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Case No. 3131 

In t roduct ion 

The Hospah F i e l d i s located p r i n c i p a l l y i n Section 36, Range 9 West, 

Township 18 Nor th , and in Section 1, Range 9 West, Township 17 Nor th , 

MeKin ley County, New Mexico . I t is w i t h i n the Navajo Reserva t ion and l ies 

approximate ly 40 mi les nor th of the town of Prewet t . The f i e l d is a m i l e 

east of the Continental Divide at an elevation of approximate ly 7, 000 feet . 

Texstar Pe t ro leum Company is the only operator i n the f i e l d , and the en t i re 

product ive area l i es w i t h i n the confines of State Leases Nos. 662 and B-1276 

and Santa Fe R a i l r o a d Leases Nos. 7668 and 3487. The geographical 

loca t ion of the f i e l d and the locat ion of a l l wel l s d r i l l e d i n the area, are shown 

on E x h i b i t , l B , r attached to the Uni t iza t ion Agreements which are hereby 

entered i n evidence at this hear ing. 

H i s t o r y 

The Hospah F i e l d i s one of the oldest i n the State of New Mexico and 

is perhaps the f i r s t t r u l y c o m m e r c i a l o i l f i e l d i n the nor thwes te rn par t of the 

state. The area was f i r s t mapped i n 1924, and i n August of 1927 Hurs t and 

Welsh completed t he i r Santa Fe Hurs t No. 1 W e l l as an o i l producer at a. 

depth of 1, 560 feet i n the Hospah Sand, a member of the Gallup Section of 

Cretaceous age. Three addi t ional wel l s were d r i l l e d i n 1927, two of which 

were product ive and the other, d r i l l e d on the west side of the f i e l d , encountered 

water i n the Hospah Sand. Because of a combinat ion of low crude pr ice si and 

inaccess ib i l i ty , no addi t ional development occu r r ed u n t i l 1937 when the 
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proper ty changed hands, and three addi t ional o i l wel l s were d r i l l e d . In 

1939-1940 negotiations were concluded w i t h the cons t ruct ion of a r e f i n e r y 

at the town of P rewet t and the ins ta l l a t ion of a pipeline f r o m the f i e l d to the 

r e f i n e r y . These f a c i l i t i e s were bu i l t , and by the f i r s t par t of 1947 a to ta l 

of 49 wel l s had been d r i l l e d i n the f i e l d . Three of the wel l s were completed 

as dry holes, and dur ing the in tervening years three addi t ional wel l s have 

been abandoned and four t e m p o r a r i l y abandoned. There are now 39 we l l s 

producing f r o m the Hospah hor izon . 

Cumulat ive product ion f r o m the Hospah Sand is approximate ly 4, 500, 000 

b a r r e l s , and the 39 active we l l s are now producing Z33 b a r r e l s of o i l and 

700 ba r r e l s of water per day. There has been a steady de te r io ra t ion of the 

ab i l i t y of the f i e l d to produce o i l over the past years , and the cu r r en t average 

produc t iv i ty of 5. 9 ba r r e l s of o i l per day per w e l l indicated the f i e l d is i n a 

s t r ipper stage and that the end of i ts economic l i f e is fas t approaching. 

Texstar , t he re fo re , authorized the Engineer ing and Consult ing Department 

of Core Labora to r i e s , Inc. , Dal las , Texas, to prepare an engineering 

evaluation of the secondary-recovery prospects of the Hospah F i e l d . This 

study concluded that a successful wa te r f lood of the Hospah ho r i zon would 

increase recovery f r o m this zone by 1, 500,000 b a r r e l s of o i l over and above 

that expected by continuation of the present product ion method. 
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Dur ing the d r i l l i n g of the we l l s to the Hospah Sand saturat ion was 

noted i n the Seven Lakes section at approximate ly 300 feet below the 

surface of the ground. Cores taken in this section indicated o i l sa turat ion 

and excellent sand charac te r i s t i c s ; however, the o i l was ve ry viscous, and 

no at tempt was ever made to establish the p roduc t iv i ty of the zone. The 

Core Labora tor ies study indicated the Seven Lakes section contains i n 

i 

excess of 4, 000, 000 b a r r e l s of o i l i n place. I t i s thought that this section 

w i l l prove amenable to one of the new methods of handling viscous crudes 

such as steam or pusher f lu ids and that a good poss ib i l i ty exists f o r 

obtaining 1, 000, 000 ba r r e l s of o i l f r o m this hor izon- through the appl ica t ion 

of one of these more exotic types of secondary-recovery processes. 

The engineering study showed that pe r iphe ra l i n j ec t i on around the 

edge of the product ive area is the most e f f i c i en t way to obtain m a x i m u m 

recovery f r o m the Hospah hor i zon . I t is also known that the development 

p r o g r a m f o r the Seven Lakes section f o r a so-ca l led exotic f l ood should be 

designed to meet the requi rements of the secondary-recovery method 

selected and of the sand development without r ega rd to lease l i n e s . The 

only way that these op t imum secondary-recovery p rograms can be ins ta l l ed 

and the co r r e l a t i ve r igh t s of a l l par t ies i n in teres t protected is through 

uni t i za t ion . Texs ta r , t he re fo re , prepared a Uni t iza t ion Agreement that 

was c i r cu l a t ed among the in te res t owners . The Agreement cal ls f o r the 
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the u n i t i z a t i o n of the f o u r base leases covering the Hospah 

F i e l d and the formation of a Hospah Sand Unit and of a 

Seven Lakes Sand Unit w i t h i n the f i e l d U n i t Area. P a r t i c i p a 

t i o n i n each Sand Unit i s based on productive a c r e - f e e t of 

the horizon u n d e r l y i n g each t r a c t . A l l of the fee ownership 

has been advised of our i n t e n t i o n s and have approved the formula 

f o r p a r t i c i p a t i o n , and the State Land Commission O f f i c e has 

given t e n t a t i v e approval. 

Reference to E x h i b i t "A" i n the Agreement w i l l give the 

d e s c r i p t i o n s of the 1,436.77 acres of land covered by the four 

base leases making up the proposed Hospah F i e l d Unit Area. 

This area i s i n d i c a t e d on E x h i b i t "BM attached to the U n i t i z a 

t i o n Agreement. E x h i b i t s "C" and "D" of the U n i t i z a t i o n 

Agreement are p l a t s of the proposed 511.32-acre Hospah Sand 

Unit and of the 293.89-acre Seven Lakes Sand Un i t . The terms 

of the U n i t i z a t i o n Agreement provide f o r enlargement of the 

Sand Unit Area, should subsequent development warrant such 

a c t i o n . E x h i b i t s " E - l " and "E-2" of the U n i t i z a t i o n Agree

ment are the i n d i v i d u a l t r a c t f a c t o r s f o r the Sand Uni t s i n 

volved. These t r a c t f a c t o r s were determined by p l a n i m e t e r i n g 

the gross sand isopach maps ( E x h i b i t s "C" and "D") of the 

Seven Lakes and Hospah horizons prepared by the Engineering 

and Consulting Department of Core La b o r a t o r i e s , Inc. 

To insure maximum recovery, prevent waste, and p r o t e c t 

the c o r r e l a t i v e r i g h t s of a l l p a r t i e s , i t i s requested t h a t 
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the Commission approve the Hospah Field Unit and the forma

t i o n of a Seven Lakes Sand Unit and of a Hospah Sand Unit 

w i t h i n the f i e l d Unit Area. 

Permission to conduct secondary-recovery operation i n 

the two horizons w i l l be requested under Case No. 3132. 
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BOOK 50 PACE 102 UNIT AGREEMENT 

FOR THE D E V E L O P M E N T AND O P E R A T I O N 

OF THE 

HOSPAH UNIT A R E A 

COUNTY OF M c K I N L E Y 

STATE OF NEW MEXICO 

I N D E X 

SECTION -

1 Enabl ing A c t and Regulations 

2 Def in i t ions 

3 Exhib i t s 

4 Expansion c l U~i t Area. 

5 ' Un i t i zed Land and Uni t ized Subs.. :ces 

6 Uni t Operator 

7 Resignation or Removal of Uni t Opera tor 

8 Successor Uni t Operator 

9 Account ing "Provisions and Uni t Operat ing Agreement 

10 Rights and Obligations of Un i t Operator 

11 Plan of Fu r the r Development and Opera t ion 

12 P a r t i c i p a t i o n 

13 T rac t s Qual i f i ed f o r P a r t i c i p a t i o n 

14 A l l o c a t i o n o l Uni t ized Suos";ar.ces 

15 Balancing of Product ion 

16 Royal ty Settlement 

17 Rental Settlement 

18 Conservat ion 

19 Drainage 

20 Leases and Contracts Conformed and Extended 

< -:••' ATfer Recording Rofurn To 

HINKLE, BONDURANT & CHRISTY 
. BOX JQ — ROSWELL, N. M. 86201 



I N D E X (Continued) 

SECTION 

21 Covenants Run With Land 

22 Ef f ec t i ve Date and T e r m 

23 Appearances 

24 Notices 

25 No Waiver of Cer ta in Rights 

26 Unavoidable Delay 

27 Loss of T i t l e 

28 Nonjoinder and Subsequent Joinder 

29 Counterparts 

30 Taxes 

31 Conf l i c t o f Supervis ion 

32 No Par tne r sh ip 

33 O i l Reservat ion Agreement 

34 Borde r Agreements 
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UNIT A G R E E M E N T 

FOR T H E D E V E L O P M E N T A N D O P E R A T I O N 

HOSPAH UNIT A R E A 

M c K I N L E Y COUNTY, NEW M E X I C O 

THIS A G R E E M E N T entered into as of the f i r s t day of November , 

1964 , by and between the par t ies subscr ib ing , r a t i f y i n g , or 

consenting here to , and h e r e i n r e f e r r e d to as the "par t ies here to , " 

W I T N E S S E T H : 

WHEREAS, the par t ies hereto are the owners of w o r k i n g , roya l ty , or 

other o i l and gas interes ts i n the Uni t A r e a subject to this agreement; and 

WHEREAS, the Commiss ioner of Publ ic Lands of the State of New 

Mexico is author ized by law (Volume 2, Chapter 7, A r t i c l e I I , New Mexico 

Statutes, 1953 Annotated) to consent to and approve the development or opera

t i o n of State lands under agreements made by lessees of State land j o i n t l y or 

severa l ly w i t h other lessees where such agreements provide f o r the uni t 

opera t ion or development of par t of or a l l of any o i l ' o r gas pool , f i e l d or 

area; and 

WHEREAS, the Commiss ione r of Publ ic Lands of the'State of New Mexico 

is author ized by an A c t of the Legis la tu re (Sec. 1, Chap.. 162, Laws of 1951; 

Chap 7, A r t . I I , Sec 4 1 , N . M . Stats. 1953 Annot : ) to amend w i t h the approva l 

of lessee, evidenced by the lessee's execution of such agrement or o the rwise , 

any o i l and gas lease embrac ing State lands so that the length of the t e r m of 

said lease may coincide w i t h the t e r m of such agreements f o r the uni t opera

t i o n and development of pa r t or a l l of any o i l or gas pool , f i e l d or cirea; and 

WHEREAS, the O i l Conservat ion Commiss ion of the State of New Mexico 

is au thor ized by law (Volume 9, P a r t 2, Chapter 65, A r t i c l e 3, New Mexico 

Statutes, 1953 Annotated) to approve th is agreement and the conservat ion 

prov is ions hereof; and 

- 1 -



. • . ' BODK uU ?;z i OZ 

WHEREAS, the par t ies here to hold s u f f i c i e n t in teres ts i n the Hospah. 

Un i t A r e a cover ing land he re ina f t e r descr ibed to give reasonably ef fec t ive 

con t ro l of operations there in ; and 

WHEREAS, i t is the purpose of the par t ies hereto to enable in s t i t u t ion 

and consummation of secondary recovery operat ions, to conserve na tu ra l 

resources , prevent waste and secure other benefi ts obtainable through 

development and opera t ion of the Hospah Uni t subject to th is agreement under 

the t e r m s , conditions and l i m i t a t i o n s he re in s e t . f o r th . 

NOW, T H E R E F O R E , i n considerat ion of the p remises and the p romises 

h e r e i n contained, the par t ies hereto c o m m i t to this agreement the i r respect ive 

in teres ts i n the " U n i t A r e a " and the "Un i t i z ed F o r m a t i o n " l y i n g thereunder 

(as those t e rms are def ined he re ina f t e r ) and agree severa l ly among themselves 

as f o l l o w s ; 

1. E N A B L I N G A C T A N D REGULATIONS. The o i l and gas operat ing 

regulat ions i n e f fec t as of the ef fec t ive date hereof governing d r i l l i n g and 

producing operations not inconsis tent w i t h the terms' sh,ereof or the laws of the 

State of New Mexico are hereby accepted and made a pa r t of th is Agreement . 

2. DEFINITIONS. For the purpose of this agreement, the f o l l o w i n g 

t e r m s and expressions as used h e r e i n sha l l mean: 

(a) " C o m m i s s i o n " means the O i l Conservat ion Commiss ion of 
the State of New Mex ico . 

(b) "Commiss ione r " means the Commiss ioner of Publ ic Lands of 
the State of New Mexico . 

(c) . "Royal ty In te res t" or "Royal ty" means an in te res t other than a 
Work ing In te res t i n or r i g h t to receive a po r t ion of the Uni t i zed Substances 
or the proceeds thereof and includes the roya l ty in te res t r e se rved by the 
lessor by an o i l and gas lease and any o v e r r i d i n g roya l t y in te res t , o i l .payment 
in te res t , net p r o f i t s contract , or any other payment or burden which does not 
c a r r y w i t h i t the r i g h t to' search f o r and produce. Uni t i zed Substances. 

(d) "Royal ty Owner" means the owner of a Royal ty In te res t . 

(e) " T r a c t " means each pa rce l of land descr ibed as such and given 
a T r a c t number i n Exh ib i t A . 

(f) " T r a c t Pa r t i c i pa t i on" means the percentage of Uni t i zed Substances 
al located to a T r a c t under this agreement as shown i n E x h i b i t B . 
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(g) " U n i t A r e a " means the land shown on E x h i b i t B and descr ibed 

by Trac t s i n Exh ib i t A , containing 1,437.27 acres . 

(h) " U n i t Operat ing Agreement" means any agreement or agreements , 
whether one or m o r e , entered into either separately or co l l ec t i ve ly by and be
tween the Unit Operator and the Work ing In te res t Owner s, as p rov ided i n 
Section 9, ACCOUNTING PROVISIONS AND UNIT OPERATING A G R E E V E X T , 
and shal l be s tyled " U n i t Operat ing Agreement f o r the Development and 
Opera t ion of the Hospah Uni t A r e a , County of MeKin ley , State of New M e x i c o . 

(i) " U n i t Pa r t i c ipa t i on" means the sum of a l l T r a c t Pa r t i c ipa t ions 
or por t ions thereof, wh ich a par ty is ent i t led to rece ive . See Exh ib i t s E - i , 
E - 2 a n d E - 3 . 

(j) " U n i t i z e d F o r m a t i o n " means the Seven Lakes and Hospah Gallup 
Fo rma t ions , same being those here tofore established underground r e s e r v o i r s 
encountered i n the d r i l l i n g by Pe t ro leum Products Ref in ing and Producing Co. 
of i t s Hur s t No. 51 w e l l at the depths of approx imate ly 313 feet and I , 533 feet 
respec t ive ly below the K e l l y bushing, which said w e l l is located i n the C of the 
N W / 4 of N E / 4 of Section 1, T - 1 7 - N , R - 9 - W , M e K i n l e y County, New Mex ico . 

(k) "Uni t i zed Substances" means a l l o i l , gas, gaseous substances, 
sulphur contained i n gas, condensate, d i s t i l l a t e and a l l associated and con
st i tuent l i q u i d or l iquef iab le hydrocarbons w i t h i n or produced f r o m the Uni t i zed 
F o r m a t i o n . 

(1) "Vo t ing In teres t" means the r i g h t to search f o r , produce and 
acquire Uni t ized Substances whether held as an incident of ownership of m i n 
e r a l fee s imple t i t l e , under an o i l and gas lease, .or o therwise . 

(m) " W o r k i n g In teres t Owner" means any par ty hereto owning a 
Work ing In teres t , including a c a r r i e d w o r k i n g in te res t owner, holding an i n 
te res t in Uni t ized Substances by v i r tue of a lease, operat ing agreement, fee 
t i t l e or o therwise , which in te res t is chargeable w i t h and obligated to pay or 
bear, e i ther in cash or out of product ion, or o therwise , a l l or a po r t i on cf 
the cost of d r i l l i n g , developing and producing the Uni t ized Substances f r o m 
the Uni t ized F o r m a t i o n and the opera t ion thereof hereunder . The owner of-
o i l and gas r igh t s which are f r e e of lease or other ins t rument conveying the 
Work ing In te res t to another shal l be regarded as a Work ing In te res t Owner 
to the extent of seven-eighths (7/ 8) of his in te res t i n Uni t i zed Substances, 
and as a Royal ty Owner w i t h respect to his r emain ing one-eight l i (1/8) in t e res t 
t he re in . 

3. E X H I B I T S . Attached hereto as E x h i b i t B is a map showing to the 

extent known to Unit Operator , , the Uni t A r e a and the boundaries and iden t i ty 

of T rac t s and leases i n said Uni t A r e a . Attached hereto as E x h i b i t A is E. 

schedule showing to the extent known to Unit Operator the acre age c o m p r i s i n g 

each T r a c t and the ownership of each in te res t owner i n each T r a c t . However , 

nothing h e r e i n or i n said schedule or map shal l be construed as a represen ta 

t ion by any par ty hereto as to the ownership of any in te res t other than such 

in t e re s t or in teres ts as are shown i n said map or schedule as being owned 
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owned by such par ty . At tached hereto as Exhib i t s E - l and E - 2 are 

schedules showing in P a r t I thereof the T r a c t P a r t i c i p a t i o n of each. 

T r a c t i n the Uni t A r e a and i n P a r t I I thereof the Uni t P a r t i c i p a t i o n of 

each Work ing In te res t Owner . Said schedules E - l and E -2 shal l be

come ef fec t ive at 7:00 a. m . on the e f fec t ive date of th is agreement . 

I t is hereby agreed by a l l par t ies to th is agreement that Uni t 

Operator is empowered to c o r r e c t any ma themat i ca l or c l e r i c a l e r r o r s 

which may exis t i n the per t inent exhibi ts to th is agreement; p rov ided , 

however, that c o r r e c t i o n of any e r r o r other than c o r r e c t i o n of a mathe

m a t i c a l or c l e r i c a l e r r o r sha l l be made by Uni t Operator only a f t e r f i r s t 

having obtained approval of Work ing In teres t Owners and the Commiss ione r . 

Exh ib i t s A , B , C, D , E - l and E - 2 shal l be r ev i sed by U n i t Opera tor 

whenever changes render such r e v i s i o n necessary, and at least two 

copies of such r e v i s i o n sha l l be f i l e d w i t h the Commiss ione r . 

4 . EXPANSION OF UNIT A R E A . The above descr ibed Uni t A r e a 

may , when prac t icab le , be expanded to include the re in any addi t iona l t r a c t 

or t rac t s regarded as reasonably necessary o r advisable f o r the purposes 

of this agreement, whenever such expansion is necessary or advisable to 

c o n f o r m w i t h the purposes of this agreement . T r a c t Pa r t i c ipa t ions r e 

sul t ing f r o m such expansion sha l l be on a negotiated basis and, a f t e r agree

ment between the a f fec ted par t ies has been reached, such expansion shal l 

be e f fec ted i n the f o l l o w i n g manner: 

(a) Uni t Opera tor , w i t h concurrence of at least 80 per cent of 

the then Vot ing Interests and a f t e r p r e l i m i n a r y concurrence , the C o m m i s 

sioner and the Commiss ion , sha l l prepare a notice of proposed expansion de

s c r i b i n g the contemplated changes i n the boundaries of the Un i t A r e a , the 

reasons t h e r e f o r , and the proposed e f fec t ive date thereof , p r e f e r a b l y the 

f i r s t day of a month subsequent to the date of not ice . 
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(b) Said notice shall be delivered to the Commissioner and 

the Commission, and copies thereof mailed to the last known address 

of each Working Interest Owner, lessee, and lessor whose interests are 

affected, advising that 30 days wi l l be allowed for submission to the Unit 

Operator of any objections. 

(c) Upon expiration x>£ the 30-day period provided in the 

preceding item (b) hereof, Unit Operator shall file with the Commissioner 

and the Commiss ion evidence of mailing of the notice of expansion and a 

copy of any objections thereto which have been filed with the Unit Opera

tor, together with an application in sufficient number for approval of 

such expansion and with appropriate joinders. % 

(d) After due consideration of a l l pertinent information, the 

expansion shall , upon approval by the Commissioner and the Commission, 

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

In any approved expansion of the Unit A r e a , the revised T r a c t P a r t i 

cipations of those T r a c t s which were committed prior to each such 

expansion shal l remain in the same ratio one to another. 

5. U N I T I Z E D LAND AND U N I T I Z E D S U B S T A N C E S . A l l oil , gas, 

gaseous substances, sulphur contained in gas, condensate, distillate and 

a l l associated and constituent liquid and liquefiable hydrocarbons in the 

lands committed to this agreement are , as to the Seven Lakes and the 

Hospah Gallup Formations, unitized under the terms of this agreement 

(and are herein called Unitized Substances) and said lands shall constitute 

lands re ferred to herein as "unitized land" or "land subject to this agree

ment. " 
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6. UNIT O P E R A T O R . Texstar Petroleum Company is hereby 

designated as the Unit Operator and by signature hereto as Unit Operator 

agrees and consents to accept the duties of Unit Operator for the develop

ment and production of Unitized Substances as herein provided. . Whenever 

reference is made herein to the "Unit Operator," such reference means 

•the Unit Operator acting in that capacity and not as an owner of interest 

in Unitized Substances, and the term "Working Interest Owner" when 

used herein shall include -or refer to Unit Operator ia-s the owner of a 

Working Interest when such interest is owned by it. 

• 7. R E S I G N A T I O N OR R E M O V A L O F UNIT O P E R A T O R . Unit 

Operator shall have the right to resign at any time, but such resignation 

shall not become effective so as to release Unit Operator from the duties 

and obligations of Unit Operator and terminate Unit Operator's rights as 

such for a period of 6 months after notice of intention to resign has been 

served by Unit Operator on a l l Working Interest Owners and the Commis 

sioner and the Commission, and until a l l wells then dril led hereunder are 

placed in satisfactory condition for suspension or abandonment, whichever 

i s required by the Commission as to State Lands, unless a new Unit Operator 

shall have been selected and approved and shall have taken over and assumed 

the duties and obligations of Unit Operator prior to the expiration of said 

period. 

