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MR. STAMETS: Call the next case, 5149.

MR. DERRYBERRY: Case 5149. Application of Cities
Service 0il Company for compulsery pooling, Eddy County, New
Mexico.

MR. KELLAHIN: Tom Kellahin of Kellahin and Fox,
Santa Fe, New Mexico, appearing on behalf of the Applicant,
Cities Service 0il Company. I have one witness to be sworn.

MR. STAMETS: Any other appearances? Will the
witness stand and be sworn.

(Witness sworn.)
E, H. LOWRY

called as a witness, being first duly sworn, was examined
and testified as follows:

DIRECT EXAMINATION

BY MR. KELLAHIN:

Q Please state your name, by whom you are employed,

and in what capacity?

A E. H. Lowry, reservoir engineer with Cities Servicg

0il Company in Midland, Texas.

Q Mr. Lowry, have you previously testified before

this Commission?
A Yes, 1 have.

Q Are you familiar with the facts surrounding this
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LOWRY-DIRECT prge b

particular Application by Cities Service?

A Yes, I am,

MR. KELLAHIN: 1f the Examiner please, are our

witness' qualifications acceptable?
MR. STAMETS: They are.

BY MR, KELLAHIN:

Q Mr. Lowry, would you state briefly what the Appli-~

rant seeks?

A Basically, we seek forced pooling of the mineral
interests on the north half of Section 33, 21 South, 27 East,
[Eddy County, for the purpose of forming the standard 340-

cre-proration unit and drilling of a well at a standard

iocation.

Q Would you please refer to what has been marked as

gxhibit 1 and identify it for us, your unit area?

A The north half of Section 33, outlined in red. The

Froposed location is identified by the red arrow,

Q What formation are you compulsory pooling?
A The Pennsylvanian Zone and primary objective would
Fe Morrow.
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Q What, if any, interest are outstanding that have
not voluntarily agreed tc --

A {(Interrupting} The very northwest corner of the
Section, Section 33. At one point 80 acres velongs tc Mrs.
Jimenez -- I think that pronunciation is correct -- that

is the only acres not consented to join this unit.

Q Cities Service 0il Company will be the operator?
A Yes, that is our request.
Q Will you please refer to what has been marked

Exhibit No. 2 and identify this for us?
A Exhibit No. 2 is a copy of a letter sent as dated
December 7th, 1973, to Mrs. Martinez Jimenez in Carlsbad,

New Mexico. The letter is signed by J. Frank Rieney.

Q What, if any, response have you had from Mrs.
Jiminez?

A We 've had no response whatever.

Q Would you_refer to what has been marked as Exhibit

-

No. 3 and identify it?
A kExhibit No. 3 is a detailed well estimate for which
we estimate the completion cost of the producer of $341,130,
an estimated dry hole at $243,100.
Q Now, Mr. Lowry, I would like to direct your atten-

tion to some questions concerning overhead charges and other
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operating costs and charges for supervising this particular
project. With regard to those individuals that have already
voluntarily agreed, what is the contractual relation --
what is the contractual arrangement with regard to overhead?

A The original contract called for $188 a month
administrative overhead and it has since been escalated to
$202.

Q Is there a particular type of escalation clause

A Yes, it's embodied in Copus 1972, under Section 3,
Paragraph 5(d). |

Q So as the way this overhead is presently computed,
those people have voluntarily agreed are participating on a

220 percent cverhead charge?

A $220 administrative.

Q I'm sorry, $220.

What is your recommendation with regard to charges
for supervision to be assessed against non-cecnsenting indi-
viduals here?

A Since the other working interest owners have con-
sented to this arrangement, we feel that this 1.8 acres
should also be required, to pay the 202.

We would also request that they be subject to the
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escalation clause in Copus 1-72, 1972.

Q Mr. Lowry, do you h~nve any recommendations with
regard to a risk factor to be charged?

A Yes, due to the unpredictable nature of the Penn-
sylvanian, in particularly the Morrow in this area, we
requested 200 percent risk factor for this well.

I might mention that the south half of Section 28
has been forced pooled and we got the same lack of response
from Jimenez' interest in the south of the very southwest
corner of Section 28, there was no vesponse from them therc.
The forced pooling request was granted.

Q In addition to those items you have already testi-
filed to, is City Service requesting the provision for the
Applicant to recover 1its cost of drilling and completion of
the well out of production?

A Yes, we would request that we be permitted to
withhold from production, from that share of production,
the drilling equipment allocated 1.1 acre.

< In your opinion, would approval of this applicatio
prevent waste and not impailr correlative rights of others?

A Yes.

Q E;hibits l, 2 and 3 were prepared by you or under

your directions and supervision?
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Hos. 1, 2 and 3 were admitted
in evidence.)
MR. KELLAHIN: That concludes our Direct Examination.
CROSS EXAMINATION
BY MR. STAMETS:

Q Mr. Lowry, if I understood the testimony right,
the other working interest owners in this unit have agreed
to the $202-~combined-figure-rate charges?

A Yes, that's correct. The original contract was
signed at $188, but due to the escalation clause in the Copus
1-72 accounting, it still has since been increased to 202.

Q 1 see that there are a couple of wells in the

ContdiAn 2D
wcLuvilii &

(g3
3
3
$

to the south, and this seems to be located between the pro-
ducing gas wells.
A That's correct.

Q Do you see that the risk of drilling>this Morrow
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. CROSS
X A Yes, they were.
MR. KELLAHIN: If the Examiner please, we move the
introduction of Exhibits 1, 2 and 3.
| MR. STAMETS: They will be so admitted.
E MR. KELLAHIN: Thank you.

' n‘. (Whereupon, Applicant's Exhibit
!
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Well is any greater than the risk involved in drililing other
Morrow gas wells in the area?
A No, I can't say that Mr. Examiner, other than the

inhefent risk in drilling completely in Morrow.

MR. STAMETS: Any other questions of the witness?

MR. KELLAHIN: No, sir.

MR. STAMETS: The witness may be excused. If
there is nothing further iin the case, take it under advise-

ment.
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STATE OF KEW MEXICO )
COUNTY OF SANTA FE ;SS’
I, RICHARD L. NYE, Court Reporter, do hereby certify
thaﬁ the foregoing and attached Transcript of Hearing before
the New Mexico 0Oil Conservation Commission was reported by

me, and the same is a true and correct record of the said

proceedings, to the best of my knowledge, skill and ability.

"/ p /J .:— :
‘f"/y"—-//// iy

[ -
“RICHARD L. NY ourt Reporter

Lode neresn pote LI e moo L "“*"T.‘:f,)l?“,g is

ERE I TR N ' o in
The Lol il L g T 5/’7¢$

Dozt oy e Cf Q/a/»z/( ...... . 12.74...
<) / /s s

o Cesielucrel A 8l Franiner
New Mewico Ci1 Conszrvation Commission
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CITIES SERVICE OIL COMPANY

idland, Texas 79701
| NS,
L C

ONSERVATION CON elephone: 215 £684-7131
Santa Fo July 7, 1974

J
ol

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

Attention: Mr. A, L. Porter, Jr.

Re: Cities Service 0il Company
Tracy-A No. 1 - Section 33,
T-21-S, R-27-E, Eddy County,
New Mexico

Gentlemen:

As provided in New Mexico 0il Conservation Commission Order R-4719,

an itemized schedule of actual well costs is herein presented for the

Cities Service Tracy-A No. 1. These figures arc complete as of July /))
2, 1974; however, some late charges mav be added, which normally are ﬁ(
small. The actual cost of this well is approximately $117,000 over

the original estimate presented at the hearing in Case No, 5149, V-’
This overrun was caused primarily because the well was d y completed

rrom the Morrow and Strawn formations while the Drilling Well Estimate

was based on a single Morrow completion.

Details on major overruns are as follows:

Amount
Item Over Comments
Casing $18,345 (urrent unstable tubular goods
prices.
Wellhead 4,393 Dual campletiom.
Tubing 3,741 Unstable tubular goods prices plus

Atlas Bradford couplings were in-
stalled for a more effective tubing
seal.

Packer 2,485 Ran both single and dual packers.



Cities Sexvice 0il Company Page 2
Tracy-A No. 1

Amount
Item Over Comment s

Stock Tanks $12,800 Prices increased substantially over
prices at the time of preparation of
DWE.

Separator 19,500 Price increase in Stack-pack from
$8500 to $14,000 each from time DWE
was prepared until separator pur-
chased. Used two separators for
dual completion.

Unit Time 9,578 Dual completion - extra trips for
treating, testing, etc.

DST's, Electric Logs, 4,868 Ran more DST's then originally plan-

etc. ned. Ran Coriband Log for perme-
ability determmination.

Acidizing, Fracing 4,813 - Stimuilated two zones.

Perforating 2,591 Perforated two zones.

Misc. Labor 5,500 Hooking up dual surface equipment
and tank batteries.

Cement and Cementing 6,009 Lost circulation while cementing

Services 11-3/4" casing requiring additional
: stages.
Drilling Mud 2,728 Lost circulation above Delaware.
Rental Equipment 2,570 Surface equipment used in testing

NUMETOUS ZOnes.
All non-consenting Working Interest Owners have been furnished a copy of

this letter and the attached Detailed Well Estimate showing actual cost
to date.

Very_ tyuly you .

E. F. Motter

Engineering Manager

Southwest Region
ERM:mfg : E & P Division




J. 0. No. cervn_11,800 COUNTY d state _New Mexjco
—_— —=2exjco
Morrow-St rawn

P ESTIM&TE ESTIMATE REVISED ACTUAL
DESCRIPTION ]GMDE 2128 1 Quan, w PRODUCER ORY HOLE [

ESTitMATE cosT

TANGIBLES
Cosing Set @ 400! H-4p 5 C 16 B —1 12 g |
w
| ST&C ip- A .

S—

et _@3soqt STsC 10-
) 11~ B 278
. N- =

et@i 800! N-8p LTEC 5. A

Well head connections g j 128

Tubing B ttress N-80 2- 11067 16 4 18650 2239]

, Sucker rods

. Bottom hole Pump ! —_— ]
Pzcker 1300 ]
’ Engine or motor

; Pumping unit

Electrical €quip. inc. Labor & Trans. _ ! i
Line Pipe, fittings inc. Labor & Trans. | ! 2000

- TANK BATTERY , ' 1 :
Stock tanks ___Costed A__|300 3 2200 :' 15000

G. B., seﬂler, free water K. 0. tank i
Segcruforz heater treater, etc, HSU~10F A !
Cost to install T, B. | i! 3
i
i
7
]

INTANGIBLES

Contract Drig. lobor (footage) $10. 50/ft 10330 103
Rotar day work 6 Days
Lalbextonk xoxk Unit Tim D

Subsurface €asing equioment 2rnn

000 |
D.S. T., electric logs, etc. m_ 16868
' I

]

Acidizing, fracing -

Perforating --.m-— 03
-=

Mise. com gny and contract labor -

Road build ing, location

OP &9 DETAILED WELL ESTIMATE
.wsu. wumsera\js LEASE Cities ‘ervice - Trac
—_— \G\N\
CONTRACTOR _ _ —— LocaTion _ 660! FNL, 2310 FwL
DATE 1/3/74 SECTION 33, IZIS, R27E

gemenf & cemenﬁn service - 11060 0000
ement squeeze jobs -
- I3 - A =
Drilling mud, chemicais ---- 60 ﬁ
rifling bits, coreheads, reamers --—-
Mud logging unit | T 3000 000 | T
Rental of miscellaneoys eg uip. -

Compan : contract hauling
Water, fuel

Misce”oneous incidentals-
—————2Us incidentals

Total estimated cosg . 1007
] Total estimate C.s. %

—_—




o GOVERNOR
N BRUCE KING
\ o OI1L CONSERVATION COB]x\ilSSION CHAIRMAN
P STATE OF NEW MEXICO LAND COMMISSIONER

MEMBER
87501

STATE GEOLOGIST

A.L.PORTER, JR.
February 13, 1974 SECRETARY - DIRECTOR

Re: Case No. 5149 -
Mr. Jason Kellahin Order No. R=-4719
Ty Kellahin & Fox Applicant :
; Attorneys at Law Pplicant:
5 Post Office Box 1769

’ Santa Fe, New Mexico Cities Service 0il co,
3

ALEX J. ARMIJO
P. 0. BOX 2088 - SANTA FE

Copies of the above-referenced
Commission order recently entered in the subject case.

193y

Dear Sir:
Enclosed herewith are two i

A, L. PORTFR Jr.
Secretary-Director

et

ALP/ir

Copy of order also sent to:

Hobbs OCC X
Artesia OcCcC X
Aztec occe

OTHER Mrs. Martina Jiminez, 14202 Fairgrove Street,
La Puente, California 71446

*




BFFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEwW MEXICO

IN THE MATTER OF THE KEARING
CALLFD BY THE OIIL CONSFRVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE NO. 5149
Order No. R-4719

APPLICATION OF CITIES SERVICE

OIL, COMPANY FOR COMPULSCRY
POOLING, EDDY COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cavse came on for hearing at 9 a.m. on January

16, 1974,
at Santa Fe, New iexico, hefcre Fxaminer Richard L. Stamets

A3 £

NQW, on this 13th day of February, 1974, the Commission,
a quorum being present, having considered the testimony, the
record, and the recommendations of the Examiner, and being fully
advisad in the premises,

?__“INDS :

(1) That due public notice having beesn giver as i1aquired by
law, the Commission has jurisdiction of this cause and the subject
matter thereof.

{2) That the applicant, Cities Service 0il Company, seeks
an oréder pooling all mineral interests in the Pennsylvanian
formaticon underlying the N/2 of Section 33, Township 21 South,

Range 27 East, NMPM, Eddy County, lNew Hexico.

(3) That the applicant has the right to drill and proposes
to drill its Tracy Well No. 1, to be located at - indard 1ocatioq
| for said unit.

{4) That there are interest owners in the proposed proration
unit who have not agreed to .1l their interests.

(5) That to avoid the drilling of unnecessary wells, to
protect correlative rights, and to afford to the owner of each
interest in said unit the opportunity tc recover or receive
iwithout unnecessary expense his just and fair share of the gas
ijin said pool, the subject application should be approved by
ﬁpooling all mineral interests, whatever they may be, within said
iunit.

£ (6) That tha applicant should be designated the operator of
. the subject well and unit.

(7) That any non-—-consenting working interest owner should
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be afforded the opportunity to pay his share of estimated weill
cnosts to the operator in lieu of paying his share of reasonable
wall costs out of production.

(8) That any non-consenting working interest owner that
does not pay his share of estimated well costs should have
withheld from production his share of the reasonable well costs
plus an additional 140 percent thereof as a reasonable charge for
the risk involved in the drilling of the well.

(2) That any non-consenting interest owner should be
afforded the oppertunity tc obiect to the actual well costs but
that actual well costs should be adopted as the reasonable well
costs in the absence of such objection.

(1LC) That following determination of reasonable well costs,
1 v any non-consgsenting working interest owner that has paid his
share of estimated cosets should pay to the operator any amount
that reasonable well costs exceed estimated well costs and
should receive from the operator any amount that paid estimated
well costs exceed reasonable well costs,.

. (11} That $202.00 per month should be fixed as a reasonable
charge for supervision {combined fixed rates); that this charge
should be adjusted annually based upon the percentage increase

or decrease in the average weekly earnings of crude petroleum

and gas production workers; that the operator should be authorized

tc withhold from production the proportionate share of such

supervision charge attributab! .o each non-consenting working

interest, and in addition thereto, the operator should be authorized
to withhold from production the proportionate share of actual
e.;penditures required for operating the subject well, not in

excess of what are reasonable, attributable to each non-consenting
working interest.

——

{12) That all vroceeds from production from the subject well
which are not disbursed for any reason should be placed in escrow

to be paid to the true owner thereof upon demand and proof of
ownership.

(13) That upon the failure of the operator of said pooled
unit to commence drilling of the well to which said unit is
dedicated on or before May 1, 1974, the order pooling said unit
should become null and void and of no effect whatscever.

IT IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be, in
the Pennsylvanian formation underlying the N/2 of Section 33,
Tovmship 21 South, Range 27 East, MNMPM, Eddy County, New Mexico,
are hereby pooled to form a standard 320-acre gas spacing and
iproration unit to be dedicated to its Tracy Well to. 1 to be
idrilled at a standard location for said unit.
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PROVIDED HOWEVER, that the operator of said unit shall
commence the drilling of said well on or before the first day
of May, 1974, and shall thereafter contlnue the drilling of
said well with due diligence to a depth sufficient to test the
Pennsylvanian formation:

PROVIDED FURYTHER, that in the event said operator does not
commence the drilling of said well on or before the first day
of May, 1974, Order (l) of this order shall be null and void
and of no effect whatsoever;

PROVIDED FURTHER, that should gaid well not be drilled to
completion, or abandonment, within 120 days after commencement
thereof, said operator shall appear before the Commission and
show cause why Order (1) of this order should not be rescinded.

E {2) That Cities Service 0il Company is hereby designated
the operator of the subject well and unit.

{3) That after the effective date of this order and within
30 days prior to commencing said well, the operator shall furnish
the Commission and each known working interest owner in the
subject unit an itemized schedule of estimated well costs.

(4) That within 30 days from the date the schedule of
estimated well costs is furnished to him, any non-consenting
working interest owner shall have the right to pay his share
of estimated well costs to the operator in lieu of paying his
share of reasonable well costs out of production, and that any
such owvner who pays his share of estimated well costs as provided
above shall remain liahie for operating costs but shall not be
liable for risk charges.

(5) That the operator shall furnish the Commission and each
kxnown working interest owner an itemized schedule of actual well
costs within 90 days fecllowing completion of the well; that if
no objection to the actual well costs is received by the Commissioh
and the Commission has not objected within 45 days following
recelpt of said schedule, the actual well costs shall be the
reaennable well costs; provided however, that if there is an
objection to actual well cosis within said 45~day period the
Commission will determine reasonable well costs after public
notice and hearing.

(6) That within 60 days following determination of reasonable
well costs, any non-consenting working interest owner that has
paid his share of estimated costs in advance as provided above
shall pay to the operator his pro rata share of the amount that
reasonable well costs exceed estimated well costs and shell
receive from the operator his pro rata share of the amount that
estimated well costs exceed reasonable well costs.
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{7) That the operator is hereby authorized toc withhold
the following costs and charges from production:

(A) The pro rata share of reasonable well costs
attributable to each non-consenting working
interest owner who has not paid his share of
estimated well costs within 30 days from the
date the schedule of estimated well costs is
furnished to him.

(B) As a charge for the risk involved in the
drilling of the well, 140 percent of the
pro rata share of reasonable well costs
attributable to each non-consenting
working interest owner who has not paid
his share of estimated well costs within
30 days from the date the schedule of
estimated well costs is furnished to him.

(8) That the oprerator shall distribute said costs and
charges withheld from prcduction to the parties who advanced
the well cost=s.

{9) That $202.00 per month is hereby fixed as a reasonable
charge for supervision {combined fixed rates), provided that
this rate shall be adjusted on the first day of April of each
year following the effective date of this order; that the
adjustment shall be computed by multiplying the rate currently
in use by the percentage increase or decrease in the average
weekly earnings of Crude Petroleum and Gas Production Werkers
for the last calendar year compared to the preceding calendar
vear as shown by "The Index of Average Weekly Earnings of Crude
Petroleum and Gas Production Workers" as published by the
United States Department of Labor, Bursau of Labor Statistics,
and the adjusted rate shall be the rates currently in use, plus
or minus the computed adjustment; that the operator is hereby
authorized to withhold from production the proportionate share
of such supervision charge attributable to each non-consenting
working interest, and in addition thereto, the operator is
hereby authorized to withhold from production the proportionate
share of actual expenditures required for operating such well,
not in excess of what are reasonable, attributable to each non-
consenting working interest.

(10) That the adjusced charge for supervision (combined
fixed rates) shall be filed with the Commission on or before
the first day of May of each year.

(11) That any unsevered mineral interest shall be considered

a seven-eighths (7/8) working interest and a one-eighth (1/8)

g%royalty interast for the purpose of allocating costs and charges

it

under the terms of this order.
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(12) That any well costs or charges which are to be paid
out of production shall be withheld only from the woriking
interests share of production, and no costs or charges shall be
withheld from production attributable to royalty interests.

(13) That all proceeds from preduction from the subject
well which are not disbursed for any reason shall be placed in
egcrow in Eddy County, New Mexico, to be pajid to the true owner
thereof upon demand and proof of ownership; that the operator
shall notify the Commissicon of the name and address of said
escrow agent within 90 days from the date of this order.

(14) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year hereinabove

rwmadaA
e FhhweLia e

STATE OF NEW MEXICO .
OIL CONSERVATION COMMISSION

I. R. TRUJILLO, Chairman

g

Cééké%”

%;Fx J JO, Member

QWC&Z/} A

L. PORTER, JR., ;!mbe

& Secretary

SEAL

jx/




Y
o

).
PR

A

CITGO

‘ o . }l'vu
CITIES SERVICE OIL COMPANY Box 4906
Midland, Texas 79701
Telephone: 915 684-7131%

February 21, 1974

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

Re: JCompulsory Pooling - N/2 Section 33,
T-21-S, R-27-E, Eddy County, New
Mexico, Dedicated to Tracy No. 1

4 _ - Genitlemen:

Attached hereto is a Drilling Well Estimate in the amount of $243,100 !
for a dry hole and $341,130 for a producer as required in N.M.C.C.C.

Order R-4719 for the Cities Service 0il Company Tracy Wo. 1 to be
drilled 1980' FWL and 660' RNL, Section 33, T-21-S, R-27-E, N.M.P.M.,
Eddy County, New Mexico. Proration unit to be dedicated to the Tracy
No. 1 will be composed of the N/2 Section 33.

All non-consenting working interest owners are being furnished a copy
of the Drilling Well Estimate. Those working interest owners joining

i voluntarily were fumished a Drilling Well Estimate along with the
Operating Agreement at an earlicr date.

i , Ve é’ urs ,
[ T /ﬂ%

E. F. Motter
Engineering Manager
Southwest Region

E § P Division

EFM:mfg
Enc.
cc: Mrs, Martina Jiminez

711 Ortega Street
Carlsbad, New Mexico 88220

Mr. Mike Martinez
14202 Fairgrove Street
La Puente, Calif. 71446
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oP = DETAILED WELL CSTIMATE
’ 1 LEASE Cig_xg_;‘grmco - Tracy
WELL NUMBER . —_—
CONTRACTOR __ vacaTion .. _ 0COT ¥FHL, 1 1030‘ FHL —
DATE 1-10-24 {Reviced) , scetion 34,7218, RA7L: '
Q. NO. DEPTH _LI;A_QQ_Q,'_»,_ county _._ ratdy svaTe __hew Mexice
Morrew , .
DESCRIPTION GRAOC‘ S17E { GUAN, w pEr?Jt:ucArTg Sgy;fé:é s;jsErvlls:*?e Agzy -
TAHGIBLES
Casing
Set @ 400" H-40 STLC 16 A 405 65 4,450 4,450
ST&C 10-274 A 1,525 0,5, 10,050} 10,050 ]
ST&C 10-3/4 A 1,030 5.5 7,600 7,600
Set @ 35507 ST&C 10-3/4 A IL,030 Aol 0 8,500 8,500
N-80 L1eC 5-172 | & 9. 629 17 9,500 -—-
Set (@ 11800' N-80 LT&C 5-1/2 A 2,269 RO ! 34,380 -
Well head connections R 8,500 2.500
Tubing Buttress N-80 2-7/8 11,300 { 6.4 18,650 —
Sucker rods |
Bottom hole pump
Packer 1,390 ——
Engine or motar
Pumping unit
Electrical equip. inc. Lehor & Trons. 1
Line pipe, fittings inc. Lobor & Trans.
TARE. SATTERY -
Stock tanks  Coated 210 A 1)-- 2,200 —— .
C. B., scitler, frcz vioter K. O. tosk
Separator, heater treater, ete, 8,500 -
Cost to install T. 3. 1,500 ——
FITANGIDLES ]
Contract Drlg. lobor {{ootoge) @ $11,00/f¢. 129,800 129,300 i
Rotary day work 6 days A $2200/dav 13,200 13,200
3GaculaX _ Unit Time 5 days 2,200 ——
- Subsurface casing cquipment 3,500 2.000
D. S. T., clectric logs, cte. 12,006 12,000
Acidizing, fracing 4,390 ——
Pertorating 2,500 —
lisc. company and contract labor 3,000 2,000
Rood building, locaotion 5,000 5,000
| Cement & ccmcnfing service 11,040 11,000
Ccnmnt t squecze jobs
Du”mg mud, chemicals 16,020 16,060
k_D_nlhnq bns “corch oods, reomers
 Mud d lonning wnit 3 020 3,000
[ Rental of miscelluncous equip. 2,010 2,000
| Company, controct houling 3,300 2,000
Vuter, fuel . 10,0201 10,000
Misccllancous incidentals 5,030 3,000
Total astinated coat - 1603 T 341,150 | 243,100 !
[_‘r!al (’!u ate (_ S. °3 I R ’




Examiner Hearing - Wednesduy - January 16, 1974 Docket No. 2-74

CASE 5145:

-3

Application of Texas Paci{flic 01l Company for salt water disposal,

L.ea County, New Mexico. Applicant, in the above-styled cause,

seeks authority to dispose of praoduced salt water into the Devonian
formation fn the perforated interval from 10,872 feet to 11,032 fect
in its State "B" Well No. 2 located in Unit B of Section 11, Town-
ship 12 South, Range 33 East, Bagley Siluro-Devonian Pool, Lea County,
New Mexico.

