| GASE 5201: Application of MOBFL e g P T RIS Prry
| OIL CORP. FOR COMPULSORY POOLING, - SN P S NI A e
-EDDY COUNTY, NEW MEXICO, .




Ca 4 p P l\c atvon, y
:jégma\ t_-.gm




o B BEFORE THE

o | NEW MEXICO OIL CONSERVATION COMMISSION: |
_ ' ’ - Santa Fe, New Mexico -
April 10, 1974

EXAMINER HEARING

— e v . mAe e e e S m— — e - ——

IN THE MATTER CF

N N N N

Application of Mobil 0il
Corporation for Compulsory) Case No. 5201
pooling, Eddy County, New )

Mexico. )

BEFORE: Richard L. Stamets, Examiner.

TRANSCRIPT OF HEARING

APPEARSALNTCES

For the New Mexico 0il

Conservation Commission: Thomas Derryberry, Esq.
Legal Counsel for the
-Commission

State Land Office Bulldlng
Santa Fe, New Mexico

For the Applicant: James- E. Sperllng, Esq.
MODRALL SPERLING, ROFHL
HARRIS & SISK

8th Floor, Public Service
Building

3 Mew Mexico

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 982-0386




B I NDEX
JOHN H. SEEREY
Direct Examinationh by Mr. Sperling

Cross Examination by Mr. Stamets

"EXHIBITS

Exhibits Number. 1 through 8

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOKNSON STREETY
SANTA FE, NEW MEXICO 87501
TEL. (505) 982-0386

W

14

14

S T

4
R

op




L

MR. STAMETS: :Call the next Case, 5201.
 MR. DERRYBERRY: Case 5201, Application of Mobil’
éOil Corporation for Compulséry Pooling, Eddy County, New |
%Mexico. J
MR. SPERLING: James E. Sperling; Modrall,
iSperling, Roehl, Harris % Sisk, Albuquerque, New Mexico,

‘appearing for the applicant, Mobil Oil Corporation. We have

1Tone witness.

MR. STAMETS: Are there any other appearances in

“this case?

The witness will stand and be sworn, please.
(THEﬁEUPON,‘the witness was sworn.)

JOHN H. SEEREY

‘was called as a witness, having been first duly swovrn, was

fexamined and testified as follows:

E DIRECT EXAMINATION

%BY MR. SPERLING:

| Q -Will you please séate your name, your place‘ofi
Eresidence and your occupation and your employer?

7 A My name is John Seerey. I am employed as an
éAssociate Engineer with Midland area office of Mobil 0il
?Corporation.

Q Have you on any previous occasion testified as an
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CASE 5201

SEEREY-DIRECT

tions are a matter of record?

A Yes, I have.

MR. SPERLING: Are the witness's qualifiedtions. . _.{ .
acéeptable?
MR. STAMETS: They are.
Q (Mr. Sperling continuing.) All right. Mf. Seerey,
will you please explain’for the record what Mobil seeks by
this applicaﬁion?

A Mobil 0il Corporation requests the Commission to

authorize the pooling of all mineral interescts in the Pennsyl

netion underlying the south half of Section 33

ey et e e s e e e el S oISy L e U SO OO S -

Townshipv22 Soutﬂ; ﬁéngéAé%ﬂéééﬁ,VS§uth‘é;rlsbad4Field;

Eddy Cbunty,vNew Mexico to form a three hundred and twenty
acre gas basing and proration unit to be dedicated to the
Eddy Comm well Wo. 1 located in Unit K, 1980 feet from the

west line and 1980 feet from the south line of said Section

33. Mobil proposes to be the operator of this well.

Q@ ' Wny has Moblil found it necessary to request involun-
tary pooling in this matter?

A In the proposed’320 proration unit there is an
unsigned mineral interest tract. This is a 1.4867 acres

mineral interest owned by a Patrick Jerry Martinez, a minor,
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SEEREYfDIREC'P - Pagcs
who 1is unablg;tQ”Sign”aWLCQSQWQrWQOHSentWtOMpOOling;"Ww

Q | What percentage of the total area of'thfee hundred
and twenty acres hds been leased for'the purpose of forming
thiS‘uﬁit?

A  We believe the signed leases on 99.5355 per cent
of the three hundred and twenty acre proration unit have
been secured. This leaves unsigned 0.46U45 per cent of the

three hundred and twenty acre proration unit subject to

tcompulsory pooling.

Q@  Has Mobil indicated to the unsigned mineral interes
owners that may participate in the drilling of the well on

the voluntary basis as working interest owner?

CETTUYesT T EXNibit Ofe is A Copy of the letter that |

Mobil sent to the unsigned mineral interest cwners pointing
out that if they choose not to sign leases they may elect

io participate in the drilling of this well as working
interest owners. A copy of the estimated cost of drilling
and completing the well was also furnished to them. Since
the date of the letter, the date the letter was sent, Mrs.
Nasaria Garcia has signed a lease. However, Patrick Martinez
is stiil ﬁﬁable to sign a lease or consent to join.

Q Is there anything further that Mobil is requesting
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by this application?

CASE 5201

SEEREY~DIRECT | Page... . 6

A, Yes. Moﬁil requests authorization to collect a
one hundred and seventy-seven dollar per monﬁh charge for
supervision after fhe well is complete.

- Moﬁil'fufther feQuests authorization to collect a
fourteen hundred ahd seventy dollar per month charge for
supervision while the well is drilling.

Mob11l aléo requests that any non-consenting interes
owner not paying his share of the reasonable well costs shall
have withheld frOméﬁrOd&ction his share of these costs pius
an additional one hundred and twenty-five per cent thereof
as a charge for ar?isk involved in drilling a weil.

Q Now, wOuid yoﬁ please refer to what has been marked
as Exhibit Number 2 in this matter and explain the purpose of
that exhibit?

A Exﬁi%it iwo is a map showing the area of the
South Carlsbad Fieid. The existing completions in the Wolfcg
Citgo Canyon,‘Straﬁn, Atoka and Maltha formations shown by
the color cod%d cifcles‘of the 1egend:at the bottom of the
map describes the c¢olor codes used on this map.

The open uncolored circles’shown represent the

proposed locations for drilling wells as reported to us.

The:propésed three hundred and twenty proration
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CASE 5201
EEREY-DIRECT _ Page.. T
“mnit for Mobii Eddy -Comm No. 1 is shown Shaded in red.
o Now. would you refer to what has been marked as
[Exhibit Three and explain what it shows and its purpose?
“p-—Exhibit—Three is»amdetaiied~platwef~themsouth~haif——
of Section 33. The proposed prbratidn'qﬁit for the Eddy
fiComm No. 1, éndgit shows the various leases and tracts we
Lropose to pool to form the three hundfed and twenty pro-
’ration unit. “ |
The tract shaded;_in blue is the tract for which
Mobil has not secured leases or vdlﬁntary pocoling agreements
of the mineral interest. _And is that tract mentioned
previously‘ownedﬂg&‘Patriék Jerry Martinez, a minor.
The one point four-eight acré tract shouwn shaded
in pblue is described as Lot 11, Block C, of the Azotea
subdivision. The lessee is shown on the top of each
individual tract. The mineral interest is shown at the

bottom of each individual tract.

Q In connection with the ownership of the tract
referred to, would you now explain Exhibit Four?
A Exhibit Four shows the name and address of the

unsigned mineral interest owner in the tract shown shaded

in blue on Exhibit Three. This name and address is from
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‘the proposed casing, cement, tubing and total depth of

CASE 5201
SEEREY_DIRECT Page ....... 8 .................
the public record and to the best of our knowledge representd
mineral ownership in the-proposed three hundred and twenty
acre proration unit.

Q Would you now réfer'to Exhibit Five and explain
its purpose?

A~ Exhibit Five is a dfagrammatic sketch of the
well bore of the Eddy Comm Well No. 1. This sketch shows
twelve thousand twoahundred feet. The proposéd Morrow
perforated interval will be sélecféd later.

4 Now, you have marked for identification Exhibit
Six-A and Six—B. Would you refer to those and explain their
purpose?

- A Exhibit Six-A is coﬁposed of two pages and is a
cost estimate to drill, test, cdmplete and equip and to put
into production a single Morrow completion for‘the Eddy
Comm No. i. As shown, the total estimate is four hun&féd
and fifty-three thousand.

Exhibit Six-B is a cost estimate to drill, test,

and plug the Eddy:Comm No. 1 in the event of a dry hole. As

¢

shown, the dry hole estimate is three hundred and thirty-
three thousand.

Q Would you please refer to Exhibit Seven?
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CASE 5201
SEEREY-DIRECT B Page. ... Do
A Exhibit Seven is a structure map which is cdntoured
—————————————— on the top of the lower Morrow formation in the South Carls-
bad Field.

This feature is shown to be a north-south trending

saddled anticline.

The Morrow sand development, downdip on the ‘east
flank of the South Carlsbad structure where the Eddy Comm
Well No: 1 is locatéd is erratically developed andhas%’béén'T
found to be tied or water-bearing in some wells drilled to

date.

Some examples that may be pointed out on this
exhibit ‘are in the south half of Section'2l‘of‘Townshib
22 South, Range 27 East. The Antweil-Randell Well No. 1
is a canyon well. It was dry in the Morrow. It had tén
lfeet of non-commercial Morrow and eight feet of water-bedring

sand.

~In the north half of Section 29, Township 22

South, Range 27 East the Union Lea No. 1 was a dry holé.

In the south half of Section 29 of the same township |
and range, the Bronson-Howard Heimer Comm Well No. 1 is a
Morrow producer. That was reported to have-twenty-five
feet of net pay and twelve feet of water sand.

The north half of Section 5 of Township 23 South,
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twelve feet of water sand.

_ CASE 5201
SEEREY-DIRECT page... 10
Rangé 27 Easty the Superior-Ryan Well No. 1, is a Morrow
and §traWﬁ produéer with sixteen feet of net pay in the
Morrow and seventeen feet of water'sand. In the éduth half

of Section 5, just below it, the Phillips-Westfall A No. I

is a Morrow producer with twenty-one feet of net pay and

‘In the north half of Section 4 which is just south

of the prpposéd Eddy Comm well, the Missouri, Mobil;MiSSouri .

and New Mexico Land Well No. 1 is a‘Morrow producer. It was
rebofted to have'sixty—seveﬁ feet of net pay ‘and twenty-thred
feet of water sand. There were eighteen feet of actual
Morrow sands perféd in that well.

~In the eas tion 8 of Township 23
South, Range 27 East, the Mesa Ready Comim Well No. 1 is
Atoka prééucer but was dry in the Morrow with thirteen
feet of non-commercial Morrow and fifteen feetjof water
sand.

Based on the results of the Mobil-Missouri New
Mexico Land Well No. 1 which is just south of the proposed
Eddy Comm, we estimate there are no shallow pay zones' expectq
to be present in fhe Eddy Comm No. 1.

@  Mr. Seerey, the unit in the west half of Section 3,

in 27 East and 23 South was the subject of an application by
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CASE 5201
SEEREY-DIRECT Page... Ll . ...
Mcebil quite recéntly before the Commission for the purpose
of<COmmunitizing>that unit. Can you_give us the results of
what you believe is identified és the Maude Rickman CGmm well

A. Yes, sir, just a second. The Maude Rickman Comm is
not yet complétéd. However; a prelimindry analysis of phe
logs were not very encouraging. _We find that thefe are four
scattered sands in the Morrow. There is one eight-foot
of pay section sand with fair porosity which %e_will probably
perf. Therejis‘on? six;fOot’éectiéé of pay sand with Jow
poroéity which we will probably perf. There is one four-foot
sec%ion<of sand with low porosity and another two-foot sectio
with iow porosity which we will probably not pe
the presence of water sand.

There is a possible potential in the well of an
Atoka carbonate pay of unknown value at this time. That's
all I have on the Maude Rickman.

Q Okay. Now, w?uld you refer to what has been marked
as Exhibit Number Eight?

A Eiﬁiﬁif“Eiéht is a copy of the operating agreement
which Mobil proposes to follow in the administration of the
drilling and operation of the Eddy Comm Well No. 1. Since
the time the operating agreément was prepared the Nasaria

Garcia lease was signed. Therefore, on page A-2 of the
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CASE 5201
SEEREY-DIRECT © Page.... 12 ..
attachment A to that operating agreement, the Nasaria%Garcia
Tract which is shown on the operating agreement as an
unleased oil'and gas interest will have to be moved up as - -
lease number nine as tabulatéd,for'the Cities Service
Leases.
| Q That tract is shown graphically on what haé?%één
marked as Exhibit Number Three?
A Yes, sir, it is a zero point'five aCré tract on
the lowéf center of the northeast of the southeast .
Q Are there any other changes in the unit agr§éméht?
A | Yes, én'page A-3, marked at the bottom of A;é:df
the attachment page to the operating agreement which éhows
'theraréicipatipg percentages in the'un;t argg.“‘pge‘%p the
lease of the Nasaria Garcia'tfaCt, the Cifies Service%ber—
centage will have a point five four acres addéd to the shown
thirty-seven point nine seven acres. It will have a ;16875
percentage factor added to the participating percentaée of
11.86563. |
Q The respective totals on acreage and percénﬁage
then would be following the change for Cities Servicé;
thirty—-eight point fifty-one acres and 12.03438,perceﬁtage
participation in the unit?

A That is correct.
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.sylvanian formation underlying the south half 6f Section 33,

CASE 5201
SEEREY-DIRECT Page. .. 13 ..
Q Would you please summarize for the record Mobil's
reqﬁest in the application?
A, Number One, Mobil réquests the{@%mmiSSiOn'to

authorize the pooling of all mineral interests in the Penn-

Township 22'South, Range 27 East, Eddy County, New Mexico,
for a three hundred twenty acre pro-ration unit to be
dedicated to Mobil's Eddy Comm Well No. 1, of which Mobil

proposes to be the operator.

Number Two, Mobil requests authorization to collecty

ohexﬂundréd and seventy-seven dollars per month charge - for
supervision after the well is completed and a fourteen hundrg
and seventy dollar per month charge for supervision during
the drilling of the well.

Number Three, Mobil requests the Qpproval of
a hundred and twenty-five per cent riSk'faétor in the drillin
of the well.

Q Mr. Seerey, is it your opinion that the approval
of the application by the Commission will result in the
protection of correlative rights and encourage the prevéntion
of waste?

A Yes. We believe the approval of this request will

prevent waste and prevent the drilling of unnecessary wells
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Patrick Jerry Martinez.

' CASE 5201
SEEREY-DIRECT /
~CROSS e | ’

“ Page......... Wi, '
and will protect correlative fights by allowing each owner
of the separate tracts the op§0rtunity to prodﬁce his-just
and equitabie share of the:gas”withdht waste. »

Q Do -you have anything furth@gﬁz
A No, sip. ‘
MR. SPERLING: Mp. Examiner, I will offer at this
time Exhibits One through Eight in the case.
MR. STAMETS: Without objection, the exhibits
will be admitted. A

MR. SPERLING: That's all we have.

CROSS EXAMINATION

BY MR. STAMETS:
Q@ ~Mr. Seerey, do you know if Mobil has had any
éorrespondence completed with Patrick Jerry Martinez?

A Mcbil has had no correspondence completed with

Q As a minor it would ‘be reasonable to assume that
somebody acting as_guardian*that could co-sign for Mr.

Martinez on this particular lease if they so desire --

the witness 1is prepared to testify concerning a report from
Cities Service that efforts to lease have gone forward and iU

is their proposal to obtain the appointment of a guardian
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CASE 5201

SEEREY-CROSS 1 : Page.. . 15 ...

to represent his interest in connection with the lease of

this, correct?
THE WITNESS: Yes.

MR. STAMETS: So, it will be by the time the order

Fg

fs used the lease wili‘have:actually béén obtained by Cities
Service?

| ‘MR. SPERLING: Weil, assuming the court as to
notice and all of this caﬁ be'comgliedfwith, yes.

MR. STAMETS{ I bélieVefﬁhat?answers my ‘question.
Are thére'éhy Otbér‘ééesﬁio%s ofvﬁﬁis witness?

If not, he,maj be excused. Anythingrfuﬁther

in the case?

MR. SPERLING:  No, sir.

MR. STAMETS# Take the c;se under advisement and
I will call the next éasé. |

(THERE%?ON,*the witness was excused.)
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me, and the same is a true and correct record of the said-

STATE OF NEW MEXICO )
. B ) 85.
COUNTY OF SANTA FE )

I, SIDNEY F. MORRISH, Court Reprter, do hereby certify

that the foregoing and attached Trﬁdscript of Hearing béfore

proceedlngs, tc the best of my knowledge, skill and ability.