The resignation of Unit Operator shall not release Unit Operator from 

any liability or default by it hereunder occurring prior to the effective date 

of its resignation. 
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The Uni t Opera tor may , upon default or f a i l u r e i n the pe r fo rmance 

of i t s duties or obligations hereunder, be subject to r e m o v a l by a f f i r m a t i v e 

vote of at least 75 per cent of the Vot ing In te res t s . Such r e m o v a l shal l be 

e f fec t ive upon notice thereof to the Commiss ione r . 
* 

I n a l l such instances of res igna t ion or r e m o v a l , u n t i l a successor 

Uni t Opera tor is, selected and approved, as h e r e i n a f t e r provided , the 

Work ing In te res t Owners sha l l be j o i n t l y responsible f o r the pe r fo rmance 

of the duties of Un i t Operator and sha l l , not l a t e r than,. 30 days before such 

res igna t ion or r e m o v a l becomes e f fec t ive , appoint a common agent to represen t 

them i n any act ion to be taken hereunder . 

The res igna t ion or r e m o v a l of Un i t Opera tor under th is agreement shal l 

not t e rmina te i t s r i g h t , t i t l e or in te res t as the owner of a Work ing In te res t 

o r other in teres ts i n Uni t ized Substances, but upon the res igna t ion or r e m o v a l 

of Un i t Opera tor becoming e f fec t ive , such Unit Operator shal l de l ive r posses

sion of a l l equipment, m a t e r i a l s , and appurtenances used i n conducting the 

Uni t operat ions owned by the Work ing In te res t Owners to the new duly q u a l i f i e d 

successor Uni t Opera tor , or to the owner thereof i f no such new Uni t Opera tor 

i s elected, to be used f o r the purpose of conducting Uni t operations hereunder . 

Nothing h e r e i n shal l be construed as au thor iz ing r e m o v a l of any m a t e r i a l , 

equipment and appurtenances needed f o r the p re se rva t ion of any w e l l s . 

8. SUCCESSOR UNIT OPERATOR. Whenever the Uni t Operator sha l l 

tender his or i t s res igna t ion as Uni t Opera tor , or shal l be r emoved as 

hereinabove prov ided , the Work ing In te res t Owners sha l l , by a f f i r m a t i v e 

vote of at least 75 per cent of the Vot ing In te res t s , select a successor U n i t ' 

Opera tor ; p rov ided , however, that should any Work ing In te res t Owner own a 

Vot ing In te res t of more than 25 per cent, the vote of said pa r ty sha l l not 

serve to disapprove the select ion of a new Uni t Opera tor approved by 80 per 

cent or m o r e of the Vot ing Interests of the r ema in ing Work ing In te res t Owners 

and provided , f u r t h e r , that the Uni t Operator sha l l not vote to succeed i t s e l f 

and i ts Vot ing In te res t sha l l not be counted i n a vote concerning i t s r e m o v a l 
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as the Uni t Operator-. Such select ion shal l not become ef fec t ive un t t l 

(a) a Unit Operator so selected shal l accept i n w r i t i n g the duties and r e s 

pons ib i l i t ies of Un i t Operator , and (b) the select ion shal l have been approved 

by the Commiss ione r . I f no successor Unit Operator is selected and q u a l i 

f i e d as he re in provided, the Commiss ioner may, aiNhis e lect ion, declare 

this Unit Agreement t e rmina ted . 

9. ACCOUNTING PROVISIONS AND UNIT OPERATING A G R E E M E N T . 

A l l costs and expenses i n c u r r e d by Uni t Operator i n conducting Uni t operations 

hereunder sha l l be apport ioned among, borne and paid by the Work ing in te res t 

Owners , a l l i n accordance w i t h this agreement and the Uni t Operat ing A g r e e 

ment . The Uni t Operat ing Agreement shal l also provide the manner in which 

the Working Interes t Owners shal l be ent i t led to receive the i r respect ive p r o 

portionate, and al located share of the benefi ts accru ing hereto i n c o n f o r m i t y 

w i t h t he i r under ly ing operat ing agreements, leases, or other independent 

contracts and such other r igh t s and obligations as between Uni t Operator and 

the V/orking In teres t Owners ,as they may agree upon. However, the Uni t 

Operat ing Agreement shall not be deemed ei ther to m o d i f y the t e rms and con

di t ions of this Uni t Agreement or to re l ieve the Uni t Operator o£ any r igh t or 

obl iga t ion established under this Unit Agreement ; i n case of any inconsis tency 

or con f l i c t between the Uni t Agreement and the Uni t Operat ing Agreement , 

this agreement shal l p r e v a i l . One t rue copy of any Uni t Operat ing Agreement 

sha l l be f i l e d w i t h the Commiss ione r . 

10. RIGHTS A N D OBLIGATIONS OF UNIT OPERATOR. Except as o the r 

wise spec i f i c a l l y provided he re in , the exclusive r i g h t , p r i v i l e g e , and duty of 

exe rc i s ing any and a l l r igh t s of the par t ies here to ( including surface r igh t s ) 

which are necessary or convenient f o r the prospect ing f o r , p roducing , s to r ing , 

a l loca t ing , and d i s t r i bu t ing "die Uni t i zed Substances, are hereby granted and 

delegated to and shal l be exerc i sed by tne Uni t Operator as he re in p rov ided . 

Uoon. request t h e r e f o r , acceptable evidence o i t rue to saic r igh t s sha-i be 

deposited w i t h said Uni t Operator and, together w i t h this agreement, sha l l 

constitute and define the r i gh t s , p r i v i l eges , and obligations of Uni t Opera tor . • - 8 -
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Nothing herein, however, shall be construed to transfer title to any land, 

lease, Royalty Interest, operating agreement or communitization agree

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

in its capacity as Unit Operator, shall exercise the rights of possession 

and use vested in the parties hereto only for the purposes herein specified. 

11. P L A N O F F U R T H E R D E V E L O P M E N T AND O P E R A T I O N . Within 

6 months after the effective date of this agreement the Unit Operator w i l l 

begin creating and installing the wells and equipment necessary to the 

proposed peripheral waterflood of the Hospah Gallup sand. Within 2 years 

after the effective date of this agreement the Unit Operator wi l l undertake 

a program to acquire specific information necessary to the proper design 

and installation of fluid injection into the Seven Lakes Sand. Once started, 

each project wi l l be pursued to completion with such diligence as is con

sistent with engineering feasibility and prudent operations. 

12. P A R T I C I P A T I O N . Exhibits E - l and E - 2 show the percentages 

of participation to which each Trac t shall be entitled if a l l Trac t s within 

the Unit A r e a are committed as of the effective date of this agreement (the 

qualifications necessary for inclusion of a T r a c t being set forth in Section 

13 hereof). If less than a l l Trac t s within the Unit A r e a are committed as of 

the effective date pf this agreement, Unit Operator, with approval of the 

Working Interest Owners, as soon as practicable after the effective date of 

this agreement, shall fi le with the Commissioner and the Commission schedules 

of committed Tracts as of said effective date, which said schedules shall be 

designated "Revised Exhibit E - l " and "Revised Exhibit E - 2 " and considered 

for a l l purposes as a part of this agreement. Such revised Exhibits E - l and 

E - 2 shall set forth opposite each such committed T r a c t the revised Trac t 

Participation therefor (which shall be calculated by using the same T r a c t 

factors and formula which were used to arr ive at the T r a c t Participation of 

each T r a c t as set out in Exhibits E - l and E - 2 attached hereto, but applying 

the same only to the committed T r a c t s ) . Such revised Exhibits E - l and E - 2 , 

- 9 -
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unless disapproved by the Commiss ioner and the Commiss ion w i t m n 30 cay_> 

a f t e r f i l i n g , shal l supersede, e f fec t ive as of the e f fec t ive date hereof , tne 

T r a c t Par t i c ipa t ions set f o r t h in Exhib i t s E - l and E -2 attached neroto u n t i i 

a f u r t h e r r e v i s i o n or revis ions thereof is approved by the Commiss ioner 

and the Commiss ion . The T r a c t Par t ic ipa t ions shown on Exh ib i t s E - l anc. 

E - 2 attached here to , or as may be shown on the rev ised Exhib i t s E - I anc E - £ 

as above provided}- sha l l govern the a l loca t ion of Uni t i zed Substances on ana 

a f t e r the e f fec t ive date of this Unit Agreement as set f o r t h i n Section 3 hereot , 

and u n t i l the a l loca t ion schedule is r ev i sed pursuant to this agreement anc 

the r ev i sed T r a c t Par t ic ipa t ions are approved by the Commiss ioner anc. tne 

Commiss ion . 

13. TRACTS Q U A L I F I E D FOR P A R T I C I P A T I O N . F r o m the e f fec t ive 

date hereof , the Trac t s which shall be ent i t led to pa r t i c ipa t ion siiaL. oe tnose 

Trac t s wh ich are descr ibed i n Exh ib i t A and which , at any t i m e , are qua l i f i ed 

as f o l l o w s : 

(a) Each T r a c t as to which Work ing In teres t Owners owing POO per 
cent, of the Work ing In teres t the re in have become par t ies hereto and as tc v/nich 
Royal ty Owners owning 75 per cent or mere of the Royal ty In te res t t he re in have 
become par t ies hereto . 

(b) Each. T r a c t as to which Working In teres t Owners owning 100 .per 
cent of the Work ing In teres t the re in have become par t ies hereto and. as to 
which Royal ty Owners owning less than 75 per cent of the Royal ty In teres t 
t he r e in have become par t ies hereto and, f u r t h e r , as to which: 

(i) A H Work ing In teres t Owners i n any such T r a c t 
have jo ined i n a request f o r the qua l i f i ca t ion of such 
T r a c t , and 

( i i ) 80 per cent of the combined vot ing in te res t s of 
Work ing In teres t Owners i n a i l T rac t s meet ing the r e 
quirements of paragraph (a) hereof have voted i n f avo r 
of qua l i fy ing such T r a c t . 

F o r the purpose of th is paragraph (b), a Work ing In te res t Owner ' s "vot: 
interest" ' shal l be equal to the ra t io (expressed i n per cent) which i ts ag 
gregate Phase I Uni t P a r t i c i p a t i o n i n a l l T rac t s qua l i fy ing under parag 
bears to the to ta l Phase I Uni t Pa r t i c ipa t ion , as shown on Exhib i t s E - l 
3 - 2 of a l l Work ing In teres t Owners i n a l l T rac t s qua l i fy ing under para; 

\C) Eacn T r a c t as to w_~j.cn V7 o rb ing in te res t Owners owning _ess tnan 
100 per cent of the Work ing In teres t the re in have become par t ies here to , r e 
gardless of the. percentage of Royal ty In te res t t he re in which is c o m m i t t e d 
hereto and, f u r t h e r , as to which: 

- 10 -
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(i) The Working Interes t Owner operat ing any such 

T r a c t and a l l "of the other Work ing In te res t Owners in 
such T r a c t who have become par t ies hereto, have jo ined 
i n a request f o r qua l i f i c a t i on of such T r a c t and have 
executed ;.and de l ive red an indemnity agreement i n d e m n i f y 
ing and agreeing to hold ha rmless the other Work ing 
In te res t Owners , the i r successors and assigns, against 
a l l c l a ims and demands which may be made by the owners 
of Work ing Interests i n such T r a c t who are not par t ies 
hereto and which a r i se out of the qua l i f i ca t ion o f ^ u c h 
T r a c t ; and 

( i i ) 80 per cent of the combined vot ing in t e res t of 
W o r k i n g In te res t Owners i n a l l T rac t s meet ing the r e 
qui rements of paragraphs (a) and (b) have voted i n f avor 
of the qua l i f i c a t i on of such T r a c t and acceptance of the 
indemni ty agreement . 

For the purpose of this paragraph (c), a Work ing In teres t Owner ' s "vo t ing 
in te res t " shal l be equal to the r a t io (expressed i n per cent) which its ag
gregate Phase I Uni t Pa r t i c i pa t i on i n a l l T rac t s qua l i f y ing under paragraphs 
(a) and (b) bears to the to t a l Phase I Uni t P a r t i c i p a t i o n , as shown on Exh ib i t s 
E - l and E - 2 of a l l Work ing Interes t Owners i n a l l T rac t s q u a l i f y i n g under 
paragraphs (a) and (b). Upon the qua l i f i ca t ion of such a T r a c t , the Uni t 
P a r t i c i p a t i o n which would have been a t t r ibu ted to the nonsubscr ibing owners 
of the Work ing In teres t i n such T r a c t , had they become par t ies to this agree
ment and the Uni t Operat ing Agreement , sha l l be a t t r ibu ted to the Work ing 
In te res t Owners i n such T r a c t who have become par t ies to such agreements , 
i n p r o p o r t i o n to the i r respect ive Working Interes ts i n the T r a c t . 

14.' A L L O C A T I O N OF U N I T I Z E D SUBSTANCES. A l l Un i t i zed Substances 

produced and saved ( less , save and except any pa r t of such Uni t i zed Sub

stances used i n c o n f o r m i t y w i t h good operat ing prac t ices on un i t i zed land 

f o r d r i l l i n g , operat ing, camp and other p roduc t ion or development purposes 

and f o r p ressure maintenance) shal l be apport ioned among and al located to /the 

c o m m i t t e d Trac t s in accordance w i t h the respect ive T r a c t Pa r t i c ipa t ions e f 

fec t ive hereunder dur ing the respect ive per iods such Uni t i zed Substances 

were produced, as. set f o r t h i n the schedule of p a r t i c i p a t i o n i n Exh ib i t s 

E - l and E - 2 . The amount of Uni t i zed Substances so a l located to each c o m 

m i t t e d T r a c t , and only that amount ( regardless of whether i t be m o r e or less 

than the amount of the ac tua l p roduct ion of Uni t i zed Substances f r o m the v / e i i 

o r w e l l s , i f any, on such T r a c t ) , sha l l , f o r a l l in tents , uses and purposes , 

be deemed to have been produced f r o m such T r a c t . 

The Un i t i z ed Substances a l located to each such T r a c t sha l l be d i s t r i b u t e d 

a 

among, or accounted f o r to , the par t ies execut ing, consenting to o r r a t i f y i n g 

- 11 -



this agreement ent i t led to share i n the product ion f r o m such T r act in tne 

same manner, i n the same propor t ions , and upon the same condit ions, as 

they would have par t i c ipa ted and shared i n the product ion f r o m such T r a c t , 

or i n the proceeds thereof , had this agreement not been entered in to , and 

w i t h the same lega l f o r c e and e f fec t . I t is hereby agreed that product ion 

of Uni t i zed Substances f r o m any such commi t t ed T r a c t sha l l be a l located 

as provided he re in regardless of whether o i l or gas is being produced f r o m 

any pa r t i cu l a r T r a c t commi t t ed here to . I f the Work ing Interests or the 

Royal ty Interes t^ i n any T r a c t are d iv ided w i t h respect to separate parcels 

or por t ions of such T r a c t and owned severa l ly by d i f f e r e n t persons, the 

T r a c t P a r t i c i p a t i o n of such T r a c t sha l l , i n the absence of a recordable i n 

s t rument among a l l owners f i x i n g the d i v i s i o n of ownership , be d iv ided among 

a l l owners f i x i n g the d i v i s i o n of ownership , be d iv ided among such parcels or 

por t ions i n p r o p o r t i o n to the number of surface acres i n each. 

15. B A L A N C I N G O F PRODUCTION. Un i t Opera tor shal l make a proper 

and t i m e l y gauge of a l l lease and other tanks located on each commi t t ed T r a c t 

i n o rde r to ascer ta in the amount of merchantable o i l i n such tanks, above the 

pipe l ine connections, as of 7:00 a . m . on the e f fec t ive date hereof . A l l 

Un i t i zed Substances which are a pa r t of the p r i o r al lowable of the w e l l or we l l s 

f r o m which the same were ,produced shal l be and r e m a i n the p rope r ty of the 

W o r k i n g In te res t Owners ent i t led thereto as i f the Uni t had not been f o r m e d 

* 

and such Work ing In teres t Owners shal l p r o m p t l y remove same. Any such 

Uni t i zed Substances not so removed may be sold by the Uni t Operator f o r the 

account of such Work ing In teres t Owners , subject to the payment of a l l r oya l t y 

to Royal ty Owners under the t e r m s and provis ions of the applicable lease or 

leases and other cont rac ts . A l l such Uni t i zed Substances which are i n excess 

of the p r i o r al lowable of the w e l l or wel l s f r o m which the same were produced 

sha l l be regarded and t rea ted the same as Uni t ized Substances produced £*£ter 

the e f fec t ive date hereof . I f , as of the e f fec t ive date hereof , any T r a c t is 

over -produced w i t h respect to the a l lowable of the w e l l or we l l s on that T r a c t 

and the amount of such ove r -p roduc t ion has been sold or o therwise disposed of, 

- 12 -
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such ove r -p roduc t ion shal l be regarded and included as a par t of the 

Unitized Substances produced after the effective date hereof and the 

amount thereof charged to such T r a c t as having been delivered to the 

persons entitled to Unitized Substances allocated to such T r a c t . 

16. R O Y A L T Y S E T T L E M E N T . The State of New Mexico and a l l 

Royalty Owners.who, under existing contracts, are entitled to take in kind 

a share of the Unitized Substances produced from any committed T r a c t , 

shall hereafter be entitled to take in kind their share of the Unitized 

Substances allocated to such Tract , and Unit Operator shall make de

l iver ies of such Royalty share taken in kind in conformity with the ap

plicable contracts, laws and regulations. Settlement for Royalty Interests 

not taken in kind shall be made by Working Interest Owners responsible 

therefor under existing contracts, laws and regulations, on or before the 

last day of each month for Unitized Substances produced during the pre

ceding calendar month; provided, however, that nothing herein contained 

shall operate to relieve the lessees of any land from their respective lease 

obligations for the payment of any royalties due under their leases except 

that said royalties shall be computed in accordance with the terms of this 

agreement. 

I f gas obtained f r o m lands not subject to this agreement i s in t roduced into 

the Uni t ized F o r m a t i o n f o r use i n pressure maintenance, s t imu la t i on of p r o 

duct ion, o r inc reas ing u l t ima te r ecovery , which sha l l be in c o n f o r m i t y w i t h 

a plan f i r s t approved by the Commiss ioner and the Commiss ion , a l ike amount 

of gas, less appropr ia te deductions f o r loss f r o m any cause, may be w i t h 

drawn f r o m the f o r m a t i o n into which the gas was in t roduced, r oya l t y f r e e as 

to d ry gas, but not as to the products ext rac ted t h e r e f r o m ; provided that such 

w i t h d r a w a l sha l l be pursuant to such conditions and f o r m u l a e as may be p r e 

sc r ibed or approved by the Commiss ioner ; p rov ided f u r t h e r , that such r i gh t of 

w i t h d r a w a l sha l l t e rmina te on the t e r m i n a t i o n of th is agreement . I f l i que f i ed 

pe t ro l eum gases obtained f r o m lands or f o r m a t i o n s not subject to th is agree

ment be in jec ted into the Uni t i zed F o r m a t i o n f o r the purpose of inc reas ing 
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proved by the Commissioner, part or a l l of such liquefied petroleum gases 

may be withdrawn royalty free pursuant to such conditions and formulae as 

may be prescribed or approved by the Commissioner. 

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

the basis of a l l Unitized Substances allocated to such lands. 

17. R E N T A L S E T T L E M E N T . Rentals on State of New Mexico lands 

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

leases , or may be reduced or suspended under order of the Commissioner 

pursuant to applicable laws and regulations. 

18. C O N S E R V A T I O N . Operations hereunder and production of Unitized 

Substances shall be conducted so as to provide for the most economical and 

efficient recovery of such substances to prevent waste as defined by State 

laws or regulations. 

19- D R A I N A G E . Unit Operator shall take appropriate and adequate 

measures to prevent drainage of Unitized Substances from the committed 

Trac t s by wells on land not subject to this agreement, or, with consent of the 

Commissioner and pursuant to applicable regulations, pay a fair and reasonable 

compensatory royalty as determined by the Commissioner. 

20. LEASES AND CONTRACTS CONFORMED AND E X T E N D E D . The 

t e r m s , c o n d i t i o ^ and provis ions of a l l leases, subleases, and other contracts 

« 

r e l a t i n g to explora t ion , d r i l l i n g , development, or opera t ion f o r o i l , gas, gaseous 

substances, sulphur contained i n gas, condensate, d i s t i l l a t e and a l l associated 

and consti tuent l i q u i d or l iquef iable hydrocarbons i n the under lands c o m m i t t e d 

to this agreement are hereby express ly m o d i f i e d and amended to the extent 

necessary to make the same c o n f o r m to the p rov is ions hereof , but o therwise 

to r e m a i n i n f u l l f o r c e and e f fec t ; and the par t ies hereto hereby consent that 

the Commiss ioner as to State leases sha l l by his approva l hereof , or by the 

approva l hereof by h i s duly author ized representa t ive , does hereby es tabl ish , 

a l t e r , change or revoke the d r i l l i n g , p roducing , r en t a l , m i n i m u m roya l t y and 
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roya l ty requi rements of State leases commi t t ed here to and the regulat ions 

i n respect thereto to c o n f o r m sa id requi rements to the p rov is ions of this 

agreement, and wi thout l i m i t i n g the general i ty of the fo rego ing , a l l leases, 

subleases, and contracts are p a r t i c u l a r l y m o d i f i e d i n accordance w i t h the 

f o l l o w i n g : 

(a) The development and opera t ion of lands subject to this agreement 
under the t e rms Hereof sha l l be deemed f u l l pe r fo rmance of a l l obligat ions f o r 
development and Operation w i t h respect to each and every par t or separately 
owned T r a c t commi t t ed to this agreement, regardless of whether there is any 
development of any pa r t i cu l a r pa r t of or T r a c t of un i t ized land, no twi ths tand
ing anything to the con t ra ry i n any lease, operat ing agreement or other con 
t r a c t by and between the par t ies here to , or t he i r respect ive predecessors 
in te res t , or any of t hem. 

m 

(b) D r i l l i n g and producing operations p e r f o r m e d hereunder upon any 
T r a c t of un i t ized land w i l l be accepted and deemed to be p e r f o r m e d upon and 
f o r the benef i t of each and every T r a c t of un i t i zed land; and no lease sha l l be 
deemed to exp i re by reason of f a i l u r e to d r i l l or produce we l l s situated on the 
land the re in embraced. 