In the matter of Case No. 4969 being reopened pursuant to the
provisions of Order No. R-4557, which order established a temporary
special depth bracket allowable for the Tocito Dome-Pennsylvanian
"D 0i1 Pool, San Juan County, New Mexico. All interested parties
may appear and show cause why the special allowable should be made

Application of Midwest 01l Corporation for a unit aggrecment, Zddy

CASE 4969: (Reopened)
permanent.
CASE 5146:

CASE 5147:

CASE 5148:

" CASE 5149:

County, New Mexico. Applicant, in the above-styled cause, seeks
approval for the Target Unit Area comprising 5120 acres, more or
less, of State and Federal lands in Townships 25 and 26 South,
Rauge 25 Easi, Eddy County, New Mexico.

Application of Mesa Petroleum Corporation for compulsory pooling,
Lea County, New Mexico. Applicant, in the above-styled cause,

seeks an order pooling all mineral interests in the Morrow formation
underlying the S/2 of Sectiom 12, Township 16 South, Range 35 East,
North Shoe Bar Field, Lea County, New Mexico, to be dedicated to a
well to be drilled at a standard location for said unit in Unit O

of sald Section 12. Also to be considered will be the cost of
drilling and completing said well and the allocation of such rosts,
as well as actual operating costs and charges for supervision. Also
to be considered 18 the designation of applicant as operator of the
well and a charge for risk involved in drilling said well.

Application of Coquina 041 Corporation for an unorthodox gas well
location, Eddy County, New Mexico. Applicant, in the above-styled
cause, seeks authority to drill a well at an unorthodox gas well
location 990 feet from the North and EFast lines of Section 16,
Townshiip 19 South, Range 25 East, Boyd-Morrow Gas Pool, Eddy County,
New Mexico, the N/2 of said Section 16 to be dedicated to said well,

Application of Citles Service 0il Company for compulsory pooling,
Eddy County, New Mexico. Applicant, in the above-styled cause,
seeks an order pooling all mineral interests in the Pennsylvanian
formation underlying the N/2 of Section 33, Township 21 South,
Range 27 East, Eddy County, New Mexico, to be dedicated to a well to
be drilled at a standard Pennsylvanian gas well location for said
unit. Also to be considered will be the cost of drilling and
completing said well and the allocation of such costs, as well as
actual operating costs and charges for supervision. Also to be
considered 1s the designation of applicant as operator of the well
and a charge for risk involved in drilling said well.
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CANE 51500 Appllcation of Hanson Ol Corporation for a waterflood project,

T lLea County, New Mexico. Applicant, in the above-styled cause,
seecks authority to institute a waterflood project by the injection
of water into the Queen formation through 10 wells in its Mescalero
Ridge Unit Area in Sections 26 and 35, Township 19 Scuth, Range 34
Fast, Pearl-Queen Pool, Lea County, New Mexico.

CASE_5151: Application of Penroc 9il Corporation for a dual completion, Eddy
County, New Mexico. *-rlicant, in the above-styled cause seeks
approval for the dual completion (conventional) of its Dero-Federal
A-Com Well No. 1, located in Unit N of Section 35, Township 19 South,
Range 28 Fast, Eddy County, New Mexico, in such a manner as to
produce gas from the Winchester-Wolfcamp gas pool and an undesignated
Strawn gas pool through the casing-tubing annulus and through tubing.

CASE 5152: Application of Petro-Lewls Corporation for a Special Depth Bracket
Allowable, Media-Entrada 0ii Pool, Sandoval County, New Mexico.
Applicant, In the above-styled cause, seeks a speclal depth bracket
allowable for the Media-Entrada 011 Pool, Township 19 North., Range 3
West, Sandoval County, New Mexico.

I e}
>
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(Continued trom the January 3, 1974, Examiner Hearing)

Application of Pierce & Dehlinger for compulsory pooling, Vada-
Pennsylvanian Pool, Lza County, New Mexico. Applicant, in the above-
etvlied cause, seeks an order pooling all mireral interests in the
Vada-Pennsylvanian Pool underlying the NW/4 of Section 24, Township

9 South, Range 33 East, Lea County, New Mexico, to be dedicated to
the King Resources Sheridan Well No. 1-A located in Unit C of said
Section 24, Also to be considered is designation of the applicant as
operator of the NW/4 of sald Section 24 and the well located thereon,
provision for allocation of actual operating costs and charges for
supervision, and allocation of costs for reworking said well including
a 200% charge attributable to any non-consenting working interest
ownes's pro rata share of said workover costs, for the risk involved
in said workover.

CASE 4956: (Reopened) (Continued from the January 3, 1974, Examiner Hearing)

Application of Plerce & Dehlinger for a determination of well costs,
Lea County, New Mexico. Applicant, as operator of the Sheridan Well
No. 1 located in Unit M of Section 13, Township 9 South, Range 33 East,
Lea County, New Mexico, to which well is dedicated the SW/4 of said
Section 13, all mineral interests in the Vada-Pennsylvanian Pool
thereunder having been pooled by Commission Order No. R-4560, seeks
the determination of reasonable well costs attributable to applicant
ana to King Resources, including, but not limited to, the costs of
reworking and placing said Sheridan Well No. 1 back on production

and attorneys fees in connection therewith. Applicant further seeks
an order assessing, as a charge fcr the risk involved in the reworking
of the well, 120% of the pro rata share of the reasonable well costs
attributable to the working interest of King Resources.
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DOCKET: EXAMINER HEARING - WIDNESDAY - JANUARY 16, 1974

9 A.M. - OIl. CONSERVATION COMMISSION CONFERENCE ROOM,

STATE LAND OFFICE BUILDING - SANTA FE, NEW MEXICO

The following cases will be heard before Richard L. Stamets, Examiner, or
Daniel S. Nutter, Alternate Examiner:

ALLOWABLE:

CASE 5110:

(1) Consideration of the allowable production of gas for February,
1974, from fifteen prorated pools in Lea, Eddy, Roosevelt and
Chaves Counties, New Mexico;

(2) Consideration of the allowable production of gas from nine
prorated pools in San Juan, Rio Arriba, and Sandoval Counties,
New Mexico, for February, 1974.

(Continued from the Novewmber 15, 1973, Examiner Hearing)

CASE _5111:

In the matter of the hearing called by the 011 Conservation Commisgssion
on 1ts own motion to consider extending the horizontal limitas of the
Washington Ranch-Morrow Gas Pool, ©ddy County, New Mexico, to include
the S/2 of Section 28, Township 25 South, Range 24 East.

Also to be considered will be the institution of gas prorationing in
said pool to provide for fixing the total allowable natural gas produc-
tion from said pool to an amount equal to reasonable market denand and
to the capacity of the gas transportation facilities. Also to be
considered will be the adoption of special rules and regulations for
sald pool including a provision for allocating the allowable production
among the wells in the ooo0l.

(Continued from the November 15, 1973, Examiner Hearing)

CASE 5112.

In the matter of the hearing called by the 0il Conservation Commission
on its own motion to consider extending the horizontal limits of the
Burton Flats-Morrow Gas Pool, Eddy County, New Mexico, to include the
S/2 of Section 24, Township 20 South, Range 2B East, and the N/2 of
Sections 8 and 9, and all of Section 10, Township 21 South, Range 27
East.

Also to be considered will be the institution of gas prorationing in
said pool to provide for fixing the total allowable natural gas produc-
tion from said pool to an amount equal to reasonable market demand and
to the capacity of the gas transportation facilities. Alsc to be con-
sidered will be the adoption of speclal rules and regulations for said
pool including a provision for allocating the allowable production
among the wells in the pool.

(Continued from the November 15, 1973, Examiner Hearing)

In the wmatter of the hearing called by the 0il Conservation Commission
on 1ts own motion to consider extenrding the horizontal limits of the
Burton Flats-Strawn Gas Pool, Eddy County, New Mexico, to include all
of Section 10, Township 21 South, Range 27 East.
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(Case 5112 continued from Page 1)

Also to be considered will be the institution of gas prorationing in
said pool to provide for fixing the total allowable natural gas produc-
tion from sald pool to an amount equal to reasonable market demand and
to the capacity of the gas tranaportation facilities. Also to be
considered will be the adoption of special rules and regulations for
said pool including a ~rovision for allocating the allowable produc-
tion among the wells in the pool.

(Continued from the November 15, 1973, Examiner Hearing)

In the matter of the hearing called by the 011 Conservation Commission
on its own motion to consider the institution of gas prorationing in

the Burton Flats-Atoka Gas Pool, Eddy County, New Mexico, and to provide
for fixing the total allowable natural gas production from said pool to
an amount equal to reasonable market demand and to the capacity cf the
ges trangportation facilities. Also to be considered will be the
adoption of special rules and regulations for said pool including
provisiou for allocating the allowable production among the wells in
the pool.

(]

{Continued from the November 28, 1973, Examiner Hearing)

CASE 5113:
% CASE 5124:
CASE 5143:

\ CASE 5144:
!

Application of Belco Petroleum Corporation for compulsory pooling and
an unorthodox gas well location, Lea County, New Mexico. Applicant,

in the above-styled cause, seeks an order pooling all mineral interests
underlying the S/2 of Section 30, Township 20 South, Range 33 East,
South Salt Lake-Morrow Gas Pool, lL.ea County, New Mexico, to be
dedicated to a well to be drilled at an unorthodox location 660 feet
from the South line and 1300 feet from the East line of said Section
30. Also to be considered will be the cost cof drilling and completing
sald well and the allocation of such costs, as well as actual operating
costs and charges for supervision. Also to be considered is the desig-
nation of applicant as operator of the well and a charge for risk
involved in drilling said well.

Application of El Paso Natural Gas Ccmpany for an unorthodox gas well
location, Eddy County, New Mexico. Applicant, in the above-styled
cause, seeks approval for the unorthodox location of its proposed
Rocky Arroyo "D" Com. Well No. 2 in the center of Unit L of Sec-

tion 4, Township 22 South, Range 22 East, Rocky Arroyo-dMorrow Gas
Pool, Eddy County, New Mexico, the S$/2 of said Section 4 to be dedi-
cated to the well.

Application of Depco, Inc. for two waterflood projects, Eddy County,
New Mexico. Applicant, in the above-styled cause, seeks authority
to institute two waterflood projects by the injection of water -

into the Grayburg-San Andres formation through six wells located

on applicant's State 647 lease in Sections 31 and 32, Township 17
South, Range 28 East, Artesia Pool, Eddy County, New Mexico, and
through one well on the Kersey and Company Ramapo "A'" Lease in saild
Section 32.
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DOCKET: EXAMINER HEARING - WFONESDAY - JANUARY 16, 1974

9 A.M. - OIl CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING - SANTA FE, NEW MEXICO

The following cases will be heard before Richard L. Stamets, Examiner, or
Daniel S. Nutter, Alternate Examiner:

ALLOWABLE: (1) Consideration of the allowable production of gas for February,
1974, from fifteen prorated pools in Lea, Eddy, Roosevelt and
Chaves Counties, New Mexico;

{2) Consideration of the allowable production of gas from nine
prorated pools in San Juaun, Rio Arriba, and Sandoval Counties,
New Mexico, for February, 1974,

CASE 5110: (Continued from the November 15, 1973, Examiner Hearing)

In the matter of the hearing called by the 01l Conservation Commission
on its own motion to consider extending the horizontal limits of the
Washington Ranch-Morrow Gas Pool, Eddy County, New Mexico, to include
the S/2 of Section 28, Township 25 South, Range 24 East,

Also to be considered will be the institution of gas prorvaiioning in
said pool to provide for fixing the total allowable mnatural gas produc-
tion from sald pool to an amount equal to reasonable market demand and
to the capacity of the gas transportation facilities. Also to be
considered will be the adoption of special rules and regulations for
sald pool including a provision for allocating the allowable praduction
among the wells in the pool.

CASE 5111: (Continued from the November 15, 1973, Examiner Hearing)

In the matter of the hearing called by the 0il Conservation Commission
on 1ts own motion to consider extending the horizontal limits of the
Burton Flats-Morrow Gas Pool, Eddy County, New Mexico, to include the

8/2 of Section 34, Township 20 South, Range 28 East, and the N/2 of
Secticns 8 and 9, and all of Section 10, Township 21 South, Range 27
East.

Also to be considered will be the institution of gas prorationing in
said pool to provide for fixing the total allowable natural gas produc-
tion from said pool to an amount equal to reasonable market demand and
to the capacity of the gas transportation facilities. Also to be con-
sldered will be the adoption of special rules and regulations for said
pool including a3 provision for allocating the allowable production
among the wells in the pool.

CASE 5112: (Continued from the November 15, 1973, Examiner Hearing)

In the matter of the hearing called by the 0il Conservation Commissiaon
on {ts own motion to conslider extending the horizontal limits of the
Burton Flats~Strawn Gas Pool, Eddy County, New Mexico, to include all
of Section 10, Township 21 South, Range 27 East. ’
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OPERATING AGREEMENT

THIS AGREEMENT, entered into this__22nd _ day of.... _September . __ ., 1972 ., between
— e Cities Service Qi1 Company . )

hereafter designated as “Operator”, and the signatory parties other than Operator.

WITNESSETH, THAT:

WHEREAS, the parties to this agreement are owners of oil and gas leases covering and, if so indicated,
unleased mineral interests in the tracts of land described in Exhibit “A’, and all parties have reached an
agreement to explore and develop these leases and interests for oil and gas to the extent and as hereinafter
provided;

NOW, THEREFORE, it is agreed as {ollows:

1. DEFINITIONS
As used in this agreement, the following words and terms shail have the meanings here ascribed to
them.

(1) The words “party” and “parties” shall always mean a party. or parties, to this agreement.jnder Sec-
tion 2. A., the words "party" or "parties" shall mean only those participating
in the driliing of the proyosed well.

(2) The parties 1o thic agreement shall always be referred to as “it” or “they”, whether the parties be cor-
porate bodies, partnerships, associatlions, or persons real.

(3) The term ‘'oil and gas” shall include oil, gas, casiugicad gas, gas condensate, and all other liquid or gase-
ous hydrocarbons, unless an intent to limit the inclusiveness of this term is specifically stated.

(4) The term “oil and gas inferests” shall mean unleased fee and minceral interests in tracts of land lying
within the Unit Area which are owned by partics to this agreement.

(5) The term “Unit Area” shall refer to and include all of the lands. oil and gas leasehold interesis and oil
and gas interests intended to be developed and operated for oil and gas purposes under this agreement.
Such lands, oil and gas leasehold interests and oil and gas interests are described in Exhibit “A”.

(6) The term “drilling unit” shall mean the area fixed for the drilling of one well (Or th.e area which
is necessary to obtain a full allowable for such well) under an order or rule of any
state or federal body having authority. If a drilling unit is not fixed by any such rule or order, a drilling
unit shall be the drilling unit as established by the pattern of drilling in the Unil Area or as fixed by ex-
press agreement of the parties,

(7} All exhibits attached to this agreement are made a part of the contract as fully as though copied in full
in the contract.

(8) The words “equipment” and ‘‘materials’” as used here are synonymous and shall mean und include all

oil field supplies and personal property acquired for use in the Unit Area.

(9)Unless otherwise agreed upon by the parties participating in a well, "Drillsite"
shall mean the lease and./or 0il and gas interests underiying the proposed well
insofar as they are within the drilling unit.

2. TITLE EXAMINATION, LOSS OF LEASES AND OIL. AND GAS INTERESTS
A. Title Examination:

Each perty hereto shell, =:c vwo itz cuntrilm.jon and aroa request. farnisn cach othery rorily vith covei-
‘iled or photostatic cepies of all title papers and npinions in its possession.

There shall be rno examination of title to leases, or Lo oill and grs interasts, cxcept thet title e
the drillesite shall b examined on e complets gbstract record Ly Operator's attorney, and the Litle o the
irillsite mist be approved by the sxAmining rttornev, or accepied by all pariics. A copy of the examining
attorney's opinion shall be sent to each party Lmmediately afier the opinion 1o wrilien, and, 8legs each
pariy shell be given, es they are written, a copry of ail subsequent eupplemental attoruey's reports. A gocd

faith effort to satisfy the ezxamining =storney's requirements shall be made by tne party or periies owning
the drillsite.

If title to the preposed drilisite is not approved vy the examining attorney or the lease is not ec-
ceptable for a material reason, and all parties do not accept the tiitle, thc parties shall s2lect & new
drillsite for the first exploratory well; provided, if the parties are unable to agrec upon enother drfll-
site, this agreement shall, in that case, come to arn end and all partics shall thern forfeit their rights And
be relieved of obligetions hereunder. If e new dr-ilisite is selected, titie shall be examined, and title
shall be approved or a:zcepted or rejected in like ranner as provided above concerning the drillefite firct
selected. If title to the second choice drillsite is not approved or accepted, other drillsitec ‘shall be
successively selected and title exanmined, until a drillsite is chosen to which title is approved or accepted,
or until the parties fail to select ancther drillsite. As in the case of the drillsite first selected, so

—_—]—

“Individual Loss”




also with successive choices if the tirme oines thrRt  the parties have not approved title and are unable to
agree upon en alternate drillsite, the contrect shall, in that case and at that time, come to an end and all
parties shall forfeit their rights and br relieved of cbligations under this contract,

No well other than the first test shall te drilled in the Unit Area until after (1) the title to the
drillsite has been examined by an atinrney for cne ot the participating parties, and (2) the title has been

approved by the examining attorney . the title has teen accopied by all of the parties who are to partici-
pate in the drilling of the well.

The exeamining attorney under :i{s: Section 2. A., may accept title papers and another qualified at-
torney's opinion as the opinion cslica Tor atove rather than conduct & seperate title examination.
B. Failure of Title:
Should any oil and gas lease, or interest therein, be lost through failure of title, this agreement shall,
nevertheless, continue in force as to all remaining leases and interests, and
(1) The party whose lease or interest is 2ffected by the title failure shall bear alone the entire loss and it
shall not be entitled to recover from Operator or the other parties any development or operating costs
which it may have theretofore paid, but there shall be no monetary liability on its part to the other par-
ties hereto by reason of such title failure; and
(2) There shall be no retroactive adjustment of expenses incurred or revenues received from the operation
of the interest which has been lost, but the interests of the parties shall be revised on an acreage basis,
as of the time it is determined finally that title failure has occurred, so that the interest of the party
whose lease or interest is affected by the title failure will thereafter be reduced in the Unit Area by the
amount of the interest lost; and
(3) If the proportionate interests of the cther pariies hereto in any producing weli theretofore drilled on
the Unit Area is increased by reason of the title failure, the party whose title has failed shall receive
the proceeds attributable to the increase in such interests (less operating costs attributable thereto)
until it has been reimbursed for unrecovered costs paid by it in connection with such well; and
(4) Should any person not a party to this agreement, who is determined to be the owner of any interest in
the title which has failed, ray in any manner any part of the cost of operation, development, or equip-
ment, prevnously paid under this agree-nent such amount shall be proportionately paid to the party or
parties hereto who in the first instance paid the costs which are so refunded; and
(5) Any liability to account to a third party for prior productlon of oil and gas which arises by reason of title

failure shall be borne by the party whose title failed, or if more than one then by the
perties whose title failed, in the same proportions in which they shared in such
prior production.

C. Loss of Leases for Causes Other Than Title Failure:

If any lease or interest subject to this agreement be lost througi‘x failure to develop or because express
or implied covenants have not been performed, or if any lease bd permitted to expire at the end of its primary
term and not be renewed or extended, or if any lease or interest therein is lost due to the fact that the produc-
tion therefrom is shut in by reason of lack of market, the loss shall not be considered a failure of title and all
such losses shall be joint losses and shall be borne by all parties in proportion to their interests and there shall

be no readjustment of interests in the Unit Area. (Joint loss only as to losses cccuring after
the effective date hereof by reason of acts performed, or not performed, atfter seid
date. )

3. UNLEASED OIL AND GAS INTERESTS
If any pariy owns an unleased oil and gas interest in the Unit Area, that interest shall be treated for the
purpose of this agreement as if it were a leased interest under the form of oil and gas lease attached as “Exhi-
bit "D" and for the nrimary tarm therein stated. As {o such interests, {he owner shall receive royaity on produc-
tion as prescribed in the form of oil and gas lease attached hereto as Exhibit “I», Such party shall, however,
pe subject to all of the provisions of this agreement relating to lessees, to the extent that it owns the lessee

interest. (See Section 30 A.)
4. INTERESTS OF PARTIES

Exhibit “A" lists all of the parties, and their respective percentage or fractional interests under this
agreement. Unless changed by other provisions, all costs and liabilities incurred in operations under this con-
tract shall be borne and paid, and all equipment and material acquired in operations on the Unit Area shall be
owned, by the parties az their interests are given in Exhibit “A”. All production of oil and gas from the Unit
Area, subject to the payment of lessor’s royalties, shall also be owned by the parties in the same manner.

—_2—
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5. production
payment, or other charge over and above the e=eighth (1/8 royalty, the
€& leases shall assume and alone bear all such

for them to the owners therecf out of its share
e {4+ A

Ian

5. OPERATOR OF UNIT

Cities Service 0il Company shall be the Operator of

the Unit Area, and shall conduct and direct and have full control of all operations on the Unit Area as per-
mitted and required 'by, and within the limits of, this agreement. It shall conduct all such operations in a good

and workmanlike manner, but it shall have no liability as Operator to the other parties for losses sustained,
or liabilities incurred, except such as may result from gross negligence or from breach of the provisions of

this agreement.
6. EMPLOYEES

The number of employees and their selection, and the hours of labor ar.d ithe compensation for services
performed, shall be determined by Operator. All employees shall be the employees of Operator.

7. TEST WELL

Subject to Section 2 hereof, and as soon as practiceble, Operetor shall comm-
ence the drilling of a well for ¢il and gas in the following location:

A location on the South Half (S/2) of Section Twenty-eight
(28), Township Twenty-one South, Range Twenty-seven East,
Eddy County, New Mexico,

and shall thereafter continue the drilling of the well with due diligence to

the Morrow Formation, but not to exceed 11,800 feet,

unless granite or other practically impenetrable substance is encountered at a lesser depthor unless all parties
agree tc complete the well at a lesser depth.

Operator shall make reasonable tests of all formations encountered during drilling which give indica-
tion of containing oil and gas in quantities sufiicient to test, unless this agreement shall be limited in iis ap-
plication to a specific formation or formations, in which event Operator shall be required to test only 'the‘
formation or formations to which this agreement may apply.

If in Operator’s judgment the well will not produce oil or gas in paying quantities, and it wishes to
plug and abandon the test as a dry hole, it shall first secure the consent of all parties to the plugging, and the

well shall then be plugged and abandoned as promptly as possible.

3. COSTS AND EXPENSES
Except as herein otherwise specifically provided, Operator shall promptly pay and discharge all costs
and expenses incurred in the development and operation of the Unit Area pursuant io this agreement and shall
charge each of the parties hereto with their respective proportionate shares upon the cost and expense basis
provided in the Accounting Procedure attached hereto and marked Exhibit “C”., If any provision of Ex-
hibit “C” should be inconsistent with any provision contained in the body of this agreement, the provisions in -

the body of this agreement shall prevail,

Operator, at its election, shali have the right from time to time to demand and receive from the other
parties payment in advance of their respective shares of the estimated amount of the costs to be incurred in
operations hereunder during the next succeeding month, which right may be exercised only by submission to '
each such party of an itemized statement of such estimated costs, together with an invoice for its share there-
of. Each such statement and invoice for the payment in advance of estimated costis shall be submitted an or
before the 20th day of the next preceding month. Each party shall pay to Operator its proportionate share of
such estimate within fifteen (15) days after such estimate and invoice is received. If any party fails to pay its
share of said estimate within said time, the amount due shall bear interest at the rate of twe lve percent
(12%) per annum or such maximum rate as permitted by law, whichever is the leasser,
until paid. Proper adjustment shall be made monthly between advances and actual cost, to the end

that each party shall bear and pay iis proportionate share of actual costs incurred, and no more.
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9. OPERATOR'S LIEN

Opevator is given a first and preferred lien on the interest of cach party cevered by this contract, and
in each party's interest in oil and gas produced and the proceeds from the sale thercof and upon
each party's interest in materiel and equipment, to sceure the payment. of all sums
due from each such party to Operator.

In the event any party fails to pay any amount owing by it tv Operator as its share of such costs and
expense or such advance estimate within the time limited for payment thercof, Operator, without prejudice to
other existing remedies. is authorized. at its election. to collect from the purchaser or purchasers of oil or gas.
the proceeds aceruing to the working interest or interests in the Unit Areca of the delinquent party up to the
amount owing by such party. and cuch purchaser of oil or gas is authorized te rely upon Operator’s statement
az to the amount owing by such party.

