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Quamade Unit Agresmut, Catron Comty. 'lew Mexfco, was approved

Jmwery 6, 1978, by the Ares 011 and Gas Suparvisor, effective as
of approval. The tarm of such agreemamt is cemtingeat

zhn‘tmﬁl“uuuﬂ at a tim, aliswing no move

six months tims Letwesn the completion of one well and the
conmaneenat of the next well mtil a well capable of producing
writized substances in paying quantities s completed.

t

the inftial test wall was plugged and abandened
‘ and the sscand test well was due t»
be comunend an Angust 5, 1978. Iassamch &5 the seend test wel} was
Sincoreily yowrs,

(ORIG. SGD.) GENE F. DANIEL

ACTING. 511 and Gas Superviser, SHA
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R . Unit Name mslunon.cs»n«mmmﬁn{, ?
Operator TranisOcean 011, Inc, % mw\
OOCSR% Catron County, New Mexico
. . N
DATE 0CC CASE NOS_6102 ) "EFFECTIVE TOTAL ET SEGREGATION ™
memnwmu _0OCC_ORDFR DATE ACREAGE _ STATE FEDERAL ANABADVPEE CLAUSE TERM
Comnissioner
1-6-78 i [=6-7F  33,81.06 5,002.75 15,681.77 3,159.52 Yes 5 yrs.
UNIT AREA

Sectioas 17 thru 21:
Sections 28 thru 32:

Sections 7 thru 10:
Sections 13 thru 36:

Sectfon 13:
Sections 21 thru 29:
Sections 32 thru 36:

TOWNSHIP 2 NORTH, RANGE 15 WEST, NMPM

All
All

TOWNSHIF 2 NORTH, RANGE 16 WEST, KMFM
All

All




CoLE T RRTTRETRERLA  TATRTRRAT S

A v Unit z:Sp Quenido Unit’ Qu;wuonowwv
. Operator — _ Traiidcean 011 , Inc,
County Catiron County, Naw Mexico
I
STATE LEASE INSTI~ RATIFIED ACREAGE
TRACT NO. NO. TUTION SEC. TWP, RGE, SUBSECTION DATE ACRES NOT |
RATIFIED LESSEE
19 1G=2102 c.8. 32 2N 16w N/2, SW/4, Ni/4BE/4 10-25-77 520,00 TransOcean 0il, Inc.
20 16-2103  C.S. I~ 2N  16W  All 10-25=77 1,280.00 TransOcean 0il, Inc.
. 36 . N 16w All
21 16-2106  C.8, 137 N 1MW SE/48W/4 10-25-77 40,00 TransOcean 0il, Inc.
22 16-2108 C.S. 32- 2K 17 All 10-25-77 1,280,00 TransOcean 011, Inc.
36/, 28 17w All '
23 1.G-2880 C.S. 137 2N 17 N/28W/4, SW/4SW/4 102577 120.00 TransOcean 0il, Inc.
2 1G-4261  C.S. 19+ 2N 150 Lots 1, 2, 3, 4, E/2W/2 10~25-77 481,89 TransOcean 011, Inc.
30 - 2N 15w Lot 4, W/2NE/4, NE/48W/4 : . d
25 1G-4242 C.S. 31 - 2N 15w Lots 1, 2, 3, 4, E/2, E/2v/2 10-25-77 1,280,86 TransOcean 0il, Inc.

4,&%

-5 ,
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MR. STAMETS: Call Case Number 6102.

MS. TESCHENDORF: Case 6102. Application of
Transocean 0il, Inc., for a unit agreement, Catron County,

New Mexico.

MR. STAMETS: Call for appearances.

MR. CARR: William F. Carr, Catron, Catron, and
Sawtell, appearing for the applicant, Transoccean Cil Com-
pany. We have one witness.

MR. STAMETS: Will you stand and be sworn,
please?

(Witness sworn.)

MR. CARR: Mr ., Examiner, on qanuary 19 Trans-

ocean appeared before this Commission requesting approval

of certain unit agreements, one of which was the French
Unit. The geological testimony presented at that time
would be fully applicable to the area involved today. inas-
much as the Quemado Unit, which is before you today, over-
lies the French Unit, which was previously approved pursuant
to the January hearing, so for that reason, we would re-
gquest that the record of Case Number 5838 be incorporated
into the record of this case.
MR. STAMETS: The record in Case Number 5838

will be incorporated in the record of Case 6102.
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JOE STANLEY

being called as a witness on behalf of Transocean 0il Com- i

pany, and having been duly sworn upon his ocath, testified !

as follows, to-wit:

BY MR. CARR:

Q Will you state your full name and place of
residence?

A My name is Joe Stanley. I live at 34il Village
Caks Drive, Kingwood, Texas.

o Mr. 3tanley, by whom are you employed?

A I'm an independent petroleum land consultant

and I'm representing Transocean 0Oil, Inc., of Houston, Texas,

E-

<
at this hearing. i
23 l ,

o Have you previously testified before this com-

mission and had your credentials accepted and made a matter

of record?

A No. I have not.

;

Q Would you briefly summarize for the Examiner

your educational background and work experience? :

A I graduated from the University of Texas in A
1962 with a degree in petroleum land management. For the

next fifteen I was employed by Shell 0il Company in various




1] degrees of land responsibility, and the last nine months

2 | have been self employed as an independent land consultant.
3 Q And are you familiar with the application in-
4 volved in this case?

5 A Yes, I am.

6 MI. CARR: Are Mr. Stanley's credentials ac-

i
MR. STAMETS: Yes. He's considered a qualified , ;
]

8
§ 9% land man.
g =
-E _g 10 o (Mr. Carr continuing.) Mr. Stanley, what is
g 3 : ‘ _
gis., 11§ Transocean seeking to accomplish with its application?
w e
B8 a ; .
§.§§§ 12 A To form a Federal exploratory unit.
%4g
§§§ 13 Q Have you prepared, or has there been prepared
Q=
253 |
Egié 14 under your direction and supervision, certain exhibits for
Sw
o ; 15 introduction in this case?
»
; in r Vaae I Y DTras
@x B aan -y E N AACA Y N @

17 0. I hand you what has been marked for identifi-
cation as Applicant's Exhibit Number One, and ask you to

19 identify it for the Examiner.

A It's a form of Federal Unit Adgreement. 53
Q Okay. Now, I will hand you what has been
marked as Exhibit One-A and ask that you identify this for

23 the Examiner, explain to the Examiner what it is and what

it shows.

A. This is a land map attached to the Unit Agree-

e s om0 s it 2 40 g B } i e
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2

23

24
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Page [

ment as Exhibit A. The map identifies the various tracts
of land, being Federal acreage shown in white, State land
shown in blue, patented or fee land shown in green.

The map also shows the area outlined as the
proposed Quemado Unit and it also shows the acreage and
percentages ¢f each of these types of land.

Q would you read into the record what percentages

of ownership are?

A The total unit area proposed is 33,844.04
acres of which 25,681.77, or 75.88 percent, is Federal
acreage. 5,002.75, or 14.78 percent, is State lana. aAnd
3,159.52, or 9.34 percent of the unit is patented land.
o Now I'1ll hand you what has been marked for
identification as Exhibit 1-~-B and ask that you identify

this for the Examiner.

Agreement, which is a tabulation of the leases, showing
descriptions, number of acres, royalty owner, lessee of
record, overriding royalty owners, and the percentage there-
of, and the working interest percentages.

w—_iy LT IT=T

Mr. Stanley, has the Quemado Unit been desig-

=]

nated by the USGS as a logical unit area?
A Yes, it has.
0 And is Exhibit Two their letter approving or

so designating this unit?
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A Yes, it is.

0 Has the form of this agreement been approved
by the State Land Office?

A Yes, it has.

Q Their letters of approvali are marked Exhibit

Three, is that correct? ,

LY That's correct, [

0 What is the present status of commitment of

acreage to the Quemado Unit? ‘
A At the present time all of the working interest ?

owners are committed; all of the overriding royaltf interest :

owners are committed; and once we have obtained Federal g

and State approval, we will have approximately ninety-two

percent of the royalty interests committed. R
0 And this is sufficient acreage to afford ef- o

A Yes, it is. z

Q In this agreement is Transocean designated

Unit Operator?

A Yes.

43 When do you hope to drill a test well on this :
unit? ?

A As soon as possible. f

0 And where will the test Qell be drilled?

A Section 26 of Township 2 North, Range 16 UWest.




- T

Q And to what depth do you intend to drill this
well?

A Depth sufficient to test the Yeso formation
or 5000 feet, whichever is less.

0 And do you intend -- what formation do you

intend to unitize?

A All depths down to the greatast depth drilled,
o In your opinion will approval of the proposed

unit promote prevention of waste, and protection of cor-

relative rights?

.

§ A Yes.

2

g Q Were Exhibits One, One~-A, One-B, Two, and

et

Three either prepared by you or under your direction and

No, 122, Santa Fe, Noew Mexico 87501
Phones (5035) 982-9212

supervision, or have you reviewed them and can testify from

General Court Re,

your own knowledge that they are accurate and correct?
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17 I can testify that they are accurate and correct.
- 18 Qo Do you have anything further to add to your
19 testimony?
20 A. No.
- 2 MR. CARR: At this time, Mr. Examiner, we
- 2 would offer Applicant's Exhibits One, One-A, One-B, Two
23 and Three.
24 MR. STAMETS: These exhibits will be admitted.

- 25 MR. CARR: Mr. Examiner, I would also like to

Ty .
RO e T R R 15 S L i s L - e e S st et
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Page 9

call to the Commission's attention that Transocean will be
prepared to flood this well in approximately a week and we
would therefore request that the order be expedited.

I have nothing further.

Mk. STAMETS: Are there any questions of the

witness? Ms. Teschendorf?

MCQ MRCTAITIDAINIADE « Arvaivm mem 4 o Tlm
cen ¢ - e wasmsatisosara ® degmaaas LI © -

14 A P g .
N RA e

hi Agrcement
on page twelve I notice that the Unit Agreement seems to
take for granted that the Conservation Commission as to
wells drilled on privately owned lands, Land Commissioner
as to wells on State, and USGS as to wells on Fedefal.
And yet urider the plan of development you only
have to submit to the USGS and Land Commissioner for ap-

proval of development, and I would like the 0il Commission

included in that paragraph also.

OADD.  Wn rman amamd i+ A Fhad neband

MR. STAMETS: Is that all? Mr. Carr, I will
admit your exhibits. |

MR. CARR: . Thank you, Mr. Examiner.

MR. STAMETS: Anything further in this case?
The witness is excused.

We'll take the case under advisement.

(Hearing concluded.)




New Mexico 87301

Reporting Jervice
Phowe (303) !”-.9.21 2

015 Calte Magin, No. 122, Sunts F:

e g WL b

-

10

7

12

13

14

1

@

17

18

19

& % 8 R

mw:wmw

IR T e R A TR F T RACTIRGEE L TRE

o

REPORTER'S CERTIFICATE

I, SIDNEY F. MORRISH, a Certified Shorthand Reporter,
do hereby certify that the foregoing and attached Transcript
of Hearing before the New Mexico 0il Conservation‘Commissicn
was reported by me, and the same is a true and correct record

of the said proceedings to the best of my knowledge, skill and

s 132
ah1¢L51-

the
rrily¥ th?t cirmoeGinds in
et (SR “" Gflg_k

iner

iy jon
""""""" A o1l Conservation Comm1ss

R B R T o S AT 7L oy kg

SN



Phone (505) 982-9212

General Court Reporting Service

1S Calle Mejia, No. 122, Santa Fe, New Mexico 87501

sid morrish reporting service

B N L P PR ]

10

11

12

13

14

15

we
]

17

18

19

2

23

24

BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
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New Mexico. )
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BEPORE: Richard L. Stamets

TRANSCRIPT OF HEARING

APPEARANCES

- S ——— — — —

For the New Mexico Oil’
Conservation Commission:

For the Applicant:

~— —— — —

Lynn Teschendorf, Esqg.

Legal Counsel for the Commission
State Land Office Building ’
Santa Fe, New Mexico

william ¥. Carr, Esqg.
CATRON, CATRON, & SAWTELL
0ld Santa Fe Trail

Santa Fe, New Mexico




3! JOE STANLEY

Direct Examination by Mr. Carr

EXHIBITS

Phone (505) 942-9212

Applicant Exhibit One, One-A and
One-B, Unit Agreement and@ Exhibits thereto
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Applicant Exhibit Two, Letter

Applicant Exhibit Three, Letters
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1 MR. STAMETS: Call Case Number 6102.
2 MS. TESCHENDORF: Case 6102. Application of
31 Transocean 0il, Inc., for a unit agreement, Catron County,
41 New Mexico.
5 MF.. STAMETS: Call for apoearances.
6 MR. CARR: William ¥F. Cary, Catron, Catron, and
pilicaat, Cransocean Oil Com—
pany. We have one witness.

MR. STAMETS: Will you stand and be sworn;
please?

(Witness sworn.)

MR. CARR: Mr. Examiner, on January 19 Trans-

ocean appeared before this Commission requesting approval

Phone (505) 982-9212

of certain unit agreements, one of which was the French

Genaral Court Reporting Service
1125 Calie Mdiia, No. 122, Santa Fe, New Mexico 87501

_Unit. The geological testimony presented at that time

sid morrish reporting service

would be fully applicable 0o the ares inuvnlived todav, inag-
much as the Quemado Unit, which is before you today, over-
lies the French Unit, which was previously approved pursuant
to the January hearing, so for that reason, we would re-
guest that the record of Case Number 5838 be incorporated
into the record of this case.

MR. STAMETS: The record in Case Number 5838

will be incorporated in the record of Case 6102.

Ay A

e
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JOE STANLEY

being called as a witness on behalf of Transocean 0il Com~
pany, and havinag been duly sworn upon hisg ocath, testified
as follows, to-wit:

- - —

UiRECI EAAMINATION

BY MR, CARR:

Q Will you state your full name and place of
residence?

A My name is Joe Stanley. I live at 3411 Village

Oaks Drive, Ringwood, Texas.
0 Mr. Stanley, by whom are you employed?
A I'm an independent petrolehm 1and consultant

and I'm representing Transocean 0il, Inc., of Houston, Texas,

P
-y
A

P
SATAL L IIE -

Q Have you previously testified before this com-—
mission and had your credentilals accepted and made a matter
of record?

A No, I have not.

G Would you briefly summarize for the Examiner
your educational backgrouhd and work experience?

A I graduated from the University of Texas in
1952 with a degree in petroleum land management. For the

next fifteen I was employed by Shell 0il Company in various




degrees of land responsibility, and the last nine months

2§ have been self employed as an independent land consultant.

3 Q And are you familiar with the application in-

4] volved in this case?

S A Yes, I am.

8 MR. CARR: Are Mr. Stanley's credentials ac-

7y csptable?

8 MR. STAMETS: Yes. He's considered a qualified

9 land man.

4§ under your direction and supervision, certain exhibits for

10 [+ (Mr. Carr continuing.) Mr. Stanley, what is
§ o 11 || Transocean seeking to accomplish with its application?
28
§ g 12 A To form a Federal exploratory unit.
f3g
‘§‘ :‘g 13 Q Have you prepared, or has there been prepared
Q
15
B
3

15 intrcduction in this case?

r
sid morrish reporting service

825 Calle Mejia, No. 122, Santa Fe, New Mexico 87501

A Yes,; we have,.

-y
[+ 1]

17 1] I hand you what has been marked for identifi-
18| cation as Applicant's Exhibit Numi>er One, and ask you to

19 identify it for the Examiner.

20 A It's a form cf Pederal Unit Agrassmant.
21 1] Okay. Now, I will hand you what has been

22 marked as Exhibit One-A and ask that you identify this for
23 the Examiner, explain to the Examiner what it is and what
24 it shows.

25 A This is a land map attached to the Unit Agree-
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Page 6

ment as Exhibit A. The map identifies the various tracts
of land, being Federal acreage shown in white, State land
shown in blue, patented or fee land shown in green.

The map alsoc shows the aréa outlined as the
proposed Quemado Unit and it also shows the acreage and
percentages of each of these types of land.

vl Would you read into the record what percentages
of ownership arae?

A The total unit area proposed is 33,84?.04
acres of which 25,681.77, or 75.88 percent, is Federal
acreage. 5,002.75, or 14.78 percent, is State land. And
3,159.52, or 9.34 percent of the unit is patented land.

Q Now I'll hand you what has been marked for
identification as Exhibit 1-B and ask that you identify
this for the Examiner.

A This exhibit ia Exhihit B of the proposed Unit
Agreement, which is a tabulation of the leases, showing
descriptions, number of acres, royalty owner, lessee of

record, overriding royalty owners, and the percentage there-

cf, an

4]

the werking intersst percentagss.

0 Mr., Stanley, has the Quemado Unit been desig-
nated by the USGS as a logical unit area?

A Yes, it has.

Q And is Exhibit Two their letter approving or

so designating this unit?
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A Yes, it 1is.

o Has the form of this agreement been approved
by the State Land Office?

A Yes, it has.

Q Thelr letters of approval are marked Exhihit
Three, is that correct?

2 That'e corract.

Q what is the present status of commitment of
acreage to the Quemado Unit?

A At the present time all of the working interest
owners are committed; all of the overriding royalty interest
owne;s are committed; and once we have obtained Federal
and State approval, we will have approximatély ninety-two
percent of the royalty interests committed.

Q And this is sufficient acreage to afford ef-
fective control of unit operation?

.3 Yes, it is.

0 In this agreement is Transocean designated

Unit Operator?

A Yes.

o When do you hope to drill a test well on this
unit?

A As soon as possible.

Q And where will the test well be drilled?

A Section 26 of Township 2 North, Range 16 West.
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Q And to what depth do you intend to drill this
well?

A Depth sufficient to test the Yeso formation
or 5000 *eet, whichever is less.

2 And do you intend -- what formation do you

intend to unitize?

A All Aepthe dowm ¢o the greatest dgpth drilled.
Q In your opinion will approval of the proposed

unit promote prevention of waste, and protection of cor-
relative rights?

A Yes.

Q Were Exhibits One, One~A, One-~-B, Two, and
Three either prepared by you or under your direction and
supervision, or have you reviewed them and can testify from
your own knowledge that they are accurate and correct?

- They were prepared under my supeivision and

I can testify that they are accurate and correct.

Q Do you have anything further to add to your
testimony?
A No.

MR. CARR: At thlis time, Mr. Examiner, we
would offer Applicant’'s Exhibits One, One-A, One-B, Two
and Three.

MR. STAMETS: These exhibits will be admitted.

MR. CARR:  Mr. Examiner, I would also like to
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19

call to the Commission's attention that Transocean will b
prepared to flood this well in approximately a week and we
would therefore reguest that the order be expedited.

I have nothing furxrther.

MR. STAMETS: Are there any questions of the

witness? Ms. Teschendorf?

MS . TROCHENNMRE . R

o € -~
— ke E v o o - A inds Wik

4]
cr
i3

on page twelve I notice that the Unit Agreement seems to
take for granted that the Conservation Commission as to
wells drilled on privately owned lands, Land Commissioner

ags to wells on State, and USGS as to wells on Federel.

And yet under
have to submit to the USGS
proval of development, and

included in that paragraph

MR. CARR: We

MR. STAMETS:

the plan of development you only
and Land Commissione: for ap-

I would like the 0il Commission
also.

can amend it to that extent.

Mr, I will

Is that all? Carr,

admit your exhibits.

MR. CARR: Thank you, Mr. Examiner.

MR

STA

TS: Anvihing further in thias cage?
The witness is excused.
We'll take the case under advisement.

(Hearing concluded.)
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REPORTER'S CERTIFICATE
I, SIDNEY F. MORRISH, a Certified Shorthand Reporter,
do hereby certify that the foregoing and attached Transcript
of Hearing before the New Mexico 0il Conservation Commission
was reported by me, and the same is a true and correct reocord

of the said proceedings to the best of my knowledge, ekill and




United States Department of the Interior

A}buqﬁ?%&m%g&‘é%ms

JAN 06 1978 - ‘.,

TransOcean 0il, Inc.
Attention: Mr. J. B. Stanley
1700 First City East Building - Y
1111 Famnin s £
Houston, Texas 77002

Gentliemen:

Four approved copies of the Quemado unit agreement, Catron Caunty,
New Mexico, are returned herewith. Such agreement has been assigned
No. 14-08-0001-16072 and s effective as of the date of approval.
You are requested to furnish the New Maxico 011 Canservation
Commissfon and all other interested principals with evidence of
this approval.

Sincerely yours,

(ORIG. SGD.) JAMES W. SUTHERLAND

Area 0il1 and Gas Supervisor
Enclosures

cc:
NMOCC, Santa Fe ( Ttr. only) , -7 fopy B

o b st s




RECEIVED
JANG - 1978
TR 04 Consarweton Commiasion
"::'Lm" o Joumaxy 6, 1979 umnt,%mmu%o o501
TeamsOoesn Gil, Iss,
1799 Virst ity ESsU Duilesng )
iiii Pesnts, Mowsten, Tomes 77062 . LiO T~

e Quemnds Unit Agreamimt
Catven Comty, Now Momice

ATITENTION: v, Joe Stemley
Sent Lonen:
t™he Countssicasr of Fublic lLemds has this date givea fims]l spproval
o the Quennds Unit, Catren Cownty, New Mexise. Ouxr apprevel is subjsst
to 1ike approwl by the United States Cevlegiss]l Swzwvey.
Swmissed arve Five (3) Cortifisstas of spprowel.

Your filiug foe 1in the suowms of Yive Nunired sud Thivty (1338.00)
Soliars has boen reseived.

imgﬁnmsﬁﬁummﬁiammuwz&&s
ve my seertein the sffestive dote and finish preocessing seme. ,




Unit Name

Quetmdo Unit (Exploratory)

Operator

TransOcean 041, Inc,

Catron County, New Mexico

DATE OCC CASE MO 6107
~ABPROVED —QCC ORDF, =
E.‘”Oﬁ-ﬂ Comaission

1-6-78 12+20-7

UNIT AREA o

TOWNSHIP 2 NORTH, RANGE 15 WEST, NMPM

Sections 17 thru 21: All
Sections 28 thru 32: All

TOWNSHIP 2 NORTH, RANGE 16 WEST, NMPM
Sections 7 thru 10: All

Sections 13 thru 36: All

TOMNSHIP 2 NORTH, RANGE 17 WEST, JOfPM
Section 13: All
Sections 21 thru 29: All

Sections 32 thru 36: All

A}

TOTAL
ACREAGE __STATE

/1-5-7¢

33.5%4,04 5, %208

it

FEDERAL"

|
:
|
|

e




Quamado Unit (Exploratory)

Unit Name

Operator ~—__ IrausOcean Uil , Imc.

County " Catron County, New Mexico

. STATE LEASE INSTI~ RATIFIED ACREAGE
* TRACT NO. NO, TUTION SEC, TWP, RGE, -SUBSECTION DATE ACRES NOT
] RATIFIED LESSEE
19 LG-2102 Cele 327 2N 16W N/2, sW/4, W/4SE/4 10=25-77 520,60 TransOcean 0il, Inc.
. 20 o . 1G=2103 C.8. 16 4 2N 16W All 10-25=77 1,280.00 TrangOcean 011, Inc.
- 36 - 2N 16W All '
" ) : . .
21 . 1G=-2106 C.h. 137 2N 1 SE/4SW/4 10-25=77 40.00 TransOcean 0il, Inc.
22 1G-2108 C.8. 32- 2N 17 All 10-25-77 1,280.00 " TransOcean 011, Ine.
36 28 17w All. :
23 " 1G-2880 - C.§. 13/ 2N v N/2sW/4, SW/4sw/4 10=25-77 120.00 TransOcean 0il, Inc.
24 16-4241 C.S. 19 - 2N 15W lots 1, 2, 3, &, F/2u/2 10=25-77 481.89 TransOcean 0il, Inc.
. 30 - 2N 15w __...on 4, W/2NB/4, NE/4SW/4

25 1G=4242 C.5, i 2N 15w 10-25=77 1,280.86 TransOcean 0il, Inc.

lots 1, 2, 3, &4, B/2, B/2W/2
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TransOcean Off, Inc.
1700 FIRST CITY EAST BUILDING e
1111 FANNIN « HOUSTON. TEXAS 77002

713 - 654-2100 ;sz AL 1[

January 16, 1978

State of New Mexico

011 Conservation Commission
P. 0. Box 2088

Santa Fe, New Mexice

Re: Quemado Urit Agreement
Catron County, New Mexico

Gentlemen:

Pursuant to item (3) of your Order No. R-5606 approving the captioned,

attached 1is an original executed copy of the capticined uni: agreement

along with a "Certificate of Approval" from the 3tate Land Office and

a "Certification-Determination" from the United States Geological Survey.

The U.S.G.S. has assigned this agreement Contract Number 14~-08-0001-16072,
Very truly yours,

TRANSOCEAN OIL, INC.

J. B. Stanley ﬁ/ﬂ /

Encl. S ;Aff 4

e o B et S T . A a5




NEW MEXICO STATE LAND OFFICE

CERTIFICATE OF APPROVAL
COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO

QUEMADO UNIT
CATRON COUNTY, NEW MEXICO

I There having been presented to the undersigned Commissioner of Public
Lands of the State of New Mexico for examination, the attached Agreement
for the development and cperation of acreage which is described within
the attached Agreement, dated October 25, 1977 » which said
Agreement has been executed by parties owning and holding oil and gas
leases and royalty interests in and under the property described, and up-
on examination of said Agreement, the Commissioner finds:

(a) That such agreement will tend to promete the conservaticn
of 0il and gas and the better utilization of reservoir
energy in said area.

(b) That under the proposed agreement, the State of New Mexico
will receive its fair share of the recoverable oil or gas
in place under its lands in the area.

(c) That each beneficiary Institution of the State of New
Mexico will receive its fair and equitable share of the
recoverable oil and gas under its lands within the area.

(d) That such agreement is in other respects for the best
interests of the state, with respect to state lands.

ROW, THEREFORE, by virtue of the authority conferred upon me under
Sections 7-11-39, 7-11-40, 7-11-41, 7-11-47, and 7-11-48, New Mexico
Statutes Annotated, 1953 Compilation, I, the undersigned Commissioner
of Public Lands of the State of New Mexico, do hereby consent to and
approve the said Agreement, however, such consent and approval being
limited and restricted to such lands within the Unit Area, which are
effectively committed to the Unit Agreement as of this date, and, further,
that leases insofar as the lands covered thereby committed to this Unit

A A -

of such Unit Agreement, and said leases shall remain in full force and ef=-
fect in accordance with the terms and conditions of said Agreement. This
approval is subject to all of the provisions and requirements of the afore=-
said statutes.

IN WITNESS WHEREOF, this Certificate of Approval is executed, with seal
affixed, this 6th, day of January , 19 78 .

Ukie w e

COMMISSIONER OF PUBLIC LANDS
of the State of New Mexico
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CERTIFICATION--DETERMINATION

U. S. GEOLOGICAL SURvEV

W NEW MEXICQ
Pursuant to the authority vested in the Secretary of IJ?E:E%},

under the act approved February 25, 1920, 41 Stat. 437, as amended,
30 U. S. C. Secs. 181, et seq., and delegatad to the Oil and Gas
Supervisors of the Geological Survey (33 F.R. 5312), I do hereby:
A. Approve the attached agreement for the developzent and
operation of the Queamado Unit Area, State of Mew Mexieo.
B. Cextify and determine that the unit plan of development
and operation contemplated in the attached agreexzent is necessary
. and advisable in the public interest for the purposa of zore

properly conserving the natural resources.

Sl

C. Certify and determine that the driliiag, producing, reatal,
minimum royalty, and royalty requirements of all Federal leases -
committed to said agreement are hereby established, altered, changed,

or revoked to conform with the terms and conditions of this agreement.

Dated JAN 06 | 1978

0;% and Gas Supervisor, United States Geaological Survey

Contract Number _ /-8~ OO0/~ /GCOT R,

s .

i,




UNIT AGREEMERT

1 1
2 FOR THE DEVELOPMENT AND OPERATION 2
3 CF VTHE 3
4 QUEMADO UNIT AREA ‘
5 COUNTY OF CATRON s
6 STATE OF NEW MEXICO 6
7 NO. 9
8 THIS AGREEMENT, entered into as of the 25th day of October," i977 8
9 by and between the parties Subscﬁhmg, ratifying, or consenting hereto, 9
10 and herein referred to as the "parties he;eto," | -m
11 WITNESSETH: . 1'1 |
12 " WHEREAS the pafties hereto are the owners oé working, roya].ty, or 12
13 other oil and gas 1nl:eres:svi:_1 the unit area' subject to this agreement; » 13
14§ and | . » | "
15 WHEREAS the Mineral Leasing Act of Februaxy 25, 1920, 41 5!:;:. 437, 15
16 as amended, 30 U. S. C. Secs. 181 et seq., authorizes Féderal lessees and 36
37 their representatives to unite with each other, or jointly or sepsrstrely 17

18 with others, in collectively adopting 2nd operating a coopera}::!;ve or unft 18
19 plan of development or operation of any oil bt gas pool, ﬂ.éld, or like 19
20 area, or any part thereof for the purpose of more properly conserving the 20 ’
21 natur:al resources thereof whenever determined and certifiea‘by the 21
22 Secretary of the Interior to be necessary or advisable in the public 22
23 interest; and 3
26 WHEREAS, the Commissioner of Public Landsvof the State of 391 Hexico 24
25 is authorized by an Act of the Legislature (Sec. 7-11-3;9 N.M. Statutes _ 25
26 1953 Annotated) to coﬁsent to or approve this agreement on behalf of the" 26

27 State of New Mexico, insofar as it covers and includes lands and nineraf 27

28 interests of the State of New Mexico; and ' 28 |
29 WHEREAS, the Oil Conservation Commission of the State of New Mexico 29

30 is authorized by an Act of the Legislature (Chapter 72, Laws of 1935, as 30

31 smended by Chapter 193, Laws of 1937, Chapter 166, Laws of 1941, and 31
32 Chapter 168, Laws of 1949) to approve this agreement and the conservation 32 |
33 provisions hereof; and ' ; 33 3
34 WHEREAS the parties hereto hold sufficient interests in the ngméo 3%
35 Unit Area covering the land hereinafter described to give reasonably 15
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effective control of operations therein; and

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

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

NOW, THEREFORE, in cousideration of the premises and tha prouises
herein contained, the parties hereto commit to this agreement their
velow-deiiuved wiit area, and agree severally

among themselves as follows:

B VW & v~ &6 W b w N o

1. ENABLING ACT AND RECULATIONS. The Mineral Leasing Act of
February 25, 1920, as amended, supra, and all valid pertinent regulations, jI
including operating and unit plan regulations, heretofore issued thereunder 12
or valid, pertinent, and reasonable regulations hereafter issued thereundsr 13
are accepted and made a part of this agreement as to Federal lands, pro- 14
vided such regulations are not inconsistent with the terms of chis agree-. 15
ment; and as to State of New Mexico lands, the oil and gas operating ‘ 16
regulations in effect as of the effective date hereof governing drilling 17

and producing cperations, not inconsistent with the terms hereof or the g

laws of the State of New Mexico are hereby aécepted and made a parﬁ of this 19
agreement, ‘ X 20

2, UNIT AREA. The area specified on the map attached 4heret:o marked
Exhibit A is hereby designated and recognized as con-scituting the unit
area, containing 33,844.04acres, more or less.

Exhibit A shows, in addition. to the boundary of the unit area, the
boundaries and identity of tracts snd leases in said area to the extent
known to the Unit Operator. Exhibit B attached hereto is a schedule
showing to the extent known to the Unit Operator the acreage, percentage,
and kind of ownership of o0il and gas interests 1im all land in the unit
area. However, nothing herein or in said schedule or map shall be con-
strued as a.representation by any party hereto as to-the ownership of any
interest other than such interest or interests as are shown in said map or
schedule as owned by such party. Exhibits A and B shall be revised by the
Unit Operator whenever changes in the unit area render such revision
necessary, or when requested by the 0il and Gas Supervisor, hereinafter

referred to as '"'Supervisor", or when requested by the Cocmissioner of

- S,




10
11
12
13
14

26
27
28

29

Public Lands of the State of lNew Mexico, hereinafter referred to as "Land
Commissioner”, and not less than five (5) copies of the revised exhibits

shall be filed with the Supervisor, and two (2) copies thereof shall be

Conservation Commission, hereinafter referred to as "Conservation

i
2
3
filed with the Land Commissioner and one (1) copy with The New Mexico 0il &
S
Commission.” 6

7

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

include therein any additional lands or shall ha soneracte 2o cxcluds lands §
vhenever such expansion or contraction is deemed to be necessary or advis- ¢
able to conform with the purposes of this agreement. Such expansion or 10

contraction shall be effected in the following manner: 11

~ (a) Unit Operator, on iﬁs own wmotion or on demand of the D.irec:or of 12
the Geological Survey, hereinafter referred to as "Director,” after pre— 13
liminary concurrence by the Director, or on demand of the Land Commissioner 14
but only after preliminary concurrence by the Director and the Land 15
CQmmissionet, shall prepare a notice of proposed expansion or contraction 16
describing the contemplated changes in the boundaries of the umit area, 17
the reasons therefor, and the proposed effective da.ie thefgof » pr-eferahly' 18
the first day of a month subsequent to the date of notice. .19

(b) Said notice shall be delivered to the Supervisor, the Lagd 70

Commissioner and the Conservation Commission, and copies therédf mailed 21
to rthe lagt Lnown address of sach workicg ianterest owmexr, lessee, and racs
lessor whose intesrests are affected, advising that thirty (30) days will 23
be allowed for submission to the Unit Operator of any objections. : 24

(c) Upon expiration of the thirty (30) day period provided in the 25
preceding item (b) hereof, Uait Operator shall file with thé Supervisor, 26
Land Commissioner and Conservation Commission evidence of mailing of the 27
notice of expansion or conl:rac;tion and a copy of any objections thereto 28
which have been filed with the Unit Operator, together with an application 29
in sufficient number, for approval of such expansion or contractionr and 3
with appropriate joinders, ' _ 31

(d) After due coasideration of all pertinent infomation, the expan- 32
sion or contracticn shall, upon approval of the Supervisor, the Land 33
Commissioner and Conservation Commission, become effective as of the da.te 34

prescribed in the notice therecf, : 35

e e
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~ surveys unusually large lots or tracts shall be considered in multiples of

(e) All legal subdivisions of lands (i.e,, 40 acres by Government

-

survey or its nearest lot or tract equivalent; in instances of irregular

forty (40) acres or the nearest aliquot equivalent therecf), no parts of
which are entitled to be in a participating area on or before the fifth
anniversary of the effective date of the [irst initial participating area
established under this unit agreement, shalli be eliminated automatically
from this agreement, effective as of said fifth aoniversary, and such lands

shall no longer be a part of the unit area and shall no longer be subject to

s w 0 -, M‘h w N

this agreemeut, unless diligent drilling operations are in progress on uni-

tized lands not entitled to participation on said fifth anniversary, in.

[
(o

which event all such lands shall remain subject hereto for so loug as suchk 9

drilling operatiors are continued diligently with not more ﬁhan ninety (50) 13
days' time elapsing between the completion of one éuch well and the commeuce-14
ment of the next such well. All legal subdivisions of lands not éntitled to 1S
be in a participating area within ten (10) years after the effective date of jg

the firet initial narticinari

soment ahall he

7

automatically eliminated from this agreement as of said tenth anniversary. 18

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

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

If conditions }urarrant extension of the ten-year period specified in
this subsection 2(e), a single extension of not to exceed two (2) years
may be accomplished by consen: of the owneis of awincty {50) perceat of the

working interests in the current nonparticipating unitized lands and the ’

‘owners of sixzxty (60) percent of the basic royalty interests (exclusive of

the basic voyalty interests of the United States) in nonparticipating

unitized lands with approval of the Director and the Laad Commissioner,

provided such extension application is suybmitted to the Director and the
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Land Coumissioner not later than sixty (60) days prior to the expiration of |
said ten~year period.

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

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

N O WV s w N

agreement shall constitute land referred to herein as "unitized land™ or

"land subiect to this agreemant:." All oil and gae in anw and 211 farmasdans

of the unitized land are unitized under the terms of this agreement and 9
herein are called “unitized substances." - 10

4. UNIT OPERATOR. TransOcean 011, Inc. is hereby designated as Uniﬁ 11
Operator and by signature hereto as Unit Operator agrees and consents to 12
accept the duties and obligécions of Unit Operator for the discovery, 13
development, and production of unitized substances as herein provided. 14
Whenever reference is made herein to :he Unit Operator, sucfx reference 15
means the Unit Operator acting in that capacity and not as an owner of 16
interest in unitized substances, and the term "working interest owner™ when 17
used herein shail inciude or refer to Unit Operator as thé owner of a 18

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

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall have 20
the right to resign at any time prior to the establishmen‘fof a partici- 21
pailag area or areas nereunder, but Such resignation shall not become L2
effective so as to release Unit Operator from the duties andr of:ligations of 23
Unit Operator and terminate Unit Operator's rights as such for a period of 24
six (6) months after notice of intention to resign has been served by o 25
Unit Operator' on all working interest owners, the Superv:f;sor, the Land 26
Commissioner and Conservation Commission, and until all wells then drilled 37

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

donment whichever is fequired by the Supervisor as to Federal lands and by 29
the. Consexrvation Commission as to State lands unless a new Unit Operator 30
shall have been selected and approved and shall have‘ taken over and assumed 31
the duties and obligations of Unit Operator prior to the expiration of safd 32
period. | . 33

Unit Operator shall have the right to resigﬁ in like manner and subject3s

to like limitations as above provided at aay time a participating area 35
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established hereunder is in existence, but, in all instances of resignatiom i
or removal, uantil a successor Unit Operator is selected anaraséfov;; as 2
hereinafter provided, the working interes: oimers shall be jointly respoansi- 3
ble for performance of the duties of Unit Operator, and skall not later thaa 4§
thirty (30) days befqre such resignation or removal becomes effective appoints

a common agent to represent them inm any action to be taken hereunder. '3

The resignation of Unit Operator shall not release Unit Operator from 7
aly iiabiiity for any default by it hereunder occurring prior to the effec- 8
tive date of its resignation. | 9
The Unit Operator may, upon default or failure in the performance of 10
its duties or obligations hereunder, be subject to removal by the same 11

percentage vote of the owners of working interests as herain provided for

the selection of a new Unit Operator. Such removal shall he effective
upon notice thereof te the Supervisor and the Land Commissioner.

The resignation or removal of Unit Operator under this agreement
shall not terminate its right, title, or interest as the owner of a working |
interest or cother interest in unitized substances. but upon the resfgnarison
or removal of Unit Operator becomiﬁg effective, 8uch4ﬂhit Opeé;torAshall
deliver possession of all wells, equipment, materials, and appurtenances
used in conducting the unit operations to the new duly qualified successoxr
Unit Operator or to the common agent, if no such new Unit Operator is
elected, to ve used for the pufpose of conducting unit operations hereunder.
Nothing herein shall be construed as authorizing removal of any material,

equipment and appurtenances needed for the preservation of any wellsi.

6. SUCCESSOR UNIT OPERATOR. Whenevar the Unit Operator shall tendex
his or its resignation as Unit Operator or shall be removed as hereinabove
provided, or a change of Unit Operator is negotiated by working interest
owners, the owners of the working interests in the participating area or
areas according to their respective acreage interests in such participating
area or areas, or, until a participating area shall have bean established,
the owners of the working interests according to their respactive acreage

interests in all unitized land, shall by majority vote select a successor

Unit Operator: Provided, That, if a majority but less than seventy-five
(75) percent of the working interests qualified to vote are owned by one

party to this agreement, a concurring vote of one or more additiomal
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working interest owners shall be required to select a new operator. Such 1

selection shall not become effective until: 2

(a) A Unit Operator so selected shall accept in writing the duties and 3

responsibilities of Unit Operator, and &
(b) The selection shall have been approved by the Supervisor. 'S
If no successor Unit Operator is selected and qualified as herein 6
provided, the Director and the Land Commissioner, at their election may 7
declare this unit agreement terminated. 8
7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the Unit 9

Operator is not the sole owner of working iaterests, costs and expenses 10
incurred by Unit Operator in conducting urit operatfions hereunder shall be 11
paid and apportioned among and borne by the owners of working interests, alll2
in accordance with the agreement or agreements entered intq by and between 13
the Unit Operator and the owners of working interests, whether éne or more, 14
separately or collectively. Any agreement or agreements entered into
between the working interest ownars and the Unit Operator as provided in
this section, whether one or more, are herein referred to as the "unit
operating agreement." Such unit operating agreement shall also provide the

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

their respective proportionate and allocated share of the benefics accruing 20
hereto in conformity with their underlying operating agreements, leases or
other independent contracts, and such other rights and obligations as
between Unit Operator and the working interest owners as may be agreed upon
by Unit Operator and the working interest owners; however, no suéh.unit
operating agreement shall be deemed either to modify any of the terms and
conditions of this unit agreement or to relieve the Unit Operator of "any
right or obligation established under this unit agreement, and in case of
any inconsistency or conflict between this unit agreegent»and the unit
operating agreement, this unit agreement shall govern. Three (3) true
copies of any unit operating agreement executed pursuant to this section
should be filed with the Supervisor and one (1) true copy with the Land
Comziissioner, prior to approval of this unit agreement.

8. RICHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise
specifically provided herein, the exclusive right, privilege, and duty of

exercising any and all rights of the parties hereto which are necessary or
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convenient for prospecting for, producing, storing, allocatimg, and distri- )
buting the unitized substances are hereby delegated to and shail be 2
exercised by the Unit Operator as herein provided. Acceptable evidence of 3
title to said rights shall be deposited with said Unit Operator aad, &

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

w»

leges, and obligations of Unit Gperator. Nothing herein, however, zhall be

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

6
?
agreement, it being understood that under this agreement the Unit Operatcr, 8
in its capacity as Uanit Operator, shall exercise tkhe rights of possession 9
and use vested in the parties hereto only for the purposes herein spaﬁifigd.lo

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

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

at a location approved by the Supervisor if on Federal laand, or by the 13
Land Commissioner if om State Land, or by the Conservation Commission if on 14
privately owned land, unless on such effective date a well is being drilled 15
conformably with the terms hereof, and thereafter continue such drilling :16
diligently until the Yeso formation has been tth;d . 17
or until at a lesser depth unitized substances shali be discovered which 18
can b2 pruduced in paying quantities (tc wit: quantities sufficient to 19
repay the costs of drilling, completing, and éfoducing operations, with a 20
reasonable profit) or the Unit Operator shall at any time establish to the 2%
satisfaction of the Supervisor if on Federal land, of the Land Commissioner 22
if on étate land, or of the Consarvation Commission if on privately owned 23
land, that further drilling of said well would be unwarranted or impracti- .24
cable, provided however,’that Unit Operator shall not in any event be 25
required to drill said well to a depth in excess of 5,000 feet. Until the g
discovery of a deposit of unitized substances capable of being produced in 27
paving quantities, the Unit 0perator>shall continue drilling one well at a 28
time, allowing not more than six (6) months between the completion of one 325
well and the beginning of the next well, until a well capable of producing 30;

unitized substances in paying qéantities is completed to the satisfaction 33
of said Supervisor if on Federal land, of the Land Commissioner if on State 32
Land, or of the Conservation Commission if on priwvately owned land, or until33
it is reasonably proved that the unitized land is incapabie of producing 34

unitized substances in paying quantities in the formations drilled here-— 35
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under. Nothing in this section shall be deemed to limit the right of the 1
Unit Operator to resignas provided in Section 5, hereof, or as requiring 2
Unit Operator to commence or continue any drilling duriang the period peanding 3
such resignation becoming effective in order to comply with the requirements 4
of this section. Thg Supervisor may modify the drilling requiremeats of [ 3
this section by granting reazsonable exteasions of time when, in his opinfon 6
such action is warranted. 1

Upon failure to commence any well provided for in this section within 8
the time allowed, including any extension.of time granted by the Su@ervisor, 9
this agreement will automatically terminate; upon failure to continue = = 10
drilling diligently #ny well commeﬁced hereunder, the Supervisor and the 11
Land’ Commissioner may, after fifteen (15) days notice to the Unit Operator, ]2
declare this unit agreement terminated. ‘ 13

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six (6) months. j4

after completion of a well capable of producing unitized substances in 15
paying quantities, the Unit Operator shall submit fér the approval of the 16
Superviscor aad the Land Commissioner an accepiable plan of development and }7
operation for the unitized land which, when approved by the Supervisor md 18
the Land Commissioner, shall constitute the further drilling and operating 19
obligationé of the Unit Operator under this agreement for the feriod 20
specified therein. Thereafter, from timg to timh before the expiration of 2}
any existing plan, the Unit Operator shall submit for the approval of the 22
Supervisor and the Land Commissioner a plan for an additional specified 23

period for the development and operation of the unitized land. , ' 2%

Any plan sybmitted pursuant to this saction shall provide for the 2s
exploration of the unitized area and for the diligent drilling necessary 26
for determination of the area or areas thereof capable of producing 27
unitized substances in paying quantities in each and every productive 28
formacion and shall be as complete and adéquate as the Supervisor and the 29»

Land Commissioner may determine to be nacessary for timely development and 139

propar conservation of the oil and gas rescurces of the umitized area and 3}

shall: 32
{z) Specify the number and locations of any wells to be drilled 33
and the proposed order and time for such drilling; and 34

(b) To the extent practicable specify the operating practices regarded3s
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as necessary and advisable for proper conservation of natural resources. 1
Separate plans may be submitted for separate productive zones, subject to 2
the approval of the Supervisor and tl:he Land Commissioner. 3

Plans shall be modified or supplecented when necessary to meet changed 4
conditions or to protect the interests of all parties to this agreeménc. s
Reasonable diligence shall be exercised in cowplying with the obligations of ¢

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

are authorized to grant 2 reascnatle extension of the six—woailh peciod s
herein prescribed for submission of an initial plan of developmeunt where 9
such action is justified because of unusual condiifoms or circumstances. 10

After completion hereux;der of a well capable of producing any unitized sub— {1
stance in paying quantities, no further wells, except such as may be 12
necessary to afford protection against operations not under this agreewent 13
and such as may be specifically approved by the Supervisor and the Laad 14

Commissioner, shall be drilled except in accordance with a plan of develop- s
ment aporoved as herein provided. C 16

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable 17

of producing unitized substances in paying quantities or as scon thereafter 18

as required by the Supervisor and the Land Commissioner, the Unit Operator |9
shall submit for approval by the Supervisor and the Land Commissioner a 20

schedule, based on subdivisions of the public-land survey orvaliquot parts 2

thereof, of all land then regarded as reasonably proved to be productive 2
in paying quantities; all lands in said schedule on approval of the 23
Supervisor and the Land Commissioner to constitute a participating ai'ea, 26- |
effective as of the date of completion of sud_x well or the effecd;ve date c;fzs
this unit agreement, whichever is later. The acreaées of both Federal and 2§
non-Federal lands shall be based upc;n appropriate computaticns from the 27
courses and distances shown on the last approved public-land survey as of 28
the effective date of each initial participating area. Saild schedule shall 29
also set forth the percentage of wunitized substances to be allocated as 30
herein provided to each tract in the participating area so established, 31
and shall govern the alldcation of production commencing with the effective 32
date of the participating area. A separate participating .area shall be 313
established for each separate pool or deposit of unitized substances or for 34

any group thereof which is produced as a single pool or zone, and any two 35
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or more participating areas so established may be combined into one, on 1

approval of the Supervisor and the Lan

8
o
ii
n
(L]
fo
b4
[
"

two or more participating areas, so established, s subsequeatly found to

4

from a common pool or deposit said participating areas shall de combined

into one effective as of such appropriate date as may be approved or pre-

3

4

5
scribed by the Supervisor and the Land Commissioner. The participatiag 6
area or areas o established shall be revised from time to time, subject 7
8

to like approvai, to include additional land then regarded as reasonably

proved to be productive in paying quantities or necessary for wmit . 9

operations, or to exclude land then regarded as reasonably proved not to be 10

pProductive in paying quantities and the schedule of allocation percentages 1;
shall be revised accordingly. The effective dat2 of any revision shall be ;3
the first of the month in which is obtained the knowledge or information on 13

vhich such revision is predicated, provided, however, that a more appro- 14

priate effective date may be used if justified by the Unit‘ Operator and 1s
approved by the Supervisor and the Land Co@simer. No land shall be is
excluded from a participating area on account of depletion‘of— the unitized 17
substances, except that any participating area established undor the pro~ 1
visions of this unit agreement shall terminate automatically whenever all )9
completion in the formation on which the participating area is based are 20
abandoned. | . 21
it is the intent of this sectioa that a participating area shall 22
represent the area known or reasonably estimated to be productive in paying 23-
quantities; but, regardless of any revision of f.he participating area,
nothing herein contained shall be construed as requiring any retroactive

adjustment for production obtained prior to the effecr;ive date of the

revision of the participating area.

In the absence of agreement at any time between the Unit Operator and
the Supervisor and the Land Commissioner as to the proper definition or
redefinition of a participating area, or until a participating area has,
or areas have, been established as provided herein, tha portion of all
paynents affected thereby shall be impounded in a manmer mutueally accept-
able to the owners of working interests and the Supervisor and the Laand
Coznissioner. Royalties due the United States and the State of New Mexico

shall be deternmined by the Suparvisor and the Land Commissioner, respec—
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tively, and the amount thereof shall be deposited, as directed by the 1
Supervisor and the Land Commissioner, to be held as unearned wonies until
a participating area is finally approved and then applied as earmed or

returned in accordance with a determination of the sums due as Federal

2
3
&
royalty and State of New Mexico royalty, respectively, on the basis of such §
approved participating area. 6

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

drilled on State land and of the'COnservation Commission as to vells drilled 9

on privately owned land, that a well drilled under this agreement is not 10

capable of production fn paying quantities and inclusion of the land on i1
which it is situated in a participating area is unwarranted, production - 12
from such well shall, for the purposes of settlement among all parties 13

other than working ianterest owners, be allocated to the land on which the - 14
well is located unless such land is already within the participating area 15

established for the pocl or deposit from which such production is obtained. 16

Settlement for working interest benefits from such z well shall be made as 17

provided ia the unit operating agfeenent. 13’

12. ALLOCATION OF PRODUCTION. All unitized substances produced from I9
each participating area established under this agrecment, except any part 20
thereof used in conformity with good operating practices within the unitizedy;
area for driliing, operating, camp and other production or development 22
purposes, for repressuring or recyclimg in accordance with a plan of devel- 23
opment approved by the Supervisor, the Land Commissioner and the 2‘
Couservation Commission, or unavoidably lo;t, shall be deengd to be pro- 25

duced equally on an acreage basis from the several tracts of unitized land 24

of the participating area established for such production and, for the 27
purpose of determining any benefits accruing under this agreement, each 28
such tract of unitized land shall have allocated to it such perceatage of 39
said production as the number of azres of such tract included in said 30
particiéating area bears to the total acres of mitized land in said 31

participating area, except that allocation of production hersunder for
purposes other than for settlement of the royalty, overriding royalty, or

payment out of production obligations of the respective working interest

B ¥ B8 B

owners, shall be on the basis prescribed in the unit cperating agreement




10
11
12
13
14
15
16
17
18
19
20

21

23

24

26
27
28

29

31

32

33

35

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

otherwise, It is hereby agreed that production of unitized substances from
a participating area shall be allocated as provided herein regardless of

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

2
3
&
1c1pating area. If any gas produced from one participating area is used for §
repressuring or recycling purposes in another participating area, the first 6
gas withdrawm from such last-mentioned participating area for sale during 7
the 1life of this agreement shall be considered to. be the gas so transferred !
until an amount equal to that transferred shall be #o produced for s;ale and ¢
such gas shall be allocated to the participating area from which initially jo
produced as such area was last defined at the time of such final production.jy
'13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS. 12

Any party hereto owning or controlling the working interest in any unitized 13
land having thereon a regular well location may with the approval of the 1%
Supervisor as to Federal land, the Lal:-nd Compissioner as to State land, and s
the Conservation Commission as to privately owned iand, at such party's solejg
risk, costs, and expense, drill a well to test any format:iqn for which a 17
participating area has not been established or to test any formatfon for 18
which a participating area has been established if -such location is not 19
within said participating area, unless within ninety (90) days of réceipt 20
of notice from said party of his intentio;:x to drill the well the Unit 21
Operator elects and commences to drill such a well in 1ike manner as other 22
wells are drilled by the Unit Operator uzder this agreement. 23
If any well drilled as aforesaid by a workiﬁg iﬁtetest owner results 24

in production such that the land upon which it is situvated may properly be 55
included in a participating area, such participating area shall be estab- o¢
lished or emlarged as provided in this agreement and the well si:all there- 95
after be operated by the Unit Operator in accordance with the terms of tirls ,g
agreement and the unit operating agreement. 29
If any well drilled as aforesaid by a working interest owner obtains 3
production in quantities insufficient to justify the ianclusion of the land 33
upon which such well is situated in a participating area, such well may be 32
operated and produced by the party drilling the same subject to the 13
conservation requirements of this agreeﬁent. The royalties in amowmt or 35

value of production from any such well shall be paid as specified in the 35
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underlying lease and agreements affected.
14, ROYALTY SETTLEMENT. The United States, the State of New Mexico,
and any royalty owner who, is eantitied to take in kind a share of the

L {
2
3
substarices now unitized hereunder shall hereafter be entitled to the right 4§
to take in kind its share of the unitized sudbstances, and Unit Operator, or §

6

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

interest owner as herein provided for in special cases, shall make delivertes?
of such royalty share taken in kind in conformity with the applicable 8
contracts, laws, and regulations. Settlecent for royalty interest not taken 9
in kind shall be made by working interest owners responsible therefor under 10
existing contracts, laws and regulatioms, or by the Unit Operator or or 11
before the last day of each month for unitized substances produced during 12
the preceding calendar month; provided, however, that nothing herein con- 33
tained shall operate to reliéve the lessees of any land from their respec-~ 14

tive lease obligations for the payment of any royalties due under their 15

leases. 16

1f gas obtained from lands not subject to this agreement is introduced 17
into any participating area hereunder, for use in repressuring, stimulation 18
of production, or increasing ultimate recovery, in conformity with a plan ofl9
operations approved by the Supervisor, the Land Commissioner and the 20

Conservation Coumission, a like amount of gas, after settlement as herein 21

R

provided for any gas transferred from any‘other participating area and
with appropriate deduction for loss freom any cause, may be withdrawn from g3
':he formation into which the gas is introduced, royalty free as to dry gas, 24
but not as to any products which may be extracted therefrom; provided that 5
such withdrawai shall be at such time as may be provided in the approved 26
plan of operations or as may otherwise be consented to by the Supervisor, 27

the Land Commissioner and the Conservation Coumission as conforming to = 28

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

of withdrawal shall terminate.on the ternination of this unit agreement. 10

Royalty due the United States shall be cocputed as provided in the 31

operating regulations and paid in value or delivered in kind as to all 32

unitized substances on the basis of the amounts thereof allocated to 33

unitiied Fedéral land as provided here=in a2t the rates specified in the 34

respective Federal leases, or at such lower rate or rates as may be 35
-14-

RN

vk iad

e

T SV T Iy T



iy

o n

10
11
12
13
14
15
16
17
18
19
20

21

23
24

26
27
28
29

31
32
33
34

35

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

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

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

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases

[ ]

®w 6 w 0O W o L N

10

committed hereto shall be paid by working interest owners responsible there- 11

for under existing contracts, laws, and regulations, provided that noﬁhing

12

herein contained shall operate to relieve the lessees of any land from their 13

respective lease obligations for the payment of any rental or minimunm

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

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

in the respective leases from the lUnited States unless such rantal or =

ot o $

mum royalty is waived, suspended, or reduced by law or by apprﬁval of the
Secretary or his duly authord zed representative,

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

With respect to any lease on non-Federal land containing provisions
which would terminate such lease unless drilling operations are coumenced
upon the land covered thereby within the time therein specified or rentals
paid for the priiilege of deferring such drilling operatioms, the rentals
required thereby shall, notwithstanding any other provisions of this agree-

ment, be deemed to accrue and become payable during the term thereof as

extended by this agreement and until the required drilling operations are

14

28

commenced upon the land covered thereby or until some portion of such land i1s29

included within a participating area.

16. CONSERVATION. Operations hereunder and production of unitized
substances shall be condﬁcted t§’§¥5;ide for the most economical and effi-
cient recovery of said substances without waste, as defined by or pursuaat
to State or Federal law or regulation.

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

-15-
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Supervisor and Land Commissioner deem appropriate and adequate to prevent
drainage of unitized substances from unitized land by wells on land not
subject to this agreement.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, condi-

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

to exploration, drilling, development, or operation for oil or gas on lands
committed to this agreement are hereby expressly modified and amended to tke
extent necessary to make the same conform to the provisions hereof, but
otherwise to remain in full force and effect; and the parties hereto hereby

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

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

change or revoke the drilling, prdducing, rental, minimem royalty, and
royalty requirements of Federal and State leases committed hereto and the
regulations in respect thereto to confdrm said requirements to the provi-
sions of this agreement, and, without limiting the generality of the fore-
going, all lessas, subleases, and comtracts are particularly mg@ified ip
accordance with the following:

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

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

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

- (b) Drilling and producing operations performed hereundar upon any
tract of unitized lands will be accepted and deemed to be performed upon
and for the benefit of each and every tract of unitized land, and no lease
shall be deemed to expire by reason of failure to‘dtillxor produce wells
gsituated on the land therein embraced.

(c) Suspension of drilling or producing operatioﬁs on all wmitized
lands pursuant to direction or consent of the Secretary and the Land
Commissioner of their duly authorized represeatatives shall be deemed to
constitute such suspension pursuant to such direction or consent as to each

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

10
as to State leases, shall and each by his approval hereof, or by the approvalj;

12
13
14

15
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33

operations limited to specified lands shall be applicable ecaly to such lands.3s

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

35
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drilling, development or operation for oil or gas of lands other than those 1
of the United States committed to this agreement, which, by its terms aight
expire prior to the termination of this agreement, is hereby extended beyond
any such terms so provided thersin so that it shall be continued in full

force and effect for and during the term of this agreement.

2
3
4
S
(e) Any Federal lease for a fixed term of twenty (20) years or any 6
renewal thereof or any part of such lease which is made subject to this 7
agreement shall continue in force beyond the term provided therein until the §
texmination hereof. Any other Federal lease committed l;ereto shall éontinm 9

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

mitted so long as such lease remains subject hereto, provided that productionll
is had in paying quantities under this unit agreement pr:l‘.of to the expira.-‘ 12
tion date of the term of suct; lease, or in the event actual drilling | 13
operations are commenced on unitized land, in accordance with the provisions i4
of this agreement, prior to the end of the primary term of such lease and 15
are being diligently prosecuted at that time, such lease shall be exténded 16

— t

for two {2) years and so long thereafter as oil or gas is produced in paying 17

- N

quantities in accordance with the provisions of the Mineral Lea;sing Act 18
Revisions of 1960. ' 19

- (£) Each sublease or contract relating to the operatid'n-and develop~ 20
ment of unitized substances from lands of the United States committed to this2l

agreement, which by its terms would expire prior to the time at which the 22
underlying lease, as extended by the immediately preceding paragraph, will 23
expire, is hereby extended beyﬁmd any such term so provided therein so that 24

it shall be continued in full force and effect for and during the temm of thess

underlying lease as such term is herein extended. 26

(g) The segregation of any Federzl lease committed to this agreemén: 27
is governed by the following provision in the fourth paragraph of Sec. 17(3) 28
of the Mineral Leasing Act, as amended by the Act of September 2, 1960 29
(74 Stat. 781-784): "Any (Federal) lease heretofore or hereafter committed 3g
to any such (unit) plan embracing lands that are in part within and in part 3}
outside of the area covered by any such plan shall be segregated into sep— 32

arate leases as to the lands committed and the lands not committed as of the 32
2ffective date of unitization: Provided, however, That any such lease as to 34

the nonunitized portion shall continue in force and effect for the term 35

-17-
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thereof but for not less than two (2} years from the date of such segre-— 1
gation and so long thereafter as oil or gas is produced in paying quantities. 2
Any lease embracing lands of the State of New Mexico which is made
subject to this agreement, shall continue in force beyond the term provided
therein as to lands committed hereto with the termination hereof.
(h) Any iease, other than a Federal lease, having only a portion of
its lands committed hereto shall be segregated as to the portion committed

and the portion not committed, and the provisions of such lease shall apply

3
4
L
6
7
8
separately to such segregated portions commencing as of the effective date 9
hereof. In the event any such 1ea§e provides for a lump-sum reantal payment, 10

such payment shall be prorated between the portions so segregated in pro- ‘11

portion to the acreage of the respective tracts.

(i) Any lease ewbracing lands of the State of New Mexico having only .
a portion of its land committed hereto, shall be segregated as to the
portiorn committed and the portion not committed, and the provisions of #nch.
lease shall apply separately to such- segragated portions commencing as.of
the effactiye date hereof; provided, however, notwithstandiang any of the
provisions of this agreement to the contract a.ny.lease ecbracing lands of
the State of New Mexico haviag only a portisn of its lands committed hereto
shall continue in full force and éffect beyond the term provided therein as
to all lands embraced in such lease, if oil or gas is discﬁvered and is
capable of being produced in paying quantities from scas part of the lands
embraced in such lease at the expiration of the secondary term of sqcl';. lease; 23
or 1f, at the expiration of the secondary term, the lessee or the Unit 24 - 1
Operator -is then engaged in bona fide drilling or reworking operatiomns on 25
some part of the lands embraced in such lease, the same, as to all lands 26
embraced therein, shall remain in full force and effect so long as such 27
operations are being diligently prosecuted, and if they result in the pro- 23
duction of oil or gas, said lease shall continue in full fofce and effect as 29
to all of the lands embraced therein, so long thereafter as oil or gas in 30
paying quantities is being produced from any portion of said lands. 31

19. COVENANTS RUN WITH LAND. 'ﬁIe covenants herein shall be constrved 32
to be covenants rumning with the land with respect to tie interest of the 33
parties nereto and their successors in interest until this agreement

terminates, and any grant, transfer, or coaveyance, of interest ia land or
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‘hereunder and after notice of inteation to términate the agreement on such

leases subject hereto shall be and hereby is conditioned upon the assumption 1
of all privileges and obligations hereunder by the grafu:ee, trangferee, or 2

other successor in interest, No as#ignmnt or transfer of any working 3

interest, royalty, or other intzrest subject hereto shall be binding upon Units
Operator until the first day of the calendar month after Unit Operator is s
furnished with the original, photostatic, or certified copy of the instrumeant §

of transfer. . 7

20. EFFECTIVE DATE AND TERM. This agreement shall becoﬁ effective 8
upon approval by the Secretary and the Land Coumissiomer or their duly |
authorized representatives and shall terminate five (5) years from said
effective date unless,

-{a) Such date of expiration is extended by the Director and the
Land Commissioner, or |

(b) It is reasonably determined prior to';:he expiration of the fixed

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

duction of unitized substances inr paying quantities in the formations tested

ground is given by the Unit Operator to all partiés in interesf at their
last knoun addresses, the agreement is terminated with the approval of the
Supervisor and Land Commissioner, or

’ (c) A valuable discovery of unitized substances hés been made or
accepted on unitized land during said initial term oxr any extension thereof,

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

long as unitized substances can be produced in quantities sufficie;u: to pay
for the cost of prcducing same from wells on unitized land within any parti-
cipating area established hersunder and, should production cease, so long
thereafter as diligent operations are in progress for the restoration of
pfoduction or discovery of new production and so long thereafter as unitized

substances so discovered can be produced as aforesaid, or
(d) It is terminated as heretofore provided in this agreement.

This agreemeut may be terminated at any time by not less than seventy-five
(75) per centum, on an acreage basis, of the working interest owners
signatory hereto, with the approval of the Supervisor and Land Commissioner;
notice of any such approval to be given by the Unit Operator to all parties

hereto.




1 21. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION. The Director is 1
2 hereby vested with authority to alter or modify from time to time in his 2
3 discretion the quantity and rate of production under this agreement when such 3
4 quantity and rate is not fixed pursuant to Federal ét State law or does not 4§
5 conform to any state-wide voluntary couservation or allocation program, which 5
6 1is established, recognized, and generaily adhered to l;y the majority of 6
7 operatorz In such State, such authority being hereby limited to alteration or 7
8 wmodification in the public interest, the purpose thereof and the public 8
9 interest to be.served thereby to be stated in the order of alteration or mod- 9
10 ification. Without regard to the foregoing, the Director is also hereby 10
11 vested with authority to a_lter or modify from time to time in his discre;:lon 1
- 12 the rate of prospecting and development and the quantity and rate of pro~ 12
13 duction under this agreement when such alteration or modification is in the 13
14 interest of attaining the conservation objectives stated in this agreement 14

15 and is not in violation of any applicable Federal or State law. 13

IR LT R R A s A

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

1
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i7 &ftetT nolice ©o Unit Operator and opportunity for hearing to be held not lessiy

18 than fifteen (15) days from notice. 13
19 Provided, further, That no such alteration or modification shall be 19
20 effective as to any land of the State of New Mexico, as to the rate of 20

21 Prospecting and developing in the absence of the specific written approval 23
22 thereof by the Commissioner and as to any lands of the State of New Mexico 22
23 or privately owned lands subject to this agreement as to the quanti:y and 23
24 rate of production in the absence of specific writtem approval thereof by 173

25 the Commission. 25

26 22, CONFLICT OF SUPERVISION., Neither the Unit O 2rator nor the. 26

27 working interest owners nor any of them shall be subject to aﬁy forfeiture, 21

D I T U TRy SO GRS T SRR

28 termination or expiration of any rights hereunder or under any leases or 28
29 contracts subject hereto, or to any penalty or liability on account of delay 2¢6

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

TS

31 thereof to the extent that the Unit Operator, working interest oumers or any 31

32 of them are hindersd, delayed or prevented from complying therewith by 32

E‘_,

: 33 reason of fallure of the Unit Operator to obtain in the exercise of due 33
34 diligence, the concurrence of proper representatives of the United States 14

35 and proper representatives of the State of New Mexico in and about any 35
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matters or thing concerning which it is required herein that such con- 1
currence be obtained. The parties hereto, including the Conservation 2
Comaission, agree that all powers and authority vested in the Conservation 3
Commission in and by any provisions of this by if pPursuant to the provisions §
of the laws of the State of New Mexico and subject in any case to appeal or §
jud:lciai review as may now or hereafter be provided by the laws of the State §
of New Mexico. ' 7

. 23. APPEARANCES. Unit Operator shall, after notice to other parties §
affected, have the right to appear for and on behalf of any and all interests§
affected hereby before the Depu'tunt of the Interior, the Comissfioner 10
of Public Lands of the State of New Mexico and the New Mexico 041  1I
Conservation Commission and to appeal from orders issued @do: the regu- 12

lations of said Depsrtuent, the Conservation Commission or Land

S

Commissioner or to apply for relief from any of said regulations or in any

proceedings relative to operations before the Department of the Interior, 1I5

the Land Commissioner, or Conservation Commission or any other legally 16
constituted authot;it_:y : provided, howaver that anv other fntersstad party 17

shall alsoc have the right at his own expense to be heard in any such pro- 18
ceeding. 19
24. NOTICES. All notices, demands or statements requivxed hereunder 20

to be given or rendered to the parties hereto shall be deemed fully givea

I
(1

if given in wricing and personally delivered to the party or seat by post-
pa:l.fl r~zistered or certified mall, addressed to s.uc,h party or parties at
their respective addresses set forth in connection with the signatures
hereto or to the ratification or consent hereof or to such other address as

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

A

demand or statement, -2

-

25. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreemeat countained 28
shall be construed as a waiver by any party hereto of the right to assert 29
any legal or constitutional right or defense as to the validity or invalid- 29
ity of any'laﬁ of the State wherein said unitized lands are located, or of 31
the United States, or regulations issued thereunder in any way affecting 12
such party, or as a waiver by any such party of any right beyond his or its 33
authority to waive, - ‘ 34

26. UNAVOIDABLE DZLAY. All obligations under this agreement requiringsg

-2i-
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17.

the Unit Operator to commence or continue drilling or to operate om or 1
produce unitized substances from any of the lands covered by this agreement 2
shall be suspended while the Unit Operator, despite the exercise of duve care 3
and diligence, is pravented from complying with such obligations, in whole 4

or in part, by strikes, acts of God, Federal, State, or municipal law or s

agencies, unavoidable accidents, uncontrollable delays in transportation, 6
inability to obtain necessary materials in open market. or other matters ‘_7
beyond ﬁhe reasonable control of the Unit Operator whether similar to mt:cra&v
herein enumerated or not. No unit obligation which is suspendad under this 9
section shall becowe due less than thirty (30) days after it has been 10
determined that the suspénsion is no longer appiicable. Deternination of 11
creditable "Unavoidable Delay" time shall be nade by the Unit Operator 12 |
subject to approval of the Supervisor and the Land Commissioner. 13
27. NONDISCRIMINATION. In conmection with the performance of work 14
under this agreement, the operator agrees to cowply with all the provisions 1S
of Section 202 (1) to (7) inclusive of Executive Order 11246 (30 F.R. 12319)16
as amended, which are hereby iancorporatad by .reference in this agreemeat. 17
28. LOSS OF TITLE. 1In the event title to ary tract of unitized land 18
shall fail and the true owner cannot be induced to join in this wunit 19
agreenpent, such tract shall be automatically regarded as not committed here-2q
to and there shall be such readjustment of future costs and benefits as may 2)
be required on account of the loss of such title. In the event of a disputeyy

as to title as to any royalty, working interest, or cother interests subject 23

thereto, payxent or delivery on account thereof way be wit;hheld without 24
1iability for interest until the dispute is -finally settled; provided, that,;s . ‘
as to Federal and State 1and or leases, no payuents of funds due the 26
United States or the State of New Mexico should be witbheld, but such Funds 27
of the United States shall be deposited as directed by the Supervisor and 28
sucﬁ funds of the State of New Mexico shall be deposited as directed by the 29

Lznd Commissioner to be held as unearned noney pending final settlement of 30

the title dispute, and then applied as earnad or returnad in accordance 31
with such final sectlement. ' 32
Unit Operator as such is ‘relieved from ahy responsibility for any 33
defect or failure of any title hereunder. ‘ 33
29, NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of any sub— 15
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to be regarded as committed to this unit agreement. Except as may otherwise23

stantial interest in a tract within the uynit area fails or refuses to sub-—
scribe or consent to this agreement, the ownmer of the working interest iu

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

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

2
3
delivered to the Supervisor and the Land Commissioner, and the Unit Operator §
S
interests in lands withian the unit area not committed hereto prior to sub- g

mission of this agreement for final approval may thereafter be committed y 4

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

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

or approvals, if any, pertaining to such joinder, as may be provided for in 33

the unit operating agreement. After final approval hereof, joinder by a ) £
non-working interest owner must be cpﬁsented to in writing by the working 1§
interest owner committed here:o and responsible for the payment of any 16
benefits that may accrus hereunder in‘ bghalf of such non—workiag iatéreit. 17'
A non-working interest may not be committed to this unit agreénant unless 18
the corresponding working interest is committed hereto. Joinder to the 19
unit agreement by a working-interest owner, at any tine; must be accom— 20
panieci by appropriate joinder to the unit operating agreement, if more than 2

one committed working-interest owner is involved, In order for the interest 23

herein be provided, subsequent joinders to this agreement shall {:e effectivels
as of the first day of the month following the filing with the Supervisor, pg
che Land Commissioner and the Conservation Commission of duly executed 26
counterparts of all or any papers necessary to establish effective commit-~ 27
ment of any tract te thié agreement unless ocbjection to such joinder is 28
duly made within sixty (60) days by the Supervisor or Land Comd.ssiou?r,

provided, that as to State lands, all subsequent joinders must be approvéd 0 "'

by the Land Commissioner. 31

30. COURTERPARTS. This agreement may be executed in any number of 32
counterparts no one of which needs to be executed by all parties or my be 33
ratified or consented to by separate instrument in writing specifically 34

referring hereto and shall be binding upon all those parties who have 35

-? e
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35

executed such a counterpart, ratification, or consent hereto with the same 1
force and effect as if all such parties had signed the same document and 2
regardless of whether or not it is executed by all other parties owning or 3
claiming an interest in the lands within the above-described unit area. &

30. SURRENDER. Nothing in this agreement shall prohibit the exercise [
by any working interest owner of the right to surrender vested in such party 6
by any lease, sublease, or operating agreement as to all or any part of the 7

lands covered thereby, provided that each party who will or might acquire 8

such working Znterest by such surrender or by forfeiture as hereafter set 9
forth, is bound by the terms of this agreement. . 10

"If as a result of any such surrender the working interest rights as .t:o 11
such lands become vested in any party other than the fee ounmer of the ' 12
uaitized subgtances, said party may forfeit such rights and further benefits;3
from operation hereunder as to said land to the party next in the chain of 14
title who shall be and becowme the owner of such working interest. L 15

If as the result of any such surrender or forfeiture working interest 16
rights become vested in the fee owner of the unitized substances.'such

owmer may:

(1) Accept those working interest rights subject to this agreement 19
and the unit operating agreement; or 4 éo
(2) Lease the portion of such land as is included in a participating 21
area estabtlished hereunder subject to this agreement and the unit operating 22
agreement; or - 23
(3) Provide for the independent operation of any part of such land 26

that is not then included within a participating area established here-

25
under. A ' 26
If the fee owner of the unitized substance does not accept the 27

working interest rights subject to this agreement and the unit operating 28

ﬁgreement or lease such lands as above provided within six (6) months éfter 29
the surrendered or forfeited working interest rights become vested in the 30
fee owner, the benefits and obligations of operatioms accrui;ng to such 31
lands under this agreement and the unit operating agreement shall rbe shared 32
by the remaining owners of unitized working interests in accordance with 33
their respective working interest ownersnips, and such owners of working 34

interests shall compensate the fee owner of unitized substances in such 35
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lands by paying sums equal to the rentals, minimum royalties, and royalties 1

applicable to such lands under the lease in effect when the lands were 2

unitized. | ' 3

An appropriate accounting and settlement shall be made for all benefits §
accruing to or payments and expenditures made or incurred on behalf of such $
surrendered or forfeited working interest subsaquent to the date of sux-— 6
render or forfeiture, and payment of any monies found to be owing by such an 7
accounting shall be made as between the parties within thirty (30) days. 8
In the event no unit operating agreement is in existence and a mutually 9
acceptable agreement between the proper pa;rt:ies thereto csanot be consum- - 10
mared, the Supervisor may prescribe such reasonable and equitable agreement i)
as he deems warranted under the circumstances. ; 12

The e:ﬁercise of any right vested in a working interest owner to 13
reassign such working interest to the party from whom obtained shall be 14
subject to the same conditions as set forth in this section inm regard to 15
the exercise of a right to surrender. : 16

32. TAXES. The working interest owners shail render and pay for 17

their account and the account of the royalty owners all valid taxes on or g

measured by the unitized substances in and under or that may be produced,

19
gathered and sold from the land subject to this contract after the 20

effective date of this agreement. or upon the proceeds or netr proceeds

~N
[

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

R

charge the proper propprtion of said taxes to the royalty owners havingv 23
interests in said tract, and may currently retain and deduct sufficient 24
of the unitized substances or derivative products, or met proceeds ther;-eof 25
from the allocated share of each royalty owner to sécure reimbursement for ,g

the taxes so paid. No such taxes shall be charged to the United States or 27

to the State of New Mexico or to any lessor who has a contract with his 28
lessee which requires the lessee to pay such taxes. ' 29
33. NO PARTNERSHIP. It is expressly agreed that the relation of 30

the parties hereto is that of independent contractors and nothing in this 33
agreenent contained, expressed or implied, nor any operations conducted 32
hercunder, shall create or be deemed to have created a partnership or 33

associatinn between the parties hereto or any of them. 34

1
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IN WITNESS WHEREOF, the parties herato have caused this agreement to 1

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

execution.

UNIT OPERATOR AND
WORKING INTEREST OWNER

TRANSCCEAN OIL, INC.

/
74/
Date @f‘&;ﬁ-g‘:ﬁ_.\ /3;!‘ !C““? .3\1 é g 'I//J":”_\

Attorney-in-Fact
1700 First City East Building 9
Houston, Texas 77002

- AWV O, W N

10

11

12

STATE OF TEXAS ) 13

) ss :

COUNTY OF BARRIS ) 14
On this &],QL day of @m __» 1977, before me personally ;s
appeared C. R. Church, to me known to be the person who executed the 16

foregoing instrument in behalf of TRANSOCEAN OIL, INC., and acknowledged ;7

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

GIVEN under my hand and seai this Zlgé day of O m s 19
A.D., 1977. 20

A o> MQ}\/ 21

Notary Puhlik 22

My commission expires: 23

W ihg | - 24

32
33

35
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TransOcean Oiling. -/

17¢0 FIRST CITY EAST EUGLOQUING ™ " ~ '

X}
1111 FANNIN  HOUSTON TEXAS RN . e/
713 . €54.2100 9h_’:i!"}. '~

December 23, 1977

Director
United States Geological Survey
Washington, D.C. 20025

Attention: Area 0il and Gas Supervisor v /0 K
United States Geological Survey
Drawer 1857
Roswell, New Mexico 88201

Re: Application for final approval
' Proposed Unit Agreement
Quemado Unit Area
Catron County, New Mexico

Moty

Dear Sir:

; TransOcean 0il, Inc., requests final approval of the executed Quemado Unit
Agreement attached hereto. Seven (7) copies are submitted for approval;
three (3) numbered 1-3-for use bty the Geological Survey, and four (4)
extra copies that we request be approved and returned to us for further
handling. Also submitted are three executed copies of the ratifcations

covering this area.

We request that the Unit be approved to all depths.

All parties owning a working interest, royalty interest or overriding royalty
interest within the unit area have been sent certified letters asking that
they join the unit, and to date, the various interest have executed Consent,
Ratification and Joinder in the Quemado Unit Agreement as follows:

1. Working Interest Owners: 100% joined
2. Royalty Interest Owners: 87.347 unsigned,
12.66% joined as follows:

a. Tract 26: 50%Z joined
b. Tract 30: 50% joined
c. Tract 34: 100% joined




United States Geological Survey
December 23, 1977

3. Overriding Royalty Owners: 1007 joined

4, Unleased Interest Owners: Tract 36
The State of New Mexico Land Office and the State of New Mexico 0il
Conservation Commission have approved the Unit. A copy of the State
Land Office approval is attached and the 0il Conservation Commission
approval letter will be forwarded as socon as it is received.

Very truly yours,
EAN OFL, INC.

*"b‘ﬂ

tanley

. B.

JBS:pm
Enclosures

ce: New Mexico State Land Office
P. O. Box 1148
Santa Fe, New Mexico 87501
Attention: Mr. Ray D. Graham

0il Conservation Commission
P. 0. Box 2088
Santa Fe, New Mexico 87501

e s S AR e
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OIL CONSERVATION COMMISSION

SRR STATE OF NEW MEXICO
s P.O. BOX 2088 - SANTA FE
810l ‘-
DIRECTOR LAND COMMISSIONER STATE GEOLOGIST
JOE D. RAMEY PHIL R. LUCERO EMERY C. ARNOLD

Re: CASE NO. 6102
Catrom, Catrom & Sawtell
Attorneys at Law
Post Office Box 788 Applicant: .
Santa Fe, Nevw Maxico - .

TransOcean 0il, Inc.

Dear Sir:

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

w::ector , a

Hobbs 0OCC x
Artesia OCC x
Aztec OCC x

_ Other

R L B i s R




BEFORE THE OIL CONSERVATION COMMISSION ‘
OF THE STATE OF NEW MEXICO

' IN THE MATTER OF THE HEARING

. CALLED BY THE OIL CONSERVATION
;. COMMISSION OF NEW MEXICO FOR |
. THE PURPOSE OF CONSIDERING: :

i AROT A
Lo~ > N L]

€1g2
Order No. R-5606
i APPLICATION OF TRANSOCEAN OIL, INC.,

POR APPROVAL OF THE QUEMADO UNIT
| AGREEMENT, CATRON COUNTY, NEW MEXICO.

: ORDER OF THE COMMISSION

| BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on December 14,
1977, at Santa Fe, New Mexico, before Examiner Richard lL. Stamets.

, ; NOW, on this __ 20th  day of Dccabot. 1977, the Commission,
. a guorum being present, having considsrsd ths testimoay, the 3
, record, and the recommendations of the Examiner, and being fully
g | advised in the premises,

|

| FIMDs: o

N s

i

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

; (2) That the applicant, Transocean 0il, Inc., seeks approval
' of the Quemado Unit Agreement covering 33,844.04 acres, more or
' less, of State, Federal, and Fee lands described as follows:

|

| CATRON COUNTY, NEW MEXICO

| ) TOWNSHIP 2 NORTH, RANGE 15 WEST, NMPM
|

Sections 17 thru 21: All
Sactions 28 thru 32: All

TOWNSHIP 2 NORTH, RANGE 16 WEST, NMPM
Sections 10: All
Sections 13 thru 36: All

TOWNSHIP 2 NORTH, RANGE 17 WEST, NMPM .
A Section 13: All
Sections 21 thru 29%9: All ;
Sections 32 thru 36: All 4

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

U

[ , e T ) N . e «aj




..2..
. Case No. 6102
gOrder No. R-5606

(4) That all plans o development and operation should be
submitted to the Secretary-Director of the 0il Conservation
Commission for approval, as well as to the 0il and Gas Supervisor
"of the United States Geological Survey.

| IT IS THEREPORE ORDERED:
| (1) That the Quemado Unit Agreement is hereby approved.

K (2) That the plan contained in said unit agreement for the

. development and operation of the unit area is hereby approved in
‘principle as a proper conservation measure; provided, however,
lthat notwithstanding any of the provisions contained in said unit
;agraement, this approval shall not be ccnsidered as waiving or
=relinquishing, in any manner, any right, duty, or obligation which
'is now, or may hereafter be, vested in the Commission to supervise
‘and control operations for the exploration and development of any
'lands committed to the unit and production of 0il or gas therefroa.

! {3) That the unit operator shall file with the Commission

. an axecuted original or executed ccunterpart ¢f the unit sgresment
twithin 30 days after the effective date thereof; that in the event
‘of subsequent joinder by any party or expansion or contraction of
‘the unit area, the unit operator shall file with the Commission
.within 30 days thereafter counterparts of the unit agreement
reflocting the subscription of those interests having joined or
&ratified.

(¢4) That all plans of development and operation shall be
1subm1tted to the Secretary-Director of the 0il1l Consexrvation
Commission for approval as well as to the 0il and Gas Supervisor
;of the United States Geological Survey.

(5) That this order shall become effective upon the apprroval
.of said unit agreement by the Commissioner of Public Lands for the
‘State of New Mexico and the Director of the United States Geologi-
‘cal Survey; that this order shall terminate ipso facto upon the
termination of said unit agreement; and that %E Yast unit opera-
‘tor shall notify the Commission immediately in writing of such
termination.
| (6) That jurisdiction of this cause is retained for tha
entry of such further orders as the Commission may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year herein-
above designated.

'STATE or NEW MEXICO i

OIL C _;égz%ﬁﬁ9 SSION !




Commissioner of Rblic Lands

v P. O. DOX l48
COMMISSIONER December 12, 1977 SANTA FE, NE¥ MEXICO 87501

TransOcean 011, Imnc.
1700 First City East Butlding
1111 FaanineHouston, Texas 77002

Re: Ptopo;gd Quenado Unit
Catron County, New Mexico

ATTENTION: Mr, J. B. Stanley

CGentlemen:

* We bhave reviewed thn unexecuted copy of unit agresment, which
you subnitted with your letter of December 7, 1977, for the proposed
Quemado Unit, Catron County, New Mexico. The form of agreement meets
the requirements of the Commissioner of Public Lands, therefore, your
agresment has been approved as to form and content.

Our lettér of November 1, 1977, stated the requirements by this
office for final approval of !:hc unit. :

Very truly yours,

PHIL R. LUCERO

COMMISSIONER OF PUBLIC LARDS
BY: 4& M
RAY D. GHAHAM, Director

01l and Gas Division
PRL/RIG/s :

T e Sia, il
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PHIL R. LUCERO
COMMISSIONER

TransOcean 0il, Inc.
1700 First City East Building
1111 Fanunin

Houston,

ATTENTION: Mx. C. R. Church
Gentleman:

The Commissioner of Public Lands has this date designated the
Quemado Unit Area as a logical unit area. We concur with the USS3S

that the

.provide for a well to test the Yeso Formation or to a depth of 5,000

feet,

Please submit a copy of the form of unit agreement you will use,
containing all the.requiremants of the Commissionar of Public Lands,
When w2 receive the form of agreement we will then give you approval
as to form and content,

On

of Section 30 and should read the S/2NE/4, under Fee Tract No. 31 you

show the

When filing your unit for final approval, the following are required
by this office.

1.

2.
3.
4.

5.

6.

e

n&a-mmmu-nawow .ar-“’ s Y

November 1; 1977 P. O. BOX 1148
SANTA FE, NEW MEXICO 87500

Texas 77002

Re: Proposed Quemado Unit
Catron County, New Mzxico

unit agreem2nt submitted for the area designated should

your Exhibit "B", Tract 24, your description is shown as W/2NE/4

E/2NE/4 and should read N/2NE/& of Section 30.

Application for final approval stating Tracts comaitted amd
Tracts not committed,

Two exccuted copies of Unit Agreemant- one must bz an original.
One exccuted copy of Oparating Agreement,
Two sets of Exhibits "A" and "B",

Two copies of all ratifications from Lessces of Record and
Working Interst Owners.

Order of the New Mexico 01l Conservation Commission,




<

TransOcean 0il, Inc.
November 1, 1977
Page 2,

7. The filing fee in the amount of ($530.00) Dollars.

If we may be of further assistance to you, please advise.