(c) Suspension of d r i l l i n g or producing operations on a l l uni t ized 
lands pursuant to d i r e c t i o n or consent of the Commiss ioner shal l be deemed 
to consti tute such suspension pursuant to such d i r e c t i o n o r consent as to each 
and every T r a c t qf un i t ized land. 

(d) Each lease, sublease, or contract r e l a t i ng to the exp lora t ion , 
d r i l l i n g , development or opera t ion f o r o i l , gas, gaseous substances, sulphur 
contained i n gas,/condensate, d i s t i l l a t e and a l l associated and consti tuent 
l i q u i d or l iquefiajale hydrocarbons i n and under lands, other than those of the 
United States, i n lands commi t t ed to th is agreement, wh ich by i ts t e r m s m i g h t 
expire p r i o r to the t e r m i n a t i o n of th is agreement, is hereby extended beyond 
any such t e r m sofprovided the re in so that i t sha l l be continued in f u l l f o r c e 
and e f fec t f o r and dur ing the t e r m of th is agreement, as to the land c o m m i t t e d 
so long as such lease remains subject here to . 

(e) Any lease embrac ing lands of the State of New Mexico having only 
a po r t i on of i t s lands commi t t ed hereto shal l be segregated as to the po r t i on 
c o m m i t t e d and as to the po r t ion not commi t t ed and the t e r m s of such lease 
sha l l apply separately as to such segregated por t ions commencing as of the e f 
fec t ive date hereof . Notwithstanding any of the prov is ions of this agreement 
to the con t r a ry , any lease embrac ing lands of the State of New Mexico having 
only a po r t i on of i t s lands commi t t ed here to shal l continue i n f u l l fo rce and 
e f fec t beyond the t e r m provided the re in as to a l l lands embraced in such lease, 
i f Un i t i zed Substances are d iscovered and are capable of being produced i n 
paying quanti t ies f r o m some par t of the lands embraced i n such lease c o m m i t t e d 
to this agreement at the exp i ra t ion of the secondary t e r m of such lease; or i f , 
at the exp i r a t i on of the secondary t e r m , the lessee or the Uni t Operator is 
then engaged i n bona f ide d r i l l i n g or r e w o r k i n g operations on some par t of the 
lands embraced the re in , any such lease sha l l r e m a i n i n f u l l fo rce and e f f ec t 
so long as such operations are being d i l i gen t l y prosecuted, and i f they r e su l t 
i n the p roduc t ion of Uni t i zed Substances, said lease sha l l continue i n f u l l f o r c e 
and e f fec t as to a l l of the lands embraced the re in , so long the rea f t e r as U n i t 
ized Substances are produced i n paying quanti t ies f r o m any por t ion of said 
lands. 
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2 1 . COVENANTS R U N W I T H L A N D . The covenants h e r e i n sha l l be 

construed to be covenants running w i t h the land w i t h respect to the in te res t s 

of the par t ies hereto and the i r successors i n in te res t u n t i l this agreement 

t e rmina tes , and any grant , t r an s f e r , o r conveyance of in t e res t i n land or 

leases subject hereto Bhall be and hereby is condit ioned upon the assump

t ion of a l l p r iv i l eges and obligations hereunder by the grantee, t r ans fe ree , 

o r other successor i n in t e res t . No assignment or t r a n s f e r of any Working 

In te res t subject here to sha l l be binding upon Uni t Opera tor u n t i l the f i r s t day 

of the calendar month a f t e r Unit Operator is f u r n i s h e d w i t h the o r i g i n a l , 

photostatic o r c e r t i f i e d copy of the ins t rument of t r a n s f e r ; and no ass ign-

ment or t r a n s f e r of any Royal ty In te res t shal l be binding upon the Work ing 

In te res t Owner responsible the re for u n t i l the f i r s t day of the calendar month 

a f t e r said Work ing In te res t Owner is f u r n i s h e d w i t h the o r i g i n a l , photostat ic 

o r c e r t i f i e d copy of the ins t rument of t r a n s f e r . 

22. E F F E C T I V E D A T E A N D T E R M ; This agreement shal l become 

binding upon each par ty who executes o r r a t i f i e s i t as of the date of execut ion 

o r r a t i f i c a t i o n by such pa r ty and shal l become e f fec t ive as of 7:00 o ' c lock 

a . m . of the f i r s t day of the calendar month next f o l l o w i n g the approva l by 

the Commiss ione r . 

There mus t be an execut ion or r a t i f i c a t i o n of th is agreement and the Uni t 

Operat ing Agreement by Work ing Interes t Owners owning a combined Secondary 

Phase Uni t P a r t i c i p a t i o n of at least 80 per cent, and the execution or r a t i f i c a t i o n 

of the agreement by Royal ty Owners owning a combined in t e res t of at leas t 65 

per cent of the Royal ty In teres t , i n said Uni t A r e a . 

There mus t be f i l e d at least one counterpar t of th is agreement f o r r e c o r d 

i n the o f f i ce of the County C l e r k of MeKin ley County, New Mex ico , by the U n i t 

Opera to r . 

Uni t Opera tor sha l l , w i t h i n t h i r t y (30) days a f t e r the e f fec t ive date of th is 

agreement , f i l e f o r r e c o r d i n the o f f i ce where a counterpar t of th is agreement 

is r eco rded , a c e r t i f i c a t e to the e f fec t that th i s agreement became e f f ec t ive 

accord ing to i t s t e r m s and s ta t ing f u r t h e r the e f fec t ive date. 



The t e r m of this agreement shal l be f o r and du r ing the t ime that 

Uni t i zed Substances are produced in paying quantit ies f r o m the Unit A r e a 

and so long the rea f t e r as d r i l l i n g , r e w o r k i n g or other operations ( inc luding 

secondary r ecove ry operations) are prosecuted thereon wi thout cessat ion 

of m o r e than ninety (90) consecutive days, unless sooner t e rmina ted by 

Work ing In te res t Owners i n the manner he re ina f t e r p rov ided . 

This agreement may be t e rmina ted w i t h the approval of the Land C o m 

m i s s i o n e r and the Working In teres t Owners owning 75 per cent Unit P a r t i 

c ipa t ion whenever such Work ing In te res t Owners de termine that Uni t 

operations are no longer p ro f i t ab l e , feasible or i n the in te res t of conserva

t i o n . Notice of any such t e r m i n a t i o n shal l be given by Uni t Operator to a l l 

par t ies here to . 

Upon t e r m i n a t i o n of this agreement, the f u r t h e r development and opera

t ion of the Uni t A r e a as a Uni t shal l be abandoned, Uni t operations sha l l 

cease, and the rea f t e r the par t ies hereto sha l l be governed by the t e r m s and 

provis ions of the leases and'contracts a f fec t ing the separate t r a c t s j u s t as 

i f this agreement,had never been entered in to . 

I f not o therwise covered by the leases un i t i zed under th is agreement, 

Royal ty Owners hereby grant Work ing In te res t Owners a pe r iod of s ix months 

a f t e r t e r m i n a t i o n of this agreement i n which to salvage, s e l l , d i s t r ibu te or 

o therwise dispose of the personal p rope r ty and f a c i l i t i e s used i n connection 

w i t h Uni t operat ions . 

23. A P P E A R A N C E S . Uni t Operator sha l l , a f t e r notice to other par t ies 

a f fec ted , have the r i g h t to appear f o r or on behalf of any and a l l in te res t s a f 

fec ted hereby before the Commiss ion and to appeal f r o m orders issued under 

the regulat ions of said Commiss ion or to apply f o r r e l i e f f r o m any of said 

regula t ions or i n any proceedings r e l a t ive to operations before the C o m m i s s i o n , 

o r other l ega l ly const i tuted au thor i ty ; p rov ided , however , that any other i n 

te res ted par ty sha l l also have the r i g h t at h is or i t s own expense to be hea rd 

i n any such proceeding. 

- 17 -



rn 4 OA 

24. NOTICES. A l l notices, demands, object ions <§r'u statements ""re

qu i r ed hereunder to be given or rendered to the par t ies here to sha l l be 

deemed f u l l y given i f made in w r i t i n g and persona l ly de l ive red to the par ty 

or par t ies at t he i r respect ive addresses set f o r t h i n connection w i t h the 

signatures hereto or to the r a t i f i c a t i o n or consent hereof or to such other 

address as any such pa r ty may have fu rn i shed i n w r i t i n g to par ty sending 

the notice,, demand or statement. 

25. NO WAIVER O F C E R T A I N RIGHTS. Nothing i n this agreement 

contained shal l be construed as a waiver by and par ty hereto of the r i g h t to 

asser t any l ega l or cons t i tu t ional r i gh t or defense as to the v a l i d i t y or i n -

v a l i d i t y of any law of the State of New Mexico , o r regulat ions issued t he r e 

under i n any way a f f ec t ing such par ty , or as a wa ive r by any such par ty of 

any r i g h t beyond h is or i ts au thor i ty to waive . 

26. U N A V O I D A B L E D E L A Y . A l l obligations under this agreement r e 

q u i r i n g the Uni t Operator to commence or continue d r i l l i n g or to operate on 

or to produce Uni t i zed Substances f r o m any of the lands subject to th is agree -

ment sha l l be suspended wh i l e , but only so long as, the Un i t Opera tor , de

spite the exercise of due care and d i l igence , is prevented f r o m comply ing 

w i t h such obl igat ions , i n whole or i n pa r t , by s t r i kes , acts of God, Fede ra l , 

State, or m u n i c i p a l l aw or agencies, unavoidable accidents , uncont ro l lab le 

delays i n t r anspor ta t ion , i n a b i l i t y to obtain necessary m a t e r i a l s i n open 

m a r k e t , or other ma t t e r s beyond the reasonable c o n t r o l of the Uni t Opera tor 

whether s i m i l a r to mat te r s he re in enumerated or not. 

27. LOSS OF T I T L E . I f any T r a c t of un i t i zed land ceases to have 

su f f i c i en t Work ing In teres t or Royal ty In te res t c o m m i t t e d to th is agreement 

to meet the conditions of Section 13 because of f a i l u r e of t i t l e to any par ty 

here to , such T r a c t sha l l be regarded as not c o m m i t t e d here to as of 7:00 a. m . 

on the f i r s t day of the calendar month i n which such f a i l u r e of t i t l e is f i n a l l y 

de te rmined ; p rov ided/ however , that no such T r a c t sha l l be so regarded i f 

i . i 
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same can be r equa l i f i ed under said Section 13 w i t h i n ninety (90) days 

a f t e r the date on which such t i t l e f a i l u r e was f i n a l l y de te rmined . I f any such 

T r a c t cannot be so r e q u a l i f i e d , Uni t Operator sha l l recompute the T r a c t 

Pa r t i c i pa t i on of each T r a c t of uni t ized land r ema in ing subject to th is ag ree 

ment so that such T r a c t Par t ic ipa t ions shal l r e m a i n i n the same r a t i o one 

to another. The rea f t e r , Uni t Operator shal l rev ise Exh ib i t s E - l , E -2 and 

E-3 conformably w i t h such re computat ion. Each such rev i sed exhib i t sha l l 

be e f fec t ive at 7:00 a . m . oh the f i r s t day of the calendar month i n which 

such f a i l u r e of t i t l e i s f i n a l l y de te rmined . 

I f t i t l e to a Work ing In teres t f a i l s , the r igh t s and obligations of W o r k i n g 

In te res t Owners by reason of such f a i l u r e shal l be governed by the Uni t 

Operat ing Agreement . I f t i t l e to a Royal ty In te res t f a i l s , but the T r a c t to 

which i t re la tes remains commi t t ed to th is agreement, the Royal ty Owner 

whose t i t l e f a i l e d sha l l not be ent i t led to par t ic ipa te hereunder insofa r as i t s 

pa r t i c ipa t i on is based on such los t Royal ty In te res t . 

I n the event of a dispute as to the t i t l e to any Work ing or Royal ty In te res t , 

o r other in t e res t subject hereto , payment or de l ive ry on account thereof may 

be wi thhe ld wi thout l i a b i l i t y or in te res t u n t i l the dispute i s f i n a l l y sett led; 

p rovided , that as to State land or leases, no payments of funds due the State 

of New Mexico shal l be wi thhe ld , such funds of the State shal l be deposited as 

d i r ec t ed by the Commiss ione r , a l l to be held as unearned money pending f i n a l 

set t lement of the t i t l e dispute and then applied as earned or r e tu rned in ac

cordance w i t h such f i n a l set t lement . 

Uni t Opera tor , as such, is r e l i eved f r o m any r e spons ib i l i t y f o r any de

f e c t or f a i l u r e of t i t l e hereunder . 

28. NONJOINDER A N D SUBSEQUENT JOINDER. Any o i l or gas i n t e r e s t 

w i t h i n the Un i t A r e a not commi t t ed hereto p r i o r to the e f fec t ive date of this 

agreement may the rea f t e r be commi t t ed , upon compliance w i t h the appl icable 

prov is ions of this Section 30 and of Section 13 (TRACTS Q U A L I F I E D FOB. 

P A R T I C I P A T I O N ) by the owner or owners thereof subscr ib ing or consenting 
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to this agreementfand, i f such uncommitted interest is a working interest, 

by the owner of such interest also subscribing to the Unit Operating Agreement. 

Such right of!joinder subsequent to the effective date hereof shall be sub

ject to such requirements or approvals and shall be upon such terms and 

conditions as may be agreed to by at least 65 per cent of the then Voting In ter -
l 

ests of the Working Interest Owners, and approval by the Commisaioner, wi th 

appropriate revisions of Exhibits E- l .and E-2, effective as of 7:00 a .m . 

on the f i rs t 'day of the calendar month next following such agreement by tae 

Working Interest Owners.'. 

Af t e r f ina l approval of*this agreement, joinder by a non-working interest 

owner must be consented to in wri t ing by the Working Interest Owners com

mitted hereto and responsible for the payment of any benefits which may 

accrue hereunder in behalf of such non-working interest. 

29. COUNTERPARTS. This agreement may be executed in any number 

of counterparts, no one of which needs to be executed by a l l parties, or i t may 

be ra t i f ied or consented to by separate instrument i n wr i t ing specifically r e 

f e r r i n g hereto and shall be binding upon a l l those parties who have executed 

such a counterpart, ra t i f icat ion, or consent hereto with the same force and 

effect as i f a l l such parties had signed the same document and re gar dies.; of 

whether or not i t is executed by a l l other parties owning or claiming an interest 

i n the lands within the above described Unit Area. 

30. TAXES. The Working Interest Owners shall render and pay for 

their account and the account of the Royalty Owners a l l valid taxes on or 

measured by the Unitized Substances in and under or that may be produced, 

gathered and sold f r o m the land subject to this agreement after the effective 

date of this agreement, or upon the proceeds or net proceeds derived there

f r o m . The Working Interest'Owners in each Tract may charge the proper 

proportion of said taxes to the Royalty Owners having interests in said Tract , 

and may currently retain and deduct sufficient of the Unitized Substances or 

derivative products, or net proceeds thereof, f r o m the allocated share of each 

Royalty Owner to secure reimbursement for the taxes so paid. No such taxes 
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sha l l be charged to the State of New Mexico or to any lessor who has a 

contract w i t h h is lessee which requi res the lessee to pay such taxes. 

In o rde r to .avoid t i t l e f a i l u r e s wh ich migh t inc iden ta l ly cause the t i t l e 

to a Work ing In teres t or Royal ty In te res t to f a i l , the owners of (1) the surface 

r igh t s to each commi t t ed T r a c t , (2) severed m i n e r a l or r oya l t y in t e res t i n 

said Trac t s and improvements located on said T rac t s not u t i l i z e d f o r Uni t 

Operat ions sha l l i nd iv idua l ly be responsible f o r the r end i t i on and assessment, 

f o r ad v a l o r e m tax purposes, of a l l such p rope r ty , and f o r the payment of 

such taxes, except as o therwise provided i n any contrac t or agreement be

tween such owners and a Work ing In teres t Owner o r Owners . I f any ad 

v a l o r e m taxes are not paid by such owner responsible t he r e fo r when due, 

Uni t Opera tor may , at any t ime p r i o r to tax sale, pay the same, redeem 

such p rope r ty and discharge such tax l iens as may ar i se through nonpayment. 

I n the event Uni t Opera tor makes any such payment or redeems any, such 

p rope r ty f r o m tax sale, Uni t Operator shal l be r e i m b u r s e d t he r e fo r by the 

Work ing In te res t Owners i n p ropor t i on to the i r respect ive Uni t Pa r t i c ipa t ions 

then i n e f fec t , and Unit Operator shal l wi thho ld f r o m any proceeds de r ived 

f r o m the sale of Uni t ized Substances o therwise due to said delinquent t ax 

payer or taxpayers an amount su f f i c i en t to de f r ay the costs of such payment 

or redempt ion , such wi thholding to be d i s t r i bu ted among the Work ing In te res t 

Owners i n p ropo r t i on to their* respect ive contr ibut ions t o w a r d such payment 

or redempt ion . Such withholding shal l be wi thout p re jud ice to any other r emedy , 

e i ther at law or i n equity, whi'ch may be avai lable f o r exercise by the Unic 

Opera tor or by the Work ing In teres t Owners . 

3 1 . C O N F L I C T OF SUPERVISION. Nei ther the Uni t Opera tor nor the 

Work ing In te res t Owners or any of them sha l l be subject to any f o r f e i t u r e , 

t e r m i n a t i o n , or exp i r a t ion of any r igh t s hereunder or under any leases or 

contracts subject here to , or to any penalty or l i a b i l i t y on account of delay or 

f a i l u r e i n whole or i n par t to comply w i t h any applicable p rov is ions thereof to 

the extent that the said Uni t Opera tor , Work ing In te res t Owners , ox* any of 

them are h indered , delayed o r prevented f r o m comply ing t h e r e w i t h by reason 
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of the f a i l u r e of the Uni t Operator to obtain, i n the e x e r c r s V o f dtie^dilr^encV, 

the concurrence of p roper representat ives of the State of New Mexico i n and 

about any mat te r s or things concerning which i t is r equ i r ed he re in that such 

concurrence be obtained. The par t ies here to , inc luding the Commiss ion , 

agree that a l l powers and au thor i ty vested i n the C o m m i s s i o n i n and by any 

provis ions of this contract are vested i n the Commiss ion and sha l l be exerc i sed 

by i t pursuant to the provis ions of the laws of the State of New Mexico and sub

jec t , i n any case, to appeal or j u d i c i a l rev iew as may now or he rea f t e r be 

provided by the laws of the State of New Mex ico . 

32. NO PARTNERSHIP. I t is express ly agreed that the r e l a t i o n of the 

par t ies here to is that of independent cont rac tors and nothing i n this agreement 

contained, express o r i m p l i e d , or any operations conducted hereunder , shal l 

create or be deemed to have created a par tnersh ip or associa t ion between the 

par t ies here to or any of them. 

33. OIL. RESERVATION A G R E E M E N T . Notwi ths tanding any other p r o 

vis ions of th is agreement to the con t ra ry , each Work ing In teres t Owner r e 

serves unto i t s e l f and express ly excepts f r o m the p rov is ions and e f fec t of this 

agreement, the o i l payment or o i l payments appl icable to the Uni t i zed Substances 

spec i f ied f o r such Work ing In teres t Owner i n the O i l Reserva t ion Agreement 

executed by the Work ing In teres t Owners concur ren t ly h e r e w i t h , subject , 

however , to the provis ions and t e r m s of said O i l Reserva t ion Agreement . I t 

is f u r t h e r understood and agreed, however , that the r i gh t s and in teres ts of 

Royal ty Owners , as set out he re in , shal l i n no manner be a f fec ted or a l t e r ed 

by such reserva t ions and exception by Work ing In te res t Owners or by the p r o 

vis ions and t e rms of said O i l Reserva t ion Agreement . 

34. BORDER A G R E E M E N T S . Subject to the approva l of the Commis s ione r , 

the Uni t Opera tor , w i t h concurrence of 85 per cent of the then Vot ing In teres ts 

of the Work ing In te res t Owners , may enter into a b o r d e r - p r o t e c t i o n agreement 

or agreements w i t h the w o r k i n g in t e res t owners of lands adjacent to the c o m 

m i t t e d T rac t s w i t h respect to the operations i n the borde r are f o r the m a x i m u m 

u l t ima te r ecove ry , conservat ion purposes and proper p ro tec t ion of the par t ies 

i n i n t e r e s t . 
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I N WITNESS WHEREOF, the par t ies hereto have-..caused this agree

ment to be executed as of the date f i r s t above w r i t t e n and have set 

opposite the i r respect ive names the date of execution and the address 

of each of the respect ive executing pa r t i e s . 

UNIT OPERATOR AND WORKING 
INTEREST OWNER 

T E X S T A R P E T R O L E U M COMPANY 

' A T T E S T : 

Date of Signature: 

November .*., 1964 
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I N WITNESS WHEREOF, the par t ies hereto have caused t M s ' a g r e e ^ " 

ment to be executed as of-the date f i r s t above w r i t t e n and have set 

opposite the i r respect ive names the date of execution and the address 

of each of the respective executing parties. 

UNIT O P E R A T O R AND WORKING 
I N T E R E S T OWNER 

T E X S T A R P E T R O L E U M COMPANY 

Date of Signature: 

November 2, 1964 

A T T E S T : 

A 

A s s i s t a n t S e c r e t a r y 

Date of Signature; 

SANTA FE P A C I F I C R A I L R O A D COMPANY 

December 3 . 1964 
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I N WITNESS WHEREOF, the par t ies hereto have caused this agree

ment to be executed as of the date f i r s t above w r i t t e n and have set 

opposite the i r respect ive names the date of execution and the address 

of each of the respect ive executing pa r t i e s . 

UNIT OPERATOR AND WORKING 
INTEREST OWNER 

T E X S T A R P E T R O L E U M COMPANY 

A T T E S T : 

G. M . Andreen , V ice -P re s iden t 

Date of Signature: 

November 2, 1964 

M r s . A n n Espe Die t s 
7017 Edi th Boulevard . M. 12. 
Albuquerque, New Mexico 

Signature: 

Date of Signature: 
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I N WITNESS WHEREOF, the par t ies hereto have caused this agree

ment to be executed as of the date f i r s t above w r i t t e n and have set 

opposite the i r respect ive names the date of execution and the address 

of each of the respect ive executing pa r t i e s . 