/] f"?}

fun
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SIDNEY F. ﬂMORRISH Court Reporter
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L R TRUJILLO

O1L CONSERVATION COMMISSION CHAIRMAN
A ‘ , LAND COMMISSIONER
STATE OF NEW MEXICO i ALEX J. ARMUO
P. 0. BOX 2088 - SANTA FE 7 uemnen
87501 | STATE GEOLOGIST
;; , A.L: PORTER, JR.
April 24, 1974 SECRETARY - DIRECTOR -
7 Re: CASE NO. 5’01,
Mr. James E. Sperling ORDER NO. R-4771
Modrall, Sperling, Roehl, Harris & Sjisk .
Attorneys at Law & pplicant:

Albuguerque, New Mexico 87103 : Po =

Dearx S;r:

Ll Enclosed herewith are two coples of the above-referenced
R e S i e - - Commission order recentiy entered in the subject case.

very “tfﬁ.l.'y yours,

. Z G0k, G

A. L. PORTER, Jr.
Secretary~-Director

Copy of order also sent to:

- Hobbs OCC x
k ‘ Artesia OCC x
Aztec OCC ]
Other Nasaria Garcia, Carlsbad, N. M.

Patrick Jerry Martinez, Carlsbad, N.M.
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BEFORE THE OIL CONSERVATION COMMIS SION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

'CASE NO. 5201
‘Order No. R-4771
APPLICATION OF MOBIL OIL CORPORATION ’
FOR COMPULSORY POOLING, EDDY COUNTY,
NEW MEXICO.

ORDER OF THE COMMISSION

]

BY THE COMMISSION:

This cause came on for hearing at 9 a. m.;on April 10, 1974,
at Santa Pe, New Mexico, before Examiner Richard L. Stamets.

NOW, on this day of April, 1974, the cqmmission, a
quorum being present, Eavihg considered the testimony, the record,

-and the recommendations of the’ Examiner, and being fully advised

in the premises,
FINDS:

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

(2) That the applicant, Mobil Oil Corporation, seeks an
order pooling all mineral interests in the Pennsylvanian Torma-

‘tion underlying the S/2 of Section 32, Township 22 South,

Range 27 Bast, NMPM, South Carlsbad Field, Eddy County, New
Mexico.

(3) That the applicant has the right to drill and proposes
to drill a well at a standard location for said unit.

(4) 7That there are interest owners in the proposed prora-
tion unit who have not agreed to pool their interests.

(5) That to avoid the drilling of unnecessary wells, to
y‘_ctect cc&relati‘ra v’lghts' anﬁ Q'fi afford to f'h@ 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 beiapproved by
pooling all mineral interests, whatever they‘@ay 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 intérest owner should
be afforded the opportunity to pay his share of estimated well
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CASE NO. 5201
Order_No. R-4771

costs to the operator in lieu of paying his share of reasonable
well costs out of production.

(8) That any non-consenting swworking intersst cwner 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 125 per cent thereof as a reasonable charge
for the risk involved in the drilling of the well.

(9) That any 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.

(10} That following determination of reaaonable well costs,
any non-consenting working interest owner that has paid his
share of estimated costs should pay %o 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 reascnable well cotts. «

(11) That $177.00 pex month should be fixed as a reaaonable
charge for supervision (combined fixsd rates); that the operator
should be authorized to withhold from production the proportion-
ate share of such supervision charge attributable to 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 ‘operat-
ing the subject well, not in excess of what are reasonable,
attributable to each non-consenting working interest.

(12) That all proceeds 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 July 15, 1974, the order pooling said
unit should become null and void and of no effect whatsoever.

IT IS THEREFORE ORDEREDi

- -

(.L; That all mineral ixu.eu::n;b, WIHAtTevas s.hey may ba,
in the Pennsylvanian formation underlying the S/2 of Section 33,
Township 22 South, Range 27 East, NMPM, South Carlsbad Field,
Eddy County, New Mexico, are hereby pooled to form a standard
320-~acre gas spacing and proration unit to be dedicated to a
well to be drilled at a standard location in Unit K of said
Section 33.

PROVIDED HOWEVER, that the operator of said unit shall

. commence the drilling of said well on or before the 15th day

of July, 1974, and shall thereafter continue the drilling of




P> G Sibvusth

_3..
CASE NO. 5201
Order No. R-4771

said well with due diligence to a depth sufficient to test the
Pennsylvanian formation;

__ PROVIDED FURTHER, that in the event said operator. does not _
commence the drilling of said well on or before the 15th day of
July, 1974, Order (1) of this order shall be null and void and
of no effect whatsoever;

PROVIDED FURTHER, that should said 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.

(2) That Mobil 0il Corporation 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 cormencing said well, the operator shall furnish
ths 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 owner who pays his share of estimated well costs as pro-
vided above shall remain liable for operating costs but shall
not be liable for risk charges.

(5) That the operator shall furnish the Commission and

actual well costs within 90 days following completion of the
well; that if no objection to the actual well costs is received
by the Commission and the Commission has not objected within
45-days following receipt of said schadule, the actual well
costs shall be the reasonable well costs; provided however,
that if there is an objection to actual well costs 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 reason-
able 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 amcunt
that reasonable well costs exceed estimated well costs and shall
receive from the oparator his pro rata share of the amount that
estimated well costs exceed reasonable well ‘costs.

(7) That the operator is hereby authorized to withhold
the following costs and charges from production:

(A) The pro rata share of reasonable well costs
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" is hereby authorized to withho1d‘fron ‘production the groportionate

oy .

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 eotimated well costs is
furnished toc: him. ,

{B) As a,charge fpr the risk involved in the
drilling of the well, 125 percent of the
pro rata share of reasonable well costs
attributable to each non~consenting working
interest ownei 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 operator shall distribute said costs and
charges withheld from produotion to the parties who advanced
the well costs. . g

(8) That $177.00 per mbnth is hareby fixed as a reasonable
charge for supervision (combined fixed rates); that the’ operator

share of such supervision charge attributable to each non-
consenting working interest,sand in addition thereto, the operatox
is hereby authorized to withhold from- production the proportion-
ate 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 any unsevered‘minerai interest snaii be consiaerea
a seven-eighths (7/8) working. interest and a one-eighth:(1/8)
royalty interest for the purpose of allocating costs and charges
under the terns of this order. :

(11) 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.

(12) 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 to 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.

(13) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem .
necessary.
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; : DONE at Santa Fe, New Mexico, on the day and year herein-
| above designated, ,
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DOCKET: EXAMINER HEARING - WEDNESDAY - APRIL 10, 1974

9 A.M. - OIL QONSERVATION COMMISSTON CONFERENCE ROOM,
STATE LAND QFFTCP QUI[DINL - QANIA Fii, NEW MEXICO

i o

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

ALLOWABLE: (1) thsider%tiod of the allqwable’p%oductiéﬁ of gésifrom seventeen
proratedipools in Lea, Eddy, Roosevelt, and Chavés Counties,
New Mexiko, fer May, 1974;

(2) Coneideretion of the allowable production of‘gée:from five
prorated ponls in San Juan, Rio Arriba, and Sandoval Counties,-

P———— New Mexico, for May, 1974.

f? : ’ : e CASE 5201: Application of Mobil 0il Corporation for compulsory pooling, Eddy

4 ' County, New Mexico. Appllcant, in the above-styled cause, seeks an
order pooling*all mineral interests in the Pennsylvanian formation
Lnderlying the S/2 of Section 33, Township 22 South, Range 27 East,
South Carlsbad Field Eddy Couinity, New Mexico, to form a: standard
320-acre p*oration unit to be dedicated to a well to be dri kd‘at a
- standard location for said units Also to be considered will be the

" cost of drilling and completing sald well and the allocation of such
costs, as well as actual operating costs and icharges for supervision.
Also to be considered is the designation of applicant ‘as operator of
the well and a charge for risk involved in drilling said well.

L Lo T CASE S2UZ:  Application of El Paso Natural Gas Company for- speciaf pnnT'*ules, e
: Eddy County, pr Mexico. Applicant,,in ‘the above—styled cause, seeks
‘the" pLUluuLbaLiuu UL‘SPECLd‘L pUU.L tules for tlie WESL balld vunes-
Morrow Gas Pool in Township 23 South. Range 31 _East,. Eddy County, New . . . |
Mexico, 1nc1u61ng a provision for 640-acre spacing. :

CASE 5203: Application of Jake L. Hamon for salt water disposal, Lea County, New
texico. Applicant, in the above-styled cause, seeks authority to
dispose ¢f produced salt water -into the Devonian formation 1n the
perforated interval frem 13,230 feet to 13,320 feet in hie Cetty
State L-736 Well No. 1 located in Unit D of Sectlon 32, Township 16
South, Range 36 Fast, East Shoe Bar-Devonian Pool, Leu_tounty, New
Mexico. ’

" ' CASE 4790: (Reopened)

o4 . ciE N
In the matter!of Case No. 4790 being reopened pursuant’ to the provi-
sions of Order No. R-4370, which order established temporary rules
for the Dublin- -Ellenburger Gas Pool, Lea County, New Mexico, including
a provision for 640-acre spacing. All interested patties may appear
and show cause why said pool should not be developed on 320-acre
spacing units.




CASE' 5204

: CASEiSZOS:

CASE!5211:

CASE 15212

CASE $5213:

Bxuﬁinor Henrtng - Wednesday - Apvil 10, 1974 bocket No. 9-74

2=

Application of cities Service 01l Company £6% a dual completion,

- Eddy County, New Mexico. Applicant, in the above-styled cause, seeks

approval for the dual completion of its Government T Well No. 1
located in Unit C of Section 14, Township 20 South, Range 28 East,

‘Russell Field, Eddy County, New Mexico, in such a manner ‘as to

produce gas from the Wolfcamp and Morrow formations through the casing-
tubing annilus and tubing, respectively.

Application of Citizg Service 0il Company for a dual completion, Eddy.
County, New Mexico. Applicant, in the above—styled cause, seeks
approval for the ‘dual completion of its Paslay "A" Com Well No. 1
located in Unit K of Section 8, Township 22 South, Range 27 East,

Eddy County, New Mexico, to produce gas from undesignated Strawn and
Morrow gas pools through the casing-tubing annulus’and tubing, respec-
tively.

Application of Cities Service 0il Company for compulsory pooling, o
Eddy County, New Mexico. Aoplicant, in’the ‘above-styled cause," secks
an order pooling all mineral interests in the Pennsylvanian formation
underlying the W/2 of Section 8, Tcwnship 22 South, Range 27 East, .
South Carlsbad Field Eddy County, New Mexico, to be dedicated to its
Paslay Well No...1, located in Unit K of sald Section 8. Also to be
considered will be the cost of drilling and completing. said well and

‘the allocation of such costs, as well as actual operatin‘ costs and
rhareeq for Quner'riqinn "Algo to.bhe onnnidnrad dal fhn dén‘iopntion of

applicant as operator of the well and a charge for risk involved in

driliing said weil.

Application of Citles Service 0il Company for a unit agreement Eddy
County; New Mexico. Applicant, in the above—styled cause, seeks
approval ‘for the Citgo Empire-Abo. Unit Area comprising 361 acres,

more or less, of Federal and State lands in Townships 17 and 18 South

Range 27 East, Empire—Abo Pool, Eddy County, New Mexico.

Application of Clties Service 0il Company for a piessure ‘maintenance
project, Eddy County, New Mexico. Applicant, in the above-styled

‘cause, seeks authority to ‘institute a pressure maintenance project on

its Citgo Empire—Abo Uait, Empire-Abo Pool, Eddy (ounty, New Mexlco,

by the iwfection’ of gas “into the Abo fu:.matlt‘)u uuuu,gh awel! to be
drilled at an unorthodox location 990 feet from the South llne and

2635 feet from the East line of Section 35, Fownship 17 South, Range 27
Fast. Applicant further seeks the establishment of speclal rules for
sald pressure maintenance project including a provisicn for the operation
of the project under a net GOR rule and the establishment of a gas
injection credit. "bank" against which injection credit could h¢ drawn

in order to maintain full allowables during such times as lujcctlion

plant ghut-downs, ctc.
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CASE

CASE 5207:

CASE 5208:

CAS]

CASE 5210:

CASE 5214:

CASE

5215:

bocket No. 9-74

—3-

1974

Application of Continental Oil Company fc7 dowmhole commingling,
Lea County, New Mexico. Applicant, in the above—atyled cause, seeks
authority to commingle West Warren~Blinebty and East Skaggs ~Drinkard

'production in the wellbore of its SEMU Burger Neil No! 21 located in

Unit O of Section 19, Township 20 South, Range 38 East, Lea County,
New Mexi.co.

Application of Craig Folson for a non-standard prorat1on unit and
compulsory pooling, Chaves County, New Mexlco. Applicant, in the above-
styled cause, seeks an order pooling all mineral interests underlying
a non-standard oil" proration unit comprising the SW/4 NE/4 SE/4,

NW/4 SEf4 SE[4;-NE/4 SW/4 SE/4, and the SE/4 NW/4 SE/4 of Section 12,
Township 13— South Range 31 East, CapiockEQueen Pool, ‘Chaves County,
New Mexico, to be dedicated to a well te be drilled at an unorthodox
location 1340 feet from the South line and 1300 feet from the ‘East
line of said Section 12, said location hav‘veibeen previously been
appioved by Order No. R-4750. (Also té be considered will be the cost
of drilling and completing said well and the allocatlon of such costs,
as well as actual operating costs' and charges for supervision. Also
to be considered is the designation of applicant as operator of the
well and a charge for risk involved in drilling said well

Application of S. P. Yates: for ‘an’ exception to Order No. R—3221 ‘as
amended, Eddy County, New Mexico Applicant, in the above styled
cause, seeks, as an exception to Order No.‘R—3221,kas amended

pit on its Federul LC 065598 lease in the SW/4 SW/4 of Section 4, and

the NE/4 of Section S, Township 17 South, Range 30 East Square Lake
Pool, Rddy County, New Mexico.‘

Application of Uniom 0OLiL bompduy hiv Cdlllornia for'a unic agreement, Lea
County, New Mexico. Applicant, in the above—styled cauae, seeks approval
of the Estacado Unit Area comprising 1280 acres, more or less, of State
and fee lands in Townshlp 14 7 -~ Range 35 East, Lea ‘County, New
Mexico.

In the matter of the application of the Oil Conservation Commission on
1ts own —otion’ for the contraction of the Housé-Tubb Gas Pool” by ‘the
deletion of ali of Section 12; Township 20 South, Range 38 East,

Lea County, New Mexico, and the creation of the East House-Tubb 0il
Pool comprising all of the NW/4 of said Seotion 12,

Application of Inexco 01l Company for a “anit agreemient! Eddy County,
New Mexico. Applicant, in the above- styled cause, seeks approval for
the Robb Spring Unit Area comprising 6402 acres, more or less, of
State, Federal, and fee lands 1in Townships 23 and 24 South, Range 25
Fast, [ddy County, New Mexico.

Application of Morris R. Antwcl] for compulsory pocling, -Eddy County,
New Mexico. Applicant, In the above- -styled cause, secks an ordor
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- (Caseé 5215 continued from Pagg 3)

‘pooling ‘all mincral interests in the Pennsylvanian formation under-
lying the S/2 of Section 17, Township 22 South, Range 27 East, South.
Carlsbad Field, Eddy County, New Mexico, to be dedicateo to a well
to be drilled at a standard 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 is the
designation of applicant as operator of the well and & charge for
risk involved in drilling said well.




Ty an Ry

—

:

PRraN

£.0. BOX 633

il Corporation

Mobil O

MIDLAND, TEXAS 79701

MMISSION

™ BEFORE EXAMINER STAMETS

r 4

OIL CONSERVATION €O

EXHIBIT NO._/

- 77;7

/

sArol

Submitted by_/2/0 A

Hearing Dote__‘?"/a

CASE NO.

O,

o

i
X COM.
AND 1980

ETTEL

roines:

Ma

«

the S

w/4 Of

et

as

3

RIS

RTCC

eral

vy
i

[

Py

iex

-~ £-
AR

Nouxs

of

XA

S,

.
T N
LR

W3
et

3
!