In the event of the neglect or failure of any non-operating party to promptly pay its proportionate part
of the cost and expense of development and operation when due, the other non-operating parties and Operator,
within thirty (30) days after the rendition cf statements therefor by Operator, shall proportionateiy contribute
to the pavment of such delinquent indebtedness and the non-operating parties so contributing shall be entitled
to the same lien rights as are granted to Operator in this section. Upon the payment by such delinquent or
defaulting part_\‘v to Operator of any amount or amounts on such delinquent indebtedness, or upon any recovery
on behalf of the non-operating parties under the lien conferred above, the amount or amounts so paid or re-
covered shall be distributed and paid by Operalor to the other non-operating parties and Operator propor-

tionately in accordance with the contributions theretofore made by them.

10. TERM OF AGREEMENT

This agreement shall remain in full force and effect for as long as any of the oil and gas leases subjected
to this agreement remain or are continued in force as to any part of the Unit Area. whether by production, ex-
tension, renewal or otherwise: provided, however, that in the event the first well drilled hereunder results in
a dry hole and no other well is producing oil or gas in paying quantities from the Unit Area, then at the end
of ninety (80) days after abandonment of the first test well, this agicement shall terminate unless one or
more of the parties are then engaged in drilling a well or wells pursuant to Section 12 hereof, or all parties
have agreed to drill an additional well or wells under this agreement, in which event this agreement shall con-
tinue in force until such well or wells shall have been drilled and completed. If production results there-
from this agreement shall continue in force thereafter as if said first test well had been productive in paying
quantities, but if production in paying quantities does not result therefrom this agreeinent shall terminate
at the end of ninety (90) days after abandonmcent of such well or wells. 1t is agreed, however, that the term-
ination of this agreement shall not relieve any party hereto from any liability which has accrued or attached
prior to the daie of such termination.

’ 11. LIMITATION ON EXPENDITURES

Without the consent of all parties: {a) No well shall be drilled on the Unit Area except any well ex-
pressly provided for in this agreement and except any well drilled pursuant to the provisions of Section 12
of this agreement, it being understood that the consent to the drilling of a well shall include consent tc all
necessary expenditures in the drilling, testing, completing, and equipping of the well, including necessary
tankage; (b) No well shall be reworked, plugged back or deepened except a well reworked, plugged back or
deepened pursuant to the provisions of Section 12 of this agreement, it being understood that the consent to
the reworking, plugging back or deepening of a well shall inciude consent to all necessary expenditures in
conducting such operations and completing and equipping of said weli to produce, including necessary tank-
age; (c) Operator shall not undertake any single project reasonably estimated to require an expenditure in
excess of Ten Thousand __Dollars (_$10,000,00 )

except in connection with a well the drilling, reworking, deepening, or plugging back of which has been pre-

viously authorized by or pursuarit to this agreement; provided, however, that in case of explosion, fire, flood,
or other sudden emergency, whether of the same or different nature, Operator may take such steps and incur
such expenses as in iis opinion are required to deal with the emergency and to safeguard life and property,
but Operator shall, as promptly as possible, report the emergency to the other parties. Operator shall, upon
request, furnish copies of its ‘“Authority for Expenditures” for any single project costing in ex-

cess of $ 5,000.00 , and for any lesser amounts when prepared for Operator's own use.

——
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12. OPERATIONS BY LESS THAN ALL PARTIES

If all the parties cannot mutually agree upon the drilling of any well on the Unit Area other than the
test well provided for in Section 7. or upon the reworking, deepening or plugging back of a dry hole drilled
at the joint e¢xpense of all parties or a well jointly owned by all the parties and not then producing in paying
quantities on the Unit Area. any party or parties wishing to dri}l, rework, deepen or plug back such a well
may give the other parties written notice of the proposed operation, specifying the work to be performed,
the location, proposed depth, objective formation and the cstimated cost of the operation. The parties receiv-
ing such a notice shall have thirty (30) days (except as to reworking, plugging back or drilling deeper, where
a drilling 1ig is on location, the period shall be limited to forty-eight (48) hours exclusive of Saturday or Sun-
day) after receipt of the notice within which to notify the parties wishing to do the work whether they elect
to participate in the cost of the proposed operation. Failure of a party receiving such a notice to so reply to
it within the period above fixed shall constitute an election by that party not to participate in the cost of the
proposed cperation,

If any party receiving such a notice elecis not to participate in the proposed operation (such party or
parties being hereafter referred to as “Nun-Consenting Party'), then in order to be entitled to the benefits
of this section, the party or parties giving the notice and such other parties as shall elect to participate in the
aperation (all such parties being hereafler referred to as the “Consenting Pacties") shall, within thirty (30) '
days zfter the exmiration of the notice period of thirty (30) days (or as promptly as possible after the expir-
ation of the 48-hour period where the drilling rig is on location, as the case may be) actually commence work

on the proposed operaiion and complete it with due diligence.

The entire cost and risk of conducting such operations shall be borne by the Consenting Parties in the
proportions that their respective interests as shown in Exhibit “A"” bear to the total interests of all Consenting
Parties, Consenting Parties shall keep the leasehold estates involved in such operations free and clear of al}
liens and ¢ncumbrances of every kind created by or arising from the operations of the Consenting Parties. If
such an operation results in a dry hole, the Consenting Parties shall plug and abandon the well at their sole
cost, risk and expense. If any well drilled, reworked, deepened or plugged back under the provisions of this
section results in a producer of oil and/or gas in paying quantities, the Consenting Parties shall complete and
equip the well to produce at their sole cost and risk, and the well shall then be turned over to Operator and
shall be operated by it at the expense and for the account of the Consenting Parties. Upon commencement of
operations for the drilling, reworking, deepening or plugging back of any such well by Consenting Parties
in accordance with the provisions of this section, each Non-Consenting Party shall be deemed to have relin-
quished to Consenting Parties, and the Consenting Parties shall own and be entitled to receive, in proportion
to their respective interests, all of such Non-Consenting Party's interest in the well, its leasehold operating
rights, and share of production therefrom until the proceeds or market value thereof (after deducting pro-
duction taxes, royalty, overriding rcvaity and other interests payable out of or measured by the production

from such well accruing with respect to such interest until it reverts) shall equal the total of the following:

(A) 1009 of each such Non-Consenting Party’s share of the cost of any newly acquired surface equipment
beyond the wellhead connections (including, but not limited to, stock tanks, separators, treaters,
pumping equipment and piping), plus 1009% of ecach such Non-Consenting Party’s share of the cost of
operation of the well commencing with first production and continuing until each such Non-Consenting
Party's relinquished interest shall revert to it under other provisions of this section, it being agreed that
each Non-Consenting Party's share of such costs and equipment will be that interest which would have
been chargeable 1o each Non-Consenting Party had it participated in the well from the beginning of
the operation; and

(B) 2007/ of that portion of the costs and expenses ot drilling, reworking, deepening or plugging back,
testing and completing, after deducting any cash contributions received under Section 25, and 2009
of that portion of the cost of newly acquired equipment in the well (to and including the wellhead

connections}., which would have been chargeable to such Non-Consenting Party if it had participated
therein.




In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall
be permitted to use, free of cost, all casing, tubing and other cquipment in the well, but the ownership of all
such egquipment shall remain unchanged; and upon abandonment of a well after such reworking, plugging
back or deeper drilling, the Consenting Parties shall account for all such eaquipment to the owners thereof,

with each party receiving its pronortionate paort in kind or in value,

Within sixty (60) days after the completion of any operation under this section, the party conducting
the ouperations for the Consenting Parties shall furnish ecacrh Non-Consenting Party with an inventory of
the equipment in and connected to the well, and an itemized statement of the cost of drilling, deepening,
plugging back, testing, completing, and equipping the well for production: or, at its option, the operating
party, in lieu of an itemized statement of such costs of operation, may submit a detailed statemnent of monthly
billings. Each month thereafter, during the time the Consenting Partics are being reimbursed as provided
above, the Consenting Parties shall furnish the Non-Consenting Parties with an ilemized statement of all
costs and liabilities incurred in the operation of the well, together with a statement of the quantity of oil
and gas produced from it and the amount of prpceeds realized from the sale of the well’s working interest
production during the preceding month. Any amount realized from the sale or other disposition of equip-
ment newly acquired in connection with any such operation which would have been owned by a Non-Con-
senting Party had it participated therein shall be credited t0 reimbursement in the same msnner as.
produclion is credited, in determining when the interest of such Non-Consenting Party shall revert

to it as above provided: if there is 2 credit balance it shall be paid to such Non-Conserting Party.

If and when the Consenting Parties recover from a Non-Consenting Party’s relinquished interest the
amounts provided for above, the relinquished interests of such Non-Consenting Party shall automatically
revert to it and from and after such reversion such Non-Consenting Party shall own the same interest in such
well, the operating rights and working interest therein, the material and equipment in or pertaining thereto,
and the production therefrom as such Non-Consenting Party would have owned had it participated in the
drilling, reworking, deepening or plugging back of said well. Thereafter, such Non-Consenting Party shall be -
charged with and shall pay its proportionate part of the further costs of the operation of said well in accord-

ance with the terms of this agreement and the accounting procedure schedule, Exhibit “C", attached hereto.

Notwithstanding the provisions of this Scection 12, it is agreed that without the mutual consent of all
parties, no wells shall be completed in or produced from a source of supply from which a well located else-
where on the Unit Area is preducing, unless such well conforms to the then-existing well spacing pattern

for such source of supply.

The provisions of this section shall have no application whatsoever to the drilling of the initial test
well on the Unit Area, but shall apply to the reworking, deepening, or plugging back of the initial test well
after it has been drilled to the depth specified in Section 7, if it is, or thereafter shall prove to be, a dry
hole or non-commercial well, and to all other wells drilled, reworked, deepened, or plugged back, or pro-

posed to we drilled, reworked, deepened, or plugged back, upon the Unit Area subsequent to the drilling of
the initial test well.

13. RIGHT TO TAKE FRODUCTION IN KIND

Each party shall take in kind or separately dispose of its proportionate share of all oil and gas pro-
duced from the Unit Area, exclusive of production which may be used in development énd producing oper-
ations and ir. preparing and treating oil for marketing purposes and preduction unavoidably lost. Each party
shall pay or deliver, or cause to be paid or delivered, all royalties, overriding royalties, or other payments
due on its share of such production, and shall hold the other parties frze from any liability therefor. Any
extra expenditure incurred in the taking in kind or separate disposition by any party of its proportionate
share of the production shall be borne by such party.

Each party shall execute all division orders and contracts of sale pertaining to its interest in produc-
tion from the Unit Area, and shall be entitled to receive payment direct from the purchaser or purchasers

thereof for its share of all production.




In the event any party shall fail to make the arrangements necessary to take in kind or separately
dispose of its proportionate share of the oil and gas produced from the Unit Area, Operator shall have the
right, subject to revocation at will by the party owning it, but not the nbligation, to purchase such oil and
gas or sell it to others for the time being, at not less than the market price prevailing in the area, which
shall in no event be less than the price which Operator receives for its portion of the oil and gas produced
from the Unit Area. Any such purchase or sale by Operator shall be subject always to the right of the
owner of the production to exercise at any time its right to take in kind, or separately dispose of, its share of
all oil and gas not previously delivered to a purchaser. Notwithstanding the foregoing, Operator shall not
make a sale into interstate commerce of any other party’s share of gas production without first giving such

other party sixty (60) days notice of such intended sale.

14. ACCESS TO UNIT AREA

Each party shall have access to the Unit Area at all reasonable times, at its sole risk, to inspect or
observe operations, and shall have access at reasonable times to information pertaining to the development
or operation thereof, including Operator's books and records relating thereto. Operator shall, upon request,
furnish each of the other parties with copies of all drilling reports. we!ll logs, tank lubles, daily gauge and
run tickcls and reports of stock on hand at the first of each month, and shall make available samples of any

cores or cuttings taken from any well drilled on the Unit Area.

15. DRILLING CONTRACTS

All wells drilled on the Unit Area shall be drilled on a competitive contract basis at the usual rates
prevailing in the area. Operator, if it so desires, may employ its own tools and equipment in the drilling
of welis, but its charges therefor shall not exceed the pievailing rates in the field, and the rate of such
charges shall be agreed upon by the parties in writing before drilling operations are commenced, and such
work shall be performed by Operator under the same terms and conditions as shall be customary and usual

in the field in contracts of independent contractors who are doing work of a similar nature,

16. ABANDONMENT OF WELLS

No well, other than any well which has been drilled or reworked pursuant to Section 12 hereof for
which the Consenting Parties have not been fully reimbursed as therein provided, which has been com-
pleted as a producer shall be plugged and abandoned without the consent of all parties; provided, however,
if all parties do not agree to the abandonment of any well, those wishing to continue its operation shall tender
to each of the other parties its proportionate share of the value of the well’s salvable material and equip-
ment, determined in accordance with the provisions of Exhibit “C”, less the estimated cost of salvaging and
the estimated cost of plugging and abandening. Each abandoning party shall then assign to the non-
abandoning parties, without warranty, express or implied, as to title or as to quantity, quality, or fitness for use
of the equipment and material, all of its interest in the well and its equipment, together with its interest in
the leasehold estate as to, but only as to, ihe interval or intervals of the formation or formations then open
to production. The assignments so limited shall encompass the “drilling unit” upon which the well is located.
The payments by, and the assignments to, the assignees shall be in a ratio based upon the relationship of
their respective percentages of participation in the Unit Area to the aggregate of the percentages of partici-
pation in the Unit Area of al! assignees. There shall be no readjustment of interest in the remaining portion
of the Unit Area.

After the assignment, the assignors shall have no further responsibility, liability, or interest in the
operation of or production from the well in the interval or intervals then open. Upon requzst of the assignees,
Operator shall continue to operate the assigned well for the account of the non-abandoning parties at the
rates and chrrges contemplated by this agreement, plus any additional tost and charges which may arise as
the result of the separate ownership of the assigned well.
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17. DELAY RENTALS AND SHUT-IN WELL PAYMENTS

Delay rentals and shut-in well payments which may be required under the terms of any lease shall be
paid by the party who has subjected such lease to this agrcement, at its own expense. Proof of each payment
shall be given to Operator at least ten (10) days prior to the rental or shut-in well payment date. Operator
shall furnish similar proof to all other parties concerning payments it makes in connection with its leases. Any
party may request, and shall be entitled to recetve, proper evidence of all such payments. If, through mistake
or oversight, any delay rental or shut-in well payment is not paid or is erroneously paid, and as a result a lease
or interest therein terminates, there shall be no monetary liability against the party who fai]éd to make such
payment. Unless the party who failed to pay a rental or shut-in weil payment secures a new lease covering the
same interest within ninety (90) days from the discovery of the failure to make proper payment, the interests
of the parties shall be reviced on an acreage hasis effective as of the date of termination of the le
and the party who failed to make proper payment will no longer be credited with an interest in the Unit Area
on account of the ownership of the lcase which has terminated. In the event the party who failed to pay the
rental or the shut-in well payment shal! not have been fully reimbursed, at the time of the loss, from the pro-
ceeds of the sale of oil and gas attributable to the lost interest, calculated on an acreage basis, for the develop-

ment and operating costs theretofore paid on account of such interest, it shall be reimbursed for unrecovered

actual costs theretofore paid by it (but not for ite zhare of the ¢
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(1) proceeds of oil and gas, less opecrating expenses, theretofore accrued to the credit of the lost interest, on
an acreage basis, up to the amount of unrecovered costs;

(2) proceeds, less operating expenses thereafter incurred attributable to the lost interest on an acreage
basis. of that portion of oil and gas thereafter produced and marketed (excluding production from any
wells therecafter drilled) which would, in the absence of such lease termination, be attributable to the
lost interest on an acreage basis, up te the amount of unrecovered costs, the proceeds of said portion of
the oil and gas to be contributed by the other parties in proportion to their respective interests; and

(3) any moneys, up to the amount of unrecovered costs, that may be paid by any party who is, or becomes,

the owner of the interest lost, for the privilege of participating in the Unit Area or becoming a party to

this contract. .
Operator shall promptly notify each other party of any well shut in (and the
reason therefore) or placed on production; however , there shall be no liasbility for
inadvertent failure to give said notice.
18. PREFERENTIAL RIGHT TO PURCHASE

cerning its provosed sale, which shall include the name and address of the prospective pu aser {who must

be ready, willing and able to purchase), the purchase price, and ali other termg#tthe offer. The other parties

is exercised, the purchasing parties shall share urchased interest in the proportions that the interest of
each bears to the total interest of all asing parties. However, there shall be no preferential right to pur-
chase in those cases where arty wishes to mortgage its interests, or to dispose of its interests by merger,
reorganization, cg ation, or sale of all of its assets, or a sale or transfer of its interests to a subsidiary or

any, or subsidiary of a parent company, or to any company in which any one party owns a ma-

Should a sale be made by Opecrator of its rights and interests, the other parties shall have the right
within sixty (60) days after the date of such sale, by majority vote in interest, to select a new Operator. If
a new Operator is not so selected, the transferee of the present Operator shall assume the duties of and act as
Operator. in either case, the retiring Operator shall continue to serve as Operator, and discharge its duties
in that capacity under this agreement, until ils successor Operator is selected and begine to function, but the
present Operator shall not be obligated to continue the performance of its duties for more than 120 days after

the sale of its rightsénd interests has heen comyleted.

— 88—
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19. MAINTENANCE OF UNIT OWNERSHIP

For the purpose of maintaining uniformity of ownership in the oil and gas leasehold interests covered by
this contract, and notwithstanding any other provisions to the contrary, no party shall sell, encumber, transfer
or make other disposition of its interest in the leases embraced within the Unit Area and in wells, equipment

and production unless such dispnsition covers either:
(1) the entire interest of the party in all leases and equipment and production; or
{2) an equal undivided intcrest in all leates and equipment and production in the Unit Arca.

Every such sale, encumbrance, transfer or other disposition made by any parly shall be made cxpressly

snbject to this agreement, and shall be made without prejudice to the rights of the other parties.

If at any time the interest of a.~ parly is divided among and ewned by four or more co-owners, Opera-
tor may, at its discretion, require such co-owners to appoint a single trustee or agent with full authority to re-
ceive notices, approve expenditures, reccive billings for and approve and pay such party’s shave of the joint -
expenses, and to deal generally with, and with power to bind, the co-owners of such party’s interests within
the scope of the operations embraced in this contract; however, all such co-owners shall e¢nter inte and execute
all contracts or agreements for the disposition of their respective shares of the oil and gas produced from the

Unit Area and they shall have the right to receive. separately, payment of the sale proceeds thereof.

20. RESIGNATION OF OPERATOR

Operator may resign from .its duties and obligations as Operator at any time upon written notice of not
less than rinety (90) days given to all other parties. In this case, all parties to this contract shall select by
majority vote in interest, not in numbers, a new Operator whe shall assume the responsibilities and dutieg, and
nave ihe righis, prescribed for Operator by this agreement. The retiring Opervater shall deliver to its successor

all records and information necessary to the discharge by the new Operator of its duties and obligations.
21. LIABILITY OF PARTIES

The liability of the parties shall be several, not joint or collective. Each party shall be responsible
only for its obligations, and shall be liable only for its proportionate share of the costs of developing and
operating the Unit Area. Accordingly, the lien granted by each party to Operator in Section 9 is given to se-
cure only the debts of each severally. It is not the intention of the parties to create, nor shall this agreement

be construed as creating, a mining or other partnership or association, or to render them liable as partners.

22. RENEWAL OR EXTENSION OF LEASES

If any party secures a renewal of any oil and gas lease subject to this contract, each and all of the other
parties shall be notified promptly, and shall have the right to participate in the ownership of the renewal lease
by paying to the party who acquired it their several proper proportionate shares of the acquisitien cost, which

shall be in proportion to the interests held at that time by the parties in the Unit Area.

If some, but less than all, of the parties elect to participate in the purchase of a renewal lease, it shall
be owned by the parties who elect to participate therein, in a ratio based upon the relationship of their respec-
tive percentage of participation in the unit area 1o the aggregate oi the percentages of participation in the unit
area of all parties participating in the purchase of such renewa! lease. Any renewal lease in which less than

all the parties elect to participate shall not be subject to this agreement.

Each party who participates in the purchase of a renewal lease shall be given an assignment of its pro-
portionate interest thercin by the acguiring party.

The provisions of this section shall apply to renewal leases whether they are for the entire interest
covered by the expiring lease or cover only a portion of its area or an interest therein. Any renewal lease
taken before the expiration of its predecessor lease, or taken or contracted for within six {6) months after
the expiration of the existing lease shall be subject to this provision; but any lease taken or contracted for
more than six (6) months after the expiration of an existing lease shall not be deemed a renewal lease and
shaill not be subject 1o the provisions of this section.

The provisions in this section shall apply also and in like manner to extensions of oil and gas leases.
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22. SURRENDER OF LEASES

The leases covered by this agreement, in so far as they embrace acreage in the Unit Area, shall not be

surrendered in whole or in part unless all parties consent.

However, should any party desire to surrender its interest in any lease or in any portion thereof, and
other parlies not agree or consent, the party desiring to surrender shall assign, without express or implied
warranty of title, all of its interest in such lease, or portion thercof, and any well, material and equipment
which may be located thereon and any rights in production thereafter secured, to the parties not desiring to
surrender it. Upén such assignment, the assigning party shall be relieved from all obligations thereafter ac-
cruing, but not theretofore accrued, with respect to the acreage assigned and the operation of any well there-
on, and the assigning party shall have no further interest in the lease assigned and its equipment and production.
The parties assignee shall pay to the party assignor the reasonable salvage value of the latter’s interest in any
wells and equipment on the assigned acreage, determined in accordance with the provisions of Exhibit “C",
less the estimnated cost of salvaging and the estimated cost of plugging and abandoning. If the assignment is in
favor of more than one party, the assigned interest shall be shared by the parties assignee in the proportions

that the interest of each bears to the interest of all parties assignee, The Assigmment shall in no
‘event cover any lands out side the Unit Area unless Assignor and Assignee mutually
agree thereto.

Any assignment or surrender made under this provision shall not reduce or change the assignors’ or sur-
rendering parties’ interest, zs it was immediately before the assignment, in the balance of the Unit Area; and
the acreage assigned or surrendered, and subsequent operations thereon, shall not thereafter be subject to the

terms and provisions of this agreement.

24. ACREAGE OR CASH CONTRIBUTIONS

If any party receives while this agreement is in force a contribuiion of cash toward the drilling of a
well or any other operation on the Unit Area, such contribution shall be paid to the party who conducted the
drilling or other operation and shall be applied by it against the cost of such drilling or other operation. If
the contribution be in the form of acreage, the party to whom the contribution is made shall promptly execute
an assignment of the acreage, without warranty of title, to all parties to this agreement in proportion to their
interests in the Unit Area at that time, and such acreage shall become a part of the Unit Area and be governed
by all the provisions of this contract. Each party shall promptly notify all other parties of all acreage ‘or

money contributions it may obtain in support of any well or any other operation on the Unit Area.

25. PROVISION CONCERNING TAXATION

Each of the parties hereto elects, under the authority of Section 761(a) of the Internal Revenue Code of
1954, to be excluded from the application of all of the provisions of Subchapter K of Chapter 1 of Subtitle A of
the Internal Revenue Code of 1954. If the income tax laws of the state or states in which the property covered
hereby is located contain, or may hereafter contain, provisions similar to those contained in the Subchapter of
the Internal Revenue Code of 1954 above referred to under which a similar election {s permitted, each of the
parties agrees that such election shall be exerciced. Each party authorizes and directs the Operator to execute
such an election or elections on its behalf and fo file the election with the proper governmental office or

agency. If requested by the Operator so to do, each party agrees to execute and join in such an election.

Operator shail render for ad valorem taxation all property subject to this agreement. which by law
should be returned for such taxes, and it shall pay all such taxes assessed thereon before they become delin-

quent. Operator shall bill all other parties for their proportionate share of all tax payments in the manner
provided in Exhibit “C”,

If any tax assessment is considered unreasonable by Operator, it may at its discretion protest such valua-
tion within the time and manner prescribed by law, and it may at its discretion prosecute, or
not prosecute, the protest to a final determination. When any such protested valuation shall
have been finally determined, Operator shall pay the assessment for the joint account, together with interest and

penalty accrued, and the total cost shall then be assessed against the parties, and be paid by them, as provided
in Exhibit “C”,
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26. INSURANCE

At all times while operations are conducted hereunder, Operator shall comply with the Workmen’s
Compensation Law of the State where the operations are being conducted. Operator shall also carry or pro-
vide insurance for the benefit of the joint account of the parties as may be outlined in Exhibit “B™ attached
to and made a part hereof. Operator shall require all contractors engaged in work on or for the Unit Areca
to comply with the Workmen’s Compensation Law of the State where the operations are being conducted and
to maintain such other insurance as Operator may require.

In the event Automobile Public Liability Insurance is specified in said Exhibit “B", or subsequently re-
ceives the approval of the parties, no direct charge shall be made by Operator for premiums paid for such in-

surance for operator’s fully owned automotive equipment.
27. CLAIMS AND LAWSUITS

If any party to this contract is sued on on alleged cause of action arising out of operations on the Unit
Area, or on an alleged cause of action involving title to any lease or oil and gas interest subjected to this con-
tract, it shall give prompt written notice of the suit to the Operator and all other parties.