Very truly yours,

PHIL R. LUCERO

COMMISSIONER OF Puné' IC LANDS
BY: AQ
AM

RAY D, Director

0il and Gas Division
PRL/RD3/s :




UNIT AGREEMERT

2 FOR THE DEVELOPMENT AD OPERATION . 2
OF THE 7" BEFORE EXAMINER STAMETS |
3 OIL CONSERVATION COMMISSION 3
4 QUEMADO UNIT AREA A EXHIBITNO.__ | .
s COUNTZ OF CATRON , CASENO. 102 s|
STATE OF NEW MEXICO | Submitid by '
6 l Hearing Date 172!1‘/,/77 _ 6 ‘
7 NO- ' R 7
8 THIS AGREEMENT, entered into as of the 25th day of Gctober,” 1977 8
9 by and between the parties subscribing, ratifying, or consenting hereto, ' 9
10 and herein referred to as the "parties hereto,” . ) . ' 10
11 | WITNESSETH: 1
12 ' WHEREAS the parties hereto are the owners of working, royalty, or 12
13 other oil and gas interests in the unit area subject to this agreement; 13
14 and ‘ ' 14
15 WHEREAS the Mineral Leasing Act of February 25, 1920, 41 Stat. 437, 15

16 as amended, 30 U. S. C. Secs. 181 et seq., authorizes Federal lessecs and 16
17 their reprgsentatives te unite with each other, or jointly or separately 17
18 with others, in collectively adopting and operating a cooperaf;ive or mit 18
19 plan of development or operation of any oil or gas pool, 'fic;.-ld, or lik.e 19
20 area, or any part thereof for the purpose of more properly conserving the 20
21 nmnatural resources thereof whenever determined and certified by the 21

22 Secretary of the Interior to be necessary or advisable in the public 22

23 :l.ht_erest; and - - . 23 "
24 | WHEREAS, the Commissioner of Public Landslof the State of New Mexico 2§
25 is authorized by an Act of the Legislature (Sec, 7-11-3;9 N.M. Statutes " 35
26 1953 Annotated) to conseut to or approve this agreement on behaif of thei 26
27 State of New Mexico, insofar as it covers and includes lands and mineral. 27
28 interests of the State of New Mexico; and ‘ 28
29 : WHEREAS, the 0il Conservation Commission of the State of New Mexico 29
30 1s authorized by an Act of the Legislature (Chap;er 72, Laws of 1935, as 3)

31 amended by Chapter 193, Laws of 1937, Chapter 166, Laws of 1941, and 31

32 Chapter 168, Laws of 1949) to approve this agreement and the counservation 32
33 provisions hereof; and L 33
34 WHEREAS the parties hereto hold sufficient interests in the Quemado 35

35 Unit Area covering the land hereinafter described to give reasonably 35




1 effective control of operations therein; and 1
2 WHEREAS, it is the purpose of the parties hereto tc conserve natural 2
3 resources, prevent waste, and secure other benefits obtainable through 3
4 development aud operation of the area subject to this agreement under the &

terms, conditions, and limitations herein set forth; s
6 NOW, THEREFORE, in consideration of the premises and the promises (3
7 herein contained, the parties hereto comiit to this agreement their 7
¢ racpective interests in the below-defincd unit area, aud agree severaily 8
9 among themselves as follows: 9
10 1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of 10

11 February 25, 1920, as amended, supra, and all valid pertinent regulations, 11
12 including operating and unit plan regulations, heretofore issued thereunder 32
13 or valid, pertinent, and reasonable regulations hereafter issued thereunder 13
14 are accepted and made a part of this agreement as to Federal lands, pro- 14
15 vided such regulations are not inconsistent with the terms of this agree- ;5
18 ment; and as to State of New Mexico lands, the oil and gas operating 16
17 regulations in effect as of the effective date hereof governing drilling 17

18 and producing operations, not inconsistent with the ‘terns hereof or the 18

19 laws of the State of New Mexlico are hereby aécepted and made a part of this 19

20 agreement. : . 20
21 2. UNIT AREA. The area specified on the map attached ‘heret:o marked 21}
22 Exhibit A is hereby designated and recognized as coﬁstitut:ing the unit 22
23 area, containing _'_13,844.04 acres, more or less. _'23
24 Exhibit A shows, in additionv to the boundary of the unit area, the 24
25 boundaries and identity of tracts and leases in said area to the extent | 25
26 known to the Unit Operator. Exhibit B attached beretc is a schedule 26

27 showing to the extent known to the Unit Operator the acreage, percentage, 27
28 and kind of ownership of oil and gas interests in all land in the unit 28
. 29 area. However, nothing herein or in said schedule or wap shall be con-— 29

30 strued as a.representation by any party hereto as to the ouwnership of any 30

31 interest other than such interest or interests as are shown in said map or 3i

; ‘ 32 schedule as owned by such party. Exhibits A and B shall be revised by the 32
33 Unit Operator whenever changes in the unit area render such revision 33
3, necessary, or when requested by the 0il and Gas Supervisor, hereinafter 3%

35 referred to as "Supervisor”, or whean requested by the Commissioner of 3s

b o
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10
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12
13
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Public Lands of the State of New Mexico, hereinafter referred to as "Land 1
Commissioner®, and not less than five (5) copies of the revised exhibits 2
shall be filed wi‘th the Supervisor, and two (2) copies thereof shall be 3
filed with the Land lommissioner and one (1) copy with The New Mexico Oil '
Conservation Commission, hereinafter referred to as "Conservation 5
Commission." 6

The above-described vnit area shall when practicable be expanded to 7
include therein any additional lands or shall be confrractad to swelunde lande o
whenever such expansion or contraction is deemed to be necessary or advis- ¢

able to conform with the purposes of this agreement. Such expansion or 10

contraction shall be effected in the following manner: 11

~(a) Unit Operator, on its own motion or on demand of the D.irector of 12

the Geological Survey, hereinafter referred to as "Director," after pre- 13
liminary concurrence by the Director, or on demand of the Land Commissioner 14
but only after preliminary concurrence by the Director and the Land | is
Commissioner, shall prepare a notice of proposed expansion or contraction 16
describing the contemplated changes in the boundaries of the unit area, 17
the reasons therefor, and the proposed effective date thefgof ’ pfeferably 18
the first day of a month subsequent to the date of notice. . 19
(b) Said notice shall be delivered to the Supervisor, the Land 20

Coumissioner and the Conservation Commission, and coples thereof mailed 21

te the last knowm

kacun sach workiang imnterest owaer, lessee, and 22
lessor vhose interests are affected, advising that thirty (30) days will 23
be allowed for submission to the Unit Operator of any objections. | 24

(¢) Upon expiration of the thirty (30) day period provided in the 25
preceding item (b) hereof, Unit Operator shall file wit;li the Supé.rvisor, 26
Land Commissioner and Conservation Commission evidence of mai_ling of the 27
notice of expansion or contr:_action and a copy of any objections thereto 28
which have been filed with the Unit Operator, together with an application 29

in sufficient number, for approval of such expansion or contraction and 30

with appropriate joinders. ' 31

2]
4]
(a]
oY
]
"o
9
:
(2
H
=]
=)
v
L]
3
5
[}
(W}
N

(d) After due consideratisn of 21l pertin
sion or contraction shall, upon approval of the Supervisor, the La 13
Commissioner and Conservation Commission, become effective as of the date 134

prescribed in the notice thereof, . 35




1 (e) All legal subdivisions of lands (i.e., 40 acres by Government

2 survey or its nearest lot or tract equivalent; in instances of irregular

& W

w

7 established under this unit agreewment, shall bz eliminated automatically

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

10 this agreement, unless diligent drilling operations are in progress on uni-

11

e

surveys unusually large lots or tracts shall be considered in multiples of
forty (40) acres or the nearest aliquot equivalent thereof), no parts of

which are entitled to be in a participating area om or before the fifth

anniversary of the effective date of the first initial pazticipating area

shall no longer be a part of the unit arez and shall no longer be subject to

SWNNOU0wN

tized lands not éntit:led to participation on said fifth anniversary, im

Pt
-

12 which event all such lands shall remain subject hereto for so long as such 3

13 drillieg oparations are continued diligently with not more than ninety (90) 13

14 days' time elapsing between the completion of one éuch well and the commence-=14

15 ment of the next such well. All legal subdivisions of lands not entitled to 15

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

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

18 automatically eliminated from this agreement as of sald tenth anniversary. 18

19 All lands proved productive by diligent drilling operations after :he' ) 19
20 aforesaid five-year period shall become participating in the same mancer .20
21 as during sald five-year period. However, when such diligent dr_illing 21 g
22 operations cease, all nonparticipating lands shall be automatically 22
23 eliminated effective as of the ninety-first (91st) day thereafter. The 23

24 Uait Operator shall within ninety (90) days after the effective date of any 24

elimination hereunder, describe the area so eliminated to the satisfaction 325

26 of the Supervisor and the Land Commissioner and promptly notify all parties 2¢4

27 1in interest. | o 27
A28 If conditions warrant extension of the ten-year period specified in 28
29 this subsection 2(e), a single extension of not to exceed two (2) years 29

30 may be accomplished by conseat of the owners of minety (90) percent of the 35

31

working interests in the current nonparticipating unitized lands and the - 31

32 owners of sixty (60) percent of the basic royalty interests (exclusive of 32

33 the basic royalty interests of the United States) in nonparticipatiag 33
34 unitized lands with approval of the Director and the Land Commissioner, 345
35 provided such extension application is submitted to the Dirsctor and the 35

A ke Al VR v 0
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Land Commissioner not later than sixty (60) days prior to the expiration of
said ten-year period.
Any expansion of the unit area pursuant to this section which embraces

lands theretofore eliminated pursuant to this subsection 2(e) shall not be

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

1
2
3
&
considered automatic commitment or recommitment of such lands. s
6
agreement ghali constitute land referred to herein as "unitized land™ or 7
"land subject to this agreement." All oil and gas in any and all formations 8

g

of the unitized land are unitized under the terms of this agreemeat and
herein are called "unitized substances." . 10
4. UNIT OPERATOR. TransOcean 0il, Inc. is hereby designated as Unit 11

Operator and by signature hereto as Unit Operator agrees and conseats to 12

accept the duties and obliggcions of Unit Operator for the discovery, 13
development, and production of unitized substances as'hereirlt provided. 14
Whenever reference is made herein to the Unit Operator, sucﬁ reference s
means the Unit Operator acting in that capacity and not as an osmer of 16 «

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

working interest when such an Interest is owned by it. : 19 4

S. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall have 20

the righc to resign at any time prior to the establishment of a partici- 21

N
iN

pating area or areas hereunder; but such resignation shall neot bezome

effective so as to release Unit Operator from the duties and oﬂliy.t.ions of

Dnit Operator and terminate Unit Operator’s rights as such for a period of 24

six (6) months after notice of intention to resign has been served by 25

B e s b T S B il hs g S

Unit Operator‘ on all working interest owmers, the Supervisor, the Land

3

Commissioner and Conservation Commission, and until all wells then drilled 27

hereunder are placed in s satisfactory conditioan for suspeasion or aban~- 28

donment whichever is required by the Supervisor as to Federal lands and by 29

SN A DR TTPN

the Conservation Commission as to State lands unless a new Unit Operator 30
shall have been selected and approved and shall have taken over and assumed 31
the duties and obligaﬁons of Unit Operator prior to the expiration of said 32
period. | . i3
Unit Operator shall have the right to resigﬁ in like manner and subject34

to like limitations as above provided at any time a participating area 35

T T R T T ey T TR Jt OO SRV 1 SRR T ATy
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established hereunder is in existence, but, in all instances of resignatiomn 1
or removal, uatil a successor Unit Operator is selected and approved as 2
hereinafter provided, the working iaterest oimers shall be joilntly responsi- 3
ble for performance of the duties of Unit Operator, and shall not later than 4
thirey (30) days befo_te such resignation or removal becomes 2ffective appoints

a ccmmon agent to represent ther in any action to be taken hereunder. ('3

The resignation of Unit Operator shali not release Unit Operator from 7
any liability for any default by it hereuander cccurring prior to the effec- 8
tive date of its resignation. 9
The Unit Operator may, upon default or failure in the performance of 10
its duties or obligations hereunder, be subject to removal by the same » 11

percentage vote of the owners of working interests as herein provided for 12

the selection of a new Unit Operator. Such removal shall be effec!:ivg 13
upon notice thereof te the Supervisor and the Land Commissioner. 14
The resignation or removal of Unit Operator under this agreemeat 15

shall not terminate its right, title, or interest as the owner of a working 16

interest or other interest in unitized substances, but upon the resignation 17

or removal of Unit Operator becoming effective, such Unit Operator shall . 18-

deliver pogsession of all wells, equipment, materials, and appurtenances 19
used in conducting the unit operations to the new duly qualified successor 20
Unit Operator or to thé comon ageant, if no such new Unit Cperater is .‘ 21
elected, tc be uysed for the purpose of conducting unit operations hereunder. 22
Nothing herein shall be construed as authorizing removal of any material, 23
equipment and appurtenances needed for the preservation of any .vells-.- T 24

6. SUCCESSOR USIT OPERATOR. Whenever the Unit Operator shall teader ,5
his or its resignation as Unit Operator or shall be removed as hereinabove 2§
provided. or a change of Unit Operator is negotiated by working interest 27
owners, the owners of the working interests in the participating area or 23
areas according to their respective acreage interests in such participating 29
area or areas, or, until a participating area shall have been established, 3g

the owners of the working interests according to their respactive acreage 31

interests in all unitized land, shall by majority vote seiecr a successor 33

Unit Operator: Provided, That, if a majority but less than seveaty-five 33
(75) percent of the working interests qualified to vote are owned by one 34

party to this agreement, a concurring vote of one or more additional 33

do L A
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working interest owners shall be required to select a new operator. Such

.

(a) A Uait Operator so selected shall accept in writing the duties snd

responsibilities of Unit OperaZor, and
(b) The selection shall have been approved by the Supervisor.

If no successor Unit Operator is selected and qualified as herein

N & W O~ w N

provided, the Director and the Land Commissioner, at their election may

declare this unit agreemasnt terminated.

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the Unit 9

Operator is not the sole owner of working interaests, costs ami expenses 10
incurred by Unit Operator in conducting unit operations hereunder shall be 11
paid and apportionéd among and borme by the owners of working :I.nteres.ts, alll2
in accordance with the agreement or agreements entered inf:o_ by and betwean 13
the Unit Operator and the owners of working interests, whether c;né or more, &
separately or collectively. Any agreement or agreements entered into 15
between the working interest owners and the Unit Operator as provided in 16
this section, whether one or more, are herein referred to as the “unit 17
operating agreement.” Such unit operating agreemenz shall also provide the ;g

manner in which the working interest owners shall be entitled to receive 19 '

their respective proporticnate and allocated share of the benefits accruing 20

hereto in conformity with their underlying operating agreements, leases or 21
cther independent contracts, and such other righte and chligarions == 22
between Unit Operator and the working interest_ owners as may be agreed upon 23
bf Unit Operator and the working interest owners; however, no such unit 24
operating agreement shall be deemed either to modify any of the terms and 25

conditions of this unit agreement or to relieve the Unit Operator of any 26

right or obligation established under this unit agreement, and in case of 27

any inconsistency or conflict between this unit agreement and the unit 28
operating agreement, this unit agreement shall govern. Three (3) true 29

copies of any unit operating agreement executed pursuant to this section 30-
should be filed with the Supervisor and one (1) true copy with the Land 31
Commissioner, prior to approval of this unit agreement. 32

8. RICHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise 13
specifically provided herein, the exclusive right, privilége, and duty of 34

exercising any and all rights of the parties hereto which are necessary or 35
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convenient for prospecting for, producing, storing, -allocating, and distri- 1

the unitized substances are hereby delegared to and shall b

- -
s DAL e

[
~N

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

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

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

3
4
5
leges, and obligations of Unit Operator. Nothing herein, however, shall be §
7
agreement, it being understood that under this agreement the Unit Operator, 8
in its capacity as Uanit Operator, shall exercise the rights of possession L]
and use vested in the parties hereto onl)? for the purposes herein speéified. 10

9. DRILLING TO DISCOVERY. Within six (6) wonths after the effective ]}

date hereof, the Unit Operator shall begin to drill an adequate test well ]2

at a location approved by the Supervisor if on Federal land, or by the 13
Land Commissioner if om State Land, or by the Conservation Commission if on 14
privately owned land, unless on such effective date a well is beiug drilled 15
conformably with the terms hereof, and thereafter continue such drilling ; 16
diligently until the Yeso formation has been teétéd _ 17
or until at a lesser depth unitized substances shali be discovered which 18
can be produced in paying quantities (to wit: quantities sufficient to 19
repay the costs of drilling, completing, and #fodncing operations, with a 20
reasonable profit) or the Unit Operator shall at any time establish to the 2%
satisfaction of the Supervisor if on Federal land, of the Land Commissioner 22
if on State land, or of the Conservation Commission if on privately ocwned 23
land, that further drilling of said well would be unwarranted or impracti- -24
cable, provided however, that Unit Operator shall not in any event be 25
required to drill said well to a depth in excess of 5,000 feet. Until the 3¢
discovery of a deposit of unitized substances capable of being produced im 27
paying.quantities, the Unit Operator‘ shall coatinue drilling one well at a 28
time, allowing not more than six {6) moanths between the completion of one 29
well and the beginning of the next well, until a well capable of producing 3g.
unitized substances in paying quantities is completed to the satisfaction 33
of said Supervisor if on Federal land, of thé Laad Commissioner if on State 32
Land, or of the Conservation Commission if on privately owned land, or until3i3
it is reasonably proved that the unitized land is incapable of producing 34

unitized substances in paying quantities in the formations drilled here-— 35
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under. Nothing in this section shall be deemed to limit the right of the 1
Unit Cperator to resignas provided in Section 5, hereof, or as requiring 2
Unic Operator to commence or continue any drilling during the period pending 2
such resignation becoming effective in order to comply with the requirements 4
of this section. Thg Supervisor may modify the drilling requirements of S
this section by granting reasonable exteasions of time vhen, in his opinion ¢
such action is warranted. 7

Upon failure to commence any well provided for in this section within 8
the time allowed, including aay extension of time graanted by the Suéervisor, 9
this agreement will automatically terminate; upon failure to continue = ~ 10
drilling diligently any well commenced hereunder, the Supervisor and the 1i
Land Commissioner may, after fifteen (15) days notice to the Unit Operator, 12
declare this unit agreement terminated. o 13

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six (6) months. 14

after completion of a well capable of producing unitized substances in i3

paying quantities, the Unit Operator shall submit for the approval of the 16

Supervisor and the Land Commissiocner an acceptahle plan of devalapmant and

L d
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operation for the unitized land which, when approved by the Supervisor and 18
the Land Commissioner, shall constitute the further drilling and operating - 19
obligationé of the Unit Operator under this agreement for the period 20
specified therein. Thereafter, from timg to time before the expiration of 2}
any existing plan, the Unit Operator shall submit for the aﬁbroval of the 22
Supervisor and the Land Commissioner a plan_fcr an additional specified 23

period for the development and operation of the unitized land. 24

Any.plan submitted pursuant to this saction shall provide fqr the 25
exploration of the unitized area and for the diligent drilling necessary 26
for determination of the area or areas thereéf capable of producing 27
unitized substances in paying quantities in each and every productive 28

formation and shall be as complete and adequate as the Supervisor and the 29

Land Commissioner may determine to be necessary for timely deveiopment and 39

proper conservation of the o0il and gas rescurces of the unitized area and 33

shall: | 32
(a) Specify the number and locations of any wells to be drilled 33
and the proposed order and time for such drilling; and 35

{b) To the excrent practicable specify the operatlag practices regardedss
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as necessary and advisable fcr proper conservation of natural resources. 1
Separate plans may be submitted for separate productive zones, subject to 2
the approval of the Supervisor and the Land Commissioner. 3

Plans shall be modified or supplemented when necessary to meet changed ¢
conditions or to protect the interests of all parties to this agreeménc. s
Reasonable diligence shall be exercised in complying with the obligations of ¢

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

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

After completion hereunder of a well capable of producing any unitized sub- i}
stance in paying quantities, no further wells, except such as may be 12
necessary to afford protection against operatioms not undex this agreement 13
and such as may be specifically approved by the Supervisor and the Land 14

Commissioner, shall be drilled except in accordance with a plan of develop- 5

ment aporoved as herein provided. 16

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable 17

.of producing unitized substances in paying quantities or as soon thereafter 18

as required by the Supervisor and the Laad Commissioner, the Unit Operator 19
shall submit for approval by the Supervisor and the Land Commissioner a 20

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

thereof, of all land then ragarded as reasonably proved to be productive 22
in paying quantities; all lands in said schedule on approval of the 23
Supervisor and the Land Commissioner to constitute 2 participating afea, 24
effective ;s of the date of completion of such well or the effective date of25
this unit agreement, whichever is later. The acreaégs of both Federal and 2¢
non-Federal lands shall be based upon appropriate computations from the . 27
courses and distances shown on the last approved public-land Survéy as of 23
the effective date of each initial participating.area._ Said schedule shall 29
also set forth the percentage of unitized substamnces to be allocated as 30
herein provided to each tract in the participating area so established, 31
and shall govern the allocation of production commencing with the effective 32
date of the participating area. A separate participating area shall be 33
established for each separate pool or deposit of unitized substances or for 34

any group thereof which is produced as a single pool or zone, and any two 33
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or more participating areas so established may be combined into one, on 1
approval of the Supervisor and the Land Commissioner. Wwhen production from 2
two or more participating areas, so established, is subsequently found to be 3
from a common pool or deposit said participating areas shall be combined 4
into one effective as of such appropriate date as may be approved or pre-

scribed by the Supervisor and the Land Commissioner. The participating

5
6
area or areas so established shall be revised from time to time, subject | 7
to like approval, to include additional land then regarded as reasonably 8
proved to be productive in paying quantities or n=cessary for unit ‘ 9
operations, or to exclude land then regarded as reasonably proved not to be 10
productive in paying quantities and the schedule of allocation percentages 11
shall be revised accordingly. The effective date of any revision shall ﬂe 12
the first of the month in which is obtained the knowledge or information on 13

which such revision is predicated, provided, however, that a wmore appro- 14

priate effective date may be used if justified by the Unit Operator and 1s
approvad by the Supervisor and the Land Commissioner. No land shall be 16
excluded from a participating area on account of depletion of the unitized 17
substances, except that any participating area estaﬁlished under the pro~- 18
visions of this unit agreement shall terminate automatically whenmever all j9
completion in the formation on which the participating area is based are 20
abandoned. '. 21

It is the intent of this section that a participating area shall 22
represent the area known or reasonably estimated to be produ;tive in paying 23
quantities; but, regardless of any revision of the participating area, 24
nothing herein contained shall be construed as requiring any retroactive 25

adjustment for production cbtained prior to the effecﬁive date of the

revision of the participating area. ' 27

In the absence of agreemant at any time between>the Unit OpetatOt and 28
the Supervisor and the Land Comnissioner as to the proper defimition or 29
redefinition of a participating area, or until a participating area has, 30
or areas have, been established as provided herein, the portiomn of all 31
payments affected thereby shall be impounded in a manmer mutu2lly accept— 32
able to the owners of working interests and the Supervisor and the Land 33
Commissioner. Royalties due the United States and the State of New Mexico 34

shall be determined by the Supervisor and the Land Commissioner, respec— 35
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tively, and the amount thereof shall be depositeé, as directed by the

mervisor and the Land Commissionar

e egum . »

i)

ts be held as wicarned monies unzil
a participating area_is finally approved and thea applied as earnad or

returned in accordance with a determinatfon of the sums due as Federal

royalty and State of New Mexico royaltyr, respectively, on the bzsis of such

approved participating area.
Whenever it is determined, subject tc the approval of the Supervisor,

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

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

on privately owned land, that a well drilled under this agreement is not
capable of p:oduction in paying quantities and inclusion of the land on |
which it is situated in a participating area is uduarran:ed, production -
from such well shall, for the purposes of settlement among all parties

other than working interest owners, be allocated to the land on which the

well is located unless such land is alresady within the participating area

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

Séttlement for working interest benefits from such a well shall be made as
provided in the unit operating agreement. .
12. ALLOCATION OF PRODUCTION. All unitized substances produced from

each participating area established under this agreement, except any part

1

Z
3
3
5
6
7
8
9
10

11
12

20

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

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

22

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

opment approved by the Supervisor, the Land Commissioner and the
Conservation Commission, or unavoidably lost, shall be deemgd to be pro-
duced equally on an acreage basis from the several tracts of unitized land
of the participating area established for such production and, for :he‘
purpose of determining any benefits accruing under this agreement, each
such tract of unitized land shall have allocated to it such percentage of
said produciion as the number of acres of.such tract included in said

participating area bears to the total acres of unitized land in said

purposes other than for settlement of the royalty, overriding royalty, or
payment out of production obligations of the respective working interest

owners, shall be on the basis prescribed in the unit operating agreement

-12-

27
28
29

31
32
33
34




w o~ W

10

11

12
13
14
15
16
17
18
19
20

21

23
24
25
26

28

29

31

32

33

35

whether in conformity with the basis of allocation -here:l.n set forth or 1
otherwise. It is hereby agreed that production of unitized substances from 2
a participating area shall be allocated as provided herein regardless of 3
whether any wells are drilled oa any particular part or tract of said part- 4
icipating area. If any gas produced from one participating area is used for §
repressuring or recycling purposes in another participating area, the first ¢
gas withdrawn from such last-mentioned participating area for sale during 7
the life of this agreement shall be considered to be the gas so transferred =8
until an amount equal to that transferred shall be so produced for sale and 9
such gas shall be allocated to the participating area from which initially ;g
produced as such area was last defined at the time .of such final productiom.jj
.13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS. 12

Any party hereto owning or controlling the workiné interest in any unitized 13
land having thereon a regular well location may with the approwval of the 1%
Supervigor as to Federal land, the Lax;d Commissioner as to State land, and 15
the Congervation Commission as to privately owned iand, at such party's sole;g
risk, costs, and expense, drill a well to test any formatiop for wvhich a 17
participating area has not been established or to teat any fofmation for 13
which a participating area has been established if:such location is not 19
within said participating area, unless within niﬁéty {90) days of receipt 20
of notice from said party of his intentioﬁ to drill the well the Unit 21
Operator elects and commences to drill such a well in like manner as other 22
wells are drilled by the Unit Operator under this agreement. 23
If any well drilled as aforesaid by z working fnterest owner results 2%

in production such that the land upon which it is situated may properly be 25
included in a participating area, such participating area shall be estab- o4
lished or enlarged as provided in this agreement and the well s‘;xa.ll there- g7
after be operated by the Unit Operator in accordance with the terms of this g
‘agreement and 't'ne unit operating agreement. 29
If any well drilled as aforesaid by a working inter=st owner obtains 30
procuction in quantities insufficient to justify the inclusion of the land 33
upon which such well is situated in a participating area, such well uﬁy be 32
operated and produced by the party drilling the same subject to the 13
conservation requirements of this agreement. The ro;alties in amount or 34

value of production from any such well shall be paid as specified in the 35
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15, ROVALTY SETTLLMENT. Tue Unlted Stales, the State of New Mexico,

L8

and any royalty owner who, is entitied to take in kind a share of the

2
3
substances now unitized hereunder shall hercafter be entitled to the right &
to take in kind its share of the unitized sudstances, and Unit Operator, or $

6

N v W

the working interest cuner in case of the oparation of a well by a working

7 interest owner as herein provided for in special cases, shall make deliveries?

8 of such royalty share takem in kind in conformity with the applicable 8

9 coatracts, laws, and regulations. Settlecent for royalty interest not taken 9
10 1im kind shall be made by working interest owners responsible therefor under 10
11 existing contracts, laws and regulations, or by the Unit Operator oa or 11 |
12 before the last day of each month for unitized substances producéd during 12 ’
13 the preceding calendar month; provided, however, that nothing herein con~ 33 '
14 tained shall operate to relieve the lessees of any land from their respec- 14
15 tive lease obligations for the payment of any royalties due under their 1S
; 16 leases. _ 18
17 If gas obtained from lands mot subject to this agreement is fntroduced 17
i 18 1into any participating area hereunder, for use in repressuring, stimulation 18
: . 19 of production, or increasing ultimate recovery, in conformity with a plan ofl9 .

20 operations approved by the Supervisor, the Land Commissioner and the 20

. £ 8 g

21 Conservation Commission, a like amount of gas, after settlement as herein 23

provided for any gas transferred from any other participating area and 22

R

23 with appropriate deduction for loss from any cause, may be withdrawn from 23

; .24 the formation into which the gas is introduced, royalty free as to dry gas, 24
25 but not as to any products which may be extracted therefrom; provided that 25

26 such withdrawal shall be 2t such time as may be provided in the approved 26

27 plan of operations or as may otherwise be consented to by the Supervisor, 27

28 the Land Commissioner and the Conservation Commission as conforming to 28
29 good petroleum engineering practice; and provided further, that such rizht 29 ->
30 of withdrawal shall terminate on the termination of this unit agreement. 30

31 Royalty du2 the United States shall be cozputed as provided in the 31

32 operating regulations and paid in value or delivered in kind as to all 32
33 unitized substances on the basis of the amounts thereof allocated to 33
34 unitized Federal land as provided herein at the rates specified in the 34

35 respective Federal leases, or at such lower rate or rates as may be 35




et W e

~N O W W N

10
11
12
13
14
15
16
17
18
19
20
21

23
24

26
27
28
29

31
32
33
34

35

authorized by law or regulation; provided, that for leases on which the

royalty rate depends on the daily average production per wall, said av
production shall be determined in accordance with the operating regulatiomns
as though each participating area were a single consolidated lease.

Royalty due che.State of New Mexico shall be computed and paid on the
basis of the amounts allocated to unitized State land as provided herain at

the rate specified in the State oil and gas lease.

koyalcty due on account of privately owned lands shall be computed and |

paid on the basis of all unitized substances allocated to such laands.

15, RENTAL SETTLEMENT. Rental or minimum royalties due on leases

comaitted hereto shall be paicd by working interest oumers responsible there- il

for under existing contracts, laws, and regulations, provided that noéhing

herein contained shall operate to relieve the lessees of any land from their i3

respective lease obligations for the payment of any reantal or minimum

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

United States subject to this agreement shall be paid at the rate specified
in the respective lazases from the United States mmless such renral or minf-
mum royalty is waived, suspended, or reduced by law or by appw of t:he
Secretary or his duly authorized reprasentative.

Rentals on State of New Mexico lands subjéct to this agreement shall
be pai& at the rates specified in the respective leases. '

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

extended by this agreement and until the required drilling operations are

commenced upon the land covered thereby or until some portion of such land 1s29

included within a participating area.
16. CONSERVATION. Operations hereunder and production of unitized
substances shall be conducted to provide for the most economical and effi-

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

to State or Federal 1iaw or regulation.

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

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, condi-

tions, and provisions of all leases, sybleases, and other contracts relating

N » o w N

to exploration, drilling, development, or operation for oil or gas on lands

commitred to thisx agresment are hereby expressly‘-_-ga-r fiad anA nmded- ta rha

“

extent necessary to make the same conform to the provisions hereof, but g
otherwise to remain in full force and effect; and the parties hereto hereby ¢
consent that the Secretary as to Federal leases, and the Land Commissioner 19
as to State leases, Shau and each by his approval heréof, or by the approval);

hereof by his duly authorized representative, does hereby establish, alter, 12

change or revoke the drilling, pr&ducing, rental, minimuwm royalty, and 13
royalty requirements of Federal and State leases committed hereto and the 1§
regulations in respect thereto to confdm sald requirements to the provi- 15
sions of this agreement, and, without liniting the generality of the fore-
going, all leases, subleases, and contracts are par_:ticularly nc:d:l.fied in |
accordance with the followiﬁg:

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

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

owned tract subject to this agreement, regardless of whether there is any
development of any particular tract of the unit area.

(b) Drilling and producing operations performed hereunder upon any
tract of unitized lands will be a&cepted aund deemed to be performed upon
and for‘the'benefit of each and every tract of unitized land, and no lease
shall be deemed to expire by reason of failure to‘drill or préduce wvells
situated on the land therein embraced.

(c) Suspension of drilling or ptoduciﬁg operations on all wnitized
lands pursuant go direction or consent of the Secretary and the Land
Commissioner of their duly authorized rapreseatatives shall be deemed to
constitute such suspension pursuant to such direction or consent as to each 32
and every tract of unitized land. A suspension of drilling or producing 33.‘f
operations limited to specified lands shall be applicable oqu to such lands.3s

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

JRCIP o e B e eme e,
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drilling, development or operation for oil or gas of lands other than those

of the United States committed to this agreement, which, by its terms aighe

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

any such terms so provided therein so that it shall be coantinued in full

force and effect for and during the term of this agreement.

(e) Any Federal lease for a fixed term of twenty (20) years or any

renewal thereof or any part of such lease which is made subject to this

agreement shall continue in force beyond the term provided therein until the

texmination hereof. Any other Federal lease committed hereto shall continue

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

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

is had in paying quantities under this unit zgreement prior to the expira-

tion date of the term of
operations are commenced

of this agreement, prior

such lease, or in the event actual drilling
on unitized land, in accordance with the provisions

to the end of the primary term of such lease and

are being diligently prosecuted at that time, suchi lsasa shall be extended

quantities in accordance

Revisions of 1960.

- (£} Rach sublaase

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

with the provisions of the Mineral Leasing Act

or contract relating to the operatibiz and develop-

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

underlying lease, as extendad by, the immediately preceding paragraph, will 23
expire, is hereby extended beyond any such term so provided therein so that 24

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

underlying lease as such

term is herein extended.

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

is governed by the following provision in the fourth paragraph of Sec. 17(3j)

of the Mineral Leasing Act, as amended by the Act of September 2, 1960

(74 Sctat. 781-784): “Any (Federal) lease heretofore or hereafier committed

to any such (unit) plan embracing lands that are im part within and in part

outside of the area covered by any such plan shall be segregated into sep-

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

effective date of unitization:

the nonunitized portion shall coatinue in force and effect for the term

Provided, however, That any such lease as to

1
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thereof but for not less than two (2) years from the date of such segre- 1
gation and so long thereafter as oil or gas is produced in paying quantities. 2
Any lease embracing lands of the State of New Mexico which is made

subject to this agreement, shzll contiaue in force beyond the term provided

therein as to lands coomitted iiereto with the termination hereof.

1its lands committed hereto shall be segregated as to the portion cummitted

3
4
. 5
(h) Any lease, other than a Federal lease, having only a portion of 6
7
aud the portion not committed, and the provisions of such leasac shall apply 8
separately’ to such segregated portions commencing as of the effective date ]
hereof. In the event aay such leaée provides for a lump-sum rental payweat, 10
such payment shall be prorated between the portions so segregated in pro- i1

portion to the acreage of the respective tracts. 12

(i) Any lease embracing lands of the State of ﬁew Mexico having only .13
a portion of its land committed hereto, shall be segregated as tc the 14
portion committed and the portion not committed, aud the provisions of stxch 15
lease shall apply separately to such- segregated portions commencing a.s-of 18
the effective date hereof; provided, however, notwithstanding any of the 17
provisions of this agreement to the contract a.nyilease ecbracing lands of 13
the State of New Mexico having only a portion of its lands committed hereto 319
shall continue in full force and effect beyond the term provided therein as 29
to all lands embraced in such lease, if oil or gas is disct.:wered and is 21
capable of being produced in paying quantities from soma part ‘of the lands 22
embraced in such lease at the expiration of the secondary term of such lease;23
or if, at the expiration of the secondary term, the lessee or the Unit 24 - :
Operator iis then engaged in bona fide drilling or reworking operations an 25
some part of the lands embraced in such lease, the same, as-to all lands 26
embraced therein, shall remain in full force and effect sc¢ long as such 27
operations are being diligently prosecuted, and if they result in the pro- 23
duction of oil or gas; said lezszc shzll éontinue in full force and effect as 29
to all of the lands embraced therein, so long thereafter as oil or gas in 30
paying quantities is being produced from any portion of said lands. ' 31

19. COVENANTS RUN WITH LAND, The covenants herain shall be constrred 32
to be covenants rumnning with the land with respect to the interest of the 13
parties nereto and tneir successors in interest uatil this agreement 35

terminates, and any grant, transfer, or conveyance, of interest in lacnd or 35
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leases subject hereto shall be and hereby is conditioned upon the assumption |
of all privileges and obligations hereunder by the grantee, transferee, or 2
other successor in interxest, No aséignment or transfer of any working 3
interest, royalty, or other interest subject hereto shall be binding upon Unit4
Operator until the first day of the calendar moath after Unit Operator is L
furmished with the original, photostatic, or certified copy of the instrument §

of transfer, 7

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

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

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

(b) It is reasonably determined prior to the expiration of the fixed 14

term or any extensioa thereof that the unitized land is incapable of pro- 15

duction of unitized substances in paying quantities in the formations tested 16

hereunder and after notice of intention to terminate the agreement on such 17

ground is given by the Unit Operator to all partiés in interesﬁ at their 18
last known addresses, the agreement is terminated with the aﬁproval of the 19
Supervisor and Land Cocmissioner, or ' 20

(c) A valuable discovery of unitized substances has been made or 21
accepted on unitized land during said initial term or any extension thereof, 22
in which event the agreement shall remain in effect for such term and so 23
long as unitized substances can be produced in quantities sufficient to pay 24
for the cost of producing same from wells on unitized land within any parti- 25
cipating area established hereunder and, should production cease, so long 26
thereafter as diligent operations are in progress for the restoration of 7
production o::' discovery of new production and so long thereafter as unitized ,g
substances so discovered can be produced as aforesaid, or 29

(d) It is terminated as heretofore provided in this agreement. 20

This agreement may be terminated at any time by not less than s’event:j—five 11

(75) per centum, on an acreage basis, of the working interest owners 32
signatory hereto, with the approval of the Supervisor and Land Commissioner; 33
notice of any such approval to be given by the Unit Operator to all parties g4

hereto. . 35




1 21. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTTON. The Director is 1

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

3 discretion the quantity and rate of production under this agreement when such 3
4 dquantity and rate 1s not fixed pursuant to Federal of State law or does not &
5 conform to any state-wide voluntary conservation or allocation program, which 3
6 1is established, recogunized, and generally adhered to l';»y the majority of 6

7 operators in such State, such authority being hereby limited to alteration or 7

8 modification in the public interest, the purpose thereof and the public 8
9 1interest to be.served theraby to be stated imn the order of alteraticn or mod- 9
10 1ification. Without regard to. the foregoing, the Director is also hereby 10

11 vested with authority to alter or modify from time to time in his discretion 1}

12 the rate of prospecting and development and the qua—tity and rate of pro- 12

13 duction under this agreement when such alteration or modification is in the 13 -
, 14 1interest of attaining the conservation objectives stated in this agreement }4
15 2and is not in violation of any applicable Federal or State law. 15

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

R R A Ve P I T W PN SRS

17 after notice to Unit Operator and opportunity for hearing to be held not less}?

! 18 than fifteen (15) days from notice. ‘ .18 é
19 Provided, further, That no such alteration or modification 3hall be 19 |
| 20 effective zs to any land of the State of New Mexico, as to the rate of 20

21 Prospecting and developing in the absence of the specific written approval 2}
22 thereof by the Commissioner and as to any lands of the State of New Mexico 22
23 or privately owned lands subject to this agreemeat as to the quanti:y and 23
24 rate of production in the absence of specific written approval thereof by 24

25 the Commission. S ‘ 25

26 22, CONFLICT OF SUPERVISION. Neither the Unit Operator nor the. 26
27 working interest owners nor any of them shall be subject to aﬁy forfeiture, 27
28 termination or expiration of any rights hereunder or under any leases or 28

29 contracts subject hereto, or to any penalty or liability on account of delay 29

30 or failure in whole or ian part to comply with any applicable provision 30
31 thereof to the extent that the Unit Operztor, working interest owners or any 3}

32 of them are hindered, delayed or prevente:d from complying therewith by 32

33 reason of failure of the Unit Operator to odtain in the exercise of due 33
34 ililigence, the concurrence of proper rep 2sentatives of tne United States 34

35 and proper representatives of the State of New Mexico in and about any 35
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matters or thing concerning which it is required herein that such con- 1
curreace be obtained. The parties hereto, including the Coaservation 2
Comnission, agree that all powers and authority vested in the Conserva:i.on 3
Commission in and by any provisions of this by it pursuant to the provisions &
of the laws of the State of New Mexico and subject in any case to appeal or §

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

of New Mexico. . 7
23, APPEARANCES. Unit Operator skall, after notice to other parties @8

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

affected hereby before the Department of the Interior, the Commissfoner 10

of Public Lands of the State of New Mexico and the New Mexico 01l 11
Conservation Commission and to appeal from orders issued under the regu- 12
lations of said Department, the Conservation Commission or Land 13
Commissioner or to apply for relief from any of said regulations or in any 1&
proceedings relative to operations before the Department of fhe Interior, 15
the Land Commissioner, or Conservation Commission or any other legally 16
constituted authority; provided, however, :h;t any other interested party 17
shall also have the right at his own expense to be heard in any suéh pro—~ 18
ceeding. 19

24. NOTICES. All notices, demands or statements required hereunder 20

to be given or rendered to the parties hereto shall be deemed fully given

N
ima

if given in writing and personally delivered to the party or sent by post— 22
paid registered or certified mail, addressed to such party or parties at 23
their respective addresses set forth in connection with the signatures 24

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

V]

any such party may have furnished in writing to party seanding the notice, 4

demand or statement. 27

25, NOVHAIVER OF CERTAIN RIGHTS. Nothing in this agreement contained 28
shall be éonstrued as a waiver by any party heretor of the right to assert 29
any legal or comstitutional right or defense as to the validity or imvalid- 3g
ity of any law of the State wherein said unitized lands are located, or of 31
the United States, or regulations issued thereunder in any way affecting 32
such party, or as a waiver by any such parcy of any right beyond his or its 33
authority to waive. 35

26. UNAVOIDABLE DELAY. A1l obligsticns under this agreement requiringig

el Ak miarh




N

» v &~ W

10
11
12
13
14
15

16

17

18
19
29
21
22
23
25

the Unit Operator to commence or continue drilling or to operate on or 1
produce unitized substances from any of the lands covered by this agreement 2
shall be suspended while the Unit Operator, despite the exercise of due care 3
and diligence, is prevented irom complying with such obligations, in whole 4

or in part, by strikes, acts of God, Federal, State, or municipal law or 5

agencies, unavoidable accidents, uncontrollable delays in transportation, 6

inability to obtain necessary materials in cpen market K or other matters ?
beyond the ressonable control of the Unit Operator whether similar to matters8
herein enumerated or not. No unit obligation which is suspended under this 9
section shall become dve less than thirty (30) days after it has been 10
determined that the suspension is no longer applicable. Determination of 11
creditable "Unavoidable Delay" time shall be mada by the Unit Operator 12 |
subject to approval of fhe Supervisor and the Land Commissioner. 13

27. HNONDISCRIMINATION. In connection with the performance of work 14
Qnder this agreement, the operator agrees to comply with 211 the provisioans 15
of Section 202 (1) to (7) inclusive of Executive Order 11246 (30 F.R. 12319}16
as amended, which are hereby incorporated by reference in this agrgemenh. 17

28, LOSS OF TITLE. 1In the éfent title to any tract of unitized land 18
shall fail»and the true owner cannot be induced to join in this wuit 19
agreement, such tract shall be automatically regarded as not committed here-2q
to and there shall be such readjustment of future costs and benefits as may 23

be required on account of the loss of such title. In the event of a disputezp

as to title as to any royalty, working interest, or other interests subject 23

thereto, payment or delivery oa account thereof may be withheld without 25
liability for interest until the dispute is fipally settled; provided, that,s
as to Federal and State land or leases, no payments of funds due the 26
United States or the State of New Mexico should be witﬁheld, but such funds 54
of the United States shall be deposited as directed by the Supervisor and ,g
such funds of the State of New Mexzico shall be deposited as directed by the zq
Laad Commis;ioner to be held as unearnmed monej pending final settlement of 30
the title dispute, and then applied as earned or returnzd in accordanca 31
with such final secttlemsnc. : 32

Unit Operator as such is relieved froa any responsibi;ity for any 33

defect or failure of any title hereunder. 3%

29. NON-JOINDER AND SUBSEQUENT JOIXDEZR. If the owner of any sub- 35
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stantial interest in & tract within the unit area fails or refuses to sub-
scribe or consent to this agreement, the owner of the working interest in

that tract may withdraw said tract from this agreement by writtem notice

2
3
gelivered to the Supervisor and the Land Commissioner, and the Unit Operator &
prior to the approval of this agreement by the Supervisor. Any oil or gas s
interests in lands within the unit area not committed hereto prior to sub- g
mission of this agreement for final approvil may thereafter be committed y 4

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

agreement, and, if the interest is a working interest, by the owner of such ¢
interest alsc subscribing to the unit operating agreement. After operatiomsig
are commenced hereunder, the right of subsequent jc‘)inder,‘ as provided in 11
this section, by a working interest owner is subjécc to such requirements 32

or approvals, if any, pertaining to such joinder, as may be provided for in 13

the unit operating agreement. After final approval hereof, joinder by a 1§
non-working interest owner must be consented to in writing by the working IS
interest owner committed hereto and responsible for the payment of any 16
benefits that may accrue hereunder in behalf of such non-working :Lnte-mt. 17-
A non-working interest may not be committed to this unit agreén&ut unless 18
the corresponding working intersst is cormitted hereto. Joinder to the 19
unit agreement by a working-interest owner, at any tinne; must be accom— 20
panie& by appropriate joinder to the unit operating agreement, if more than 21
one committed working-interest owner is involved, in order for the interest 23
to be regarded as committed to this unir agreement. Except as may otherwise23
herein be provided, subsequent joinders to this agreement sﬁall be effectivers
as of the first da-y of the month following the filing with the Supervisor, 25
the Land Commissioner and the Conservation Commission of duly executed 26
counterparts of all or any papers necessary to establish effective commit-— 27
ment of any tract to this agreement unless objectj.qn to such jeinder is 28
duly made within sixty (60) days by the Supervisor or Land Commissioner, 29

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

by the Land Commissioner. 131
30. COUNTERPARTS. This agreement may be executed in any number of 32
counterparts no one of which needs to be executed by all parties or may be 313

ratified or consented to by separate instrument in writing specifically

S

referring hereto and-shall be binding upon all those parties who have 3s
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executed such a counterpart, ratification, or consent hereto with the same

 §

force and =2ffect as if all such parties had signed ihe same document and 2
regardless of whethar or not it is executed by all other parties owning or 3
claiming an interest in the lands within the above-described unit area. &
30. SUBRRENDER. Nothing in this agreement shall prohibit the exercise g

by any working interest owmer of the right to surrender vested in such party 6
by any lease, sublease, or operating agreement as to all or any part of the 7

lands covered thereby, provided that each party who will or might acquire 8

such working interest by such surrender or by forfeiture as héreafter set 9
forth, is bound by the terms of this agreement. ' 10

If as a result of any such surrender the working interest rights as .to 11
such lands become vested in any party other than the fee owner of the ' 12
unitized substances, said party may forfeit such rights and further beneﬁ.tsu
from operation hereunder as to said land to the party next in the chain of 14
title who shall be and become the owner of such working interest. 18

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

rights become vested in the fee owner of the unitize¢ substances, such

pm
W«

owner may: 18
(1) Accept those working interest rights subject to this agreement 19
and the unit operating agreement; or 20

(2) Lease the portion of such land as is included in a participating 21
area established hereunder subject to this agreement and the unit operating 22
agreement; or ; ' 23
(3) Provide for the independent operation of any part of such land 24

that is not then included within a participating area established here— 25

under. } _ . 26
If the fee ouwner of the unitized substance does not accept the 27

working Interest rights subject to this agreement and the unit operating 28

agreement or lease such lands as above provided within six (6) months after 29
the surrendered or forfeited working interest rights become wvested in the 30
fee owner, the benefits and obligations of operations accruing to such 33

lands under this agreement and the unit operating agreement shall be shared 32

by the remaining owners of unitized working interests in accordance with 33
their respective working interest ownerships, and such owners of working 3%
interests shall compensate the fee owner of unitized substances in such 3S
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- their account and the account of the royalty owners all valid taxes om or g

lands by paying sums equal to the reatals, minimum royalties, and royalties 1
applicable to such lands under the lease in effect when the lands were 2
unitized. ' 3

An appropriate accounting and settlement shall be made for all benefits &
accruing to or payments and expenditures made or incurred on behalf of such §
surrendered or forfeited working interest subsequent to the/ date of sur- 6
render or forfeiture, and payment of any monies found to be owing by such an 7
accounting shall be made as between the parties within thirty (30) days. 8
In the event no unit operating agreement is in existence and a mutually 9
acceptable agreement between the proper pa;rties ther;to cannot be consum~ - }g
mated, the Supervisor may prescribe such reasonable and equitable agreement 33

as he deems warranted under the circumstances.