UNIT OPERATOR AND WORKING 
INTEREST OWNER 

A T T E S T 

T E X S T A R P E T R O L E U M COMPANY 

G. M . Andreen , V ice -P re s iden t 

Date of Signature: 

November 2 , 1964 

Regina G. Hancock 
4747 F o r man Avenue 
N o r t h Hol lywood, C a l i f o r n i a 

Signature: 

(I 
Date-'of Signature: 

1, 
/lair'/c, nc 
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I N WITNESS WHEREOF, the par t ies hereto have caused this agree-

ment to be executed as of the date f i r s t above w r i t t e n and have set 

opposite the i r respect ive names the date of execution and the address 

of each of the respective executing parties. 

UNIT O P E R A T O R AND WORKING 
I N T E R E S T OWNER 

T E X S T A R P E T R O L E U M COMPANY 

G. M. Andreen, Vice-Pres ident 

Date of Signature: 

Novembe r 2 , 19 64 

C O N S O L I D A T E D P R O D U C T I O N C G R P C R A T I C 

A T T E S T : 

• v • o 
o 

7 T 

1\V 
za 

V;-.^_LDgjte of ^Signature: 
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I N WITNESS WHEREOF, the par t ies hereto have caused this agree-

ment to be executed as of the date f i r s t above w r i t t e n and have set 

opposite the i r respect ive names the date of execution and the address 

of each of the respect ive executing pa r t i e s . 

UNIT OPERATOR AND WORKING 
INTEREST OWNER 

•ATTEST: 

Date of Signature: 

T E X S T A R P E T R O L E U M COMPANY 

G. M. Aadresa, Viee-President 

Novembe r 2 , 19 64 

.rga\et McRae Chapman \ 

Dateof Signature: 

r i y y , n , j <=\ (g. >4 

R . B^fcTay Chapman 

Date Signature: 
7 W. in 196 v 
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I N WITNESS WHEREOF, the par t ies hereto have caused this agree

ment to be executed as of the date f i r s t above w r i t t e n and have set 

opposite t he i r respect ive names the date of execution and the address 

of each of the respect ive executing pa r t i e s . 

UNIT OPERATOR AND WORKING 
INTEREST OWNER 

; s •>->;-: .ATTEST: 

• - . / .V- ^ 

' y •-. ...•** >\___y Secretary 
y i - . ' „ 

T E X S T A R P E T R O L E U M COMPANY 

G. M . Andreen , V ice -Pres iden t 

Date of Signature: 

November £, 1964 

Renee O'Donohue 
60 Lane Place 
A tho rton, California 

Signature: 

Date of Signature: 

• rf- u -7 
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I N WITNESS WHEREOF, the par t ies hereto have caused this agree

ment to be executed as of the date f i r s t above w r i t t e n and have set 

opposite the i r respect ive names the date of execution and the address 

of each of the respect ive executing pa r t i e s . 

UNIT OPERATOR AND WORKING 
INTEREST OWNER 

A T T E S T : 

T E X S T A R P E T R O L E U M COMPANY 

G. M . Andreen* Vice -P re s iden t 

November %, 1964 

M r s . L o l i t a L . Osborne 
360 Ol ive T ree Lane 
S i e r r a M a d r e , C a l i f o r n i a 

Signature 

Date of Signature 

/ 
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I N WITNESS WHEREOF, the par t ies hereto have .caused this agree 

ment to be executed as of the date f i r s t above w r i t t e n and have set 

opposite the i r respect ive names the date of execution and the address 

of each of the respect ive executing pa r t i e s . 

UNIT OPERATOR AND WORKING 
INTEREST OWNER 

'7, 
'••li. T E X S T A R P E T R O L E U M COMPANY 

By 

G. M. Andreen, Vies-President 

Date of Signature: 

November 2, 1964 

Gordon W i l l a r d 
1218 F i f t een th Avenue, W. 
Vancouver, B.C., Canada 

Signature:. 

— * ^ 

Date of Signature: 
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I N WITNESS WHEREOF, the par t ies hereto have caused this agree

ment to be executed as of the date f i r s t above w r i t t e n and have set 

opposite t he i r respect ive names the date of execution and the address 

of each of the respect ive executing pa r t i e s . 

UNIT OPERATOR AND WORKING 
INTEREST OWNER 

T E X S T A R P E T R O L E U M COMPANY 

Date of Signature: 

November 2, 1964 

Date of Signature: 

Date of Signature: 

Trustee f o r the Estate of Rober t 
B . Moran , deceased. 

Edna V. M o r a n 

- 23 -



(Personal Acknowledgment) 

S T A T E OF J 

COUNTY OF 0 

On this the day of , 19 , pe rsona l ly appeared 
before me , to me known to be the person 
who executed the foregoing ins t rument as M i n e r a l Owner, and acknowledged 
that he executed the same as f r e e act and deed. 

I N WITNESS WHEREOF, I have hereunto set m y hand and a f f i x e d m y 
o f f i c i a l seal the day and year i n this c e r t i f i c a t e above w r i t t e n . 

No ta ry Publ ic 

M y Commiss ion Expi res . 

(Acknowledgment by At to rney i n Fact ) 

S T A T E OF } 

COUNTY OF 0 

On this the day of , 19 , pe r sona l ly 

appeared before me to me known to be the person 
who executed the foregoing ins t rument i n behalf of 
^ and acknowledged that he executed the same as the f r e e act 
and deed of said 

I N WITNESS WHEREOF, I have hereunto set m y hand and a f f i x e d m y 
o f f i c i a l seal the day and year i n this c e r t i f i c a t e above w r i t t e n . 

No ta ry Publ ic 

M y Commiss ion Exp i re s ' » 

BOOK 50 PAGE 196 
(Acknowledgment by Corpora t ion) 

S T A T E OF Texas 6 

COUNTY OF Bexar 

On this the 2 n d , day of November 19 64 , pe r sona l ly appeared 
G. M . Andreen to me persona l ly known, who being by 

me duly sworn d id say that he is the Vice -P res iden t of Texs ta r 
P e t r o l e u m Company and that the seal a f f i x e d to the fo rego ing 

in s t rumen t is the corpora te seal of said corpora t ion , and that said i n s t rumen t 
was signed and sealed i n behalf of said co rpora t ion by au thor i ty of i t s board 
of d i r e c t o r s , and said G. M . Andreen acknowledges said 
i n s t rumen t to be the f r e e act and deed of said co rpora t ion . 

I N WITNESS WHEREOF, I have hereunto set m y hand and a f f i x e d m y 
o f f i c i a l seal the day and year i n this c e r t i f i c a t e above w r i t t e n . 

No ta ry Publ ic 

M y Commiss ion Expi res 6 /1 /65 . ^ Htl tK ff. inGiV;ftS 
County, 
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(Acknowledgment by Corporation) 

S T A T E O F Texas j 

! 
COUNTY OF Bexar \ 

On this the 2nd day of November , 19 64 , personal ly 
appeared G. M . Andreen to me personal ly known, 
who being by me duly sworn did say that he is the Vice -P res iden t 
of Texstar Pe t ro l eum Company and that the seal 
a f f i x e d to the foregoing ins t rumen t is the corpora te seal of said co rpora t ion , 
and that said ins t rument was signed and sealed i n behalf of said co rpora t ion by 
au thor i ty of i t s board of d i r e c t o r s , and said G. M . Andreen 
acknowledges said i n s t rumen t to be the f r e e act and deed of said co rpo ra t i on . 

IN WITNESS W H E R E O F , I have hereunto set my hand and affixed my 
official seal the day and year in this certificate above written. 

Notary Public 

HELLM R. lHGX?,i 
Notary Public, Bexar 

My Commission E x p i r e s 6/ 1/65 

STATS' OF ILLINOIS ) 
) ss. 

COUNTY OF COOK ) 

The foregoing instrument was acknowledged before me this 

day of December 19 64 . by J. L. Stephens 

President of the SANTA FE PACIFIC RAILROAD COMPANT,'a corporation organised 

and existing under and by virtue of an Act of Congress approved Karen 3» 

1897,,,on behalf of said corporation. 

: ••'« 3 r A : \ - — ^ Notary" Public / 

^ycomni^siori--expires: 

December. 20, 1964 
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onar Acknowledgment) 

STATE O F ^ ^ ^ _ \ 
T 

C O U N T Y O F / ^ ^ ? / ^ J 

On this the day of / / ^ i t ^ / ^ , l ^ k f ^ , pe r sona l ly appeared 
before me *///<. , t /p .^^y / V ^ V ^ J^c'^^T > to me known to be the person 
who executed the foregoing ins trument ' s Mineral Owner, and acknowledged 
that j> • he executed the same as ^ t ^ i / free act and deed. 

IN WITNESS W H E R E O F , I have hereunto set my hand and affixed my 
official seal the day and year in this certificate above written. 

c ,\ y - .C .. Notary Public £ | 

^My' p<^irm^i''s$ion Expires }*I2*.-C~) 

(Acknowledgment by Attorney in Fact) 

S T A T E O F 

C O U N T Y O F 

On this the day of , 19 , pe rsona l ly 
appeared before me to me known to be the person 
who executed the foregoing instrument in behalf of 

and acknowledged that he executed the same as the free act 
.and deed of said 

IN WITNESS W H E R E O F , I have hereunto set my hand and affixed my 
official seal the day and year. in this certificate above written. 

Notary Public 

My Commission Expires . 

(Acknowledgment by Corporation) 

S T A T E O F Texas J 

COUNTY OF Bexar j 

On this the 2 n d day of November 19 64 t pe rsona l ly appeared 

G. M . Andreen • to me persona l ly known, who being by 
me duly sworn did say that he is the Vice -Pres iden t of Texs ta r 

Pe t ro l eum Company and that the seal a f f i x e d to the foregoing 
ins t rumen t is the corpora te seal of said corpora t ion , and that said in s t rumen t 
was signed and sealed i n behalf of said co rpora t ion by au thor i ty of i t s board 
of d i r e c t o r s , and said G. M . Andreen .acknowledges said 
instrument to be the free act and deed of said corporation. 

IN WITNESS W H E R E O F , I have hereunto set my hand and affixed my 
official seal the day and year in this certificate above written. 

Notary Public 

M y Commiss ion Exp i res W U oi> . Notary Public, Baxar County, Texas 
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(Personal Acknowledgment) 

S T A T E O F , / / / / ^ ^ 
BOOK FAui. 

COUNTY OEX^e ' d t f . f / J f a i 

£ /fey of /4^C -̂/̂ A^ On this the j / ^ / f e y of / ) t ' ~ t ^ r ' U ^ ' ^ / > 19/. pe r sona l ly appeared 
before me^j ;> f ^ - ^ ' \ r f 4 / r f f l ^ j S / t ^ ^ f ' > t o m e known to be the person 
who execute'd^ne foregoing ins t rument as M i n e r a l Owner, and acknowledged 
that 6' he executed the same as ^AsCl f r e e act and deed. 

I N WITNESS WHEREOF, I have hereunto set m y hand and a f f ixed m y 
o f f i c i a l seal the day and year i n this cer t i f ica te /above w r i t t e n . 

GF;-:C!AL SEAL 
GERTRUDE E. WOODWARD 

NOTARY PUrU.lC - CALIFORNIA 
pr..T-:c:?AL OrFiCE IN 

LO:. A^GELES COUNTY 

M y Commiss ion Expi res 

No ta ry Publ ic 

S T A T E OF 

(Acknowledgment by At to rney i n Fact ) 

COUNTY OF 

On this the day of , 19 , personally-
appeared before me to me known to be the person 
who executed the fo rego ing ins t rument i n behalf of 

and acknowledged that he executed the same as the f r e e act 
and deed of said . 

I N WITNESS WHEREOF, I have hereunto set m y hand and a f f i x e d m y 
o f f i c i a l seal the day and year i n this c e r t i f i c a t e above w r i t t e n . 

No ta ry Publ ic 

M y Commiss ion Exp i re s 

S T A T E OF 

(Acknowledgment by Corpora t ion) 

Texas A 

COUNTY OF Bexar 

On this the 2 n d day of November 19 64 , pe rsona l ly appeared 
G. M . Andreen to me persona l ly known, who being by 

me duly sworn d id say that he is the Vice -P res iden t of Texs ta r 
P e t r o l e u m Company and that the seal a f f i x e d to "the foregoing 

in s t rumen t is the corporate seal of said corpora t ion , and that said i n s t rumen t 
was signed and sealed i n behalf of said co rpora t ion by au thor i ty of i t s board 
of d i r e c t o r s , and said G. M . Andreen acknowledges said 
in s t rumen t to be the f r e e act and deed of said co rpora t ion . 

I N WITNESS WHEREOF, I have hereunto set m y hand and a f f i x e d m y 
o f f i c i a l seal the day and year i n this c e r t i f i c a t e above w r i t t e n . 

N o t a r y Pub l i c 

,My . 'Commiss ion Expi res 6/ 1/ 65 
HELEN R. THOMAS 

Notary Public, Bexar County, TU.~ 
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(Acknowledgment by Corporation) 

BOOK 50 PAGE200 

S T A T E O F Texas 

COUNTY O F Bexar 

On this the 2nd 
appeared 

day of November , 1 9 64 , personal ly 

G. M . Andreen to me personal ly known, 
who being by me duly sworn d id say that he is the Vice -P res iden t 
of Texstar Pe t ro l eum Company and that the seal 
affixed to the foregoing instrument is the corporate seal of said corporation, 
and that said instrument was signed and sealed in behalf of said corporation by 
authority of its board of directors, and said G. M. Andreen 
acknowledges said instrument to be the free act and deed of said corporation. 

IN WITNESS W H E R E O F , I have hereunto set my hand and affixed my 
official seal the day and year in this certificate above written. 

Notary Public 

Notary Public, Bexar County, 

My Commission E x p i r e s 6/1/65 

(Acknowledgment by Corporation) 

STATE OF .'••// ; 

COUNTY OF ^Kl >jJ-/c;47.<i 

On this the 
appeared "/):,.-•. 

day of 

who being by me duly sworn-did say that he is the 

19 persona l ly 

to me personal ly known, 

.- A • and that the seal a f f i x e d Of ; , ,• ,, / , y 
to the fo rego ing in s t rumen t is the corporate seal of said co rpora t ion , and that 
said ins t rument was signed and sealed i n behalf of said co rpora t ion by au thor i ty 
of its board of directors , and said -/ C,-.. acknowledges 
said instrument to be the free act and deed of said^cbrporation. 

IN WITNESS W H E R E O F , I have hereunto set my hand and affixed my 
official seal the day and year in this certificate above written. 



(Personal Acknowledgment) n,rr/\'' 
& O U 

S T A T E OF£ 

COUNTY O Y j ' ^ J ^ S ^ J j L ^ ^ . 

On this the Z / 7 day of z ^ S - z ^ ^ - ^ ^ 19_^_>£, persona l ly appeared 
before m ^ j j ^ ^ ^ ^ ^ j j ^ C M s ^ ™ ^ ^ • t o m e known to be the person 
who executed <£ne foregoing in^ruVne^nt asi M i n e r a l Owner, and acknowledged 

\lthat'^Che^executed the same as y&Lc^J^ f r e e act and deed. 
~ ;.'/--.-~^,lN WITNESS WHEREOF, I have hereunto set m y hand and a f f i x e d m y 
,off ieia]^seal the day and year i n this c e r t i f i c a t e above w r i t t e n . 

i y. •N V ^ Notary^Publ ic 
• ELIZABETH A. McGZOUGH 
M y C o m m f t s S ^ E x ^ r r W * a, 1966 

(Acknowledgment by At to rney i n Fac t ) 

S T A T E OF • { 

COUNTY OF \ 

On this the day of , 19 , pe rsona l ly 
appeared before me to me known to be the person 
who executed the foregoing ins t rument i n behalf of 

and acknowledged that he executed the same as the f r e e act 
and deed of said • . 

I N WITNESS WHEREOF, I have hereunto set m y hand and a f f i x e d m y 
o f f i c i a l seal the day and year i n this c e r t i f i c a t e above w r i t t e n . 

No ta ry Publ ic 

M y Commiss ion Exp i re s 

S T A T E OF 

(Acknowledgment by Corpora t ion) 

Texas 0 

COUNTY OF Bexar 

On this the 2 n d day of November 
G. M . Andreen 

( 19 64 j pe r sona l ly appeared 
to me persona l ly known, who being by 

me duly sworn d id say that he is the Vice -P res iden t of Texs ta r 
Pe t ro l eum Company and that the seal a f f i x e d to the foregoing 

in s t rumen t is the corpora te seal of said corpora t ion , and that said i n s t rumen t 
was signed and sealed in behalf of said co rpora t ion by au thor i ty of i ts board 
of d i r e c t o r s , and said G. M . Andreen acknowledges said 
i n s t rumen t to be the f r e e act and deed of said co rpora t ion . 

I N WITNESS WHEREOF, I have hereunto set m y hand and a f f i x e d m y 
o f f i c i a l seal the day and year i n this c e r t i f i c a t e above w r i t t e n . 

.My.VCdnlmission Exp i res 6/ 1/ 65 

No ta ry Publ ic 

Notary Public, Ssxar County, Tsxss 
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(Personal Acknowledgment) 

STATE OF m ^ f ^ f ^ ^ l 

COUNTY OF $ 4 t J f A $ f & > 4 

On this the / 7 day of AJQ £, £ £ j , 19 persona l ly appeared 
before me /^^'/v/'/f^zf Q ; /?c>f\j Q i J £ ' > t o m e known to be the person 
who executed the foregoing ins t rument as M i n e r a l Owner, and acknowledged 
that"^ he executed the same as f r e e act and deed. 
; I N WITNESS WHEREOF, I have hereunto set m y hand and a f f i x e d m y 
'.official seal the day and year in this certificate above written. 

J*' '{,*';• ̂ ;- K. V. CHIARO N l j j 
K ' V ^ I riOTAXY PLiCLIC - CALIFORNIA K „ T . „ , .. 

COUNTY OF SAN MMEO ft Notary Public 

"My Commis sion°*ExpireW COMMISSION sy,"iR~s JMLY \S, 1963 

(Acknowledgment by At to rney i n Fact ) 

STATE OF \ 

COUNTY OF ft 

On this the day of . , 19 , pe r sona l ly 

appeared before me to me known to be the person 
who executed the fo rego ing ins t rumen t i n behalf of 

and acknowledged that he executed the same as the f r e e act 
and deed of said 

I N WITNESS WHEREOF, I have hereunto set m y hand and a f f i x e d m y 
o f f i c i a l seal the day and year i n this c e r t i f i c a t e above w r i t t e n . 

No ta ry Publ ic 

M y Commiss ion Exp i re s . 

(Acknowledgment by Corpora t ion) 

S T A T E OF Texas 0 

COUNTY OF Bexar Q 

On this the 2 n d day of November 19 6 4 , pe rsona l ly appeared 
G. M . Andreen to me persona l ly known, who being by 

me duly sworn d id say that he is the Vice -P res iden t of Texs ta r 
Pe t ro l eum Company and that the seal a f f i x e d to the fo rego ing 

ins t rumen t is the corpora te seal of said corpora t ion , and that said i n s t rumen t 
was signed and sealed i n behalf of said co rpora t ion by au thor i ty of i t s board 
of d i r e c t o r s , and said G. M . Andreen acknowledges said 
i n s t rumen t to be the f r e e act and deed of said co rpora t ion . 

IN WITNESS W H E R E O F , ' I have hereunto set my hand and affixed my 
official seal the day and year in this certificate above written. 

' '. O • 

My Commission Expires 6/1/65 

• • •' , 'o 

No ta ry Pub l i c 

Notary Pub!i Coart>, 
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(Personal Acknowledgment) 

STATE OF( 4 f/^f^.-y ? 7 ; ^ { 
/ 

COUNTY O f e 6 ^ / y ^ ^ j 4 
BOCK 

On this the r̂ c.c> day 
before nxQ,"yy^c. 

{ < — , 19 .""^..personally appeared 
, to me known to be the person 

who executed the foregoing ins t rument as M i n e r a l Owner, and acknowledged 
that he executed the same as -Jc^s- f r e e act and deed. 

. _ I N WITNESS WHEREOF, I have hereunto set m y hand and a f f i x e d m y 
o f f i c i i , seal the day and year i n this c e r t i f i c a t e above w r i t t e n . 

*«*(*' » " * • ' • & '• 
4 - . . . • <? '-

v'<'-<a ,:><2Z 
Notary Public™ 1 

H, Clay Reavis 
i ^ y \ O p , m m i s s i o n E x p i r l 

(Acknowledgment by At to rney i n Fact) 

S T A T E OF 

COUNTY OF 

On this the day of , 19 , pe r sona l ly 
appeared before me to me known to be the person 
who executed the foregoing ins t rument i n behalf of 

and acknowledged that he executed the same as the f r e e act 
and deed of said . 

I N WITNESS WHEREOF, I have hereunto set m y hand and a f f i x e d m y 
o f f i c i a l seal the day and year i n this c e r t i f i c a t e above w r i t t e n . 

No ta ry Publ ic 

M y Commiss ion Exp i res 

S T A T E OF 

(Acknowledgment by Corpora t ion) 

Texas A 

COUNTY OF Bexar 

On th is the 2 n d day of November 19 64 , pe r sona l ly appeared 
G. M . Andreen to me persona l ly known, who being by 

me duly sworn d id say that he is the Vice -P res iden t of Texs ta r 
P e t r o l e u m Company and that the seal a f f i x e d to the fo rego ing 

in s t rumen t is the corporate seal of said corpora t ion , and that said i n s t rumen t 
was signed and sealed i n behalf of said co rpora t ion by au thor i ty of i ts board 
of d i r e c t o r s , and said G. M . Andreen acknowledges said 
i n s t rumen t to be the f r e e act and deed of said co rpora t ion . 

I N WITNESS WHEREOF, I have hereunto set m y hand and a f f i x e d m y 
o f f i c i a l seal the day and year i n this c e r t i f i c a t e above w r i t t e n . 

x -
N o t a r y Pub l i c 

'My Co'^rb-ission Exp i res 6 /1/65 HELEN R. THCKAS 
Notary Public, Bexar County, Texas 
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BO OK 50 r^?3Li Ac 
S-T-A-T-E OF 

Acknowledgment) 

COUNTY OF 0 

On this the 

oetore me 
-h 

day of /. 19 , '"'personally appeared 

, to me known to be the person 
who executed the foregoing ins t rument as M i n e r a l Owner, and acknowledged 
that he executed the same as /,, < f r e e act and deed. 