The defense of lawsuits shall be under the general direction of a committee of lawyers representing the
parties, with Operator’s attorney as Chairman. Suits may be settled during litigation only with the joint con-
sent of all parties. No charge shall be made for services performed by the s_taff attorneys for any of the
parties, but otherwise all expenses incurred in the defense of suits, together with the amount paid to discharge
any final judgment, shall be considered costs of operation and shall be charged to and paid by all parties in
proportion to their then interests in the Unit Area. Attorneys, other than staff attorneys for the parties, shall
be employed in lawsuits involving Unit Area operations only with the consent of all parties; if outside counsel
is employed, their fees and expenses shall be considered Unit Area expense and shall be paid by Operator and
charged to all of the parties in proportion to their then interests in the Unit Area. The provisions of this
paragraph shail not be applied in any instance where the loss which may result from the suit is treated as an
individual loss rather than a joint loss under prior provisions of this agreement, and all such suits shall be
handled by and be the sole responsibility of the party or parties concerned.

Damage claims caused by and arising out of operations on the Unit Area, conducted for the joint ac-
count of all parties, shall be handled by Operator and its attorneys, the settiement of claims of this kind shall
be within the discretion of Operator so long as the amount paid in seitlement of any one claim docs nct exceed
thirty-five hundred ($3500.00) dollars and, if settled, the sums paid in settlement

shall be charged as expense to and be paid by all parties ir proportion to their in-
terests in the Unit Area.

28. FORCE MAJEURE

If any party is rendered unable, wholly or in part, by force majeure to carry out its obligations under
this agreement, other than the obligation to make money payments, that party shall give to all other parties
prompt written notice of the force majeure with reasonably full particulars concerning it; thereupon, the
obligations of the party giving the notice, so far as they are affected by the force majeure, shall be suspended
during, but no longer than, the continuance of the force majeure. The affected party shall use all possible
diligence to remove the force majeure as quickly as possible.

The requirement that any force majeure shall be remedied with all reasonable dispateh shall not require
the séttlement of strikes, lockouts, or other labor difficulty by the party involved, contrary to its wishes; how
all such difficulties shall be handled shall be entirely within the discretion of the party concerned.

The term “force majeure” as here employed shall mean an act of God, strike, lockout, or other industrial
disturbance, act of the public enemy, war, blockade, public riot, lightning, fire, storm, flood, explosion, gov-

ernmental restraint, unavailability of equipment, and any other cause,. whether of the kind ¢pecifically enum-

et . .
erated abov

[+

or otherwise, which is not reasonably within the control of the partyyclraifming suspension,
29. NOTICES

All notices authorized or required between the parties, and required by any of the provisions of this
agreement, shall, unless otherwise specifically provided, be given in writing by United States mail or Western

Union Telegram, postage or charges prepaid, and addressed to the party to whom the notice is given at the
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addresses Jisted on Exhibit ““A”. The originating notice to be given under any provision hereof shall be deemed
given ont: when received by the party to whom such notice is directed and the time for such party to give any
notice in response thereto shall run from the date the originating notice is received. The second or any re-
sponsive notice shall be deemed given when deposited in the United States mail or with the Western Union
Telegraph Company, with postage or charges prepaid. Each party shall have the right to change its address

at any time, and from time to time, by giving written notice thereof to all other parties,

30. OTHER CONDITIONS, IF ANY, ARE:

A. Unleased oil and gas interests shall be subject to the terms and provisions
of this Agreement only for the term set out in Exhibit "D".

If the assigning party or parties under any applicable Section in this Agree-
ment shall be the owner or owners of an unleased oil and gas interest, such party
or parties shall execute an oil and gas lease in lieu of an Assignment as therein
provided, using in so doing, the form of lease attached hereto as Exhibit "D" which
lease shall be for & primary term of One (1) year from the date of execution thereof
and so long theresfter as oil or gas or either of them is produced from said land
by the Lessee in peying quantities,

B. Title failure or loss of a lease or unieased oil and gas interest shall
not relieve any party from paying its proportionate share of the cost of (ls drill-
ing, testing, completing and equipping or plugging and abandoning the test well, or
(2) operations then veing conducted on & well in the Unit Area, provided it  has
previously agreed to participate in said test well or operstions.

C. 1f any party hereafter should create any overriding royalty, production
payment, or other burden against its working interest production and if any other
party or paities should conduct non-consent operations pursuant to any provision
of this Agreement, and as a result, become entitled to receive the working inter-
est production otherwise belonging to a non-participating party, the party or
parties entitled to receive the working interest production of a non-participating
party shall receive such production free and clear of burdens against such produc-
tion, which may have been created subsequent to this Agreement and a non-partici-
pating party creating such subsequent burdens shall save the participating party
or parties harmless with respect to the receipt of such working interest production.

D. In the event any party hereto acquires, prior to the date of commencement
of the actual drilling operations of the initial test well, an oil or gas lease or
any interest therein covering lands within the Unit Area, such acquisition shall be
deemed to have been acquired for the sole benefit of the acquiring party, and the
interests of the parties shall be revised accordingly. 1In the event any party here-
to acquires, as of or after the date of commencement of the actual drilling opera-
tions of the test well, an oil or gas lease or any interest area covering lands with-
in the Unit Area, the party so acquiring shall promptly notify the other parties
hereto of such acquisition including with such notice all pertinent information per-
taining thereto, including the cost and expencse of such acquisition. The parties
receiving such notice shall have a peried of fifteen (15) days after receipt thereof
in which to notify the acquiring party of their election either to participate in
the acquisition to the extent cf their interests under this Agreement or not to par-
ticipate. If the election is to participate, then the parties electing to participate
shall, upon receipt of invoice, promptly pay the acquiring party for its proportionate
share of the costs thereto and the acquiring party shall execute and deliver an as-
signment to the parties electing to participate., If less than all parties hereto
participate in the acquisition, the interests of the parties as set forth in Exhibit
"A'" will be revised, separately, as to the drilling unit or units which include the

. lands covered Ly -any such lease.

E. Union 0il Company of Californiz (hereinafter referrad to in this subparagraph
E. as "Union") has elected nrt to participate in the drilling of the test well pro-
vided for in Section 7. and, in lieu of actual participation, agrees to assign to the
parties participating in the costs of the test well (hereinafter referred to in this
subparagraph E. as "drilling party" or '"drilling parties'), as set forth in Exhibit
"A", all of its working interest in the drilling unit for the test well and an
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undivided one-half (1/2) of its interest in the remainder of the Unit Area, subject
to the following conditions:

(1) The test well shall be commenced on or before December 26, 1972, and
shall be drilled at the sole cost, risk and expense of the drilling parties to a
depth sufficient to test the Morrow Formation (contract depth). The test well may
be completed at any lesser depth than the Morrow Formation provided the said test
well is first drilled to contract depth.

(2) 1In the event the test well is completed either as a dry hole or if the
test well is lost for any reason prior to being drilled to contract depth, the dril-
ling parties are granted the right to commence a substitute well or wells for any
well which has been either completed as a dry hole or is lost within thirty (30) days
from completion or cessation of operations in the prior well. Any substitute well
drilled hereunder shall be drilled subject to the same terms and conditions as pro-
vided for the test well and shall be completed in a reasonable time from the date of
commencement.

(3) Upon completion of the test well, or any substitute well therefor, as
a well capable of producing o0il and/or gas in paying quantities, Union shall assign
to the drilling parties all of its interest in the drilling unit for said well sub~
ject to the reservation of an overriding royalty of an undivided one-sixteenth of
eight-eighths (1/16 of 8/8) out of the proportionate share of production from the
Unit Area attributable to its interest as set forth in Column 13A of Exhibit "A" with
the right to elect to either retain the overriding royalty as hereinafter provided
or convert to 2 working interest.

(4) Each drilling party shall furnish Union notices and well information
as provided in this agreement and a monthly itemized statement of the cost of opera-
tions, quality and quantity of oil, casinghead gas, condensate and/or distillate and
other minerals produced from the test well. Each drilling party shall promptly noti-
fy Union when the value of all oil, casinghead gas, gas, distillate and/or condensate
and other minerals produced and saved from the test well (together with the proceeds
of the sale of any material and equipment from the said wall) less royalty, overrid-
ing royalty and Union's overriding royalty, equals one hundred percent (100%) of such
drilling party's share of the total cost and expense of drilling, testing, completing
and equipping the test well (including one hundred percent (100%Z) of the cost of cp-
erations incurred up to the time such value equals the total cost). Such notice
shall be furnished to Union at the address reflected in Exhibit "A&" and it shall have
the option, to be exercised within thirty (30) days from receipt of said notice, ei-
ther to convert its overriding royalty to a working interest in the percentage as set
forth in Column 15A in Exhibit "A" or retain its overriding royalty.

(5) 1If Union converts to a working interest, the drilling parties shall re-
assign to Union an undivided one-half (1/2) interest in its leases heretofore assigned
covering the drilling unit for the test well, together with an interest as set forth
in Exhibit "A", Column 15A in the test well and Union shall release its overriding
royalty. The effective date of the acquisition of working interest and the release
of overriding royalty shall be the date that the value of production from the test
well equals the total cost of the test well as herein provided. (For the purpose of
computing the day in which the value of production equals said total cost, the over-
riding royalty payable tc Union and the working interest income, together with all
costs and expenses shall be calculated on a daily basis for the actual month in which
the said value equals the said total cost. Said cost and expenses, including the
overriding royalty payable to Inion and/or the working interest income, shall be ap-
portioned on a daily basis for said month and the costs, expenses and revenue shall
be adjusted to the day so calculated).

F. J. M, Huber Corporation and Pierce & Davis, in lieu of participating in the
test well, a2zree to assign. upon completion of the test well, or any substitute well
therefor, as a producer of oil and/or gas, to the drilling parties, in the propor-
tions as set forth in Exhibit "A", their lease as described in said Exhibit "A" in-
sofar as same covers the fifteen~ (15-) acre tract included in the drilling uvnit for
the said test well.

G. 1In the event the drilling parties fail to commence or complete the test well,
or any substitute well, the only liability for such failure will be the loss of right
to receive an assignment from Union 0il Company of California, J. M. Huber Ccrporation
and Pierce & Davis.
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H. Included in the drilling uwnit for the test well is an unleased 1.33 acre
tract. The drilling parties agree to carry the costs and expenses attributabie to
the interests reprasented hy the said tract in the proportions as set forth in Ex-
hibit "“A".

I. The Unit Area under this agreement is separated into three (3) Unit Areas
and designated in Exhibit "A" as "Unit Area A", "Unit Area B" and "Unit Area C".
Unit Area A covers and includes all leases and lands subject to this agreement with
the exception of Section 28, Township 21 South, Range 27 East, Eddy County, New
Mexico. Unit Area B covers the South Half (S/2) of sald Section 28 and is subject
to the terms of the farmout from Union 0il Company of California and is also sub-
Ject to the terms of the acreage contxyibution by J. M. Huber Corporation and Pierce
& Davis. J. Hiram Moore, Trustee, is participating only in the drilling of the
test well on Unit Area B. Unit Area C covers the North Half (N/2) of said Section
28 and is so separated inasmuch as J. M., Huber Corporation and Pierce & Davis will
participate only in this Unit Area and may participate in any well proposed on
Unit Area C, if they so elect, under cthe provisions of Section 12. Pursuant to
Paragraph D. of Section 30., Unit Area A may be further separated into additional
unit areas in the event additional interests are acquired within Unit Area A and
less than all of the parties owning interests in Unit Area A elect to participate
in such acquisition. Each Unit Area presently designated, or as may be hereafter
designated, under this agreement shall be operated and accounted for separately
for all purposes as though a separate agreement existed for each Unit Area.

J. Notwithstanding any provision to the contrary in this Agreement, the inter-
ests of the parties as set forth in Exhibit "A" (Part II) reflect that costs and ex-
penses are to be borne on a "Participating Interest' basis and income is to be shared
on a '"Beneficial Interest"” basis. '"Participating Interest' is that proportion which
the net acreage covered by a lease or oil and gas interest contributed hereto by a
party bears to the total net acreage contributed hereto by all parties. *Beneficial
Interest' is that proportion which the net acres contributed hereto by a party, after
deducting therefrom that portion which attributed to royalty or overxrriding royalty
burdens (as set forth in Exhibit A" (Part III), bears to the total net acreage con—
tributed hereto by all parties, after deducting therefrom that portion which is attrib-
uted to all burdens as set forth in Exhibit "A" (Part III).

This agreement may be signed in counterpart, and shall be binding upon the
parties and upon their heirs, successors, representatives and assigns, upon exe-
cution of all parties, and shall be effective as of the date first hereinabove
written; provided, however, this agreement shall not become binding or effective
unless 1t is executed by all parties and returned to the Operator within ninety
(90) days after said date unless such time is extended by agreement of all par-
ties.

CITIES SERVICE OIL CO

By e
ttorney~in-Fact

OPERATOR

ATTEST: MIDWEST OIL CORPORATION

By By
Secretary President
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ATTEST:

By

Secretary
ATTEST:
By

Secretary
ATTEST:
By

Secretary
ATTEST:
By

Secretary
ATTEST:
By

Secretary
ATTEST:
By

Secretary

AMARILLO OIL COMPANY

By

President
FLAG - REDFERN OIL CONMPANY
By

President
CHAMPLIN PETROLEUM COMPANY
By

President
PATOIL CORPORATION
By

President

J. RIRAM MOORE, TRUSTEE

UNION OIL COMPANY OF CALIFORNIA

By

President
J. M. HUBER CORPORATION
By

President

PIERCE & DAVIS

By

By

NON-OPERATORS
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STATE OF OKLAHOMA )
) SS
COUNTY OF TULSA )

Before me, Evelyn M. Schultx , @ Notary Public on this day personally
appeared _Mark F. Pavton » known to me to be the person whose name is

subscribed to the foregoing instrument as an Attorney-in-Fact of CITIES SERVICE
OIL COMPANY, the party thereto, and acknowledged tc me that he executed the same
as Attorney-in-Fact for the said CITIES SERVICE OIL COMPANY and that sald CITIES
SERVICE OIL COMPANY executed the same by and through him for the purposes and
considerations therein expressed.

g&/m(a/zg: /PR3,
_Glven under my hand and seal of office this 045  day of .

Zr . 'LLQ%z
Evelyn M.“Schults Notary PuBlic

STATE OF )
) Ss
COUNTY OF )
Before me, , a Notary Public in and for said County and
State, on this day personally appzared ’ Presi-

dent of MIDWEST OIL CORPORATION, a corporation, known to me to be the person and
officer whose name is subscribed to the foregoing instrument and acknowledged to me
that same was the act of sald corporation, and that he executed the same as the act
of said corporation for the purposes and considerations therein expressed.

Given under my hand and seal of office this day of
1972, —

Notary Public
MY COMMISSION EXPIRES:

STATE OF )
) SS
COUNTY OF )
Before me, , a Notary Public in and for said County and
State, on this day personally appeared Presi-

dent of AMARILLO OIL COMPANY, a corporation, known to me to be the person and officer
whose name is subscribed to the foregoing instrument and acknowledged to me that same
was the act of said corporation, and that he executed the same as the act of said
corporation for the purposes and considerations therein expressed.

Given under my hand and seal of office this __day of s
972,

Notary Public
MY COMMISSION EXPIRES:
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STATE OF )
) S8
COUNTY OF )
Refore me; ' ~ 5 a Notary Public in and for said County and
State, on this day personally appeared President

of FLAG-REDFERN OIL COMPANY, a corporation, known to me to be the person and officer
whose name is subscribed to the foregoing instrument and acknowledged to me that same
was the act of said corporation, and that he executed the same as the act of said
corporation for the purposes and considerations therein expressed.

Given under my hand and seal of office this day of
1972, -

Notary Public
MY COMMISSION EXPIRES:

STATE OF )
) S8
COUNTY OF )
Before me, , a Notary Public in and for said County and
State, on this day personally appeared President

of CHAMPLIN PETROLEUM COMPANY, a corporation, known to me to be the person and officer
whose name is subscribed to the foregoing instrument and acknowledged to me that same
was the act of said corporation, and that he executed the same as the act of said
corporation for the purposes and considerations therein expressed.

Given under my hand and seal of office this day of
1972,

Notary Public
MY COMMISSION EXPIRES:

STATE OF )
) SS
COUNTY OF )
Before me, , a Notary Public in and for said County and
State, on this day personally appeared ’ President

of PATOIL CORPORATION, a corporation, known to me to be the person and officer whose
name is subscribed to the foregoing instrument and acknowledged to me that same was
the act of sald cornoration, and that he executed the same as the act of said corpora-
tion for the purposes and considerations thereiln cxpressed.

Given under my hand and seal of office this day of
1972, _

Notary Public
MY COMMISSION EXPIRES:
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STATE OF )
) SS
COUNTY OF )
Before me, , & Wotary Public in and for the above named

County and State, on this day personally appeared J. HIRAM MOORE, TRUSTEE, known to
me to be the person whose name s subscribed to the foregoing instrument, and acknowl-

edged to me that he executed the same for the purposes and considerations therein
expressed,

Given under my hand and seal of office this day of
1972, -

Notary Public
MY COMMISSION EXPIRES:

STATE OF )
) ss
COUNTY OF )

Before me, s & Notary Public in and for said County and
State, on this day personally appeared Presi-
dent of UNION OIL COMPANY OF CALIFORNIA, a corporation, known to me to be the person
and officer whose name 1s subscribed to the foregoing instrument and acknowledged to
me that same was the act of said corporation, and that he executed the same as the
act of said corporation for the purposes and considerations therein expressed.

Given under my hand and seal of office this day of
1972.

Notary Public
MY COMMISSION EXPIRES:

STATE OF )
) SS
COUNTY OF )
Before me, , a Notary Public in and for said County and
State, on this day personally appeared President

of J. M. HUBER CORPORATION, a corporation, known to me to be the person and officer
whose name is subscribed to the foregoing instrument and acknowledged to me that same
was the act of said corporation, and that he executed the same as the act of said
corporation for the nurposges and considerations therein expressed.

Civen under my hand and seal of office this day of

- 1972,

Notary Public
MY COMMISSION EXPIRES:
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STATE OF )

COUNTY OF )

Before me, , a Notary Public in and for the above
named County and State, on this day personally appeared
, known to me to be the person__ whose name_ is/are
subscribed to the foregoing instrument, as PIERCE & DAVIS, a partnership, and acknowl-
edged to me that _he executed the same for the purposes and considerations therein
expregsed,

Given under my hand and seal of office this day of
i972.

Notary Public
MY COMMISSION EXPIRES:
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H. Included in the drilling unit for the test well is an unleased 1.33 acre
tract. The drilling parties agree to carry the costs and expenses attributable to
the interests represented by the said tract in the proportions as set forth in Ex-
hibit "A".

I. The Unit Area under this agreement is separated into three (3) Unit Areas
and designated in Exhibit "A" as "Unit Area A", "Unit Area B" and '"Unit Area C",
Unit Area A covers and includes all leases and lands subject to this agreement with
the exception of Section 28, Township 21 South, Range 27 East, Eddy County, New
Mexico. Unit Area B covers the South Half (S/2) of sald Section 28 and is subject
to the terms of the farmout from Union 0il Company of California and is also sub-
ject to the terms of the acreage contribution by J. M. Huber Corporation and Pierce
& Davis. J. Hiram Moore, Trustee, 18 participating only in the drilling of the
test well on Unit Area B. Unit Area C covers the North Half (N/2) of said Section
28 and is so separated inasmuch as J. M. Huber Corporation and Pierce & Davis will
participate only in this Unit Area and may participate in any well proposed on
Unit Area C, if they so elect, under the provisions of Section 12. Pursuant to
Paragraph D. of Section 30., Unit Area A may be further separated into additional
unit areas in the event additional interests are acquired within Unit Area A and
less than all of the parties owning interests in Unit Area A elect to participate
in such acquisition. Each Unlt Area presently designated, or as may be hereafter
designated, under this agreement shall be operated and accounted for separately
for all purposes as though a separate agreement existed for each Unit Area.

, J. Notwithstanding any provision to the contrary in this Agreenent, the inter-
ests of the parties as set forth in Exhibit "A" (Part II) reflect that costs and ex-—
penses are to be borne on a "Participating Interest" basis and income is to be shared
on a "Beneficial Interest" basis. "Participating Interest” is that proportion which
the net acreage covered by a lease or oil and gas interest contributed hereto by a
party bears to the total net acreage contributed hereto by all parties. '"3eneficial
Interest” is that proportion which the net acres contributed hereto by a party, after
deducting therefrom that portion which attributed to royalty or overriding royalty
burdens (as set forth in Exhibit "A" (Part III), bears to the total net acreage con-
tributed hereto by all parties, after deducting therefrom that portion which is attrib-
uted to all burdens as set forth in Exhibit Y“A" (Part III).

This agreement may be signed in counterpart, and shall be binding upon the
parties and upon theilr heirs, successors, representatives and assigns, upon exe-
cution of all parties, and shall be effective as of the date first hereinabove
written; provided, however, this agreement shall not become binding or effective
unless it is executed by all parties and returned to the Operator within ninety
(90) days after said date unless such time is extended by agreement of all par-
ties.

CITIES SERVICE OIL COMPANY

By
Attorney~-in-Fact
OPERATOR
CATTEST: ... MIDWEST Ol CORPORATION
) RIS TP A ! 7 S e
By L me il g B ¥ j APPROVED |
: e 4 Py N . y
. L 4{f1453155ant Secretary SEL Y President “4t:j;
. L
o
Ar—




STATE OF OKLAHOMA )
) ss
COUNTY OF TULSA )

Before me, , @ Notary Public on this day personally
appeared » known to me to be the person whose name is
subacribed to the foregoing ins;;u‘m:nt a8 an Attorney—~in~Fact of CITIES SERVICE
OIL COMPANY, the party thereto, and acknowledged to me that he executed the same
as Attorney-in-Fact for the said CITIES SERVICE OIL COMPANY and that said CITIES
SERVICE OIL COMPANY executed the same by and through him for the purposes and
cousiderations therein expressed.

Given under my hand and seal of office this day of September, 1972,

Notary Public
MY COMMISSION EXPIRES:

STATE OF 7, /o s ixly - )
) SS
COUNTY OF (.. . . - )

Before me, /' hapipsn ! o, s @ Notary Public in and for saild County and
State, on this day persena-lv appeared v. Gollins !kg Presi-
dent of MIDWEST OIL CORPORATION, a corporation, kncwn to me to be the person and
officer whose name is subscribed tc the foregoing instrument and acknowledged to me
that same was the act of sald corporation, and that he executed the same as the act

of sald corporation for the purposes and considerations therein expressed.

_, Given under my hand and seal of office this _,,., day of Sehe g partins s
» \w . :v 19721, '.’__, ’
- O 40 i" -
ooz ban P V L/l,a,._(/[ ‘L 7)J£LL41 -
L TR 4 & Notary Public
'._ MY COMMISSION EXPIRES:
. _:A‘é _
STATE OF )
) 8s
COUNTY OF )
Before me, , @ Notary Public in and for said County and
State, on this day personally appeared Presi-

dent of AMARILLO OIL COMPANY, a corporation, known to me to be the person and officer
whose name 18 subscribed to the foregoing instrument and acknowledged to me that same
was the act of sald corporation, and that he executed the same as the act of said
corporation for the purposes and considerations therein expressed.

Given under my hand and seal of office this dey . of
1972. _—

Notary Public
MY COMMISSION EXPIRES:
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AMARILLO OIL COMPANY

By /,:—/':-'X"/- iy L RICINDS
T =77/ _; President

FLAG - REDFERN OIL COMP ANY

President

Secretary

RSl

AITEST:

President

st

)

(g}

Secretary

L]

PATOIL CORPORATION

By
President

PSS

Secretary

T HRIRAM MOORE, TRUSTEE

ATTEST:

By
President

[

By

Secretary

PRSI

ATTEST: J. M. HUBER CORPORATION

By . :
President

e ——————

By
Secretary

USEESE g

PIERCE & DAVIS
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STATE OF OKLAHOMA )
) ss
COUNTY OF TULSA )

Before me, » & Notary Fublic on this day personaily
appeared » known to me to be the person whose name is
subscribed to the foregoing instrument as an Attorney-in-Fact of CITIES SERVICE
OIL COMPANY, the party thereto, and acknowledged to me that he executed the same
as Attorney-in-Fact for the sald CITIES SERVICE OIL COMPANY and that sald CITIES
SERVICE OIL COMPANY executed the same by and through him for the purposes and
considerations therein expressed.

Given under my hand and seal of office this day of September, 1972,

Notary Public
MY COMMISSION EXPIRES:

STATE OF )
) s§
COUNTY OF )
Before me, » & Motary Public in and for said County and
State, on this day personally zppeared » Presi-

dent of MIDWEST OIL CORPORATION, a corporaticn, known to me to be the person and
officer whose name is subscribed to the foregoing instrument and acknowledged to me
that same was the act of sald corporation, and that he executed the same as the act
of said corporation for the purposes and considerzticns therein exprassed.