12

The eierc:lse of any right vested in a working interest owner to 13
reassign such working interest to the party from whom obtained shail be 14
subject to the same conditions as set forth in this section in regard te (S
the exercise of a2 right to surrender. 16
3Z. TAXES. The working interest owners shall render and pay for 17

(-]

measured by the unitized substances in and under or that may be produced,

8 &

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

effective date of this agreement. or ubon the proceeds or net proceeds

~N
(1.

"derived therefrom. The working interest owners on each tract shall and may 22

charge the proper proportion 9f said taxes to the roialty owners Im\r:!.ngT 23
interests in said tract, and may currently retain and deduct sufficient 24
of the unitized substances or derivative products, or net proceeds ther;'eof 25
from the allocated share of each royalty owner to secure reimbnrsement for 26

the taxes so paid. No such taxes shall be charged to the United States or 27

to the State of New Mexico or to any lessor who has a contract with his 28

lessee which requires the lessee to pay such taxes. ' 29
33. NO PARTHERSHIP. It is expressly agreed that the relation of 30

the parties hereto is that of independent contractors and nothing in this 33
agreement contained, expressed or implied, nor amy operations conducted 32
hereunder, shall create or be deemed to have created a partnership or 33

association between the parties hereto or any of them. 34
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35

IN WITNESS WHEREOF, the parties herstoc have caused this agreement to

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

execution.

UNIT OPERATOR AND
WORKING INTEREST OWNER

TRANSOCEAN OIL, INC.

Date /’)(h!@_& 3)' I‘{H'] By /7// Z

ttorney-in-Fact
1700 First City East Building
Houston, Texas 77002

STATE OF TEXAS )
) ss
COUNTY OF HARRIS )

On thisx.?IQJ%day of O( m;.n/\ __» 1977, before me personally

appeared C. R. Church, to me known to be the person who executed the

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

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

GIVEN under my hand and seal this 3‘% day of FML

A.D., 1977.

Ok b

Y Y T

-

Notarv Prhide

_____ 7 -

My commission expires:

WA
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| BEFORE EXAMINER STAMETS |
' OIL CONSERVATION COMMISION

Opplecants F7BTNO VB |

EXHIBIT “B" | "ASE lo1072 ‘
SCHEDULE SHOWING THE PERCENTAGE AND KIND OF OWNERSHIP OF OIL AND GAS INTERESTS CASENO. _—
Submitted S&nﬁ@k&vi

QUEMADO UNIT AREA

CATRON COUNTY, NEW MEXICO —
’ B Hearing Date F.m.\.& \_NN _
NUMBER SERIAL NUMBER BASIC ROYALTY LESSEE OF RECORD OVERRIDING ROVAPY-~momrmoadd@RIGEN Gl NI P S L mmemcnnene. |
OF AND EXPIRATION AND ; AND AND AND
NO. DESCRIPTION OF LAND ACRES DATE OF LEASE  PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE
FEDERAL LANDS
1 2N—-15W, NMPM 2,281.59 NM-22163 United States TransOcean 0il, Inc. 62.50% Colorado Plateau TransOcean 62.5Q0%
Section 17: All 3-31-85 100% Estate of William G. Helis Geological Services 3% Helis 33.75%
Section 19: W/ZE/2 a partnership 33.75% Harlan C. Altman, Jr., Keller 3.75%
Section 20: All Keller 0Oilfield Services Trustee of the Stewart
Section 29: All Company, Inc. 3.75% Venture Trust dated
Section 30: Lots 1, 2, 3, E/2HW/4 12-31-74 1% ]
2 2N-15W, NMPM 1,120.00 NM-22166 United States TransOcean 62.50% CPGS 3% TransOceanr 62.50% :
Section 21: All 3-31-85 100% Helis 33.75% Harlan C. Altman, Jr., Helis 33,752
Section 28: W/2, NE/4 Keller 3.75% Trustee of the Stewart Keller 3.75%
Venture Trust dated
12-31-74 1%
3 2N-15W, NMPM 639.74 NM-22169 United States TransOcean 62.50% cPGs 33X TrangOcean 62,50%
Section 18: Lots 1,2,3, NW/4SW/4, 3-31-85 100% Helis 33.75% Harlan C. Altman, Jr., Helis 33.75%
E/2wW/2, E]2 Keller 3.75% Trustee of the Stewart Keller 3.75%
Venture Trust dated
12-31-74 1%
4 2N-17W, NMPM 332.35 NM-22233 United States TransOcean 61.50% CPGS 32 TransOcean 62.50%
Section 29: Lots 9,10,11,12,13, 3-31-85 100% Hells 33.752 Helis 33.75%
14,15,16 Keller 3.75% Keller 3.75%

AR i . peee




OVERRIDING ROYALTY

WORKING INTEREST

NUMBER SERIAL NUMBER BASIC ROYALTY LESSEE OF RECORD
TRACT oF AND EXPIRATION AND AND AND AND
NO. DESCRIPTION OF LAND ACRES DATE OF LEASE  PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE
5 2N-17W, NMPM 1,484.89 NM-22234 United States TransOcean 62.50% . CPGS 3% TransOcean 62.50%
Section 21: Lots 1,2,3,4, 3-31-85 100Z Helis 33.75% Helis 33.75%
S$/2, E/2NW/4, SW/4NW/4 Keller 3.75% Keller 3.75%
Section 28: W/2, KE/4, N/2SE/4 .
Section 29: Lots 1,2,3,4,5,6,7,8,
6 2N-17W, NMPM 2,515.16  NM-22235 United States TransOcean 62.50% CPGS 37 TransOcean 62.50%
Section 22: Lots 1,2,3,4,5,6,7,8, 3-31-85 100% Helis 33.75% Helis 33.75%
9,10,11,12,13,14, Keller 3.75% Keller 3.75%
W/25W/4 (All)
Sect:ion 23: Lots 1,2,3
Sect:ion 27: All
Section 33: NW/4, S/2NE/4, S/2
Section 34: Lots 1,2, N/2SW/4,NW/4, Ef2
7 2N-17W, NMPM 2,547.54 NM-22236 United States TrangOcean (2.50% CPGS 3% TransOcean 62.50%
Section 23: Lot 4, SE/4, N/2WM/4, 3-31-85 100% Helis 33.75% Helis 33.75%
SE/4NW/4, NE/4SW/4 Keller 3.75% Keller 3.75%
Section 24: S§/2
Section 25: All
Section 26: Lots 1,2,3,4,5,6,
NE/4, SW/4, E/2NW/4
Section 35: Lots 1,2,3,4,5,6,
N/2NW/4, NE/4, NE/4SE/4,
S/25W/4
8 2N-17w, NMPM 480.00 NM-22240 United States TransOcean 62.502 CPGS 3% TransOcean 62.50%
Section 23: NE/4 3-31-85 100% Helis 43.75% Helis 33.75%
Section 24: N/2 Keller 3.75% Keller 3.75%
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LESSEE OF RECORD

NUMBER SERIAL NUMBER BASIC ROYALTY OVERRIDING ROYALTY WORKING INTEREST
or AND EXPIRATION AND AND : _ AND AND
NO. DESCRIPTION OF LAND ACRES DATE OF LEASE  PERCENTAGE PERCENTAGE PERCENTACE PERCENTAGE
9 2N-16W, NMPM 40.00 NM-22566 United States TransOcean 62.50% CPGS 3% TransOcean 62.50%
Section 29: NW/4SW/4 7-31-85 100% Helis ~33.75% Phillip D, Nickell Helis 33.75%
Keller 3.75% 3 of 1% Keller 3.75%
10 2N--16W, NMPM 1,920.00 NM- 23687 United States TrangOcean 62.50% CPGS 3% TransOcean 62.50%
Sectilon 22: All 8-31-85 100% Helis 33.752 Harlan €. Altman, Jr., Helis 33,752
Section 23: All Keller 3.75% Trustee of the Stewart Keller 3.75%
Section 25: All Venture Trust dated
12-31-74 12
11 2N-16W, NMPM 2,000.00 NM-23688 United States TransOcean 62,50% CPGS 3% TransOcean 62.50%
Section 26: All 8~31-85 100X Helis 33.75% Harlan C. Altman, Jr., Helis 33.75%
Section 33: W/2NW/4, NW/4SW/4, Keller 3.75% Trustee of the Stewart Keller 3.75%
SE/4SW/4&, SW/4SE/L. Venture Trust dated
W/2NE/4 12-31-74 1%
Section 34: N/2, N/2SW/4, SE/4SW/4
SEction 35: All
} 12 2IN-16W, NMPM 1,208,446 NM-23689 United States TransOcean 62.50% CPGS 3X TransOcean  62.50%
w Section 30: Lots 1,2,3,4, W/2E/2, 8-31-85 100% Helis 33.75% Harlan C. Altman, Jr., Helis 33.75%
E/2W/2, E/2SE/4 Keller 3.75% Trustee of the Stewart Keller 3.75%
‘ Section 31: Lots 1,2,3,4, E/2, Venture Trust dated
E/2W/2 12-31-74 12
13 2N-16W, NMPM 2,076.96 NM- 23690 Unjited States TransOcean 62.50% CPGS 3X TransOcean 62.50%
Section 18: Lots 1,2,3,4, 5-31-85 100% Heiis 33.75% Harlan C. Altman, Jr., Helis 33.75%
Keller 3.75% Trustee of the Stewart Keller 3.75%

E/2W/2, E/2 (All)
Section 19: NE/4NE/4, 8/2SE/4, SE/4SW/4
SE/4NW/4, Lots 2,3,4
Section 20: N/2. SE/4
Section 21: All

Venture Trust dated
¥ 12-31-74 1
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SERTAL WUMBER BASIC ROYALTY

LESSEE OF RECORD

OVERRIDING ROYALTY

WORKING INTEREST

(1) AND EXPIRATION AND AND AND AND
NO. DESCRIPTION OF LAND L ACRES DATE OF LEASE PERCENTAGE PERCENTAGE PERCENTAGI: PERCENTAGE
14 2N--16W, NMPM 2,400.00 NM-23698 United States TransOcean 62.502 CPGS 3% TransOcean 62.50%
Section 13: N/2NW/4, NE/4, 3/2 5-31-85 100% Helis 33.75% Harlan C. Altman, Jr., Helis 33.75%
Section l4: W/2, W/2E/2, Keller 3.75% Trustee of the Stewart Keller 3.75%
NE/4NE/4, SE/4SYE/4 Veniure Trust dated
Section 15: All 12-31-74 | ¥ 4
Section 24: All
15 2N-16W, NMPM 1,280.00 NM-23700 United States  TransOcean 62.50% CPGY 3% TranoOcean 62.50%
Section 9: All 5-31-85 100% Helis 33.75% Harllan C. Altman, Jr., Helis 33.75%
Section 10: All Keller 3.752 Trustee of the Stewart Keller 3.75%
Venture Trust dated
12-31-74 1%
16 2N-16W, NMPM 1,915.10 NM-23701 United States TransOcean 62.50% CPGs 3% TrangsOcean 62.50%
Section 7: Lots 1,2,3,4, 5-1~-85 1002 Helis 33.75% Harlan C. Altman, Jr., Helis 33.75%
E/2W/2, Ef2 (All) Keller 3.75% Trustee of the Stewart Keller 3.75%
Section B: All Venture Trust dated
Section 17: A1l 12-31-74 1%
17 2N-17W, NMPK 320.00 NM-30462 United States TransOcean 62.50% CPGS 3% TransOcean 62.50%
Section 13: NW/4NE/&. NW/4, © 3-31-85 100% Helis 33.75% _ Helis 33.75%
E/2SE/4, SW/4SE/4 Keller 3.75% Keller 3.75%
18 2N-16W, NMPM - 1,120.00 NN-30467 United States TransOcean 62.502% CPGS 32 TrangOcean 62.50%
Section 27: All 8-31-85 100% Helis 33.75% Harlan C. Altman, Jr., Helis 33.75%
Section 28: S/2NE/4, SE/4SW/4, NE/4SE/L Keller 3.75% Trustee of the Stewart Keller 3.75%

Section 29:

Section 32:

NE/4NE/4, W/2E/2,
NE/4NW/4, SE/4SE/4
NE/4SE/4

Venture Truant dated
12-31-74 1%

18 FEDERAL TRACTS TOTALING 25,681.77 acres

or 75.88% of unit area
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NUMBER SERIAL NUMBER BASIC ROYALTY LiZSSEE OF RECORD OVERRIDING ROYALTY WORKING INTEREST
oF AND EXPIRATION AND AND AND AND
NO. DESCRIPTION OF LAND ACRES DATE OF LEASE PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE
STATE LANDS
19 2ZH-16W, NMPM 520.00 LG-2102 State of New Mexico TransQOcean 21.70% CPGS 3% TransOcean 21.70%
Section 32: N/2, SW/4, NW/43E/4 8-31-84 1002 Helis 33.752 Hells 33.75%
: Keller 3.75% Keller 3.75%
Gulf 011 Gulf 40.80%
Corporation 40,80%
20 2N-.6W, NMPM 1,280.00 LG-2103 State of New Mexico TransOcean 21.70% CPGS 3% TransOcean 21.70%
Section 16: All 8-31-84 100% Helis 33.75% Helis 33.75%
Section 36: All Keller 3.75% Keller 3.75%
Gulf 40.80% Gulf 40.802
21 2N-17W, NMPM 40.00 1G-2106 State of New Mexico TransOcean 21,702 CPGS 3% TransOcean 21.702
Section 13: SE/4SW/4 8-31-84 100% Helis 33.75% Helis 33.75%
Keller 3.75% Keller 3.75%
Gulf 40.80% Gulf 40.80%
22 2N-17W, NMPM 1,280.00 LG-2108 State of New Mexico TransOcean 21.70% CPGS 3% TransOcean 21.70%
i Section 32: All 8-31-84 100% Helis 33.75% Helis 33.75%
; Seccion 36: All Keller 3.75% Keller 5.75%
. Gulf 40.802 Gulf 40.80%
23 2N-17W, NMPM 120.00 LG-2880 State of New Mexico TransOcean 21.70% CPGS 3% TransOcean 21,70%
Section 13: N/2SW/4, SW/4SW/4 6-30-85 100% Helis 33.75% Helis 33.75%
Keller 3.75% Keller 3.75%
Gulf 40.80% Gulf 40.80X
24 2N-]5W, NMPM 481.89 1G-4241 State of New Mexico TransOcean 21.70% CPGS 3% TransOcean 21.70%
Section 19: Lots 1,2,3,4, E/2W/2 5~31-87 100% Helis 33.75% Helis 33.75%
Section 30: Lot 4, W/2NE/4, WE/4SW/4 Keller 3.75% Keller 3.75%
Gulf 40.80% Gulf 40.80%

-
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SERIAL NUMBER BASIC ROYALTY

LESSEE OF RECORD

OVERRIDING ROYALTY

WORKING INTEREST

. OF AND EXPIRATION AND AND AND AND
NO. DESCRIPTION OF LANWD ACRES DATE OF LEASE PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE
25 2N-15W, NMPM 1,280.86 LG-4242 State of New Mexico TransOcean 21.70% CPGS 32 TransOcean 21.70%
Section 31: Lots 1,2,3,4, E/2, ’ 5-31-87 1002 Helis 33.75% Helis 33.75%
E/2w/2 Keller 3.75% Keller 3.75%
Section 32: All Gulf 40.80% Gulf 40.80%
7 STATE TRACTS TOTALING 5,007..75 acres or 14.78% of unit area
PATENTED LANDS
26 2N-17W, NMPM 320.00 6170 Herman D. Chevez TrangOcean 21.70% CPGS 32 TransOcean 21.70%
Section 13: SW/4NE/4, NW/ASE/4 7-9-84 and Mary Rose Dehart, Helis 33.75% Helis 33.75%
Section 21: NW/4NW/4 formerly Mary Rose Keller 3.75% Keller 3.75%
Secticn 28: S/2SE/4 Chevez *  100% Gulf 40,807 Gulf 40,807
Section 33: N/2NE/4
Section 35: NW/4SW/4
27 ZN-16W, NMPM 560.00 6171 Marvin Ross Eagar TransOcean 21.70% CPGS 3% TransOcean 21.70
Section 28: N/2N/2, S/2SE/4 6-26-84 and Tenoha Rac Helis 33.75% Helis 33.75%
Section 29: W/2NW/4, SE/4NW/4, Eagar 100% Keller 3.75% Keller 3.75%
E/2SW/4, SW/4SW/4 Gulf 40.802 Gulf 40.80%
Section 30: Ef2NE/4
28 2N~15W, NMPM 640.00 6173 Ross A. Eagar TransOcean 21.702 CPGS 3% TransOcean 21,70%
Sectlion 19: W/2NE/4, SE/4NE/4, 6-26-84 and Ellen J. Lagar Helis 33.75% Helis 33.75%
N/2SE/4, NE/4SW/4 100% Keller 3.75% Keller 3.75%
Sect:lon 20: SW/4 Gulf 40.80% Gulf 40.80%

Section 28:
Section 33:

S/2NW/4, NE/4SW/4, NW/4SE/4

E/2ZNE/4

+ dmmr s e

TR S BRSPS, o




NUMBER SERIAL WUMBER BASIC ﬁQSF.—.A. LESSEE OF RECORD OVERRIDING ROYALTY WORKING INTEREST

(1) 4 AND EXPIRATION AND AND AND AND
NO. DESCRIPTION OF LAND ACRES DATE OF LEASE PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE
29 2N-10W, NMPM 160.00 6921 Evans W, Ferm TransOcean 21.70% CPGS 3% ; TransOcean 21.70%
Sectiion 28: W/2SW/4 4-9-85 and Betty Jo Helis 33.75% Helis 33.75%
Section 29: SE/4NE/4, NE/4SE!4 Ferm 100Z Keller 3.752 Keller 3.75%
Gulf 40.80% . Gulf 40.802
* 30 2N-1:W, NMPM 160.00 9435-1 Carolyn C. TransOcean 21.70% CPGS 3% TransOcean 21.70%
Section 19: E/f2E/2 8-24-79 Robertson Helis 33.75% Helis 33.75%
| 50% Keller 3.75% Keller 3.752
Gulf 40.802% Gulf 40.80%
10736-1 Jack M. Amason TransOcean 21.70% . CPGS 3% TransOcean 21.70%
4-18-82 and Darlene B. Helis 33.¢5% _ Helis 33.752
Amason Keller 3.752% _ Keller 3.75%
502 Gulf 40. 80% Gulf 40.80%
31 2N-15W, NMPM 280.00 10736-1 Jack M, Amason TransOcean 21.70% CPGS 3% TransOcean 21.70%
Section 30: E/2NE/4, SE/4 4-18-82 and Darlene B. Helis 33.75% . Helis 33.75%
SE/4SW/4 Amason Keller 3.752 Keller 3.75%
100% Gulf 40.80% Gulf 40.80%
“ 32 2N-16W, NMPM 319.52 10821 N. G. Baca TransOcean 21.70% CPGS 3% TransOcean 21.70%
| Section 13: S/2NW/4 8-31-82 100% Helis 33.75% ] Helis 33,75%
Section 14: SE/4NE/4, NE/4SE/4 Keller 3.75% _ Keller 3.75%
Section 19: Lot 1, NE/4NW/4 Gulf 40.80% Gulf 40.80%
2N-17W, NMPM
Section 13: E/2NE/4
33 2N-16W, NMPM 120.00 10820 Harold 0. Ward TransOcean 21.70% CPGS 3% TransQOcean 21.70%
Section 32: S/2SE/4 , 8-31-82 et al Helis 33.75% Helis 33.75%
Section 33: SW/4SW/4 1002 Keller -3.75% ., Keller 3.75%
Gulf 40.80% Gulf 40.802
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NUMBER SERIAL NUMBER BASIC ROYALTY LESSEE OF RECORD OVERRIDING ROYALTY WORKING INTEREST

TRACT OF AND EXPIRATION " AND AND B AND , AND
No. DESCRIPTION OF LAND ACRES DATE OF LEASE PER(ENTAGE PERCENTAGE PERCENTAGE FERCENTAGE
34 2N-16W, NMPM 160.00 10823 Joe E. Sedillo TransOcean 21.70% CPGS 3% TransOcean 21.70%
Section 34: SE/4 8-31-82 and Crusita Sedillo Helis 33.75% Helis 33.75%
1002 Keller 3.75% : Keller 3.75%
Gulf 40,802 Gulf 40.80%
35 2N--16W, NMPM 280.00 9-5-82 Wilbur N, Curtis TranaOcean 21,702 CPGS 3% - TransOcean 21.70%
Section 33: E/2NW/4, NB/4SW/4, 100% Helis - 33,75% Helis 33.75%
N/2SE/4, SE/4SE/4 Keller 3.75% Keller 3.75%
Se.tion 34: SW/4SW/4 Gulf 40.80% Gulf 40.80%
36 2N-15W, NMPM 160.00 Myrtle Cox Unleased
Section 28: SE/4 100%

11 PATENTED TRACTS TOTALING 3,159.52 acres or 9.34% of unit area

TOTAL 36 tracts totalirz 13,844.04 acres in entire unit area.




United States Department of the Interior

GEOLOGICAL SURVEY
Box 25016
; Denver Federal Center 7
IN REPLY REFER TO: BEFORE EXAMINERSTAMESG ado TW&" : ha
OIL CONSERVATION COMMI!..SION

lpplucds EXHIBTNO. 2  oer . :57? g

CASENO._¢&lo2Z

Submitted bygém@‘m,__ ‘ Cod

Hearing Date jz.l 14 / y i

e an o R Y

TransOcean 0il, Inc.
Attention: Mr. C. R. Church
1700 First City East Building
1111 Fannin

Houston, Texas 77002

Gentlemen:

Your application of September 12, 1977, filed with the Assistant Area
0i1 and Gas Supervisor, Roswell, New Mexico, requests the designation
of the Quemado unit, embracing 33,844.04 acres, more or less, in
Catron County, New Mexico, as logically subject to exploration and
development under the unitization provisions of the Mineral Leasing
Act, as Amended.

Pursuant to un1t plan regulations 30 CFR 226, the land requested as
outlined on your plat marked “Exhibit ‘A', Quemado Unit Area" is
hereby designated as a logical unit area. It being understood that
certain lands within the proposed Quemado unit are also embraced by
the French unit agreement which must be terminated prior to or

1 P B N L T o
c‘rmn +=nonu¢~1u ||1+h -H-\o -an:T :pp}«c\'ﬂa! of th‘. \(uc:mudu unit agreenent.

The unit agreement submitted for the area designated should provide for
a well to test the Yeso Formation or to a depth of 5,000 feet. Your
proposed use of the Form of Agreement for Unproved Areas, modified as
shown in your application, will be accepted.

If conditions are such that further modification of said standard form
is deemed necessary, two copies of the proposed modifications with
appropriate justification must be submitted to this office throuch fhp
011 and Gas Supervisor for preliminary approval.
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of any obJect1ons not now apparent, a duly executed agreemen identica
with said form, modified as outlined above, will be approved if sub-
mitted in approvable status within a reasonable period of time. How-
ever, notice is hereby given that the right is reserved to denv approval
of any executed agreement submitted which in our opinion, does not have
the full commitment of sufficient lands to afford effective controi of
operations in the unit area.

When the executed agreement is transmitted to Roswell, New Mexico for
the Supervisor's approval, include the latest status of all acreage. In
preparation of Exhibits "A" and "B", follow closely the format of the

N S R R
camnla avhihitc attached to the 1088 reprint of the aforementionad Torm.

! Inasmuch as this agreement involves State lands we are send1ng a

copy of the letter to the Commissioner of Public Lands. Please
contact the State of New Mexico before soliciting joinders regardless
of prior contacts or clearance from the State.

Sincerely vours,

,./ ~

/

e
/(\/W.M 2/ 2

Reg1ona1 Conservat1on Manager

For the Director

Enclosure
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BEFORE EXAMINER STAMETS
OIL CONSERVATION COMMISSION

boaoafEXHBITNO._
CASENO. Gl0Z _
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Suvicmitted by
Hearing Date Li!l‘l!?'l

o Rl Lands 700220

PHIL R. LUCERO December 12, 1977 mu;' Wu“n‘::o 7901

TransOcean 01{1, Inc,

1A Blans MNbae. Wea =2t Sr_
“fwe sanEe YaRY SEU. DUl AUl

1111 Faonine-Bouston, Texas 77002

T Y

Re: Proposed Quemado Unit
Catron County, Mew Maxico

ATTEMTION: Mr. J. B. Stanlaey
Gant lemen:

We have reviewed the unexscuted copy of unit agreement, which
you submitted with your latter of Dacember 7, 1977, for the proposed
Quemade Unit, Catron County, New Mexico. The form of agresmemt meets
the requirements of the Commissiomer of Public Lands, therefore, your
agreessnt has been approved as to form and content,

Our letter of Movember 1, 1977, stated the requiremants by this
office for fimal approval of the unit.

Very truly yours,

PHIL R. LICERD
OF FUBLIC 1ANDS

Director
0il and Gas Divisiom

PRL/EDG/a

s g




State of New Mexico

W

_ Ny
PHIL R. LUCERO November 1, 1977 P. O. BOX 148
COMMISSIONER SANTA FE, NEW MEXICO 8790

TransOcean 0il, Inc.

1700 Tirst Ciiy East Building
1111 Fanain

Houston, Texas 77002

Re: Proposed Quemado Unit
Catron County, New Mexico

ATTENTION: Mx. C. R. Church

Gentleman:

The Commissioner of Public Lands has this date designated the
Quemado Unit Area as a logical unit area. We concur with the USGS
that the unit agreemznt submitted for the area designated should
provide for a well to test the Yeso Formation or to a depth of 5,000
feet,

Please submit a copy of the form of unit agreement you will use,
containing all the requiremants of the Commissionz2r of Public Lands.,
When we receive the form of agreement we will then give you approval
as to form and content.

On your Exhibit "B", Tract 24, your description is shown as W/2NE/4
of Section 30 and should read the S/2NE/4, under Fee Tract No. 31 you
show the E/2NE/4 and should read N/2NE/4 of Section 30.

i When filing your unit for final approval, the following are required
f by this office.

i. Applicaiion for final approval stating Tracts committed and
Tracts not comnitted,

; 2. Two executed copies of Unit Agreem=nt- one must ba an original.
3. One executed copy of Operating Agreement.
4. Two sets of Exhibits "A" and "B".

5. Two copies of all ratifications from lessees of Record and
Working Interst Owners.

6. Order of the New Mexico 0il Conservation Commission.




TransCOcean 0il, Inc.
November 1, 1977
Page 2.

2l

7. The filing fee in the amount of ($530.00) Dollars.

1f we may be of further assistance to you, please advise.

PRL/RD3/s

Very truly vours,
PHIL R. LUCERO

COMMISSIQNER OF PUBéIC LANDS
BY: AQ

RAY D. » Director
011 and Gas Division




Exh st 1
1 UNIT AGREEMEKT . Case ¢Cron 1 ?
2 FOR THE DEVELOFHENT AWD OFERATION 2 ‘
3 OF THE N
4 QUEMADO UNIT AREA . s
P COUNTY OF CATRON | s
5 STATE OF NEW MEXICO 6
7 xo. 7
’ 8 THIS AGREEMENT, entered into as of the 25th day of October," 1977 8
g 9 by and hel:wéen the parties subscfibing, ratifying, or consenti.ﬁg hereto, 9
: i0 2nd herein referred to as the "parties hax;eto," | 10
: 11 WITNESSETH: . ' u
12 . " WHEREAS the parties hereto are the owners oé working, royail:y, or 2
13 other oil and gas interests in the unit area- subject to this agreement; ' 13
14 and | | i _ - 73
15 WHEREAS the Mineral Leasing Act of February 25, 1920, 41 s:at. 437, 15
16 as amended, 30 U. 8. C. Secs. 181 et seq., authorizes Féderal lessees and 16
l i7 f.-"::i: raprasantatives te. unite with aach othar, ar fointly or senzrately ¥ §
18 with others, in collectiveiy adopting andv operating a cooper#té.ve or unit 18
19 plan of development or operation of any oil or gas pool, fi.'eld, or like 19

bzo area, or amy part thereof for the purpose of wmore pi‘operly conserving the 20
21 naturﬁ resources thereof whenever determined and éer:iﬂe&»by the 2
22 Secretary of the Interior to be necessary or advisable in the public 2
23 interest; and ' s - . 23

26 WHEREAS, the Commissioner of Public Lands of the State of New Mexico

-~

25 1is authorized by an Act of the Legislature (Sec. 7-11-39 N.M. Statutes

'26 1953 Annotated) to consent to or approve this agreement on behalf of the
27 State of New Mexico, insofar as it covers and includes lands and mineral
.28 interests of the State of New Mexico; and

29 WHEREAS, the Oil Conservatica Commission of the State of New Mexico

8% 8 8 B

30 1is authorized by an Act of the I.egis].éture (Chapter 72, Laws of 1935, as

31 amended by Chapter 193, Laws of 1937, Chapter 166, Laws of 1941, and

“
P

32 Chapter 168, Laws of 1949) to approve this agreement and the couservatioa

33 provisions hereof; and

34 WHEREAS the parties hereto hold sufficient interests In the Quemado

I I

15 Unit Area covering the land hereinafter described to give reasomably
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11
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13
14
15
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17
18
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28

. 29
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32

33

3

o

effective control of operations therein; and

1

WHEREAS, it is the purpose of the parties hereto to conserve natural 2
resources, prevent waste, and secure other benefits obtainable through 3
development and operation of the area subject to this agreement under the "
terms, conditions, and limitations herein set forth; 3
NOW, THEREFORE, in consideration of the premises and the promises 6
herein contained, the parties hereto commit to this agreement their 7
rasnactive interagte In the helow—dofined wnit esres, ond zgras scverally F
among (hemselves as follows: 9
1. ETNASLING ACT AND REGULATIONS. The Mineral Leasing Act of 10

February 25; 1920, as amended, supra, and all valid pertinent regulations, 1|1
including operating and unit plan regulations, herstofore isszed thereunder 2
or valid, petﬁinent, and reasonable regulations herevafter issued thereunder 33
are accepted and made a part of this agreement as to Federal lands, pro-— 14
vided such regulations are not inconsistent with the terms of this agree—. 15
ment; and as to State of New Mexico lands, the oil and gas operating - 16
regulations in effect as of the effective date hereof governing drilling 17

snd producing operations, not inconsistent with the terms hereof or the Alg
laws of the State of New Mexico are hereby aécepted and made a part of this 19
agreement. ’ ‘ ) 20

2. UNIT AREA. The area specified on the map attached hereto marked 21

Exhibit A is hereby designated and recogmized as constituiing the wnit 22
area, containing 33,844.04acres, more or less. 23

Exhibit A shows, in addition‘ to the boundary of _the unit area, the 24
bourdaries and identity of tracts and leases in said area to the extent | 25
known to the Unit Operator. Exhibit B attached hereto is a schedule 26

showing to the extent known to the Unit Operator the acreage, percentage, 27
and kiand of ownership of oil and gas interests in all land 'in the wnit 28
area. However, nothing herein or in said schedule or map shall be con- 29
strued as a.representation by any party hareto as to ‘the ownership of any 30
interest other than such interest or interests as are shown in said map or 3}
schedule as owned By such party. Exhibits A and B shall be revised by the 32 ‘
Unit Operator whenever changes in the unit area render such revision 313
necessary, or wheq requested by the 0il and Gas Supervisor, hereinafter kA

referrved to as "Supervisor", or when requested by the Commissioner of 3s




10
11
12
13
14

Public Lands of the State of New Mexico, hereinafter referred to as "Laad ) §
Commissioner"”, and not less than five (5) copies of the revised exhibits 2
shall be filed with the Supervisor, and two (2) copies thereof shall be 3
filed with the Land Commissioner and one (1) copy with The New Mexico 0il 4
Conservation Commissicn, hereinafter referred to as "Coaservaticn 3
Comumission." 6

The above-described unit area shall when practicable be expanded to 7

include therein any additional lands or shall be contracted to axcluds land= 2

whenever such expansion or contraction is deemed to be necessary or advis- ¢
able to conform with the purposes of this agreement. Such expansion or 10

contraction shall bae effected in the following manner: 1

_ (a) Unit Operator, on its own motion or on demand of the ﬂirector of 12
the Geological Survey, hereinafter referred to as "Director,” after pre-— 13
liminary concurrence by the Director, or on demand of the Land Commissioner 14
but only after preliminary concurrence by the Director and the Land 1S
Commissioner, shall prepare a notice of proposed expansion or contraction 1§
describing the contemplated changes in the boundaries of the umit area, 17
the reasons therefor, and the proposed effective daée thergof ’ pr-eferably 18
the first day of a month subsequent to the date 6£ notice, .19

(b) Said notice shall be delivered to the Supervisor, the Land 20

Coumissioner and the Conservation Commission, and copies therédf safiled 21
to the last kaown address of each working interest owner, iessee, and iz
lessor whose interests are affected, advising that thirty (30) days will 23
be allowed for submission to the Unit Operator of any objectionms. | 25

(c) Upon expiration of the thirty (30) day period provided in the 25
preceding item (b) hereof, Unit Opérator shall-file with thé Supérvisor, 26
Land Commissioner and Conservation Commission evidence of mailing of the 27
notice of expansion or contraction and a copy of any objections thereto 28
which have been filed with the Unit Operator, together with an applicatidn 29
in sufficient number, for approval of such expansionﬁor contraction and 30
with appropriate joinders. ' 31

(d) After due consideration of all pertinent inf;ormation, the expan— 32
sion or contraction shall, upon approval of the Supervisor, the Land 33

Commissioner and Conservation Commission, become effective as of the date 34

prescribed in the notice thereof, 35
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(e) All legal subdivisions of lands (i.e., 40 acres by Government 1

1L Vel - F =l

survey or its nearest lot or tract equivalent; in instances of irragnlar

r

surveys unusually large lots or tracts shall be considered in multiples of
forty (40) acres or the nearest aliquot equivaleat thereof), no parts of

which are entitled tc be in a participating area on or before the fifth

anniversary of the effective date of the first initial participating area
established under this unit agreement, shall be eliminated automatically

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

3
&
5
6
7
8
shall no longer be a part of the unit area and shall ao loﬁger be subject to ¢
this agreement, unless diligent drilling operations are in progress om uni- }g
tized lands not éntitled to participation on sald fifth amniversary, in 11

12

which event all such lands shall remain subject hereto for so long as such

drilling operations are continued diligently with not more thaan ninety (93) 13
days’ time elapsing between the completion of one such well and the commence=-14
ment of the next such well. All legal subdivisions of lands not eantitled to 1§

be in a participaﬁing area within ten (10) years after the effective date of ;g

the first initial partfcipating area approved under this agreement shall be 17
automatically eliminated from this agreement as of ;aid tenth ;nnivers;ry. 18
All lands proved productive by diligent drilling operations after the.j 19
aforesaid five-year period shall become participating in the same manner 20
as during sald five-year period. However, when such diligent drilling 21
operations cease, all nonparticipating lands shall be automatically 22
eliminated effective ‘2s of the ninety-first (91st) day thexeafter. The 23
Unit Operator shall within ninety (90) days after the effective date of any 24
elimination hereunder, describe the area so eliminated to the satisfaction 25
of the Supervisor and the Land Commissioner and promptly notify all parties 94
in interest. T _ _ 27

If conditions warrant extension of the ten-year period specified iax 28
this subsection 2(e), a single extension of not to exceed two (2) years 29
may be accomplished by consent of the owners of ninaty (90) percent of the 139
working interests in the current nonparticipaéing unitized lands and the - k}}
owners of sixty (50) percent of the basic royalty interests (exclusive of 32
the basic royalty interests of the United Staﬁes) in nonparticipating 33

unitized lands with approval of the Director and the Laad Commissioner, 3%

provided such extension application is submitted to thémﬁifector aad the 35
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Land Commissioner not later than sixty (60) days prior to the expiration of
said ten-year period.
Any expansion of the unit area pursuant to this section which embraces

lands theretofore eliminated pursuaat to this subsection 2(e) shall not be

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

1
2
3
&
considered automatic commitment or recommitment of such lands. [3
6
agreement shall constitute land referred to herein as "unitized land" or‘ 7
"land subject to this agreement." All oil and gas in any and all formatfons 8
of the unitized land are unitized under the terms of this agreement and 9

herein are called "unitized substances." 10

4. UNIT OPERATOR. TransOcean 0il, Inc. is hereby designated as Unit 11
Operator and by signature hereto as Unit Operator agrees and consents to 12
accept the duties and obligétions of Uonit Operator fc;r the discovery, 13
development, and production of unitized substances a.s'hereiﬁ provided. 14
Whenever reference is made herein to the Unit Operator, sucﬁ reference 15
means the Unit Operator acting in that capacity and not as .an owner of 16
interest in unitized substances, and the term "working interest owner™ when 17
used herein shall include or refer to Uﬁit Operator as the owner of a 18

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

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall have 20

the right to resign at any time prior toc the establishment of a partici- 21

natrd
par

effective so as to release Unit Operator from the duties and of:l:l;ga:ious of 23
Uanit Operator and terminate Unit Operator’s rights as such for a period of 2¢&
six (6) months after notice of intention to resign has been served by | _' 25
Unit Operator' on all woﬂd.ng intsrest owners, the Supervisor, the Land 26
Commissioner and Conservation Commission, and until all wells then drilled 27

hereunder are placed in a satisfactory condition for suspemnsion or aban~ 23

donment whichever is required by the Supervisor as to Federal lands and by 29
t@ Conservation Commission as to State lands unless a2 new Unit Operator 30
shall have been selected and approved and shall have taken over and assumed 31
the duties and obligations of Unit.Operator prior to the expiracion of said 32
period. . » 33

Unit Operator shall have the right to resigh in like manner and subject3s

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

or removal, uatil a successor Unit Operator is selected and apnrowvad a

[
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hereinafter provided, the working iaterest ovmers shall be joiatly respousi- 3

ble for performance of the duties of Unit Operator, and shall not later than &

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

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

The resignation of Unit Operator shall not release Unit Operator from

&ay iiabilicy for any default by it hereunder occurring prior to the effec~ 8

tive date of its resignation.
The Unit Operatoi- may, upon default or failure in the performance of
its duties or obligations hereunder, be subject te removal by the same

percentage vote of the owners of working interests as herein provided for

the selection of a new’ Unit Operator. Such removal shall be effectiv_e
upon notice thereof to the Supervisor and the Land Commissioner.
The resignation or removal of Unit Operator under this agreement

shall not terminate its right, title, or interest as the owner of a working

interest or other interest in unitized substances, but upon the resignation

or removal of Unit Operator becoming effective, sSuch Unit Operator shall

deliver possession of all wells, equipment, materials, and appurtenances

used in conducting the unit operations to the new duly qualified successor

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

elected, to be used for the pui:pose of conducting unit operations hereunder.

Nothing herein shall be construed as authorizing remval of any matexrial,
equipment and appurtenances needed for the preservation of any w’ells-_

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender
bis or its resignation as Unit Operator or shall be removed as hereinabove
provided, or a change of Unit Operator ié negotiated by working interest

owners, the owners of the working interests in the participating area or

areas according to their respective acreage interests in such participating

area or areas, or, until a participating area shall have been established,
the owners of the working interests according to their respectiwve acreage

interests in all unitized land, shall by majority vote select a successor

Unit Operator: rovided, That, if a majority but less than seventy-five

(75) percent of the working intercsts qualified to vote are owned by one

party to this agreement, a concurring vote of one or more additiocanal

6
7

s
10
11
12
13
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working interest owners shall be required to select a new operator. Such 1
selection shall not become effective until: 2
(a) A Unit Operator so selected shall accept in writing the duties and 3
responsibilities of Uanit Operator, and | &
(b) The selection shall have been approved by the Supervisor. s
If no successor Uait Opexator is selected and qualified as herein 6
provided, the Director and the Land Commissioner, at their election may 7
declare this unit agreemsnt terminated. s

7. ACCOUNTING PROVISIONS AND UNIT OPERATING ACREEMENT. If the Unft 9

-

Operator is not the sole owmer of working interests, costs and expenses 10
incurred by Unit Operator in conducting unit operatfions hereuncder shall be 11
paid and apportioned among and bornme by the owners of working :ﬁn:e:eshz, alliz
in accordance with ﬁhe agreement or agreements eatered into by and betwean 13
the Unit Operator and the owners of working interests, whether ons or more, 14
separately or collectively. Any agreement or ag:eénents entered into 15
between the working interest ownars and the Unit QOperator as provided in 18
this section, whether one or more, are herein referred to as the "unit 17
operating agreement." Such unit operating agreement shall also pi'ovidc the 18

manner in which the working interest owners shall be entitled to receive 19 .

their respective ptopbrtionate and allocated share of the benefits accruing 20
hereto in conformity with their underlying operating agreements, leases or 21
other independent contracts, and such other rights =nd chligarions sas 22
between Unit Operator. and the working :anerest_ ounmers as may be agreed upon 213
by Unit Operator and the working interest owhets; however, no such_ unit 24
operating agreement shall be deemed either to modify any of the terms and
conditions of this unit agreement or to relieve the Unit’ Operator of any
right or obligation established under this unit agreement, and :Ln case of
any inconsistency or conflict bet;:een this unit agreement and the unit
operating agreement, this unit agreement shall govern. Threz {3) true
coplies of any unit operating agreement executed pursuant to this sectiom
;houid be filed with the Supervisor and one (1) true copy with the Land
Commissioner, prior to approval of this unit agreemeant.

8. RICHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise
specifically provided herein, the ex;:lusive right, privilege, and duty of

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

buting the unitized substances are hereby delegated to and shall be

2
exercised by the Unit Operator as herein provided. Acceptable evidence of 3
title to said rights shall be deposited with said Unit Operator aad, &
together with this agreewent, shall constitute and define the rights, privi- ;5
leges, and obligations of Unit Operator. Nothing herein, however, shall be ¢
construed to transfer title to any land or to any lease or operating 7
agreement. it being undarstood that under this agreement the Unir Onaracsr 2

in its capacity as Uait Operator, shall exercise the rights of possession 9
and use vested in the parties hereto only for the purposes herein spaéified.lo
9. DRILLING TO DISCOVERY. Within six (6)-mnths after the effective 3

date hereof, the Unit Operator shall begin to drill an adequate test well 2

at a location approved by the Supervisor if on Federal land, or by the i3
Land Commissioner if on State Land, or by the Conservation Commission if on 1&
privately owned land, unless on such effective date a well is being drilled 15
conformably with the terms hereof, and thereafter continue such drflling | &
diligently until the Yeso formation has been ta;:;d _ 17
or’ until at a lesser depth unitized substances shali'be discovered which 18
can be produced in paying quantities (to wit: quantities sufficient to 19 :
repay the éosts of drilling, completing, and pfoducing operations, with a 20

reasonable profit) or the Unit Operator shall at any time establish to the 21

satisfaction of the Supervisor if on Federal land, of the Land Commissioner 22 2

if on State land, or of the Conservation Commission if on privately owned 23
land, that further drilling of said well would be unwarranted or impracti- -zg
cable, provided however, that Unit Operaror shall not in any event be 25> )'
required to &ill said well to a depth in excess of 5,000 feet. Until the 2¢
discovery of a deposit of unitized substances capable of being produced in 27
paying quantities, the Unit Operator:. shall continue drilling ome well at a 2§

time, allowing not more than six (6) months between the completion of one 29

well and the beginning of the next well, uantil a well capable of producing 3g. f' ‘

unitized substances in paying quantities is completed to the satisfaction 33
of said Supervisor if on Federal land, of the Land Commissioner if on State 32
Land, or of the Conservation Commission if on privately owned land, or untiljij
it is reasouably proved that the unitized land is incapable of producing 34

unitized substances in paying quantities in the formations drilled here- 35
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under. Nothing in this section shall be deemed to limit the right of the 1

Unit Operator to resigaas provided in Section 5, hereof, or as requiring 2
Unit Operator to commence or continue any drilling during the period pending 3
such resignation becoming effective in order to comply with the requirements 3
of this section. The Supervisor may modify the drilling requirements of [
this section by granting reasonable extensions of time when, in his opinion ¢
such action 1is warranted. 7

Upon failure to commence any wsll provided for in this section within 8
the time allowed, including any extension of time granted by the s@-rvisor, 9
this agreement will automatically terminate; upon failure to continue = ~ 10
drilling diligeatly any well commenced hereunder, the Supervisor and the 11
Land Commissioner may, after fifteen (15) days notice to the Unit Operaﬁor, 12
declare this unit agreement terminated. ' 13

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six (6) inontho. 14

after completioﬁ of a wall capable of producing unitized substances in 15

paying quantities, the Unit Operator shall submit for the approval of the 1§

Ceenamerd anw ant dha Tand Parmed{oad avow an ascnaanball 1 VI PO, ey S - -
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operation for the unitized land which, when approved by the Supervisor and 18
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constitute the further drilling and operating - 19
obligations of the Unit Operator under this agreement for the period 20
specified therein. Thereafter, from time to time before the expiration of 2}

any existing plan, the Unit Operator shall submit for the approval of the 22

Supervisor and the Land Commissioner a plan for an additional specified 23
period for the development and operation of the unitized land. 24
Any plan submitted pursuant to this saction shall provide for the 25

exploration of the unitized area and for the diligent drilling necéssary 26
for determination of the area or areas thereof capable of producing 27
unitized substances in paying quantities in each and every productive 28
formation and shall be as complete and adequate as the Supervisor and the 29

Land Commissioner may determine to be necessary for timely development and 3g

proper conservation of the oil and gas rescurces of the unitized area and 3}

shall: 32
(a) Specify the number and locations of any wells to be drilled 33
and the proposed order and time for such drilling; aand 3%

(b) To the extent practicable specify the operating practices regarded3s
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an necessary and advisable for proper coanservatiou of natural resources. 1
Separate plans may be submitted for separate productive zones, subiect to 2
the approval of the Supervisor and Ehe Land Commigssioner. 3

Plans shall be modified or supplemented whea necessary to meet changed 4§
conditions or to protect the interests of all parties to this agreement. 5
Reasonable diligence shall be exercised in complying with the obligations of §
the approved plan of developﬁ.nt. The Supervisor and the Land Commissioner 7
are outhorized to grant 2 reascnable Sxteasica of the six-adalh pericd 8

herein prescribed for submission of an initial plan of development where 9

such action is justified because of unusual conditions or circumstances. 10

After completion hereunder of a well capable of producing any uh:ltized sub~ 11
stance in paying quantities, no further wells, except such as may be 12
necessary to afford protection against operations not under this agreement 3
and such as may be specifically approvgd by the Supervisor and the Land 14
Commissioner, shall be drilled except in accordance with a plan of develop- 15
meai aporoved as herein provided. ' 16

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable 17

.of producing unitized substances in paying quantities or as soon thereafter 18

as required by the Supervisor and the Land Commissioner, the Unit Operator ]9
shall submit for approval by the Supervisor and the Land Commissioner a 20
schedule, based on subdivisions of the public-land survey or-a]iquot parts 2}
thereof, of all land then regarded as reasomably proved to be productive 2
in paying quantities; all lands in said schedule on approval of the 23
‘Supervisor and the Land Commissioner to constitute a participating ai:ea, 24
effective as of the date of completion of such well or the effective date of25
this unit agreement, whichever is later. The acreages of both Federal and 2§
non-Federal lands shall be based upon appropriate computations from the 27
courses and distances shown on the last approved public-land survey as of 23
the effective date of each initial participating area. Said schedule shall 29

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

herein provided to each tract in the participating area so established, 31

and shall govern the allocation of production commencing with the effective 32
daie of the participating area. A separate participating area shall be 33
established for each separate pool or deposit of unitized substances or for 34

any group thereof which is produced as a single pool cr zone, anad any two 35
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or wore participating areas so established may be combined into one, on 1
approval of the Supervisor and the Land Commissioner. When production from 2
two or more participating areas, so established, is subsequently found to be 3
from a common pool or deposit said participating areas shall be combined &
into one effective as of such appropriate date as may be approved or pre-
scribed by the Supervisor and the Land Commissioner. The participating

________ < =" .

5
6
area or areas so established shall be revised from time to time, subject 7
to like approval, to iaciude additional iand then regarded as reasonably 8
proved to be productive in paying quantities or necessary for unit . 9
operations, or to exclude land then regarded &s reasonably proved not to be jg
productive in payiﬁg quantities and the schedule of allocation percentages ); .
shall be revised accordingly. The effective date of any revision shall be ;3
the first of the month in which is obtained the knowledge or informetion on 13

wvhich such revision is predicated, provided, however, that a more appro- 1A

priate effective date may be used if justified by the Unit Operator and 15
approved by the Supervisor and the Land Commissioner. No land shall be 16
excluded from a participating area on account of depletion of the unitcized 17
substances, except that any participating area estaﬁmhed m&er the pro- 18
visious of this unit agreement shalli terminate automatically whcnéver all 39
completion in the formation on which the participating area is based are 20
abandoned. | A 21

It is the intent of this sectioa that a participatiag area shalil _ 2z
represent the area known or reasonably estimated to be productive in paying 23
quantities; but, regardless of any revision of the participating area, 26
nothing herein contained shall bhe caongtrued as requiring any fetroactive 25

adjustment for production obtained prior to the effective date of the’ 26

revision of the participating area. | 27

In the absence of agreement at any time between the Unit Opérgtor and 28
the Supervisor and the Land Commissioner as to the proper definition or 29
redefinition of a participating area, or until a participating area has, 0
or areas have, been established as provided herein, the portion of all 31
payments affectad thereby shall be impouaded in a manner mutually accept— 32
ablz to the owners of working interests and the Supervisor and the Land 33

Cocmissioner. Royalties due the United States and the State of New Mexico 34

shall be determined by the Supervisor and the Land Commissioner, respec— 35
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tively, and the amount thereof shall be deposite&, as directed by the 1
Supervisor and the Land Commissioner, to be held as unearned monies until

a participating area is finally approved and thea applied as earmed or

2
3
returned in accordance with a determination of the sums due as Federal Iy
royalty and State of New Mexico royalty, respectively, on the basis of such §
approved participatingz area. 6

Whenever it is determined, subject to the zpproval of the Supervisor, 3
as to wells dr-illed on Federal land and the Land Commissioner as to wells 2
drilled on State land and of thehonservation Commission as to wells drilled ¢
on privately owned land, that a well drilled under this agreement is not 10
capable of p_r:oduction in paying quantities and inclusion of the laand on | 11
which it is situated in a participating area is un;warranted, production - 12
from such well shall, for the purposes of settlement among all parties 13
other than working interest owners, be allocated to the land on wi:ich the - 1;4
well is located unless such land is already within the participating area ;g

established for the pool or deposit from which such productioa is obtained. 16

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

12, ALLOCATION OF PRODUCTION. -All‘ unitized substances produced from ]9
each participating area established under this agreement, except any part 20
thereof used in confbrmity with good operating practices within the unitizedy;

area for drilling, operating camp and othar production or development 22
purposes, for repressuring or recycling in accordance with a plan of devel- 23
opment approved by the Supervisor, the Land Commissioner and the 24

Conservation Commission, or unavoidably lost, shall be deemgd to be pro- 25
duced equally on an acreage basis from the several tracts of wnitized land 26
of the participating area established for such production and, for the 27
purpose of determining any benefits accruing under this agreement, each 28

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

said production as the number of acres of such tract included in said 30
pacticipating area bears to the total acres of uanitized laud in said 31
participating area, except that allocation of production hereunder for 32

purposes other than for settlement of the royalty, overriding royalty, or 33
payzent out of production obligations of the respective working interest 34

owners, shall be on the basis prescribed in the unit cperating agreement 1S
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! whether in conformity with the basis of allocation .herein set forth or 1
2 otherwise, It is hereby agreed that production of unitized substances from 2
3 a participating area shall be allocated as provi.de@ herein regardless of 3
4 whether any wells are drilled on any particular part or tract of said part- 4§
S 1cipating area. If any gas produced from one participating area is used for §
6 repressuring or recycling purposes in another participating area, the first ¢
7 gas withdrawn from such last-mentioned participating area for sale during 7
8 the life of this agreement shall be considered to be the gas so transferred 8
9 until an amount equal to that transferred shall be so produced for Sale. and ¢

10 such gas shall be allocated to the participating area from which initizlly 30

11 produced as such area was last defined at the time of such final production.jy

12 ' 13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS. 12

13 Any party heré.to owning or controlling. the worm interest in any unitized 13

14 land having thereon a regular well location may with the approval of the 14

15 Supervisor as to Federal land, the @d Comuissioner as to State land, and S
16 the Conservation Commission as to privately owned iand, at such party's solejg

17 risk, costs, and expense, drill a well to test any foz_mt;io_n for which a 17

18 participating area has not been established or to ies: any formation for ) 71

19 which a participating area has been established if such location is not 19

20 within said participating area, unless within niﬁety (9G) days of réceipt 20

21 of notice from said party of his intentio;:x to drill the well the Unit 21

22 Operator elects and commences to drill such a well in like manner as other 22

23 wells are drilled by the Unit Operator under this agreement. 23

2% If any well drilled as aforesaid by a working interest owner results 24

25 in production such that the land uypon whic.h it is situated may properly be 35

26 dincluded in a participating area, such participating area shall be estab- 24

27 lished or enlarged as provided in this agreement and the well siull there- 27

28 after be operated by the Unit Operator in accordance with the ferms of this 28

29 agreement and the unit operating agreement. 29

30 If any well drilled as aforesaid by a working interest owner cbtains 739

31 4 productioa in quantities insufficient to justify the inclusion of the land 133

32 upon which such well is situated in a participatiang area, such well may be 32

33 operated and produced by the party drilling the same subject to the 33

354 consarvation requirements of this agreement. The royalties in amount or 34

35 value of production from any such well shall be paid as specified in the 35
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underlying lease and agreements affected.
i4. ROYALTY SETILEMENI. The United States, the State of New Mexico,
and any royalty ownmer who, 1s entitied to take in kind a share of the

1
2
3
substances now unitized hereunder shall hereafter be eatitled to the right &
to take in kind its share of the unitized substances, and Unit Operator, or §

6

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

interest owner as herein provided for in special cases, shall make deliveries?
of such royalty share taken in kind in coaformity with the applicable 8
contracts, laws, and regulations. Settlecent for royalty interest not taken 9
in kind shall be made by working interest owners reiponsible therefor under }0
existing contracts, laws snd regulations, or by the Unit Operator on or 11

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

the preceding calendar month; provided, however, that nothing herein con~ 13 ‘

tained shall operate to relieve the lessees of any land from their respec~ 14

tive 'lease obligations for the payment of any royalties due under their 15

leases, 16

Tf ona nhtrsinad €fram lands »
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into any participating area hereunder, for use in repressuring, stimulation 18
of production, or increasing ultimate recovery, fn conformity with a plan of}9
operatious approved by the Supervisor, the Land Commissioner and the 20
Conservation Commission, a like amount of gas, after settlement as- herein 21
provided for any gas transferred from any other part:icﬂ;éting area and 22
with appropriate deduction for loss from any cause, may be withdrawn from 23
the formation into t;hich the gas is introduced, royalty free as to dry gas, 24
but not as to any products which may be extracted therefrom; provided that 25
such withdrawal shall be at such time as may be provided in the approved 26
plan of operaticns or as may otherwise be comsented to by the Supervisor, 327
the Land Commissioner and the Conservatica Coomissicn as conforming to 28

good petroleum engineering practice; and provided further, that such right 39

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

Royalty due the United States shall be cozputed as provided in the 31
operating regulation: and paid in value or delivered in kind as to all 32
unitized substances on the basis of the amounts thereof allocated to 33
unitized Federal land as provided herein at the rates specified in the 3%

respective Federal leases, or at such lower rate or rates as may be 35
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authorized by law or regulation; provided, that for leases on which the
royalty rate depends on the daily average production per wall eatd avaras
production shall be determiued in accordance with the operating regulations
as though each participatiag area were a single consolfdated lease.

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

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

15. RENTAL SETTLEMENT. Rental or minimum royaltfes due on leases

n

O @ N W

10

committed hereto shall be paid by working interest owners responsible there- 1l

for under existing contracts, laws, and regulations, provided that noihing

12

herein contained shall operate to relieve the lessees of any land from their 13

respective lease obligations for the payment of any rertal or minimum

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

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

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

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

extended by this agreement and uniil ihe required dciiiing operations are

14
15
16
17
18
19
20
21
22
23

24

25

26
27
28

commenced upon the land covered thereby or until some portion of such land is29

included within a participating area.

16. CONSERVATION., Operatiocns heraunder and production of unitized
substances shall be conducted to provide for ilie wost economical and effi-
cient recovery of said substances without waste, as defined by or pursuant
to State or Federal law or regulation.

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

30
31
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(v

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

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, condi-

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

to exploration, drilling, development, or operation for oil or gas on lands

committed to this agreement are hereby expressly modified and amended to the

extent necessary to make the same conform to the provisions hereof, but
otherwise to remain in full force and effect; and the parties hereto hereby

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

(- T V. S B VR

-~y

9
10

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

hereof by his duly authorized representative, does hereby establish, alter, 12

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

(a) Tae development and operation of lands subject to this agreement
under the terms hereof shall be deemed full performance of all obligations'
for developmeni and operation with respect to each and every separately
owned tract subject to this agreement, regardless of whether there is any
development of any particular tract of the unit area.

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

. {e) Suspension of drilling or producing operations on all unitized
lands pursuant to direction or comsent of the Secretary and the Land
Commissioner of their duly authorized representétives shall be decemed to
constitute such suspension pursuant to such direction or comsent as to each

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

13
1§
15

33

operations limited to specified lands shall be applicable only to such lands.3z

(d) Each lease, sublease or coatract relating to the exploration,
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19
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21
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24

26

34

5

drilling, development or operation for oil or gas of lands other than those 1
of the United States committed to this agreement, which, by its terms might
expire prior to the termination of this agreement, is hereby extended beyond

any such terms so provided therein so that it shall be coatinved in full

2
3
&
force and effect for and during the term of this agreement. S

(e) Any Federal lease for a fixed term of twenty (20) years or any 6
renewal thereof or any part of such lease which is made subject to this 7
agreement shall continue in force beyond the term provided therein until the §
termination hereof. Any other Federal lease committed t;ereto shall continuo 9

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

mitted so long as such lease remains subject hereto, provided that productionll
is had in paying quantities under this unit agreement priof to the exp:l.ra-‘ 12
tion date of the term of such lease, or in the event actual drilling i3
operations are commenced on unitized land, in accordance with the provisions 14
of this agreement, prior to the end of the primarxy f:em of. such lease and 15

are being diligently prosecuted at that time, such lease shall be extended 16

for twe (2) years and 5o long theieafier as oil or gas is produced In paying 17
quantities in accordance with the provisions of the Mineral Leasing Act 18
Revisions of 1960. ' 19

- {£f) Bach sublease or contract relating to the operat:ich and develop~ 20
ment of unitized substances from lands of the United States committed to this2l
agreement, which by its terms would expire prior to the time at which the 22
underlying lease, as extended by the immediately preceding paragraph, will 23
expire, is hereby extended beyond any such term so provided therein so that 24

it shail be cont:inued in fu.l force and effect for and during the term of thesjs

underlying lease as such term is herein extended. 26
(g) The segregation of any Federal lease comxitted to this agreemeat 27
is governed by the following provision in the fourth paragraph of Sec. 17(3) 28

of the Mineral Leasing Act, as amended by the Act of September 2, 1960 29
(74 Stat. 781-784): "Any (Federal) lease heretofore or hereafter committed 39
to ahy such {unit) plan ewbracing lands that are in part within and in pert 31

outside of the area covered by any such plan shall be segregated into sep- 32
arate leases as to the lands committed and the lands not committed as of the 33
effective date of unitization: Provided, however, That any such lease as to 34

the nonunitized portion shall continue in force and effect for the term 35

~-17~
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thereof but for not less than two (2) years from the date of such segre—
gation and so long thereafter as oil or gas is produced in paying quantities.
Any lease embracing lands of the State of New Mexico which is made
subject to this agreement, shall continue in force beyond the term provided
therein as to lands committed hereto with the termination hereof.
(h) Any iease, other than a Federal lease, having only a portion of
its lands committed hereto shall be segregated as to the portion committed

and the portion not committed, and the provisions of such lease shall apply

L] (-] ¢ o w w ~N [ ad

separately to such segregated portions commencing as of the effective date
hereof. In the event any such lease provides for a lump-sum rental payment, 10

such payment shall be prorated between the portioms so segregated in pro-— 11

portion to the acreage of the respective tracts. 12

(1) Any lease embracing lands of the State of Nev Mexico haviang oaly .13
a portion of its land committed hereto, shall be segregated as to the 14
portion committed and the portion not committed, and the provisions of s:nch 15

lease shall apply separately to such' segragated portions commencing as.of 16
the effective date nhereof; provided, however, notwithstanding any of the .17
provisions of this agreement to the contract anynlease embracing lands of 18
the State of New Mexico having only a portion of ité lands committed hereto 19

shall continue in full force and effect beyond the term provided therein as 2g

~to all lands embraced in such lease, if o0il or gas is discovered and is 21

capable of being produced in paying quantities from soma part -of the lands 22
embraced in such lease at the expiration of the secoadary term of such lease;23
or if, at the expiration of the secondary term, the lessee or the Unit 24 ;
Operator Ais then engaged in bona fide drilling or reéor!d.ng operations on 25
some part of the lands embraced in such lease, the same, as to all lands 26
emhraced therein, shall remain in full force and effect so long as such 27
operations are being diligently prosecuted, and if they result in the pro- 32§
duction of oil or gas, said lease shall continue in full force and effect as 29

to all of the lands embraced therein, so long thereafter as oil or gas in 30

paying quantitiss is being produced from any poriion of said lands. v 31

1S, COVENANTS RUN WITH LAND. The covenants harzin shall be constrved 32
to be covenants running with the land with respect to the interest of the 33
parties hereto and their successors in interest uantil this agreement 34

terninates, and any grant, transfer, or conveyance, of interest in land or 35
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leases subject hereto shall be and hereby is conditioned upon the assumption 1
of all privileges and obligations hereunder by the grantee, transferee, or 2
other successor in interest. No assignment or transfer of any working 3
interest, royalty, or other interest subject hereto shall be binding upon Uaits
Operator until the first day of the calendar month after Uunit Operator is S
furnished with the original, photostatic, or certified copy of the instrument §

of transfer. | ?

20, EFFECTIVE DATE AND TERM. This agreemeut shall become effective 8

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

- {a) Such date of expiration is extended by the Director and the i2
Land Commissioner, or : | 13

(b) It is reasonably determined prior to the expization of the fixed 14

term or any extension thereof that the unitized iand is incapable of pro- 15

duction of unitized substances in paying quantities i{n the formations tested 16

hereunder and after notice of intention to terminate the agreement on such 17

ground is given by the Unit Operator to all partiés in mtereat:. at their 18

last known addresses, the agreement is terminated with the approval of the 19

Supervisor and Lanc;l Cormissioner, or 20
(c) A valuable discovery of unitized substances ha.s been made or 21

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

22
in which event the agreement shall remain in effect for such term and so 23

lon, as unitized substances can be prdduced in quantities suffid.e.nt to pay 26
for the cc;st of producing same from wells on unitized land within any parti- 25
cipating area established hereunder and, should production cease, so long 26
thereafter as diligent operations are in progress for the restofation of 27

production or discovery of new production and so long thereafter as unitized 54

substances so discovered can be produced as aforesaid, or 29

(d) It is terminated as heretofore provided in this agreement. 30
This agreement may be terminated at any time by not less chan seventy-five 31
(75) per centum, on an acreage basis, of the working interest owners 12

signatory hereto, with the approval of the Supervisor and Land Commissioner; 33
notice of any such approval to be given by the Unit Operator to all parties 44

hereto. ‘ 35
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21. RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION. The Director is 1
hereby vested with authority to alter or modify from tice to time in his 2
discretion the quantity and rate of production under this agreement when such 3

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

conform to any state-wide voluntary conservation or allocation program, which 5
is established, recognized, aud generally adhered to ﬁy the majority of 6
operators in such State, such authority being hereby limited to alreration or 7
modification in the public imterest, the purpose thereof and the public 8
interest to be'served thereby to be stated in the order of alteration or mod-9
ification., Without regard to the foregoing, the Director is also hereby 10
vested with authority to alter or modify from time to time in his discre_t:lon 11
the rate of prospecting and development and the quantity; and rate of pro- 12
duction under this agreement when such alteration or modification is in the 13
interest of attaining the conservation objectives stated in this agreement 14

and is not in violation of any applicable Federal or State law. 15
Powers in this section vested in the Director shall only be exercised 16
after notice to Unit Operator and opportunity for hearing to be held not lessi?

than fifteen (15) days from notice-.. -18

Provided, further, That no such alteration or modification shall be 19

effective as to any land of the State of New Mexico, as to the rate of 20
prospecting and developing in the absence of the specific writtem approval 23
thereof by the Commissioner and as to any lands of the\State of New Mexico 22
or privately owned iands subject to this agreement as to the quanti:y and 23

rate of production in the absence of specific written approval thereof by 24

the Commission.

g O

22, CONFLICT OF SUPERVISION. Neither the Unit Operator nor the.
working interest owners nor any of them shall be subject to aﬁy forfeiture, 27
termination or expiration of any rights here nder or under any leases or 28
contracts éubject hereto, or to any penalty or liability on account of delay 29
or failure in whole or in part to comply with any applicable provision 30

thereof to the extent that the Unit Operztor, working interest owmers or any 3j

of them are hindered, delayed or prevented from complying therewith by 32
reason of failure of the Unit Operator to obtain in the exercise of due 33
diligence, the concurrence of proper representatives of the United States 34
and proper representatives of the State of New Mexice in and about any 35

=20~
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matters or thing concerning which it is required herein that such con- 1
currence be obtained. The parties hereto, including the Coaservation 2

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

Commission in and by any provisions of this by it pursuant to the provisions §
of the laws of the State of New Mexico and subject in any case tc appeal or §

jud:lc:lai review as may now or hereafter be provided by the laws cf the Staie g

of New Mexico. 7

23, APPEARANCES. Unit Operator shall, after notice to othar parties §
affected, have the right to appear for and on behalf of any and all interests9

affected hereby before the Department of the Interior, the C mmissioner 10

of Public Lands of the State of New Mexico and the Hew Mexico 01l _ 11
Conservation Comuission and to appeal from oﬁders issued under the regu-— 12
lations of said Department, the Conservation Ccmmission or Land 13
Commissioner or to apply for relief from any of said regulations or in any 14
proceedings relative to operations before the Department of the Interior, 15
the Land Commissioner, or Conservation Commission or any other legally 16
constituted authority; provided, however, that any other interested party 17
shall also have the right at his own expense to be heard in any suéh pro—- 18
ceading. 19

24. NCTICES. All notices, demands or statements required hereunder 2p
to be 'giveﬁ or rendered to the parties hereto shall be deemed fully given 21
if given in vwriting and personally delivered to the party or seat by post- 22
paid registered br certified mail, addressed to s.uch party or parties at 23
their respective addresses set forth in connection with the signatures 24
hereto or to the ratification or'.c'onsent hereof or to such othar address as 25

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

demand or statement. 27

25. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement contained 28
shall be construed as é waiver by any party hereto of the right to assert 29 |
any legal or constitutional right or defense as to the validity or imvalid- 39
ity of any law of the State whereim said unitized lands are located, or of 31
the United States., or regulations issued thereunder in any way affecting 32
such party, or as a waiver by any such party of any right heyond his or its 33
authority to waive, 3%

26. UNAVOIDABLE DELAY. All obligations under this agreement requiring;q

to
')
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the Unit Operator to commence or continua drilling or to operate on or |
produce unitized substances frém any of the lands covered by this agreement 2
shall be suspended while the Unit Operator, despite the exercise of due care 3
and diligence, is prevented from complying with such obligations, in whole 4

or in part, by strikes, acts of God, Federal, State, or municipal law or 5

agencies, unavoidable accidents, uncontrollable delays in tramngportation, 6

inability to obtain recessary materials in open market, or other mattars ?
beyond the reasonable control of the Unit Operator whether similar to matters8
herein enumerated or not. No unit obligation which is suspended under this 9
section shall become due less than thirty (30) days after it has been 10
determined that the suspension is no longer applicable. De:ermina:ion of 11
creditable "Unavoidable Delay" time shall be made by the Unit Operator 12
subject to approval of fhe Supervisor and the Land Commissioner. 13
27. HNONDISCRIMINATION. In cconnection with the performance of work 14
under this agreement, the operator agrees to comply with all the provisions 15
of Section 202 (1) to (7) inclusive of Executive Order 11246 (30 F.R. 12319)16
as amended, which are hereby incorporated by reference in this agreément. 17
28. 1OSS OF TITLE. In the event title to any tract of unitized land 18
shall fail and the true owner cannot be induced to join in this unit 19
agreement, Such tract shall be automatically regarded»as not committed here-zg
to and there shall be such readjustment of future costs and benefits as may 21

be required on account of the loss of such title. In the event of a disputesy

as to title as to any royalty, working interest, or other interests subject 23

thereto, Payment or delivery om account thereof way be withheld without 25
1iability for interest until the disput=z is finally-settled; provided, that,)s
as to Federal and State land or leases, no payments of funds due the 26
United States or the State of New Mexico should be withheld, but such fﬁnds 27
of the United States shall be deposited as directed by the Supervisor and 28
such funds of the State of New Mexico shall be deposited as directed by the ;4
Land Commissioner to be held as unearned noney pending final settlemeant of %0
the title dispute, and then applied as earnmad or return2d in accordanca 31
with such final settlement. ' 32

Unit Operator as such is relieved frca any responsibility for any 33

defect or failure of any title hereunder.

35
29. NOH-JOINDER AND SUBSEQUENT JOIXDER. If the owner of any sub- 15

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

1
scribe or consent to this agreement, the cwner of th.e' working interest in 2
that tract may withdraw said tract from this agreement by written notice 3
delivered to the Supervisor and the Land Commissioner, and the Uait Operator &
prior to the approval of this agreement by the Supervisor. Any oil or gas §
interests in lands within the unit area not comzitted hereto prior to sub- ¢
mission of this agreement for final approval may thereafter be committed 7
"hereto by the owner or owners thereof subscribing or consenting to this 8

agreement, and, if the interest is a working interest, by the owner of guch ¢
interest also subscribing to the unit operating agreement. After operations}g
are commenced hereunder, the right of subsequent joinder, as provided in 11
this section, by a working interest owmer is subject to such requirements |2

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

the unit operating agreement. After firal approval hereof, joinder by a 14
non-working interest owner must be ;oﬁsented to in writing by the working 1S
interest owner committed hereto and responsible for the payment of any 16
benefits that may accrue hereunder in behalf of such non-working mtérest'. 17'
A non-working interest may not be committed to this unit agreément unless 18
the corresponding working interest is committed hereto. ;Toinder to the 19
unit agreement by a working-interest owner, at any tim; must be accom— 20
paniea by appropriate joinder to the unit operating agreement, if moxe t:han 21
one committed working-interest owner is involved, in order for the interest 23
to be regarded as committed to this unit agreement. ExcepF as may otherwise23
herein be provided, subsequent jolnders to this agreement ﬁhall be effectivez4
as of the first d:a'y of the ‘monith following the filing with the_SupetvIsor, 25
the Land Commissioner and the Conservation Commission of duly executed 26
counterparts of all or any papers necessary to establish effegtive commit— 27

ment of any tract to this agreement unless objection to such joinder is

28
duly made within sixty (60) days by the Supervisor or Land Commissioner, 29
provided, that as to State lands, all subsequent joinders m.;st be approvéd
- by the Land Commissioner. 31

30. COUNTERPARTS. This agreement may be executed in any number of 32
counterparts no one of which needs to be executed by all parties or may be 33
ratified or consented to by separate instrument in writing specifically 34

referring hereto and shall be binding upon all those parries who have 35

-23-
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executed such a counterpart, ratification, or consent hereto with the same 1

all such partles had sigaed the same document and 2
regardless of whether or not it is executed by all other parties owning or 3
claiming an interest in the lands within the above-described unit area. &

30. SURRENDER. Nothing in this agreement shall prohibit the exercise s
by any working interest owner of the right to surrender vested in such party g

by any lease, sublease, or operating agreecent as to all or any pait of the 7

lands covered thereby, provided that each party who will or might acquire 8

such working interest by such surrender or by forfeiture as hereafter set 9
forth, is bound by the terms of this agreement. A 10

If as a result of any such surrender the working interest rights as io 11
such lands become vested in any party other than the fee owmer of the ' 12
unitized substances, said party may forfeit such rights and further benefits)y
from operation hereunder as to said land to the party next in the chain of 14
title who shall be and become the owner of such working interest, i

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

rights become wvested in the fee owner of the unitized snbstances, such

o
~¢

owner may: i 18
(1) Accept those working interest rights subject to this agreement 19
and the unit operating agreement;'of v io
{(2) Lease the portion of such land as is included in a participating 21
area established hereunder Subjéét to this agreement and the unit operating 43
agreement; or _ 23

(3) Provide for the independent operation of any part of such land 24

that is not then included within a participating area established here- 25

under. _ ‘ 26
If the fee owner of the unitized substance does not accept the 27

working interest rights subject to this agreement and the unit operating 28

égreement or lease such lands as above provided within six (&) months after 29
the surrendered or forfeited working inrerest rights beccma vested in the 30
fee owner, the benefits and obligations of operations accruimg to such 31
lands under this agreement and the unit‘operating agreement shall be shared 32
by the remaining owners of unitized working imterests in accordance with 33
their respective working interest ownerships, and such owners of working 34

interests shall compensate the fee owner of unitized substances in such 35
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lands by paying sums equal to the rentals, minimum royalties, and royalcies 1
applicable to such lands under the lease in effect when the lands were 2
unitized. ‘ 3

An appropriate accounting and settlement shall be made for all benefits &
accruing to or payments and expenditures made or incurred on behalf of such S
surrendered or forfeited working interest subsagquent to the date of sur- 6
render or forfeiture, and payment of any monies found to be owing by such an 3
accounting shall be made as between the parties within thirty (30) days. 8
In the event no unit operating agreement is in existence and a mutually 9
acceptable agreement between the proper parties thereto cannot be consum—- - }g

mated, the Supervisor may prescribe such reasonable and equitable agreement 11

as he deems warranted under the circumstances. ) 12
The exercise of any right vested in a working interest owner to _ 13
reassign such working interest to the party from whom obtained shall be 146

subject to the same conditions as set forth in this section in regard to 15
the exercise of a right to surrender. 16

32. TAXES. The working interest owners shall render and pay for 17

'their account and the account of the royalty owners all valid taxes on or g

measured by the unitized substances in and under or that may be produced,

19
gathered and sold from the land subject to this contract after the 20

effective date of this agreement_ or upon the proceeds or net nroceeds

(8 )
19}

‘derived therefrom. The working interest owners on each tract shall and may 22

charge the proper proportion of said taxes to the roialty owners having 23
interests in said tract, and may currently retain and deduct sufficient 24
of the unitized substances or derivative products, or net proceeds thefeof 25
from the allocated share of each royalty owner to secure reimbursement for 26

the taxes so paid.‘ No such taxes shall be charged to the United States or 27

to the State of New Mexico or to any lessor who has a contract with his 28
léssee which requires the lessee to pay such taxes. 29

33. NO PARTNERSHIP. It is expressly agreed that the relation of 30
the parties hereto is that of independent contractors aad nothing in this 31
agreenent contained, expressed or implied, nor any operations conducted 32
hereunder, shall create or be deemed to have created a partnership or 33

association between the parties hereto or any of them. 34
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IN WITNESS WHEREOF, the parties hereto have caused this agreement to 1

be executed and have set opposite their respective names the date of 2
execution. 3
4
UNIT OPERATOR AND b
WORKING INTEREST OWNER )
6
TRANSOCEAN OIL, INC. -~
I '
- ‘ /
Date O(jiz&sb\ -S]L,\o\*lkl By / %I/Z/JM,(_/‘_ 8
o Attorney-in-Fact
1700 First City East Building 9
Houston, Texas 77002
' 10
11
12
STATE OF TEXAS ) 13
) ss
COUNTY OF HARRIS ) 14
On this alQJD day of @mm __» 1977, before me personally ;s
appeared C. R. Church, to me known to be the person who executed the 16

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

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

GIVEN under my hand and seal this gl Q& day of D(—Iﬂu\;\ ,19
A.D., 1977.

Nohry Pulilic ‘ b

My commission expires: 23

A\\\\"\\"ji | | 2
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case C/0a

EXHIBIT "B"
SCHEDULE SHOWING THE PERCENTAGE AND KIND OF OWNERSHIP OF OIL AND GAS INTERESTS
QUEMADO UNIT AREA
CATRON COUNTY, NEW MEXICO

NUMBER SERIAL NUMBER BASIC ROYALTY LESSEE OF RECORD OVERRIDING ROYALTY WORKING INTEREST
OF AND EXPIRATION AND AND AND AND
NO. DESCRIPTION OF LAND ACRES DATE OF LEASE PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE
FEDERAL LANDS
1 2N-15W, NMPM 2,281.39 WM-22163 United States TransOcean 0il, Inc. 62.50% Colorado Plateau TransOcean 62.50%
Section 17: All 3-31-85 100% Estate of Willlam G. Helis Geological Services 3% Helis 33.75%
Section 19: W/2E/2 . a partnership 33.75% Harlan C, Altman, Jr., Keller 3.75%
Section 20: All Keller 0ilfield Services Trustee of the Stewart
Section 29: All Company, Inc. 3.75% Venture Trust dated
Section 30: Lots 1, 2, 3, E/2NW/4 12-31-74 1%
2 2N~15W, NMPM 1,120.00 NM-22166 United States TransOcean 62.50% CPGS 3% TransOcean 62.50%
Section 21: All . 3-31-85 100% Helis 33.75% Harlan C. Altman, Jr., Helis 33.75%
Section 28: W/2, NE/4 Keller 3.75% Trustee of the Stewart Keller 3.75%
Venture Trust dated
12-31-74 1%
3 2N-15W, NMPM 639.74 NM-22169 United States TransOcean §&7,50% CPGS 3% TransOcean 62.50%
Section 18: Lots 1,2,3, NW/4SW/4, 3-31-85 1007 Helis 33.75% Harlan C. Altman, Jr,, Helis 33.75%
E/2w/2, B/2 Keller 3.75% Trustee of the Stewart Keller 3.75%
Venture ‘frust dated
12-31-74 1%
4 2N-17v, NMPM 332.35 NM-22233 United States TransOcean 62.50% CPGS 3% TransOcean 62.50%
Section 29: Lots 9,10,11,12,13, 3-31-85 100% Helis 33.75% Helis 33.75%
14,15,16 Keller 3.75% Keller 3.75%
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WORKING INTEREST

NUMBER SERIAL NUMBER BASIC ROYALTY LESSEE OF RECORD OVERRIDING ROYALTY
TRACT OF AND EXPIRATION AND AND ARD AND
NO. DESCRIPTION OF LAND ACRES DATE OF LEASE  PERCENTAGE PERCENTAGE PERCENTAGE PERCENIAGE
5 2N-17W, NMPM 1,484.89 NM-22234 United States TransOcean 62.50% CPGS 3% TransOcean 62.50%
Section 21: Lots 1,2,3,4, 3-31-85 100% Helis 33.75% Helis 33.75%
S/2, E/2NW/4, SW/4NW/4 Keller 3.75% Keller 3.75%
Section 28: W/2, NE/4, N/2SE/4
Section 29: Lots 1,2,3,4,5,6,7,8,
6 2N-17W, NMPM 2,515.16 NM-22235 United States TransOcean 62.50% CPGS 3% TransOcean 62.50%
Section 22: Lots 1,2,3,4,5,6,7,8, 3-31-85 100Z Helis 33.75% Helis 33.75%
9,10,11,12,13,14, Keller 3.75% Keller 3.75%
W/2sW/4 (All)
Section 23: Lots 1,2,3
Section 27: All !
Section 33: NW/4, S/2NE/4, S/2
Section 3: Lots 1,2, N/28W/4,NW/4, E/2
7 2N-17W, NMPM 2,547.54 NM-22236 United States TransOcean 62,50% CPGS 3% TransOcean 62.50%
Section 23: Lot 4, SE/4, N/2NW/4, 3-31-85 1007 Helis 33.75% Helis 33.75%
SE/4NW/4, NE/4SW/4 Keller 3.752 Keller 3.75%
Section 24: S/2
Section 25: All
Section 26: Lots 1,2,3,4,5,6,
NE/4, SW/4, E/2NW/4
Section 35: Lots 1,2,3,4,5,6,
N/2NW/4, NE/4, NE/4SE/4,
S/2sW/4
8 2N-17W, NMPM 480,00 NM-22240 United States TransOcean §:2.50% CPGS 3% TransOcean 62.5Q%
Section 23: NE/4 3-31-85 100% Helis 33.75% Helis i 33.75%
Keller 3.75% Keller 3.75%

Section 24: N/2
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NUMBER SERIAL NUMBER BASIC ROYALTY LESSEE OF RECORD OVERRIDING ROYALTY WORKING INTEREST
TRACT OF AND EXPIRATION AND AND AND AND
XO. DESCRIPTION OF LAND ACRES DATE OF LEASE PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE
9 2N-16W, NMPM 40.00 NM-22566 United States TransOcean 62.502 CPGS 3% , TransOcean 62.502
Section 29: NW/45W/4 7-31-85 100% Helis 33.75% Phillip D. Nlickell Helis 33.75%
Keller 3.75% ke of 17 Keller 3.75%
10 2N-16W, NMPM 1,920.00 NM- 23687 Uniced States TranaOcean 62.50% CPGS 3% TransOcean 62.502
Section 22: All 8-31-85 100% Helis 33.75% Harlan C. Altman, Jr., Helis 33.75%
Section 23: All Keller 3.75% Trustee of the Stewart Keller 3.75%
Section 25: All Venture Trust dated
12-31-74 1%
11 2N-16W, NMPM 2,000.00 NM-23688 United States TranaOcean 62.50% CPGS 3% TransOcean 62.50%
Section 26: All 8-31-85 100% Helis 33.75% Harlan C. Altman, Jr., Hells 33.75%
Section 33: W/2NW/4, NW/4SW/4, Keller 3.75% Trustee of the Stewart Keller 3.75%
SE/4SW/4, SW/4SE/4. Venture Trust dated
W/2NE/4 12-31-74 1%
Section 34: N/2, N/2SW/4, SE/4SW/4
SEction 35: All
12 2N-16W, NMPM 1,208.44 NM-23689 United States TransOcean 62.50% CPGS 3% TransOcean 62.50%
Section 30: Lots 1,2,3,4, W/2E/2, 8-31-85 100% Helis 33.75% Harlan C. Altman, Jr., Helis 33.75%
E/2W/2, E/2SE/4 Keller 3.75% Trustee of the Stewart Keller 3.75%
Section 31: Lots 1,2,3,4, E/2, Venture Trust dated
E/2W/2 12-31-74 1%
13 2N~16W, NMPM 2,076.96 NM- 23690 United States TransOcean 62.50% CPGS 3% TransOcean 62.50%
Section 18: Lots 1,2,3,4, 5~31-85 1002 Helis 33.75% Harlan C. Altman, Jr., Helis 33.75%
E/2u/2, E/2 (All) Keller 3.75% Trustee of the Stewart Keller 3.752

Section 19:

Section 20:
Section 21:

NE/4NE/4, S/2SE/4, SE/4SW/4
SE/4NW/4, Lots 2,3,4

N/2. SE/4

All

Venture Trust dated
12-31-74 12




NUMBER

SERIAL NUMBER BASIC ROYALTY

LESSEE OF RECORD

OVERRIDING ROYALTY

WORKING [NTEREST

OF AND EXPIRATION AND AND AND AND
NO. DESCRIPTION OF LAND ACRES DATE OF LEASE PERCENTAGE PERCENTAGE " PERCENTAGE PERCEN'TAGE
14 2N-16W, NMPM 2,400.00 NM-23698 United States TransOcean 62.50% CPGS 3% TransOcean 62.50%
Section 13: N/2NW/4, NE/4, $/2 5-31-85 1002 Helis 33.752 Harlan C. Altman, Jr., Helis 33.75%
Section 1l4: W/2, W/2E/2, Keller 3.75% Trustee of the Stewart Keller 3.75%
NE/4NE/&, SE/4SE/4 Venture Trust dated
Section 15: All 12-31-74 1%
Section 24: All
15 2N-16W, NMPM 1,280.00 NM-23700 United States TransOcean 62.50% CPGS 3% TransOce:n 62.50%
Section 9: AllL 5-31-85 100% Helis 33.75% Harlan C. Altman, Jr., Hells 33.75%
Section 10: All Keller 3.75% Trustee of the Stewart Keller 3.75%
Venture Trust dated
12-31-74 1%
16 2N-16W, NMPM 1,915.10 NM-23701 United States TransOcean 62.502 CPGS 3% TransOcean 62.50%
Section 7: Lots 1,2,3,4, 5-1-85 100% Helis 33,.75% Harlan C. Altman, Jr., Helis 33.75%
E/2W/2, E/2 (All) Keller 3,.75% Trustee of the Stewart Keller 3.75%
Section 8: All Venture Trust dated
Section 17: All 12-31-74 1%
17 2N-17W, NMPM 320,00 NM-30462 United States TransOcean 62.50% CPGS 3% TransOcesn 62.50%
Section 13: NW/4NE/4, NW/4, 3-31-85 100% Relis 33.75% Helis 33.75%
E/2SE/4, SW/4SE/4 Keller 3.75% Keller 3.75%
18 2N-16W, NMPM 1,120.00 NM-30467 United States TransOcean 62.50% CPGS 3% TransOcean 62.50%
Section 27: All 8-31-85 100% Helis 33.75% Harlan C. Altman, Jr., Helis 33.75%
Section 28: S/2NE/4, SE/4SW/4, NE/4SE/4 Keller 3.75% Trustee of the Stewart Keller . 3.75%