LC

BRIMra
Attt




",

SRR . AUTHORIZATION FOR EXPEHDITURE - co-29 k0 12731

ST ~ EXPLORATION AND PRODUCING SreEr

C. E 1974 BUDGET I’R()” (‘l'

Corvision Mid’):il“lg_ : _ l‘aouil‘."s nircm_‘:_:.r - _6’2.5%‘ : 4 _fnn dnu ary 10,: ]_27/.
‘msimer _ boviagton Poreman onciaton _ Mobil Ol Corp. .. -  mrmmo 4200
S {FrosecT T TUE e Locanion T o s : x Trroster numser -

Ce : 7 Etter Com 1 o B . . ,
L, 1980' ¥S8i, & 1980' "FWL T E : INTEREST FUNC TiON
S : Sce 33, T228, R27E o . : _ |
South Carlsbad Field : o LOCATION
Eddy County, New Mexico '
QORILLIMNMG WELLS i A.A.-”.G. CLASSIFICATION OR REMARKS:
oosective:, [dow  &leas  [leowm Dev‘ lopment .

PROJECT DLS-.R|PTIO‘I’JUSTIFICATION
Drill, compiete and equip a s1ng1e Morrow gas well

‘ESTIMATE -

ST ] omisiAL - | supRtEMENT REVISED"
. } - B D ST L : - - ' ESTIMATE ‘NO, TOTAL
. 1. TOTAL PROJECT COST — GROSS L i 453,000
2. TOTAL AFPROVAL COST -~ MOBIL ' v 283,125
CAT“C_{“_O_RY TITLE. g . CATEGORY CODE -
BUDGET Develcopment Drx_l_linz 12 266,875
cosy Relatad Lease Equipment = 12 15,000
A .. 3. TOTAL BUDGET COST - MOBIL ; - 282 M
' : : "MEMO :
 mon. |Exeense
BRUDGEY " {usep BATERIALS (PLANT TRANSFERS) 1,250
~ ITE-I.f | PRODUCTION PAYMENTS ) i ——
rHDonscuc'NTs ZND APPROVALS . —
SIGNATURE & { DBATE SIGHATURE . [DATE
lnd Peotma V25791 TRl eeyn v Eéin
D & U ' s
‘ [‘ E‘/f‘} o '*"\"‘5'}{:\} ‘i{{\ Lfr R
‘l ‘\{ [\!1/ e [_ 3 l‘\ DY h{\
v iGé« g\g Loy ," -
Gt gl 3 —
o T T 1S CORS FRUCTICH OVERIEAD [ - {*]
HON-OPERAYOR'S PORYION oo % e - TC BE CHARGED? YES NO XX
ST AN :e;:;r.n:&"—\\.-’..;-x,._-.a.g,.-;‘;vu R SRR v - s ~ o it Y P P P
RNON.- ’
OFTRATOR'S 1=t romerimm e ememmirms o e o i e s e — e e
APPROVAL COMIANRY : l YITLE
|

Weves 2y




LATION FOR EXPERDI U‘m‘

CO2%8 Vg (12,

NPT

AUTHOR! ned
- L] ..
. SUPPORTING DATA - EXPLORATION & PRODUCING e 2
. YELL COST ESTI.-!ATL‘ -
: a.remo. 4200
7~ tsed Uguipimsnit : j .
ey s r pn s e = v wwy 3 w—in =Y S W Y NI T T “r—
UDJl CTIVE . QUAI. IO, PROVINCE -, LEASE
7o Kloas [iuvowm 526, Delavare Basin_ Etter_Com {1
ALA PG, LLA.-SII ICI\'!O!‘- DRREMARKS
__Development e b it . B
DEVELOPITNT CXPLOTATION TrETS
10 12,500 FROM 10 South Carlsbad
PROPOSED SPUD DATE . TIME SPUD TO COMPLETION __65 _ bavs
ORIGINAL SUPPLEMENT REVISED
ESTIMATE NO. _ TOTAL
o |EOSTASECOST $10 to $10,000 100,000
Z | DAY wonk cOST 48,000
-1 | oTMER DRILLING COST 8,000
@
o , , .
' TOTAL DRILUING 156,000
LOCATION AND ROADS 8,000
ﬁ MARINTS PLATFORMS -
© CORING EGUIPMENT AND SERVICES -
g LOGGING AND TESTING 19,000
2 FU‘E{. : -
; WATER i
- MUD AND CHEMICALS 45,000
a £ | CEMENT AND CEMENTING SERVICES 25,000
v Z | TRUCKING AND WATER TRANSPORTATION .j 1,000
5 . © | PERFGRATING, ACIDIZING AND FRAC. . 10,000
= BITS 3 ,000 o
EQUIPMENT RENTAL 55,000
MISCELLANEOUS 10,000
TOTAL OTHER 136,000
TOTAL WELL COST < JNTAHGIBLE 292,000
ORIG. SUPP. ; - .
350! or 13-3/8 . 3,800
2 [ 5600" - . 5
: = or _ 9- 5/8 . 52,000
[ 173 Pt .
wi S 6954 _ or 7 - 44,000 -
=3 . oF .
-~ oF .
=1 o |-12,300! or __2-3/8 - 15,000
1 =z oF -
= _
e =) OF ..
x R -~ S --
S : — e O I P
g CASING HEAD 2,000 -
O 1 CHRISTMAS TREE AND CONNECTIONS 10,000 —
o |OTHER EQuIrmENT 7,200
] . ‘
= TOTAL MELL EQUIPMENT — TANGIOLT 135,000 ‘ ;
| SUB.TOYAL WELL COST — - —_— e
oo LESS: LonvRisuTIONS (CRY —_ i S S D
SALVZBLE LQUIPHINT (CR) (HON-BUNGET) ]
V. TOTAL WELL COST - GROSS 427,000 —_——t
2. YOYAL WELL COST - MODIL (APPROVAL COST) 266,875 e
- i 3. ‘rOTAL (lunnl T COST - ’(0("“ T3 SAS 4 £ PRR e ‘-?6'7 »l\i‘l-l YA Y S RIS R, ST -;‘:\‘b‘—f—l-b.»~‘4l\-‘ﬂ-J
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AUTHORIZATION FOR EXPEHDITURE
SUPFORTING DATA - EXPLORATIOR & PRODUCIHG

CO 289 Ui {12.84)
SHLETY 2

Leas Ettev Com #1 AF.E. M0 4900
: . it B R L I {/‘7 - B .
DETAIL. GF PROPOSED EXPEND[TUREIN WHOLLE . DOLLARS
=3 S e =2t = = = ;- —— : :
CASIt GUTLAYS o
- USEC/IDLE APPROVAL
DETAIL EQUIPMENT cosTY

CAPITALIZED EXPENSED

Wing Valve Controller & Pilots “900

Ling Heater & 1000 psig Separator 7,000 7,000
Pipe, Valves, Fittings, Meter Run 5,000 5,600
125 psig Vertiéal Separétor Class B - "-500 é&b
210 bbl. Welded Stcel Tank, Class B 1,200 1,200
Wellsite Labor - Installation 7,000 h 7,000
Trugking 300 300
éoﬁtiﬁééﬁcies, Téxés, eté. 3,800 3;éﬁ0
18 T&TALPROJE&TCOSl 24,000 26,000

TOTAL APSROVAL COST — MOBIL 15,000

(2]
.

16.250

A M

SUPPLEMENT-AL DATA

ORIGINAL SUPPLEMENT REYISED
CSTIMATE NO, e JOTAL
1. TOTAL PROJECT COST e .

2. TOTAL APPROVAL COST - MOBIL

e o o S i o 8 e o o vt § e e

yor

Al DUIDGETY COST - MOBSL

rmITaLTTIITI IS
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"
RS . AUTHORIZAT [0t FOR EXPCHDITURE . C‘:;’:'; ve 2w
, EXPLORATION AND pgobucing .. e
L . ‘ ‘ '. ) » _ __1974 IUD( l f' l’l ()Il_‘__[‘ :
oo Middamd Mo ienesy | 62,54 7 oAt January 10, 1974
AL "“V*"{»luf[ﬂ}i_ﬁiﬂj{‘iiji"""' T T orrraton M3 0Ll Corp. _;L._r..‘tiﬁg. _ 4200 o
TROICCT TITLE & LOCATION o S A T e
: Etter Com #1 A . :
©1980" ¥SI, & 1980' FWL . 1 (NTEREST FUNC TION
Sec 33, T22S, R27E : . : . .
South Carlsbad ¥ield LOCATION -
_Eddy County, New Mcxlco _
| BRILLING WELLS - JA.AP.G. CLASSIFICATION OR REMARKS:
ossectives (o &leas  Dlsom Development ' .
i PROJECT DESCRIP TIOM/JUSTIFICA THON » 3
Drill, complete and equip a single Morrow gas well
* ESTIMATE i gt
i - ORIGIHAL SUPPLEMENT REVISED
ESTIRATE NO.____ TOTAL
i. TOTAL PROJECT COST ~ GROSS ) - ’ " 453,000
S TOTAL APPROVAL COST - MO 3 283,125
BUDGET 266,875 :
€osT Relatad Lnase Lqulwment 15,000 : .
3. TOTAL BUDGET COST — MOBIL , 982 M
MEMO
NON- EXPENSE RN -
BUDGET - {USED MATERIALS {PLANT TRANSFERS) 29 1,250 —_
ITEMS JPRooUcTION PAYISENYS S N A i

ENDOPSCMEHTS AND APPROVALS

° = RS G
f/ SIGNATURE DATE AT {}, e XVAE & T LD
- AAYNT
ﬂf?ll{—Zﬂdl&,a—% _Nf-rs5=7Y , : '1%[1.59 EOPY —_—
/ . —— e —
N $0: Joint Interest i\'(:l::':irlstratol
MOBIT, OIL CORPORATI
. . P. 0., Box 633 , —
S : Midland, Texas 79701
) ’ - 1S COMS TRUCTIOH OVERIEAD [j k)
HON-OPLRATOR'S PORTION e o % e TO 8L CHARGED? YES NO X
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80.0 Ac.

Nerto Peor!/ Smith |

=1

Date 3-11-74

. NI 3 3 UAMAGRINL . ikl
Mobll - I/2 Delta Drig. 178 Citgo | Citgo | Citgo |~ :
Alon"Antweil 3/32° Mabes Pet. WIG N\
Reserve 0il @ Gas 3/32 19840 ,M S
80.0 Ac. =
1129 Ac.
§§§°.
; Dolores K
Etter Com o Avita, et b
— ——— a—— ——O Well No. | =
__ '5.92 Ac. 14.87 Ac. E
Jinks Patrico Martinex
_ Citgo | Citgo [ Titgo | NI
1.Z4Ac. [ 1.0BAc. | 1.08Ac wm. N l.agac,
_ Carrie Etter, ot o/ W Lopex | Romirer dosefertoon u“ /
‘Mobil Superior =
_ 80.0 Ac - 33.6 Ac.
_ s §
, §2 m :
: N pm;zm.w °
”_ wm_“me mx>z_z COMMISSION
y Ol CONSERVATION ¢ tssion M
: _ - EXHIBIT NO._~ :
| | caseno_G 2 o\\
Submitted by_£11 0 A ' Suparior
M, .0 Ac.,
_ Hearing _Un:w..J\\ / m. \\
_ Roscoe Etter tn\os.“Nnﬂ Marcelino Lopor w
égg .
R-27-E Mobil Oil Corporation
Midiand Producing Area
Midiand, 433:
CARLSBAD, $. FIELD
EDOY COUNTY, NEW MEXICO
ETTER COM - WELL N
‘COMPULSORY POOLING
'$/2 SEC. 33, T22S, R2TE
L ' N R N
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UNSIGNED MINER]\L INTEREST ONNERS
IN PROPOSED 320-ACRE PRORATION UNIT

ETTER COM WELL NO. 1

1.4867 Acre tract described as Lét 11, Block C, of the Avitia
Subdivision located in the NE/4, SE/4 Sectmn 33 T-22-S, R-27-E,

Eddy County, New Mexico.
Patrick Jerry Martinez (A minor)

Route 1, Box 248 X 7
Carlsbad, New Mexico 88220

BEFORE EXAMINER STAMETS
OIL CONSERVATION COMMISSION

o ____EXHIBIT NO._
caseNo. S d o/

Submitted by_/ Y10 B/ _
Hearing Date /i ~ 10~ 7 Z__

o s
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T BEFORE EXAMINER STAMETS
oiL coussrwmon COME 1 SION
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WELL 'COST ESTIMATE . i

ETTER-COMWELL NO. 1
'SOUTH- CARLSBAD FIELD
EDDY COUNTY, NEW MEXICO

'SINGLE,COMPLETYON-MORROH

DRILLING COST- INTANGIBLE ESTIMATE
Drilling

Footage Cost $10/ft to 10,000 ft $100,000

Day Work Cost ‘ 48,000

Other Drilling Cost 8,000

Total Drﬂ“ﬁh‘g $156,000

" "Other
Location and Roads : - $ 8,000
Logging and Testing , 19,000
Mud and Chemicals , C 45,000
“Cement-and Cementing Services | . : , 25,000
Trucking and Mater Transportation . ' 1,000
Perforating, Acidizing and Frac. 10,000
Bits - - 13,000
Equipment Rental 5,000

Miscellanéous 10,000

TOTAL WELL COST-INTANGIBLE  $292,000

|

I

= i

Total Other  $136,000 I
|

w

\

" BEFORE EXAMINER STAMETS
Ol CONSERVATION COMMISSION 3

__EXHISIT NO.
aENo. S 20/

Submitted by vy 3/ / .
Hearing Date L~/0-~_7 L“g




- MELL-EQUIPMENTZTANGIBLE .

0 aa A

costng
350 ft of 13-3/8"

5,600 ft of 9-5/8"
6,950 ft of 7"

" Tubing
12,300 ft of 2-3/8"

Casing Head

_ Christmas Tree and Connections

- Other Equipment

Total Well Equipment-Tangible $135,000

RELATED "LEASE ' EQUTPMENT

Wiﬁg“Valve Controller and Pilots

Line Heater - and 1000 psig Separator

125 psig Vertical Separator
210 bb1 Welded Steel Tank
Wellsite LaSor - Installation
Truckihg‘

Contingencies

Pipe, Valves, Fittings, Meter Run

TOTAL DRILLING WELL COST  $427,000

$ 900
7,000
800
1,200
7,000
300
3,800
5,000

Total Related Equip. Cost $ 26,000

TOTAL WELL COST  $453,000

-




WELLiCDSTJINTANGIBEE

. WELL COST ESTIMATE

ETTER COM WELL NO.1}
SOUTH ‘CARLSBAD FIELD

‘ EDDY COUNTY NEW MEXICO

DRY HOLE COST

Dr1111ng i

Footage 5ost $10/ft to 10 000 ft

Day Work ICost

Other Drillindg cost

;
1

%0&er
S AR

&

Lo ‘
; Locatlon anngoa s i -

Truck1ng(and§1
Bits.

M1sce1]areous

. LogQIng and Xest1ng %
Mud ‘and (hemkca1s i
Cement and Cement1ng‘59rv1ces

fater Transportat1on

Lqu1pmené Renta]

Tota1fDril]ing

Total Other

TOTAL WELL COST-INTANGIBLE

MELLEQUIPMENT TANGIBLE

i

§Cas ng
350 Ft df 13-

3/ "

5600 ft of 9-«/8"

Cas1ng Head

Other Fqupment

g
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Subnu"ed by iﬂo Ag
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1/;

neur_mg Daie - / 14 -
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TOTAL MWELL

EQUIPMENT-TANGIBLE

TOTAL WELL COST

ESTIMATE

$100,000
48.000
2.000

$150,000

$ 8 000
19,000
45,000
21,000

500
13,000
4,000
8,500

$119,000
$269,000

$ 3,800
52,000

3,000
* 5,200

$ 64,000

$333,000
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MODEL FORM OPERATING AGREEMENT —1956
.Non-Tederal Lands

| OPERATING AGREEMENT
I : ':ﬁirj - ‘ DATED
_ February 1, ;4 74
FOR UNIT AREA IN S/2 SECTiON' 33, TOWNSHIP 22 SOUTH, RANGE 27 EAST
EDDY _ - COUNTY, STATE OF. NEW_MEXICO

ETTER COM. NO. 1

AMERICAN ASSOCIATION OF PETROLEUM | ANDMEN
APPRUVED FORM. AAPL NO. 610
MAY Df ORDERED OIRECTLY FROM THE PUBLISHER
ROSS - MARTIN COMPANY, BOX 8CC, TULSA 7410}
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OPERAT ING AGREEMENT

THIS AGREEMENT, entered into this__1St _ day of___February , 19_74_, between
Mokil 0il Corporation ,

’ h'erelafter designa’ted as “Operator”, and the signatory parties other than Operator.