I N WITNESS WHEREOF, I have hereunto set m y hand and a f f i x e d m y 
o f f i c i a l seal the day and year i n this c e r t i f i c a t e above w r i t t e n . 

M y Commiss ion Expi res 

Nota ry Publ ic ' ' " 
y ' y dNo?a:y Prdf:c hi a:ul \ • -

oi British Coh-uiLl-

(Acknowledgment by At to rney i n Fact ) 

S T A T E OF 

COUNTY OF 

On this the day of , 19 , pe r sona l ly 
appeared before me to me known to be the oerson 
who executed the foregoing ins t rumen t i n behalf of 

and acknowledged that he executed the same as the f r e e act 
and deed of said . 

I N WITNESS WHEREOF, I have hereunto set m y hand and a f f i x e d m y 
o f f i c i a l seal the day and year i n this cer t i f ica te ' above w r i t t e n . 

No ta ry Publ ic 

M y Commiss ion Exp i r e s 

S T A T E OF 

(Acknowledgment by Corpora t ion) 

Texas ft 

COUNTY OF Bexar 

On this the 2 n d 

G. M . Andreen 

day of November 19 6 4 persona l ly appeared 
to me persona l ly known, who being by 

me duly sworn d id say that he is the Vice -Pres iden t of Texs ta r 
P e t r o l e u m Company and that the seal a f f i x e d to the fo rego ing 

in s t rumen t is the corporate seal of said corpora t ion , and that said i n s t rumen t 
was signed and sealed i n behalf of said co rpora t ion by au thor i ty of i t s board 
of d i r e c t o r s , and said G. M . Andreen acknowledges said 
i n s t rumen t to be the f r e e act and deed of said co rpora t ion . 

I N WITNESS WHEREOF, I have hereunto set m y hand and a f f i x e d m y 
o f f i c i a l seal the day and year i n this c e r t i f i c a t e above w r i t t e n . 

: -v :: 

M y Commiss ion Exp i res 

No ta ry Publ ic 

6 /1/65 
HELEN R. THUKAS 

Notary Public, Bexar County, Toxa 
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(Personal Acknowledgment) 

S T A T E OF C A U F O W ^ I 

COUNTY OF Los A^ceLES 0 

On this the day of . .vgy^^ ft£r? > 19dW .'"-.personally appeared 
before me u , : ^ u / , y i ft. TMoft/w STPx'* \A KCRAQ

 t o m e known to be the person-, 
who executed the foregoing ins t rument as M i n e r a l Owner, and acknowledged 
that -r-hgjexecuted the same as y H e ( ^ f r e e act and deed. 

I N WITNESS WHEREOF, I have hereunto set m y hand and a f f i x e d m y 
o f f i c i a l seal the day and year i n this c e r t i f i c a t e above w r i t t e n . 

Notary/j Pub l ic 

M y Commiss ion Exp i res 

S T A T E OF 

COUNTY OF 

On this the 

(Acknowledgment by Attorney in Fact) 

\ 

0 

, 19 day of , pe rsona l ly 
appeared before me to mejcnown to be the person 
who executed the foregoing ins t rument i n bejjal-f—o'i 

and acknowledged tBa-t^~~ne executed the same as the f r e e ac; 
and deed of said — . 

I N WITNESS'WHEREOF, I have hereuh-tQjset m y hand and a f f i x e d m y 
off icj : al^eaT~the day and year i n this c e r t i f i c a t e above w r i t t e n . 

—A,---/.- .. :. ...... 

No ta ry Publ ic 

M y Commiss ion Exp i r e s 

; : - A L o.-

(Acknowledgment by Corpora t ion) 

S T A T E OF Texas 0 

COUNTY OF Bexar Q 

On this the 2 n d day of November 19 6 4 , pe r sona l ly appeared 
G. M . Andreen to me persona l ly known, who being by 

me duly sworn d id say that he is the Vice -Pres iden t of Texs tar 
P e t r o l e u m Company and that the seal a f f i x e d to the foregoing 

ins t rumen t is the corporate seal of said corpora t ion , and that said i n s t rumen t 
was signed and sealed i n behalf of said co rpora t ion by au thor i ty of i t s board 
of d i r e c t o r s , and said G. M . Andreen acknowledges said 
i n s t rumen t to be the f r e e act and deed of said co rpora t ion . 

I N WITNESS WHEREOF, I have hereunto set m y hand and a f f i x e d m y 
o f f i c i a l seal the day and year i n this c e r t i f i c a t e above w r i t t e n . 

No ta ry Pub l i c 

HELEN R. VHU.V.AS 
Notary Public, Bexar County, Texss M y Commiss ion Exp i res 6/ 1/65 
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BOOK 5 d ̂ CERTIFICATE OF APPROVAL 

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO 

HOSPAH FIELD UNIT 
McKINLEY COUNTY, NEW MEXICO 

There having been presented to the undersigned Commissioner of 
Public Lands of the State of New Mexico fo r examination, the attached 
Agreement for the development and operation of acreage which i s 
described w i t h i n the attached Agreement, dated November 1, 1964 
which has been executed or Is to be executed by parties owning and* 
holding o i l and gas-leases and roy a l t y interests i n and under the 
property described, and upon examination of said Agreement, the Com
missioner finds: 

(a) That such agreement w i l l tend to promote the 
conservation of o i l and gas and the better 
u t i l i z a t i o n of reservoir energy i n said area. 

(b) That under the proposed agreement the State 
of New Mexico w i l l receive i t s f a i r share of 
the recoverable o i l or gas i n place under i t s 
lands i n the area. 

(c) That each beneficiary I n s t i t u t i o n of the State 
of New Mexico w i l l receive i t s f a i r and equi
table share of the recoverable o i l and gas 
under i t s lands w i t h i n the area. 

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

NOW, THEREFORE, by v i r t u e of the authority conferred uDon n.e 
under Sections 7-11-39, 7-11-lj.O, 7-11-1+1, 7-11-47, 7-li-i+8^ Mexico 
Statutes Annotated 1953 Compilation, I , the undersigned, Cornni ssloner 
of Public Lands of the State of New Mexico, for the purpose of more 
properly conserving the o i l and gas resources of the State, do hereby 
consent to and approve the said Agreement, and any leases embracing 
lands of the State of "New Mexico w i t h i n the area shall be and the 
same are hereby amended to conform with the terms thereof s and shall 
remain i n f u l l force and effect according to the terms and conditions 
of said Agreement. This approval is subject to a l l of the provisions 
of the aforesaid statutes. 

IN WITNESS WHEREOF, t h i s C e r t i f i c a t e of Approval 
with seal a f f i x e d , t h i s 6th day of November 

i s executed, 
19 64 

fi 

V 
oner/of Public Lands 

e of New Mexico 



E X H I B I T " A " 

LEASE DESCRIPTION 

Santa Fe (Hurs t ) Lease (No. 3487) 

O i l and Gas Lease" dated November 23, 1923, by and between the Santa Fe 
P a c i f i c Ra i l road Company, a co rpora t ion , Les so r , and Pau l C. Hancock, 
Lessee, cover ing 687. 80 acres situated i n MeKin l ey County, New M e x i c o , 
to w i t : 

A l l of Section One (1), Township Seventeen (17) N o r t h , 
Range Nine (9) West of the New Mexico M e r i d i a n , 

and amended by Supplemental Agreement dated August 15, 1941 by said 
Les so r and P e t r o l e u m Products Corpora t ion , Lessee. 

Santa Fe (Osborne) Lease (No. 7668) 

O i l and Gas Lease dated F e b r u a r y 1, 1938 by and between the Santa Fe P a c i f i c 
R a i l r o a d Company, a co rpora t ion , Lesso r , and Clarence B . Osborne, et a l , 
Lessee, cover ing 189.47 acres situated i n M e K i n l e y County, New Mex ico , 
to w i t : 

A l l of Lo ts Two (2), Three (3) and Four (4), and the Ease 
hal f of the Southwest Quar ter (E /2 SW/4) of Section T h i r t y -
one (31), Township Eighteen (18) N o r t h , Range Eight (8) West 
of the New Mexico M e r i d i a n . 

State of New Mexico (No. 662) Lease 

O i l and Gas Lease dated October 20, 1922 by and between the State of New 
Mexico (acting through i ts Commiss ione r of Publ ic Lands) Les so r , and Theo 
N . Espe, Lessee, insofa r and only insofa r as said Lease covers 440 acres of 
land si tuated i n M e K i n l e y County, New Mex ico , to w i t : 

The Southeast Quar te r of the Southwest Quar te r (SE/4 SW/4) 
and the Southwest Quar ter of the Southeast Quar te r (SW/4 SE/4) , 
the South ha l f of the Northeast Quar ter (S/2 N E / 4 ) and the N o r t h 
ha l f of the Southeast Quar te r (N/2 SE/4) and the Southeast Quar te r 
of the Southeast Quar ter (SE/4 SE/4),the South half of the N o r t h 
wes t Quar te r (S/2 N W / 4 ) and the Nor thwes t Quar te r of the N o r t h 
east Quar te r (NW/4 N E / 4 ) and the Northeast Quar te r of the N o r t h 
wes t Quar te r ( N E / 4 N W / 4 ) A L L i n Section T h i r t y - s i x (36), T o w n 
ship Eighteen (18) N o r t h , Range Nine (9) West of the New Mex ico 
M e r i d i a n . 

State of New Mexico (B-1276) Lease 

O i l and Gas Lease dated October 2 0, 1932 by and between the State of New 
Mexico (acting through i ts Commiss ione r of Publ ic Lands) L e s s o r , and P. L . 
N i c h o l , Lessee, in so fa r and only insofa r as said Lease covers 120 acres of 
land s i tuated i n M e K i n l e y County, New M e x i c o , to w i t : 

The West ha l f of the Southwest Quar te r (W/2 SW/4) and the N o r t h 
east Quar te r of the Southwest Quar te r ( N E / 4 SW/4) A L L i n 
Section t h i r t y - s i x (36), Township Eighteen (18) N o r t h , Range 
Nine (9) West of the New Mexico M e r i d i a n . 
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E X H I B I T " A " 

BOOK '£U 8 LEASE OWNERSHIP 

.-act No. 1 - State of New Mexico Lease No. B-1276 
W / 2 SW/4, N E / 4 SW/4 of Sec 36, T 18.N, R 9 W 

Owne r 

State of New Mexico 
Land Commiss ioner ' s Of f i ce 
P . O. Box 791 
Santa Fe , New Mexico 

j_n<,e re s u 

12500 R I 

Consolidated Produc t ion Corp . 
Room 420, 14 Nor th Robinson 
Oklahoma Ci ty , Oklahoma 

Re nee O ' Donohue 
60 Lane Place 
A t h e r t o n , C a l i f o r n i a 

, 01200 O R R : 

. 00300 O R R : 

M a r g a r e t McRae Chapman 
685 P a r k Lane 
Montec i to , Santa Barba ra , Ca l i f . 

00600 ORRI 

Gordon W i l l a r d 
1218 F i f t een th Avenue, W-. 
Vancouver, B . C . , Canada 

00900 ORRI 

A n n Espe Dietz 
7017 Edi th Boulevard , N . S . 
Albuquerque, New Mexico 

06000 ORRI 

Texs ta r Pe t ro l eum Company 
2000 Nat ional Bank of Commerce 3 I d g . 
San Antonio , Texas 

78500 W I 

T r a c t No. 2 - State of New Mexico Lease No. 662, P a r t A 

SE/4 SW/4 & SW/4 SE/4 of Sec 36, T 18 N , R 9 W 

' Owner In te res t 

State of New Mexico . I250C R I 

Land Commiss ione r ' s Of f i ce 
P . O. Box 791 
Santa Fe , New Mexico 
Ann Espe Die tz . 02500 O R R I 
7 017 Edi th Boulevard , N . E . 
Albuquerque, New Mexico 

Renee O ' Donohue . 0030C ORRI 
60 Lane Place 
A t h e r t o n , C a l i f o r n i a 

Consolidated Produc t ion Corp . . 01 200 O R R I 
Room 420, 14 Nor th Robinson 
Oklahoma C i t y , Oklahoma 
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T r a c t No. 2 (con't) 
BODK £fl V : 

«~y , - r v 

Owner In te res t 

Gordon W i l l a r d . 00900 ORRI 
1218 F i f t een th Avenue, W. 
Vancouver, B . C . , Canada 

M a r g a r e t McRae Chapman . 00600 O R R I 
685 P a r k Lane 
Montec i to , Santa Barba ra , C a l i f . 

Texs ta r Pe t ro l eum Company . 82000 W I 
2000 National Bank of Commerce B l d g . 
San Antonio, ( Texas 

T r a c t No. 3 - State of New Mexico Lease No. 662, P a r t B 
S/2 N E / 4 , N / 2 SE/4 & SE/4 SE/4 of Sec 36, T 18 N , R 9 W 

Owner In te res t 

State of New Mexico . 12500 R I 
Land Commiss ioner ' s Of f i ce 
P . O. Box 791 
Santa Fe , New Mexico 

Consolidated Produc t ion Corp . . 01200 ORRI 
Room 420, 14 Nor th Robinson 
Oklahoma Ci ty , Oklahoma 

Gordon W i l l a r d 
1218 F i f t een th Avenue, W. 
Vancouver, B.C., Canada 

. 00900 ORRI 

M a r g a r e t McRae Chapman . 00600 ORRI 
685 P a r k Lane 
Montec i to , Santa Ba rba ra , C a l i f . 

Renee O ' Donohue . 00300 ORRI 
60 Lane Place 
A t h e r t o n , C a l i f o r n i a 

A n n Espe Die tz . 01000 ORRI 
7017 Edi th Boulevard , N . E . 
Albuquerque, New Mexico 

L o l i t a L . Osborne .01000 ORRI 
360 Ol ive Tree Lane 
S i e r r a Madre , C a l i f o r n i a 

Texs tar Pe t ro l eum Company . 82500 W I 
2000 Nat ional Bank of Commerce B l d g . 
San Anton io , Texas 
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BODK 

T r a c t No. 4 - State of New Mexico Lease No. 662, P a r t C 

S/2 N W / 4 , N W / 4 N E / 4 , N E / 4 N W / 4 of Sec 36, T 18 N , R 9 W 

Owner 

State of New Mexico 
Land Commiss ione r ' s Of f i ce 
P . O. Box 791 
Santa Fe , New Mexico 

Consolidated Produc t ion Corp . 
Room 420, 14 Nor th Robinson 
Oklahoma C i ty , Oklahoma 

Renee O 1 Donohue 
60 Lane Place 
Ather ton , , C a l i f o r n i a 

Gordon W i l l a r d 
1218 F i f t een th Avenue, W. 

t t 

Vancouver, B . C . , Canada 

M a r g a r e t McRae Chapman 
685 P a r k Lane 
Montec i to , Santa Ba rba ra , C a l i f . 

L o l i t a L . Osborne 
360 Ol ive Tree Lane 
S i e r r a Madre , C a l i f o r n i a 

A n n Espe Dietz 
7017 Ed i th Boulevard , N . E . 
Albuquerque, New Mexico 

Texs ta r Pe t ro l eum Company 
2000 Nat ional Bank of Commerce B l d g . 
San Antonio , Texas 

Intere s;t 

.12500 R I 

. 01200 ORRI 

. 00300 ORRI 

00900 O R R I 

. 00600 ORRI 

. 01000 ORRI 

01000 O R R I 

. 82500 W I 

T r a c t No. 5 - Santa Fe Ra i l road Company Lease No. 3487 
Sec. 1, T 17 N , R 9 W 

Owner In te res t 

Santa Fe P a c i f i c Ra i l road Company . 12500 R I 
Of f i ce of Land Commiss ioner 
4549 Produce Plaza 
Los Angeles 48, C a l i f o r n i a 

L o l i t a L . Osborne . 01000 ORRI 
360 Ol ive Tree Lane 
S i e r r a Madre , C a l i f o r n i a 

Consolidated Produc t ion Corp . 
Room 420, 14 N o r t h Robinson 
Oklahoma Ci ty , Oklahoma 

Renee O ' Donohue 
60 Lane Place 
Athe r ton , C a l i f o r n i a 

Gordon W i l l a r d 
1218 F i f t e e n t h Avenue, W. 
Vancouver , B . C. , Canada 

. 01200 ORRI 

j 

i 

. 00300 ORRI 

. 00900 ORRI 
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' r ace N o . 5 ( c o n ' t ) 
H : i ! pare / ' 'i 3 

O w n e r 

M a r g a r e t M c R a e C h a p m a n 
68 5 P a r k Lane 
M o n t e c i t o , Santa B a r b a r a , C a l i f . 

St 

00600 OR 

T e x s t a r P e t r o l e u m C o m p a n y 
2 000 N a t i o n a l . Bank of C o m m e r c e B l d g . 

San A n t o n i o , Texas 

83500 W I 

T r a c t N o . 6 - Santa Fe R a i l r o a d C o m p a n y L e a s e N o . 7668 

L o t s 2, 3 & 4, E / 2 S W / 4 , Sec. 3 1 , T 18 N , R 8 V/ 

O w n e r m t e r e s i 

S ant : i f i c R a i l r o a d C o m p a n y 
O f f i c e of L a n d C o m m i s s i o n e r 

4549 P r o d u c e P l a z a 

L o s A n g e l e s 48, C a l i f o r n i a 

12500 R I 

C o n s o l i d a t e d P r o d u c t i o n C o r p . 
R o o m 42 0, 14 N o r t h R o b i n s o n 
O k i a n o m a C i t y , O k l a h o m a . 

00600 O R R I 

M a r g a r e t M c R a e C h a p m a n 
68 5 P a r k L a n e 
M o n t e c i t o , Santa B a r b a r a , C a l i f . 

00300 O R R I 

R e g i n a G. H a n c o c k 

4747 . F o r m a n Avenue 
N o r t h H o l l y w o o d , C a l i f o r n i a 

)2083 O R R I 

E s t a t e of R o b e r t B . M o r a n 
and Edna 2vloran 

133 5 O l i v e Lane 
L a Canada, C a l i f o r n i a 

02083 O R R I 

L o l i t a O s o o r n e 
360 O l i v e T r e e L a n e 
S i e r r a M a d r e , C a l i f o r n i a 

02084 O R R I 

X e x s t a r - P e t r o l e u m c o m p a n y 
2000 N a t i o n a l B a n k of C o m m e r c e B l d g . 
San A n t o n i o , T e x a s 

79750 W I 

G o r d o n W i l l a r d 
1218 F i f t e e n t h A v e n u e , W . 
V a n c o u v e r , B . C. , Canada 004500 O R R I 

Renee O 1 Donohue 
.60 L a n e P l a c e 
A t h e r t o n , C a l i f o r n i a 001500 O R R I 
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T r a c t 
Number 

E X H I B I T " E - l " 

PART I 
-L "S s 

SEVEN LAKES SAND UNIT T R A C T FACTORS 

Lease Name 

State of New Mexico 
(Wilson) 
Lease No. B-1276 

State of New Mexico 
Lease No. 662 
P a r t A 

State of New Mexico 
Lease No. 662 
P a r t B 

State of New Mexico 
Lease No. 662 
P a r t C 

Lease Desc r ip t ion 

W/2 SW/4, N E / 4 
SW/4 of Sec 36, 
T 18 N , R 9 W 

SE/4 SW/4 & SW/4 
SE/4 of Sec 36, 
T 18 N , R 9 W 

S/2 NE/4, N/2 
SE/4 & SE/4 SE/4 
of Sec 36, T 18 N, R 9 W 

S/2 N W / 4 , N W / 4 N E / 4 , 
N E / 4 N W / 4 of Sec 36, 
T 18 N , R 9 W 

Gross 
A c r e Feet 

26. 27 

>62. 72 

164.42 

•o-

T o t a l State Leases 

Santa Fe R a i l r o a d 
Lease No. 3487 

Santa Fe R a i l r o a d 
(Osborne) 
Lease No. 7668 

Sec 1, T 17 N , 
R 9 W 

Lots 2, 3 & 4, 
E / 2 SW/4 of Sec 31 , 
T 18 N , R 8 W 

To ta l Santa Fe Ra i l road Leases 

Grand To ta l 

753 .41 

7 ,915 .42 

- o -

7, 915. 42 

8, 668. 83 

0. b 0 b 0 

6.4913 

1.8967 

8.6910 

9 i - 3090 

-o -

9 1 . 3090 

L 0 0.oooo 

2 

3 

4 

PART I I 

UNIT P A R T I C I P A T I O N OF WORKING-INTEREST OWNERS 

T r a c t 
Number T r a c t Fac tor 

0.3030 

6.4913 

1.8967 

0.0000 

91.3090 

0.0000 

Work ing In teres t 

0.78500 

0.82000 

0.82500 

0.82500 

0.83500 

0.79750 

Uni t P a r t i c i p a t i o n 
W . I . Owner 

0.2378 

5.3229 

I.5648 

0.0000 

76.2430 

0.0000 

100.oooo 83.3685 

* As per cent of Gross A c r e Feet 
A H w o r k i n g in t e re s t owned by Texstar 



E X H I B I T " E - 2 " 

PART I 

M.J. 

• U i ^, 

T r a c t 
Numb e r 

HOSPAH SAND UNIT T R A C T FACTORS-

Lease Name 

State of New Mexico 
(Wilson) 
Lease No. B-1276 

State of New Mexico 
Lease No. 662 
P a r t A 

State of New Mexico 
Lease No. 662 
P a r t B 

State of New Mexico 
Lease No. 662 
P a r t C 

Lease Desc r ip t ion 

W / 2 SW/4, N E / 4 
SW/4 of Sec 36, 
T 18 N , R 9 W 

SE/4 SW/4 & SW/4 
SE/4 of Sec 36, 
T 18 N , R 9 W 

S/2 NE/4, N/2 
SE/4 & SE/4 SE/4 
of Sec 36, T 18 N,R 9 W 

S/2 N W / 4 , N W / 4 N E / 4 
N E / 4 N W / 4 of Sec 36, 
T 18 N , R 9 W 

Floodable 
A c r e Feet 

850.87 

3, 386.44 

3, 669.55 

- o -

4.6972 

l b . o 9 - o 

20.257! 