Section 29: NE/4NE/4, W/2E/2,
NE/4NW/4, SE/4SE/4
Section 32: NE/4SE/4

Venture Trust dated
12-31-74 1%

18 FEDERAL TRACTS TOTALING 25,681.77 acres

or 75.88% of unit area
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NUMBER SERIAL NUMBER BASIC ROYALTY LESSEE OF RICORD OVERRIDING ROYALTY WORKING INTEREST

OoF AND EXPIRATION AND AND AND AND
NO. DESCRIPTION OF LAND ACRES DATE OF LEASE PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE
STATE LANDS
19 2N-16W, NMPM 520.00 LG-2102 State of New Mexico TramsOcean 21.70% CPGS 3% TransGcean 21.70%
. Section 32: N/2, SW/4, NW/4SE/4 8-31-84 100% Helis 33,752 Helis 33.75%
. Keller 3.75% Keller 3.75%
Gulf 0il Gulf 40.80%
Corporation 40.80%
20 2N-16W, NMPM 1,280.00 LG-2]03 State of New Mexico TransOcean 21.70% CPGS 3% TransOcean 21.70%
Section 16: All 8-31-84 100Z Helis 33.75% : Helis 33.75% i
Section 36: All Keller 3,75% Keller 3.75% m
Gulf 40.80% Gulf 40.80%
21 2N-17W, NMPM 40.00 LG-2106 State of New Mexico TransOcean 21.70% CPGS 3% TransOcean 21,70% C
Section 13: SE/4SW/4 8-31-84 100% Helis 33.75% Helis 33.75%
Keller 3.75% Keller 3.752
Gulf 40.80%2 Gulf 40.80%
; 22 ZN-17W, NMPM 1,280.00 LG-2108 State of New Mexico TransQOcesn 21.70% PGS 3% TransOcear: 21.70%
‘ Secizion 32: All 8-31-84 100% Helis 33.75% Helis 33.75%
._ Section 36: All Keller 3.751 Keller 3.751
n Gulf 40.80% Gulf 40.80%
23 2N-17W, NMPM 120.00 1.G-2880 State of New Mexico TransOcean 21.70% CPGS 3% TransOcean 21.70%
Section 13: N/2SW/4, SW/4SW/4 6-30-85 100% Helis 33.75% N Helis - 33.75%
Keller 3.75% ‘ Keller 3.75%
Gulf 40.80% Gulf 40.80%
! 24 2N-15W, NMPM 481.89 LG-4241 State of New Mexico TransOcean 21.70% CPGS 3% TransOcean 21,70%
; Section 19: lots 1,2,3,4, E/2W/2 5-31-87 1002 Helis 33.75% Helis 33.75%
Section 30: Lot &, W/2NE/4, RE/A4SW/4 _ Keller 3.75% Keller 3.75%
Gulf 40,80% Gulf 40.80% ;
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NUMBER SERIAL NUMBER BASIC ROYALTY LESSEE OF RECORD OVERRIDING ROYALTY WORKING INTEREST
TRACT or AND EXPIRATION AND AND AND AND
NO. DESCRIPTION OF LAND ACRES DATE OF LEASE PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE
25 2N~15W, NMPM 1,280.86 LG-4242 State of New Mexico TransOcean 21.70% CPGS 3% TransOcean 21.70%
Section 31: Lots 1,2,3,4, E/2, 5-31-87 1007 - Helis 33.75% Helis 33.75%
E/2W/2 Keller 3.75% Keller 3.75%
Section 32: All Gulf 40,80% Gulf 40.80%
. 7 STATE TRACTS TOTALING 5,002.75 scres or 14.78% of unit area
PATENTED LANDS
26 2N-17W, NMPM 320.00 6170 Herman D. Chevez TransOcean 21,70% CPGS 3% TransOcean 21.70%
Section 13: SW/4NE/4, NW/4SE/4 7-9-84 and Mary Rose Dehart, Helis 33.75% Helis 33.75%
Section 21: NW/4NW/4 formerly Mary Rose Keller 3.75% Keller 3.75%
Section 28: S/2SE/4 Chevez 100% Gulf 40.80% Gulf 40.80%
Section 33: N/2NE/4
‘ Section 35: NW/4SW/4
27 2N-16W, NMPM 560.00 6171 Marvin Ross Eagar TransOcean 21.70% CPGS 3% TransOcean 21.70
: Section 28: N/2N/2, S/2SE/4 6-26-84 and Tenoha Rae Helis 33.752 Helis 33.75%
Section 29: W/2NW/4, SE/4NW/4, Eagar 100% Keller 3.75% Keller 3.75%
£/2SW/4, SW/4SW/4 Gulf 40,802 Gulf 40. 80%
Section 30: E/2NE/4
28 2N-16W, NMPM 640.00 6173 Ross A. Eagar TransOcean 21,70% CPGS 3% TransOcean 21.70%
Section 19: W/2NE/4, SE/4NE/4, 6-26-84 and Ellen J. Eagar Helis 33.75% Helis 33.75%
N/2SE/4, NE/4SW/4 1002 Keller 3.75% Keller 3.75%
Section 20: SW/4 Gulf 40.80% Gulf 40.80%

Section 28: S/2NW/4, NE/4SW/4, NW/4SE/4

Section 33: E/2NE/4




NUMBER SERIAL NUMBER BASIC ROYALTY LESSEE OF RECORD OVERRIDING ROYALTY WORKING INTEREST
or AND EXPIRATION AND AND AND AND
o, DESCRIPTION OF LAND ACRES DATE OF LEASE PERCENTAGE PERCENTAGE ~ PERCENTAGR PERCENTAGE
29 2N-16W, NMPM 160.00 6921 Evans W. Ferm TransOcean 21.70% CPGS 3% TransOcean 21.702
Section 28: W/2SW/4 4~9-85 and Betty Jo Helis 33.75% Hells 33.75%
Section 29: SE/4NE/4, NE/4SE/4 Ferm 1002 Keller 3.75% Keller 3.75%
Gulf 40.80% Gulf 40.80%
30 2N-15W, NMPM 160.00 9435-1 Carolyn C,  TransOcean 21.70% ~ CPGS 3X TransOcean 21.70%
Section 19: E/2E/2 8-24-79 Robertson Helis 33.75% Helis 33.75%
50% Keller 3.75% Keller 3.75%
Gulf 40, 80% Gulf 40.80%
107356-1 Jack M. Amason TransOcean 2L.70% CPGS 3% TransOcean 21.70%
4-18-82 and Darlene B. Helis 33.75% Helis 33.75%
Amason Keller 3.752 Keller 3.75%
50% Gulf 40, 80% Gulf 40.80%
31 2N-15W, NMPM 280.00 10736-1 Jack M. Amason TransOcean 21.70% CPGS 3% TransOcean 21.70%
Section 30: E/2NE/4, SE/4 4-18-82 and Darlene B. Helis 33.75% Helis 33.75%
SE/4SW/4 Amason Keller 3.75% Keller 3.75%
100X Guif 40.30% Gulf 40.80%
: ww 2N-16W, NMPM 319.52 10821 N. G. Baca TransOcean 21.710% CPGS 32 TransOcean 21.70%
S Section 13: S/2NW/4 8-31-82 100% Helis 33.715% Helis 33.75%
Section l4: SE/4NE/4, NE/4SE/4 Keller 3.75% Keller 3.75%
Section 19: Lot 1, NE/4NW/4 Gulf 40.00% Gulf 40.80%
2N-17W, NMPM
Section 13: E/2NE/4
13 2N-16W, NMPM 120.00 10820 Harold 0. Ward TransOcean 21.70% CPGS 3% TransOcean . 21.70%
Section 32: S/2SE/4 8-31-82 et al Helis . 33.75% Helis 33.75%
Section 33: SW/4SW/4 1002 Keller 3.75%. Keller 3.75%
' Gulf 40.80% Gulf 40,.80%

i S
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NUMBER

SERIAL NUMBER BASIC ROYALTY LESSEE OF RECORD

OVERRIDING ROYALTY

WORKING INTEREST
TRACT or AND EXPIRATION AND AND AND AND i
. _NO, DESCRIPTION OF LAND ACRES DATE OF LEASE  PERCENTAGE PERCENTAGE wmwa@z.;on PERCENTAGE .
| 34 2N-16W, NMPM 160.00 10823 Joe E. Sedillo TransOcean .21.70% CPGS 32 TransOcean 21.702
Section 34: SE/4 8-31-82 and Crusitas Sedillo Helis 33.75% Helis 33.75%
100Z Kellar 3.75% Keller 3.75%
] Gulf 40.80% Gulf 40.80% !
! 35 2N~16W, NMPM 280.00 9-5-82 Wilbur M. Curtis TranaOcean 21.70% CPGS 3% TransOcean 21.70%
, Section 33: E/2NW/4, NB/4SW/4, 1002 Helis 33.75% Helis 33.75%
N/2SE/4, SE/4SE/4 Kellar 3.75% Keller 3.75%
Se.tion 34: SW/4SW/4 Gulf 40.80% Gulf 40.80% |
, 36 2N--15W, NMPM 160.00 Myrtle Cox Unleased ;
Section 28: SE/4 1002

11 PATENTED TRACTS TOTALING 3,159.52 acres or

9.34% of unit area

TOTAL 36 tracts totaling 33,844.04 acres in entire unit area.




United States Department of the Interior
GEOLOGICAL SURVEY

Box 25046
Denver Federal Center e N ('/)', -
I REPLY REFER 70, Denver, Colorado 80225 e lIEMADY
OCY . & )77 -
SRt
w ;E;AS
TransOcean 0il1, Inc. church Ehib ;
i Attention: Mr. C. R. Churc bt 2
1700 First City East Building xheb.
1111 Fannin case &kro2

Houston, Texas 77002
Gentlemen:

Your application of September 12, 1977, filed with the Assistant Area

0i1 and Gas Supervisor, Roswell, New Mexico, requests the designation

of the Quemado unit, embracing 33,844.04 acres, more or less, in
Catron County, New Mexico, as logically subject to exploration and

L development under the unitization provisions of the Mineral Leasing
Act, as Amended.

Pursuant to unit plan regulations 30 CFR 226, the land requested as
outlined on your plat marked "Exhibit 'A', Quemado Unit Area" is
hereby designated as a logical unit area. It being understoocd that
certain lands within the proposed Quemado unit are also embraced by
the French unit agreement which must be terminated prior to or
simultaneously with the final approval of the Quemado unit agreement.

The unit agreement submitted for the area designated should provide for
a well to test the Yeso Formation or to a depth of 5,000 feet. Your
proposed use of the Form of Agreement for Unproved Areas, modified as
shown in your application, will be accepted.

i If conditions are such that further modification of said standard form
is deemed necessary, two copies of the proposed modifications with
appropriate justification must be submitted to this office through the
0i1 and Gas Supervisor for preliminary approval.

OWTION,
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2
In the absence of any cther type of land reguiring sPecial provisions ov
of any objections not now apparent, a duiy executed agreemen identical

with said form, modified as outlined above, will be approved if sub-
mitted in approvable status within a reasonable period of time. How-
ever, notice is hereby given that the right is reserved to deny approval
of any executed agreement submitted which in our opinion, does not have
the Full commitment of sufficient lands to afford effective control of
operations in the unit area.

When the executed agreement is transmitted to Roswell, New Mexico for
the Supervisor's approval, include the latest status of all acreage. In
preparation of Exhibits "A" and "B", follow closely the format of the
sample exhibits attached to the ]968 reprint of the aforementioned form.

Inasmuch as this agreement involves State lands we are sending a

copy of the letter to the Commissioner of Public Lands. Please
contact the State of New Mexico before soliciting joinders regardless
of prior contacts or clearance from the State.

Sincerely yours,

) //’;

-
r

G s o

Regional "Conservation Manager

For the Director

Enclosure
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Exhibit 3
Cese G/oa

: ?. C. BOX 148
COMMISSIONER December 12, 1377 SANTA FE, NEW MEXICO 87501

TransOccan 0fl, Inc,
© 1700 Fivge C“'- Rase

Ay e

=g
1111 Fannin-Houston, Texas 77002

Re: Proposed Quemado Unit
Catron County, New Mexico

ATTIENTION: Mr. J. B, Stanley
Gentlenen:

We have reviewed the unexecuted copy of unit agreement, which
you submitted with your letter of December 7, 1977, for the proposed
Quemado Unit, Catron County, lew Mexico. The form of agreement meets
the requirements of the Commissioner of Public lands, therefore, your
azreement hes been approved as to form and content.

Our letter of November 1, 1977, stated the requirements by this
office for final approval of the umit. '

Very truly yours,

PﬁIL R. LUCERO

ONER OF PUBLIC LANDS
. BY:s

RAY D, G HAM, Ditec:or
0il and Gas Division
PRL/RDG/s

e
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PHIL R. LUCERO November 1, 1977 P. O. BOX 1148
COMMISSIONER . SANTA FE, NEW MEXICO 87501

TransOcean 0Oil, Inc.

1700 First City East Building
1111 Fannin

Rouston, Texas 77002

Re: Proposed Quemado Unit
Catron County, New M=xico

ATTENTION: Mx. C. R. Chur-h
Gentleman:

The Commissioner of Public Lands has this date designated the
Quemado Unit Area as a logical unit area., We concur with the US3S
that the unit agreem2nt submitted for the area designated should.
provide for a well to test the Yeso Formation or to a depth of 5,000
feet. ' »

Please submit a copy of the form of unit agreement you will use,
containing all the requiremznts of the Commissionar of Public Lands.

When wa receive the form of agreement we will then give you approval
as to form and content.

Ou your Exhibit "B, Tract 24, your description is shown as W/2NE/4
of Section 30 and should read the S/2NtE/4, under Fee Tract No. 31 you
show the E/2NE/4 and should read N/2NE/4 of Section 30.

When filing your unit for final approval, the following are raquired
by this office,.

1, Application for final approval stating Tracts committed and
Tracts not comnitted, ‘

2. Two exccuted copies of Unit Agrecmznt- one must ba an original.
3. One executed copy of Oparating Agreement,
4, Two sets of Exhibits "A" and "B",

5. Two copies of all ratifications from Lesseces of Record and
Working Interst Owners,

6. Order of the New Mexico 01l Conservation Commission.




TransOcean 0il, Inc,
November 1, 1977
Page 2,

7. Tne filing fee in the azmount of ($530.03) bollars.

1f we may be of further assistance to you, please advise.

Very truly yours,
PHIL R, LUCERO

COMMISSIONER OF PUBIZIC LANDS
BY: gzz'zQ
= & >

H ‘ . RAY D, Director
: 0il and Gas Division

PRL/RD3/s
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15
16
17
18
19
20
21
22

23

26
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UNIT AGREEMENT Case Grox
FOR THE DEVELOPMENT AND OPERATION
OF THE
QUEMADO UNIT AREA
COUNTY OF CATRON

STATE OF NEW MEXICO

NO.

THIS AGREEMENT, entered into as of the 25th day of October," 1977
by and betwéen the parties subscﬂbing, ratifyirg, or consenting hereto,
and herein referred to as the "parties hex;eto,"
WITNESSETH: .

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

WHEREAS the Mineral Leasing Act of February 25, 1920, 41 état. 437,
as amended, 30 U. S. C. Secs. 181 et seq., authorizes Feﬁeral lessees and
their reprgsentatives to unite with each other, or jointly or separately
with others, in collectively adopting and operating a cooperaﬁ:lve or unit
plan of development or operation of any o0il or gas pool, field, or like
area, or any part thereof for the purpose of more pxoperly conserving the

natural resources thereof whenever determined and certified by the

Secretary of the Interior to be necessary or advisable in the public

interest; and

WHEREAS, the Commissioner of Public lLands of the State of New Mexico

is authorized by an Act of the Legislature (Sec. 7-11-39 N.M. Statutes
1953 Amnotated) to consent to or approve this agreement on behalf of I:he'.
State of New Mexico, insofar as it covers and includes lands and minera1.
interests of the State of New Mexico; and

WHEREAS, the Oil Conservation Commission of the State of New Mexico
is authorized by an Act of the Legislature (Chapf:er 72, I.aws of 1935, as
amended by Chapter 193, Laws of 1937, Chapter 166, Laws of 1941, and
Chapter 168, Laws of 1949) to approve this agreement and the couservation
provicicones heracf; 2nd

WHEREAS the parties hereto hold sufficieat interests in the Quem&o

Unit Area covering the land hereinafter described to give reasonably

2
3
4
S
6




1 effective control of operations therein; and

1
2 WHEREAS, it is the purpose of the parties hereto to conserve natural 2
3 resources, prevent waste, and secure other benefits obtainable through 3
4 development and operation of the area subject to this agreement under the &
S terms, conditions, and limitaticns herein set forth; s
6 NOW, THEREFORE, in consideration ¢f the premises and the promises [
7 Therein contained, the parties hereto commit to this agreement their 7
8 respective interests in the below-defined unit area, and agree severzlly 8
9 among themselves as follows: _ 9
10 1. ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of 10

11 February 25, 1920, as amended, s‘upra, and all valid pertinent regulations, 1%
12 including operating and unit plan regulations, heretofore issued thereunder 32 ;
13 or valid, pertinent, and reasonable regulatious hereafter issued thereunder 13
14 are accepted and made a part of this agreement as to Federal lands, pro- 14
15 Vvided such regulations are not inconsistent with the terms of this agree~ 15
16 ment; and as to State of New Mexico lands, the oil and gas operating 4 16
17 regulations in effect as of the effective date hereof governing drilling 17

18 and producing operations, not inconsistent with the ‘terms hereof or the 18 ;

19 laws of the State of New Mexico are hereby aécepted and made a part of this 19

20 agreement. : ) 20 i
21 2. UNIT AREA. The area specified on the map attached .heret:o marked 21 %
22 Exhibir A is hersby designated and wecognized as eoﬁstitui:ing tae unit 22 g
23 area, containing 33,844.04acres, more or less. 23 i
24 Exhibit A shows, in addition to the boundary of.the unit area, the 24 ;
25 boundaries and identity of tracts and leases in said area to the extent : 25 ‘
26 known to the Bnit Operator. Exhibit B attached hereto is a schedule 26

27 showing to the extent known to the Unit Operator the acreage, percentage, 27

. .
T AR O LU

28 and kind of ownership of o0il and gas interests in all land in the uait 28
29 area. However, nothing herein or in said schedule or map shall be con- 29

30 strued as a.representation by any party hereto as to the ownership of any 30

31 interest other than such interest or interests as are shown in said map or 31

32 schedule as owned by such party. Exhibits A and B shall be revised by the 32

L , . %

33 Unit Operator whenever changes in the unit area render such revision 33 ;

':

3¢ necessary, or when requested by the 0il and Gas Supervisor, hereinafter 35
35 referred to as "Supervisor", or whea requested by the Commissioner of as




10
11
12
13

14

Public Lands of the State of New Mexico, hereinafter referred to as "Laad 1
Commissioner", and not less than five (5) copies of the revised exhibits 2
shall be filed with the Supervisor, and two (2) copies thereof shall te 3
filed with the Land Commissioner and one (1) copy with The New Mexico 0il 4
Conservation Commission, hereinafter referred to as "Conservation 5
Comnmission." 6

The above-described unit area shall when practicable be expanded to 7
include therein any addisional lands or shall be coatracted to exclude lands §
whenever such expansion or contraction is deemed tc be necessary or advis- ¢
able to conform with the purposes of this agreement. Such expansion or 10

contraction shall be effected in the following manner: 11

‘ (a) Unit Operator, on its own motion or on demand of the Df.reccor of 12
the Geological Survey, hereinafter referred to as "Director,” after pre- 13
liminary concurrence by the Director, or on demand of the Land Commissioner 14
but only after preliminary concurrence by the Director and the Land 15
Commissiouner, shall prepare a notice of proposed expansion or contractioﬁ 16
describing the contemplated changes in the boundaries of the unit area, 17
the reasons therefor, and the proposed effective daée thergof ’ pfeferably 18
the first day of a month subsequent to the date 6f notice, .19

(b) Said notice shall be delivered to the Supervisor, the Land 20

Commissioner and the Conservation Commission, and copies theréo‘f mailed 21
te the last kpewn address of cach working interest owner, lessee, and 22
lessor whose interests are affected, advising that thirty (30) days will 23
be allowed for submission .to the Unit Operator of any obiections. : 24

(c) Upon expiration of the thirty (30) day petiod provided i.n the 25

. preceding item (b) hereof Unit Operator shall file w:lth the Supex:visor, 26

Land Commissioner and Conservation Commission evidence of mailing of the 27
notice of expansion or contraction and a copy of any objections thereto 28
which have been filed with the Unit Operator, together with an application 29
in sufficient nvmber, for approval of such expamsion or contraction and 30
with appropriate ioinders. 31

(d) After due consideration of alil pertinent information, the expan~- 32
sion or contraction shall, upon approval of the Supervisor, the Land 33
Commissioner and Conservation Commission, become effective as of the date 134

prescribed in the notice thereof. : 35
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{e) All legal subdivisions of lands (i.e., 40 acres by Government 4
survey or its nearest lot or tract equivalent; in instances of irregular
surveys unusually large lots or tracts shall be coasidered in multiples of
forty (40) acres or the nearest aliquot equivaleant thereof), no parts of

which are entitled to be in a participating area on or before the fifth

2
3
4
5
amiversary of the effective date of the first initial participating area 6
established under this unit agreement, shall be eliminated automatically 7
from this agreemiu:, effective as of said fifth anniversary, and such lands §
shall no longer be a part of the unit area and shall ro lo:;ger be sﬁbject to ¢
this agreement, unless diligent drilling operations are in progress on umi- j¢
tized lands not entitled to participation on said fifth anniversary, in 11
which event all such lands shall remain subject hereto for so long as suck 32
drilling operations are continued diligently with not more than ninety (90) 13
days' time elapsing between the completion of one such well and the commence—14

ment of the next such well. All legal subdivisions of lands not entitled to 1_5
be in a participating area within ten (10) years after the effective date of 34
the first initial participating area approved under this agreement shall be 17
automatically eliminated from this agreement as of s;aid tenth ;nnivers'ary. 18
All lands proved productive by diligent drilling operations after the. : 19
aforesaid five-~year period shall l;ecome participating in the same manner 20
as during sald five-year period. However, when such diligent dr;ll:l.ng 21

operations cease, all noaparticipating lands shall be automatically

eliminated effective as of the ninety-first (91st) day thereafter. The 23

Unit Operator shall within ninety (90) days after the efﬁective date of any 24§
elimination hereunder, describe the aréa so eliminated to the satisfa;:tion 25
of the Supervisor and the Land Commissioner and promptly notify all parties 94
in interest. : : v 27

If conditions warrant extension of the ten-year periocd specified in 28
this subsection 2(e), a single extension of not to exceed two (2) years 29
may be accomplished by consent of the owners of ninety (90) percent of the 19
working interests in the current nonparticipating unitized lands and the 31
ovners of sizxty (60) percent of the basic royalty interests (exclusive of 32
the basic royalty interests of the United Statés) in nonparticipating 33

unitized lands with approval of the Director and the Laad Commissioner, 35

provided such extension application is submitted to the Director aad the 35
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Land Commissioner not 1aﬁer than sixty (60) days prior to the expiration of |
said ten-year period. 2

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

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

agreement shall constitute land referred to herein as "unitized land" or> -7
"land subject to this agreement."™ All oil and gas in any and all formations 8
of the unitized land are unitized under the terms of this agreement and 9
herein are called "unitized substances." . 1d

4. UNIT OPERATOR. TransOcean Oil, Inc. is hereby designated as Untt 11

Operator and by signature hereto as Unit Operator agrees and conseats to 12

accept. the duties and obligétions of Unit Operator for the discovery, 13
development, and production of unitized substances as herein provided. 14
Whenever reference is made herein to t_he Unit Operator, sucfx refei'ence 15
means the Unit Operator acting in that capacity and not as an owner of 16

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

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

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Opégator shall have 20
the right to resign at any time prior to the establishmenﬁ of a partici- 21
pating area or areas hereunder, but such resignation shall not becmne . 22
effective so as to release Unif: Operator from the duties and oﬁli;gations of 23
Unit Operator and terminate Unit Operator’s rights as such for a period of 24
six (6) months after notice of inteation to msi;n has been served by | 25
Unit Operatof on all working interest owners, the Supex;vi.sor, the Land 26
Commissioner and Conservation Commission, and until all wells then drilled 37

hefeunder are placed in a satisfactory condition for suspension or aban- 2g

donment whichever is required by the Supervisor as to Fedéral lands and by 29
the. Conservation Commission as to State lands unless a new Unit Operator 30
shall have been selected and approved and shall have taken over and assumed 31
the duties aand obligations of Unit Operator prior to the expiration of said 32
period. ) . 33

Unit Operator shall have the right to resigﬁ in like manner and subject34

to like limitations as above provided at any time a participating area 35
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established hereunder is in existence, but, in all instances of resignation
or removal, uatil a successor Unit Operator is selected and approved as

hereinafter provided, the working faterest oimers shall be joiatly respousi-

1
2
3

ble for performance of the duties of Unit Operatcr, and shall not later than §

thirty (30) days befqre such resignation or removal becomes effective appoint5

a common agent to vepresent them in any action te be taken hereuander.

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

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

percentage vote of the owners of working interests as herein provided for

the selecrion of a new>Unit Operator. Such removal shall be effectivg
upon notice thereof to the Supervisor and the Land Commissioner.

The resignation or removal of Unit Operator under this agreement
shall not terminate its right, title, or interest as the owner of a working
Interest or other interest in unitized substances, but upon the resignatiom .
or rewoval of Unit Operator beconiﬁz effective, ﬁuch-Unit Dpeé;tor shall
deliver possession of all wells, equipment, materials, and appurtenances
used in conducting the unit operations to the new duly qualified successor

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

]
p
)
}

elected, to be used for the puipose of conducting unir cpsratica

unie 5 RerSunds
Nothing herein shall be construed as authorizing removal of any material,
equipment and appurtenances needed for the preservatioﬁ of any wells;.

6. -SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tendsr
his or its resignation as Unit Operator or shall be removed as hereinabove
provided, or a change of Unit Operator is negotiated by working 1nterest‘
owners, the owners of the working interests in the participating area or
areas according to their respective acreage interests in such participating
area or areas; or, until a participating area shall have been established,
the owners of the working interests according to their respective acreage

interests in all unitized land, shall by majority vote select a successor

Unit Operator: Provided, That, if a majority but less than seventy-five
{75) percent of the working interests qualified to vote are owned by omne

party to this agreement, a concurring vote of one or more additiomal

6
7
8
9

20
a
22
23
2 |
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. provided, the Director and the Land Commissioner, at their election may

working interest owners shall be required to select a new operator. Such 1

selection shall not become effective until: 2

(a) A Uait Operator so selected shall accept in writing the duties and 3

responsibilities of Unit Operator, and &
(b) The selection shall have been approved by the Supervisor.

If no successor Unit Operator is selected and qualified as herein

declare this unit agreement terminated.

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

0 0 N O W

Operator is not the sole owner of working interests, costs and expenses 1C
incurred by Unit Operator in conducting unit operations hereunder shall be 11
paid and apportioned among and borme by the owners of working ﬁtems.ts, allil2
in accordance with the agreement or agreements entered into by and between 13
the Unit Operator and the owners of working interests, whether one or more, 14
separately or collectively. Any agreement or agreemeunts eantered into 15
between the working interest owners and the Unit Operator as provided in 16
this section, whether one or more, are herein referred to as the "unit 17

operating agreement." Such unit operating agreement shall also provide the 18

manner in which the working interest owners shall be entitled to receive 194

their respective proportionate and allocated share of the benefits accruing 20
hereto in conformity with their underlying operating agreements, leases or 21
other independent contracts, and such other rights and obligations as 22
between Unit Operator and the working interest ouwmers as may be agreed upon 23
by Unit Operator and the working interest owners; however, no such unit 24
operating agreement shall be deemed either to modify any of the terms and 25

conditions of this unit agreement or to ra2lieve the Unit Operator of any 26

right or obligation established under this unit agrzement. and in case of 27

any inconsistency or conflict between this unit agreement and the unit 28

operating agreement, this unit agreement shall govern. Three (3) true 29

copies of any unit operaiing agreement executed pursuant to this section ' 39

should be filed with the Supervisor and one (1) true copy with the Land 31
Commissioner, prior to approval of this unit agréement. 32

8. RICHTS AND OBLIGATIONS OF UNLIT OPERATOR. Except as otherwise 13
specifically provided herein, the exclusive right, privilege, and duty of 34

exercising any and all rights of the parties hereto which are necessary or 35
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coavenient for prospecting for, producing, storimg, allocating, and distri- 1
buting the unitized substances are hereby delegated to and shall be 2
emercised by the Unit Operator as herein provided. Acceptable evidence of 3
title to said rights shall be deposited with said Unit Operator and, &
together with this agreement, shall constitute and define the rights, privi- 5
leges, and obligatious of Unit Operator. Nothing herein, however, shall be ¢
construed to transfer title to any land or to any lease or operating 7
agreement, it being understood that under this agreement the Unit Operator, 8
in its capacity as Uanit Operator, shall exercise the rights of possessioa 9

and use vested in the parties hereto only for the purposes herein specif:l.ed. 10

*
cl
[-4
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P
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COVEKY. Within six (6) monthg after the effective -}]

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

at a location approved by the Superviser if on Federal land, or by the 13

Land Commisgsioner if on State Land, or by the Conservation Commiscion if on 1§

privately owned land, unless on such effective date a well is being drilled 15

conformably with the terms hereof, and thereafter continue such drilling 16
diligently until the Yeso formation has been té:;d . 17
or until at a lesser depth unitized substances sh.ali be discovered which 18
can be produced in paying quantities (to wit: quantities sufficient to 19
repay the costs of drilling, completing, and bfoducing operations, with a 20
reasonable profit) or the Unit Operator shall at any time establish to the 21

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

»if on State land, or of the Conservation Commission if on privately owned 23

land, that further drilling of said well would be unwarranted or impracti~ -2:,
cable, provided however, that Jnit Operator shall not in any eveat be 25
required to drill said well to;',depth in excess of 5,000 feet. Until the 3¢
discovery of a deposit of unitiéed substances capable of being produced in 27
paying quantities, the Unit Operatorv shall continue drilling one well at a 28

time, allowing not more than six (6) :oaths between the completion of one 29

well and the beginning ol the next wel', until a well czpable of producing 3g - .

unitized substances in paying quantities is completed to the satisfaction 33

[/}

A Statr a9
on afafte 32

of said Supervisor if on Federal land, of the Laad Commissioner

Land, or of the Conservation Commission if on privately owned land, or untiljj
it is reasonably proved that the unitized land is incapable of producing 34

unitized substances in paying quantities in the formatioas drilled here— 35
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under. Nothing in this section shall be deemed to limit the right of the L
Unit Operator to resignas provided in Section 5, hereof, or as requiring 2
Unit Operator to commence or continue any drilling during the period peading 3
such resignation beconming effective in order to comply with the requirements ‘4
of this section. Thg Supervisor may modify the drilling requiremeats of s

this section by granting reasonable extensions of time when, in his opinioa ¢
such action is warranted. 7

Upon failure to commence any well provided for in this section within 8
the time allowed, including aany éxteasion ‘of time granted by :he Sui:ervisor, 9
this agreement will aﬁtonatically terminate; upon failure to continﬁe .. 10
drxilling diligently any well commenced hereunder, the Supervisor and the 11
Land Commissioner may, after fifteen (15) days notice to the Unit Operator, 12
declare this unit agreement terminated. ' 13

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within six (6) months j4
after completion of a well capable of producing unitized substances fmn 15
paying quantities, the Unit Cperator shall submit fbr the approval of the 1§
Supervisor and the Land Commissicner an acceptable plan of development and 17
operation for the unitized land which, when approved by the Supervisor and 18
the Land Commissioner, shall coanstitute the further ‘drilling and operating 19
obligatione; of the Unit Operator under this agreement for the »per:lod 20
specified therein. Thereafter, from timg to time before the expiration of 2]

any existing plan, the Unit Operator shall submit for the approval of tha 22

Supervisor and the Land Commissioner a plan for an additional specified 23
period for the development and operation of the unitized land. 24
Any plan submitted pursuant to this sectiom shall pr_ovide for the 25

exploration of the unitized area and for the diligent drilling necessary 26
for determination of the area or areas thereof capable of producing 27
unitized substances in paying quantities in each and every productive 28
formarion and shall be as complete and adequate as the Supervisor and the 29

Land Commissioner may determine to be necessary for timely development and 30

proper conservation of the oil and gas rescurces of the wmitized area and 31

shall: ' : 32
(2) Specify the number and locations of any wells to be drilled 33
and the proposed order and time for such drilling; and 34

(b) o the exteat practicable specify the operating practices regarded3s
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as necessary and advisable for proper conservation of natural resources. 1
Separate plans may be submitted for separate productive zones, subject to 2
the approval of the Supervisor and éhe Land Commissioner. 3

Plans shall be modified or supplemented when necessary to meet changed §
conditions or to protect the interests of all parties to this agreemén:. 5
Reasonable diligence shall be exercised in complying ﬁith the obligations of §
the approved plan of developmknt. The Supervisor and the Land Commissioner 7
are authorized to grant a reasonable extension of the six-month period 8
herein prescribed for submission of an initial plan of development where o
such action'is justified bécause of unusual coaditions or circumstances. 10

After completion hereunder of a well capable of producing any unitized sub- |1

stance in paying quantities, no further wells, except such as nay’be 12
necessary to afford protection against operations not under this agreement 13
and such as may be specifically approved by the Supervisor and the Land 14

Commissioner, shall be drilled except in accordance with a plan of develop- 15

ment aporoved as herein provided. 16

11, PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable 17

of producing unitized substances in paying quantities or as soon thereafter 18

as required by the Supervisor and the Land Commissioner, the UGnit Operator 19
shall submit for approval by the Supervisor and the Land Commissioner a 20

schedule, based cn subdivisions of the public-land survey or'aliquot parts 2}

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

effective as of the date of completion of such well or the effective date of2s

this unit agreement, whichever is later. The acreages of both Federal and 24

non-Federal lands shall be based upon appropriate computations from the 27
courses and distances shown on the last approved public—laﬁd survey as of 23
the effective date of each initial participating area. Saild schedule shall 29
also set forth the percentage of unitized substances to be allocated as 30
herein provided to each tract in the participating area so established, 31
and shall govern the allocation of production commencing with the effective 32
date of the participating area. A sepzrate participating area shall be 33
established for each separate pool or deposit of unitized sgbstances or for 34

any group thereof which is produced as z single pool or zone, and any two 35

-~10-
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or more participating areas so established may be combined into one, on | 1
approva: of the Supervisor and the Land Commissioner. When production from 2
two or more participating areas, so established, is subsequeatly found to be 3
from a common pool or deposit said participating areas shall be combined 4
into one effective as of such appropriate date as may be approved or pre- S
scribed by the Supervisor and the Land Commissioner. The participating 6
area or areas 8o established shall be revised from time to time, subject | 7
to like approval, to include additional land then regarded as reasonably 8
proved to be productive in paying quantities or necessary for unit ’ | 9
operations, or to exclude land then regarded as reasonably proved not to be 10
productive in paying quantities and the schedule of allocation percentages 313
shall be revised accordingly. The effective date cf any revision shall be 12

the first of the month in which is cbtained the knowledge or informatiocu on 13

which such revision is predicated, provided, however, that a more appro- 14

priate effective date may be used if justified by the Unit Operator and 1S
approved by the Supervisor and the Land Commissioner. No land shall be 16
excluded from a participating area on account of depletion of the unitized 17
suybstances, except that any participating area estaBlished under the pro- 18
visions of this unit agreement shall terminate automatically whenéver all 39
completion in the formation on which the participating area is based are 20
abandoned. ) | . 2

It is the intent of this section thac a participating area shall 22
represent the area known or reasonably estimated to be productive in paying 23
quantities; but, regardless of any revision of the participating area, 24
nothing herein coﬁtained shall be construed as requiring any retroactive 25

adjustment for production obtained prior to the effective date of the

revision of the participating area. . 27
In the absence of agreement at any time between the Unit Opérgtot and 92g
the Supervisor and the Land Commissioner as to the proper definition or 29
redefinition of a participating area, or until a participating area has, 30
or areas have, been established as provided herein, the portion of all 31
payments affected thereby shall be impounded in a manner mutually accept— 32
able to the owners of working interests and the Supervisor and the Land 33
Commissioner. Royalties due the United States and the State of New Mexico 34

shall be determined by the Supervisor and the Land Commissioner, respec- 35
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tively, and the amount thereof shall be deposited, as directed by the 1
Supervisor and the Land Commissioner, to be held as unearned monies until
a participating area is finally approved and thea applied as earned or

returned in accordance with a determination of the sums due as Federal

royalty and State of New Mexico royalty, respectively, on the basis of such

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

2
3
4
5
approved participating area. $
7
as to wells drilled on Federal land and the Land Commissioner as to wells 8

9

drilled on State land and of the'COnservation Commission as to wells drilled

on privately owned land, that a well drilled under this agreement is not 10

capable of production in paying quantities and inclusion of the land on 11
which it is situated in a participating area is udwarranted,.prodnction.' 12
from such well shall, for the purposes of settlement among all parties 13

other than working interest owners, be allocated to the land on which the 14
well is located unless such land is already within the participating area 15

established for the pool or deposit from which such production is obtained. 16

Settlement for working interest benefits from such a well shall be made as 17
provided in the unit operating agfeement. ) 18
12, ALLOCATION OF PRODUCTION. All unitized substances produced from j9
each participating area established under this agreement, except any part 20
therébf used in conformity with good operating practices within the unitizedy;
area for driliing, operating. camp and other production or develcpment 22
purposes, for repressuring or recycling in accordance with a plan of devel- 23
opment approved by the Supervisor, the Land Commissioner and the 24
Conservation Commission, or unavoidably lost, shall be deemed to be pPro- 25
duced equaily on an acreagé basis from the several trécts of unitized land 3¢
of the participating area established for such production and, for the 27

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

such tract of unitized land shall have allocated to it such percentage of 99

said production as the number of acres of such tract included in said 30
participating area bears to the total acres of unitized land in said kY1
participating area, excepot that allocation of production hereunder for 32

purposes other than for settlement of the royalty, overriding royalty, or 33
payment out of production obligationz of the respective working interest 34

owners, shall be on the basis prescribed in the unit operating agreement
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whether in conformity with the basis of allocation 'herein set forth or | §
otherwise., It is hereby agreed that production of un’ized substances from 2
a participating area shall be allocated as provided herein regardless of 3
whether any wells are drilled on any particular part or tract of said part- 4§
icipating area. If any gas produced from one participating area is used for §
repressuring or recycling purposes in another participating area, the first ¢
gas withdrawn from such last-wentioned participating area for sale during 7
the life of this agreement shall be considered to be the gas so transferred §
until an amount equal to that transferred shall be so produced for Qale and 9
such gas shall be allocated to the participating area from which initially 30
produced as such area was last defined at the time of such final production.j}
13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR FORMATIONS. 12

Any party hereto owning or controlling the workiné interest in any unitized 13
land having thereon a regular well location may with the approval of the 15
Supervisor as to Federal land, the Laz:xd Comnissioner as to State land, and 5§
the Conservation Commission as to privately owmed iand, at such party's soleig
risk, costs, and expense, drill a well to test any fomatiqn for which a 17
participating area has not been established or to test any formation for 13
which a participating area has been established if:such location is not 19
within said participating area, unless within ninety (90) days of receipt 20
of notice from said party of his intentio-n to drill the well the Unit 21
Operator elects and commences to drill such a well in like manner as other 22
wells are drilied by the Unit Operator under this agreement. 23
If any well drilled as aforesaid by a workiﬁg iﬁterest owner results 24

in production such that the land upon which it is situvated may properly be 55
included in a participating area, such participating area shall be estab- 2¢
lished or enlarged as provided in this agreement 2nd the well sixa.il there- 337
after be operated by the Unit Operator in accordance with the terms of this ;g
agreement and the unit operating agiccment. 29
If any well drilled as aforesaid by a working interest owmer obtains 30
produét’ioa in quaﬁtities insufficient to justify the inclusion of the land g3
upon which such well is situated in a participai:ing area, such well mayv bhe 132
operated and produced by the party drilling the same subject to the 33
consarvation requirements of this agreement. The royalties ‘iu amount or 34

value of produclion from any such well shall be paid as specified in the 35
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underlying lease and agreements affected.
14. ROYALTY SETTLEMENT. The United States, the State of New Mexico,
and any royalty owner who, is entitied to take in kind & share of the

1
2
3
substances now unitized hereunder shall hereafter be entitled to the right &
to take in. kind its share of the unitized substances, and Unit Operator, or $§

6

the working interest cwmer in case of the operation of a well by a warking

interest owmer as herein provided for in special cases, shall make delivertes?
of such royalty share taken in kind in couformity with the applicable 8
contracts, laws, and regulations. Settleceat for royalty interest not taken 9
in kind shall be made by working Interest owners responsible therefor under 10
existing contracts, laws and. regulations, or by the Unit Operator oa or 11'.
before the last day of each month for unitized substances produced during 312
the preceding calendar month; provided, however, that nothing herein con- ;3 '
taiﬁed shall operate to relieve the lessees of any land from their respec~ 14

tive Alease obligations for the payment of any royalties due under their is

leases. _ 18

Lf gas obtained from lands not subject to this agreement is tntroduced 17
into any participating area hereunder, for use In repressuring, stimulation 18
of production, or increasing ultimate recovery, in conformity with a plan ofl9
operations approved by the Supervisor, the Land Commissioner and the 20
Conservation Commission, a like amount of gas, after settlement as herein 21
provided for any gas trangsferred from any other participating area and 22
with appropriate deduction for loss from any cause, may be withdrawn from 23
the formation into which the gas is introduced, royalty free as to dry gas, 24
but not as to any products which may be extracted therefrom; provided that 25
such withdrawal shall be at such time as may be provided in the approved 26
plan of operations or as may otherwise be consented to by the Supervisor, 27

the Land Commissioner and the Conservation Coumission as conforming to 28

of withdrawal shall termiunate on the ternmination of this unit agreement. 30

Royalty due the United States shall be computed as provided in the 31
operating regulations and paid in value or delivered in kind as to all 32
unitized substances on the basis of the amounts thereof allocated to : 13
unitized Federal land as provided herein at the rates specified in the 34
respective Federal leases, or at such lower rate or rates as may be | 15

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

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

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

15. RENTAL SETTLEMENT. Rental or minimum royalties due on leases

B‘GQNOMFMNN

conmitted hereto shall be paid by working interest owners responsible there- 31

for under existing contracts, laws, and regulations, provided that notﬁing
herein contained shall operate to relieve the lessees of any land from thefr
respective lease obligations for the payuent of any reatal or minimum

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

United States subject to this agreement shall be paid at the rate speciffied
in the respective leases from the United States unless such rental ’or"-ini-
mum royalty is waived, suspended, or reduced by lasr or by apprbval of fhe
Secretary or his duly authorized representative,

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

With respect to any lease on non-Federal land containing provisicus
which would terminate such lease unlegs drilling operations are commenced
upon the land covered thereby within the time therein sgecified or rentals
paid for thg privilege of dafarrine such drilling operatioms, the rentals
requized theféby shall, notwithstanding any other provisions of this agree~

ment, be deemed to accrue and become payable during the term thereof as

extended by this agreement and until the required drilling operations are

12
13
14
15
16
17

18

19

27
23

coumenced upon the land covered thereby or until some portion of such land 1529

included within a participating area.