WITNESSETH, THAT:

‘ Wl-fEREAS the. parties to this agreement are ‘owners of oil and gas leases covering and, if-so indicated,
unleased mlneral 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
provlded . - )

* NOW HEREFORE, it is agreed as follows:
1. DEFINITIONS

As used 'in this agreement, the following v\ro”rds and terms shall have the’meanings ‘here ascribed to

H

them )
(f) Thé words "party" and "partxes" shall always mean a party, or parties, 1o this agreement.
‘ (2) The parties to this agreement shall always be referred to as “it” or "they" whether the parties be cor-
porate bodies, partnerships, assoclations, or persons real. )
‘ (5) The term “oil and gas" shall include oil, gas, casinghead gas, gas condensate, and all other qumd or gase-
ous hydrocarbons, unless an intent to limit the inclusiveness of this term is specxfxcally stated.

(4) The term “011 and gas interests” shall mean ‘unleased fee and mineral interests in tracts of land lying

S wnthm the Umt Area which are owned by parties to this agreement.

(5) The term "Umt Area” ‘shall re(er to ‘and xnclude all of the lands, oil and gas leasehold -interests and ‘oil -
and gas mterests intended to be developed and operated for oil and gas purposes under this agreement ‘
Sueh lands, oll and gas leasehold interests and oil and gas interests are described in Exhibit “A”,

(8) 'rh;;e terrn “drilling unit” shall mean the area fixed for the drilling of one well by 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
} unlt shall be the drilling unit as established by the pattern of drilling in the Unit 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.

(p) The words “eqmpment” and "mateuals" as used here are synonymous and shall mean and include all
. oll field supplies and personal property acquxred for use in the Unit Area. -

: 2. TITLE EXAMINATION, LOSS OF LEASES AND OIL AND GAS INTERESTS
A. Tttle Examlnatlon- ’

: ' There shall be no examination of titl: to leases, or to oil and gas interests, except that title to the lease
covermg the land upon which the exploratory well is to be drilled in accordance with Section 1, shall be exam-
med on a comple*e ‘abstract record by Operator’s attorney, and’ the title to both’ the oil and gas’ Aease and to
theifee tltle of the lessors must be approved by the examining attorney, and accepted by all parties. A copy of
the exammmg attorney’s opinion shall be sent to each party immediately after the opinion is written, and,
also each party shall be given, as they are written, a copy of all subsequent supplemental attorney s reports.
A good falth effort to satisfy the examining attorney’s requlrements shall be made by the party owning the
lease coviermg the drillsite.

i If tltle to the proposed drillsite is not approved by the examining attorney or the lease is not acceptable
fon a matenal reason, and all the parties ‘do not accept the title, the parties shall select a new drillsite for the
hrst exploratory well; provideq, if the parties are unable to agree upon another dnllsrte, this agreement shall,
come to an end and all parties shall then forfeit thelr rights and be relieved of obligations here-
under. If a new drillsite is selected, title to the oil and gas lease covering it and to the fee title of the lessor
sh;ll be exammed, and title shall be approved or accepted or rejected in like manner as provided above con-
cerning the 'lrillsite first selected. If title to the oil and gas lease covering the second choice drillsite is not
approved or accepted, other drillsites shall be successively selected and title examined, until a drillsite is chosen
—1—
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A.AP.L. FORM 610

to which title is approved or accepted, or until the parties fail to select another drillsite. As in the case of the
drillsite first selected, so also with successive choices if the time comes that the partiés have not approved
title and are unable t6 agree upon an alternate drillsite, the contract shall, in that case and at that time, comerr
to an end and all parties shall forfeit their rights and be relieved of obligations under this contract.

“ No well other than the first test shall be drilled in the Unit Area until after (1) the title to the lease
covering the lands upon which such well is to be located has been examined by Operator's attorney,.and (2)
the title has been approved by the examining attorneyhand the“title has been accepted by all of the parties
who are to participate in the drilling of the well. :

B. Fallure of Title: |

Should any oil and gas lease, or interest therein, be lost through fallure 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 affected by the title failure shall bear alone the entire loss and it
shall hot be entitled to ‘recover from Operator or the other parties any ’development or bperating costs
whlch it may have: theretofore paid, but there shall b-= no monetary llablhtv on its part ta the other par-
ties hereto by reason of such title failure; and '

(2) Thete shall ‘be ‘no retroactive adjustment of expenses incurred or revenues received from the operation
of the interést ‘'which has l;een 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 occﬁrred,‘ 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 propo‘rtiénaté interests of the other parties hereto in any producing well theretofore drilled on
the Unit Area xs increased by reason of the title failure, the party whose title has failed shall receive
the proceeds attnbutable to the increase in such interests (less operating costs attributable thereto)
un}tl 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 tiie owner of any interest in
the title which has failed, pay in any manner any part of the cost of operation, development, or equip-
ment, or equlpmem‘. prevnously paxd under this agreement sueh ‘amount shall be propornonately patd to
the party or- parties hereto who in the first instance pald the costs which are so refunded; and

(5) Any liability to account to a third party for prior production of oil and gas which arises by reason of-
title failure jshaﬂ be borne by the party or parties whose title failed in the same proportions in which
they shared:in such prior production.

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

If any lease or interest subject to tﬁis agreement be lost through failure to develop or because express
or implied covenants l;nave not been performed, or if any lease be permitted to ekﬁire 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 shali

be no readjustment of interests in the‘Uﬁit Area.

3. UNLEASED OIL AND GAS INTERESTS
If any party 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 leaced interect under the form of oil and gas lease attached as “Exhi-
bit “B” and for the pr%mary term therein stated. As to such interests, the owner shall receive royalty on produc-
tion as prescribed in the form of oil and gas lease attached hereto as Exhibit “B”. Such party shall, however,
be subject to all of the provisions of this agreement relating to lessees, to the extent that it owns the lessee

interest.
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 part‘ies':-as their interests are given in Exhibit “A”. All production of oil and gas from the Unit
Area, subject to the payment of lessor's royalﬁes, shall also be owned by the parties in the same manner.

—2—
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If the Interest of uny party in any oil and gas lease covered by this agreement is subject to an overriding
royalty, production payment, or other charge over and ubove the usual one-cig(hh (%) foyally, such part’y shall
assume and alone bear all such excess obligations and shall account for them to’'the owners thercof out of its

share of the working interest production of the Unit Area.
5. OPERATOR OF UNIT
_MOBIL OIL CORPORATION - : shall be the Operator of

the Unit Arca, and shall conduct and direct and have full conlrol of all aperations on the Unit Area as per-

mitted und requ:rcd by, and within the fimits of, this agrecmcnl It shall conduct all such operations in a good
or labilities mcurred cxccpt euch as may reault Irom gross ncghgonce of from breach of the prowsxons of

1his agrcement. ‘ 4
6. EMPLOYEES

The number of employces and their selectlon. and thie hours of labor and the compensation for servxces
per!ormed, shall be determined by Operator. All émployees shall be the cmployees of Operator
: 7. TEST WELL
On or before the___ 15t _ day of May , 19_74 | Operator shall commence the drill-
ing of a well for oil and gas in the following location: ‘ ‘
1980 FSL & 1980' FWI of Section 33, T-22-§, R-27-E, Eddy County, New
Mexico, f i :

o

and shall theréaﬂer continue the drilling of the well with due diligence to a depth sufficient to
test the Lower Morrow formation or to 12,500', whichever is the lesser
depth.

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

Operator shall make reasonable tests of all formations encountered during dnllmg which give indica-
isn o sufficient ta test, unless this agreement shall be limited in its 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 agreément may apply.

If in Operator's judgment the well will not producé 0il or ”gas in paying quimtities, and it wishes to

well shall then_ be. plugged and- abandoned as promptly as possible,

8. COSTS AND EXPENSES v
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 to this agr'eement and shall
charge éach of the parties hereto with their respective proportioﬁate'"shares upon the cost and ex‘pense basis
provifieci in the Accounting Procedure attached h‘erc‘to‘ and marked Exhibit “C”. If any provision of Ex-
hibit “C" should be inconsistent with any provis'ion”con'trainéd in the body of this agreement, the proﬁsions in

the body of this agreement shall prevail.

Operator, at its election, shall have the right from time to time to demand and receive from the other
partics ﬁa?ment in advance of their respective shares of the estimated amount of the costs to be incurred in
operatiohs hereunder during the next succeeding month, which right may be exercised only by submission to
cach 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 costs shall be submitted on or
before the 20th day of the next preceding month. Each party shall pay to Operator its proportiorale share of
such estimate within fifteen {15) days after such estimate and invoice is veceived. If any party fails to pay its
share of said estimale within said time, the amount due shall bear interest at the rate of t??)erccnt 9%) per
annum until paid. Proper adjustment shall be made monnily between advaices and acluul cost, to the end
that cach party shall bear and bay its proportionale share of actual costs incurred, and no more.

—3 -
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9. OPERATOR'S LIEN

Opecrator is given a first and preferred len on the interest of each party covered by this contract, and

in cach party’s interest in oil and gas produced and the proceeds thereof, and upon cach party’s interest in ma-
terial and equipment, to secure 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 to Operator as its share of such costs and

expense or such advance estimate within the time limited for payment thereof Operator, without prejudice to

other existing remedies, is authorized, at ifs election, to collect from the purchaser or purchasers of oil or gas,
the proceeds accruing to the working interest or interests in the Unit Area of the delinquent party up to the
amount owing by such parlv and each purchasex of oil or gas is authorized to rely upon Operators statement
as to the amount owing by such party. i T

In the event of the neglect or failure of any non-op'eratin‘:_g party to promptly pay its propoﬂionate part
of the cost and expense of develepment and operatior{ when due” the other non-operating parties and Operator,
within thircy'(;!b) days after the rendition of statemonts'iherefor}by Operator, shall proportionately contribute
te the payment of such delinquent indebtedness and the non-operating parties so contributing shall be entitled
to the same lien rights as are granted to Operetor in this section; Upon the payment by such delinquent or
defaulting party to Operator of any amount or amountson such delinqﬁ’ént ihdebtedness, or upon any recovery
on behalf of the non-operating parties under the lien conferred abovo, the amount or amounts so paid or re-
covered shall be distributed and »aid by Operator to the other non- operatmg parties and Opeérator propor-

lionately in accordance with the: confributions theretofore made by them.

i ‘ 10. TERM OF AGREEMENT
This agreerﬁenl shall remain in full force and offect for as long as any of the b'n and gas leases subjecled
to this agreement remadin or are continued in force as to any pﬁrt of the'Unit-Area, whether by production, ex-
tension, renewal or otherwiie; provnded however that in the event the first well dnlleu hereunder results in
a dry hole and no other well is producing onl or gas in paymg quantltles from the Unit Area, then at the end

of ninety (90) days after abandonment of the first test well, this agr eement shall terminate unless one or

more of the parties are then engaged in dt‘i'l"l'i'r{g a well or we“_lls"pursuant to Seclion 12 hereof, or all parties_‘

hwve agreed to drill an additional well or wells under this agrezmenf, 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-
frem this agreement shall continue in force thereafter as if said firsl test well had been produefive in paying
quantities, but if production in payihg quantities does not result therefrom this agreement shall terminate
at the end of ninety (90) days after abandonment of such weli or wells. It is agreed, however, that the term-

ination of this agreement ‘shall not relieve any party hereto’ from any habmty which has accrued or attached
prior to-the date of such termination. TR1S agreement ‘shall ‘terminate 90 da)s after

f production o he Unit Are
cessation of pro LA TION o s‘:ewmrmuze

Without the consent of all parties: (a) No well shall be drl]led on the Unit Area except any well ex-
pressly provided for in this agrée‘inent 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 to all
necessary expenditures in the drilling, testing, completing, angd eQuipping of ‘the "well, including necessar}
tankage; (b) No well shall be reworked, plugged back or deepened except a vi:ell reworked, plugged back or
decpened 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 include consent to all necessary expenditures in
conducting such operations and completing and equipping of said well 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 pursuant to this agreement; provided, however, that in case of explosion, fire, flood,
or othor sudden emergency, whether of the same or different nature, Operator may take such steps ang incur
such expenses as in its 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

—
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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 cxpense of all parties or 2 well joiutly owned by all the parties and not then producing in paying

- quantities on’ the Unit Aréa any party or parties wishing to drill, rework, deepen or plug back such a well

may give- the other parhcs wnttcn noucc of the proposed operation, specifying the work to be performed,
the tocation, propo<cd depth, objeclwc formation and the estimated cost of the operation. The parlies receiv-
ing such a notice shall have thlrlv (30) days (cxcept as to reworkmg, pluggmg back or drilling deeper where
a dnlhng rig |s on locauon. the pcnod shall be limited to foity-cight (48) hours exclusive of Saturday or Sun—
dayf a;\erg recelp t?le ¥touce within which to notify the parties wishing to do the work whetheér they elect

to partlmpate in the cost of:thc 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 operation,

. If any party receiving such 'a notice elects not to partig-ipate in the proposed operation (such pérty or
parties being hcrcaftc' referred to as “Non-Consenting Party”), then in order to be entitled to t’he’S benefits
of this section. the parly or pmtnec giving ‘the notice and such other parties as shall elect to partlcnpate in the
operation (all such parties belng hereafter referred to as the “Consenting Parnes”) shall within th:rty (30)
days after the expiration 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 dn location, as the case may be) actually comxﬁéhce woi‘kr

on the proposed operation and complete it with due diligence.

The entire cost and risk of conducting such operat,ibns shall be borne by the Consenting:Pért'i"es in the
proporhons that thelr respective interests as shown in Exhibit’ “A" bear to the total interests of all’ Consentmg
Partles Conscnllng Firties shali‘keep the leasehold es.lates involved in such operatlons free and clear of all
liens and encumbrances of every kind created by or arising from the operations of the Consenting Parties. If
szuch‘z 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 provisiohs of this
section results in a producer of oil and/or gas in paying quantities, the Consenting Patties shall complete and
equip the well to produce at their sole cost and risk, and the well 5hall then be turned over to Operator and
sh‘ali be operated by it at the expense and for the account of the Consenting Parties. Upon commencement of
opefations for the drilling, reworking, deepening or plugging back of any such well by Consenting Parties
in a(::cbrdancc with the provisions of this section, each Non-Consenting Party shall be deemed to have relin-
quished to Consenting Patties, and the Consenting Partiés 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
righis. and share of production therefrom until the proceeds or market value thereof (after deducting pro-
duction taxes, royalty; overriding royalty 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 100% of each 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 to cach Non—Consénting Party had it participated in the well from the beginning of

the operation; and

(15) 300% of that portion of the costs and expenses of drilling, reworking, deepening or plugging back,
testing and compleling, after <educting any cash contributions received under Section 25, and 300%
of that péortion 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.
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In the case of any reworking, plugging back or deeper drilling operation, the Caonsenting Parties shall
be permitted to use, free of cost, all casing, tubing and other equipment in the well, but the oWnership of all
such equipment 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 equipment to the owners thereof,

with each parly receiving its proportionate part in kind or in value.

Within sixty (60) days after the completion of any operation under thié section, the party conducting
the opéralions for the Consenting Parties shall furnish each 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 ils option, thc operating
party, in Meu of an itemized statement of such costs of 6p‘era!ion. may su_bfhit a detailed statement of monthly
billings. Edch month thereaftér, during ‘the time the Consenting Parties are being reimbursed as provided
above, the Consenting Parties shall furnish the Non-Consenting Parties with an itemized statement” of all
costs and liabilities incurred in the operaiion of the well, together with a statement of the quanfity of oil
and gas produced from it and the amount of proceeds realized from the sale of the well's werking - interest
production’ during the preceding month. Any amount realized from the sale or ther 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 lherein shall be credited against ‘the total unreturned costs of the WOi'k done
and of the equipment purchased in determining when the interest of such Non-Consentmg Party shall revert

to it as above provided: if there is a credit balance it shall be paid to such Non- Consen’nng Party.

It and when the Consenting Parties recover from a Non-Consenting Pirty"b f’elihqui'shed interest the
amounts provided tor above, the rehnquxshed interests of such :Non-Consenting Party shall automaticallv )
revert to it and from and after ‘such reversnon such Non-Consentmg Party shall own the same interest in' “such
well, the operating nghts and workmg mterest therein, the mater:al and equnpment in or pertaining thereto,
and the production therefrom as such Non-Consenting Party would have owned had it partlclpated 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 furth‘er costs of the operatibn ‘of said well in accord-

ance with the terms of this agreement and the accountifg procedure schedule, "Ei‘liibif“‘ff","a{f'ta'éii'edfhére’to. ‘

Notwithstanding the provisions of this Section 12, it is agreed that without the mutual consent ‘of all
partles, no wells shall b~ éompleted in or produced from a source of supply from which a well located else-

where on the Unit Area is producing, unless such well conforms to the then-exisfing well spacing pattern

for such source of supply.