Given under my hand and seal of office tnis day of

1972.

Notary Public
MY COMMISSION EXPIRES:

STATE OF ‘ZMA/ )

) s8

COUNTY OF ﬁs{z;-/ )
A

Before me, ;2541714_ fo?;LLLJ » 4 Notary Public in and for said_ County and
State, on this day persénally‘dppeared P /%25 2 Presi-
dent of AMARILLO OIL COMPANY, a corporation, known t/ me to be the person and officer

whose name is subscribed to the foregoing imstrument and acknowledged to me that same
was the act of sald corporation, and that he executed the same as the act of said
corporation for the purposes and considerations therein expressed.

Given under my hand and seal of office this JZ/a day of jZZf?ﬁeoruZQQ
1972.

o : ‘ 11 Nocary Public
MY COMHISSION_EXPIRES'
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ATTEST:

By

Secretary

P . ,':," # Secretary

5 [
e e
ATTEST: 1105
By
Secretary
ATTEST:
By
. Secretary
ATTEST:
By
Secretary
ATTEST:
By
Secretary

PSSR

AMARILLO OIL COMPANY

By

President

President

CHAMPLIN PETROLEUM COMPANY

By .
President
PATOIL CORPORATION
By
President

e e

J HIRAM MOORE, TRUSTEE

UNION OIL COMPANY OF CALIFORNIA

By
President
J. M. HUBER CORPORATIOCN
By .
President

PR

PIERCE & DAVIS

By

By

NON-CPERATORS
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STATE OF 47@//4,;/ )
COUNTY OF S7Ved P § )

Before me, L—éﬂﬁw
State, on this day perscnally appeared
e person and officer

whose name is subscribed to the foregoing” imstrumént and acknogledged to me that same
was the act of said corporation, and that he executed the same as the act of said
corporation for the purposes and considerations therein expressed.

Given undet my hand and seal of office this égﬁ§gb day of d;8€;¥z(t¢; s

nd for said County and
President

1972,

LT . el S M
AL Notary Public

MU COMMISSION EXPIRES:
‘nLYNm F‘%AN{"’*", Mntery ~uhe

STATE OF )
) SS
COUNTY OF )
Pefore me, , a Notary Puhlic in and for said County and
State, on this day personally appeared President

of CHAMPLIN PETROLEUM COMPANY, a corporation, known to me to be the person and officer
whose name is subscribed to the foregoing instrument and acknowledged to me that same
was the act of sald corporation, and that he executed the same as the act of said
corporation for the purposes and considerations therein expressed.

Given under my hand and seal of office this day of

1972.

Notary Public
-MY COMMISSION EXPIRES:

STATE OF )
) S8
COUNTY OF )
Before me, s & Notary Public in and for gaid County and
State, on this day personally appeared President

of PATOIL CORPORATION, a corporation, known to me to be the person and officer whose
name is subscribed to the foregoing instrument and ackuowledged to me that same was
the act of said corporation, and that he executed the same as the act of said corpora-
tion for the purposes and considerations therein expressed.

Given under my hand and seal of office this day of

1972.

Notary Public
MY COMMISSION EXPIRES:

-17~



ATTEST: AMARTLIO OIL COMPANY

By By
* Secretary President
ATTEST: - FLAG - REDFERN OIL COMPANY
By By
Secretary President
) Y_A’.I_'TEST-:_ /0 CHAMPLIN PETROLEUM COMPANY
By __Alean j)flfk//
4 SSISTART Secretary X
ATTEST: PATOIL CORPORATION
3
By By
Secretary "~ President
| J. HIRAM MOORE, TRUSTEE
ATTEST: UNION OIL COMPANY OF CALIFORNIA
By By
Secretary President
ATTEST: J. M, HUBER CORPCRATION
By By :
Secretary President

PIERCE & DAVIS

By

By

NON-OPERATORS

~15-




STATE OF )

) sS
COUNTY OF )
Before me, , a Notary Public in and for said County and
State, on this day personally appeared s President

of FLAG-REDFERN OIL COMPANY, a corporation, known to mc to be the person and officer
whose name is subscribed to the foregoing instrument and acknowledged to me that same
was the act of said corporation, and that he executed the same as the act of said
corporation for the purposes and considerations therein expressed.

Given under my hand and seal of office this day of ’
1972.

Notary Public
MY COMMISSION EXPIRES:

e,
e

STATE OF __ /J o

COUNTY OF 2 0 27 250"

N S
o
o

Before me,
State, on this

, & Notat Public in and for said County and

. 0. CRURCHILL YICE  President

of CHAMPLIN PETRDLEUM COMPANY, a cor oration, known to me to be the person and officer
whose name is subscribed to the foregoing instrument and acknowledged to me that same
was the act of said corporation, and that he executed the same as the act of said
corporation for the purposes and considerations therein expressed.

i ¥
Given under my hand and seal of office this 4,222k;day of e et s
1972. N

HY C0u§£§%}g§“§¥PIRES
= NOTARY PUBLIC IIN:AHD FOR
TARDANT uOUnNtY "TEXAS

sY comwss:om ex?rﬁes JUNE 1, 197X

STATE OF )
) sS
COUNTY OF N
Before me, » a Netary Public in and for said County and
State, on thie day personally appeared President

of PATOIL CORPORATION, 2 corporation, known to me to be the person and officer whose
name is subscribed to the foregoing instrument and acknowledged to me that same was
the act of sald corporation, and that he executed the same as the act of sald corpora-
tion for the purposes and considerations therein expressed.

Given under my hand and seal of office this day of

1572,

Notary Public
MY COMMISSION EXPIRES:

-17-




ATTEST: AMARILLO OIL COMPANY

By By R
Secretary President
1 ATTEST: FLAG - REDFERN OIL COMPANY
By By
Secretary President
ATTEST: CHAMPLIN PETROLEUM COMPANY
By By
Secretary ___ President
ATTEST: <. PATOIL CORPORATION
- g“*Bié:‘;_#;;g.\ M HTrane e By PP T i Tl
P S Secreiary ) _~Vice-"Presddent
: ’\' ‘ /
, "."—’f/' DT o S
J. HIRAM MOORE, TRUSTEE
ATTEST: UNION OIL COMPANY OF CALIFORNIA
By By _
Secretary _______ President
ATTEST: J. M. HUBER CORPORATION
By By :
Secretary President
PIERCE & DAVIS
By
By
NON-OPERATORS

-15-




STATE OF )

) s8
COUNTY OF )
Before me, , @ Notary Public in and for said County and
State, on this day personally appeared President

of FLAG-REDFERN OIL COMPANY, a coxporation, known to me to be the person and officer
whose name is subscribed to the foregoing instrument and acknowledged to me that same
was the act of said corporation, and that he executed the came as the act of said
corporation for the purpouses and considerations therein expressed.

Given undei my hand and seal of office this day of ’
1972. —_—

Notary Public
MY COMMISSION EXPIRES:

STATE OF )
) S8
COUNTY OF )
Before me. , 8 Notary Public in and for said County and
State, on this day personally appeared President

of CHAMPLIN PETROLEUM COMPANY, a corporatiom, known to me tc¢ be the person and officer
whose name is subscribed to the foregoing instrument and acknowledged to me that same
was the act of said corporation, and that he executed the same as the act of said
corporation for the purposes and considerations therein expressed.

Given under my hand and seal of office this day of .
1972,

Notary Public
-MY COMMISSION EXPIRES:

STATE OF TEXAS )
; ) S8
COUNTY QF HIDLAND )
Before me, Dene Brown s & Notary Public in and for said County and

State, on this day personally appeared H. de Compiegne, Jr Vice President
of PATOIL CORPORATION, a corporation, known to me to be the person and officer whose
name is subscribed to the foregoing instrument and acknowledged to me that same was
the act of said corpcration, and that he executed the same as the act of said corpora-
tion for the purposes and considerations therein expressed.

Given under my hand and seal of office this 2ist day of November >
1972. —_—

0 %/js S

/  Notary Public

NY COMMIaSION EXPIRES:
Jgpe 1 1973

LEND BROWN - Natary Public
In and For Alidland County, Texx:




ATTEST:

By

Secretary

ATTEST:

By

Secretary

ATTEST:

By

Secretary

ATTEST:

By

Secratarvy
LA

aSwimLy

J. Hiram Moore and Betty Jane Moore, Trustees under Indenture of Trust dated July 1, 1971 between
J. Hiram Moore and wife,Betty Jane Moore,as Trustors,and J.Hiram Moore,Betty Jane Moore and Michael

Harrison Moore, Trustees.

Y SN

Betty J ‘Moore, Trustee

AMARILLO OIL COMPANY

By

President
FLAG - REDFERN OIL COMPANY
By

President
CHAMPLIN PETROLEUM COMPANY

President
PATOIL CORFORATION
By

President

. H MOORE, TRUSTEE

ATTEST: »UNION OIL COMPANY OF CALIFORNIA
By By
Secretary President
ATTEST: J. M. HUBER CORPORATION
By By
Secretary President
PIERCE & DAVIS
By
.By
NON-OPERATORS

-15-




STATE OF TEXAS )
) SS
COUNTY OF MIDLAND )

Before me, the undersigned authority, a Notary Public in and for the above
named County and State, on this day personally appeared J. HIRAM MOORE AND BETTY
JANE MOORE, TRUSTELS, known to me to be the persons whose names are subscribed
to the foregoing instrument, and acknowledged to me that they executed the same

ror the purposcs and considerations therein expressed, and in the capacity
therein stated,

Given,unde: my hand and seal of office this 16th day of November, 1972,

ron

e Notary Public
My. Commission Eapires:
/. June .1, 1973

STATE OF )
) S§
COUNTY OF )
Before me, » @ Notary Public in and for said County and
State, on this day personally appeared Presi-

dent of UNIOMN OIL COMPANY OF CALIFORNIA, a corporation, Rnown tc me ro be the person
and officer whose name is subscribed to the foregoing instrument and acknowledged to
me that same was the act of sald corporation, and that he executed the same as the
act of said corporation for the purposes and considerations therein expressed.

_ Given under my hand and seal of office this day of ;
1972, '

Notary Public
MY COMMISSION EXPIRES:

STATE OF )
) S8
CCUNTY OF )
Before me, , 4 Notary Public in and for said County and
State, on this day personally appeared President

of J. M. HUBER CORPORATION, a corporation, known to me to be the person and officer
whose name is subscribed to the foregoing instrument and acknowledged to me that same2
was the act of sald corporation, and that he executed the same as the act of said
corporation for the purposes and considerations therein expressed.

Given under my hand and seal of office this day of

187

[

Notary Public
MY COMMISSION EXPIRES:

-18~



ATTIEST: AMARILLO OIL COMPANY

By By
Secretary President
ATTEST: FLAG - REDFERN OIL COMPANY
By By
Secretary President
ATTEST: CHAMPLIN PETROLEUM COMPANY
By By
Secretary President
Z
; ATTEST: PATOIL CORPORATION
?
: By By
i Secretary __ President

J. HIRAM MOORE, TRUSTEE

UNION OIL COMPANY OF CALYFORNIA

7 ot

Secret A{Eorney—in—Fact Rrasicdexk *il}

ATTEST: J. M. HUBER CCRPORATION

By By v
Secretary President

PIERCE & DAVIS

By

By

NON-OPERATORS




STATE OF )

COUNTY OF )

Before me, , a Notary Public in and for the above .amed
County and State, on this day personally appeared J. HIRAM MOORE, TRUSTEE, known to
me to be the person whose rome i3 subk<cribed to the foregoing instrument, and acknowl-

edged to me that he executed the same for the purposes and considerations therein
espressed.

Given under my hand and seal of office this _day of ,
1972.

Notary Public
MY COMMISSION EXPIRES:

STATE OF TEXAS 3
. ) SS
COUNTY OoF _ MIDLAID )
Before me, Alice Monroe , & Notary Public in and for said County and
State, on this day personally appeared JOHW HANSEN, Attorney-in-~Fact Fxesix

Wexix of UNION OIL COMPANY OF CALIFORMIA, a corporation, known to me to be the person
:aadfeif*cer whose name is subscribed to tlie foregoing instrument and acknowledged to
,me that same was the act of sald corporation, and that he executed the same as the
Hact of aaid gorporation for the purpsses and considerations therein expressed.

e Given under my hand and seal of office this 28th day of November ,
1972

(/}{L-A [ j}))‘:‘/L,L L. <

AlIce Monroe Notary Public
MY COMMISSION EXPIRES:
June 1, 1973
STATE OF )
) ss

COUNTY OF )

Before me, , a Notary Public in and for said County and
State, on this day personally appeared President

of J. M. HUBER CORPORATION, a corporation, known to me to be the person and officer
whose name is subscribed to the foregoing instrument and acknowledged to me that same
was the act of said corporation, and that he executed the same as the act of said
corporation for the purposes and considerations therein expressed.

Given under my hand and seal of office this day of ) s
1972, —_—

Notary Public
MY COMMISSION EXPIRES:

~18~



ATTEST:
By

Secretary
ATTEST:
By

Secretary
ATTEST:
By

Secretary
ATTEST:
By

Secretary
ATTEST:
By

Secretary

e ————

L 1hh AR TURTS, R,
- AR ‘. -

AMARILLO OIL COMPANY

By

President
FLAG - REDFERN OIL COMPANY
By

President
CHAMPLIN PETROLEUM COMPANY
By

President
PATOIL CORPORATICN
By

President

J. HIRAM MOORE, TRUSTEE

UNION OIL COMPANY OF CALIFORNIA

By

President

J. M. HUBER CORPORATION

=t}

y%&m

President

(]
P L S Y

PIERCE & DAVIS

t

NON-OPERATORS
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ATTEST:

CHAMPLIN PET ROLEUM COMPANY

By . By .
Secretary President
ATTEST: PATOIL CORPORATION
By By
. Secretary " President
J. HIRAM MOORE, TRUSTEE
ATTEST: UNION OIL COMPANY OF CALIFORNIA
By By
Secretary President
ATTEST:. J. M. HUBER CORPORATION
By _ By
Secretary ____ President
PIERCE & DAVIS
/‘\ g . :,/\
By ; /b PPV _L
' /- [f
By T ( ;v At }./ [_
/
NON-OPERATORS ‘/
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PP N

STATE OF TEXAS

: ) SS
Before me, Melba Henshaw , a Notary Public in and for the abave
named County and State, on this day personally appeared .
James L. Pierce , known to me to be the person_ whose name  is/gge

subscribed to the foregoing instrument, as PIERCE & DAVIS, a partnership, and acknowl-
edged to me that he_ executed the same for the purposes and considerations therein
expressed.

Given under my hand and seal of office this _5 day of December

1972.

Notary Public

MY COMMISSION EXPIRES:
June 1973

STATE UF TEXAS )
)
COUNTY OF MIDLAND )
Before me, Melba Henshaw s+ a Notary Public in and for the above
named County and State, on this day personally appeared
Jd, €, Davis, dr. ,» known to me to be the person whose name 1is

subscribed to the foregoing instrument, as PIERCE & DAVIS, a partnership,
an acknowledged to me that he executed the same for the purposes and
consider&tions therein expressed.

\. .

Gtven<under my hand and seal of office this _ 6 day of December,
’ 1\9720

iy .9

Sl --z..@:’«.é:&/.--z‘v““v'@“\‘

L R T T Y R,
; KRS

Notary public




EXHIBIT "A" (Part 1) - Attached to and made a part of Operating
Agreement dated September 22, 1972 between Cities Service 0il
Company, as Operator, and Midwest 0il Corporation et al, as

Non-Operators.

Lands Subject to Contract (Unit Area) -

(a) Unit Area A - All of Sections 20, 21, 27, 29, 32, 33 and 34, all in
Township 21 South, Range 27 East, Eddy County, New Hexico.

(b} Unit Area B (and Drilling Unit for the Initial Test Well) -~ The $/2 of
Section 28, Township 21 South, Range 27 East, Eddy County, New Mexico.

(c) Unit Area C - The N/2 of Section 28, Township 2! South, Range 27 East,

Eddy County, New Mexico.

Note:

The schedule of lease includes, in addition to the leases and lands

covered thereby and contributed by the parties hereto, a description of all
open and/or unieased lands within the Unit Area and any lease or interest
therein acquired by any party hereto is subject to the provisions of Section

30., Paragraph D.

Addresses of Parties to Which Notices Should be Sent -

AMARILLO OIL COMPANY
401 V & J Tower
Midland, Texas 79701
CHAMPLIN PETROLEUM COMPANY
P. G. Box 872
Midland, Texas 793701
CITIES SERVICE OIL COMPANY
P. 0. Box 300

Tulsa, Oklahoma 74102

FLAG - REDFERN OIL COMPANY
P. 0. Box 23
Midland, Texas 79701
J. M. HUBER CORPORATION
2000 West Loop South
Houston, Texas 77027

Part 1

MIDWEST OIL CORPORATION
1500 Wilco Building
Midland, Texas 79701

.J. HIRAM MOORE
Suite 314, Gulf Building
Midiand, Texas 79701

PATOIL CORPORATION
500 Midland National Bank Building
Midland, Texas 79701

PIERCE & DAVIS
201 GIHLS Tower West
Midland, Texas 79701

UNTON OIL COMPANY OF CALIFORNIA

300 Security National Building

Roswell, New Mexico 88201
Attn: District Land Manager




EXHIBIT "A" (Part II)

- Attached to and made a part of Operating Agreement dated September 22, 1972, between

Cities Service 0il Company, as Operator, and Midwest 0il Corporation et al, as Non-Operators.

Column 1 Column 2 Colurm 3 Col.umn 4 Column 5 Column 6
A B A B A B A B
Participating Beneficial Participating
Parties Acres Acres Acres Percentage Acres Percentage Acres Percentage Acres Percentage
Cities Service 0il 1719.9921 1459.1308 1719.9921 38.39275 5.7589 1.7996%5 5.0390 1.85033 167.7763 3.25320
Company .
Midwest 0il Corpora- 1040.0000 878.8000 1040.0000 23.21433 3.4821 1.08817 3.0469 1.11881 101.4467 1.96706
tion
Amarillo 0il Company 780.0000 659,1000 780.0000 17.41074 2.6116 .81613 2.2852 .83910 76.0849 1.47530
Flag ~ Redfern 0il 780.0000 659.1000 780.00C0 17.41074 2.6116 .81612 2,2851 .83910 76.0849 1.47530
Company
Champlin Petroleum 80.0000 67.6000 80.0000 1.78572 .2679 .08371 «2344 .03601 7.803¢6 .15131
Company
Patoil Corporation 80.0000 65.6250 80.0000 1.78572 .2679 .08371 .2344 .03601 7.8036 .15131
J. Hiram Moore, et 5.0000 4.3750 - - - - - - - -
al, Trustees
Union 0il Company of 437.0000 355.0625 - - - - - - - -
California
J. M. Huber Corpora- 27.5000 24,0625 - - - - - - - -
tion
Pierce & Davis 27.5000 24,0625 - - - - ~ - - -
4976.9921 4196.9183 4479.9921 100.00000 15.0000 4.68750 13.1250 4.81946 437.0000 8.47348
Part II
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Column 7 Column 8 Column 9 Column 10 Column 11
A B A B A B A B A B
Beneficial Participating Beneficial Beneficizal Beneficial
Parties Acres Percentage Acres  Percentage Acres  Percentage Acres Percentage Acres Percentage
Cities Service 04il 136.3183 3.06996 L1113 .03479 .0975 .03579 1459.1308 35.20713  1459.1308 38.50604
Company
Midwest 0il Corpora~ 82.4254 1.85626 .0673 .02104 .0389 .02164 878.8000 21.20442 878.8000 23.19128
tion
Amarillo 0il Company 61.8190 1.39219 .0505 .01578 L0442 .01623 659.1000 15.90332 659.1000 17.39346
Flag ~ Redfern 0il 61,8190 1.39219 .2505 .01578 . 0442 .01623 659.1000 15.90332 659.1000 17.39346
Company
Champlin Petroleum 6.3404 .14279 .0052 .00162 L0045 .00166 67.6000 1.63111 67.6000 1.78394
Company
Patoil Corporation 6.3404 14279 .0052 .00162 .0045 .00166 65.6250 1.58346 65.6250 1.73182
J. Hiram Moore, et - - - - - - - - - -
al, Trustees
Union 01l Company of - - - - - - 355.0625 8.56724 - -
California
J. M. Huber Coxpora- - - - - - - - - - -
tion
Pierce & Davis - - - ~ - - ~ - - -
355.0625 7.99618 .2900 .09063 .2538& .09322 4144.4183 100.00000  3789,3558 100.00000

Part 1II




Parties

Cities Service 0il
Company

Midwest 0il Corpora-
tion

Amarillo 0il Company

Flag ~ Redfern 0il
Company

Champlin Petroleum
Company

Patoil Corporation

J. Hiram Moore, et
al, Trustees

Union Oil Company of
California

J. M. Huber Corpora-
tion

Pierce & Davis

Column 12 Colump 13 Column 14 Column 15
A B A B C
Beneficial Participating Participating
Fercentage Percentage Percentage  Percentage Acres Percentage  Percents
32.91661 + (3,06996 + 1.84802 + .03578) = 37.87037 .21069 37.79287 *1809.7505 36.69195 36.11€
19.82490 + (1.85626 + 1.11966 + .02164) = 22,82246 .12739 22.85161 *1094.2728 22.18593 21.839
14.86867 + (1.39219 + .83976 + .01623) = 17.11685 .09554 17.13870 * 820.7035 16.63945 16.379
14.86867 + (1.39219 + .83976 + .01623) = 17.11685 .09554 17.13870 * 820,7035 16.63945 16.379
1.52499 + ( .14279 + .08613 + .00167) = 1.75558 .00980 1.75781 * 84.1749 1.70661 1.676
1.48043 + ( .14279 + .08613 + .00167) = 1.71102 .00980 1.75781 * 84.1749 1.70661 1.679
- - - - 1.60687 - 1.56250 - - 1.562
- - - - - - - 218.5000 4.43000 4.360
85.48427 (7.99618) (4.81946) (.09322) 100.00000 .54876 100.00000  4932,2821 100.00000 100.000
Part II
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Column 16 Columm 17 Column l1& Column 19
A B c A B C A B
Beneficial Participating Beneficial Participating
Parties Percentage Acres Percentage Percentage Acxes Percentage Percentage Acres Percentage
Cities Service 0il 36.33539 1809.6392 36.69185 32,10536 1532.3289 36.85660 32.12793 1809.6392 36.69185
Company
Midwest 0il Corpora- 21.89433 1094.2055 22.18587 19.41264 923.0596 22.,20204 19.35354 1094.2055 22.18587
tion
Amarillo 0il Company 16.42076 820.6540 16.63940 14.55948 692.2946 16.65153 14.51515 820.6540 16.63940
Flag - Redfern 0il 16.42076 820.6540 16.63940 14,55948 692.2947 16.65153 14.51515 820.6540 16.63940
Company
Champlin Petroleum 1.68418 84,1697 1.70661 1.49328 71.0046 1.70785 1.48873 84.1697 1.70661
Company
Patoil Corporation 1.63962 84.1697 1.70661 1.49328 69.0296 1.66035 1.44733 84.1697 1.70661
J. Hiram Moore, et 1.60687 - - - - - - - -
al, Trustees
Union 0il Company of 3,99804 218.5000 4.43026 3.87648 177.5313 4.,27010 3.72225 218.5000 4.43026
California
J. M. Huber Corpora- - - - 6.25000 ~ - 6.41496 - -
tion
Pierce & Davis - - - 6.25000 - - 6.41496 - -
100.00000 4931.9921 100.00000 100.000600 4157.5433 100.06000 100.00000 4931.9921 100.00000
Part II
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Parties

Cities Service 0il Company
Midwest 0il Corporation
Amarillo 0il Company

Flag - Redfern 0il Company
Champlin Petroleunm Company
Patoil Corporation

J. Hiram Moore, et al, Trustees
Union 0il Company of California
J. M. Huber Corporation

Plerce & Davis

Mrg. Martina Jiminez

Column 20 Columm 21

A B

Beneficial Participating

__Acres Percentage Percentage
1532.3289 36.85660 36.08386
923.0596 22,20204 21.81823
692.2946 16.65153 16.36368
692.2947 16.65153 16.36368
71.0046 1.70785 1.67832
69.0296 1.66035 1.67832
- - 1.56250
177.5313 4.27010 4.36078
- - .09C63
4157.5433 100.00000 100.00000

Part IX
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Column 22

Beneficial
Percentage

36.29961
21.87269
16.40453
16.40453
1.68251
1.63795
1.60687

3.99809

.09322

100.00000




Column 1 - Net participating acres subject to Operating Agreement.
Columm 2 - Net beneficial acres subject to Operating Agreement.

Columu 3 - Basis of participation in the test well on Unit Area B as to (1) the Acreage Contribution
by J. M, Huber Corporation and Pierce & Davis, (2) the Union 0il Company Farmout, and (3)
the carried .29 acre interest.

Column 4 - Share of participating acreage and percentages of the J. M. Huber Corporation and Plerce &
Davis contribution to Unit Area B.

Column 5 ~ Share of beneficial acreage and percentages cf the J. M. Huber Corporation and Pierce &
Davis contribution to Unit Area B.