16. CONSERVATION. Operations hereunder and productioca of umiiized
substances shall be conducted to provide for the most economical and effi-
cient recovery of said substances wirhout waate ae dofinad by or pursuwant
to State or Federal law or regulation.

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

30

31

32
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Supervisor and Land Commissioner deem appropriate and adequate to prevent 1
drainage of unitized substances from unitized land by wells on land not
subject to this agreement,

2
3
18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, condi- &
tions, and provisions of all leases, subleases, and other contracts relating $

5

to exploration, drilling, development, or operation for oil or ﬁas on lands

committed to this agreement are hereby expressly'mdified and amended to the 7
extent necessary to make the same conform tc the provisions hereof, but o
otherwise to remain in full force and effect; and the parties hereto hereby 9
consent that the Secretary as to Federal leases, and the Land Commissioumer jg
as to State leases, éhau and each by his approval hereof, or t;y the approval;;

hereof by his duly authorized representative, does hereby estéblish, alter, 12

change or revoke the drilling, prdducing, rental, miniomum royalty, and 13
royalty requirements of Federal and State leases commifted hereto and the 1§
regulations in respect thereto to confdm said requirements to the provi- LS
sions of this igreement, and, without limiting the generality of the fore- | 16
going, all lea:es, subleases, and contracts are particuhrly mcidifi.ed in 17
accordance with the following: 18
(a) The dev2lopment 2nd operation of lands subject to this agreement }9

under the terms hereoxr snall be deemed full performance of all obligatioas 29
ior developwment and operation wirh respect to each and every separately Zi
owned tract subject to this agreement, regardless of whether there is any 2
development of any particular tract of the unit area. 23
| (b) Drillit.xg and producing operations performad hereunder upon any 2%
tract of unitized lands will be accepted and deemed to be performed upon 25
and for the benefit of each and every tract of unitized land, and no lease ¢
shall be deemed to expire by reason of failure to drill or produce wells 27
situated on the land therein embraced. 28

(c) Suspension of drilling or producing operations on all unitized

3

lands pursuant to direction or consent of the Secretary and the Land 30
Commissioner of their duly authorized representatives shall be decemed to 3t
constitute such suspension pursuant to such direction or consent as to each 32
and every tract of unitized land. A suséansion of drilling or pro&ucing 33
operations limited to specified lands shall be applicable only to such lands.3z

(d) Each lease, sublease or coantract relating to the exploration, 35
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23
24

26
27
28
29

driliing, development or operation for oil or gas of lands other than those I
of the United States committed to this agreement, which, by its terms might
expire prior to the termination of this agreement, is hereby extended beyoad

any such terms so provided therein so that it shall be continuad fa full

2
3
4
force and effect for i_md during the term of this agreemant. 1

(e) Any Federal lease for a fixed term of twenty (20) years or any 6
renewal thereof or any part of such lease which is made subject to this 7
agreement shall continue in force beyond the term provided therein until the 8
termination hereof. Any other Federal lease committed l:;ereto shall continul 9

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

mitted so long as Such lease remains sabjéct hereto, provided that productiomll
is had in paying quantities under this unit agreement priox;' to the expira-. 12
tion date of the term of sucl:; lease, or in the event actual drilling 13
operations are commenced on unitized land, in accordance with the provisiocas 14
of this agreement, prior toc the end of the primary iern of. such lease and 15
are being diligently prosecuted at that time, such lease shall be excénded 16

for two (2) years and so long thereafter as oil or gas is produced in paying 17

quantities in accordance with the provisions of the Mineral Leasing Act 18

Revisions of 1960. ’ 1%
- (£) EBach sublease or contract relating to the operatidit.and develop- 20

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

agreement, which by its terms would expire prior to the time at which the 22
underlying lease, as extended by the immediately preceding paragraph, will 23
expire, is hereby extended beyond any such term so provided therein so that 24
it shail be continued in full force and effect for and during the term of theys.

underlying lease as such term is herein extended. 26

(g) The segregation of any Federal lease committed to this agreement 27
is governed by the following provision in the fourth paragraph of Sec. 17(J) 28

of the Mineral Leasing Act, as amended by the Act of September 2, 1960 : 29
(74 Stat. 781-784): "Any (Federal) lease heretofore or hereafter committed 3g
to any such (unit) plan embracing lands that are in part within and in part 3}
outside of the area covered by any such plan shall be segregated into sep- 12

Avare leases 22 ¢t he

~ - T o I p—}
vV eaie AUl

commiiied asd the lands 6ol Commiiicd as of The 33
effective date of unitization: Provided, however, That any such lease as to

the nonunitized portion shall continue in force and effect for the term
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14

16

17

18
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20

21

23
2

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

)

gation and so long thereafter as oil or gas is produced in paying quantities. 2

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

(h) Any iease, other than a Federal lease, having only a portion of
its lands committed hereto shall be segregated as to the portion coomitted
and the portion not coummitted, and the provisions of such lezse shall apply

separately to such segregated portions commencing as of the effective date

3

4
5
6
7
8
9

hereof. In the event any sach lease provides for a lump-~sum rental payment, 10

such payment shall be prorated between the portions so segregated in pro-
portion to the acreage of the respective tracts.
(1) Any lease embracing lands of the State of New Mexico having only

a portion of its land committed hereto, shall be segrégated as to the

portion committed and the portion not committed, and the provisions of such

lease shall apply separately to such. segregated portions commencing as'of
the effective date hereof; provided, however, notwithstanding any of the
provisions of this agreement to the contract }anyllease ecbracing lands of
the State of New Mexico having only a portion of its lands committed hereto
shal: continuve in full force and effect beyond the term provided therein as
to all lands embraced in such lease, if oil or gas is ﬁsc&emd and is

capable of being produced in paying quantities from somes part ‘of the lands

11
12

13

14
15
16

.17

18
19

embraced in such lease at the expiration of the secondary term of such lease;23

or if, at the eipiration of the secondary term, the lessee 'or the Unit
Operatof .is then engaged in bona fide drilling or rewbri;ing operations on
some part of the lands embraced in such lease, the same, as to all lands
embraced therein, shall remain in full force and effect so long as such

operations are being diligently prosecuted, and if they result in the pro-

24
25
26

27 .

28

duction of oil or gas, said lease shall continue in full force and effect as 29

to all of the lands ewbraced therein, so long thereafter as o0il or gas in

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

30
a1

19. COVEWANTS RUN WITH LAND. The covenants herein shall be constrved 32

_ .
tn he covenante rinning with tha 1and with =» spect o

parties nereto and their successors in interest until this agreement

terminates, and any grant, transfer, or conveyaance, of interest ia land or
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31
32
33
34

35

leases subject hereto shall be and hereby is conditioned upon the assumption 1
of all privileges and obligations hereunder by the grantee, transferse, or 2
other successor in interest, No assignmnt or transfer of any working 3
interest, royalty, or other interest subject hereto shall be binding upon méq
Operator uatil the first day of the calendar month after Unit Operator is s
furnished with the original, photostatic, or certified copy of the instrument ¢
of transfer. i

20, EFFECTIVE DATE AND TERM. This agreement shall beconc. effective 8
upon approval by the Secretary and the Land Commissioner or their duly | 9
authorized representatives and shall terminate five (5) yesrs from said .10
effective date unless, ' _ 11

-{a) Such date of expiration is extended by the Director and the 12
Land Commissioner, or » | 13

(b) It is reasonably determined prior to the expiration of the fixed 14

term or aay extensioa thereof that the unitized land is incapable of pro- 15

duction of unitized substances in paying quantities in the formations tested 16
hereunder and after notice of intention to terminate the agreement on such 17
ground is given by the Unit Operator to all partiés in mteresﬁ at their 18
last known addresses, the agreement is terminated with the aéproval of the 19
Supervisor and Lana Commissioner, or 20

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

accepted on unitized land during said initial term or any excension thereof, 22

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

long as unitized substances can be produced in quantities sufficient to pay 24
for the cost of producing same from wells on unitized land within amy parti- 25

cipating area established hereunder and, should production cease, so long 26

thereafter as diligent operations are in progress for the restoration of 27
production or discovery of new producticn and so long thereafter as unitized 28
substances so discovered can be produced as aforesaid, or - 29

{d) Ir 35 termicated as hereitofore provided im this agicemeni. 30
This agreement may be terminated at any time by pot less than seventy-five 31
(75) per centum, on an aéreage basis, of the working Interest owners 32

signatory herecto, with the approval of the Supervisor and Land Commissioner; 33
notice of any such approval to be given by the Unit Operator to all parties 34

hereto. : 35
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21. RATE OF PROSPECTINC, DEVELOPMENT AND PRODUCTION. The Director is 1
hereby vested with authority to alter or modify from time to time in his 2
discretion the quantity and rate of production under this agreement when such 3

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

conform to any state-wide voluntary conservation or allocation program, which S
is established, recognized, aund generally adhered to by the majority of 6
operators in auch State, such authority being hereby linited to alteration or 7
modification in the public interest, the purpose thereof and the public 8
interest to be.served thera2by to be stated in the order of alteration or mod- 9
ificatio;. Without regard to the foregoing, the Director is also hereby 10
vested with authority to alter or modify from time to time in his discre;ion 11
the rate of prospecting and development and the quantity and rate of pro- 12
duction under this agreement when such alteration or modification is in the }3
interest of attaining the conservation objectives stated in this agreement 14

and is not in violation of any applicable Federal or State law, 15

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

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

than fifteen (15) days from notice. 18

Provided, further, Tha* no such alteration or modification shall be 19
effective as to any land of the State of New Mexlico, as to the rate of 20
prospecting and developing in the absence of the specific writtem approval 2
therecf by the Commissioner and as to any lands of the State of New Mexico 22
or privately owned lands subject to this égreement as to the quantity and 23
rate of producti;n in the absence of specific written approval thereof by ig
the Commission.

22, CONFLICT OF SUPERVISION. Neither the Unit Operator nor the. | 26
working interest owners nor any of them shall be subject to aﬁy forfeiture, 27

termination or expiration of any rights hereunder or under any leaszs cor

&

contracts subject hereto, or to any penalty or liability on account of delay 29
or faiilure in whole or in part to comply with any applicable provision 30

thereof to the extent that the Unit Operator, working interest owners or any 31

of them are hindered, delaved or prevented from complying therewith by 32
reason of fallure of the Unit Operator to obtain in the exercise of due 33
diligence, the concurrence of proper representatives of the United States 34
and proper representatives of the State of New Mexico in and about any 35
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matters or thing concerning which it is required herein that such con- 1
currence be obtained. The parties hereto, including the Couservation 2
Comnission, agree that all powers and authority vested in the Conservation 3
Commission in and by any provisions of this by it pursuant to the provisions §
of the laws of the State of New Mexico and subject in any case to sppeal or $
judiciai review as may now or hereafter be provided by the laws of the State ¢
of New Mexico. | 7

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

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

affected hereby before the Dapartment of the Intericr, ths Commissiocner i0
of Public Lands of the State of New Mexico and the New Mexico 0il 11
Congservation Commission and to appeal from orders issued under the regu- 12
lations of said Department, the Conservation Commfssion or Land 13

Commissioner or to 2pply for relief from asny of said regulations or in any 1&
proceedings relative to operations before the Department of t:fxe Interior, IS5
the Land Commissioner, or Conservation Commission or any other legally 16
constituted authority; provided, however, f.hgt: any other interested party 17
shall also have the right at his own expense to be heard in any such pro- 18
ceeding. 19

24, NOTICES. All notices, demands or statements required hereunder 20
to be given or rendered to the parties hereto shall be deemed fully givean 21
if given in writing and personally delivered to the party or sent by post- 22
paid régist,ered or certified mail, addressed to s;uch party or parties at 23
their respective addresses set forth in connection with ‘the signatures 24
hereto or to the ratification or consent hereof or to-such other address as 5

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

demand or statement. 27

25. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement contained 28

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

ainy legal or coastitutional right or defense as to the wvalidity or invalid- 39

ity of any law of the State wherein said unitized lands are located, or =£. 351

the United States, or regulations issued thereunder in any way affecting 32
such paiiy, vr as a waiver by any such party of any right beyond his or its 13
authority to waive, 14

%

26. UNAVOLDABLE DELAY. All obligations under this agreement requiringsg

i1
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17.

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

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

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

beyond the reasonable control cf the Unit Operator whether similar to matters8
herein enumerated or not., No unit obligation which is suspended under this 9
section shall become due less than thirty (30) days after ir has beemn 10
determined that the suspension is no longer applicable. Determination of 1}
creditable "Unavoidable Delay” time shall be made by the Unit .Operator 12 |
subject to approval of fhe Supervisor and the Land Commissioner. 13

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

28. 10SS OF TITLE. In the event title to any tract of unitized land 18
shall fail and the true owner cannot be induced to join in this wnit 19
agreement, such tract shall be automatically regarded as not committed here—g
to and there shall be such readjustment of future costs and benefits as may 2]

be required on account of the loss of such title. In the event of a disputezy

"as to title as to any royalty, working intarest, or other interests subject 23

thereto, payment or delivery on ac-count thereof may be withheld without 24
1iability for interest until the dispute is finally settled; provided, that,;s
as to Federal and State land or leases, no payments of funds due the 26
Onited States or the State of New Mexico should be wi.thheld, but such funds 27
of the United States shall be deposited as directed by the Supervisor and 28
such funds of the State of New Mexico shall be deposited as directed by the_ 29
Land Commissioner to be held as unearmed noney pending fmal settiement of 30
the title dispute, and then applied as earned or return2d in accordance 31
with such final settlement. ' 32

Unit Uperator as such is relieved froa amy respoasibiiicy ifor aay

defect or failure of any title hereunder.

29. NOW-JOINDER AND SUBSEQUENT JOIXDER. 1If the owner of any sub-
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stantial interest in a tract within the unit area fails or refuses to sub- 1
scribe or consent to this agreement, the owner of the. working intersst in

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

delivered to the Supervisor and the Land Commissioner, and the Unit Operatoer

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

mission of this agreement for final approval may thereafter be comaltted

2
3
4
3
interests in lands within the unit area not committed hereto prior to sub~ ¢
7
hereto by the owner or owners thereof subscribiang or consenting to this 8

9

agreement, and, if the interest is a working interest, by the owner of such

»_ - _

terest aiso subscribing to the unit operating agreement. After operationsig
are commenced hereunder, the right of subsequent joinder, as praovided in 11
this section, by a working interest owner is subject to such requirements 12

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

the unit operating agreement. After final approval hereof, joinder by a 16
non-working interest owner must be counsented to in writing by the working 1S

interest owner committed hereto and responsible for the payment of any 16

benefits that may accrue hereunder in behalf of such nou-working interest. 17~

A non-working interest may not be committed to this unit agreement unless

the corresponding working interest is cormitted herato. Joinder to the

8 6 &

unit agreement by a working-interest owner, at any time, must be accom-

panied by appropriate joinder to the unit operating agreement. if more than

"

1
one committed working-interest owner is involved, in order for the interest 25
to be regarded as committed to this unit agreement. Except as may otherwise23
tar~in be prc;vided , Subsequent joinders to this agreement #hall be effectivels
as of the first day of the month following the filing with the Supervisor, g5
the Land Commissioner and the Conservation Commission of duly executed 26
counterparts of all or any papers necessary to establish effective commit- 27
ment of any tract to this agreement unless objection to such joinder is 28
duly made within sixty (60) days by the Supervisor or Land Connissioﬁer,
ﬁrovided, that as to State lands, ail subsequent joinders must be approvéd 3
by the Land Commissioner. 31

30. COUNTERPARTS. This agreement may be executed in any number of 32
counterparts no one of which needs to be execuﬁed by all parties or may be : 33
ratified or consented to by separate instrument in writing specifically 34

referring hereto and shall be binding upon all those parties who have 15
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executed such a counterpart, ratification, or consent hereto with the same 1
force and effect as if all such parties had signed the same document and 2
regardless of whether or not it is executed by all other parties owning or 3
claiming an interest in the lands within the above-described unit area. &

30. SURRENDER. Nothing in this agreement shall prohibit the exercise 5
by any working interest owner of the right to surrender vested in such party g
by any lease, sublease, or operating agreement as to all or any part of the 7

lands covered thereby, provided that each party who will or might acquire 8

such working interest by such surrender or by forfeiture as héreafter set 9
forth, is bound by the terms of this agreement. ‘ 10

If as a result of any such surrender the working interest rights as .to 11
such lands become vested in any party other than the fee owner of the ' 12
vnitized substances, said party may forfeit such rights and further benofu:su
from operation hereunder as to said land to the party n.zxt:‘ in the chain of ;.
title who shall be and become the owner of such working interest. 18

If as the result of any such surrender or forfeiture working interest 16
rights become vested in the fee owmer of the unitized substances, such 17

owner may:

¢

(1) Accept those working interest rights subject to this agreement 19
ard the unit operating agreemeunt; oi 20

L A

{2} ase the portion of Such land as is inciuded in a participating 2}

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

agreement; or ' 23
(3) Provide for the indepandant oneration of snv nart of guch land

- e
"""""" FESELEEE S5 s == i%

that is not then included withir a participating area established here-

5.
under. ‘ . 26
If the fee owner of the unitized substance does not accept the 27

working iInterest rignts subject to this agreement and the unit operating -28

agreement or lease such lands as above provided within six (6) months after 29

the surrendeied or forieited working interest righis bYecoue vested in the 30
fee owner, the benefits and obligations of operations accruing to such k4
lands under thic agreemant and the unit operating agreement shall be shared 32

by ithe remaining owners of unitized working interests in accordance with

their respective working interest ownersnips, and such owners of working




B . AT P SO PN

0w W N O W N -

N i
& W NN =~ ©

lands by paying sums equal to the réntals, minimym royalties, and royaltjes 1
applicable to such lands under the lease in effect when the lands were 2
unitized. ' -3

An appropriate accounting and settlemeat shall be made for all benefits &
accruing to or payments and expenditures made or incurred on behalf of such $
surrendered or forfeited working interest subsequent to the date of sur- 6
render or forfeiture, and payment of any monies found to be owing by such an 7
accounting shall be made as between the parties within thirty (30) days. 8
In the event no unit operating agreement is in existence and a mutually 9
acceptable agreement be_tween the proper p#rties thereto cannot be consum~-- 10
mated, the Supervisor may prescribe such reasomable and equitable agreement
as he deems warranted under the circumstances. : 12

The eiercise of any right vested in a working interest owner to _ 13
reassign such working interest to the party from whom obtained shall be 16
subject to the same conditions as set forth in this section in regard to 15
the exercise of a right to surrender. : 16

32. TAXES. The wosrking interest owners shall render and pay for 17

their account and the account of the royalty owners all valid taxes on or g

measured by the unitized substances in and under or that may be produced, 19

gathered and sold from the land subject to this contract after the 20

affsctive darta of this agreemant, or upom Che proceeds Or ner proceeds 21
derived therefrom. The working interest owners on each tx;act shall and may 22
charge the proper proportion of said taxes to the royalty owners having 23
interests in séid tract, and may currently retain and deduct sufficient 245
of the unitized substances or derivative products, or net proceeds theféof 25

from the allocated share of each royalty owner to secure reimbursement for 26

the taxes so paid. No such taxes shall be charged to the United States or 27

to the State of New Mexico or to any lessor who has a contract with his 28
lessee which requires the lessee to pay such taxes. - 29
33. NO PARTHRERSHIP. 1t is expressly agreed that thke relation of 30

the parties hereto is that of independent contractors and nothing in this 31

agreenent contained, expressed or implied, nor any operations conducted 12
hereuader, shall create or be deemed to have created a partnership or 33
association between the parties hereto or any of them. 1%

~25-
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IN WITNESS WHEREOF, the parties hereto have caused this agreement to

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

execution.

Date O m &JL \C"]?

By,

UNIT OPERATOR AND
WORKING INTEREST OWNER

TRANSOCEAN OIL, INC.

STATE OF TEXAS )
) ss
COUNTY OF BARRIS )

On this ;'Slbﬂkday of

O Tl

Attornay-in-Fact
1700 First City East Building
Houstoa, Texas 77002

appeared C. R. Church, to me known to be the person who executed the

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

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

GIVEN under my hand and seal this .Slgé day of Q Chlu.\

A.D. '] 19770

My commission expires:

WWWNG

» 1977, before me personally

TN 'k‘\t\ AR

\ \\——’Vk/" YWSAOOA__

is8

>19

Nota *-',' Public
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. &xhibit 18

fase bro2
EXHMIBIT "B"
SCHEDULE SHOWING THE PERCENTAGE AND KIND OF OWNERSHIP OF OIL AND GAS INTERESTS
QUEMADO UNIT AREA ,
CATRON COUNTY, NEW MEXICO
NUMBER SERTAL NUMBER BASIC ROYALTY LESSEE OF RECORD OVERRIDING ROYALTY WORKING INTEREST
TRACT OF AND EXPIRATION AND AND AND AND
NO. DESCRIPTION OF LAND ACRES DATE OF LEASE PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE
FEDERAL LANDS
1 2N-15W, NMPM 2,281.59 NM-22163 United Statee TransOcean (il, Inc. 62.50% Colorado Plateau TransOcean $2.50%
Section 17: All 3-31-85 100% Estate of William G. Helis Geological Services 3% Helis 33.75%
Section 19: W/2E/2 . a partnership 33.75% Harlan C. Altman, Jr., Keller 3.75% .
Section 20: All Keller Oilfield Services Trustee of the Stewart )
Section 29: All Company, Inc. 3.75% Venture Trust dated !
Section 30: Lots 1, 2, 3, E/2NW/4 12-31-74 1% S
|
2 2N-15W, NMPM 1,120.00 NM-22166 United States TransOcean 62.50% : CPGS 3% TransOcean 62.50% ﬁ
Section 21: All 3-31-85 100% Helis 33.75% Harlan C. Altman, Jr., Helis 33.75% a
Section 28: W/2, NE/4 Keller 3.75% Trugtee of the Stewart Keller 3.75%
Venture Trust dated
12-31-74 1%
3 2N-15W, NMPM 639.74 NM-22169 United States TransOcean 62.50% CPGS 3% TirangOcean 62.50%
Section 18: Lots 1,2,3, NW/4SW/4, 3-31-85 100% Helis 33.,75% Harlan C. Altwan, Jr., Helis 33.75%
E/2W/2, E/2 Keller 3.75% Tructee of the Stewart Keller 3.75%
Venture Trust dated
12-31-74 1%
4 2N-17W, NMPM 332.35 NM-22233 United States TransOcean 62.50% CPGS 3% TransOcean 62.50%
Section 29: Lots 9,10,11,12,13, 3-31-85 100% Helis 33.75% Helis 33.75%
14,15,16 Keller wnuua : Keller 3.75%

s e A £ ied e e e e RN pryseopan R B AL, i




NUMBER
OF

DESCRIPTION OF LAND ACRES

SERIAL NUMBER BASIC ROYALTY
AND EXPIRATION
DATE OF LEASE

LESSEE OF RECORD OVERRIDING ROYALTY

PERCENTAGE PERCENTAGE PERCENTAGE

WOFKING INTEREST

AND

FERCENTAGE

2N-17W, NMPM 1,484.89

Section 21:

Section 28:
Section 29:

Lots 1,2,3,4,

8/2, E/2NMW/4, SW/4NW/4
W/2, NE/4, N/2SE/4
Lots 1,2,3,4,5,6,7,8,

2N-17W, NMPM 2,515,16

Se~tion 22:

Section 23:
Section 27:
Section 33:
Section 34:

20-17, NMPH

Section 23:
Section 24:
Section 25:
Scction 26

Section 35:

2N-17W, NMPM
NE/4
N/2

Section 23:
Section 24:

Lots 1,2,3,4,5,6,7,8,
9,10,11,12,13,14,

W/28W/& (All)

Lots 1,2,3

All

NW/4, S/2NE/4, S/2

Lots 1,2, N/2SW/4,NW/4, E/2

2,547.54
Lot 4, SE/4, N/2uW/4,

SE/4NW/4, NE/4SW/4

S/2

All

Lots 1,2,3,4,5,6,

NB/4, SW/4, E/2NW/4

Lots 1,2,3,4,5,6,

N/2NW/4, NE/4, NE/4SE/4G,
S/28W/4

480.00

NM-22234
3-31-85

NM-22235
3-31-85

NM-22236
3-31-85

NM-22240

3-31-85

United States TransOcean

United States TransOcean

United States TransOcean

United States TransOcean

TransOcean 62,50%

Helis
Keller

TransQcean
Helis
Keller

TransOcean
Helis
Keller

TransOcean 62.5Q%

Helis
Keller




NUMBER SERIAL NUMBER BASIC ROYALTY LESSEE OF RECORD OVERRIDING ROYALTY WORKING INTEREST
OF AND EXPIRATION AND AND AND AND
DESCRIPTION OF LAND ACRES DATE OF LEASE PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE |
2N~-16W, NMPM 40.00 NM-22566 United States TransOcean 62,50% CPGS 3% TransOcean 62.50%
Section 29: NW/45W/4 7-31-85 100% Helis 33.752 Ph11iip D. Nickell Helis 33.75%
Keller 3.75% % of 1% Keller 3.75%
10 2N-16W, NMPM 1,920.00  NM- 23687 United States TransOcean 52,50% CPGS 3% TrancOcean 62.50% u
Section 22: All 8-31-85 100% Helis 33.752 Harlan C. Altman, Jr., Hells 33.75% A
Section 23: All Keller 3.75% Trustee of the Stewart Keller 3.75%
Section 25: All . Venture Trust dated
_ 12-31-74 1%
11 2ZN-16W, NMPM 2,000.00 NM-23688 United States TransOcean 62.50% CPGS 3% TransOcean 62,.50%
Section 26: All 8-31~-85 100X Helis 33.75% Harlan C. Altman, Jr., Helis 33.75%
Section 33: W/2NW/4, NW/4SW/4, Keller 3.75% Trustee of the Stewart Keller 3.75%
SE/4SW/4, SW/4SE/4. Venture Trust dated |
W/2NE/4 12-31-74 1% o
Section 34: N/2, N/2SW/4, SE/4SW/4 .
SEction 35: All
12 2N-16W, NMPM 1,208.44 NM-23689 United States TransOcean 62.50% CPGS 3% TransOcean 62.50%
Section 30: Lots 1,2,3,4, W/2E/2, 8-31-85 100% Helis 33.75% Harlan C. Altman, Jr., Helis 33.75%
Ef2W/2, E/2SE/4 Keller 3.75% Trustee of the Stewart Keller 3.75%
Section 31: Lots 1,2,3,4, E/2, Venture Trust dated .
E/2uW/2 12-31-74 1% _
13 2N-16W, NMPM 2,076.96 NM- 23690 United States TransOcean 62.50% CPGS 3% TransOcean 62.50%
Section 18: Lote 1,2,3,4, . 5-31-85 100%Z Helis 33.75% Harlan C. Altman, Jr., Helis 33.75% |
E/2W/2, E/2 (Al}l) Keller 3.75% Truatee of the Stewart Kellerx 3.75% |
Section 19: NE/4NE/4, S/2SEf4, SE/4SW/4 Venture Trust dated
SE/4NM/4, Lots 2,3,4 12-31-74 1%

Section 20: N/2. SE/4
Section 21: All
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NUMBER

SERIAL NUMBER BASIC ROYALTY

LESSEE OF RECORD

OVERRIDING ROYALTY

WORKING INTEREST

OF AND EXPIRATION AND AND AND AND
NO. DESCRIPTION OF LAND ACRES DATE OF LEASE PERCENTAGE FERCENTAGE PERCENTAGE PERCENTAGE
14 2N-16W, NMPM 2,400.00 NM-23698 United States TransOcean 62.50% CPGS 3% TransOcean 62.50%
Section 13: N/2N%/4, NE/4, S/2 5~31-85 1002 Helis 33.752 Harlan C. Altman, Jr., Helis 33.75%
Section 14: W/2, W/2E/2, Keller 3.75% Trustee of the Stewart Keller
RE/4NE/4, SEJ4SE/4 Venture Trust dated
Section 15: All 12-31-74 1%
Section 24: All
15 2N-16W, NMPM 1,280.00 NM-23700 United States TransOcean 62.50% CPGS 3% TransOcean 62.50%
Section 9: All 5-31-85 100% Helis 33.75% Harlan C. Altman, Jr., Helis 33.75%
Section 10: All Keller 3.75% Trustee of the Stewart Keller
Venture Trust dated
12-31-74 1%
16 2N-16W, NMPM 1,915.10 NM-23701 United States TransOcean 62.50% CPGS 3% TransOcean
Section 7: Lots 1,2,3,4, 5-1-85 100% Helis 33.75% Harlan C. Altman, Jr., Helis 33.75%
E/2W/2, E/2 (All) Keller 3.75% Trustee of the Stewart Keller
Section 8: All Venture Trust dated
Section 17: All 12-31-74 1%
17 2N-17W, NMPM 32000 NM-30462 United States TransOcean 62.50% CPGS 3% TransOcean 62.50%
Section 13: NW/4NE/4, NW/4, 3-31-85 100% Helis 33.75% Helis 33.75%
E/2SE/4, SW/4SE/4 Keller 3.75% Keller
18 2N-16W, NMPM 1,120.00 NM-30467 United States TransOcean 62.50% CPGS 3% TransOcean 62.50%
Section 27: All 8-31-85 1002 Helis 33.75% Harlan C. Altman, Jr., Helis
Section 28: S/2NE/4, SE/4SW/4, NE/4SE/4 Keller 3.75% Trustee of the Stewart Keller

Section 29: NE/4NE/4, W/2E/2,
NE/4NW/4, SE/4SE/4
Section 32: NE/4SE/f4

Venture Trust dated
12-31-74 1%

18 FEDERAL TRACTS TOTALING 25,681.77 acres or 75.88% of unit area
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NUMBER SERIAL NUMBER BASIC ROYALTY LESSEE OF RECORD OVERRIDING ROYALTY WORKING INTEREST
TRACT OF AND EXPIRATION AND AND AND AND
NO. DESCRIPTION OF LAND ACRES DATE OF LEASE PERCENTAGE PERCENTAGE PERCENTAGE PERCEN'TAGE
STATE LANDS
19 2N-16W, NMPM 520.00 1G-2102 State of New Mexico TransOcean 21.70% CPGS 3% TransOcean 21.70%
Section 32: N/2, SW/4, NW/4SE/4 8-31-84 100% Helis 33.75% Helis 33.75%
Keller 3.75% Keller 3.752
Gulf 011 Gulf 40.80%
Corporat:ion 40.80%
20 2N-16W, NMPM 1,280.00 LG-2103 State of New Mexico TransOcean 21.70% CPGS 37 TransOcean 21.70%
Section 16: All 8-31-84 100% Helis 33.75% Helis 33.75%
Section 36: All Keller 3.75% Keller 3.75%
Gulf 40.80% Gulf 4).80%
21 2N~-17W, NMPM 40,00 LG-2106 State of New Mexico TransOcean 21.70% CPGS 3% TransOcean 21.70%
Section 13: SE/4SW/4 8-31-84 100% Helis 33.75% Helis 33.75%
Keller 3.75% Keller 3.75%
Gulf 40, 80% Gulf 40,807
22 2N-17W, NMPM 1,280.00 1LG-2108 State of New Mexico TransQOcesn 21.70% CPGS 3% TransOcean 21.70%
Section 32: All 8-31-84 100% Helis 33.75% Helis 33.75%
Section 36: All Keller 3.75% Keller 3.75%
Gulf 40.80% Gulf 40.80%
23 2N-17W, NMPM 120.00 1LG-2880 State of New Mexico TransCcean 21.70% CPGS 3% TransOcean 21.70%
Section 13: N/2SW/4, SW/4SW/4 6-30-85 100% Helis 33.75% Helis 33.75%
Keller 3.75% Keller 3.75%
Gulf 40.80% Gulf 40.80%
24 2N-15W, NMPM 481.89 1LG-4241) State of New Mexico TransOcean 21.70% CPGS 3% TransOcean 2.1.70%
Section 19: Lots 1,2.3,4, E/2W/2 5-31-87 100% Helis 33.75% Helis 33.75%
Section 30: Lot 4, W/2NE/4, NE/4SW/4 Keller 3.75% Keller 3.75%
Gulf 40.80% Gulf 40.80%
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TRACT

NUMBER

SERIAL NUMBER BASIC ROYALTY

LESSEE OF RECORD

OVERRIDING ROYALTY

WORKING INTEREST

OF AND EXPIRATION AND AND AND AND
NO. DESCRIPTION OF LAND ACRES ___ DATE OF LEASE  PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE
25 2N-15W, NMPM 1,280.86 LG-4242 State of New Mexico TransOcean 21.70% CPGS 3% TransOcean 21.70%
Section 31: Lots 1,2,3,4, E/2, 5-31-87 100% Helis 33.75% Helis 33.75%
E/2W/2 Keller 3.75% Keller 3.75%
Section 32: All Gulf 40.80% Gulf 40.80%
7 STATE TRACTS TOTALING 5,002.75 acres or 14.78% of unit area
PATENTED LANDS
26 2N-17W, NMPM 320.00 6170 Herman D. Chevez TransOcean 21.70% CPGS 3% TransOcear: 21.70%
Section 13: SW/4NE/4, NW/4SE/4 7-9-84 and Mary Rose Dehart, Helis 33.75%° Helis 33.75%
Section 21: NW/4NW/4 formerly Mary Rose Keller 3.75% Keller 3.75%
Section 28: S/2SE/4 Chevez 1002 Gulf 40.80% Gulf 40.80%
Section 33: N/2NE/4
Section 35: NW/4SW/4
27 2N~16W, NMPM 560.00 6171 Marvin Ross Eagar ‘TransOcean 21.70% CPGS 3% TrensOcean 21.70
Section 28: N/2N/2, S/2SE/4 6-26-84 and Tenoha Rae Helis 33.75% Helils 33.75%
Section 29: W/2NW/4, SE/4NW/4, Eagar 100% Keller 3.75% Keller 3.75%
E/2SW/ 4, SW/4SW/4 Gulf 40.80% Gulf 40, 80%
Section 30: E/2NE/4
28 2N-16W, NMPM 640.60 6173 Ross A. Eagar TransOcean 21.70% CPGS 3% TransOcear: 21.70%
Section 19: W/2NE/4, SE/4NE/4, 6-26-84 and Ellen J. Eagar Helis 33.75% Helis 33.75%
N/2SE/4, NE/4SW/4 100% Keller 3.75% Keller 3.75%
Section 20: SW/4 Gulf Gulf 40.80%

Section 28: S/2NW/4, NE/4SW/4, NW/4SE/4
Section 33: E/2NE/4

40.80%




WORKING INTEREST

NUMBER SERTAL NUMBER BASIC ROYALTY LESSEE OF RECORD OVERRIDING ROYALTY
TRACT or AND EXPIRATION AND AND : AND AND
0. DESCRIPTION OF LAND ACRES DATE OF LEASE PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE
29 2N-16W, NMPM 16(.00 6921 Evans W. Ferm TransOcean 21.70% CPGS 3% TransOcean 21.70%
Section 28: W/2SW/4 4--9-85 and -Betty Jo Helis 33.75% Helis 33.752%
Section 29: SE/4NE/4, NE/4SE/4 Ferm 1002 Keller 3.75% Keller 3.75%
Gulf 40.802 Gulf 40.80%
30 2N-15W, NMPM 160.00 9435-1 Carolyn C. TransOcean 21,70% CPGS 3% TransOcean 21.70%
Section 19: E/2E/2 8-24-79 Robertson Helis 33.75% Helis 33.75%
50% Keller 3.75% Kellerx 3.75%
Gulf 40.80% Gulf 40.80%
10736~1 Jack M. Amason TransOcean 21.70% CPGS 3% TransOcean 21,70%
4-18-82 and Darlene B. Helis 33.75% Helis 33.75%
Amason Keller 3.75% Keller 3.75%
50% Gulf 40, 80% Gulf 40.80%
31 2N-15W, NMPM 280.00 10736-1 Jack M. Amason TransOcean 21.70% CPGS 3% TransOcean 21.70%
Section 30: E/2NE/4, SE/4 4-18-82 and Darlene B. Helis 33.75% Helis 33.75%
SE/4SW/ 4 Amason Keller 3.75% Keller 3.75%
100% Gulf 40.80% Gulf 40.80%
32 2N-16W, NMPW 319.52 10821 N. G. Baca TransOcean 21.70% CPGS 3% TransOcean 21,70%
Section 13: S/2NW/4 8-31-82 100% Helis 33.7%% Helis 33.75%
Section 14: SE/4NE/4, NE/4SE/4 Keller 3.752% Keller 3.75%
Section 19: Lot 1, NE/4NW/4 Gulf 40.80% Gulf 40.80%
2N-17W, NMPM

Section 13: E/2NE/4
33 2N~-16W, NMPM 120.00 10820 Harold 0. Ward TransOcean 21.7CG% CPGS 3% TransOcean 21,70%
Section 32: S/2SE/4 8-31-82 et al Helis 33.75% Helis 33.75%
Section 33: SW/4SW/4 100% Keller -3.75%. Keller 3.75%
Gulf 40.80% Gulf 40.80%
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NUMBER SERIAL NUMBFR BASIC ROYALTY LESSEE OF RECORD OVERRIDING ROYALTY WORKING INTEREST |

TRACT oF AND EXPIRATION AND AND AND v AND ;
XNO. DESCRIPTION OF LAND ACRES DATE_OF LEASE  PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE )
34 2N~-16W, NMPM 160.00 10823 Joe E. Sedillo TransOcean 21.70% CPGS 3% TransOcean 21.70%
Section 34: SE/4 8-31-82 and Crusita Sedillo Helis 33.75% Helis 33.75%
100% Keller 3.75% Keller 3.75%
Gulf 40.80% Gulf 40, 80%
35 2N=-16W, NMPM 280.00 9-5-82 Wilbur N. Curtis Transdcean 21.70% CPGS 3% TransOcean 21.70%
Section 33: E/2NW/4, NEB/4SW/4, 100% Helis 33.75% ’ Helis 33.75%
N/2SE/4, SE/4SE/4 Keller 3.75% . Keller 3.754
Section 34: SW/4SW/4 Gulf 40.80% Gulf 40.80% |
36 2N-15W, NMPM 160.00 Myrtle Cox Unleased
Section 28: SE/4 100%

11 PATENTED TRACTS TOTALING 3,159.52 acres or 9.34% of unit area

TOTAL 36 tracts totaling 33,844.04 acres in entire unit area.
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United States Department of the Interior
GEOLOGICAL SURVEY

Box 25016 Q
Denver Federal Center L0 N d" -
: . <0905 01T maAp
N —— . Denver, Colorado 80225

ey L a7 7

TransOcean 0il, Inc. Erxhibi+ 2
Attention: Mr. C. R. Church

1700 First City East Building Case bloz
1111 Fannin

Houston, Texas 77002

Gentlemen:

Your application of September 12, 1977, filed with the Assistant Area ;
0il and Gas Supervisor, Roswell, New Mexico, requesis the designration '

of the Quemado unit, embracing 33,844.04 acres, more or less, in 1
Catron County, New Mexico, as logically subject to exploration and
development under the unitization provigions of the Mineral lLeasing

B WA ¢ Bue Ve WA P .Pls
Act, as Amended.

Pursuant to unit plan regulations 30 CFR 226, the land requested as
outlined on your plat marked "Exhibit 'A', Quemado Unit Area" is
hereby designated as a logical unit area. It being understood that
certain lands within the proposed Quemado unit are also embraced by
the French unit agreement which must be terminated prior to-or
simultaneously with the final approval of the Quemado unit agreement.

The unit agreement submitted for the area designated should provide for
a well to test the Yeso Formation or to a depth of 5,000 feet. Your
proposed use of the Form of Agreement for Unproved Areas, modified as
shown in your application, will be accepted.

If conditions are such that further modification of said standard form
is deemed necessary, two copies of the proposed modifications with
appropriate justification must be submitted to this office through the
0i1 and Gas Supervisor for preliminary approval.

\UTIC,
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2

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

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

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

Sincerely yours,

¥

(‘:, P r - >
Py VAR iy N

Lt .y o '/7/ /'?4—”"1— [N —.
nal Conservation Manager

P
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Regi
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For the Director

Enclosure




”::“. k. LUCERO . December 12, 1977 P. O. BOX 148

- SANTA FE, NEW MEXICO 8750

TransOcean 011, Inc,
1700 Fixst City East Building
1111 Faanin-Houston, Texas 77002

Re: Proposed Quemado Unit
Catron County, New Mexico

ATTENTION: Mr. J. B. Stanley
Gentlemen:
: ~ We have reviewed the unexecuted copy of unit agreemert, which
you sudbmitted with your lettar of December 7, 1977, for the proposed
Quemado Unit, Catron County, New Mexico. The form of agreement meets

the requirements of the Comuissioner of Public lauds, therefore, your
agreement has been a&pproved as to form and content.

Our lctter of November 1, 1977, stated the requtrmnto by this
office for final approval of the unit.

Vary truly yours,

FHIL R. LUCERO

coMMIss NBR OF PUBLIC lANDS
| ] ng /é)&‘d,\_

RAY D. G s Director
0il and Gas Division
PRL/RDG/s
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PHIL R. LUCERO November 1, 1977 P. O. BOX 1148
COMMISSIGNER .

SANTA FE, NEW MEXICO 8750t

TransOcean 0il, Inc.

1700 First City East Building
1111 Fannin '

Housteon, Texas 77002

Re: Proposéd Quemado Unit
Catron. County, New Mzxico

ATTENTION: Mr. C. R. Church

Gentlem2n:

The Commissioner of Public Lands has this date desipnated the
Quemado Unit Area as a logical unit area. We concur with the USS
that the unit agreem2nt submitted for the area designated should
provide for a well to test the Yeso Formation or to a depth of 5,020
feet. -

Please submit a copy of the form of unit agreement you will use,
containing all the requirem=nts of the Commission2r of Public Lands,
When w2 receive the form of agreement we will then give you approval
as to form and content.

On your Exhibit "B', Tract 24, your descri#tion is shown as W/2NE/4
of Section 30 and should read the S/2NE/4, under Fee Tract No. 31 you
show the E/2NE/4 and should read N/2NE/4 of Section 30.

When filing your unit for final approval, the following are required
by this office. '

i. Application for final approval stating Tracts committed and
Tracts not comnitted, )

2. Two exccuted copies of Unit Agreemant- one must ba an original.
3. One executed copy of Oparating Agreaement.
4. Two sets of Exhibits "A" and "B".

S. Two copics of all ratifications from Lessces of Rezord and
Working Interst Ouncrs. )

6. Order of the New Mexico 01l Conservation Commnission.




TransOcean 0il, Inc.
November 1, 1977

Page 2.

7. The filing fee in the anount of ($530.03) Dollars.

If we may be of further assistance to you, please advise,

Very truly yours,
PHIL R. -LUCERO

COMMISSIONER OF PUBLIC LANDS
BY: gzz;'ébz’Gééibzz*‘:"'*
AM

RAY D. GRA Director
0il and Gas DBivision

PRL/RD3/s




United States Department of the Interior

. GEOLOGICAL SURVEY
'-;Denver Federal Center
" Penver, Colorado 80225

: .-_;;
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Ho 410 2
Transicean 211, Inc.
Attestion: ™Mr. €. R. Church
1730 First City tast Sutllding
1111 Fasatn
rouston, Texas 77i4c

Gontlemen:

Your application of Septemier Yo, 1377, filad with the Assistant Ares
011 and Gas Supervisor, Roswell, iew fexico, requests the desfgnation
of the y iait, embracing 33,884.08 acres, xove or lass, in
Catron ty. fow Megico, as lcgh.a!lv subject to explorsifon and
developrant under tha unitizition mvfsims of ths “ineral Leasting
ACt, a8 Aomaded.

Pursuaat to onit plan reculatieas 30 CFX 22, the land requestad as
ostlined om your plat sarked “Exhtbit ‘A', Jusmedo Unit Avrca® s ,
hereby designated as a lTogical unft area. It tefng understeed that
coriain Yands within the preposed Guemado it are alse embraced by
the French wnit egreoment which must be terwinated prior to or
simultaswously with the final approval of the Juasndo wnit soreement.