The provisions of this section shall have no apphcatxon whatsoever to the dri lin 12 of the initial teat

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 specitied in Section 7, if it js, or thereafter shall prove to be, a dry

hole or non-commercial well, and to all other wells drilled, reworked, deepened, or f:higged back, or pro-
posed to be drilled, reworked, deepened, or plugged back, upon the Unit Area subsequent to the drilling of
the initial test well.

13. RIGHT TO TAKE PRODUCTION IN KIND

have the ri ght
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 productxon which may be used. in development and producing oper-
ations and in preparing and treating oil for marketing purposes and production unavoxdably lost. ¥ach ;:arty
shall pay or deliver, or cause to be paid or: dellver I royalties, overridi royalti es or, other en
due 8n 1Sfia.re o? sucﬁ T u%hgxr{)agg( shall hOX: th.z othee)xl'ar(rft?ﬁg;feeoffgw}‘%t ;)1 g er p%”fg nng

T8 sucl*P o% / pa om any liability therefor. Any
extra expenditure incurred in the takmg in kind or separate disposition by any party of its proporiionaie
shaie of the production shall be borne by such party. )

suﬁh_,, . as g§ be required for the sale of
Each party shall execute #R division orders and contracts/alsexh paotadsdig X&its interest in produc-

tion from the Unit Area, and shall be entitled to recelve payment direct from the purchaser or purchasers

thereof for its share of all production.
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In the event any "party shall fail to make the arrangements necessary to take in kind or soparately
dispose of ils proportionate share of the oil and gas produced from the Unit Arca, )&N!&&E\aﬁ) haveythe
right, subject to revocation at will by the party owning it, but not the obligation, to purchase such oil and
gas or sell it to others for the time being, at not less than the market price prevalling in the area, which
shall in no event be less than the price whncﬁiﬂﬂ?ﬁg 2cxc;lv sa]t:otfylts portion of the oil ‘and gas produced
from the Unit Area. ' Any such purchase or sale by %m&x%hﬁ?ie 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 prevxously delivered to a-purchaser. Notwithstanding the foregomg?b}.&wx Shall wotX
make a sale into" mterstate commerce of any other pariys share of gas production without first giving cuch

other party sixty (GQ) ‘days 'notice of ksuch 1n!ended sale.

4. ACCESS TO UNIT AREA

Each party shéll‘have access to the Unit Area at all reasonable times, at its sole risk, to inspect or
observe operations, énd shall have access at reasonahle times to information pertaini;ng'to ‘the development
or operation thereof.?iricluding Operator's books and records relatihg thereto. Operatzor shall, upon request,
furnish each of 'thé éther parties with copies of all driiiing reports, well logs, tank fables, daily gau‘ge and-
run tickets and reports of stock on hand at the first of each month, and shall make available samples of any

cores or cuttlngs takén 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 I;asis at the usual rates

prevailing in the dréa. Operator, if it so desires, may employ its own tools and eqi.iipm'ent in the dfilliné
of wells, but its cha‘iges therefor shall not exceed the prevailing rates in the field,-i and the rate of such
charges shall be agréed upon by the parties in writing before drilling operations are commenced, and such
work shall be performed by Operator under the same terms and condmons as shall be customary and usual

in the field in contracts of independent contractors who are domg work of a sxmxlar ndture.

16. ABANDONMENT OF WELLS

No well, 3th’er;‘ than any well which has been drilled or reworked pursuant to— Section 12 hereof for
which the Consentm’g Parhes have not been {ully reimbursed as therem prov:ded whlch has been com-
pleted as a producér shali be plugged and abandoned without the consent of all partles provided, however,
it all parties do not agree to the abandonment of any well, those wishing to continue its operation shall tender
to each of the other parues jls proportionate share of the value of the well's salvable material and equip-
ment, determined in accordance with the provisions of Exhibit u(”  less the estimated cost of salvaging and
the estimated cost of plugging and abandoning. _ Fach abandoning party shall then assign to the noh—
abandoning parties, \i«ithout 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 ‘équipment, together with its interest in
tate és ts, but only as to, the interval or intervals of the formation or formations then open
to production. The ;jassxgnments so limited shall encompass the “drilling urit” upon which the well is located.
The payments by, ar%id:the assignments to, the assignees shall be in a ratioc based upon the relationship of
their respective peréentages of participation in the Unit Area to the aggregate of the percentages of partici-
pation in the Unit Ai;ea of all assignees. There shall be no readjustment of interest in the remaining. portion
of the Unit Area.

After the assiénment, the assignors shall have no further responsibility, iiability, or interest in the
operation of or production from the well in the interval or intervals then open. Upon request of tiie assignees,
Operator shall continue to operate the assigned wel! for the account of the non-abandoning parties at the
raies and charges contemplated by this agreement, plus any additional cost 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 welt pavments which may be required under the terms of any lease shatl be
paid by the party who has subjected such lease to this agreement, at its own expense. Proof of cachh payment
Shull be given to Operator at least ten (10) days prior to the rental or shut-in well payment date. Operator
shail furnish similar proafl to wlt other parties concerning payments it makes in cennection with its leases. Any
parly may request, and shall be t-n!illcd to receive, proper evidence of all such payments. I, through mistake
or oversight, any deluay rentil or shul-in well payment is not paid or is erroncously paid, and as a result a lease
or interest therein terminates, there shall be no monetary Hability apainst the ;‘):irly who fziled to make siich

~payment, Unless the party who failed to pay a rental or shut-in well payment seeares a new lease covering the

same interest withiii nincty (90) dayvs from the discovéry of the failure to muke proper pavment, the interests

of"tﬁc pdlﬁos shall be revised on in dereage basis efféélive as of the date of termination bf the 1656 invblji"d'
und the purly who failed to muke proper payment will no longer l)o credited with an inter sl in the Unit Area
on account of the owner ship of the lease which has terminated. In the event the party who rmlcd to pay ‘he
rental or the shut-in well payment shall not have been fiily reimbirsed, at the time of the loss, from the pro-
ceeds of the sale of oil and gas attributable to the lost.intdiest, caleulated on in acreage basis, for the develop-
tent and operating ¢osts therclofore paid on account of such interest, it shall be reimbursed for unrecovered
a‘_ctdal costs theretofore paid by il (but not for its share of the cost of any dry hole previously drilted or wells
previously abandoned) from so much of the following as is necessary to eéffect réimburseément:
(1) Proceeds of oil and gas, less operating oexpenscs, theretofore accrued to the credit of the lost i_nierest., on
an acreage basis, up to thc amount of unrecovered costs;
(2) proceeds, less operating expenscs fhcreafter incurred attributable to the lost \intcrcst on an acrcage

basis, of that portion of vil and gas thereafter produced and markcted “‘(ox’c‘lu’dihi{~produc!ion from any

wells thereafter drilled) which would, in the absence of such léase’ termination, be attributable to the’

lost interest on an acreage basis, up tothe amount of unrécovered costs, the procceds of said pbrlihn‘éf
the oil and gas Lo be contributed by the other parties in proportion to their respeelive 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 mtcrcqt loql for the privilege of paltlupalmg in the Unit Area or becoming a parly to
-—this contract, o B V
Operator shall 'éttempt to noti‘fy‘all“partics when a gas well is shut-in or returned to production, but

assumes no liability whatsoever for failure to do so.

—osnda .
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s and ‘in-

arty des:re to sell all or any part of its interests under this conhact or its

} mt‘h' mation con-

terests in the Umt it shall p:omptly give wntten hotice to the o!her pariies, wi

cérning its proposed sale, whithwghall include the name and address of the

be ready, willing and able to purchase: purchase price, and all o terms of thc offer. The other partics

shall then have an optional prior right, for a p ) days after receipt of the notice, to purchase

on the same terms and conditions the interest whig o+ party proposes to sell; and, if this optional right

Is exercised, the purchasing partios shall ‘¢ the purchased in L-in" the proportions that the interest of

each bhears to the total interest purchasing partics. Howcever, there 8 be no preferential right to pur-

chase in those cases whpwany party wishes to mortgage its interests, or to disposc its interests by merger,

reorganization isolidation, or sale of all of its assets, or a sale or transfer of ils interests™eag subsidiary or

mpany, or subsidiary of a parent company, or to any company in which any onc purty owlmsy

PPN W 8 4 ' L
iy - r

18. SELECTION OF NEW OPERATOR

Should a sale Le made by Operator-of its righls and interests, the other parlios shiatl have the righi
within sixty (60) days after the date of such salc, by majorily vote in interest, to seleet a new Opervator, If
a new Operator is not so selected, the transferee of the present Operator shali assume the duaties of and act as
Operator. In cither ease, the retiring Operator shall continue to serve as Operator, and discharge its duties
in that capacity under this agreement, until its successor Qporator -i:: selected and begins to function, but the
pl‘osoill Operator shall not be obligated to continue the performance of its dutios for mare thin 120 days after

the sate of its rights and interests has been compicted.

—8—
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20. MAINTUENANCE OF UNIT OWNERSIHDP

For the purpose of mainlz:ininﬁ uniformity of ownership in the oil and pos leasehold interests covered by

«. this contract, and notwithstanding any other provisions lo the contrary, no party shall scli, 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 disposition covers cither:
{1) the enlire interest of the party in all leases and equipment and production; or

(2) an cqual undivided interest in all leases and equipment and production in the Unit Arca.
. Every such sale, encumbrance, transfer or other disposition made by any party shall be made expressly

su'bjcc-l:"lo‘thls agreement, and shall be made without prejudice to the rights of the other parties.

If at any tir;m the interest of any party is divided among and owned by four or more cé-oWnerS, Opera-

- tor may, atﬁits discretion, require such co-owners to appoint a single trustee or agent with full autherity tb re-
:céive notices, approve oxpcndilures,’; receive billings for and avpprove and pay such party's share of the joint
expenses, and to deal genecrally with,-and with power to bind, the co-owners of such party’s interests within

the scope of the operations embraced i this contract; however, all sdch co-owners shall enter into and execute

all contracts or agreements for the disposition of their respeciive shares of the oil ahd gas pfoduced ‘frortvm the

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

21. RESIGNATION OF OPERATOR

Operator rﬁay resign'f‘rbm .its duties and obligations as Operator at any time upbn written nbiicé of not
less than ninety (90) days given to all other parties. In this case, all parties to this contract shall seléct by
‘majonty vole in interest, not m numbers, a new Operator who shall assume the recponsxbxhues and dutles and
have the rlghts, prescnbed for Operator by this agreement. The relmng Opcratox shall dehver to its successor

sll records and information necessary to the discharge by the new Operator of its dulies and obligations.
22. LIABILITY OF PARTIES

The liabilily of the parties shall be several, not joint or collective. Each périy sha!l_‘ be respoﬁsible
only idi-"iié"‘oiiii‘g"aiiéhs, and shall be iiabie only for its proporiionale shuit of inhe ‘tosts™ of developing: and
oper‘ating the Unit Area. Accordiﬁ‘giy. the lien granted by each party to Operator in Section 9 is givén ‘t'or se-

cure only the debts of_ each severally. It is not the intention of the parties to create, rior shall this agreement

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

23. RENEWAL OR EXTENSION OF LEASES"

if any parly secuies a renewal of any oil and gas lease subject o 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

i by paying to the party who acquxred it their several proper proportionate sbares of the acquisition cost which

shall be in proportion to the interests Held at that time by the parties’in thc Uhnit Area

If some, but less than all, of the parties elect to parlicipatc in the purchase of a rénewal lease, it shall
be owned by the parties who elect to participate thercin, in a ratio based upon the relationship of their respec-
tive percentage of participation in the unit area to the aggiregate of the percentages of parlicipation in'the unit
arca of all parties participating in the purchase of such renewal lease. Any renewal lease in which less than

all the parties elect {o 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 therecin by the acduiring party.
The provisions of this section shall apply to renewal leases whether they are for the entire interest

covered by the expiring Icase or cover only a portion of its area or an interest therein. Any rencwal leasc

" taken before the expiration of its predecessor lease, or taken or contracted for within six (6) months “aficr

the expiralion 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 cxisting lease shall not be deemed a renewal lease and
shall not be subjcet to the provisions of this seetion,

The proﬁsions in this section shall apply also and in like manner to extensions of oil and gas leasces.
The provisions of this Paragraph 23 shall only apply to lcases, or
portions of leases, located within the Unit Area.

-
1/2¢2/774




AALL FORM 610

24. SURRENDER OF LEASES

“The leases covered by Lhis agreement, in so far as they cmbrace acreage in the Unit Area, shall not be

surrendered in whole or in part unless all parties consent.

However, should anry party desire to surrender its inlerest in any lease or-in any portion thereof, and
other parties not agree or consent, the party desiring to surrender shall assign, without express or " implied
warranty of title, all of its interest in such lcase, or portion thereof, and any w:ell, material and equipment
which may be lcféated théreon and any rights in production thercafter secured, to ‘the parties not ‘desiiiﬁg‘ to
surrender it. Upon such assignment, the hssigning parly shall be relicved from all obligations thcreaftef ac-
cruing, but not theretofore acerued, with respect to the acreage assigned and the opcration of any “well there-
on, and the ass'gnmg party shall have no further interest in the lease asmgned and us équipment and pi'oducuon
'I'he parties ass:gnee shall pay to the party assignor the reasonable salvage value of the latter's interest in any
wells and equipment on the aseigned acreage, determined in accordance with lhesprovisions of E‘xhibit ue,
less the estxmated cost of salvagmg and the estimated cost of plugging and abandomng If the assignment is in
favor of more ‘than one party, the assigned interest shall be shared by the partnes astignee in the proporhons

that the interest of each bears to the interest of all parties assignee.

Any assignment or surrender made under this provision sﬁ‘;ll not reduce oréchange the assignors’ or sur-
rendering parties’ interest, as it was immediately before the aSsignmL’nt in the bél%nce of the Unit Area’ and
the acreage assigned or surrendered and subsequent operations (hereon, shall nof thereafter be subject to the

terms and provisions of thxs agreement

25 ACREAGE OR CASH CONTRIBUTIONS

It any party receives whxle this agreement is in force a contrlbutxon of cash toward the dnllmg of a
well or any other operation on the Unit Area, such contrxbutiqxn shall be paid to _the_ party who conducted the
drilling or other operation and shall be applied by it against the cost of such érilling or other operafion. If
the contribution be in fue f&?ni‘of acreage, the party to whom the contributien is?made shall promptly execute

an sssignment ol the acreage, without warranty of title, to all parties to this)zéreement in proportxon to their

-~ interests in the Unit Arca at that time, and such acreage shall become a part ¢ff the Unit Area and be g0vemed

by all the provisions of this contract. Each party shall promptly nolify 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 eXcIuded'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 hereafler contain, provisions similar ‘to those contained in the S:ub"chax;)tei' of

the Interhal Revenue Code of 1954 above referred to under which a similar eiectiéh" is permitted, each of the

parties agrees that sdeh election shall be exercised. Each party authorizes and dircets the Opecrator to_ex’i-'éute
such an election or clections on its behalf-and to file the election with the proiper governmental office or

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

Operator shall render for ad valorem taxation all property subject to this agreement which by law

should be rendered for such taxes, and it shall pay all such taxes assessed thercori before they become delin-
quent. Operator shall bill all other parties for their proportionaic share of all fax paymenis in the manner
provided in Exhibit “C". ‘

If any tax assessment is considered unrcasonable by Operator, it may at its discretion protest such valua-

i : : , tion within the time and manner prescribed by law, and prosccute the protest to a final deter mmdhon unless

‘ all parties agree to abandon the prolest prior to final determination. When any such protested valuation shall
_— ‘ . . : have been finally determined, Operator shall'pay the assessment for the joint accoﬁ‘nt, together with interest and
: : penalty acerucd, and the total cost shall then be assessed-against the parties, and be paid by them, as provided
in Exhibit “C". '

—10 — 1/28/74
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27. INSURANCE

At all times whiic opcrations are conducted hercunder. Operator shall comply with
the Workmen's Compensation Law of the State of New Mexico. Operator shall require all
contractors cngaged in work on or for the Unit Arca to comply with the Workmeu's Com-
pcnsationiLaw' of the State of New Mexico and to maintain such other insurance as Qperator

may require.

Operator shall not be obligatcd to provide any other insurance for the Joint
Account of the partieq hereto. Any party may, at 1ts own expeise, acquire such insur-
ance as it deems proper to protect itself against any claims, losses, damages, or
destruction arising out of operation of the Unit Areca.