Tota l State Leases 7, 906. 86 43.6494 

Santa Fe R a i l r o a d 
Lease No. 3487 

Santa Fe R a i l r o a d 
(Osborne) 
Lease No. 7668 

Sec 1, T 17 N , 9, 823. 71 
R 9 W 

Lots 2, 3 & 4, 383. 93 
& E / 2 SW/4 of 
Sec 31 , T.18 N , R 8 W 

4.2312 

2. i , 9 ; 

To ta l Santa Fe Ra i l road Leases 10, 207. 64 o . ~> \ j O 

Grand To ta l .8 ,114.50 .CO. oooo 

PART I I 

UNIT P A R T I C I P A T I O N OF WORKING INTEREST OWNER 

T r a c t 
Number T r a c t Fac tor 

4.6972 

18.6946 

20.2575 

0.0000 

54.2312 

2.1195 

Work ing In te res t 

0.78500 

0.82000 

0.82500 

0.82500 

0.83500 

0.79750 

Unit P a r t i c i p a t i o n 
W . I . Owner 

15.3296 

16.7124 

0. 0000 

45.2830 

1. 69 03 

100.oooo 82.7026 

* As per cent of Floodable A c r e Feet 
A l l w o r k i n g in te res t owned by Texs tar 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

UNIT A G R E E M E N T 

T H E D E V E L O P M E N T AND O P E R A T I O N 

O F T H E 

HOSPAH UNIT A R E A 

COUNTY O F M c K I N L E Y 

S T A T E O F NEW M E X I C O 

Enabl ing A c t and Regulations 

Def in i t ions 

Exhib i t s 

Expansion of Uni t A r e a 

Unitized Land and Unitized Substances 

Unit Operator 

Resignation or Removal of Uni t Opera tor 

Successor Uni t Operator 

Account ing Prov i s ions and Uni t Operat ing Agreement 

Rights and Obligations of Uni t Operator 

Plan of Fu r the r Development and Opera t ion 

P a r t i c i p a t i o n 

Trac t s Qua l i f i ed f o r P a r t i c i p a t i o n 

Allocation of Unitized Substances 

Balancing of Product ion 

Royal ty Settlement 

Rental Settlement 

Conservat ion 

Drainage 

Leases and Contracts Confo rmed and Extended 

I N D E X 

{BEFORE EXAMINER NUTTER 
I OIL CONSERVATION COMMISSION 

SECTION 

—I 

- 1 -



I N D E X (Continued) 

SECTION 

21 Covenants Run Wi th Land 

22 Effective Date and T e r m 

23 Appearances 

24 Notices 

25 No Waiver of Cer ta in Rights 

26 Unavoidable Delay 

27 Loss of T i t l e 

28 Nonjoinder and Subsequent Joinder 

29 Geun te rpa r t i 

30 Taxes 

31 C o n f l i c t of Supervis ion 

32 No Par tne rsh ip 

33 O i l Reservat ion Agreement 

34 B o r d e r Agreements 
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UNIT A G R E E M E N T 

F O R T H E D E V E L O P M E N T AND O P E R A T I O N 

HOSPAH UNIT A R E A 

M c K I N L E Y C O U N T Y , NEW M E X I C O 

THIS A G R E E M E N T entered into as of the f i r s t day of 

, by and between the parties subscribing, ratifying, or 

consenting hereto, and herein referred to as the "parties hereto, 1 1 

W I T N E S S E T H : 

W H E R E A S , the parties hereto are the owners of working, royalty, or 

other oil and gas interests in the Unit A r e a subject to this agreement; and 

WHEREAS, the Commiss ioner of Public Lands of the State of New 

Mexico is author ized by law (Volume 2, Chapter 7, A r t i c l e I I , New Mexico 

Statutes, 1953 Annotated) to consent to and approve the development or opera

t ion of State lands under agreements made by lessees of State land j o i n t l y or 

severa l ly w i t h other lessees where such agreements provide f o r the uni t 

operat ion or development of par t of or a l l of any o i l or gas pool , f i e l d or 

area; and 

W H E R E A S , the Commissioner of Public Lands of the State of New Mexico 

is authorized by an Act of the Legislature (Sec. 1, Chap. 162, Laws of 1951; 

Chap 7, A r t . I I , Sec 41, N. M. Stats. 1953 Annot.) to amend with the approval 

of lessee, evidenced by the lessee's execution of such agrement or otherwise, 

any oil and gas lease embracing State lands BO that the length of the term of 

said lease may coincide with the term of such agreements for the unit opera

tion and development of part or a l l of any oil or gas pool, field or area; and 

W H E R E A S , the Oi l Conservation Commission of the State of New Mexico 

is authorized by law (Volume 9, Part 2, Chapter 65, Art ic le 3, New Mexico 

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

provisions hereof; and 

- 1 -



WHEREAS, the part ies hereto hold su f f i c i en t in teres ts i n the Hospah 

Uni t A r e a cover ing land here inaf te r descr ibed to give reasonably e f fec t ive 

con t ro l of operations there in ; and 

WHEREAS, i t is the purpose of the par t ies hereto to enable i n s t i t u t i on 

and consummation of secondary recovery operat ions, to conserve na tu ra l 

resources , prevent waste and secure other benefi ts obtainable through 

development and opera t ion of the Hospah Uni t subject to this agreement under 

the t e r m s , conditions and l i m i t a t i o n s he re in set f o r t h . 

NOW, T H E R E F O R E , i n considerat ion of the p remises and the p romises 

h e r e i n contained, the par t ies hereto c o m m i t to th is agreement the i r respect ive 

in teres ts in the " U n i t A r e a " and the "Uni t i zed F o r m a t i o n " l y i n g thereunder 

(as those t e r m s are def ined he re ina f t e r ) and agree severa l ly among themselves 

as f o l l o w s : 

1. E N A B L I N G A C T AND REGULATIONS. The o i l and gas operat ing 

regulat ions i n e f fec t as of the ef fec t ive date hereof governing d r i l l i n g and 

producing operations not inconsistent w i t h the t e r m s hereof or the laws of the 

State of New Mexico are hereby accepted and made a p a r t of th is Agreement . 

2. DEFINITIONS. For the purpose of this agreement, the f o l l o w i n g 

t e r m s and expressions as used he re in sha l l mean: 

(a) " C o m m i s s i o n " means the O i l Conservat ion Commiss ion of 
the State of New Mex ico . 

(b) "Commiss ione r " means the Commiss ioner of Publ ic Lands of 
the State of New Mex ico . 

(c) "Royal ty In teres t" or "Roya l ty" means an in te res t other than a 
Work ing In te res t i n or r i g h t to receive a po r t ion of the Uni t i zed Substances 
or the proceeds thereof and includes the roya l ty in teres t rese rved by the 
lessor by an o i l and gas lease and any o v e r r i d i n g roya l ty in te res t , o i l payment 
in teres t , net p r o f i t s contract , or any other payment or burden which does not 
c a r r y w i t h i t the r i g h t to search f o r and produce Uni t i zed Substances. 

(d) "Royal ty Owner" means the owner of a Royal ty In te res t . 

(e) " T r a c t " means each parce l of land descr ibed as such and given 
a T r a c t number i n Exh ib i t A . 

(f) " T r a c t Pa r t i c i pa t i on" means the percentage of Uni t ized Substances 
al located to a T r a c t under this agreement as shown i n E x h i b i t B . 

- 2 -



(g) "Un i t A r e a " means the land shown on Exh ib i t B and descr ibed 
by Trac t s i n Exh ib i t A , containing fpEBIl acres . 

(h) " U n i t Operat ing Agreement" means any agreement or agreements , 
whether one or m o r e , entered into either separately or co l l ec t ive ly by and be
tween the Unit Operator and the Working In teres t Owners , as p rov ided in 
Section 9, ACCOUNTING PROVISIONS AND UNIT OPERATING A G R E E M E N T , 
and shal l be styled " U n i t Operat ing Agreement f o r the Development and 
Operat ion of the Hospah Uni t A r e a , County of MeKin ley , State of New M e x i c o . 

(i) "Un i t Pa r t i c ipa t ion" means the sum of a l l T r a c t Pa r t i c ipa t ions 
or port ions thereof which a par ty is ent i t led to rece ive . See Exh ib i t s E - l , 
E -2 and E - 3. 

(j) "Un i t i zed F o r m a t i o n " means the Seven Lakes and Hospah Gal lup 
Forma t ions , same being those here tofore established underground r e s e r v o i r s 
encountered in the d r i l l i n g by Pe t ro l eum Products Ref in ing and Producing Co. 
of i ts Hurs t No. 51 w e l l at the depths of approximate ly 313 feet and 1, 533 fee t 
respect ive ly below the K e l l y bushing, which said w e l l is located i n the C of the 
NW/4 of N E / 4 of Section 1, T - 1 7 - N , R - 9 - W , MeKin ley County, New Mexico . 

(k) "Uni t i zed Substances" means a l l o i l , gas, gaseous substances, 
sulphur contained i n gas, condensate, d i s t i l l a t e and a l l associated and con
sti tuent l i q u i d or l iquef iable hydrocarbons w i t h i n or produced f r o m the Uni t i zed 
F o r m a t i o n . 

(1) "Vo t ing Interes t" means the r i g h t to search f o r , produce and 
acquire Uni t ized Substances whether he ld as an incident of ownership of m i n 
e r a l fee s imple t i t l e , under an o i l and gas lease, o r o therwise . 

• (m) " W o r k i n g In teres t Owner" means any par ty hereto owning a 
Work ing Interes t , including a c a r r i e d w o r k i n g in te res t owner, holding an i n 
te res t in Uni t ized Substances by v i r tue of a lease, operat ing agreement, fee 
t i t l e or o therwise , which in te res t is chargeable w i t h and obligated to pay o r 
bear, e i ther in cash or out of product ion, or o therwise , a l l or a po r t i on of 
the cost of d r i l l i n g , developing and producing the Uni t ized Substances f r o m 
the Uni t ized F o r m a t i o n and the operat ion thereof hereunder . The owner of-
o i l and gas r igh ts which are f r ee of lease or other ins t rument oonveying the 
Work ing In teres t to another shal l be regarded as a Working In te res t Owner 
to the extent of seven-eighths (7/8) of his in te res t i n Uni t i zed Substances, 
and as a Royal ty Owner w i t h respect to his r emain ing one-eighth (1/8) i n t e re s t 
t he re in . 

3. E X H I B I T S . Attached hereto as E x h i b i t B is a map showing to the 

extent known to Unit Operator , the Unit A r e a and the boundaries and iden t i ty 

of T rac t s and leases i n said Unit A r e a . At tached hereto as Exhibit : A is a. 

schedule showing to the extent known to Unit Operator the acreage c o m p r i s i n g 

each T r a c t and the ownership of each in te res t owner i n each Tract. . However , 

nothing h e r e i n or i n said schedule or map shal l be construed as a represen ta 

t ion by any par ty hereto as to the ownership of any in te res t other than such 

in te res t or in teres ts as are shown i n said map or schedule as being owned 
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owned by such, par ty . At tached hereto as Exhib i t s E - l and E - 2 are. 

schedules showing in Pa r t I thereof the T r a c t Pa r t i c i pa t i on of each 

T r a c t i n the Uni t A r e a and i n P a r t I I thereof the Unit P a r t i c i p a t i o n of 

each Work ing In te res t Owner . Said schedules E - l and E -2 shal l be

come effec t ive at 7:00 a. m . on the e f fec t ive date of th is agreement. 

I t is hereby agreed by a l l par t ies to this agreement that Unit 

Operator is empowered to c o r r e c t any ma themat i ca l or c l e r i c a l e r r o r s 

which may exis t i n the pert inent exhibi ts to this agreement; p rov ided , 

however, that c o r r e c t i o n of any e r r o r other than c o r r e c t i o n of a mathe-

m a t i c a l or c l e r i c a l e r r o r shal l be made by Uni t Operator only a f t e r f i r s t 

having obtained approval of Working Interest Owners and the Commiss ione r . 

Exhib i t s A , B , C, D , E - l and E -2 shal l be r ev i sed by Uni t Opera tor 

whenever changes render such r e v i s i o n necessary, and at least two 

copies of such r e v i s i o n shal l be f i l e d w i t h the Commiss ione r . 

4. EXPANSION OF UNIT A R E A . The above descr ibed Unit A r e a 

may, when prac t icable , be expanded to include the re in any addi t iona l t r a c t 

or t rac t s regarded as reasonably necessary or advisable f o r the purposes 

of this agreement, whenever such expansion is necessary or advisable to 

c o n f o r m w i t h the purposes of this agreement . T r a c t Pa r t i c ipa t ions r e 

sul t ing f r o m such expansion shal l be on a negotiated basis and, a f t e r agree

ment between the af fec ted par t ies has been reached, such expansion shal l 

be ef fected i n the fo l l owing manner: 

(a) Unit Operator, with concurrence of at least 80 per cent of 

the then Voting Interests and after prel iminary concurrence, the Commis 

sioner and the Commission, shall prepare a notice of proposed expansion de

scribing the contemplated changes in the boundaries of the Unit A r e a , the 

reasons therefor, and the proposed effective date thereof, preferably the 

f i r s t day of a month subsequent to the date of notice. 
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(b) Said notice shall be de l ivered to the Commiss ioner and 

the Commiss ion , and copies thereof ma i l ed to the las t known address 

of each "Working In teres t Owner, lessee, and lessor whose in teres ts are 

affected, advising that 30 days w i l l be a l lowed f o r submiss ion to the Uni t 

Operator of any object ipns . 

(c) Upon exp i ra t ion of the 30-day pe r iod provided i n the 

preceding i t e m (b) hereof, Uni t Operator shal l f i l e w i t h the Commiss ioner 

and the Commiss ion evidence of m a i l i n g of the notice of expansion and a 

copy of any objections thereto which have been f i l e d w i t h the Uni t Opera

to r , together w i t h an appl icat ion i n su f f i c i en t number f o r approval of 

such expansion and w i t h appropria te j o inde r s . 

(d) A f t e r due considerat ion of a l l per t inent i n f o r m a t i o n , the 

expansion sha l l , upon approval by the Commiss ioner and the Commiss ion , 

become ef fec t ive as of the date p resc r ibed i n the notice thereof . 

In any approved expansion of the Uni t A r e a , the r ev i sed T r a c t P a r t i 

cipations of those Trac t s which were commi t t ed p r i o r to each such - ' 

expansion shal l r e m a i n i n the same r a t i o one to another. 

5. U N I T I Z E D L A N D A N D U N I T I Z E D SUBSTANCES. A l l o i l , gas, 

gaseous substances, sulphur contained i n gas, condensate, d i s t i l l a t e and 

a i l associated and constituent l i q u i d and l iquef iab le hydrocarbons i n the 

lands commi t t ed to this agreement a re , as to the Seven Lakes and the 

Hospah Gallup Forma t ions , uni t ized under the t e r m s of th is agreement 

(and are he re in cal led Uni t ized Substances) and said lands sha l l consti tute 

lands r e f e r r e d to he re in as "un i t i zed land" o r " land subject to th is agree-

*Vi. G XX l> • 
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6. UNIT OPERATOR. Texstar Pe t ro l eum Company is hereby 

designated as the Unit Operator and by signature here to as Uni t Operator 

agrees and consents to accept the duties of Uni t Operator f o r the develop

ment and product ion of Uni t ized Substances as h e r e i n provided . . Whenever 

reference is made he re in to the "Uni t Operator , " such re ference means 

the Uni t Operator act ing in that capacity and not as an owner of in te res t 

i n Uni t ized Substances, and the t e r m " W o r k i n g In teres t Owner" when 

used he re in shal l include or r e f e r to Unit Operator as the owner of a 

Work ing In te res t when such in teres t is owned by i t . 

7. RESIGNATION OR R E M O V A L OF UNIT OPERATOR. Uni t 

Operator shal l have the r igh t to res ign at any t i m e , but. such res igna t ion 

shal l not become 'ef fec t ive so as to release Uni t Operator f r o m the duties 

and obligations of Uni t Operator and te rmina te Unit Opera tor ' s r igh ts as 

such f o r a pe r iod of 6 months a f t e r notice of in tent ion to r e s ign has been 

served by Unit Operator on a l l Work ing In teres t Owners and the C o m m i s 

sioner and the Commiss ion , and u n t i l a l l wel l s then d r i l l e d hereunder are 

placed i n sa t i s fac tory condi t ion f o r suspension or abandonment, whichever 

is r equ i r ed by the Commiss ion as to State Lands, unless a new Uni t Opera tor 

shal l have been selected and approved and sha l l have taken over and assumed 

the duties and obligations of Unit Operator p r i o r to the exp i r a t ion of said 

pe r iod . 

The res igna t ion of Uni t Operator sha l l not release Uni t Operator f r o m 

any l i a b i l i t y or defaul t by i t hereunder o c c u r r i n g p r i o r to the e f fec t ive date 

of i t s res igna t ion . 

- 6 -



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

of its duties or obligations hereunder, be subject to removal by affirmative 

vote of at least 75 per cent of the Voting Interests. Such removal shall be 

effective upon notice thereof to the Commissioner. 

In a l l such instances of res ignat ion or r e m o v a l , u n t i l a successor 

Uni t Operator is selected and approved, as he re ina f t e r provided , the 

Work ing In te res t Owners shal l be j o i n t l y responsible f o r the pe r fo rmance 

of the duties of Uni t Operator and sha l l , not l a t e r than 30 days before such 

res ignat ion or r e m o v a l becomes e f fec t ive , appoint a common agent to represen t 

them i n any act ion to be taken hereunder. 

The res ignat ion or r emova l of Uni t Operator under th is agreement shal l 

not t e rmina te i t s r i g h t , t i t l e or in te res t as the owner of a Work ing In te res t 

or other in teres ts in Uni t ized Substances, but upon the res igna t ion or r e m o v a l 

of Uni t Operator becoming e f fec t ive , such Unit Operator shal l de l ive r posses

sion of a l l equipment, m a t e r i a l s , and appurtenances used i n conducting the 

Unit operations owned by the Working In teres t Owners to the new duly q u a l i f i e d 

successor Uni t Opera tor , or to the owner thereof i f no such new Uni t Opera tor 

is elected, to be used f o r the purpose of conducting Uni t operations hereunder . 

Nothing he re in shall be construed as au thor iz ing r e m o v a l of any m a t e r i a l , 

equipment and appurtenances needed f o r the p rese rva t ion of any w e l l s . 

8. SUCCESSOR UNIT OPERATOR. Whenever the Uni t Operator sha l l 

tender his or i t s res igna t ion as Uni t Opera tor , or sha l l be r emoved as 

hereinabove provided , the Work ing In teres t Owners sha l l , by a f f i r m a t i v e 

vote of at least 75 per cent of the Vot ing In teres ts , select a successor Uni t 

Opera tor ; p rov ided , however, that should any Work ing In te res t Owner own a 

Vot ing In teres t of more than 25 per cent, the vote of said pa r ty sha l l not 

serve to disapprove the selection of a new Uni t Operator approved by 80 per 

cent, or m o r e of the Vot ing Interests of the r ema in ing Work ing In teres t Owners 

and provided , f u r t h e r , that the Uni t Operator sha l l not vote to succeed i t s e l f 

and its Vot ing In te res t sha l l not be counted i n a vote concerning i t s r e m o v a l 
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as the Uni t Opera tor . Such select ion shal l not become e f fec t ive u n t i l 

(a) a Uni t Operator so selected shal l accept i n w r i t i n g the duties and r e s 

pons ib i l i t i es of Un i t Operator , and (b) the select ion sha l l have been approved 

by the Commiss ioner . I f no successor Unit Operator is selected and q u a l i 

f i e d as he re in provided, the Commiss ioner may , at h is e lec t ion, declare 

this Unit Agreement t e rmina ted . 

9. ACCOUNTING PROVISIONS AND UNIT O P E R A T I N G A G R E E M E N T . 

A l l costs and expenses i n c u r r e d by Uni t Operator i n conducting Uni t operat ions 

hereunder sha l l be apport ioned among, borne and paid by the Work ing In te res t 

Owners , a l l i n accordance w i t h this agreement and the Unit Operat ing A g r e e 

ment . The Uni t Operat ing Agreement shal l also provide the manner i n wh ich 

the Working Interes t Owners shal l be ent i t led to receive the i r respect ive p r o 

port ionate and al located share of the benefi ts accru ing here to i n c o n f o r m i t y 

w i t h the i r under ly ing ope.rating agreements, leases, or other independent 

contracts and such other r ights and obligations as between Uni t Opera tor a.nd 

the Working In teres t Owners as they may agree upon. However , the Uni t 

Operat ing Agreement shal l not be deemed ei ther to m o d i f y the t e rms and con

di t ions of this Uni t Agreement or to re l ieve the Uni t Operator of any r i g h t or 

obl igat ion established under this Unit Agreement ; i n case of any inconsis tency 

or c o n f l i c t between the Uni t Agreement and the Uni t Operat ing Agreement , 

this agreement shal l p r e v a i l . One t rue copy of any Uni t Operat ing Agreemen t 

sha l l be f i l e d w i t h the Commiss ione r . 

10. RIGHTS A N D OBLIGATIONS OF UNIT OPERATOR. Except as o the r 

wise spec i f i ca l l y provided here in , the exclusive r i g h t , p r i v i l e g e , and duty of 

exe rc i s ing any and a l l r igh t s of the par t ies here to ( including surface r igh t s ) 

which are necessary or convenient f o r the prospect ing f o r , producing , s t o r ing , 

a l loca t ing , and d i s t r i bu t ing the Uni t i zed Substances, are hereby granted and 

delegated to and sha l l be exerc ised by the Un i t Operator as he re in p rov ided . 

Upon request t h e r e f o r , acceptable evidence of t i t l e to said r igh t s shal l be 

deposited w i t h said Uni t Operator and, together w i t h th is agreement , sha l l 

consti tute and define the r i g h t s , p r i v i l e g e s , and obligat ions of Uni t Opera to r . 
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Nothing he re in , however , shal l be construed to t r a n s f e r t i t l e to any land, 

lease, Royalty Interes t , operat ing agreement or communi t i za t ion agree

ment, i t being understood that under th is agreement the Uni t Opera tor , 

i n i t s capacity as Uni t Operator , shal l exercise the r i gh t s of possession 

and use vested i n the par t ies hereto only f o r the purposes h e r e i n spec i f i ed . 

11. P L A N OF FURTHER D E V E L O P M E N T A N D O P E R A T I O N . W i t h i n 

6 months a f t e r the ef fec t ive date of this agreement the Uni t Operator w i l l 

begin creat ing and ins t a l l ing the wel ls and equipment necessary to the 

proposed pe r iphe ra l wa t e r f l ood of the Hospah Gallup sand. W i t h i n 2, years 

a f t e r the ef fec t ive date of this agreement the Uni t Operator w i l l undertake 

a p r o g r a m to acquire specif ic i n f o r m a t i o n necessary to the proper design 

and ins ta l l a t ion of f l u i d i n j ec t ion into the Seven Lakes Sand. Once s tar ted , 

each p ro j ec t w i l l be pursued to comple t ion w i t h such di l igence as is con

sistent w i t h engineering f e a s i b i l i t y and prudent operat ions. 