The it sorewment subsittad for the area designated should previds fer
s wall to test the Yeso Furmation or to 2 depth of 5,000 feet. Yowr
praposed use of the Forwm of Ayreemsat for Unproved Aress, wedified as
shown in your application, will be accepted.

If conditions are such thet further modification of seid standard form
ts deesed necassdry. twg coples of the propesed modifications with

agpropriste Justification must Lo submittad to tuls of flce throwgh the
G611 and Casw Supnsrvicon for srelimtinery sppruval.




o d
&

In the absance of any otaer type of land requiring special provisfons or
of any objections a0t aow appirent, a duly executed agraemant fdentical
wita safd form, modifie’ as outlined abows, will be approved {f sud-
nitted in approvable status within a reascasble pericd of time. iow-
ever, notice s herely ofven that the right {3 reserved to dany spproval
of any executed agresment subnitied which ta our opinfen, does not nave
the full commitment of sufficient lands to afford offective control of
eperations 1n the wait area.

when the executad agrosment is transmitted to Roswell. Jew Zexfco for
the Supervisor's approval. include tie latest status of all acresge. In
preparetion of Exhibits "A" and "2*, follow closaly the format of tie
sample exiifbits attached to the 1968 reprint of the aforecentioned fere.

inasauch as this agresmant fnavolves State 1wnds we are sending a
copy of the latter to the Cossrizsioner of Public Lands. Please
contact the Stats of lNew iexico before scliciting Soinders regardless
of prior comtacts or clearance from tha Stats.

Reglioaal Conservation Fandger

for the Mrector

fnciosure

7% Thi for
cc: N.M.0.C.C., Santa Fe (& This Cow
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1700 FIRST CITY EAST BUILDING
1111 FANNIN « HOUSTON, TEXAS 77000 v

713-654{?00 -v
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. q 9 TransOcean Oil, Inc.

September 12, 1977

Director o e
United States Geological Survey
Washington, D. C. 20025

Attention: Area 0il and Gas Supervisor
United States Geological Survey
Drawer 1857
Roswell, New Mexico 88201

Re: Application for Designation
Proposed Unit Area and
Determination of Depth
of Tegt Well for the
Quemado Unit Area
Catron County, New Mexico

Dear Sir:

TransOcean 01l Inc. respectfully requests that the area outlined on the
map enclosed herewith labeled Exhibit. "A" be designated as a leogical :
unit area pursuant to the unitization provisions of the Mineral Leasing j
Act, as amended. :

In addition to the propesed unit boundary, Exhibit "A" shows the boun- ;
daries and identity of the various tracts and leases in the proposed A
‘unit area to extent of our present knowledge. A tabulation of these
leases is attached hereto and labeled Exhibit "B". A list in:sequence

of all Federal leasesg is also attached. The propogsed unit area contains
25,681.77 acres of Federal lands, 5,002.75 acres of State lands, and
3,159.52 acres of Patented lands for the combined unit total of 33,844.04 :
acres, more or less. ;

T

- It is requested that one well drilled to a depth of 5,000 feet, or to
the top of the PermianAbo formation, whichever is the lesser depth, be
approved for the proposed unit.

All owmers of an ¢

- 41 . cd
of our plans to form the unit proposed
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Director
United States Geological Survey
September 12, 1977 Page 2

Upon approval hereof, TransOcean preposes to submit a standard form unit
agreement (1968 Reprint) which will deviate from the standard form as
follows:

1. Modify those provisions of the standard form to
permit the inclusion of lands owned by the State
of New Mexico. Those provisiona to be modified
and the codifications are attached as an addendum
hereto.

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

To the test of our knowledge, there are no Federal lands within the
proposed unit area requiring thes inclusion of special provisions in the
unit agreement.

In support of this application, we are submitting, in triplicate, a
geological report with a map showing the structural cenditions within
the proposed unit area.

Yours very truly,

TRANSOCEAN OIL, INC.

¢

C. R. Church
Land Manager

CRC:smw

cc: New Mexico State Land Office
P. 0. Box 1148
Santa Fe, New Mexicoe 87501
Attention: Mr. Ray D. Graham

01l Conservation Commission
P. 0. Box 2088
Santa Fe, New Mexico 87501




List in Sequence of Federal Leases
Quemado Unit Area
Catron County, New Mexico

Tract No. Federal Serial No. Expiration Date of Lsase
1 NM-22163 3-31-85
2 NM-22166 : 3-31-85
3 NM-22169 3-31-85
4 N4-22233 3-31-85
5 NM-22234 3-31-85
6 NM4-22235 3-31-85
‘, 7 NM-22236 3-31-85
l 8 022240 3-31-85
9 NM-22566 - 7-31-85
| 10 NM-23687 8-31-85
11 NM-23688 5~31-85
12 NM4-23689 8-31-85
13 NN-23690 5-31~85
14 NM-23698 5-31-85
15 NM-23700 5-31-85
16 NM-23701 5-31-85
‘ i7 NM¥-30462 3-31-85
18 RM-30467 . 8-31-85
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| EXHIBIT "B"
SCHEDULE SHOWING THE PERCENTAGE AND KIND OF OWNERSHIP OF OIL AND GAS INTERESTS
QUEMADO UNIT ARBA ‘
CATRON COUNTY, NEW MEXICO

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

TRACT . OF AND EXPIRATION AND AND AND AND o
NO. DESCRIPTION OF LAND ACRES DATE 0} LEASE FERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE _1 m _
FEDERAL LANDS
1 2N-15W, NMPM 2,281.59 NM-22163 United States TransOcean 011, Inc. 62.50% Colorado Plateau TransOcean 62.58%
Section 17: All 3-31-85 100% Estate of William G. Helis Geological Services 3% Helis 33.75%
Section 19: W/2E/2 a partnership 33.75% Harlan C. Altman, Jr., Keiler 3.75%
Section 20: All Keller 0ilfield Services Trustee of the Stewart
Section 29: All : Company, Inc. 3.75% Venture Trust dated
Section 30: Lots 1, 2, 3, E/2NW/4 : , 12-31-724 11X
2 : 2N-15W, NMPM 1,120.00 NM-22166 United States TranasOcean 62.50% crPGSs 3% TransOcean 62.50%
Section 21: All 3-31-85 100% Helis 33.75% Harlan C. Altman, Jr., Helis 33,75%
Section 28: W/2, NE/4 Keller 3.75% Trustee of the Stewart Keller 3.75%
Venture Trust dated
12-31-74 17
3 2N-15W, NMPM 635.74 NM-22169 United States TransOcean 62.50% CPGS 3% TransOcean 62.50X
Section 18: Lots 1,2,3, NW/45W/4, 3-31-85 100% Helis 33.75% Harlan ¢. Altman, Jr., Helis 33.75%
E/2¥/2, E/2 Keller 3.75% Trustee of the Stewart Keller 3.75%
, Venture Trust dated
12-31-74 1% :
4 2N~-17W, NMPM 332.35 NM-22233 United States TransOcean 62.50% CPGS 32 TransOcean 62,50% :
Section 29: Lots 9,10,11,12,13, 3-31-85 1002 Helis 33.75% Helis 33.75%
14,15,16 Keller 3.75% : Keller 3.75%

ORI




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

TRACT OF AND EXPIRATION AND AND AND AND
NO. DESCRIPTION OF LAND ACRES DATE OI' LEABE PRRCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE
5 2N~17W, NMPM 1,484.89 NM~22134 United States TransOcean 62.50% CPGS 3% TrangOcean 62.50% u
Section 21: Lots 1,2,3,4, 3-31-05 100% Helis 33.75% Helis 33.75%
§/2, E/2MW/4, SW/ANW/4 Keller 3.75% Keller 3.75%

Section 28: W/2, NE/4, N/2SE/4
Section 29: Lots 1,2,3,4,5,6,7,8,

6 2N-17W, NMPM 2,515.16 NM-222135 United States TransOcean 62,50% CPGS 3% TransOcean 62.502
Section 22: Lots 1,2,3,4,5,6,7,8, . 3-31-85 100X Helis 33.75% . \ Helis 33.752
9,10,11,12,13,14, Keller 3.75% : Keller 3.75%

W/2SW/4 (All) _
Section 23: Lots 1,2,3 _ h
Section 27: All d
Section 33: NW/4, S/2NE/4, S8/2 i
Section 34: Lotes 1,2, N/2SW/4 ,NW/4, E/2

7 2N-17W, NMPM 2,547.54 NM-22236 United States TransOcean 62.50% CPGS 3%  anu=mooma= 62.50%
Section 23: Lot 4, SE/4, N/2NW/4, 3-31-85 100% Helis 33.75% Helis . 33.75%
SE/4NW/4, NE/4SW/4 Keller 3.75% Keller 3.75%

Section 24: S8/2
Section 25: All
Section 26: Lots 1,2,3,4,5,6, W
NE/4, SW/4, E/2NW/4 ‘ :
Section 35: Lots 1,2,3,4,5,6,
N/2NW/4, NE/4, NE/4SE/4,

S/28W/4
, ;
8 2N-17W, NMPM 480,00 NM-22240 United States TransOceart 62.50% CPGS 3% TransOcean 62.5Q%
Section 23: NE/4 3-31-85 100% Helis 33.75% Helis 33.75%
Section 24: N/2 : Keller 3.75% Keller 3.75%

e e i
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NUMBER

SERIAL NUMBER BASIC ROYALTY

LESSEE OF RECORD

OVERRIDING ROYALTY

WORKING INTKREST

TRACT OF AND EXPIRATION - AND AND AND AND
NO. DESCRIPTION OF LAND ACRES DATE OF LEASE PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE
9 2N-16W, NMPM 40.00 NM-22566 United States TransOcean 62.50% CPGS 3% TransOcean 62.50%
Section 29: NW/4SW/4 7-31-85 100X Helis 33.752 Phillip D. Nickell Helis 33.75%
Keller 3.75% ¥ of 12 Keller 3.75%
10 2N-16W, NMPM 1,920.00 NM- 23687 United States TransOcean 62.50% CPGS 3% TransOcean 62.50%
Section 22: All 8-31-65 100% Helis 33.75% Harlan C. Altman, Jr., Hellis 33.75%
Section 23: All Keller 3.75% Trugtee of the Stewart Keller 3.75%
Section 25: All Venture Trust dated
12-31-74 12
11 2N-16W, NMPM 2,000.00 NM-23688 United States TransOcean 62.50% CPGS 3% , TransOcean 62.50%
Section 26: All 8-31-85 1002 Helis 33.75% Harlan C. Altman, Jr., Helils 33.75%
Section 33: W/2NW/4, NW/4SW/4, Keller 3.75% Trustee of the Stewart Keller 3.752
SE/4SW/4, SW/4SE/G, Venture Trust dated
W/ZNE/4 12-31-74 1%
Section 34: N/2, N/2SW/4, SE/4SW/4
SEction 35: All
12 2N-16W, NMPM 1,208.44 NM-236839 United States TransQcean 62.50% CPGS 3% TransOcean 62.50%
Section 30: Lots 1,2,3,4, W/2E/2, 8-31-85 1002 Helis 33.75% Harlan C. Altman, Jr., Helis 33.75%
E/2w/2, B/2SE/4 Keller 3.75% Trustee of the Stewart Keller 3.75%
Section 31: Lots 1,2,3,4, E/2, Venture Trust dated
E/2d/2 12-31-74 1%
13 2N-16W, NMPM 2,076.96 NM- 23690 United States TransOcean 62.50% CPGS 3% TransOcean 62.50%
Section 18: Lots 1,2,3,4, 5-31-85 1002 Helis 33.75% Harlan C. Altman, Jr., Helis 33.75%
E/2u/2, E/2 (All) Keller 3.75% Trustee of the Stewart Keller 3,752
Section 19: NE/4NE/4, S/2SE/4, SE/4SW/4 Venture Trust dated
SE/4NW/&4, Lots 2,3,4 12-31-74 1%
Section 20: N/2. SE/4
Section 21: All




NUMBER

SERIAL NUMBER

BASIC ROYALTY

LESSEE OF RECORD

OVERRIDING ROYALTY

WORKING INTEREST

TRACT oy AND EXPIRATION AND AND AND AND
NO. DESCRIPTION OF LAND ACRES DATE OF LEASE  PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE
14 2N-16W, NMPM 2,400.00 NM-23698 United States TransOcean 62,50% CPGS 3% TransOcean 62.50%
Section 13: N/2NW/4, N2/&, S/2 5-31-85 1002 Helis 33.75% Harlan C. Altman, Jr., Helis 33.75%
Section 14: W/2, W/2E/2, Keller 3.75% Trustee of the Stewart Keller 3.75%
NE/4RE/4, SE/4SE/4 Venture Trust dated
Section 15: All 11-31-74 1Z
Section 24: All
15 2N-16W, NMPM 1,280.00 NM-237090 United States TransOcean 62.50% CPGS 3% TransOcean 62.50%
Section 9: All 5-31-85 1007 Helis 33.75% Harlan C. Altman, Jr., Helis 33.75%
Section 10: All Keller 3.75% Trustee of the Stewart Keller 3.75%
Venture Trust dated
12-31-74 1%
16 2N-16W, NMPM 1,915.10 NM-23701 United States TransOcean 62.50% CPGS 3% TransOcean €2.50%
Section 7: Lots 1,2,3,4, 5-1-85 100Z Helis 33.75% Harlan C. Altman, Jr., Helis 33.75%
E/2W/2, E/2 (All) Keller 3.75% Trustee of the Stewart Keller 3.75%
Section 8: All Venture Trust dated
Section 17: All 12-31-74 1%
17 2N-17W, NMPM 320,00 NH-30462 United States TransOcean 62.50% CPGS 3% TransOcean 62.50%
Section 13: NW/4NE/4, NW/4, 3-31-85 100% Helis 33.75% Helis 33.75%
E/2SE/4, SW/4SE/4 Keller 3.75% Keller 3.75%
18 2N-16W, NMPM 1,120.00 NM-30467 United States TransOcean 62.50% CPGS 3% TransOcean 62.50%
Section 27: All §-31-85 1002 Helis 33.75% Harlan C. Altman, Jr., Helis 33.75%
Section 28: S/2NE/4, SE/4SW/4, NE/4SE/4 Kelier 3.75% Trustee of the Stewart Keller 3.75%
Section 29: NE/4NE/4, W/2E/2, Venture Trust dated -
NE/4NW/4, SE/LSE/4 12-31-74 1%
Section 32: NE/4SE/4
18 FEDERAL 'TRACTS TYOTALING 25,681.77 acres or 75.88! of unit area
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NUMBER SERIAL NUMBER BASIC ROYALTY LESSEE OF RECORD OVERRIDING ROYALTY WORKING INTEREST
TRACT . OF AND EXPIRATION AND AND AND AND
NO. DESCRIPTION OF LAND ACRES DATE OF LEASE PERGCENTAGF, PERCENTAGE PERCENTAGE PERCENTAGE
STATE LANDS
19 2N-16W, NMPM 520.00 LG-2102 State of New Mexico TransOcean 21.70% CPGS 3% _ TransOcean 21.70%
Section 32: N/2, SW/A, NW/4SE/4 8-31-84 100% Helis 33.75% Hells 33.75%
Keller 3.75% Keller 3.75%
Gulf 011 Gulf 40.80%
Corporation 40.80%
20 2N-16W, NMPM 1,280.00 LG~2103 State of New Mexico Trans(icean 21.70% CPGS 3% TransOcean 21.70%
Section 16: All 8-31-84 100% Hells 33.75% Helis 33.75%
Section 36: All Keller 3.75% Keller 3.75%
Gulf 40.80% Gulf 40.80%
21 2N-17W, NMPM 40.00 LG-2106 : State of New Mexico TransOcean 21.70% PGS 3% TransOcean 21.70%
Section 13: SE/4SW/4 8-31-84 100% Helis 33.75% Helis 33.75%
Keller 3.75% Keller 3.75%
Gulf 40.80% ~ Gulf 40.80%
22 2N-17W, NMPM 1,280.00 LG-21083 State of New Mexico TransOcean 21.70% CPGS 3% TransOcean 21.70%
Section 32: All 8-31-84 100% Helis 33.75% Helis 33.75%
Section 36: All Keller 3.75% Keller 3.75%
Gulf 40.80% Gulf 40.80%
23 2N~17W, NMPM 120.00 LG-2880 State of New Mexico TransOcean 21,70% CPGS 3% TransOcean 21,70%
Section 13: N/25W/4, SW/4SW/4 6-30-85 100% Helis 33.75% Helis - 33.75%
Keller 3.75% Keller 3.75%
Gulf 40.80% Gulf 40,80%
24 2N-15W, NMPM 481.89 LG~424] State of New Mexico TransOcean 21.70% CPGS 3% TransOcean 21.70% |
Section 19: Lots 1,2,3,4, E/2W/2 5~-31-87 1002 Helis 33.75% Helis 33.75%
Section 30: Lot 4, W/2NE/4, NE/4SW/4 Keller 3.75% : Keller 3.75%
Gulf 40.80% Gulf 40.80%
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NUMBER SERIAL NUMBER BASIC ROYALTY LESSEE OF RECORD OVERRIDING ROYALTY WORKING INTEREST

(0) 4 AND EXPIRATION AND AND AND AND
NO. DESCRIPTION OF LAND ACRES DATE OF LEASE PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE
25 2N-15W, NMPM 1,280.806 LG-4242 State of New Mexico TransQOcean 21.70% CPGS 3% TransOcean 21.70%
Section 31: Lots 1,2,3,4, E/2, 5-31-87 100X Helis 33,.75% Helis 33.75%
E/2W/2 Keller 3.75% Keller 3.75%
Gulf 40.807 Gulf 40.80%

Section 32: All

7 STATE TRACT3 TOTALING 5,002.75 acres or 14.78% of unit area

PATENTED LANDS

26 2N-17W, NMPM 320.00 6170 Herman D. Chevez TransOcean 21.70% CPGS 3% TransOtean 21.70%
Section 13: SW/4NE/4, NW/4SE/4 7-9-84 and Mary Rose Dehart,; Helis 33.75% Helis 33.75%
Section 21: NW/4NW/4 formerly Mary Rose Keller 3.75% Keller 3.75%
Section 28: S/2SE/4 Chevez 100% Gulf 40.80% Gulf 40.80%

Section 33: N/2NE/4
Section 35: NW/4SW/4

27 2N-16W, NMPM 560.00 6171 Marvin Ross Eagar TransOcean 21.70% CPGS 3% TransOcean 21.70
Section 28: N/2N/2, S/2SE/4 6-26-84 and Tencha Rae Helie 33.75% Helis 33.75%
Section 29: W/2NW/4, SE/4NW/4, Eagar 100% Keller 3.75% Keller 3.75%
E/2SW/4, SW/4SW/4 Gulf 40,80% Gulf 4D.80%
Section 30: E/2NE/4
28 2N-16W, NMPM 640.00 6173 Ross A. Eagar TransOcean 21.70% CPGS 3% TransOcean 21.70%
Section 19: W/2NE/4, SE/4NE/4, 6-26~84 and Ellen J. Eagar Helis 33.75% Helis 33.75%
N/2SE/4, NE/4SW/4 , 100% Keller 3.75% Keller 3.75%

mmonuoswc"mt\o ncum bc.mon och ao.ch
Section 28: S/2NW/4, NE/4SW/4, NW/4SE/4 . :
Section 33: E/2NE/4
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NUMBER SERTIAL NUMBER EASIC ROYALTY LESSEE OF RECORD OVERRIDING ROYALTY WORKING INTEREST
OF AND EXPIRATION AND AND AND AND
DESCRIPTION OF LAND ACRES DATE OF LEASE PERCENTAGE PERCENTAGE PERCENTAGE wnwnmza>om,
29 2N-16W, NMPM 160.00 6921 Evans W. Ferm TransOcean 21.70% CPGS 3% TransOcean 21.70%
Section 28: W/2SW/4 4-9-85 and Betty Jo Helis 33.75% Helis 33.75%
Section 29: SE/4NE/4, NE/4SE/4 Ferm 1002 Keller 3.75% Keller 3.75%
Gulf 40.80% Gulf 40.80%
30 2N-15W, NMPM 160.00 9435~1 Carolyn C. TransOcean Z1,70% CPGS 3% TransOcean 21.70%
Section 19: E/2E/2 8-24-79 Robertson Helis 33.75% Helis 33.75%
50% Keller 3.75% Keller 3.75%
Gulf 40,80% Gulf 40.,80%
10736-1 Jack M. Amason TransOcean 21.70% CPGS 3% TransOcean 21.70%
4~18~82 and Darlene B. Helis 33.75% Helis 33.75%
Amason Keller 3.75% Keller 3.75%
50% Gulf 40.80% Gulf 40.80%
31 2N-15W, NMPM 280.00 10736-1 Jack M. Amason TransOcean 21.70% CPGS 3% TransOcean 21,70%
Section 30: E/2NE/4, SE/4 4~18-82 and Darlene B. Helis 33.75% Helis 33.75%
SE/4SW/4 Amason Keller 3.75% Keller 3.75%
100% Gulf 40.80% Gulf 40.80%
32 2N-16W, NMPM 319.52 10821 N. G. Baca TransOcean 21.70% CPGS 3% TrangsOcean 21.70%
Section 13: S/2NW/4 8-31-82 1007 Helis 33.75% Helis 33.75%
Section 14: SE/4NE/4, NE/4SE/4 Keller 3.75% Keller 3.75%
Section 19: Lot 1, NE/4NW/4 Gulf 40.80% Gulf 40.80%
2N-17W, NMPM
Section 13: E/2NE/4
13 2N-16W, NMPM 120.00 10820 Harold 0. Ward TransOcean 21.70% CPGS 3% TransOcean 21.70%
Section 32: S/2SE/4 8-31-82 et al Helis 33.75% Helis 33.75%
Section 33: SW/4SW/4 100% Keller *3.75% . Keller 3.75%
Gulf 40.80% Gulf 40.80%
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NUMBER SERIAL NUMBER BASIC ROYALTY LESSEE OF RECORD

OVERRIDING ROYALTY

WORKING INTEREST

or AND EXPIRATION AND AND AND ARD
DESCRIPTION OF LAND ACRES DATE OF LEASE PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE
34 2N-16W, NMPM 160.C0 10823 Joe E. Sedillo TransOcean 21.70% CPGS 3% TransOcean 21.70%
Sectfion 34: SE/4 8-31-82 and Crusita Sedillo Helis - .33.75% Helis 33.75%
1007 Keller 3.75% Keller 3.75%
Gulf 40.807% Gulf 40.80%
35 2N-16W, NMPM 280.00 Wilbur N. Curtis Unleased
Section 33: E/2NW/4, NE/4SW/4, 100%
N/2SE/%4, SE/4SE/4
Section 34: SW/4SW/4 \
36 2N-15W, NMPM 160.00 Myrtle Cox Unleased
Section 28: SE/4 100%

11 PATENTED TRACTS TOTALING 3,159.52 acres or 9.34% of unit area

TOTAL 36 tracts totaling 33,844.04 acres in entire unit area.
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GEOLOGIC REPORT
PROPOSED QUEMADO UNIT
CATRON COUNTY, NEW MEXICO

1. ENCLOSURES

Exhibit A. Quemado Unit Area Geological Summary Map

I. LOCATION

The proposed Quemado Unit is located in north central Catron County, west
central New Mexice. Portions of Township 2 North, Ranges 15, 16 and 17 West
are within the unit area. Elevations range from 6500' to 7500' in this semi-
arid, sparsely populated region.

. woam

A. Stratigraphy

Regional stratigraphic studies show that the Yeso formation of Permian age
has a markedfhcieschange in the Quemade Unit area. North of the Quemado Unit
ag determinad by well logs, seismic data, and gravity surveye, the Yeso formation
1s ccmposed of evaporites, near shore shales, and highly leached high energy
carbonates. South of the Quemado Unit the Yeso formation is composed of off-
shore marine facies. (See geological Exhibit A.) In such a setting it is
common practice in the geological community to assume that some form of silling
reef mass exists to separate the two distinct facies which are present in the
area. Such a reef masg has been deliniated with the seismic tool by TransOcean
01l in the Quemado Unit area. In excess of 60 milas of seismic data has been
acquired in the area and detailed seismic interpretation and velocity studies
on the seismic data suggest that a four to five mile wide reef build up occurs
within the Quemado Unit. This reef would act as the silling agent which would
prevent marine waters from entering the evaporite area and, thus,allows salt,
anhydrites and gypsums as has been drilled in the TransQcsan State #2111 well
and the Huckleberry Federal well to accumulate behind such a reef mass. Two
drill stem tests were takem of carbonate intervals in the TransOcean State
#2111, both tests yielded large amounts of salt water indicating that carbonates
associated with the Quemado reef build up are indeed porous and permeable and
should act as reservoir rocks.

B. Structure

Regionally the Permian-Yeso formation dips to the south. This is a result
of the formation of the Zuni Basin corresponding to the uplift of the Zuni
Mountains in late Tertiary time. Laramide compressional activities created
what is hereafter referred to as the Omega Syncline which bounds the east side
of the Quemado Unit in conjunction with this Laramide folding several faults
were generated in the area. One of extreme significance occurs in Township 2.
North, Range 17 West. This fault is upthrown on to the east. These faults
and folds in association with regional south dips are important ingredients
in the formation of a potential 0il accumulation in the Yeso reef mass.
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IV. BASIS FOR PROPOSED UNIT

Reservoir rock in the Yeso is felt to be limited mainly to the main reef
mass which has been defined by seismic tools and strikes east-west in the
Quemado Unit area. The fore reef as defined by seismic data acts as the
southern limit for the proposed unit with hydrocarbon source rocks lying down
dip in marine sediments to the south. These hydrocarbons would then migrate
up dip and be trapped in the reef by the facies change which is defined as
the back-reef facies, wher: porous reef carbonates lie dowmn dip from up dip
evaporite facies which would terminate northern migration of hydrocarbous.
Therefore the south limit of the Unit is defined by the fore reef and the
northern limit of the Unit is defined by a facies change where reef carbonates
intertongue with evaporites along the back reef.

Structural components limit the east and west extent of the Unit. The
eastern limit of the Quemado Unit is controlled by the Omega Syncline which
prevents oil from being trapped in the main reef facies east of the Omega
Syncline. A north-south up to the east fault forms the western trapping
mechanism for reef hydrocarbouns and is therefore the limiting factor on the
western terminance of the Unit. At the present time, no exploratory test
has been drilled within the proposed Quemado Unit and the Yeso reef facies
has only been seen as a function of seiswic interpretatiom and interpreted to
exist as a result of stratigraphic studies.

V. INITIAL TEST WELL

The initial test well will be drilled to a depth of 5000' or to the top of
the Permian~Abo formation whichever is the lesser depth. The proposed test
will be drilled in Section 26 of Township 2 North, Range 16 West. Drill
depths for the proposed well are as follows:

Tertiary - Surface
Cretaceous - 300'
Dakota - 1700’

Yeso - 3180’
Abo - 4410'
TD - 5000'

Dennis W. Belnap
District Geologist
TransOcean 0il Inc.
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Docket No. 39-77

Dockets Nos. 1-78 and 2-78 are tentatively set for hearing on January 4 and 18, 1978. Applications for
hearing must be filed at least 22 days in advance of hearing date.

DOCKET: EXAMINER HFEARING - WEDNFSDAY - DECEMBER 14, 1977

9 A.M. ~ OIL CONSERVATION CQEISSTON CONFERENCE ROOM,
STATE LAND OFFICE BUILDING ~ SANTA FE, NEW MEXICO

The following cases wlil be heard before Richard L. Stamets, Examiner, or venlel S. Nulter, Alternate Examiner:

ALLOWABLE: (1) - Consideration of the allowable production of gas for January, 1978, from fifteen prorated
pools in Lea, Eddy, Chaves, and Rcosevelt Counties, New Mexico,

(2) Consideration of the allowable production of gas for January, 1978, from four prorated
pools in San Juan, Rio Arriba, and Sandoval Counties, New Mexico.

CASE €101: Applicaticn of Gulf 0il Corporation for s unit sgreement, Eddy County, New Mexico. Applicant,
in the above-styled cause, seeks approval for its Nopal Draw Unit Area comprising 1920 acres,

- more or less, of Federal and Fee lands in Township 21 South, Range 25 East, Eddy County, New Mexico.

CASE 6102: Application of Transocean 0il, Ine., for a unit agreement, Catron County, New Mexico. Applicant,
in the above-gtyled cause, seeks approval for its Quemado Unit Area comprising 33,844 acres, more
or less, cf Federal, State, and Fee lands in Township 2 North, Ranges 15, 16, and 17 West,

Catron County, New Mexico. .

CASE 6103: Application of Getty 0il Company for expansion of its Fren Seven-Rivers Waterflood Project and
28 dusal completions, Eddy County, New Mexico. Applicant, in the above-styled cause, seeks
authority to exnand itc Fren Seven-Rivers Waterflood Project by ""A.}C\-tiuu of water into the
Seven-Rivers i‘omation thru 32 wells in its Getty Unit Area, Township 17 South, Range 31 East,
Eddy County, New Mexico, 28 of which wells would be dual completions in the Fren Seven-Rivers

Pool and the Grayburg-Jackson Pool.

CASE 6104: Application of Betrice Bedingfield for sult water disposal, Eddy County, New Mexico, Applicant,
in the above-styled cause, seeks authority to dispose of produced salt water into the Seven
Rivers formation thru the open-hole interval from 487 feet to 517 feet in her Sunray State Well
No. 1 and from 500 feet to 552 feet in her Hastis Well Mo, 2, loczted in Unit E of Section 30

and Unit F of Section 18, respectively, both in Township 17 South, Range 28 East, Empire Yates-
Seven Rivers Pool, Eddy County, New Mexico.

CASE 6105: Application of Mewbourne 011 Company for creation of an agsociated gas pool and a non-standard
gas proration unit, Lea County, New Mexico. Applicant, in the above-styled cause, seeks the
reclassification of the Querecho Plains-Queen 0il1 Pool as an assosiated pool and approval of a
120-acre non-siandard gas proration unit comprising the E/2 SE/4 of Section 22 and the NW/4
W/4 of Section 23, both in Township 18 South, Range 32 East, lea County, New Mexico, to be
dedicated to its Federal "F" Well No. 1 located in Unit L of said Section 23.

CASE 6106: Application of Mesa Petroleum Company for compulsory pooling, Lea County, New Mexico. Applicant,
in the astove-styled cause, seeks an order pooling all mineral interests ia the Wolfcamp formation
- underlying the E,2 of Section 31, Township 15 South, Range 36 East, Lea County, New Mexico, to
be dedicated to a well to be drilled at a standard location thereon. Also to be considered will
be the cost of drilling and completing said well and the allocation of the cost thereof as well
as actual operating costs and charges for supervision. Alsc to be considered will be the
designation of applicant as operator of the well and a charge for risk involved in drilling =aid well.

CASE 6108: Application of Yates Petroleum Corporation for an unorthodox gas well location, Eddy County, New
Mexico. Applicant, in the above-styled cause, seeks approvel for the unorthodox location of its
Bradshaw IY Com Well No. 1 to be located 660 feet from the South and West lines of Section 35,
" Township 17 South, Range 26 East, Kennedy Farms Field, Eddy County, New Mexico, the S/2 of said
Section 35 to be dedicated to the well,

CASE 6109: Application of Yates Petroleum Corporation for downhole commingling, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the downhole commingling of Burton
Flat-Morrow and North Burton Flat-Wolfcamp production in the wellbore of its Stonewall EP State
Well Nt;i 1 located in Unit F of Section 30, Township 20 South, Range 28 East, Eddy County,

New Mexico.

CASE 6110: Application of Yates Petroleum Corporation for downhole commingling, Eddy County, New Mexico.
Appilcant, in the above-styled cause, seeks approval for the downhole commingling of Kernedy
Farms-Morrow and Kennedy Farms-Atcka production in the wellbore of its Caffall FD Com Well No.
1 located in Unit O of Section 15, Township 17 South, Range 26 East, Eddy County, New Mexico.

[
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Mem NO [ 6-77

NOTICE| NOTICE! NOTICE]

TO ALL OPERATORS
FROM JOE D. RAMEY, SECRE TARY-DIRECTOR

THIS IS A FINAL REMINDER THAT ALL EXISTING ONE-WELL AND BLANKET PLUGGING
BONDS MUST BE REPLACED BY NEW BONDS ON THE REVISED FORMS PRIOR TO JANUARY 1, 1978.

This requirement is in accordance with Commission Crder No. R-5432
entered May 24, 1977.

The most recent reminder of this requirement was sent to all operators
by OCC Memorandum No. 5-77 dated October 17, 1977, and explained that if
replacement bonds are not on file and approved by the deadline date,
operators will be required to shut in all producing, drilling, and injection

—_——

wWeLLS,

Response to the requirement for replacement bonds has been less than
adequate. At this writing, there still remain more than one thousand bonds
which have not yet been replaced, and there is less than one month before
the deadline, :

. This is the final reminder that will be sent tc operators to replace
existing bonds by January 1, 1978, or face the shutting in of wells.

JDR/DSN/jr

December 2, 1977




CATRON, CATRON & SAWTELL

ATTORNEYS AND COUNSELORS AT Law CO"."!SERVATICN

THOMAS B. CA% KON, 1840-1921 THE PLaza POST QEFICE BUX(;QMM-
TLETCHER a. Ca RON, 1890 19G4 s S ey

W . . TELEPHONE D82-1047
THOMAS B CATKON, Il SaNTA FE, NEW MEXICO 87501 AREA CODE 808
JOHUHN S. CATRON
WILLIAX A.SAWTELL,JR. November
FLETCHER R.CATRON 17, 1977

WILLIAM F. CARR
W. ANTHONY SAWTELL

0il Conservation Cammission
State of New Mexico
Post Office Box 2088
Santa Fe, New Mexico 87501

Attention: Mr. Joe D. Ramey, State Petroleum Engineer

Dear Mr. Ramey:

Enclosed herewith, in triplicate, is the application
of TransOcean 0il, Inc. for approval of the Quemado Unit
Acreement, embracing 33,844.04 acres of land, more or less,
in Catron County, New Mexico. TransOcean requests that
this matter be set for the Examiner's Hearing to be held
on Decenber 14, 1977.

Vi truly yours,

William ¥. Carr

WC:M
Enclosures
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BEFORE THE
OTL CONSERVATION COMMISSION OF NEW MEXICO
IN THE MATTER OF THE APPLI-
CATION OF TRANSOCEAN OIL, INC.
FOR APPROVAL OF A UNIT AGREEMENT, _
CATRON COUNTY, NEW MEXICO. CASE__ & /02

APPLICATION
Comes noe? TransOcean 0il, Inc., by their wmdersigned attommeys,

and hereby makes application for an order approving its Quemado Unit
Agreement and in support of this application would show the Commission:

1. That the proposed Unit Agremeent consists of 33,844.04 acres.

more or less, situated in Catron County, New Mexico, of which 25,681.77
acres are federal lands, 5,002.75 acres are state lands and 3,159.52
acres are fee lands. The horizontal limits of said unit are described
as follows:

Township 2 North, Range 15 West, N.M.P.M.

Sections 17 through 21: All
Sections 28 through 32: All
Township 2 North, Range 16 West, N.M.P.M.
Sections 7 thorugh 10: all
Sections 13 through 36: All

Township 2 North, Range 17 West, N.M.P.M.
Section 13: All

Sections 21 through 29: All
Sections 32 through 36: All

2. That all owners of interest within the Unit Area have been or
will be offered the opportunity to join the Un:‘lt Agreement.

3. That the Unit Agreement has been approved by most of the
working interest mumers holding interests within the proposed Unit Area.
Itise:q:ectedthatbythedatemidlv)illbesetforhearingonthis
application, the Unit Agreement will have been executed by all, or

substantially all, of the owners of working interest, overriding royalty

T T e R T T
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interest and other interests in the land included within the Unit Area.

4. That the applicant, TransOcean, Oil, Inc., is designated as
Unit Operator in said Unit Agreement and all o0il and gas in any and all
formations down to the top of the Abo formation are being unitized.

5. That the Unit Area has been designated by the United States
Geological Survey as an area logically subject to unitization pursuant
to the provisions of the Mineral leasing Act as amended.

6. That the Unit Agreement has been approved as to form and
content by the State Land Office.

7. That, in the opinion of the applicant, the proposed Unit Area
covers all, or substantially all, of the geological structures or
anomaly involved; and in the event said Unit Agreement is approved and
production of unitized substances is adbtained, it is believed that said

Unit Agremment will be in the interest of Gonservation and the preven-—
tion of waste, and that it will protect correlative rights of all

TransOcean Oil, Inc. requests that this Application be set for
hearing before a duly appointed Examiner of the 0il Conservation Com-
missicn on Deceamber 14, 1977, that notice be given as required by law
ard the rules of the Commission, and that the Quemado Unit Agreement be
approved. |

Respectfully submi. tted,
CATRON, CATRON & SAWTELL

William F.
P. O. Box 788
Santa Fe, New Mexico 87501

Attorneys for Applicant




BEFORE THE
OIL CONSERVATION OQOMMISSION OF NEW MEXICO

IN THE MATTER OF THE APPLI-

CATION OF TRANSOCEAN OIL, INC.

FOR APPROVAL OF A UNIT AGREEMENT,

CATRON COUNTY, NEW MEXTCO. CASE

APPLICATION

Cames now TransOcean Oil, Inc., by their undersigned attormeys,
and hereby makes applicaf.ion for an order approving its Quemado Unit
Agreement and in support of this application would show the Cammission:
1. That the proposed.Unit Agremecent consists of 33,844.04 acres,
more or less, situated in Catron County, New Mexico, of which 25,681.77
acres are federal lands, 5,002.75 acres are state lands and 3,159.52
acres are fee lands. The horizontal limits of said unit are described
’ as follows:
Township 2 North, Range 15 West, N.M.P.M.

Sections 17 through 21: All
Sections 28 through 32: All

Township 2 North, Range 16 West, N.M.P.M.
Sections 7 thorugh 10: All
Sections 13 throush 36: 1

Township 2 North, Range 17 West, N.M.P.M,
Section 13: All

Sections 21 through 29: All
Sections 32 through 36: All

B

2. That all owners of interest within the Unit Area have been or
will be offered the opportunity to join the Unit Agreerent.

3. That the Unit Agreement has been approved by most of the
working interest owners holding interests within the proposed Unit Area.
It is expected that by the date which will be set for hearing on this

application, the Unit Agreement will have been executed by all, or

substantially all, of the owners of working interest, overriding royalty
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interest and other interests in the land included within the Unit Area.

4. That the applicant, TransCccon, 0il, Inc., is designated as
Unit Operator in said Unit Agreement and all oil and gas in any and all
formations down to the top of the Abo formation are being unitized.

5. That the Unit Area has been designated by the United States
Geological Survey as an area logically subject to unitization pursuant
to the provisions of the Mineral Leasing Act as amended.

6. That the Unit Agreement has been approved as to form and
content by the State Land Office.

7. ‘That, in the opinion of the applicant, the proposed Unit Area.
ocovers ail, or substantiallyv all, of the geological structures or
anomaly involved; and in the event said Unit Agreement is approved and

‘ production of unitized substances is obtained, it is believed that said
‘ Unit Agreement will be in the interest of conservation and the preven-
tion of waste, and that it will protect the correlative rights of all
TransOcean 0il, Inc. requests that this Application ke set for
hearing before a duly appeointed Examiner of the 0il Conservation Com—
mission on December 14, 1977, that notice be given as required by law
and the rules of the Camnission, and that the Quemado Unit Agreement be
approved.

Respectfully submitted,
CATRON, CATRON & SAWTELL

William F.
P. 0. Box 788
Santa Fe, New Mexico 87501

Attorneys for Applicant




BEFORE THE
OIL, CONSERVATION COMMISSION OF NEW MEXICO

IN THE MATTER OF THE APPLI-

CATION OF TRANSOCEAN OIL, INC.

FOR APPROVAL OF A UNIT AGREEMENT,

CATRON COUNTY, NEW MEXICO. CASE /o/ 0O R

APPLICATION

Cames now TransOcean 0il, Inc., by their undersigned attorneys,

and hereby makes application for an order approving its Quemado Unit

Agreement and in support of this application would show the Commission:
1. That the proposed Unit Agremeent consists of 33,844.04 acres,
more or less, situated in Catron County, New Mexico, of which 25,681.77
acres are federal lands, 5,002.75 acres are state lands and 3,159.52
acres are fee lands. The horizontal limits of said unit are described

as follows:

Township 2 North, Range 15 West, N.M.P.M.

Sections 17 through 21: All
Sections 28 through 32: All
Township 2 North, Range 16 West, N.M.P.M.
Sections 7 thorugh 10: All
Sections 13 through 36: All

Township 2 North, Range 17 West, N.M.P.M.
Section 13: All

Sections 21 through 29: All
Sections 32 through 36: All

2. That all owners of interest within the Unit Area have been or
will be offered the opportunity to join the Unit Agreement.

3. That the Unit Agreement has been approved by most of the
working interest owners holding interests within the proposed Unit Area.
It is expectec that by the date which will be set for hearing on this
application, the Unit Agreement will have been executed by all, or
substantially all, of the owners of wirking interest, overriding royalty
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interest and other interests in the land included within the Unit Area.

4. That the applicant, TransOcean, Oil, Inc., is designated as
Unit Operator in said Unit Agreement and all oil and gas in any and all
formations down to the top of the Abo formation are being unitized.

5. That the Unit Area has been designated by the United States
Geological Survey as an area logically subject t7 unitization pursuant
to the provisions of the Mineral Leasing Act as amended.

6. That the Unit Agreement has been approved as to form and
content by the State Lan‘l Office. |

7. 'That, inthei)pinionoftheapplicant, the proposed Unit Area
ocovers all, or substantially all, of the geological structures or
anomaly involved; and in the event said Unit Agreement is approved and
production of unitized substances is obtained, it is believed that said
Unit Agreement will be in the interest of conservation and the preven-
tion of waste, and that it will protect the correlative rights of all
parties concerned.

TransOcean 0il, Inc. reguests that this Application be set for
hearing before a duly appointed Examiner of the 0il Conservation Com-
mission on December 14, 1977, that notice be given as requ:.red by law
and the rules of the Camuission, and that the Quemado Unit Agreement be

Respectfully submitted,
CATRON, CATRON & SAWTELL

"3

William F. Carr
P. O. Box 788
Santa Fe, New Mexico 87501

Attorneys for Applicant




DRAFT

dr/ SEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

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

CASE No. _6102
Order No. R-_- 606

APPLICATION OF TRANSOCEAN OIL, INC.

FOR APPROVAL OF THE ___OQUEMADQ
UNIT AGREEMENT, __ CATRON, COUNTY, NEW MEXICO. ;/‘0 //)
A (U2

ORDER OF THE COMNMISSION
BY THE COMMISSICH: &
This cause came on for hearing at 9 o'clock a.m. on

, . Jecember 14, 1947 , at Santa Fe, New Mexico, before Examiner
Richard L. Stamets .

NOW, on this _day of December ., 1967 ., the Commission,
a quorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and being fully advised

in the premises,

FINDS

(1) That due public notice having been given as required by
law, the Cammission has jurisdiction of this cause and the subject

matter thereof.

(2) That the applicant, Transocean Oil., Inc. .
seeks approval of the Quemado Unit Agreement
. State,
covering 33,844 04 acres, more or less, of Federal lands
and Fee

described as follows:

CATRON  COUNTY, NEW MEXICO
TOWNSHIP 2 A4-J , RANGE /5 4is/7”, NMPM
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{(3) That approval of the proposed unit agreement should
promote the prevention of waste and the protaction of correlative
rights within the unit area.

IT IS THEREFORE ORDERED:

(1) That the Quemado Unit Agreement
is heredby approved.

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

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

{(4) That this order shall become effective upon the approval
of said unit agreement by the Commissioner of Public Lands for the
State of New Mexico and the Director of the United States Geologi-~
cal Survey: that this order shall terminate jpso facto upon the
termination of said unit agreement; and that the last unit opera-
tor shall notify the Commission immediately in writing of such
termination.

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

DONE at Santa Fe, New Mexico, on the day and year herein-
above designated,

AT