Colum 6 - Share of participation in the Union 0il Company of California Farmout.

Column 7 - Share of beneficial acreage and percentages of the Union 0il Company of California Farmout
in test well on Unit Area B. Union 0il Company of California's actual beneficial interest
is 8.56724% (355.0625/4144.4183 X 100), as reflected in Column 10, but this is reduced to
reflect the lesser interest in Unit Area B as a result of the participation only in the Unit
for the test well (Unit Area B) by J. Hiram Moore, et al, together with the acreage con-
tributed by J. M. Huber Corporation and Pierce & Davis and the carried interest, whose com—
bined beneficial interest in Unit Area B equals 6.46561%. Thls leaves 93.33439%7 of rhe
beneficial interest under Unit Area B to be shared by the participating parties (or par-
ticipating interests under the Union Oil Company of California Farmout) as determined by
Column 10.

Column 8 ~ Share of participating acreage and percentages to be carried by the parties participacing
. in the test well as to the 0.29 acre carried interest in Unit Area B.

Column 9 - Share of beneficial acreage and percentages to be credited to the parties participating in
the test well as to the 0.29 acre carried interest in Unit Area B.

Part II




Colum

Column

Column

Column

Column

Columm

10

11

12

13

14

15

Beneficial acres and percentages of the varties who are participating in all of the unit
areas, including, for the purpose of computation only, the interest of Union 0il Company
of California before giving consideration to the terms of the Farmout.

Beneficial acres and percentages of participaring parties in Unit Area B only.

Beneficial interest in Unit Area B prior to 100% "payout” of test well cost determined by
multiplying Column i1B percentages X 85.484277 (Unit Area A beneficial interests less the
total of Columns 5B, 7B and 9B and the interest reflected for J. Hiram Moore, et al, under
Column 12B) to arrive at Columm 12A.

cs»onowwnosvws%OmomH%mOHsum<mo<mwﬂumwamwo%an<Abww\boum.w@NH Rmuumo»MM xy\ﬁmﬁm.mmv
0.548767%) . ,

Participating interests :in Unit Area B and in all costs and expenses in connection with

the drilling, testing, completing, equipping and operating the test well prior to 100% 'pay-
out" including the carried interest. (Determined by multiplying Column 3B percentages by
98.43750 (100.00000 less the J. Hiram Moore, et al, interest of 1.56250).

Participating interest in Unit Area B in test well after 100% '"payout". Column A, as to the
parties credited with an interest, includes the acrnage figures from Columns 34, 4A, 8A and
one-half of the acreage figure from Column 6A is credited ome~ alf to all listed (except J.
Hiram Moore) and one-~half to Union 0il Company of California, ior computing the interests
under Column 15B. Column C percentages, except for the J. Hiram Moore, Trustee, interest,
are determined by multiplying the Column 15B interest by 98.43750% (100.00000% - J. Hiram
Moore's interest). *Also credited with proportionate share of 0.29 carried interest.

Column 16 - Beneficial interests in Unit Area B in test well alter 100% "payout'". (Column 12B percentages

after deducting one-half of Column 7B percentages which are credited to Union 0il ocavmuz of
California. (Unit Area B contains 272.2682 beneficial acres)

Part I
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Column 17 ~

Column 18 -

Column 19

Column 20

Column 21 ~

Column 22 ~

Participating interests in Unit Area C. The J. M. Huber Corporatiom 20 acre interest and
Pierce & Davis 20 acre interest in a 320 acre unit equal 6.25000% interest each. Other
parties' interest determined by the ratio that their total participating acreage bears to
the total rarticipating acres of such parties multiplied by 87.50000% (Unit Area C partici-
pating percentage less J. M. Huber Corporation and Pierce & Davis percentages).

Beneficial interest under Unit Area C. Unit Area C contains 272.80 net beneficial acres.
The J. M. Huber Corporation 17.5 acre beneficial interest and Plerce & Davis 17.5 acre
beneficial interest each equals 6.41496% of the total unit beneficial interests. The other
parties in the Unit Area share the remaining 87.17008% of the beneficial interests in Unit
Area C based on the interest set forth under Column 18B. (Column l€A acres include appli~
cable Column 2plus Column 5A figures and 1/2 of Column 7A figures)

Participating interest in Unit Area A,

Beneficial interests in Unit Area A.

Participating interests in Unit Area B after recovery of 150% of costs attributable to car—
ried interest. Carried interest force pcoled by New Mexico Comservation Commission Order No.

4431.

Benefilcial interests in Unit Area B after recovery of 150% of costs attributable to carried
interest. Carried interest force pooled by New Mexico Comservation Commission Order No. 4431.
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EXHIBIT "A" (Part III) - Attached to andé made a part of Operating Agreement dated September 22, 1972, between Cities
Service 01l Company, as Operator, and Midwest 0il Corporation et al, as Non~Operators.

ZASEHOLD INTEREST OF EACH PARTY

Tract Expiration Cverriding , Net Net Workin
No. Description Acres Date Royalty Royalty Lessor Working Interest Owaer Gross Acres Interest Ac
1 N/2 NE/4, W/2 1560.0000 4-~1-73 12.5% 3.0% United States of America bEbﬂHHHo 0il Company 780.0000 659.100
Sec. 34, SW/4 Sec. NM~0354232 Flag-~Kedfern 01l Company 780.0000 659.100
27, NE/4, E/2 NW/4,
E/2 SE/4 Sec. 28,
SE/4, Ef2 SW/4 Sec.
21, SE/4, E/2 SW/4,
NW/4 SW/4, NW/4
Sec. 20
2 NE/4 Sec. 20, NW/4 480.0000 8-28~75 1/8 -0- W. W, Simpson, Jr. Cities Service 01l Cc. 480.0000 420.000
NW/4 Sec. 28, NE/4,
N/2 SE/4 & NE/4
Nd/4 of Sec. 29
3 SW/4 SW/4 Sec. 160.0000  3-22-76 1/8 -0=- Herbert E. Cawley, Jr. Citles Service 0il Co, 60.0000 52.500
20, NW/4 NW/4 7-16-76 1/8 -0- Herbert E. Cawley, Jr. Cities Service Qil Co. 26.6667 23.333
Sec. 29, E/2 8-4-76 1/8 -0~ Helen M. Daley Cities Sexvice 0il Co. 26.6667 23.333
SW/4 Sec. 28 8-23-76 1/8 -0~ Gertrude Montgomery Cities Service 0il Co. 46.6666 40.833
4 W/2 SW/4 Sec. 21 80.0000 2-11-77 1/8 -0= Emmett Barron, et al Cities Service 0il Co. 48.0000 42.000
3-20-77 1/8 -0~ Coleen Barron Gary et vir Cities Service 0il Co.. 8.0000 7.0001
5-5-77 1/8 -0~ Virgil B. Barron Cities Service 01l Co. 8.0000 7.000
5-25-77 1/8 -0~ Betty Guild Lewis Cities Service 0il Co.. 16.0000 14.000
5 W/2 NW/4 Sec. 21 80.0000 9-7-76 i/8 -0~ Ralph Barron Citiec Service 0il Co. 80.0000 70.000
6 NE/4, E/2 NW/4 1040.0000  6-1~74 1/8 3.0% United States of America  Midwest 0il Corporatior: 1040.0000 878. 800
Sec. 21, E/2, NW/4 NM~0553785
Sec. 27, N/2 NE/4,
SE/4 NE/4, NE/4
SE/4 Sec. 33, S/2
NE/4, N/2 SE/4 Sec.
34
(3400.0000) : (3400.0000) (2896.999
Part IIIT
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Tract Expiration Overriding Net Net Working
No. Description Acres Date Royalty Royalty Lessor Working Interest Owner Gross Acres Interest Acres
7 Tr. of land run- 5.0000 8-27-76 1/8 3.0% James William Lzman, Sr., Cities Service 0il Co. :5.0000 4.2250
ning 466' N, S, et ux i
E & W in the SE/c
NW/4 SW/4 Sec., 28
8 Tr. of land run- 20.0000 3-13-76 1/8 3.0% Pascual 0, Elizonde et ux Cities Service 0il Co. (1/2)  10.0000 8.4500
ning 1022.5' N & 7-25-77 1/8 -0- Howell Spear et ux Cities Service 0il Co. (1/4)  5.0000 4,3750
S and 852" E § W 1/8 -0- Unleased J. Hiram Moore, Trustee (1/4) 5.0000 4.3750
in SW/c NW/4 sw/4
Sec. 28
9 SW/4 NW/4 & a 15- 55.0000 10-20-73 1/8 -0- Manuel Elizondo et ux J. M. Huber Corporation 27.5000 24.0625
acre tr. out of Plerce & Davis 27.5000 24,0625
the NE portion of
the NW/4 SW/4 of
Sec. 28
10 W/2 SW/4 Sec. 28 80.0000 9-2-75 1/8 3.0% Adele Bujac Tucker, Cities Service 0il Co. 80.0000 67.6000
Guardian
11 **SW/4 SW/4 Sec. 28, 437,0000 12-27-72 18.75% ~0- Francis G. Tracy et al Union 011 Company of 437.00C0 355.0625
W/2 SE/4, SE/4 California
SE/4, W/2 Sec. 33,
less tracts of 2 **That part of the SW/4 SW/4 lying North and East
ac., 9.22 ac., 22.13 of the east side canal of Carlsbad Project
ac., 4.25 ac., 2.28 U.S.R.S. in Section 28.
ac., 1.29 ac., and
.5 ac.
12 2 ac., more or 2.0000
less, out of the
SW/c Sec. 28 (.29
ac.) & NW/c Sec. 33
(1.71 ac.)
13 S/2 SE/4 Sec. 32 80.0000 3-6-74 1/8 5.46875%  Frances Virginia Dowling Patoil Corporation 80.0000 65.6250
et vir
(679.0000) (677.0200) (557.8375)
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Tract
No.

Description

Acres

Expiration
Date

Royalty

Overriding
Royalty

Lessor

Working Interest Owner

Net Net Working
Gross Acres Interest Acres

14

15

16

17

18

19

Tr. 38 out of
the SW/c of
SW/4 NE/4 of
Sec. 33

35.02 ac. in
SW/4 NE/4 Sec.
33

4.9200

35.0800

$/2 SE/4 Sec. 34 80.0000

Lots 2, 4, 6, 7, 75.4000
9, 11, 13 and SW/2

Lot 5, Blk. 20

y &

Lots 12, 14 & the
S 39.6' of Lot 10,
Blk. 24, La Huerta,

Sec. 32

Lot 8 & Lot 10

12.7400

less the S 39.6',
7.21 ac. located

in NW/4 SE/4 SW/4,
Blk. 24, La Huerta,

Sec. 32

All of Blks. 111 26.0000

& 117 as shown

by

the amended plat

of the North

Carlsbad Addition,
Map Bk. 3, Page

125

(234.1400)

8-31-81

2-1-82

6-30-77

6-30-77

12.5%

12.5%

3/16

18.75%

-0~

3.0%

Q-

1
<o
1

e

United States of America
NM-14303

United States of America
NM-14768

City of Carlsbad

City of Carlsbad

Part III
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Cities Service 0il Co.

Champlin Petroleum Company

Cities Service 0il Co.

Cities Service 0il Co.

4.9200 4.3050

80.0000 67.6000

75.4000 61.2625

25.0000 21.1250

(186.3200) (154.2925)




Lessor Working Interest Ouner

Net
Gross Acres

Net Working
Interest Acres

Tract Expiration Overriding
No. Description Acres Date Royalty  Royalty
20 12 tracts of land 333.2086 B3-1-76 3/16 -0~

in Sec. 32
21 Railroad right- 45.7700 1=-21~77 25% -0~
of-way covering
49.1800 ac. out
of the N/2 Sec.
32 and Sec. 33
22 Lots 5 & 6, less 7.1340 3-3-76 1/8 3.0%
N 100’ thereof,
Blk. 19, Secs. 31
& 32%
23 Lot 4, Blk. 14, 4,1950
Secs. 31 & 32,
La Huerta
24 Lot 3, Blk. 19, 5.3000
Sec. 32, La Huerta
25 Lot 7, Blk. 14 & 10.5280  7-1-77 1/8 3.0%
Lot 4, Blk 29 in
Sec. 32
26 W 283.7' of Lot 2.1000 6--13-77 1/8 3.0%
2, Blk. 19, Sec.
31 & Sec. 32%
27 E 283.7' of Lot 2.7600 6-13-77 1/8 3.0%
2, Blk. 19, Sec.
32
28 Tr. A of Lot 1 & 1.7040  6-13-77 1/8 3.0%
W/2 of Tr. B of
Blk. 19, Sec. 32
(412.6996)

Laura Elizabeth Tracy et Cities Service 0il Co.

al

The Atchison, Topeka & Cities Service 0il Cc.

Santa Fe Railway Co.

L. A. Johnson ot ux Cities Service 01l Co.

Albert B. Gerrells, single Cities Service 0il Co.

Roy Albert Chappler et ux Cities Service 0il Co.

Sammie E. Tschappler et Cities Service 0il Co.

ux

Curtis Cox et ux Cities Service 0il Co.

Part III
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333.2086 270.7310
45,7700 34.3275
7.1340 6.02¢£2
10.5280 8.8961
2.1000 1.774%
2.7600 2.332z2
1.7040 1.4398
(403.2046) (325.5303)



Tracu. Expiration Overriding Net Net Working
No. Description Acres - Date Royalty Royalty Lessor Working Interest Owner Gross Acres Interest Acres
29 E/2 Tr. B and Tr. 2.9160 6-19-77 1/8 3.0% Ronald M., Kivela et ux Cities Service 0il Co. 2.9160 2.4640

C, D & G of Sub-
division of Lot

1, Blk. 19, Sec.
32

30 Tr. F of Subdivi- -7340  6-22-77 1/8 3.0% George N. Loman et ux Cities Service 011 Co. . 7340 .6202
sion of Lot 1,
Blk. 19, Sec. 32

31 Tr. E of Lot 1, .3650  6-29-77 1/8 3.07 Ronald H. Geckler et ux Ciries Service 0il Co. .3650 .3084
Blk., 19, Sec. 32

32 Lot 3, Blk. 29, 5.2600
Sec. 32, La Huerta

Kiel Bonnell et ux Cities Service 011 Co. 6.2260 5.2610

Lo
O
e

33 4.226C ac., peing 6.2260 9-27-77 1/8
W 348.5' and s
298.79' of W 55' of
E 223.9' of lLot 2,
Blk. 32, sec. 32, La
Huerta, and 2 ac.be-
ginning 435.3' S of
NW/c Sec. 31, thence
§ 209", E 41&', N 209"
and W 418' tc point of
beginning, Sec. 32

34 E 227" of Lot 1, 2.0000
Bik. 29, Sec. 32,
Lz Huerta

(17.5010) (10.2410) (8.6536)
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of Lot 1, Blk. 28,
Sec. 29, La Huerta

(23.2091)

Tract Expiration Overriding Net Working
No. Description Acres Royalty Lessor Working Interest Owner Gross Acres Interest Acres
35 W 113.5' of E 1.2100
340.5" of Lot 1,
Blk. 29, Sec. 32,
La Huerta

36 W 227" of Lot 1, 2.4200
Blk. 29, Sec. 32,
La Huerta

37 E 567.5' ¢f Lot 2, 3.6300
Blk. 29, Sec. 32,
La Huerta

38 W 227" of Lot 2, 2.7800
Blk. 29, Sec. 32,
La Huerta

39 S 130" of E 166' .5300 3.0% Kiel Bonnell et ux Cities Service 0il Company
of Lot 12, Blk.
31, Sec. 29, La
Huerta

40 $ 270' of Lot 10 10.1400
& Lot 12, Blk. 31,
Secs. 29 & 32, La
Huerta, less .53 ac.
in SE/4 SE/4

41 E 113" of Lot 11, 1.4044 3.0% William A. Wood Cities Service 0il Company
Blk. 28, Secs. 29
& 32, La Huerta

42 W 113" of E 226' 1.0947
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Tract Expiration Overriding Net Net Working
No. Description Acres Date Rovalty  Royalty Lessor Working Interest Owner Gross Acres Interest Acres
43 W 114' of E 335 1.4047

of Lot 11, Blk. 28,
Secs. 29 & 32, La
Huerta
44 Lot 9, 3lk. 28, 5.3200 10-5-77 1/8 3.0% James R. Coleman Cities Service 0il Co.(1l/4) 1.3300 1.1239
Sec. 29, La Huerta 10-31~77 1/8 3.0% Elizabeth M. Coleman (1/4) 1.3300 1.1239
45 Lot 7, Blk. 28, 5.3200 10-5-77 1/8 3.0% James R. Coleman Cities Service 0il Co.(1l/4) 1.3300 1.1239
Sec. 29, La Huerta 10~31-77 1/8 3.0% Elizabeth M. Coleman (1/4) 1.330C 1.1239
46 Lots 10, 12 & W 13.2550 1-14~76 1/8 3.0% Fred Russell et ux Cities Service 0il Co. 13.2550 11.2004
2 acres of Lot
11, Blk. 28, Sec.
29 & Sec. 32
47 Tx. of land run- 44,7520 1~-28-76 1/8 3.0% William E. Pickens et ux Cities Service 0il Co. 4.7520 4.0154
ning 652.5' N &
S and 267.5' E &
W in Lot 11, Blk.
25, Secs. 29 & 32
48 W 300" of the S 4.7690  6~19-77 1/8 3.0% Elizabeth Bruhl, single Cities Service 0il Co. 4.7690 4.0298
270.789' of Lot 9
& the W 300' of
Lot 11, Blk. 25,
Secs. 29 & 32
49 Lot 12, Blk. 25, 5.7850 7-1-77 1/8 3.0% Hazel A. Gerrells et al Cities Service 0il Co. 5.7859 4.8883
Secs. 29 & 32
50 E 141.87' of Lot 1.6720 4=27-76 1/8 3.0% Jenson G. Davis et ux Cities Service 0il Co. 1.6720 1.417°¢
11, Blk. 22, Secs.
29 & 32
(42.2777) (35.5530) (30.0423)
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Tract
No.

Description

Acres

Expiration
Date

Overriding

Foyalty  Royalty

Lessor

Working Interest Owner

Net
Gross Acres

Net Working
Interest Acres

51

52

33

54

55

57

W 141.87' of E/2
of Lot 11, Blk.
22, Secs. 29 & 32

E 141.87' of w/2
of Lot 11, Blk.
22, Secs. 29 & 3Z

W 141.87' of Lot
11, Blk. 22, Sec.
29, La Huerta

Lot 6 less N 40',
Blk. 11, and Lot
12 Blk. 22, Secs.
29, 30 & 32%

E/2 of Lots 9 and
11, Blk. 18, Sec.
29

W 405' of Lot 7
& W/2 of Lots §
& 11, Blk. 18,
Secs. 29 & 32

Tracts B, C & D,
Lot 12, Blk. 18,
Secs. 29 & 32,
La Huerta

Tr. A of subdi-

vision of Lot 12
in Blk. 18, Secs.
29, 30, 31 & 32%

1.3800

1.3800

1.3800

5.3020

5.8300

8.8280

2.9300

1.7400

(28.7700)

4-14-76

3-10-76

1-28-76

12-16-75

7-8~76

8-31-77

4~16-76

1/8 3.0%

1/8

3.0%

1/8 3.0%

"1/8 3.0%

1/8

1/8

3.0%

1/8

James R. Masters et ux
Green et ux

Luther L.

Carlsbad Municipal School
District Number C

H. H. Schulle et ux

Jack L. Suter et ux

W. T. Parker et ux

Dora Lunsford Pate et al
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Cities Service 0il Co.

Cities Service 011 Co.

Cities

Cities

Cities

Cities

Cities

Sexvice

Service

Service

Service

Service

01l Co.

01l Co.

0il Co.

0il Co.

01il Co.

1.3800

1.3800

5.3020

5.8300

8.8280

2.9300

1.7400

(27.3900)

1.1661

1.1661

4.,4802

4.9263

7.4956

2.4759

1.4703

(23.1805)




Tract Expiration Overriding Net Net Working
No. Description Acres Date Royalty  Royalty Lessox Working .nterest Owner Gross Acres Interest Acres
59 Lot 10 Blk. 18, 5.9580 11~30-75 1/6§ 3.0% W. T. Parker et ux Cities Service 0il Co. 5.9580 5.0345

Secs. 29 & 30%*
60 Tr. of land out .1310 7-17-77 1/8 3.0% Norman H. Benson et ux Cities Service 0il Co. .1310 . 1107
of Lot 7, Blk. 18,
Sec. 29, La Huerta
61 Tract of land in L4520 6~8-77 1/8 3.0% Norman H. Benson et ux Cities Service 0il Co. ,4520 . 38149
SE/c of Lot 7, Blk.
18, Sec. 29
62 N 249.789' of the .3170 7~5-77 1/8 3.0% Philip H. Wailes, Sr., et Cities Service vuil Co. .3170 L2678
E 162.5' of Lot 7, ux
Blk. 18, Sec. 29
less a tr. of land
in the NE/c¢ of
said lot
63 Tr. of land in L1370 6~6-77 1/8 3.0% Julia Wailes Cities Service 0il Co. .1370 L1157
the NE/c of Lot 7,
Blk. 18, Sec. 29
64 Tr. of land run- .6810 6-6-77 1/8 3.0% Fred J. Weber, Jr. Cities Service 0il Co. L6810 <5754
ning 220" N & S & \
100' E & W in Lot
7, Blk. 18, Sec.
29
65 Lots 6 & 8 in 9.1231 12-2-75 1/8 3.0% Beal R. Willis et ux Cities Service 01l Co. 9,1231 7.7090
Blk. 18, Sec. 29
66 N 5 acres Lot 1, 13.7000 1~-28-76 1/8 3.0% Vera H. Sikes Cities Service 0il Co. 13.7000 11.57653
S 2.7 acres Lot 3,
& all Lot 5, Blk.
18, Sec. 29
(30.4991) (30.4991) (25.7715)
Part III
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Tract Expiration Overriding Net Net Working
No. Description Acres Date Royalty Royalty Lessor Working Interest Owner Gross Acres Interest Acres
67 S 153.5' Lot 4, 1.8230 12-14-75 1/8 3.0% Joe Lee Stevens et ux Cities Service 0il Co. 1.8230 1.5044
Blk. 18, Secs. 29
& 30%*

68 $ 95.9' Lok 2, & 4.3900 11-21-75 1/8 3.0% Traders of Carlsbad, Inc. Cities Service 0il Co. 4.3900 3.7095
Lot 4 less the §
153.5', Blk. 18,
Secs. 29 & 30%*

69 S 207" Lot 1 & 5.2600 11-30-75 1/8 3.0% Billy ¥. Basham et ux Cities Service 0il Co. 5.2600 4.4447
N 176.5" Lot 3,
Blk. 18, Sec. 29

70 N 495.136' of 6.4700 11-19-75 1/8 3.0% Glen E. Terry et ux Cities Service 0il Co. 6.4700 5.4671
Lot 2, Blk. 18,
Secs. 29 & 30*

71 Lots 8 & 10, Blk. 10.5290  2-25-76 1/8 3.07% Stanley W. Johnston et ux Cities Service 0il Co. 10.5290 8.8970
22, Sec. 29

72 Lot 9, Blk. 22, 5.3900 11-19-75 1/8 3.07% Mabel B. Smith, single Cities Service 0il Co. 5.3900 4.5545
Sec. 29

73 Lot 7, Blk. 22, 5.3900 11-23-75 i/8 3.0% Harold C. Nesbit et ux Cities Service 0il Co. 5.3900 4,5545
Sec. 29

74 Lot 6, Blk. 22, 5.2640 3-10-76 1/8 3.0% Gale E. Wiley et ux Cities Service 0il Co. 5.2640 4.4480
Sec. 29

75 Lot 5, Blk. 22, 5.2640 12-1-75 i/8 3.0% Alyce P. Siebenthal Cities Service 0il Co. 5.2640 4.4480
Sec. 29

76 Lots 1 & 2, Blk. 2.3800
2, Sec. 29, La
Huerta

(52.1600) (49.7800) (42.0277)
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Tract Expiration Overriding Net Net Working

No. Description Acres Date Royalty Royalty Lessor Working I[nterest Qwner Gross Acres Interest Acres
77 Lots 3 & 4, Blk. 2.3360 6-14-77 1/8 3.0% George J. David et ux Cities Service 0il Co. 2.3360 1.9739
1, Unit No. 2,
Sec. 29
78 Lot 5 and W 36.5' 1.6250  6-26-77 1/8 3.0% Joln G. Hinson et ux Cities Service 0il Co. 1.6250 1.3731

of Lot 6, Blk. 1,
Unit No. 2, Sec.
29

79 E 93' Lot 1 and 2.1800 4-16-76 1/¢ 3.0% Charles W. Wood et ux Cities Service 0il Co. 2.1800 1.8421
all of Lot 2, Blk. A
2, Unit No. 2,
Sec. 29 7

80 Tr. of land run- 3.2400 6~7-7% 1/8 3.0% Richard F. White et ux Cities Service 0il Co. 3.2400 2.7378
ning 350' N & S
& 308.3' E & W in
Lot 2, Blk. 22, &
W 64" of Lot 1,
Blk. 2, Unit No.
2, Sec. 49