12. P A R T I C I P A T I O N . Exh ib i t s E - l and E - 2 show the percentages 

of pa r t i c ipa t ion to which each T r a c t shal l be ent i t led i f a l l T rac t s w i t h i n 

the Uni t A r e a are commi t t ed as of the e f fec t ive date of this agreement (the 

qual i f ica t ions necessary f o r inc lus ion of a T r a c t being set f o r t h i n Section 

13 he reo f ) . I f less than a l l T rac t s w i t h i n the Uni t A r e a are commi t t ed as of 

the ef fec t ive date of this agreement, Unit Operator , w i t h approval of the 

Work ing In te res t Owners , as soon as prac t icable a f t e r the e f fec t ive date of 

this agreement, sha l l f i l e w i t h the Commiss ioner and the C o m m i s s i o n schedules 

of commi t t ed Trac t s as of said e f fec t ive date, wh ich said schedules sha l l be 

designated "Revised E x h i b i t E - l " and "Revised E x h i b i t E - 2 " and considered 

f o r a l l purposes as a par t of this agreement. Such rev i sed Exh ib i t s E - l and 

E -2 shal l set f o r t h opposite each such commi t t ed T r a c t the r ev i sed T r a c t 

P a r t i c i p a t i o n the re fo r (which shal l be calculated by using the same T r a c t 

f ac to r s and f o r m u l a which were used to a r r i v e at the T r a c t P a r t i c i p a t i o n of 

each T r a c t as set out in Exhib i t s E - l and E - 2 attached here to , but apply ing 

the same only to the commi t t ed T r a c t s ) . Such r ev i sed Exh ib i t s E - l and E - 2 , 

- 9 -



unless disapproved by the Commiss ioner and the Commiss ion w i t h i n 30 clays 

a f t e r f i l i n g , shal l supersede, e f fec t ive as of the e f fec t ive date hereof , the 

T r a c t Par t i c ipa t ions set f o r t h in Exhib i t s E - l and E - 2 attached here to u n t i l 

a f u r t h e r r ev i s i on or rev is ions thereof is approved by the Commiss ioner 

and the Commiss ion . The T r a c t Par t ic ipa t ions shown on Exh ib i t s E - l and 

E - 2 attached hereto , or as may be shown on the rev ised Exh ib i t s E - l and E - 2 

as above provided , sha l l govern the a l loca t ion of Un i t i zed Substances on and 

a f t e r the ef fec t ive date of this Uni t Agreement as set f o r t h i n Section 3 hereof , 

and u n t i l the a l loca t ion schedule is r ev i sed pursuant to th is agreement and 

the r ev i sed T r a c t Par t ic ipa t ions are approved by the Commiss ioner and the 

Commiss ion , 

13. TRACTS Q U A L I F I E D FOR P A R T I C I P A T I O N . F r o m the e f fec t ive 

date hereof , the Trac t s which shal l be ent i t led to pa r t i c i pa t i on sha l l be those 

Trac t s wh ich are descr ibed i n Exh ib i t A and which , at any t i m e , are qua l i f i ed 

as f o l l o w s : 

(a) Each T r a c t as to which Working In teres t Owners owing 100 per 
cent of the Work ing In teres t the re in have become par t ies hereto and as to which 
Royal ty Owners owning 75 per cent or m o r e of the Royal ty In teres t t he r e in have 
become par t ies hereto . 

(b) Each T r a c t as to which Working In teres t Owners owning 100 per 
cent of the W o r k i n g In te res t t he re in have become par t ies hereto and as to 
which Royal ty Owners owning less than 75 per cent of the Royal ty In teres t 
t he r e in have become par t ies hereto and, f u r t h e r , as to which: 

(i) A l l Work ing In teres t Owners i n any such T r a c t 
have jo ined i n a request f o r the qua l i f i c a t i on of such 
T r a c t , and 

( i i ) 80 per cent of the combined vot ing in te res t s of 
Work ing In teres t Owners i n a l l T rac t s meet ing the r e 
qui rements of paragraph (a) hereof have voted i n f avo r 
of qua l i fy ing such T r a c t . 

F o r the purpose of th is paragraph (b), a Work ing In te res t Owner ' s "vo t ing 
i n t e r e s t " shal l be equal to the ra t io (expressed i n per cent) which i t s ag
gregate Phase I Uni t P a r t i c i p a t i o n i n a l l T r a c t s qua l i fy ing under paragraph (a) 
bears to the to ta l Phase I Uni t Pa r t i c ipa t ion , as shown on Exhib i t s E - l and 
E - 2 of a l l Work ing In teres t Owners i n a l l T rac t s qua l i f y ing under piaragra.ph (a). 

(c) Each T r a c t as to which Working In teres t Owners owning less than 
100 per cent of the Work ing In te res t t he re in have become par t ies here to , r e 
gardless of the percentage of Royal ty In te res t t he r e in which is c o m m i t t e d 
hereto and, f u r t h e r , as to which: 
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(i) The Working Interest Owner operat ing any such 
T r a c t and a l l of the other Work ing In te res t Owners i n 
such T r a c t who have become par t ies hereto have jo ined 
i n a request f o r qua l i f i ca t ion of such T r a c t and have 
executed'and de l i ve red an indemnity agreement i n d e m n i f y 
ing and agreeing to hold harmless the other Work ing 
In teres t Owners , the i r successors and assigns, against 
a l l c l a ims and demands which may be made by the owners 
of Work ing Interests i n such T r a c t who are not par t ies 
hereto and which a r i se out of the qua l i f i c a t i on of such 
T r a c t ; and 

( i i ) 80 per cent of the combined vot ing in t e res t of 
Work ing In teres t Owners i n a l l T rac t s meet ing the r e 
quirements of paragraphs (a) and (b) have voted i n f a v o r 
of the qua l i f i ca t ion of such T r a c t and acceptance of the 
indemnity agreement . 

For the purpose of this paragraph (c), a Work ing In te res t Owner ' s "vo t ing 
in te res t" shal l be equal to the r a t io (expressed i n per cent) which i t s ag
gregate Phase I Uni t Pa r t i c ipa t i on i n a l l T rac t s qua l i f y ing under paragraphs 
(a) and (b) bears to the to t a l Phase I Uni t P a r t i c i p a t i o n , as shown on Exh ib i t s 
E - l and E - 2 of a l l Working Interest Owners i n a l l T rac t s q u a l i f y i n g under 
paragraphs (a) and (b) . Upon the qua l i f i ca t ion of such a T r a c t , the Uni t 
P a r t i c i p a t i o n which would have been a t t r ibu ted to the nonsubscr ibing owners 
of the Work ing In teres t i n such T r a c t , had they become par t ies to th is agree
ment and the Uni t Operat ing Agreement , sha l l be a t t r ibu ted to the Work ing 
In te res t Owners i n such T r a c t who have become par t ies to such agreements , 
i n p r o p o r t i o n to t he i r respective Working Interests i n the T r a c t . 

1 4 . A L L O C A T I O N OF U N I T I Z E D SUBSTANCES. A l l Un i t i zed Substances 

produced and saved ( less , save and except any p a r t of such Uni t i zed Sub

stances used i n c o n f o r m i t y w i t h good operat ing prac t ices on uni t ized land 

f o r d r i l l i n g , operat ing, camp and other product ion or development purposes 

and f o r p ressure maintenance) shal l be apport ioned among and a l located to .the 

c o m m i t t e d T rac t s i n accordance w i t h the respect ive T r a c t Pa r t i c ipa t i ons e f 

fect ive hereunder du r ing the respect ive per iods such Uni t i zed Substances 

were produced, as set f o r t h i n the schedule of p a r t i c i p a t i o n i n Exh ib i t s 

S - l and E - 2 . The amount of Uni t i zed Substances so a l located to each c o m 

m i t t e d T r a c t , and only that amount ( regardless of whether i t be m o r e o r less 

than the amount of the ac tual product ion of Uni t i zed Substances f r o m the w e l l 

o r w e l l s , i f any, on such T r a c t ) , sha l l , f o r a l l in tents , uses and purposes , 

be deemed to have been produced f r o m such T r a c t . 

The Un i t i zed Substances al located to each such T r a c t sha l l be d i s t r i b u t e d 

among, o r accounted f o r to , the par t ies execut ing, consenting to or r a t i f y i n g 
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this agreement ent i t led to share i n the product ion f r o m such T r a c t i n the 

same manner, i n the same propor t ions , and upon the same condit ions, as 

they would have par t ic ipa ted and shared i n the product ion f r o m such T r a c t , 

or in the proceeds thereof , had this agreement not been entered in to , and 

w i t h the same lega l f o r c e and e f fec t . I t is hereby agreed that product ion 

of Uni t i zed Substances f r o m any such commi t t ed T r a c t sha l l be al located 

as provided he re in regardless of whether o i l or gas is being produced f r o m 

any pa r t i cu l a r T r a c t commi t t ed here to . I f the Work ing Interests or the 

Royal ty Interests i n any T r a c t are d iv ided w i t h respect to separate parcels 

or por t ions of such T r a c t and owned severa l ly by d i f f e r e n t persons, the 

T r a c t Pa r t i c i pa t i on of such T r a c t sha l l , i n the absence of a recordable i n 

s t rument among a l l owners f i x i n g the d i v i s i o n of ownership , be d iv ided among 

a l l owners f i x i n g the d i v i s i o n of ownership, be d iv ided among such parce ls or 

port ions i n p ropo r t i on to the number of surface acres i n each. 

15. B A L A N C I N G O F PRODUCTION. U n i t Opera tor shal l make a proper 

and t i m e l y gauge of a l l lease and other tanks located on each commi t t ed T r a c t 

i n o rde r to ascer ta in the amount of merchantable o i l i n such tanks, above the 

pipe l ine connections, as of 7:00 a . m . on the e f fec t ive date hereof . A l l 

Uni t i zed Substances which are a par t of the p r i o r al lowable of the w e l l or we l l s 

f r o m which the same were produced shal l be and r e m a i n the p rope r ty of the 

Work ing In te res t Owners ent i t led thereto as i f the Uni t had not been f o r m e d 

and such Work ing In teres t Owners shal l p r o m p t l y remove same. Any such 

Uni t i zed Substances not so removed may be sold by the Uni t Opera tor f o r the 

account of such Working Interest Owners , subject to the payment of a l l r oya l t y 

to Royal ty Owners under the t e rms and provis ions of the applicable lease or 

leases and other cont rac ts . A l l such Uni t i zed Substances which are i n excess 

of the p r i o r al lowable of the w e l l or wel l s f r o m which the same were produced 

sha l l be regarded and t rea ted the same as Uni t ized Substances produced a f t e r 

the e f fec t ive date hereof . I f , as of the ef fec t ive date hereof , any T r a c t is 

over -produced w i t h respect to the al lowable of the w e l l o r we l l s on that T r a c t 

and the amount of such ove r -p roduc t ion has been sold or o therwise disposed of. 



such over -p roduc t ion shall be regarded and included as a par t of the 

Uni t ized Substances produced a f t e r the ef fec t ive date hereof and the 

amount thereof charged to such T r a c t as having been de l ive red to the 

persons ent i t led to Uni t ized Substances al located to such T r a c t . 

16. R O Y A L T Y S E T T L E M E N T . The State of New Mexico and a l l 

Royal ty Owners who, under exis t ing contracts , are ent i t led to take i n k ind 

a share of the Uni t i zed Substances produced f r o m any commi t t ed T r a c t , 

shal l he reaf te r be ent i t led to take i n k ind the i r share of the Uni t ized 

Substances al located to such T r a c t , and Uni t Operator sha l l make de

l i v e r i e s of such Royalty share taken in k ind i n c o n f o r m i t y w i t h the ap

pl icable contrac ts , laws and regulat ions . Settlement f o r Royal ty Interests 

not taken i n k ind shal l be made by Work ing In te res t Owners responsible 

the re fo r under ex is t ing contracts , laws and regulat ions , on or before the 

las t day of each month f o r Uni t ized Substances produced dur ing the p r e 

ceding calendar month; provided, however, that nothing h e r e i n contained 

shal l operate to re l ieve the lessees of any land f r o m the i r respect ive lease 

obligations f o r the payment of any roya l t i es due under the i r leases except 

that said roya l t ies shal l be computed i n accordance w i t h the t e r m s of th is 

agreement. 

I f gas obtained f r o m lands not subject to this agreement is in t roduced into 

the Uni t ized F o r m a t i o n f o r use i n pressure maintenance, s t imu la t ion of p r o 

duct ion, or increas ing u l t imate r ecovery , which sha l l be in c o n f o r m i t y w i t h 

a plan f i r s t approved by the Commiss ioner and the Commiss ion , a l i ke amount 

of gas, less appropria te deductions f o r loss f r o m any cause, may be w i t h 

drawn f r o m the f o r m a t i o n into which the gas was in t roduced, roya l ty f r e e as 

to d ry gas, but not as to the products ext rac ted t h e r e f r o m ; provided that such 

w i t h d r a w a l sha l l be pursuant to such conditions and f o r m u l a e as may be p r e 

sc r ibed or approved by the Commiss ioner ; p rov ided f u r t h e r , that such r i g h t of 

w i t h d r a w a l sha l l t e rmina te on the t e r m i n a t i o n of th is agreement . I f l i que f i ed 

pe t ro leum gases obtained f r o m lands or f o rma t ions not subject to th i s agree

ment be in jec ted into the Uni t ized F o r m a t i o n f o r the purpose of increas ing 
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ul t imate recovery , wh ich shal l be i n conformance w i t h a plan f i r s t ap

proved by the Commiss ioner , par t or a l l of such l i que f i ed pe t ro leum gases 

may be wi thd rawn roya l ty f r e e pursuant to such conditions and fo rmu lae as 

may be p resc r ibed or approved by the Commiss ione r . 

Royal ty due on account of State lands shal l be computed and paid on 

the basis of a l l Uni t ized Substances al located to such lands. 

17. RENTAL, S E T T L E M E N T . Rentals on State of New Mexico lands 

subject to th is agreement shal l be paid at the rate spec i f ied i n the respect ive 

leases, or may be reduced or suspended under o rde r of the Commiss ioner 

pursuant to applicable laws and regula t ions . 

18. CONSERVATION. Operations hereunder and product ion of Uni t i zed 

Substances shal l be conducted so as to provide f o r the mos t economical and 

e f f i c i en t recovery of such substances to prevent waste as def ined by State 

laws or regula t ions . 

19. DRAINAGE. Uni t Operator sha l l take appropr ia te and adequate 

measures to prevent drainage of Uni t ized Substances f r o m the commi t t ed 

Trac t s by wel l s on land not subject to this agreement, o r , w i t h consent of the 

Commiss ioner and pursuant to applicable regula t ions , pay a f a i r and" reasonable 

compensatory roya l ty as de termined by the Commiss ione r . 

20. LEASES AND CONTRACTS CONFORMED AND E X T E N D E D . The 

t e r m s , conditions and provis ions of a l l leases, subleases, and other contracts 

r e l a t i ng to explora t ion , d r i l l i n g , development, or opera t ion f o r o i l , gas, gaseous 

substances, sulphur contained in gas, condensate, d i s t i l l a t e and a l l associated 

and constituent l i q u i d or l iquef iable hydrocarbons i n the under lands c o m m i t t e d 

to this agreement are hereby express ly m o d i f i e d and amended to the extent 

necessary to make the same c o n f o r m to the prov is ions hereof , but o therwise 

to r e m a i n i n f u l l f o r c e and e f fec t ; and the par t ies hereto hereby consent that 

the Commiss ioner as to State leases shal l by his approva l hereof , or by the 

approval hereof by h is duly author ized representa t ive , does hereby es tabl i sh , 

a l t e r , change or revoke the d r i l l i n g , producing, r en ta l , m i n i m u m r o y a l t y and 
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roya l ty requi rements of State leases commi t t ed hereto and the regulat ions 

i n respect thereto to c o n f o r m said requi rements to the prov is ions of this 

agreement, and wi thout l i m i t i n g the general i ty of the fo rego ing , a l l leases, 

subleases, and contracts are p a r t i c u l a r l y m o d i f i e d i n accordance wi th the 

fo l l owing : 

(a) The development and operat ion of lands subject to th is agreement 
under the t e rms hereof shal l be deemed f u l l pe r fo rmance of a l l obligat ions f o r 
development and operat ion w i t h respect to each and every par t or separately 
owned T r a c t commi t t ed to this agreement, regardless of whether there is any 
development of any pa r t i cu l a r par t of or T r a c t of un i t i zed land, no twi ths tand
ing anything to the con t ra ry i n any lease, operat ing agreement or other con
t r a c t by and between the par t ies here to , or t he i r respect ive predecessors i n 
in te res t , or any of them. 

(b) D r i l l i n g and producing operations p e r f o r m e d hereunder upon any 
T r a c t of uni t ized land w i l l be accepted and deemed to be p e r f o r m e d upon and 
f o r the benef i t of each and every T r a c t of un i t i zed land; and no lease sha l l be 
deemed to expi re by reason of f a i l u r e to d r i l l or produce we l l s si tuated on the 
land there in embraced. 

(c) Suspension of d r i l l i n g or producing operations on a l l uni t ized 
lands pursuant to d i r ec t i on or consent of the Commiss ioner shal l be deemed 
to constitute such suspension pursuant to such d i r e c t i o n o r consent as to each 
and every T r a c t of uni t ized land. 

' (d) Each lease, sublease, or contract r e l a t ing to the exp lora t ion , 
d r i l l i n g , development or opera t ion f o r o i l , gas, gaseous substances, sulphur 
contained in gas, condensate, d i s t i l l a t e and a l l associated and consti tuent 
iic^uid or l iquef iab le hydrocarbons i n and under lands, other than tho.se of the 
United States, i n lands commi t t ed to this agreement, wh ich by i ts t e rms m i g h t 
expire p r i o r to the t e r m i n a t i o n of this agreement, i s hereby extended beyond 
any such t e r m so provided the re in so that i t shal l be continued in f u l l f o r c e 
and e f fec t f o r and dur ing the t e r m of th is agreement, as to the land c o m m i t t e d 
so long as such lease remains subject here to . 

(e) Any lease embrac ing lands of the State of New Mexico having only 
a po r t i on of i ts lands commi t t ed hereto shal l be segregated as to the p o r t i o n 
commi t t ed and as to the po r t ion not commi t t ed and the t e r m s of such lea se 
sha l l apply separately as to such segregated port ions commencing; as of the e f 
fec t ive date hereof . Notwithstanding any of the prov is ions of this agreement 
to the con t r a ry , any lease embrac ing lands of the State of New Mexico having 
only a por t ion of i t s lands commi t ted hereto shal l continue i n f u l l fo rce and 
e f fec t beyond the t e r m provided there in as to a l l lands embraced in such lease, 
i f Uni t ized Substances are d iscovered and are capable of being produced i n 
paying quantit ies f r o m some par t of the lands embraced i n such lease c o m m i t t e d 
to this agreement at the exp i ra t ion of the secondary t e r m of such lease; or i f , 
at the exp i ra t ion of the secondary t e r m , the lessee or the Uni t Operator is 
then engaged in bona f ide d r i l l i n g or r e w o r k i n g operations on some par t of the 
lands embraced the re in , any such lease sha l l r e m a i n i n f u l l fo rce and e f f e c t 
so long as such operations are being d i l i gen t ly prosecuted, and i f they r e su l t 
i n the product ion of Uni t ized Substances, said lease sha l l continue i n f u l l f o r c e 
and e f fec t as to a l l of the lands embraced the re in , so long the rea f t e r as U n i t 
ized Substances are produced i n paying quanti t ies f r o m any p o r t i o n of said 
lands. 
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2 1 . COVENANTS RUN W I T H L A N D . The covenants he re in sha l l be 

construed to be covenants running w i t h the land w i t h respect to the in te res t s 

of the par t ies hereto and the i r successors i n in te res t u n t i l this agreement 

te rmina tes , and any grant, transfer,- or conveyance of in t e res t i n [Land or 

leases subject hereto shall be and hereby is condit ioned upon the assump

t ion of a l l p r iv i l eges and obligations hereunder by the grantee, t r ans fe ree , 

or other successor i n in te res t . No assignment or t r ans fe r of any Work ing 

In te res t subject hereto shal l be binding upon Uni t Opera tor u n t i l the f i r s t day 

of the calendar month a f t e r Unit Operator is f u r n i s h e d w i t h the o r i g i n a l , 

photostatic or c e r t i f i e d copy of the ins t rument of t r a n s f e r ; and no ass ign

ment or t r a n s f e r of any Royalty In teres t shal l be binding upon the Work ing 

In te res t Owner responsible the re for u n t i l the f i r s t day of the calendar month 

a f t e r said Working In teres t Owner is f u r n i s h e d w i t h the o r i g i n a l , photostatic 

or c e r t i f i e d copy pf the ins t rument of t r a n s f e r . 

22. E F F E C T I V E D A T E AND T E R M . This agreement shal l become 

binding, upon each party who executes or r a t i f i e s i t as of the date of execut ion 

or r a t i f i c a t i o n by such pa r ty and shall become ef fec t ive as of 7:00 o 'c lock 

a . m . of the f i r s t day of the calendar month next f o l l o w i n g the approva l by 

the Commiss ioner . 

There mus t be an execution or r a t i f i c a t i o n of this agreement and the Uni t 

Operat ing Agreement by Working Interes t Owners owning a combined Secondary 

Phase Uni t Pa r t i c i pa t i on of at least 80 per cent, and the execution or r a t i f i c a t i o n 

of the agreement by Royal ty Owners owning a combined in te res t of at least 65 

per cent of the Royal ty In teres t , i n said Unit A r e a . 

There must be f i l e d at least one counterpar t of th is agreement f o r r e c o r d 

i n the o f f i ce of the County C l e r k of MeKin ley County, New Mexico , by the U n i t 

Opera tor . 