28. CLAIMS AND LAWSUITS

If Ean& party to this contract is sued on an é]ieged cauqé of action arising out of operations on the Unit
Area, or on an alleged cause of actlon involving title to any lease or o0il 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,’ WLth Operator's attorney as ‘Chairman. Suits may be settled during litigation only with ‘the joint con-
sent of a!l parties. No charge shall be made for services performed by the staff attorneys for any of the
parties, but otherwise all expenses incurred in the defense of suits,. together with the amount pald to dlscharge'
any fmal judgment, shalt be considered costs of operation and shall be charged to and paid by all parties in
proportfon to their then interests in the Unit Area. Attlorneys, other than staff attorneys for the parties, shall
be em;&loyed in ]awsu:te involving Unit Area operations only with the consent of all parties; it outsnde counsel
is employed their fees ang expenses shall be considered Unit Area expense and shall be paid by Operator and
charge‘d‘to all of the parties in proporhon io their then interests in the Unit Area. The provisions of this
paragraph shall not be applied in any instance where the loss which may 1esull from the-suii is ti'eated as an
individual loss rather.than.a joint loss.under, prior provisions of«this»agreeme‘nt,-and-all-such""suits‘*sha]l"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 Umt Area, conducted for the joint ac-
count oxr all parties, shall be handled by Operator and its attorneys, the settiement of claims of this kind shall

‘ be withi;n:: the discretion of Operator so lrong as the amount pard 1n settlement ot any one claim does not exceed
one thd(_xs;and”(s.lOOd.OO) dollars and, if settled, the sums paid in settlement shall be c'harged, as expense lo

and be pai'd by all parties in prdportion to their then interests in the Unit Area. ‘

: '29. FORCE MAJEURE _
. It ;iny party is rendered unable, whb]ly or in part, by-force. majeure to carry out its obligations under
' this agreement, other than the obligation to make money payments, that parly shall give to all other parties
prompt wi'itten notice of the force majeure with reasonably full particulars concerning it; thereupon, the
obligatio’né of the party giving the nctice, 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
diligenice to remove the force majeure as quickly as possible.

"I'Iiej‘ requirement that any force majeure shall be remedied with all reasonable dispatch shall not require
the séttlgment of strikes, lockouls, or other labor difficugty by the party involved, contrary to its wishes; how
alt such difficulties shall be handled shall be entirely within the discretion of the party concerned.

The tzrm ‘‘force majeure” as here employed shall mean an act of God, strike, lockout, or other industrial
dis‘lurbar{cé, act of the public enemy, war, bleckade, public riot, lightning, fire, storm, flood, explosion, gov-
ernmental restraint, unavailability of equipment, and any other cause, whether of the kind specifica]ly'enum-

ernled above or otherwise, which is not reasonably wiihin the controi of the party claiming suspension.
30. NOTICES

Al 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 Weslern -

Union Telegram, postage or charges prepaid, and addressed to the party (o whom the nolice is given at the

—_11 —
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addresses listed on Exhibit *A™. The originating notice to be given under any provision hercof shall be deemed
giver anly when received by the party to whom such notice is directed and the time for such party Lo give any
notice in response thercto shalt run from the date the originating notice is reccived. The sccond or any re-

sponsive notice thall be deemed given when deposited in the United States mail or with the Weslern Union
Telegruph 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,
31. OTKER CONDITIONS, IF ANY, ARE:

A. Notw1thstand1ﬁg -anything herein to the contrary, if any working
interest owner shall, subsequent to execution of this agreement, create
an overrldlng royalty, production payment, net proceeds interest, carried
interest, or any other interest out of its working interest (hereln
called "subsequently ¢reated interest"), such subsequently created
interest shall be Spec1f1cally made subject to all of the terms and
pr0V1510nS of this agreement. If the working interest owner from which
such subsequently ‘created interest is created (a) fails to pay, wheén ,
due, its Share of ‘costs and expenses chargeable hereunder, and its share
of production accruing hereunder is insufficient to cover such costs and
expenses,; or (b) elects to go non-consent under Section Twelve, or (c)
elects to ‘abandon a well ‘under Section Sixteen hereof, elects to surrender
a lease under Section: Twenty Four hereof, or otherwise withdraws from
this agreement, the subsequently created interest shall be: chargeable
with a2 pro-rata portion of all costs and expenses hereunder in the same
manner as‘'if such subsequently’ created interests weie a working interest,
and Operator shall have the right to enforce against such subsequently
created interests the-lien and all other rights granted in Section Nine
hereof for the purpose of collecting costs and expenses chargeable to
subsequently created 1nterests.

B. In the performance of this contract, Operator shall not engage
in any conduct or practice which violates any appllcable law, order or
regulatlon prohibiting discrimination agalnst any ' person by reason of
‘his_ race, rellglon, color, sex, natlonal orlgln or age, and Operator
further agrées to comply fully with the non-discrimination provision -
of Section 202 of Executive Order #11246 (30 F.R. 12319) as amended by
Executive Order #11375 which are hereby included in this contract as
contract Supplements "A" and "B" and made a part hereof. Operator shall
also abide by the requirements of Executive Order #11598 Occupational
Safety and Health Act' and by Executive Order #11640 Veterans Hire
Regulatlon which orders are inserted herein by reference.

C. ThlS agreement shall be subqect to the conservatlon Laws ‘of the
State of New Mexico; to the valid rules, regulations, and orders of the
0il Conservation Comm1351on of New Mexico; and to all other applicable
federal, state, and munlclpal laws, rules, regulations and orders.

D. Gas well production shall be governed by Exhibit “D“, Gas
Balancing Agreement attached hereto.

E. In spite of any provision to the contrary appearing in Section

11 herecf, consent to the drillinq of a well shall not be deemed as
consent to the setting of casing and completion attempt. After any
well drllled pursuant’ to this agreement has reachéd its authorized depth,
Operator 'shall give 1mmed1ate notice to Non—Operators. The parties

ecelvlng such notice shall have forty-eight (48) hours (exclusive of
Saturday or Sunday or 1egal holidays) in which to elect whether or not
they desire to set ca51ng and to participate in a completion attempt.
Failure of a party receiving such notice so to reply within the period
above fixed shall constitute an election by that party not to participate
in the cdst of a completion attempt. If ail of the parties elect to plug
and abandon the well, Operator shall plug and abandon same at the expense
of all of the partles. If one or more, but less than all, of the parties
elect to set pipe and to attempt a completion, the provisions of Section
12 shall apply to the operation thereafter conducted by less than all
parties. The provisions of this paragraph shall not be available to any
party who shall have elécted to be a non-consenting party in drilling

the well. —1p—
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This agreement may be signed in counterpart, and shall be binding upon the parties and upon their heirs,

successors, representatives and assigns.

MOBIL OIL CORPORATION

7 {4 )mpxﬁf

Attorney Yin Faco;

OPERATOR

THE SUPERIOR OIL COMPANY

By

- [

ALAN J. ANTWEIL

. By

CITIES SERVICE OIL COMPANY

By

DELTA DRILLING COMPANY

By -

MABEE PETROLEUM COMPANY

.BY

RESERVE OIL & GAS COMPANY

By

—13—
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"NASARIA GARCIA

PATRICK JERRY MARTINEZ
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NEW MEXICO CORPORATION ACKNOWLEDGMENTS

STATE OF TEXAS h¢
» X
COUNTY OF MIDLAND [
,.,¢§he foregoing instrument was acknowledged before me this
— day of Z?_ Z:“?‘ﬁi’ﬁz . 4 1974, by F. S. WRIGHT, JR., Attorney
in Fact for MOBIL“OIL CORPORATION, a New York corporation, on
behalf of~said corporation.

My Commission Expires: : .
L—f =75~ : .. Notary Public in and %or

Midland County, Texas

* k k & Kk %

STATE OF X
, X
COUNTY OF 1 -
The-foregoing instrument was acknowledged before me this
day of . 1974, by ) J P
for . _ r
a corporation, on behalf of said corporation.

R Y
-~

My Commission Expires:

Notary’Public in~énd for
County,

* * %X k * %

STATE OF X
: X
COUNTY OF X
The foregoing instrument wasfacknowledged before me this
day of , 1974, bY ’
) - for . . , o . y Sy
a , corporation, on behalf of sailid corporation.

My Commission Expires:

Notary Public in‘and for
County,

* & % % % %

STATE OF X
X
COUNTY OF X
The foregoing instrument was acknowledged before me this
_ Qay of , 1974, by '
for . p
a corporation, on behalf of said corporation.

My Commission Expires:

Notary Public in and for
County,

~14- 1/28/74-2



EXHIBIT "A"

Attached to and made a part of Operating Agreement
dated February 1, 1974, between Mobil 0il Corporation,
as Operator, and The Superior 0Oil Company, et al, as
Non~Operators.

UNIT AREA

as to all depths below the surface of the ground.

LEASES AND INTERESTS CONTRIBUTED TO THIS AGREEMENT®*

Leases Contributed by Mobil 0il Corporation:

Lease-No. 1l: Oil, Gas and Mineral Lease dated September 6,
1968, from Carrie Etter, et al, as lessors, to D. H. Janke,

as lessee, recorded in Book 63, page 740, of the Miscellaneous
Records of Eddy County, New Mexico.

i Lease No. 2: 0il, Gas and Mineral Lease dated September 6,

; . 1968, from Roscoe Etter, et ux, as lessors, to D. H. Janke,

* : as lessee, recorded in Book 64, page 82, of the Miscellaneous
Records of Eddy County, New Mexico.

Lease No.:'3: 0il, Gas and’ Mineral Lease dated September 17,
1968, Erom Neta Pearl Smith, et al, as lessors, to D. H. Janke,
as lessee, recorded in Book 64, page 118, of the Miscellaneous
Records of Eddy County, New Mexico. : 4

Leases Contributed by The Superior Oil Company:

Lease No. l: 0il, Gas and Mineral Lease dated October 14,
rom Daniel Lopez, as lessor, to The Superior 0il

Company, as lessee, recorded in Book 75, page 584, of the

,,,,,, Miscellaneous Records of Eddy County, New Mexico.

- Lease No. 2: 0il, Gas and Mineral Lease dated October 14,

rom Marcelino B. Lopez, as lessor, to The Superior ,
0il Company, &8s lessee, recorded in Book 76, page 14, of the
Miscellaneous Records of Eddy County, New Mexico. .

Lease No. 3: 0il, Gas and Mineral Lease dated November 1,
1y/v, ifrom Cosme Martinez, as lessor, to The Superzor 0il ¢
Company, as lessee, recorded in-Book 75, page 447, of the
Miscellaneous Records of Eddy County, New Mexicc.

Leases Contributed by Cities Service 0il Company:

Lease No. 1l: 011 Gas and Mineral:Lease dated August 24,

1971, from Dolores Avitia, et al, as lessors, to H. R. Harris,
as lessee, recorded in Book 83, page 709, of the Miscellaneous
Records of Eddy County, New Mexico.

Lease No. 2: Oil, Gas and Mineral Lease dated November 5,
1970, from Patricio Vega Martinez, et ux, as lessors, to
Leonard T. May, et ux, as lessees, recorded in Book 75,
page 449, of the Miscellaneous Records of Eddy County, New
Mexico.

Lease No. 3: Unrecordéd 0il, Gas and Mineral Lease dated
Januarv 31, 1974, from Antonlo Medrano, et ux, as 1essors,
to Leonard T. May. et ux, lessees.

Lease No. 4: Unrecorded 0il, Gas and Mineral Lease dated
January 31, 1974, from Catarino Ramirez, as lessor, to Leonard

T. May, et ux, as lessees._

South half (S/2) Section ‘33, T-22-S, R-27-E, Eddy County, New Mexico;,




Exhibit "A" (Coht'd)

Lease No. §: Unrecorded_Oii, Gas and Mineral Lease dated
January 31, 1974, from Ivy Christine Jinks, a widow, as
lessor, t¢ Leonard T. May, et ux, as lessees,

Lease No. b: Unrecorded 0il, Gas and Mineral Lease dated
FeBruary 1, 1974, from Marcelino Lopez, as lessor, to
Leonard T. May, et ux, as lessees.

Lease N6, 7& Unrecotded501l Gas and Mineral Lease dated
January 3I‘ 1974, from Antonio Munoz, as lessor, to Leonard
T. May, et ux, as lessees.

151*’ . Lease No.~8§ Unrecorded 0il, Gas and Mineral Lease dated
' March 9, 1974, from Jose Manuel Hernandez, as lessor, to
Leonard T. May, as lessee,

9. -Gonode

Lease Contrlbuted by Alan J. Antweil:

Leasé No.zl: - 0il, Gas and Mlneral Lease dated September 14,
1970, from Thomas A. Chandler, as lessor, to Don E. Blackmar,
as lessee, recorded in Book 76, page 740, of the Miscellaneous
Records of Eddy County, ‘New Mexico.

Lease Contrlbuted by Reserve 0il & Gas Company:

Lease No. l. 011 Gas and Mineral Lease dated September 14,
e SR e 15370, from Thomas A. Chandler, as lessor, Don E. Blackmar,
2oy R as lessee, recorded in Book 76, page 740, of the Mzscellaneous
Rt R Records of Eddy County ;. ‘New Mexico.

‘Lease Contrlbuted by Mabee Petroleum Company :

Lease No. 1: 0il, Gas and Mineral Lease dated September 14

0, from Thomas A. Chandler, as lessor, to Don E. Blackmar,
as lessee, recorded in Book 76, page 740, of the Mlscellaneous
Records’ of hddy County, New Mexico.

Lease Contrlbuted by Delta Drllllng Company :

f Lease No. ili: 0il, Gas and Mlneral Lease dated September 14,

f 1370, from Thomas A. Chandler, as lessor, to Don E. Blackmar,

: as lessee, recorded in Book 76, page 740 of the Miscellaneous
Records of Eddy County, New Mexico.

Unleased 0il and:Gas Interests:

Unleased Qi i and Gas Interest of Nasarla Garcxa.
5 1. Unleasea 01l and Gas interest covering S/2 Lot 8 (0. 5395
- : : » acres) of Block "C" of Avita Subdivision, Sec. 33, T-22- -S,
R-27-E Eddy County, New Mexico. , N

Unleased 011 and Gas Interest of Ricardo Martinez:

1. Unleased 0il and Gas interest covering Lot Il (1.4867
acres) of Block "C" of Avita Subdivision, Sec. 33, T-22-S,
R-27-E, Eddy County, New Mexico.

*Such leases and interests belng so contributed only insofar as they
cover the "Unit Area".