81 Lot 3, Blk. 2, 1.2900
Unit No. 2, Sec.
29, La Huerta

82 S 174' of Lot 8, i.1100
Blk. 1, Sec. 29,
La Huerta

83 Let 8, Blk. 25, 5.2640 12-8-75 1/8 3.0% Vernon Joseph Bass et ux Cities Service 0il Co. 5.2640 4.4480
Sec. 29

84 Lot 10, Blk. 25, 5.6600 10-7-77 1/8 3.0% Cresencio G. Fierro et ux Cities Service 0il Co. 5.6600 4,7827

less .34 ac. out
of W portion of
said lot, Sec. 29

(22.7050) Part III (20.3050) (17.1576)
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Tract Expiration Overriding . Net Net Working
No. Description Acres Date Royalty  Royalty Lessor Working Interest Owner Gross Acres Interest Acres
85 A tr. in Lot 10, .1700

Blk. 25, running
50' N & S and 150'
E & W 100" N of
SW/c of said lot,
Sec. 29

86 A tr. in Lot 10, .1700 10-11-77 1/8 3.0% Pablo P. Saenz et ux Cities Service 0il Co. .1700 . 1437
Blk. 25, running
50" N & $ and 150’
E & W 50' N of the
SW/c of said lot,
Sec. 29

87 W1lac. of N1.5 1.0000
ac. of Lot 9, Blk.
25, Sec. 29

88 E .5 ac. of N 1.5 .5000
ac. of Lot 9, Blk.
25, Sec. 29

89 Lot 7, Blk. 25, 6.4700
Sec. 29

90 Lot 5, Blk. 25, 9.7460 1-14-76 1/8 -0- W. W. Simpson, Jr. Cities Service 01l Co: 9.7460 8.5277
and a tyr. in Lot
5, Blk. 28 lying
N & E of U.S.R.S.
Irrigation Canal
in Sec. 29

91 Tr. of land run- .2500
ning 77.75' N & §
and 141.51'" E & W
in the SW/c cf Lot
6, Blk. 25, Sec. 29

(18.3060) Part III (9.9160) (8.6714)
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Tract Expiration Overriding ~ Net Net Working
No. Description Acres Date Royalty  Royalty Lessor Working Interest Owner Gross Acres Interest Acres
92 N 77.75" of § 1.7600

155.5' & E 426' of
S 77.5' of Lot 6,
Blk. 25, Sec. 29

93 S 3 ac. of N 4 ac. 3.0000
of Lot 6, Blk. 25,
Sec. 29

94 N 1 ac. of Lct 6, 1.0000
3lk. 25, Sec. 29

95 lots 6 & 8 & N 17.5250 12-16-75 1/8 3.0% Roscoe J. Melvin et ux Cities Service 0il Co. 17.5250 14,8086
117.4" of Lot 10,
Blk. 31 & S 322.9'
of Lot 17, Blk. 1,
Sec. 29

96 Lot 8 less the N 3.6460  4-8-76 1/8 3.0% Myrl Dean Reynolds et ux Citles Service Oil Co. (1/2) . 1.8230 1.1540
100’ and less &
tr. of land run~
ning 60' N & S &
150' E & W in the
SE/c¢ of said iot,
Blk. 28, Sec. 29

97 Tr. of land run~- L1240 1-28-76 1/8 3.0% W. E. Pickens et ux Cities Service 01l Co. .1240 L1047
ning 60' N & 5 &
150" E & W in Lot
8, Blk. 28, Sec. 29

98 Lot 6 & a por=ion 8.2540  4-19-76 1/8 3.0% K. 0. Monk et ux Cities Service 0il Co. 8.2540 6.9746
of Lot 5 lying SW
of the irrigation
canal in Blk. 23,
Sec. 29

(35.3090) (27.7260) (23.0419)
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Tract Expiration Overriding Net Net Working
No. Description Acres Date Royalty Royalty Lessor Working Interest Quwner Gross Acres Interest Acres
99 N 1.3 ac. of lot 1.3000 9-28-77 1/8 3.0% Wayne Ray Jones Cities Service 0il Co. (1/2) .6500 5493

8, Blk. 28, Sec.
29
100 Tr. of land run~- 1.1000 6-14~77 1/8 3.0% Ricardo R. Jiminez et ux Cities Sexrvice 0il Co, 1.1000 .9295

ning 174" N & S &
250' E & W in the
SE/c of the NE/4

SW/4 of Sec. 29

101 Tr. of land rum- 1.1000 6-2-76 1/8 3.0% Robert T. Cornett Cities Service 0il Co. 1.1000 L9295
ning 174' N & § &
250" E & W in the
NE/4 SW/4 of Sec.
29

102 §/2 SE/&4 SE/4 MW/4 10,2900
& N/2 NE/4 NE/4
SW/4 of Sec. 29

103 9 tr. in Sec. 29 63.6400 10-29-75 1/8 3.0% Leonua Stagner et al Cities Sexvice 0il Co. 53,6400 53.7842

104 Lot 11, Bik. 17, 4.6440 . 3-16-7% 1/8 3.0% John T. Stephens, Jr., et C(Cities Service 0il Co. 4.6440 3.9241
Sec. 29 ux

105 Lot 12, Blk. 17, 4.4415
Sec. 29

10€ Lot 6, Blx. I, .8800 3-16-76 1/8 3.0% Sherwood T. Dalton et ux Cities Service 011 Co. .8800 . 7436
Sec. 29 :

107 Lot 7, Blk. 1, .8800 3-23-76 1/8 3.0% Marcus P. Bell et ux Cities Service 01l Co. - .8800 L7436

© Secs. 29 & 30* ,

108 1.25 aes. in Lot .9900 3-11-76 1/8 3.07% Roby F. Poovey et ux Cities Service 0il Co. .9900 .8355

8, Blk., 1, Sec. 29
(89.2655) (73.8840) (62.4403)
Part III
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Tract Expiration Overriding Net Net Working
No. Descriptiorn Acres Date Royalty Royalty Lessor Working Interest Owner Gross Acres Interest Acres
109 Lot 9 less S 40° 3.9500 3-25-76 1/8 3.0% Bill Wilcox et ux Cities Service 0il Co. ©3.9500 3.3378

Lots 14 & 18, Blk.
1, Secs. 29 & 30%

110 Lot 15, Blk. 1, .8800 3-26-76 1/8 3.0% Raul L. Urquidez et ux Cities Service 0il Co. .£800 L7436
Secs. 29 & 3(* ,

i1l Lot 16, Blk 1, .8800 4-12-76 1/8 3.0% David A. Hughes et ux Cities Sarvice 0il Co. . 8800 . 7436
Secs. 29 & 30%* :

112 S 82' of the § 1.2500 8-28-77 1/8 3.0% Florence M. Glick Cities Service 0il Co. . 1.2500 1.0563
2.5 ac. of the ,
N/2 NW/4& SW/4
NW/4 of Sec. 29

113 N 83' of the S 1.2500 8-25-77 1/8 3.0% Roy L. Evans et ux Cities Service 01l Co. 1.2500 1.0563

2.5 ac. of the
N/2 NW/4 SW/4
NW/4 of Sec. 29

114 N/2 N/2 NW/4 SW/4 2.5000 6-21-77 1/8 3.0% Gilbert L. Urquidez et ux Cities Service 0il Co. 2.5060 2.1125
NW/4 Sec. 29 ,

115 Lot 13, Blk. 1, 1.7000 6-21-77 1/8 3.0% James R. Ryan et ux Cities Service 0il Co. 1.7000 1.4365
Sec. 29

116 Lot 5, Blk. 1, 1.9400 4-1-76 1/8 3.0% John A. Dunaway et ux Cities Service 0il Co. 1.9400 1.6393
Sec. 29

117 Lot 4, Blk. ], 1.9200 3-16-76 1/8 3.0% Edward L. Green et ux Cities Service 0il Co. 1.9200 1.6224
Sec. 29 .

118 Lot 3, Blk. 1, 1.9200
Sec. 29

119 Lot 2, Blk. 1, 1.9200
Sec. 29

(20.1100) (16.2700) (13.7483)
Part TII
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Tract Expiration Overriding Net Net Working
No. Description Acres Date Rovalty  Royalty Lessor Working Interest Owner Gross Acres Interest Acres
120 Lot 1, Blk. I, 1.5180  3-22-76 1/8 3.0% Theodore Wilks et ux Cities Service 0il Co. 1.5180 1.2827

Sec. 29
121 S 90' of the K .5100

110" of Lot i7,
Blk. 1, Sec. 29

122 S 40' of Lot 9 & .3400 4-2-76 1/8 3.0% Leona Stagner Cities Service 0il Co. .3400 .2873
N 26' of Lot 17,
Blk. 1, Sec. 29

123 Lots 10, 11 & 12, 5.1110  5-17-76 1/8 3.0% Clyde V. Pelton et ux Cities Service 0il Co. 5.1110 4.3187
Blk. 1, Sec. 29

124 1.29 ac., mere 1.2900
or less, out of
the SE/4 NW/4 of
Sec. 33

125 .50 ac., more or .5000
less, out of the
SE/4 SE/4 of Sec.
33

(9.2690) (6.9690) (5.8887)

(5115.2210) (4976.9921) (4196.9183)

* Portions of rhe lands covered by these leases are situated in either Section 30 or Section 31, which are neither covered nor included
in this agreement.

Part III
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EXHIBIT "A" PART I¥

OPERATING AGREEMENT DATED SEPT. 22 1972

EDDY COUNTY,

PLAT OF UNIT AREA

una UNIT AREA
(@) TRACT NUMBERS
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EXHIBIT "A PART X
OPERATING AGREEMENT DATED SEPT 22 1972
EDDY COUNTY, NEW MEX!ICO
- PLAT OF SUBDIVISIONS OF SEC. 29 g 32 , T-2!s R-2TE
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6-15-64

EXHIBIT “B"

INSDRANCE

LI AL IV

Operator shall also purchase or provide for the benefit of the
parties hereto:

Type =~f Coverage Liability Limits of Not Less Than

{a) Employers' Liability and - $100,600 each accident
extension of Workmen's
Compensation and Employers'
Liability to cover marine
operations where applicable,

&

(b) Comprehensive General Bodily Injury $100,000 each person
Liability (excluding under- 300,000 each accident
grourd property damage but Property Damage 100,000 each accident
including operation of water-
craft where applicable}.

{c) Comprehensive Automohile -~ Bodily Injury $100,000 each person
’ p
Liability 300,000 each accident
Property Damage 100,000 each accident

It is further understood and agreed that the Operator is not a
warrantor of the fiunancial responsibility of the insurer with whom such insur-
ance is carried, and that except for willful negligence, Operator shall not be
liable to Non-operatoxr for any loss suffered on account of the insufficiency
of the i-stvrarce carri:d, or « insurer wiin whom carried. Operator shall not
be liable to Non-operator for any loss accruing by reason of Operator's inabil-
ity to procure or maintain the insurince above mentioned. Operator agrees that
if at any time during the life of this agreement it is unable to obtain or
maintain such insurance, it shall immediately notify Non-operator in writing

of such fact,
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Rercmmended by  the
Councd ot Petricleum

ALy S E ]
EXHIBIT weo " A VSN

Attached to and made a part of  Operating Agreement dated .
September 22, 197 , between Cities Service 0il Compan), as
Operator, and Midwest 0Oil Corporation, et al., as Non-

Operators.

ACCOUNTING PROCEDURE

(JOINT OPERATIONS)

I. GENERAL PROVISIONS

Definitions

“Joint Properiy™ shail mecas the real and personal property subject 1o the agrecinent to which this “Accounting Pro-
cedure” is attached.

“Joint Operations” shall mean all operations necessary or proper for the development, eperation, pioiection and
maintenance of the Joint Property.

»Operatar” shall mean the party designated to conduct the Joint Operations,

“Non-Operators” shail mean the nonoperating parties. whether one or more.

“Joint Account” shall mean the account showing the charges and credits accruing because of the Joint Operations
and which are to be shared by the Parties.

“Parties” shall mean Operator and Non-Operators.

“Material” shall mean personal property, equipment ov supplies acquired or held for use on the Joint Property.
“Controllable Material” shall méan material which at the time is so classified in the Material Classification Manual
as most recently recommended by the Council of Petrcleum Accountants Socicties of North America.

Conflict with Agreement
In the event of a conflict between the provisions of this Accounting Procedure and the provisions of the agree-
ment to which this Accounting Procedure is attached, the provisions of the agreement shall control
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REeTRIeER:

Statements and Billings

Operator shall bill Non-Operators on or before the last day of cach month for their proportionate shire of costs and

expenses, for the preceding month. Such bills will be accompanied by statements reflecting the total charges

and credits as set forth under Subparagraph c . below:

A. Statement in detail of a)l charges and credits to the Joint Account.

B. Statement of all charges anc credits to the Joint Account, summarized by appropriate classifications indicative
of the nature therecf.

C. Statement of all charges and credits tc the Joint Account summarized by approprxate classifications indicative
of the nature thereof, except that items of Controllable Material and unusual charges and credits shall be detailed.

Payment and Advances by Non-Operators
Each Non-Operator shall pay its proportion of all such bills within fifteen (15) days after receipt thereof. If pay-
ent is not made within su%h time, the unpaid balance shall beal mter ft at the_ rat twelve perceat
2% per,%nnum or such maximum Trate as permitted whic ever is the lesser,
un
gl}stments *
Payment of any such bills shall not prejudice the right of any Non-Operators to protest or question the correctness
thereof; provided however, all bills and statements rendered to Non-Operaiors by Cperater during any calendar
year shall conclusiveiy be vresumed tn be true and correct after twemy -four (24) months following the end of any
such calendar year, unless within the said twenty-four (24) month peried a Non-Operator takes written excep-
tion thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator shall be made
unless it is made wiithin the same prescribed period. The provisions of this paragraph shall not prevent adjust-
ments resulting frem a physical inventory of the Joint Property as provided for in Section VII.
Audits
A Non-Operator, upon notice in writing to Operator and all cther Non-Operators, shall have the right to audit
Operator’s accounts and records relating to the accounting hereunder for any calendar year within the twenty-four
{24) month period following the end of such calendar year: provided however, the making of an audit shall not ex-
tend the iime for the taking of written exception to and the adjustment of accounts as provided for in Paragraph
6 of this Section I. Where there are two <7 inore Non-Operators, the Non-Operators shall make every reasonable
effort to cornduct joint or simultaneous audits in a manner which will result in a minimum of inconvenience to
the Operator.

) II. DIRECT CHARGES
Subject to limitations hercinafter prescribed, Gperator shall charge the Joint Account with the following items:

Rentals and Royalties

Delay or other rentals and royaities when such rentals and royalties are paid by Operator for the Joint Account

of the Parties.

Laber )

A. Salaries and wages of Operator’s emplovees directly engaged on the Joint Property in the conduct of the Joint
Operations, and salaries or wages of technical employees who are temporarily assigned to and directly
employed on the Joint Property.

B. Operator’s cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to the
employees whose salaries and WagEb are chargeable to the Joint Account under Paragraph 2A of thls Section II
and Paragraph 1 of Section IIi; except that in the case of those employees oniy -a pro rata portion of whose
salaries and wages are chargeable to the Joint Account under Paragraph ! of Section III, not more than the same
pro rata portion of the benefits and a'lowances hercin provided for shall be charged to the Joint Account. Cost
under this Paragraph 2B may be chavrged on a “‘when and as paid basis™” or by ‘“percentage assessment” on the
amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this Section 1I and Para-
graph 1 of Section I1I. If percentage assessment is used, the rate shall be based on the Operator’s cosi experience.

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are ap-
plicable to Operator’s labor cost of salaries and wages chargeable fo the Joint Account under Paragraphs 2A
and 2B of this Section II and Paragraph 1 of Section III.

D. Reasonable personal expenses of those employees whose salaries and wages are chargeable to the Joint Account

under Paragraph 2A of this Section If and for which expenses the employees are reimbursed under Operator’s
usual practice.

—_1—




3.

5.
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11,

Eniployee Benefits

Qperator’s cucient vost of extablished plans for employees’ group life insurance, hospitalization, pension, retire-

ment, stock purchase, thrift, bonus, and other benefit ptans of a ke nature, appiicable to Opevator’s labor cost; pro-

vided however, the tolal of such churpges shall not exceed fifteen percent {15% of Uperator’s lahor costs chargeable
to the Joint Account under Pavagraphs 2A and 2B of this Section H and Paragraph | of Section 1L

Material .

Material purchased or furnished by Operator for use on the Joint Propecty. So far as it is veasonably practi-

cat and consistent with efficient and ccanomical operation. only such Material shall be puichased for or transferred

to the Joint Properly as may be veguired for immediate use: and the secumulation of suiplus stocks shall be avoided.

Transportation

Transportation of employees and Material necessary for the Joint Operations but subject ta the following limitations:

A. If Material is maved to the Joint Property from the Operator's warchouse or other properties, no charge shall
be made to the Joint Account for a distance greater than the distance from the ncarest reliable supply store or
railway receivingg point where like material is available, except by agreement with Non-Operators.

. 1t swrplus Material is moved to Operator's warehouse vr other storage point, no charge shall be made to the
Joint Account for a distance pieater than the distance to the neavest veliable supply store ur vailway receiving
point, except by agreement with Non-Operators. No charge shall be made 8 toint Account for moving Material
{o other properties belonging to QOperator, except By agreement with Non-Operators,

C. In the application of subparagraphs A and B above. there shall ke no equalizetion of actual gress trucking costs
of $100 or less, :

Services

A. The cost of contract services and utitities procured from outside sources other than services covered by Para-
graph 8 of this Scetion I and Pavagraph 2 of Section L

B. Use and service of equipment and facilities furnished by Operator as provided in Paragraph 5 of Section IV,
Damages and Losses to Joint Property
All costs or expenses tiecessary for the repair or replacement of Juint Property made necessary because of damages
or losses incurred by five, flood. storm. theft, accident. or any other cause, except to the extent that the damage or
loss could have been avoided through the exercise of reasonable diligence on the part of Operator. Operator shall
furnish Non-Opevators written notice of damages or losses incurred as soon as practicable after a report thereof
has been received by Operator.
Legal Expense
All costs and expenses of handline. investigating and settling litigation or claims arising by reason of the Joint
Operations "o,y necessary to protect or recover the Joint Prowmerty. including. but not limited to. attorneys’ fees,
court costs, cost of invesfigation or procuring evidence and amounts paid in settlement or satisfaction of any
such litigetion or claims: provided. (2) no charge shall be made for the services of Operator's legal staff or other reg-
ularly employed personnel (such services being considered to be Administrative Overhead under Section 111}, ex-
cept by agreement with Non-Operators. and (b) no charge shall be made for the fees and expenses of outside at-
torneys unless the employment of such attorne:rs is agreed to by Operator and Non-Operators.

Taxes

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation

theveof. or the production therefrom, and which taxes have been paid by the Gpevator for the benefit of the Parties,

Insurance Premiums

Premiums paid for insurance required to be carvied on the Joint Property for the pretection of the Parties.

Other Expenditures

Any other expenditure not covered or dealt with in the foregoing provisions of this Section II, or in Section III,

and which is incurred by the Operator for the necessary and proper conduct of the Joint Operations.

HI. INDIRECT CHARGES

Operator may charge the Joint Account for indirect costs either by use of an allocation of district expense items plus a
fixed rate for administrative overhead, and plus the warchousing charges. all as provided for in Paragraphs 1. 2, and 3 of

this Section II1 OR by combining all three of said items undsr the fixed rate provided for in Paragraph 4 of this Section
I, as indicated next belaw:

1.

2.

OPERATOR SHALYL CHARGE THE JOINT ACCOUNT UNDER THE TERMS OF:
{3 Paragraphs 1, 2 and 3. (Allocation of disivict expense plus fixed raie for administrative overhead plus
warehousing.)

Paragraph 4. (Combined fixed rate)
District Expense ; -
Operator shall charge the Joint Account with a pro vata porticn of the salaries, wages and expenses of Opelator's
production superintendert and other employees serving the Joint Property and other properties of the Operator in
the same operating area, whose time is not allocated directly to the properties, and a pro rata portion of the cost of
maintaining and operating a production office known as Operator’s B AU
office located at or near (or a comparable office if location changed), and neces-
sary sub-offices (if any). maintained for the convenience of the above-described office. and all necessary camps,
including housing facilities for employees if required. used in connection with the operations of the Joint Property
and other properties in the same operating area. The expense of, less any revenue from. such facilities may, at the
option of Operator, inciude depreciatior of investment or a fair monthly rental in licu of depreciation. Such
charges shall be apportioned to all properties served on some cquitable basis consistent with Operator’s accounting
practice.

Administrative Overhead
Operator shall charge administrative overhead to the Joint Account at the following rates, which charge shall be in
lieu of the cost and expense of all offices of the Operator not covered by Paragraph 1 of this Section 111, including
salaries, wages and expenses of personnel assigned to such offices. Such charges shall be in addition to the salaries,
wages and expeases of emplevees of QOperator authorized to be charged as direct charges as provided in Paragraphs
2 and 8 of Section II.

WELL BASIS (RATE PER WELL PER MONTH)

PRODUCING WELL RATE

DRILLING WELL RATE (Use Current Producing Depth}
(Use Total Depth) All Wells
Well Depth Each Well First Five Next Five Qver Ten

The cost and expense of services from outsid

matters before or involving governmental agencies shall be considered as included in the overhead rates provided for in

this P'amgraph 2 of Sectior III, unless such cost and expense are agreed upon between Operator and Non-Operators
as a direct charge to the Joint Accou

—_D



3. Operator's Fully Owned Warehouse Operating and Mzaintenance Expense
(Describe fully the agreed procedure to be followed by the Operator.)
NONE

1. Combined Fixed Rates

Operator shall charge the Joint Account for the services covered by Paragraph 1, 2 and 3 of this Section III, the
following fixed per well rates:

WELL BASIS (RATE PER WELL PER MONTH)
PRODUCING WIELL RATE

Dlll.l:!..IN,G )'N'['L‘L R:;Yf (Use Current Produting Depth)
ol Bamih - A'lI__SJ_elIé' » A1l Wells
All Depths $1410.00 $185.90

Said fixed rate (shall) (XEHKREL) include salaries and expenses of production foremen.

5. Application of Administrative Overhead or Combined Fixed Rates

The following limitations. instructions and charges shall apply in the application of the per well rates as provided

under either Paragraph 2 or Paragraph 4 of this Section III:

A. Charges for drilling wells shall begin on the date each well is spudded and terminate on the date the drilling or
completion rig is released, whichever is lzter, except that no charge shall e made during the suspension of
drilling operations for fifteen (13) or more consecutive days.

B. The status of wells shall be as follows:

(1) Preducing gas wells, injection wells for recavery operations, water supply wells utilized for water flooding

i operations and salt water disposal wells shall be considered the same as preducing wells,

(2) Wells permanently shut down but on which plugging operations are deferred shall be dropped from the
well schedule at the time the shutdown is effected. When such a well is plugged a charge shall be made
at the producing well rates.

(3) Wells being plugged back. drilled deeper, converted to a source or input well, or which are undergoing any
type of workover that requires the use of a drilling or workover rig shall be considered the same as drilling
wells.

(4) Temporarily shut-down wells, which are not produced or worked upon for a period of a full calendar month,
shall not be inciuded in the well schedule, provided however, wells shut in by governmental regulatory
body shall be included in the well schedule only in the event ihe uilowable preduction is transferred to some
other well or wells on the Joint Propertyv. In the event of a unit allowable, all wells capable of producing
will be counted in determining the charge.

(5) Gas wells shall be included in the well schedule if directly connected to a permanent sales outlet even
though temporarily shut in due to overproduction or faiture of purchaser to take the allowed production.

(6) Wells completed in multiple horizons, in which the production is not commingled down hole, shall be con-
sidered as a producing well for each separately producing horizon.

The well rates shall apply to the total number of wells located on each lease being drilled or

operated under the agreement to which this Accounting Procedure is attached,

The well rates shall be adjusted on the first day of April of each year following the effective date of the agree-

nt to which this Accounting Procedure is attached. The adjustment shall be computed by multiplying the

rate currently in use by the percentage increase or decreuse in the average weekly earnings of Crude Petroleum
and Gas Production Workers for the last calendar year compared to the preceding calendar year as shewn by

“The Index of Average Weekly Earnings of Crude Petroleum and Gas Production Workers" as published by the.

United States Department of Labor, Bureau of Labor Statistics. The adjusted rates shall be the rates currently

in use, plus or minus the cemputed adjustment.