Uni t Operator shal l , w i t h i n t h i r t y (30) days a f t e r the e f fec t ive date of th is 

agreement, f i l e f o r r e c o r d i n the o f f i ce where a counterpar t of this agreement 

is recorded , a c e r t i f i c a t e to the ef fec t that this agreement become e f fec t ive 

according to i ts t e r m s and stating f u r t h e r the e f fec t ive date. 
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The t e r m of this agreement shal l be f o r and du r ing the t ime that 

Uni t ized Substances are produced in paying quantit ies f r o m the Unit Area, 

and so long the rea f te r as d r i l l i n g , r ework ing or other operations ( including 

secondary r ecovery operations) are prosecuted thereon without cessat ion 

of m o r e than ninety (90) consecutive days, unless sooner t e rmina ted by 

V/orking In teres t Owners i n the manner he re ina f t e r p rov ided . 

This agreement may be te rmina ted w i t h the approval of the Land C o m 

mis s ione r and the Working Interest Owners owning 75 per cent Unit P a r t i 

c ipa t ion whenever such Work ing In teres t Owners de te rmine ' tha t Uni t 

operations are no longer p ro f i t ab l e , feasible or i n the in te res t of conserva

t i on . Notice of any such t e r m i n a t i o n shal l be given by Uni t Operator to a l l 

par t ies here to . 

Upon t e rmina t i on of this agreement, the f u r t h e r development and opera

t ion of the Unit A r e a as a Unit shall be abandoned, Uni t operations sha l l 

cease, and the rea f t e r the part ies hereto shal l be governed by the t e r m s and 

provis ions of the leases and contracts a f fec t ing the separate t r a c t s j u s t as 

i f this agreement had never been entered in to . 

I f not otherwise covered by the leases un i t i zed under th is agreement, 

Royal ty Owners hereby grant Work ing In teres t Owners a pe r iod of s ix months 

a f t e r t e r m i n a t i o n of this agreement i n which to salvage, s e l l , d i s t r ibu te or 

otherwise dispose of the personal p roper ty and f a c i l i t i e s used i n connection 

w i t h Uni t operat ions. 

23. APPEARANCES. . Uni t Operator sha l l , a f t e r notice to o the r ' pa r t i e s 

af fected, have the r i gh t to appear f o r or on behalf of any and a l l in te res t s a f 

fected hereby before the Commiss ion and to appeal f r o m orders issued under 

the regulat ions of said Commiss ion or to apply f o r r e l i e f f r o m any of said 

regulat ions or i n any proceedings re la t ive to operations before the C o m m i s s i o n , 

or other l ega l ly consti tuted au thor i ty ; p rovided , however , that any other i n 

teres ted par ty sha l l also have the r i g h t at h is or i t s own expense to be hea rd 

i n any such proceeding. 
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24. NOTICES. A l l notices, demands, objections or statements r e 

qui red hereunder to be given or rendered to the par t ies hereto shal l be 

deemed f u l l y given i f made in w r i t i n g and personal ly de l ive red to the par ty 

or par t ies at the i r respective addresses set f o r t h i n connection w i t h the 

signatures hereto or to the r a t i f i c a t i o n or consent hereof or to such other 

address as any such par ty may have fu rn i shed i n w r i t i n g to par ty sending 

the not ice, demand or statement. 

25. NO WAIVER O F C E R T A I N RIGHTS. Nothing i n this agreement 

contained- shal l be construed as a waiver by and par ty hereto of the r i g h t to 

asser t any legal or const i tu t ional r i gh t or defense as to the v a l i d i t y or i n 

va l id i ty of any la"w of the State of New Mexico , or regulat ions issued t he r e 

under i n any way a f fec t ing such par ty, or as a wa ive r by any such par ty of 

any r i g h t beyond his or i ts author i ty to waive . 

26. U N A V O I D A B L E D E L A Y . A l l obligations under this agreement r e 

qu i r i ng the Uni t Operator to commence or continue d r i l l i n g or to operate on 

or to produce Uni t i zed Substances f r o m any of the lands subject to th is agree

ment shal l be suspended whi l e , but only so long as, the Uni t Opera tor , de

spite the exercise of due care and di l igence , is prevented f r o m complying 

w i t h such obl igat ions, i n whole or i n par t , by s t r i kes , acts of God, Fede ra l , 

State, or m u n i c i p a l law or agencies, unavoidable accidents , uncont ro l lab le 

delays in t ranspor ta t ion , i n a b i l i t y to obtain necessary m a t e r i a l s i n open 

marke t , or other ma t t e r s beyond the reasonable c o n t r o l of the Unit Operator 

whether s i m i l a r to ma t t e r s he re in enumerated or not . 

27. LOSS OF T I T L E . I f any T r a c t of un i t ized land ceases to have 

su f f i c i en t Working Interes t or Royal ty In te res t c o m m i t t e d to th is agreement 

to meet the conditions of Section 13 because of f a i l u r e of t i t l e to any par ty 

hereto , such T r a c t sha l l be regarded as not c o m m i t t e d hereto as of 7:00 a . m . 

on the f i r s t day of the calendar month i n which such f a i l u r e of t i t l e is f i n a l l y 

de te rmined; p rovided , however, that no such T r a c t shal l be so regarded i f 
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same can be r equa l i f i ed under said Section 13 w i t h i n ninety (90) days 

a f t e r the date on which such t i t l e f a i l u r e was f i n a l l y de te rmined . I f any such 

T r a c t cannot be so r equa l i f i ed , Unit .Operator sha l l recompute the T r a c t 

Pa r t i c ipa t i on of each T r a c t of uni t ized land r ema in ing subject to th is agree

ment so that such T r a c t Par t ic ipa t ions shal l r e m a i n i n the same ra t io one 

to another. Therea f t e r , Uni t Operator shal l revise Exhib i t s E - l , E-2 and 

E-3 conformably w i t h such re computat ion. Each such rev i sed exhibi t sha l l 

be ef fec t ive at 7:00 a. m . on the f i r s t day of the calendar month i n which 

such f a i l u r e of t i t l e is f i n a l l y de termined. 

I f t i t l e to a Working Interes t f a i l s , the r igh t s and obligations of W o r k i n g 

In te res t Owners by reason of such f a i l u r e shal l be governed by the Uni t 

Operat ing Agreement . I f t i t l e to a Royal ty In te res t f a i l s , but the T r a c t to 

which i t re lates remains commi t ted to this agreement, the Royal ty Owner 

whose t i t l e f a i l e d shal l not be ent i t led to par t ic ipa te hereunder insofa r as i t s 

pa r t i c ipa t ion is based on such los t Royal ty In te res t . 

In the event of a dispute as to the t i t l e to any Work ing or Royal ty In te res t , 

or other in te res t subject hereto, payment or de l i ve ry on account thereof may 

be wi thhe ld without l i a b i l i t y or in te res t u n t i l the dispute is f i n a l l y set t led; 

provided, that as to State land or leases, no payments of funds due the State 

of New Mexico shall be wi thheld , such funds of the State shal l be deposited as 

d i rec ted by the Commiss ioner , a l l to be held as unearned money pending f i n a l 

set t lement of the t i t l e dispute and then applied as earned or r e tu rned in ac

cordance w i t h such f i n a l set t lement. 

Uni t Opera tor , as such, is r e l i eved f r o m any r e spons ib i l i t y f o r any de

fec t or f a i l u r e of t i t l e hereunder . 

28. NONJOINDER AND S U B S E Q U E N T J O I N D E R . Any oil or gas interest 

within the Unit A r e a not committed hereto prior to the effective date of this 

agreement may thereafter be committed, upon compliance with the applicable 

provisions of this Section 30 and of Section 13 ( T R A C T S Q U A L I F I E D F O R 

P A R T I C I P A T I O N ) by the owner or owners thereof subscribing or consenting 
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co this agreement:and, i f such uncommit ted in te res t is a w o r k i n g in te res t , 

by the owner of such in te res t also subscr ib ing to the Uni t Opera t ing Agreemen t . 

Such r i g h t o f ; jo inder subsequent to the e f fec t ive date hereof shal l be sub

jec t to such requi rements or approvals and sha l l be upon such t e r m s and 

conditions as may be agreed to by at least 65 per cent of the then Vot ing I n t e r -
i 

ests of the Work ing In te res t Owners , and approval by the C o m m i s s i o n e r , w i t h 

appropr ia te rev is ions of Exhib i t s E - l . a n d E - 2 , e f fec t ive as of 7:00 a . m . 

on the f i r s t day of the calendar month next f o l l o w i n g such agreement by the 

V/orking In teres t Owners . 

A f t e r f i n a l approval of" this agreement, jo inder by a non -work ing i n t e r e s t 

owner must be consented to i n w r i t i n g by the Work ing In te res t Owners c o m 

m i t t e d hereto and responsible f o r the payment of any benef i ts wh ich may 

accrue hereunder i n behalf of such non-work ing in te res t . 

29. COUNTERPARTS. This agreement may be executed i n any number 

of counterpar t s , no one of which needs to be executed by a l l pa r t i e s , or i t may 

be r a t i f i e d or consented to by separate ins t rument i n w r i t i n g s p e c i f i c a l l y r e 

f e r r i n g here to and shal l be binding upon a l l those par t ies who have executed 

such a counterpar t , r a t i f i c a t i o n , or consent hereto w i t h the same f o r c e and 

ef fec t as i f a l l such par t ies had signed the same document and regardless! of 

whether o r not i t i s executed by a l l other par t ies owning or c l a i m i n g an in t e re s t 

i n the lands w i t h i n the above descr ibed Uni t A r e a . 

30. TAXES. The Work ing In te res t Owners sha l l render and pay f o r 

t he i r account and the account of the Royal ty Owners a l l v a l i d taxes on or 

measured by the Uni t i zed Substances i n and under or that may be produced, 

gathered and sold f r o m the land subject to this agreement a f t e r the e f f ec t ive 

date of th is agreement, or upon the proceeds or net proceeds de r ived t h e r e 

f r o m . The Work ing In te res t Owners i n each T r a c t may charge the p roper 

p r o p o r t i o n of said taxes to the Royal ty Owners having in teres ts i n ssaid T r a c t , 

and may c u r r e n t l y r e t a in and deduct su f f i c i en t of the Un i t i zed Substances o r 

de r iva t ive products , or net proceeds thereof , f r o m the a l loca ted share of each 

Royal ty Owner to secure r e imbur semen t f o r the taxes so pa id . No such taxes 
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shal l be charged to the State of New Mexico or to any lessor who has a 

contract w i t h his lessee which requires the lessee to pay such taxes. 

In o rder to avoid t i t l e f a i l u r e s which migh t inc identa l ly cause the t i t l e 

to a Working Interes t or Royalty In teres t to f a i l , the owners of (1) the surface 

r igh ts to each commi t t ed T r a c t , (2) severed m i n e r a l or roya l ty in te res t i n 

said Trac t s and improvements located on said Trac t s not u t i l i z e d f o r Uni t 

Operations shal l ind iv idua l ly be responsible f o r the r end i t ion and assessment, 

f o r ad v a l o r e m tax purposes, of a l l such p roper ty , and f o r the payment of 

such taxes, except as o therwise provided i n any contract or agreement be

tween such owners and a Work ing In teres t Owner or Owners . I f any ad 

v a l o r e m taxes are not paid by such owner responsible t he re fo r when due, 

Unit Operator may, at any t ime p r i o r to tax sale, pay the same, redeem 

such p rope r ty and discharge such tax l iens as may ar i se through nonpayment. 

In the event Uni t Opera tor makes any such payment or redeems any such 

proper ty f r o m tax sale, Uni t Operator shal l be r e i m b u r s e d t he r e fo r by the 

Work ing In te res t Owners i n p ropor t ion to the i r respect ive Uni t Par t i c ipa t ions 

then i n e f fec t , and Unit Operator shall wi thhold f r o m any proceeds de r ived 

f r o m the sale of Uni t ized Substances o therwise due to said delinquent t ax 

payer or taxpayers an amount suf f ic ien t to de f ray the costs of such payment 

or redempt ion, such wi thholding to be d i s t r ibu ted among the Work ing In te res t 

Owners i n p ropor t ion to the i r respect ive contr ibut ions toward such payment 

or redempt ion . Such withholding shall be wi thout p re jud ice to any other reme 

ei ther at law or i n equity, which may be available f o r exercise by the Uni t 

Operator or by the Work ing In teres t Owners . 

3 1 . C O N F L I C T OF SUPERVISION. Neither the Unit Opera tor nor the 

Work ing In te res t Owners or any of them sha l l be subject to any f o r f e i t u r e , 

t e rmina t i on , or exp i ra t ion of any r ights hereunder or under any lea.ses or 

contracts subject here to , or to any penalty or l i a b i l i t y on account of delay or 

f a i l u r e i n whole or i n par t to comply w i t h any applicable p rov is ions thereof to 

the extent that the said Uni t Operator , Work ing In te res t Owners , or any of 

them are h indered, delayed or prevented f r o m comply ing t h e r e w i t h by reason 
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of the failure of the Unit Operator to obtain, in the exercise of due diligence, 

the concurrence of proper representatives of the State of New Mexico in and 

about any matters or things concerning which it is required herein that such 

concurrence be obtained. The parties hereto, including the Commission, 

agree that a l l powers and authority vested in the Commission in and by any 

provisions of this contract are vested in the Commission and shall be exercised 

by it pursuant to the provisions of the laws of the State of New Mexico and sub

ject, in any case, to appeal or judicial review as may now or hereafter be 

provided by the laws of the State of New Mexico. 

32. NO P A R T N E R S H I P . It is expressly agreed that the relation of the 

parties hereto is that of independent contractors and nothing in this agreement 

contained, express or implied, or any operations conducted hereunder, .shall 

create or be deemed to have created a partnership or association between the 

parties hereto or any of them. 

33. O I L R E S E R V A T I O N A G R E E M E N T . Notwithstanding any other pro

visions pf this agreement to the contrary, each Working Interest Owner r e 

serves unto itself and expressly excepts from the provisions and effect of this 

agreement, the oil payment or oil payments applicable to the Unitized Substances 

specified for such Working Interest Owner in the Oi l Reservation Agreement 

executed by the Working Interest Owners concurrently herewith, subject, 

however, to the provisions and terms of said Oi l Reservation Agreement. It 

is further understood and agreed, however, that the rights and interests of 

Royalty Owners, as set out herein, shall in no manner be affected or altered 

by such reservations and exception by Working Interest Owners or by the pro

visions and terms of said Oi l Reservation Agreement. 

34. 3 0 R D E R A G R E E M E N T S . Subject to the approval of the Commis s ione r , 

the Uni t Opera tor , w i t h concurrence of per cent of the then Vot ing In teres ts 

of the Working In teres t Owners, may enter into a b o r d e r - p r o t e c t i o n agreement 

or agreements w i t h the w o r k i n g in te res t owners of lands adjacent to the c o m 

m i t t e d Trac t s w i t h respect to the operations i n the border are f o r Ihe m a x i m u m 

u l t ima te r ecovery , conservat ion purposes and proper p ro tec t ion of the pa.rties 

and in te res t . 



IN WITNESS W H E R E O F , the parties hereto have caused this agree

ment to be executed as of the date f i r s t above written and have set 

opposite their respective names the date of execution and the address 

of each of the respective executing parties. 

UNIT O P E R A T O R AND WORKING 
I N T E R E S T OWNER 

A i i JL. b x : 

Secretary By 

Date of Signature: 



E X H I B I T " A 

Santa Fe (Hurs t ) Lease (No. 3487) 

O i l and Gas Lease dated November 23, 1923, by and between the Santa Fe 
Pac i f i c Ra i l road Company, a corpora t ion , Lessor , and Paul C. Hancock, 
Lessee, cover ing 687. 80 acres situated i n MeKin ley County, New Mexico , 
to w i t : — 

A l l of Section One (1), Township Seventeen (17) N o r t h , 
Range Nine (9) West of the New Mexico M e r i d i a n , 

and amended by Supplemental Agreement dated August 15, 1941 by said 
Lessor and P e t r o l e u m Products Corpora t ion , Lessee. 

Santa Fe (Osborne) Lease (No. 7668) 

O i l and Gas Lease dated Februa ry 1, 1938 by and between the Santa Fe P a c i f i c 
Ra i l road Company, a corpora t ion , Lessor , and Clarence B . Osborne, et a l , 
Lessee, cover ing 189.47 acres situated i n MeKin ley County, New Mexico , 
to w i t : •— 

A l l of Lots Two (2), Three (3) and Four (4), and the East 
half of the Southwest Quar ter (E /2 SW/4) of Section T h i r t y -
one (31), Township Eighteen (18) N o r t h , Range Eight (8) West 
of the New Mexico M e r i d i a n . 

State of New Mexico (No. 662) Lease 

O i l and Gas Lease dated October 20, 1922 by and between the State of New 
Mexico (acting through i ts Commiss ioner of Publ ic Lands) Lesso r , and Theo 
N. Espe, Lessee, insofa r and only insofar as said Lease covers 440 acres of 
land situated i n MeKin l ey County, New Mexico , to w i t : 

The Southeast Quar ter of the Southwest Quar ter (SE/4 SW/4) 
and the Southwest Quarter of the Southeast Quar ter (SW/4 SE/4) , 
the South half of the Northeast Quarter (S/2 NE/4 ) and the N o r t h 
half of the Southeast Quar ter (N/2 SE/4) and the Southeast Quar ter 
of the Southeast Quar ter (SE/4 SE/4),the South half of the N o r t h 
west Quar ter (S/2 NW/4) and the Nor thwest Quar ter of the N o r t h 
east Quar ter (NW/4 N E / 4 ) and the Northeast Quar ter of the N o r t h 
west Quar ter (NE/4 NW/4) A L L in Section T h i r t y - s i x (36), T o w n 
ship Eighteen (18) Nor th , Range Nine (9) West of the New Mexico 
M e r i d i a n . 

State of New Mexico (B-1276) Lease 

O i l and Gas Lease dated October 20, 1932 by and between the State of New 
Mexico (acting through i ts Commiss ioner of Publ ic Lands) Lesso r , and P. L . 
N icho l , Lessee, insofa r and only insofa r as said Lease covers 120 acres of 
land si tuated i n MeKin l ey County, New Mex ico , to w i t : 

The West half of the Southwest Quar ter (W/2 SW/4) and the N o r t h 
east Quar ter of the Southwest Quar ter (NE/4 SW/4) A L L i n 
Section t h i r t y - s i x (36), Township Eighteen (18) N o r t h , Range 
Nine (9) West of the New Mexico M e r i d i a n . 





E X H I B I T E - l 

PART I 

SEVEN LAKES SAND UNIT T R A C T FACTORS 

Lease Name 

State of New Mexico 
(Wilson) 
Lease No. B-1276 

State of New Mexico 
Lease No. 662 
P a r t A 

State of New Mexico 
Leas e No» 662 
P a r t B 

State of New Mexico 
Lease No. 662 
P a r t C 

Lease Desc r ip t ion 

W/2 SW/4 , N E / 4 
SW/4 of Sec 36, 
T 18 N , R 9 W 

SE/4 SW/4 & SW/4 
SE/4 of Sec 36, 
T 18 N , R 9 W 

S/2 N E / 4 , N / 2 • 
SE/4 & SE/4 SE/4 
of Sec 36, T 18 N , 
R 9 W 

S/2 N W / 4 , N W / 4 N E / 4 , 
N E / 4 N W / 4 of Sec 36, 

T 18 N , R 9 W 

T o t a l State Leases 

Santa Fe Ra i l road 
Lease No. 3487 

Santa Fe R a i l r oad 
(Osborne) 
Lease No. 7668 

Sec 1, T 17 N , 
R 9 W, Lots 2, 3 
& 4, E / 2 SW/4 

Sec 31 , T 18 N , 
R 8 W 

To ta l Santa Fe R a i l r o a d Leases 

Grand T o t a l 

PART I I 

Gross T r a c t 
A c r e Feet F a c t o r * 

.26.27 0.3030 

562.72 6.4913 

164.42 1.8967 

- O ' 

753.41 8.6910 

7,915 .42 91.3090 

• o- - o -

7,915.42 91.3090 

8,668.83 100.0000 

UNIT P A R T I C I P A T I O N OF WORKING-INTEREST OWNERS** 

T r a c t Fac tor 

0. 3030 

6. 4913 

1. 8967 

91.3090 

0.0000 

Work ing In te res t 

0.78500 

0.82000 

. 0.82500 

0.83500 ' 

0.86000 

Unit P a r t i c i p a t i o n 
W . I . Owner 

0;2378 

5.3229 

1.5648 

76.2430 

0.0000 

100.0000 83.3685 

cent of Gross A c r e Feet 



E X H I B I T E - 2 

PART I 

HOSPAH SAND UNIT T R A C T FACTORS ' 

T r a c t Floodable T r a c t 
Number Lease Name Lease Desc r ip t ion A c r e Feet F a c t o r * 

1 State of New Mexico W / 2 SW/4, N E / 4 850.87 4.6972 
(Wilson) SW/4 of Sec 36, 
Lease No. B-1276 T 18 N, R 9 W 

2 State of New Mexico S E / 4 SW/4 & SW/4 3,386.44 18.6946 
Lease No. 662 S E / 4 of Sec 36, 
P a r t A T 18 N , R 9 W 

3 State of New Mexico S/2 N E / 4 , N/2 3,669.55 20.2575 
Lease No. 662 S E / 4 & S E / 4 S E / 4 
P a r t B of Sec 36, T 18 Ny 

R 9 W 

i r a c t 

State of New Mexico S/2 NW/4, NW/4 N E / 4 , 
Lease No. 662 N E / 4 NW/4 of Sec 36, 
P a r t C T 18 N , R 9 W 

- o -

Tota l State Leases _-7>906. 86 43.6494 

Santa Fe Ra i l road Sec 1, T 17 N 9 ,823 .71 54.2312 
Lease No. 3487 R 9 W, Lots 2,3 

& 4, E / 2 SW/4 

Santa Fe Ra i l road Sec 31 , T 18 N , 383.93 2.1195 
(Osborne) R 8 W 
Lease No. 7668 

Tota l Santa Fe Ra i l r oad Leases 10, 207. 64 56. 3506-

Grand T o t a l 18,114.50 100.0000 

PART I I 

UNIT P A R T I C I P A T I O N OF WORKING INTEREST OWNERS** 

Uni t P a r t i c i p a t i o n 
Number T r a c t Factor Working Interest W . I . Owner 

1 4.6972 0.78500 3.6873 

2 18.6946 0.82000 15,3296 

3 20.2575 0.82500 16.7124 

4 54.2312 0.83500 45„2830 

5 2.1195 0.86000 1.8228 

100.0000 82.8351 

As per cent of Floodable A c r e Feet 
A l l w o r k i n g in te res t owned by Texstar 