AN
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Exhibit "A" (Cont'd)

PARTIES, THEIR ADDRESSES AND THEIR RESPECTIVE
PERCENTAGE INTERESTS IN UNIT AREA

Mobil 0il Corporation
P. O. Box 633
Midland, TX 79701

The Superior 0il Company
P. O, Box 1900
Midland, TX 79701

Cities Service 0il Company
700 vaughn Building
Midland, TX 79701

Alan J. Antweil
P. 0. Box 2010
Hobbs, NM 88240

Reserve 0il & Gas Company
404 First Savings Building
Midland, TX 79701

Mabee Petroleum Company
201 First Savings Building
Midland, TX 79701

Delta Drilling Company
P. 0. Box 2012
Tyler, TX 75701

Nasaria Garcia
Route 1, Box 179
Carlsbad, NM 88220

Patrick Jerry Martinez

Route 1, Box 248X
Carlsbad, NM 88220

Total

» Acres Percentage
200.00 62.50060%
40.00 12.50000%
37.9 11.86563
7.50 [ 2.3a375%
7.50 | 2.34375%
15.00 [ | 4.68750%
10.00 | [ 3.12500%
o.s%}/ -6.16875%
'1.49 0.46562%
320.00 100.00000%
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OIL & GAS LEASE
EXHIBIT "B"

THIS AGREEMENT made this day of 19, belween

ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT DATED FEBRUARY 1, 1974, BY
AND BETWEEN MOBIL OIL CORPORATION AND THE SUPERIOR OIL COMPANY, ET AL

e e e e e e e e . e . . e e e e e of Dol e e e
;. (Port Office Adilrem)

herein ecalled lessor (whether one.or more) and - - — e e - S S ORI 11 TV

). Lessor, In conalderation of TEN AND OTHER DOLLARS In hand paid. ceceipt of which in here acknowledged. and of the royaltien herein provided and
of the agreements of the lesare hereln contained, hereby wrants, leasen and et excluslvely unto teasse for the purpose of investivating, exploving, prospectinge,
drllling, and operating for and producing olt and gas, injecting gan, waters, other fluils. and air into aubsurface atrata, laying pripe fines, storing oil, building
tanks, roa.fways, telephone lines, and other structurex and thinks thereon to produce, save, take care of, treal, process, stare and transport said minerals, the

following dwacribed land in. - County, New Mexico, to-wit:

For the purpose o! ealculating the rental payments hereinafter provided for, srid land is estimated to comprise . acres, whether it actually
comprises moie or less, . : . ) )
2. Subje¢t to the other provisiotis herein contained, thia lease shall remain ‘in force for a term of ten (10} years from this date icalled “primary térm'), and
a8 long thereaftér as oil or gas, is produced from ssid'land or !and with which s8id land is ‘pooled. :
3. The royalties to be paild by lessee are: (a) on oil, and on other liquid hydrocarbons saved &t the well, one-cixhth of that produced and saved from said land,
same to be delivered at:ihe wells or to lhe cré&ldit of leedor in the pipe line to which the wells may be connected; 1b) on gas. including casinghead gas and all gas-
eous subatances, prodiiced from. said land and sold or used off the premises or in the manufacture of gasoline ur othcr product theféfrom, the market value at

rodiced A 1L 4
“‘the mouth of;gh&p'\q"’d]’ of one-eighth of the gax 50 -s0ld or used, provided that on ges sold:atithe wells the royally shall be cne-cighth of the amatint realized (rom

sueh sale; fe) and at any time when this ledse is not validated by other provisions hereof and there i1s73 gas andjor condensate well on said Jand, cr Jand pooled
therewith but gaa and/cr;condensate is not being su sold ‘or used #and siuch well is ahut' in, either before ot after production therefrom, then on or before 90, days
after safd well ia shut in, and thereafter at annual intervals, lessee may pay or tender an advance annual shul-in royalty equal to. the smount of delay rentals
provided for [n this lesse for the acreage then held under thia lease by the party making such payment or tender, and 30 long as said shut-in royalty is paid or
tendered this lsase shall not terminate and it will be conaidered under all clauses hereof that gas is being produced from the leased premixes in paying quantities.
KEach such payment shall.be paid or tendered Lo the party or parties who at the time of auch payment would be entitled 1o receive the royaltiex which would be

id under this lease If the well were in fmet producing, or be paid: or tendered to thr eredit of such pariy or partits {n the depository bank and in the manner

reinafter provided for the payment of rentals. B
4. 17 operationa for drilling are not commeneced on said land or on land pooled therewith on or beforc one (1) year from this dute, this lcase shall terminate

A3 to both parties. unless on or befure one {1j year from this date lessee shall pay or tender to the lessor a rental of § .. which
abal) cover the privilege of deferring commencement of  such operstions for a periixd of twelve (12) monthe. In like manner and upon like payments or tenders,
annually, the commencement of sald operations may be further deferred for successive periods of twelve (121 months ench during the primary term. ayment

or tender may be made to the leasor or to the credit of the lessor in the et e e % imee - . — BRDK

i ik & PO . o e \y‘.h‘tb bunk, or any svecessor thercof, ahall
¢ signs.. If sueh banky (or any successor hank) shall fail, liguidate, or he sucecedal by another hank,
leagee shall not be held: in” default until thirty 130) daya wfter lessor shall delivier o léasce o recoridable
#thod of peymient or ‘téender, s8nd any depository charge ia & liability of the kewtnr. The paymiiit or: tender

cuntinue b agrat for the lessor wnd lessor’s

or for. any reason’ shall fall or refusc to sccept rent
Instrument” muking provision fur aiinther ‘scceptable m 1 ] t B ) ! )
of rental may be made by check ortdralt of lessec, malled -or delivered to said bank or lessor, .or &ny lessur il more than orie.” on or beforée the rental pRyink

“"date. Amny timely payment or tender of reatal or shut-in royalty which is made. in a bona fide “attempt to make proper paymenl. bul which is efruncous in

whole or in part ms to partics, amounts, or depoaitories shall nevertheless be suflicient to prevent termination of this lease in the same manner as though a
proper payment had made: provided, however. lessee shall correct such error within thirty (30) days after lessee has received written notice thereof by
certified mail from lessor together with such instruments as are necessary to enable lessée to make proper payment.

5. Lessee {s hereby granted the right and power, from time to time, to pool or combine this lcase; ‘the lind covered by it or any part or horizon thereof
with any other land, lesse, leascs, mineral estates or parts thercof for the production of ojl or ‘gas. - Units pooled hereunder shall not exceed the standard pro-
ration unit fixed by law. or by the New ‘Mexico 0Qil Conservation Commission or by other lawful authority for the pool or area in which said land ix situaled, plus
» tolerance of 10/, Lessee shall file: written Unit designations in the. county .in which the premises are located ‘sand such units may be designated from time to
time and ‘either before or after the completion of wells. Drilling ‘opeérations on or production from any part of any such unit shall be considered for all pur-
poscs, except the payment of royalt ‘ations. conducted ‘upon or production from 'the’ Iand described in this lease. ;There shall be allocated. to the’ land
covered by thix. lease included inzan; iportion of the totil production ¢f pooled minerals from wells in the unil. after deducting any used ne
or ‘uhit operations, 'which: the nimber’ of ‘aGrface acred [in the land ‘covered by this lease included in the unit bears to the total nRumMber of surfacce Acres in the
unit; The production so allocated shall be considered for all purposes, inciuding ‘the payment or delivery of royalty, to be the cnti

¢ e U re praduction - of poolcd minerals
from the portion of sald land covered hereby and included in said unit. in the same manner as though produted from siid Jand urnder the terms of. this-leasc.
Any. pooled unit designated by lessec, as provided herein, may be dissolved by lessee by recording &n appropriste instrumefit in the County where the land is =it-
usated st any time. after the completion of a dry hole nr the cexsation. of praduction on said unit. Lessee is further granted the right and power to commit this
lense as to all or any portion of the above dencribed landa or horitons thereof to any unit agreement for the purpose of cunscrving the natural resmirces of any
il or gas pool, field or area cavered thercby: provided, auch unit agréement contains usual and customary provisions for the ullocation of oil and xax provdiuesd
from the unit area and such unit agrcement embracin landa of either the United States or State of New Mexico or hoth, and the forim of anit agreement has
been approved :by, sjther the United “States Geologkical Survey or Commissloner of faublic Lands:or both and the Now Mexien Ol Conscrvation Commission, atd
upon such commitr.ent the provisions of ihia lease shall be eonformed to the unit agreement. E iy - - .
6. Ir:prior to the discovery ‘of ‘oll or gas_heteunder, lessee should drill and abandon = dry hole or holes hereunder. of -if n(ter. dincovery of vil or gaa the
production thercof: should cease for any cause, thia lease shall nol terminate [ lessece commences reworking or additlonar’ driiims “dperationn within 60 days
thersafter;and ; diligently” prosecuten’ the same. or (if_[t:be  within the primary tesrm). 1eNces OF. T paymint or Umder of rentals or commencex
operations, for drilling or/reworking on of before the rental paylng date next nsulng sfter the expirstion of three mantha from date of absndonment of - said
dry bole or holes or the cessation:of. production. [ at the expiration of the primary term oll or gas ix not being produced but lemsee tn then engaked-in operations
tor driliing or reworking of any. well, thin lease ahall remain in force so long as_such operstions sre diligently prosecited with' no cemsation of more than 60
consecutive duya. If during the driiling or_reworking of any well under this“paragraph. lessee loses or junks the hole or well and after diligent efforts in good
fasih is unable to complete sald operations then within 30 days after the sbandanment of aald operations lessee may commeénce another well and drill the same
with due diligence. 1f any drilling, additionsl drilling, or reworking operationa hereunder result in production, then this lease shall remain in full foree xo long
thereafter 'sa oll or gas is produced hereunder. - : :
" 1. Lesses shall have free use of oll, gas-and water from sald land, except water from lessor’s we!ls and tanks, for all operstions hervunder, and the royalty
ahall be computed sfter dedueting any 50 used. ' |emsse shall have the right st any time during or after the expiration of this lease Lo remove all properly and
by jessee on sald land, including the right to draw and remove all casing. When required by lemaor, lcssee will bury all pipe lines on cultivated
Br) h,.and no well shall be drllléd’ within two hundred feet (200 ft.) of any residence or barn now on sald land withcut lessor'a con-
] l’!cng.f-t'hll_:rh and expense, of using gas from any xas well on said land for atovea and inside lighta in the principal dwelling
¥ for operations’ hersunder. il - B [ L E :
1 party hereinder be assigned in whole or In part and the ‘provisions hereo! shall extendito the heirs, executors, sdministrators,
successors and 4 or division in the.ownerahip of the land, or in the ow‘pephlg of or right o receive rentals, royalties or: payments. however
sccomplished ‘shall ‘operate to enlarge the obligations or diminish the rights of lesseé: 'and no such, change or division shall be binding upon lessee for any pur-
pose’ until’ 30 . days  sfter. Jestee han’ been furnished by certified mail at lessee’s. Drincipal “place of “business with acfeptable instruments “or: certified copies
thereof conatituting the chaln of title from the original lessor. If any asuch change in ownership occurs through the death of the owner, lessee may pay or
tender any rentals, royalties or payments to the credit of the decessed or his estate in the' depository bank until such'time as lessee has been furnished with
evidence satlafactory to lessee a3 to the persons entitled to such sums. In the event of an sssignment of this lease as to a segrexated portion of sajd land, the
rentals payable hereunder shsll .be apportioned as between the several lessehold owners ratably according to the surface srea of each, and default in rental
payment by one shall not affect the rights of other leasehold owners hereunder. An sssignment of this lesse, in whole or in part, ahali, to the extent of such
asaignment, relieve and discharge lessee of any cbligations hereurder, and, if lessee or assignee of part or parts hereof shall fail or make default in the payment
of the proportionate psrt of the rentals due from such lessee or sssignee or fajl to comply with any other provision of the lease, auch default shall not sffect this
lease in ao far as it covers s part of ssid lands upon which lessee or any assignee thereof shall so comply or make such payments. Rentals as used in this
paragraph shall aleo inclyde shut-in roysity. L ) . . ; ’
| 9. Should lessee be prevented from complying with any exprass or implied covensnt of this lease, or from conducting drilling or reworking operationa here-
under, or from producing oil or gas hereunder by resason of scarcity or inability to obtain or use equipment ar material. or by operation of force msjeure, or
by any Federal or state law or any order. rule or regulation of governmenta} authority. then while so prevented, lessee’s duty shall be suspended, and leasee
shall not de liable for failure to comply therewith: and this lesse shall be extended while and 8o long as lessee is prevented by any auch cause from eonducting
drilling or reworking operations on or from broducing oil or gss hereunder; and the time while lessee is 30 prevented shall not be counted against lessce,
anything in this lease to the contrary notwithstanding. )
10. Lassor hereby warrants and agrees to defend the title to 3aid land, and sgrees that lessee, at its option, may discharge sny tax, mortgege, or other
lien upon said land, and in the event lessce does 50, it _shall be subrogated to such lien with the Tight to enforce ssme and apply rentals and royalties sceruing
hereunder toward satisfylng same. Without impairment of lessee’s rights under the warranly, if this lease cevers a less interest in the oil or gaa in all or any

- part of sald land than the eatire and undivided fee simple estate (whether lessor’s intereat is herein specified or not) then the royalties, shut-in royalty, rentai,

and oiher paymenta, if any. adciuing from any pail &b {0 which Lhis iease dovers iehs Lhan euch full inlerest, shall Le paid obly in thé pruporijon which ine
interest therein, If any, covered-by this lesse, bears to the whole and undivided fee simple estate thereln. Should any one or more of the parties named shove an
lessors fail to execute this lesse, It shall nevertheless be binding upon the party or parties executing the same. :

21, Lessee, itashis auccessors, heirs and assigns, 3hall have the right at any time to surrender this lesse, in whole or In part, to lessor or his heirs, aucces-
sors, and assigns by delivering or mziling & release thereof to the lessor, or by placing a release thereof of record ir. the county in which sald land i situated :
thereupon lessee shall be relieved from all obligations, expressed or implied, of this sgreemesnt as to scresge so surrendered, and theresfter the rentals and
shut.in royalty payable hereunder shall be reduced in the proportion that the acreage covered hereby (s recuced by said release or relesses.

Executed the day and year first above written.
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| EXHIBIT *“cC*

' Attuched to and made a part of Operating Agrcement dated ..
February 1, 1974, between Mobil Oil Corporation,

as.Qpcrator, and The Superior. 0il. Company, et al;.

A8 NON=OPCLACOILS & e et eese s e ntesere

ACCOUNTING PROCEDURE
JOINT OPERATIONS

l i l. GENERAL T'ROVISIONS
{ 1, Deﬂnttlons .
i “Joint Account” shall mean the account ehowmg the charges and credits aceruing because of the Joint Opcratxons
I and which are to be shared by the Parties. v
| “Joint Property" shall ‘ mean the real and personal preperty subzect to: the agrecment to which thxs Accounting
i Procedure’is attached.
“Joint Operatxons" shall mean all operations necessary or proper for the development operation, protection and
maintenance of the Joint Property.

“Operator” shall mean the party désignated to conduct the Joint Operations.

“Non-Operators” shall mean the parties 1o this agrecement other than the Operator.

“Parties” shall mean Operator and Non-Operators :

. “Mnterial" shall mean personal property, equipment or supplies acquxred or held for use on the’ Joint Property.
SR “Controllable Matenal" shall be defined as set forth under the subparagraph selected below:

A, [X} Material which™at the time is so classzfled in the Material Classmcatlon Manual as most recently rec-
ommended by the Cnuncil of Petroleum Accountants Societies of North America.

B. [ | Material which ‘is ordinarily so classitied and controlled by Opcrator in the conduct of its operatiens.
List shall be turmshea Non-Operators upon request.

2. Statements and Bllllngs

Operator shall bill Non- Opcx ators on or before the last day of cach month for thexr proporfionate sh'\re 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 the subparagraph selected below:

A. [ ] Statement in detail of all ‘charges and credits to the Joint Account.

: ]
BECRRT. i B { ] Statement of all charges and crechts to the Jomt Account, summanzed by approprnate classifications
T indicative -of “ihé naiure  tiiereot. .

C. [X Statement of all charges and credits to the Jomt Account sumrnarr'ed by approprxate classxfxcatxon
indicative of the nalure thereof, except that items of Controllable Material and unusual charges and
credits shall be detailed.

3. Advancesand Payments by Non-Operators

}
o ~Unless otherwne provided for in the’ “agrcement, the Operator may requxre the Non-Opera\ors to advance their
i i share of estimated cash’ oullay for the succeeding month's operation. Operator shall adjust cach monthly billing to

i reflect advances recewed from the Non-Operators.

]

]

Each Non-Opcrator shall pay its proportion of all bills within fifteen (lu) days after reccipt. If payment ‘is not
made within such time, the unpaid balance shall bear interest monthly at the rate of ten per cent (10¢5) per annum
or the maximum contract rate permitted by the applicable usury laws in the state in which the Joint Property is
located, whichever is the lesser.

4. Adjustments

Payment 'of ‘any_ such bills shall not pre)udlce the r:ght of any Non-Operator to proteqt or qunstron the correclnes:.
thereof; provided hgwever 1-bills ‘and staléments réndered to Non- Operators by Operator- during any calcadar
year. shall conc]uswcly be presinmed to” be {rue and correet ‘aftor twenty four (24) months’ following the onud of
. any such calendar vear, unless within the said twenty-four (24) month ‘period a Non-Operafor takes written
. ‘ exceplion thereto and makes claim on Operator for adjustment. No ad;ustmcnt favorable to Ogperator shall be
} made uniess it is made within the same proscribed period. The provisions of this paragraph ‘shali not prevent
adjustments resulting from a physical inventory of the Joint Property as provided for in Section VII.

5. Audits

i A Non-QOperator, upon notlcc in writing to Operator and all other Non Operators, shall have the right to audit
Operator’s ancounts and recovds relating to the accounting heréunder for any calendar year wrthm the twenty-four
(24) month period following the end of such calendar year; provided however, the making of an audit shall not
extend the time for the taking of writlen exception to and the adjustments of accounts as provided for in Paragraph
4 of this Scction 1. Where there are iwo ‘or more Non-Opcrators, the Non-Operators shall make every reasonable
effort to conduct joint or simultancous audits in a manner which will result in & minimum of intonvenience to the
Operator. Opcrator shall bear no portion of the Non-Operators’ audil cost incurred under this paragraph unless
agreed {o by the Operator.