8. For the construction of compressor plants, water stations, secondary recovery systems, salt water disposa! facili-

ties, and other such projects, as distinguished from the more usual driliing and producing operations, Operator
in. adAditine tr bhe Adminictrative OQverhead or Combined Fixed Rates provided for in Paragraph 2 and 4 of this

ol
(9) That 8366 per month i i
ol S hereby fixed as a reason
gga;gieggraigﬁerylséon (combined fixed rates); that the o;giitor
, Oorized to withhc"? ~~onm i 1 i
18 tc production tiie pro
b“_ie of such Supervision charge attributable to eaChpnoggrtlonate
*ig‘gér gng worklpg ;nteregt, and in additicn thereto, the operator
: eby a?;horlzea t9 withhold from production the proportionat
noirg of ac’ 1l expenditures required for operating such well ©

n excess of what are reasonable, attr] able to each nor

consenting working interest. ’ Fributable to each non-

£ AN ~— .
counts actually received. N ) N
2. Materiel furnished from Operator’s Warehouse or Other Properties
A. New Material (Condition “A”)

(1) Tubuiar goods, two inch (2”) and over, shall be priced on Eastern Mill base (i. e. Youngstown, Ohio; Lorain,
Ohio; and Indians Harbor, Indiana) on a minimum carload basis effective at date of movement and f. o. b.
railway receiving point nearest the Joint Property, regardliess of quantitv. In equahzed hauling charges,
Operator is permitted to include ten cents (10c¢) per hundred-weight on all tubular goods furnished from
his stocks in lieu of loading and unloading costs sustained.

(2) Other Material shall be priced at the current replacement cost of the same kind of Material, effective at date
of movement and f. 0. b. the supply store or railway receiving point nearest the Joint Property where
Material of the same kind is available.

(3) The Joint Account shall not be credited with cash discounts applicable to prices provided for in this Pdra-
graph 2 of Section IV.

B. Used Material (Condiiion “B"” and "C")

(1) Material in sound and serviceable condition and suitable for reuse without reconditioning, shall be classified
as Condition “B” and priced at seventy-five per cent (75%% ) of the current price of new Material.

(2) Material which cannot be classified as Ccndition “B” but which, - -
(a) After reconditioning will be further serviceable for original function as good secondhand Material

(Condition “B"), or )
{b) Is serviceable for original function but substantially not suitable for reconditioning, shall be classifi-
ed as Condition “C” and priced at fifty per ceat {(50¢:) of cusrent new price.

(3} Obsolete Material or Material which cannot be classified as Condition “B"” or Condition “C” shall be priced
at a value commensurate with its use. Material no longer suitable for its original purpose but usable for

I
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some other purpose, shall be priced on u basis comparable with that of items normally used for such other
purpose.
(4) Mauterial involving erection costs shall be charyed at applicable percentage of the current knocked-down

price of new Material.
Premium Prices
Whencever Material is not readily obtainable at prices specified in Parajrraphs 1 and 2 of this Section IV because of
national emergencies, strikes o other unusual causes over which the Operator has no control, the Operator may
chaige the Joint Account for the requured Material at the Operator's actual cost incurred in procuring such,Maftena‘l,
in making it suitable for use. and m moving it to the Joint Property, provided. that notice in writing is
furnished to Non-Operators of the proposed charge prior 19 billing Hon-Operators for such Material. Each Non-
Operator shall have the right. by so electing and notifying Operator within 10 days after receiving notice from
Operator, to furnish in kind all or part of his share of such Material suitable for use and acceptable to Operator.
Warranty of Material Furnished by Opyrator
Operatar. does not warrant the Materwal furnished, In case of defeetive “aterial, credit shall not be passed to the
Joint Account until adjustment hus been veceived by Operator from the manufacturers or their agents.
Equipment and Facilities Furnished by perator o N
A. Uperator shail charge the Joint Account for use of equipment and fasilities at rates commensurate with cost 5@
ownership and operation. Such rates shall inclnde cost of maintenance, repairs, other operaling expens€, in-
surance, taxes. depreciation and intere -t on investment not v exceed six per cent (677 ) per annum, provide_d
such rates shall not exceed those currently prevailing in the immediate area within which the Joint Property is
located. Rates for automotive cquipment shall generatly be in line with the schedule of rates adopted by the
Petroleum Motor Transport Assoeiatinn, ar some other recognized organization, as rccommeded uniform charggs
against Joint Property operatiens. Rate for labaratory services shiall not exceed thoese currently prevailing if
pet formed by outside service laborstlories Rates for trucks, tractors tad weli service units may include wages
and expenses of operator.
Whenever requested Operator shall infarm Non-Operators in advance of the rates it proposes to charge.
Rates shall be revised and adjusted fiom Gme to time when found to be either excessive or insufficient.

V. DISPOSAL OF MATERIAL

rator may purchase, but shall be under no obligation te purchase, interest of Non-Operators in surplus Coqdi-
or “B" Material. The disposition of surplus Controllable Materizl, ri:l purchased by Operator, shall be subject

Treement between Operator and N:n-Ojseitars, provided Operator shinii dicpose of normal accurnulations of junk

scrap Matcertal either by transfer o~ sale iram the Joint Property.

Material Purchased by the Operator or Hun-Operators .

Material purchased by either the Opcratin or Non-Operators shall be crodiled by the Operator to the Joint Account
for the month in which the Material is removed by the purchaser

Division in Kind )

Division of Material in kind. if made between Operator and Non-Ovperaturs, shall be in proportion to the respective
interests in such Material. The Parties will thereupon be charged indiviiuclly with the value of the Material re-
ceived or receivable. Proper credits shali by made by the Operator in the monthly statement of operations.

Sales to Outsiders

Sales to outsiders of Material from the Joint Properiy shall be credited by Operator to the Joint Account at the net
amount collected by Operator from vendee. Any claim by vendee reia-cd to such sale shall be charged back to the
Joint Account if and when paid by Operator.

VI. BASIS OF PRICING RMATERIAL TRANSFERRED *.i0M JOINT ACCOUNT
Material purchased by either Operator or Non-Operators or divided in kiiid, unless otherwise agreed to between
Opcrator and Non-Operators shall be priced on the fellowing basis:
New Price Defined
New price as used in this Section VI shall be the price specified for New Liaterial in Section IV. .
New Mate-
New Malerial (Condition *“A”), being new MMaterial procured for the 22ii 7 rcperty but never used, at one hundred
per cent (100¢) of current new price {plus sales tax if any).
Good Used Material
Good used Material (Condition “B"}, being used Material in seund a:.i -rviceable condition, suitable for reuse
without reconditioning:
A. At seventy-five per cent {75¢-) of current new price if Material s charged to Joint Account as new, or
B. At sixty-five per cent (65¢7) of current new price if Material was - :7Iinaily charged to the Joint Account as
secondhand at seventy-five percent (7377 )} of new price.
Other Used Material
Used Material (Condition ‘‘C"), at fifty per cent (50¢;) of current new t-ize, being used Material which:
A. Is not in sound and serviceable conditicn: but suitable for reuse af rzconditioning, or
B. Is serviceable for original function but riot suitable for reconditioniny,
Bad-Crder Material
Material (Condition “D"), no longer sutiable for its original purpose wiihiout excessive repair cost but usable for
some other purpose at a price comparable with that of jtems normally u:zed for such other purpose.
Junk Material
Junk Material (Condition “E"), being obsoiete and scrap Material, ar + =v:iling prices.
Temporarily Used Materiai
When the use of Material is temporary and its sarvice to the Joint Fro; := does not justify ¢+ 2 eduction in price as
provided for in Paragraph 3 B of this Secti~» VI, such Material shall Y2 ;:ic~? an 2 basis that wil (°=:ve a net charge
to the Joint Account consistent with the vaiue of the service rendered.

Vil. INVEKTORIES
Operator shall maintain detailed records of NMaterial generally considered ccntrollable by the Industry.
Periodic Inventories, Notice and Representation
At reasonable intervals, inventories shall be taken by Operator of the Joint Account Material, which shall include
all such Material as is ordinarily considered controllable. Written notice of intention to take inventory shall be
given by Operator at least thirty (30) days before any inveniory is to begin so that Non-Operators may be repre-
sented when any inventory is taken. Failuie of Non-Operators t b : represented at an inventory shall bind Non-
(l)1peratfors to accept the inventory taken by Operator, who shall in tiat event furnish Non-Operators with a copy
thereof.
Reconciliation and Adjustment of Inventories
Reconciliation of inventory with charges to the Joint Account shall be made, and a list of overages and shortages
shall be jointly determined by Operator and Non-Operators. inventory adjustments shall be made by Operator

with the Joint Account for overages and shortages, but Operator shall be held accountable to Non-Operator only
for shortages due to lack of reasonable diligence. ’

Special Inventories
Special inventories may be taken whenever there is any sale or change of interest in the Joint Property. It shall be

the duty of the party sglling to notify all other Parties as quickly as possible after the transfer of interest takes
place. In such cases, beth the r  °r and the purchaser shall be governad ° -uch inysentory.

— 4 —
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EXHIBIT "D"

Attached to and made a part of Operating Agreement dated September 22,
1772, between Cities Service 0il Company, as Opexrator, and Midwest 01l

Corporation &t ai, 28 Non-Operators.

193]

(NO UNLEASED MINERAL INTEREST BEING CONTRIBUTED)
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CONSENT AND RATIFICATION
UNIT OPERATING AGREEMENT DATED SEPTEMBER 22, 1972
EMBRACING LANDS IN T21S, R27E, EDDY COUNTY, NEW MEXICQ

L I SRR

The undersigned Pat Sims ‘hereby acknowledges receipt of a copy of
the Operating Agrecment dated September 22, 1972 covering among other lands
the N/2 Section 33, T21S, R27E and acknowledges that he read the same and
is familiar with the terms and conditions thereof.

aad Teee Kewvia wsy
The said Pat Sims) has acquired by mineral deed dated
the minerals under 32.79 acres of land referred to under Tracts #15 and
#1264 of the =aid Operating Agreement and does desire to participate in
operations for the development of the N/2 of Secticn 33, T215, B27E to the
extent of the proportionate interest that the 32,79 acres in said Tracts
#15 and 124 bears to the total acreage in the said N/2 of Section 33,
T21S, R27E and does hereby consent and ratify all of the terms and provisions
of the said Operating Agreement exactly the same as if the undersigned had
executed the original of the said Operating Agreement or a counterpart
thereof insofar only as same pertains to the lands described in this Consent
and Ratification.

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

ATTEST: /e’%//w :

(12:??551’49 )2;¢z€;;4g§§;

/

T
Address: P. 0. Box 1046 /, J
Eunice, New Mexico 88231 ,‘lﬂéh s TRy,
STATE OF "~ . o5 » pu )
) ss .

COUNTY OF < o a. )

On this 7 7 day of , 1973, before
me perscnally appeared S/~ e 2 i i
to me known to be the persons described in and who executed the foregoing
instrument, and acknowledged that they executed the same as their free act

and deed.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
official seal the day and year in this certificate above written.

7 \@%22924_/
- ~=71 L//»//)'VM

Notary Public

"
?
:
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OP 69 DETAILED WELL ESTIMATE Revised 1-10-74 by George Davis

WELL NUMBER L — rzass __Cities fervice - T1|'ac‘y
CONTRACTOR LocATION —____ 06607 I'NL, 1980 YUl .
DATE 1"10“74 ﬂevised) SECTION 33 1T215L127E
J. 0. NO. __oeptn_11,800'  county Eddy stave __New Mexico
Morrow
pescrinTION SOV B W I Sl ol T T
TANGIBLES
Cosing
Set @ 400" H-40 ST&C 16 A 405 165 4,450 4,450
ST&C 10-3/4 A 1,525 %0.5| 10,i50] 10,050
ST&C 10-3/4 A 1,030 5.5 7,600 7,600
Set @ 3550 ST&C 10-3/4 A ,030 51.0 8,500 8,500
N-80 LT&C 5-1/2 A 9,629 L7 9,700 i
Set @ 11800' N~80 LT&C 5-1/2 A 2,269 20 34,310 ——
Well head connections 8,300 2,500
Tubing Buttress N-80 2-7/8 141,300 1 6.4 18,%50 A
Sucker rods
Bottom hole pump
Packer 1,300 —
Engine or motor
Pumping unit
Electrical equip. inc. Labor & Trans.
Line pipe, fittings inc. Labor & Tians.
TANK BATTERY
Stock tanks Coated 210 A L|=-- 2,40 —-—
G. B., settler, free water K. 0. tank
Separctor, heater treater, ete, 8,50 -
Cost to install T. B. 1,580 —
" INTANGIBLES
Contract Drlg. lobor (footage) @ $11,00/ft, ‘ 129,804 129,800 ~
Rotary doy work 6 days @ $2200/day 13,200 13,200
Boktsrabesdt Unit Time 5 days 2,210 ———
Subsurfoce casing equipment 3,500 2,000
D. S. T., electric logs, etc. 12,800 12,000
Acidizing, fracing i d 4,00 —
Perforating ; 2,580 -~
S e
Misc. company and contract labor i : 'l N 3,0 2,000
Road building, location : V, b 5,00] 5,000
i - i i ‘{
Cement & cementing service Ly . [l ﬁ 11,4600 11,000
Cement squeeze jobs R i
Drilling mud, chemicals ! -~ = 16,00 16,000
Drilling bits, coreheads, reamers i , h‘ il
HMud logging unit - L 3,100 3,000
Rental of miscellaneous equig. : . ] T 2,W0 2,000
| Company, contract hauling : " } 3,530 2,000
Water, fuel Y - 10,00 10,000
Miscellaneous incidentols ; AT B 5,00 3,000
B A il
Total cstimated cost - 100% i I v 10343,230 1 243,100
Total estimate C. S. %
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BEFOR: THE

0IL CONSERVATION COMMISSION OF NLEW MEXLCO

Bl \ L wmoe T 33y Ty SR IAT oY T
INOHE MATTRIL OF dnk APPLICATION

OF CITIES SERVICE 011, COMPANY
FOR Al ORDER FORCE POOLING LANDS
IN EDDY COUNTY, NEW MEXICO

APPLICATI O N

COMES NOW Cities Service 0il Company anéd applies to

the 011 Conservation commission of New Mexice for an order

pooling all mineral interest from the suriace dovn to and

tncluding the Morrow formation underlying the following

ribed lands ln Eddy County, New Mexico:

Ancan
UG w2

Township 21 South, Range 27 Easg, N.M.P.M.
—/_

Section 33 - N/Z

—

to be dedicated to Applicant's proposed NoO. 1 Tracy <o 1l.

to be located at a standard locatlour on the tnit, and in

support thereof would show the Comniission:

1. Applicant is the own:r of the right to d~,ill znd

develop the proposed unit as o all formitions »oughv A

be pooled, and has obtained voluntary agreements as to a1l
mineral interest owners, with th

lands and owners:

1.8 acres out of the NW/U Liw/% of section
11

33, owned by Mprs. dartina Jimin#&i, 71l
Ortega Street, Cay lsbad, lew llexico 83220

DOCKET MA‘LED P Copies of correspondence to Mips. Jininez

1 L\ //} {} S

should alsc be forwarded to Mr. Mike
14202 falrgrove Street, la

-5 Martinez,
: ye / Puente, California T1MH6
| ,/‘/4/ ,
LA 31.5 acres out of the SW/4 Le/H (uSA Tract

A Arind e

S b : : g , &
/ upn) owned by the Gene @l Services AGR=D

€; tration, United States GCovernment.

e oxeception of the 1olloaing




1.29 acres out of the SE/4 NW/U (GSA Tract
"B"),owned by the General Services Adminis-
tration, United States fovernment.
2. Applicant has sought without success to obtain
voluntary agreement Irom Mrs. Jiminez, and has veen unable

to do so.

3. The lands owned by the General Services Administra-
tion, including the mineral interest, were offered for sale,
with blds opened on December 5, 1973 in Fort Worth, Texas.
Sale of these lands and mineral interests has not been

completed.

i, Because of the availability of a drilling rig it is
necessary that a well be commenced on this unit as soo0n as
possible, and applicant 1s uriable to wait until the sale

of the government lands has been completed.

WHEREFORE applicant requests that this application be
set for hearing at the earliest avallable examiner hearing,
and that after notice and hearing as required by law the
Commission enter its order pooling all of the lands as
described for the production of 0il and gas from the surface
down to and including the Morrow formation, together with a
provision for applicant to recover its costs of drilling
and completing the well out of production, costs of operation
and supervision, and a risk factor for drilling the well
as provided by law, together with such other and further
relief as may be proper.

Respectfully submitted,

CITIES SERVICE OIL COMPANY

B ‘t’.ﬁ*ﬁbdﬂuALQS
KELLAHIN & FOX
P. O. Box 1769
Santa Fe, New Mexico 87501

ATTORNEYS FOR APPLICANT




DRAFT
o BEFORE THE OIL CONSERVATION COMMISSION
dr/ - / " OF THE STATE OF NEW MEXICO
AR |

\@E?( IN THE MATTER OF THE HEARING

CALLED BY THE OIL CCNSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE NO. _53149

Order No. R-i 7/2
: APPLICATION OF CITIES SERVICE
. OIL COMPANY FOR COMPULSORY -

POOLING, EDDY COUNTY, NEW' - ., ya®
MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on January 16 : 1974
at Santa Fe, New Mexico, before Examiner Richard L. Stamets .
NOW, on this day of January r 1974, the Commission,

a quorum being prasent, having considered the tEEfimony, the record,
and the recommendations of the Examiner, and being fully advised
in the premisges,

FINDS:

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

(2) That the applicant, Cities Service 0il Company ’

seeks an order pooling all mineral interests in the

Pennsylvanian formation underlying the N/2

of Section 33 , Township 21 South , Range 27 East

NMPM, o ’ Eddy County, New

Mexico.
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(3) That the¢ applicant has the right to drill and proposes

to drill e=wedd " at a standard location for said unit .

(4) That there are interest owners in the proposed proration
unit who have not agreed to pool their interests.

(5) That to avoid the drilling of unnecessary wélls, to
protect correlative rights, and to afford to the owner of each
interest in said unit the opportunity to recover or receive
without unnecessary expense his just and fair share of the gas
in said pool, the subject application should be approved by
pooling all mineral interests, whatever the/may be, within said
unit.

(6} That the applicant should be designated the operator
of the subject well and unit.

(7) That any non-consenting working interest owner should
be afforded the opportunity to pay his share of estimated well
costs to the operator in lieu of paying his share of reasonable
well costs out of production.

(8) That any non-consenting working interest owner that
does not pay his share of estimated well costs should have
withheld from production his share of the reasonable well costs
plus an additional _Zf’@ gcfcfzgereof as a reasonable charge for th
risk involved in the drilling of the well.

{9) That ény non-consenting interest owner should be
afforded the opportunity to object to the actual well costs but
that actual well costs should be adopted as the reasonable well
costs in the absence of such objection.

(i0) That following determination of reasonable well costs,
anv non-consenting working interest owner that has paid his
share of estimated costs should pay to the operator any amount
that reasonable well costs exceead éstimated well costs and
should receive from the operator any amount that paid estimated

wall costs arceed reasonable wa2ll costs.
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F 4 i
(11) That 20,2.0"0 per month should be fixed as a yeason-
: ." vy Char Y
able charge for supervision (combined fixed rates); R e
Fed awnuo/ Sase upen ¥k Pernvb/odp. inerease or deersesd th 'f'-.

vZ. v@ Wl cperator should be authorized to withhwid from production the s,

2 !

proportionate share of such supervision charge attrikutable to‘?@*

1

each non-consenting working interest, and in addition thereto, !:'.’
the operator should be authorized to withhold from production

the proportionate share of actual expenditures required for

4

— )

operating the subject well, not in excess of what are reasonable, {3,
attributable to each non-consenting working interest.

(12) That all proceeds from production from the subject E“

=

well which are not disbursed for any reason should be placed

.

L

4

in escrow to be paid to the true ownexr thereof upon demand and
proof of ownership.

(13) That upon the failure of the operator of said pooled
unit to commence drilling of the well to which said unit 1is

dedicated on or before MQ/ / /?/7 , the order
/ I 4

pooling said unit should become null and void and of no effect

whatsoever.

1T IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be,

in the Pennsylvanian formation underlying the N/2
of Section 33 , Township 21 South, Range 27 East ., NMPM,
, Eddy County, New Mexico, L

are hereby poocled to form a standard 3RO~ acre gas spacing
i1ts Tracy bOeil] No. 7,

and proration unit to be dedicated’to,a—we-}r}. to be drilled

at a standard location for said unit .

PROVIDED HOWEVER, that the operator of said unit ?all

rs
commence the drilling of said well on or before the gday

of W?qy ' 197'*, and shall thereafter continue the
7/

A e L L e S A RS 1SRN S A O b e

drilling of said well with due diligence to a depth sufficient to

y L J
,

PROVIDED FURTHEDR, that in the event said operator dees not

e el A, 3ee

. w '
cormmpence the drilling of said well on or before the ‘gday :

of 2%,/ , 1974, Oxder (1) of this order shall be null and
7

vold and of no effect whatsoever;
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PROVIDED FURTHER,that should said well not be drilled to

complation, or abandonment, within 120 days after commencement

thereof, said operator shall appear before the Commission and

show cause why Order (1) of this order should not be rescinded.

A Arm——

(2) That Cities Service 0il Company is hereby designated

the operator of the subject well and unit.
o St
{3) That after the effective date of this order and
30 days prior to commencing said well, tine operator shall furnish

the Commission and each known working interest owner in the subjec

unit an itemized schedule of estimated well costs.

PRSI o (BT R e T

(4) That within 30 days from the date the schedule of
estimated well costs i1s furnishied to him, any non-consenting
working interest cwner shall b

ave the right to pay his share

of estimated well costs to the operator in liecu cf payin

S O T U I Trer e

~
o
I
(&)
(o}
o]
&0
o3
}..l
(4]

share of well costs out of production, and that any

e

such owner who pays his share of estimated well costs as pro-

e

vided above shall remain liable for operating costs but shall

" anmen

not be liable for risk charges.

(5) That the operator shall furnish the Commission and each
known working interest owner an itemized schedule of actual well }
costs within 90 days following completion of the well; that if

no objection to the actual well costs is received by the Com-

e m e S s R

mission and the Commission has not objected within 45 days
following receipt of said schedule, the actual well costs shall

be the reasonable well costs; provided however, that i1f there

Ry a1 AP ko

is an objection to actual well costs within said 45-day period

van

the Commission will determine reasonable well costs after public

notice and hearing.

A s

(6) That within 60 days following determination of reason-

.

able well costs, any non-consenting working interest owner that

[roTR R

has paid his share of estimated costs in advance as provided




ot

At hte

..5..
Case No.

Order No. R-

above shall pay to the operator his pro rata share of the amount
that reasonable well costs exceed estimated well costs and shall
receive from the operator his pro rata share of the amount that

estima

>ohaple well cosis. : I
(7) That thg operator is hereby authorized to withhold
the following costs and charges from production:

(A) The pro rata sharcec of reasonable well costs
attributable to each non-consenting working
interest owner who has not paid his share of
estimated well costs within 30 days from the

date the schecdule of estimated well costs is
furnished to him. ,
(B) As a charge for the risk involved in the

FX and
drilling of the well, ZjEOZ"Of the pro rata

share of reasonable well costs attributable
to each non-consenting working interest
owner who has not paid his share of estimated
well costs within 30 days from the date the
schedule of estimated well costs is furnished .
to him.
{8) That the cperator shall distribute said costs and
charges withheld from production to the parties who advanced

!

!

i

the well costs. %
35

That per month is hereby fixed as a reasgprable

charge for ervision (combined fixed rates);

is hereby authori: e proportionate;

4
o3
»
H
it
0
rh
0
ot
Q
o
)
[

g
L
s
<
ad
(O]
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vaa

consenting working interest, ifi addition thereto, the operator:

—dra

is hereby authorized to wi production the proportionate

share of actual ewpenditures reqguired for erating such well,
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not in excgess of what are reasonable, attributable to each non-

ting working interest.
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(?) That $ Z QZ ,M __pexr month is hereby fixed as a

reasonable charge for supervision (combined fixed rates),

provided that this rate shall be adjusted on the first day

i cf April of cach year following the effective date of this
order; that the adjustment shall be computed by multiply-
ing the rate currently in use by the percentage incrcase
or decrease in the average weekly earnings of Crude Petro-
leum and Gas Production Workers for the last calenrndar year
compared to the preceding calendar year as shown by "“The

; Index of Average Weekly Earnings cf Crude Petroleum and Gas

; Production Workers" as published by the United States

Department of Labor, Burxeau of Labor Statistics, and the

| i adjusted rate shall be the rates currently in use
H X

minus the computed adjustment; “that the operator is hiereby
authorized to withhold from production the proportionate share
of such supervision charge attributable to each non-consenting
working interest, and in addition thereto, the operator

is hereby authorized to withhold from production the pro-

portionate share of actual expenditures required for operating

such well, not in excess of what are reasonable, attributable
to each non-consenting working interest.
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hat
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(1§) That any unsevered mineral interest shall be considered
a seven-eighths (7/8) working intexest and a one-eighth (1/8)
royalty interest for the purpose of allocating costs and charges
under the terms of this order.

(113 That any well costs or charges which are to be paid
out of production shall be withheld only from the working
interests share of production, and no costs or charges shall
be withheld from production attributable to royalty interests.

(13) That all proceeds from production from the subject
well which are not disbursed for any reason shall be placed in
escrow in Eddy County, New Mexico, to be paid tc the true owner
thereof upon demand and proof of ownership; that the operator
shall notify the Commission of the name and address of said
escrow agent within 90 days from the date of this order.

{1§) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year hereinabove

designated.
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