8. Approval by Non-Operators

i

;

i ’ .
: ; Where an approval. or other agrecnient of Non-Operators is express ly"rcqz.'ncd under Paragraphs 5A, 513, GA and
T 8 of Scction'II, Section 111, Section V. Scction VI, and Paragraph 4 of Section VI, of this Accounting I'rocedure ond
1
[}
1
}
|

if the agreement to which this Accounting Procedure is attached con!.uns no confrary plovmom in regrard taercty,
the Operator shall notify all Non- ()pmulom and the agreement or approval of a majority in interest of the Non-«
Opcrators shall he controlling o sl Non-Cpovatlors. :

—_]e—
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II. DIRECT CHARGES

Operator shull ¢harge the Joint Account with the following items:

ll

z‘

4.

s.

Rentals and Royalties .

Lease rentals and royalties paid by Operator for the Joint Operations.

Labor -

A. (1) Salaries and wages of Opcrator's cmp)oyws dircetlly employed on the Joint Propcx ty in the conduct of

Joint Operations.
(2) Salaries of first-level supervisors in thc ﬁeld if such charges are excluded from overhead rates in Option
A of Section III,
(3) Salaries and wages of technical employces temporarily assigned to and directly employed on the Joint
Property if such charges are excluded from overhead rates in Option B of Scction III
(4) Salarics and wages of technical employces cither temporarily or pcrmancntly assigned to and directly
employed' in- the operalion of the Joint Property i such charges are excluded’ {rom ovcrhead rales in
Optlon C of Section III.
B. Operators tost_of holiday, vacation, sickness and disability benefits and othez, cuslomary allowances paid to
- the employees whose ‘salaries and wages are chargcablc to the Joint Account “under Patagraph 2A of this
Section Il and Paragraph 1A of Section III; except that in the case of those employccs only a pro rata portion
of whose salarics and wages ar¢ chargeable to the Joint Account under Paragraph iA of Section III, not more”
than the same pro rata portion of the benefits and allowances hercin provided for shall be charged to the Joint
Account, Cost under ‘this Paragraph 2B may be charged on a “when and as paid basis” or by “‘percentage
asscssment" on the amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this
Section 1T and Paragraph 1A-of Section III. If perceritage assessment is used, thé rate shall be based on the
Operator's cost ckperience.

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are
applicable to Opcrator's labor cost of salaries and wages chargeable to the Joint Account under Paragraphs
2A and 2B of this Section II and Paragraph 1A of Sectior:IIIL

D. Reasonable personal ‘cxpeénses of those employees whose salaries and wages are chargeable to thc Joint Ac-
count under Paragraph 2A of this Section II and for which expenses the cmployees are reimbursed under
Operator s usual practice.

"Employee Benefits

Operators current cost of established plans for employees group life msurance hospitalization, pension, retire-
ment, stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator’s labor- cost
chargeable to the Joint Account under Paragraphs 2A and 2B of this Section II and Paragraph 1A of Section IiI
shall be chargeable as indicated in the subparagraph selected below: )

A. [ ] Operator’s actual cost.

B. [X] Operator's actual cost not to exceed fifteen per cent (15%).

Material

Material purchased or furnished by Operator for use on the Joint Property as provnded under Section 1V. So far

as it is reasonably practical and consistent with efficient and economical operation, only such Material shall be
purchascd for or iransferred to the Jomt Properly as may be required for 1mmed1atc use; and the accumulation of

Y SRR TN

’ mrrnus SLOCKS “shall "be avoided.

Transportation

“Transportation of employees and Materizl necessary for the Jomt Operations but subject to the following limita-

tions:

A. If Material is- moved to thé Joint Property from the Operator's warehouse or other properties, no charge shall
‘be made to the Joint Account for .a distance greater than the distance from' the nearest reliable supply store,
recogmzed ‘barge terminal, or laﬂway receiving point where like material is normally avaifable, unless
agreed to by Operator and Non -Operators.

B. It surplus Material is moved to Operators warehouse or other storage point, no charge shall be made to the
Joint Account for a distance greater than the distance to thé nearest reliable supply storo, recognized barge
‘terminal, or railway receiving point unless agreed to by Operators and Non-Operators No charge shall be made
to the Joint Account for moving Material to other properties belonging to Operator, unless agreed to by Oporator
and Non-Operators.

C. In the application of Subparagraphs A and B above, there shall be no equ'xhzatlon of actual gross trucking
.costs of $100 or less.

Services

A. The cast of contract services and utilities procured ‘from outside sour#es other ‘than scrvices covered by Para-
graph B of this Section I and Paragraph 1B of Section TIL. The cost of professional consultant services shali
not be charged to the Joint Account unless agreed to by Operator and Non-Operators.

B. Use and service of equipment and facilitics furnished by Operator as provided in Paragraph 5 of Section 1V.

Damages and Losses to Joint Properly

All cosls or expenses necessary for (he repair or replacement of Joint Property made necessary hecause of d'lmqgeq
or losses incurred by fire, flaod, storm, theft, accident, or 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-Opcralors writlien notice of damages or losses incurred as soon as practicable after a report thereof
has been received by Operator.

Legol Expease

All costs and expenses of handling. investigating, and settling litigation or claims avising by reason of the Joint
Operations oF necessary to proleel or recever the Jeint Proporly, including, “but not limited to, attornev's fces,
court costs, cost of investigalion or procuring evidence and mmounts paid in seltlement or satisfaclion of any qkh
litigation ar claims; provided, (a) no charge shall be made for the services of Opcerator’s legal staff or othicr rep-
ularly employed personnel (suelt services being considered to be Administrative Overhead unduer Scetion 1I),
unless agreed 1o by Operator and Non-Operators, and (b) no charge shall be made for ‘the fees and expenses of
oufside allorneys unless the employment of such altornoys is agreed to by Operator and Non-Operators.

Taxcs

Al] taxes of every kind and rature assessed or levied upon or in connection with the Joint Property, the operation
théreof, 6 thie production ticcefrom, and which taxes have been paid by the Operator for the benefit of the
Parlies.
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10. Insurance
Net premiums paid for insurance required to bhe carried on the Joint Property for the prolection of the Partics.
In the event Joini Operations are conducted in a state in which Opcrator may act as sclf-insurer for Workmen's
Compensation and,/or Kmployers Liability under the respective stale’s Taws, Operator may, at its election, include
thc usk un(lur its sell-insurance program and in that event, Opcrator shall inclucle a charge therefor on the follow-

11. Other Expenditures i
i Any other cxpenditure not covered or dealt with in the foregoing provisions of this Section H, or in Scction I,
and which is incurred by the Opirator for the necessary and proper conduct of the Joint Operations.

III. INDIRECT CHARGES

Oporntor mav chnrge the Joint Account for indirect costs cither by use of an allocation of district expénse items plus
the rate for admmlstratwc overhead, and plus the warchousing charges, all as provided for iri Paragraph 1 of this See-
~4ton IIf or by comblmng all three of s2id items under the rates provided for in Paragraph 2 or 3 of this Section III,
as indicated next below:

OPERATOR SHALL CHARGE INDIRECT COSTS TO THE JOINT ACCOUNT UNDER THE TERMS OF:
[ '] Paragraph 1. (District Expense, Administrative Overhead and Warchousing)
- [ X Paragraph 2. (Combined Rates - Well Basis) .
) ) [ J1: Paragraph 3. (Combined Rates - Percentage Basis)

: The cost and expense of ‘services from outsnde sources in connectinn with matters of taxation, traffic, accounting or
matters: before of mvolv: ol governmental -agencies shall be considered as included in"the overhead ratés provided for
in the above sclectéd P ragraph of this Sectinn III uniess such cost and expense are agreed to by Operator and Non-
Operators as a dn‘ect charge to the Joint- Account

TRE OVERHEAD RATES PROVIDED FOR IN ANY OF- THE PARAGRAPHS SELECTED ABOVE
} RENE A T1] shall’ xx shall not include salaries and’ personal expenses of first-level supcrvisors in the fxeld
R : o .»_L,: o B. D{x 'shall [ ] shall not include salaries, wages and personal expernises of technical employces temporanly as-
‘ L : signed to and direcily employed on the Joint Property.
C. B shall [ ] shall not include salaries, wages and personal expenses of {cchnical employees cither tempo-
rarily or permeanently assigned to and dircctly employed in the opelahon of the Joint
. Property.
1. Dlstrlct Expenise. Administrative Overhead and Warehousing
A. District bxpense
'tmerator ali ¢harge the Joint Account wnth a pro rata porhon of the salaries, wages and expenses: “of
Operator s-productlon ‘superintendent’ and “other employee; serving: “the “Joint” Property and “other properues"
of the Operator in the same operating area, whose time is not allccated divectly to the properties, and a pro
rata portwn of the cost of maintaining and operating a preduction office known as Operator's .......... ST
cieemeeeraeneememnisniodenne, OffiCR located at or Mear L. e g
’ (or a comparable office .if locatlon changed); and necessary sub-offxces (1f any), mamtamed for the conven-
i fenice of the' above-described office, and all necessary camps, including housing facilities “for: employec-s if
: _ required, uscd in ‘connection with the operatlons ‘of the Joint Property and other propertles in the same
i operating area. The expense of, less any vevenue from, such facilitics may, at the option of Operalor, include
depreciation of investment or a fair monthly rental in licu of depreciation. Such charges shall be apportioned
to all properties served on some equitable basis consistent with Operator’s accounting practice.

B. Admmxstratwe Overhead
o Opera!or shall charge administrative overhead to the Jomt Account at the following rates, which charge shall;
N : be in lici’ of the cost and expense of all offices of the Operator not covered: by Paragraph 1A of this Seétion
111, mcludmg salaries, wajies and’ expenses of porsonnel assigned to such offices. Such ch.n-ge shall be in 'u!(h-
o tion to the salaries, wages and expenses of cmployees of Operator authorized to be charged direct as pr ovided
| in Paragr aphs 2 and 8 of Scetion II. Such charge shall be made on the basis indicated below, cither (1) well
o basls or (2) percentage basis, at the rates shown thereunder.

g (1) {1 Well Basis’

RATE PER WELL PER MONTH
ERILLING WECL RATE PRODUCING WELL RATE

(Use Total Depth) (Use Currcnt Producing D2pth)
Wall Depth Each Well First Five Next Five All We_!ls E\c_r_Tcn
e s e e emamenenieees
(2) [ ] Percentage Basis

Develo’p’m’ent :

Percent (%) of the cost of development of the Joint Property exclusive of costs pro-

I
i
i
1
I
¥
N : ' PERCENTAGE BASIS
!
i vidcd lll'ld(.'l anmaph 8 of Scction Il and all salvage credits.
! Opcrating: ‘ ]
I cveeeene s e Pereent (%) of the cost of aperating the Joint Property cxelusive of cosls provided
! under Parajraphs 1 and 8 of Section 11, all salvage eredils, the value of injeeted subsiances purchased for
L sccondary vecovery and all taxes and assessments which are levied, assessed and paid upon (he wminerad
: inferest in and to the Joint Property.

: ; —3
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C. Operatoi’s Warchouse Operating and Maintenanee Expense
[ 1 Included in distriet expense
[ 1 No charpe cither dircet or indivect
( ] Percentage basis (deseribe fully) ...

Combinced I!n!cs - Wcll Ihms

' Oncxutor shall charge the Joint Account for the services covered by Pdl.u'rnph 1 of this Sectlon I1I on the basis

~ indicaled below:

~ A.  Charges for d' i

RATE PER WELL PER MONTH
DRILLING WELL RATE PRODUCING WELL RATE

: (Uso 'I'o,ol Dcp!h) {Usc Cu[t_snl Ploducmg Depth)
Well Depth T ek N el_l T ALl Wells T TNexthve All Wells Over Ten
.07 ~ 8,000'  $1/7350 135 . ) -
8, 0017 .MLZ“OOOﬂmmmng4lQ“ BN 3 =1

-3 30 S

BeJ..cm ............... 12,000 . S1,470.

Combined Rates - Perccn(nge Basis ~
Opecrator shall charge the Joint Account for the services covercd by Paragraph 1 of this Section III on the basis
indicated below:

o PERCENTAGE BASIS
A. Development: ~ ;
. Percent ( %) of the cost of development of the Joint Property excluswe of costs pro-

vlded underul;araglaph 8 of Scction II and all salvage credits. =

B. Operating:
eamerae st ia s anns mearne Percent ( %) of the cost of operating ‘the Joint Property exclusive of costs provided
under Paragraphs 1 and -8 of Section 1I, all salvage credits, the value of injected substances purchased for
secondary recovery and all taxes and assessments which are levied, assessed and pald upon the mineral
interest In and to-the Joint Property.

Application of Administrative Overhead or Combined Rafes ~ Well Basis

The following limitations, instructions and charges shall apply in the application of the rates as provided untier
either Paragraph 1B (1) or Paragraph 2 of this Section IIL

ing wells shall begm on the date each ‘well is spuddecl and terminate on the date the drilling or

complétion rig is released, whichéver is later, except that no charge shall be made durmg the suspension of

drilling operations for fifteen (13) or more consecutwe days.

B. The status of wells shall be as follows: '
(1) 'Producing gas wells, injection wells for recovery operatlons. water supply wells utilized for waterflood-
ing operations and salt water disposal wel]s shall be considered the same as producing oil wells.
{2) Wells permanently shut down but on whlch plugging operations are deferred shall bc dropped from the
¢ll schedule at the time the shutdown is ¢ffected. Any well being plugged or produced during any
rtion of the month shall be consldered as a producmg, well for the entire month.

'l

(3) ngls bemg plugged back, drilied - uccper‘ converled-to a sourcd o input-well, or which Gre undergein
any type of workover that requires the use of a dnllmg rig- or workover rig’ capable of drilling sha
beiconsidered the same as drilling wells. .

(4) Temporanly shut down wells, which are not produced or worked upon for a perlod of a fu]l calendar
month, shall not be included in the ue)l schedule, provided however, wells shut in by governmemal
regulatory body shall be included in: the well ‘schicdule: only in the event the allowable productionis
transferred: to ‘soine other well or ‘wells én the Joint Property In the event of a umt allowable, shut-in
wells shall be counted in determmmg the' fcharge hereunder for-such month if said wells contribute allow-
able production that is actually produced durmg such month from one or more unit wells as a result of
allowable transfer, inclusion in.the unit allowable or other circumstances, but the total shut-in well count
shall be limited to the fminimum’ ‘number of shut-in wells necessary to provnde the contributed allowable
actually produced duung the month..

(5) Gas wells shall be incladced in the well schcdulc if directly connccted to a permanént :ales oullet even
though 1 pgranly ‘shut in duc to overproduction or failure of purchaser to take the altlowed production.

(8) Wells” co ipleted in mulhple horuons, shall. be considered as a produding well for each separaicly pro-
ducmg honzon, providing each completion is considered a separate well by gover nmental or other state-
wide regulatory authority.

C. The well'rates for pxoducmg wells whall be apphed to ‘the individual leases; prowded ihat whenever leases

_ covered by this agreement are operated as a 'unitized prOJect the well rates shall be apphcd to the total
number of producing wells, irrespective of individual leases.

D, The well rates shall be adjusted as of the flrsc day of April each year following the cflecuvc ‘date of the
agreement to which this Accounting Procedure . is attached. The ad]uslmcnt shall be computcd by multiplying
the rate currently in use by the per cenlage increase or decreasc in the average wock]y earnings of Crude
Petroledm and Gas Ploductwn Workers for the last catendar year compared to the plCCt.dlnP calendar year
as shown by “The Index of Aver agle Weekly Earhings of Crude Petroleum and Gas Productlon Workers”
as published by the United States Department 'of Labor, Bureau of Labor Statistics, or thelequivalent Canadian
Index as published by the Dominior Burcau of Stall\lle, as applicable. The adjusted rates shall be the
rates currently in use, plus or minus the computed adjustment.

Application of Administrative Overhead or Combined Rafes - Percentage Basis

For the nurpose of determining charges on a Po:c« ntagre Basis under Pavagraph i1B (2) or ;Paragraph 3 of this

Section III, Development shall include all costs in connection with drilling, redrilling, deepeiing or any remedial

operations on any or all wells involving the use of drilling crew amd cquipment; also, pxelnmn.n v cxpenditurves

necessiry in preparation for drilling and expenditures incurrad in abandoning when well is not completed as a

praducer; and oviginal cost of construction or installation of fixed asscets, the cxpammn of ﬁ xed assets and any

other project clewdy discernible as a fixed assel, except Major Construction as defined in'Paragraph 6 of this

Section III. All other costs shall be considered as Operating.

Major Construction Overhead ]

For the canslruction of compressar plants, .waler stations, sccondary recovery systems, drilling and  production

platforms, salt water disposal fuacilities, and other such projeets, as distinguizshed from the more usual drilling

=
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and ploduvnu' operations, Operatur in addition to the Administrative Overhead or Combined Rnlcs provided for in

Pacapraph 1, 2 or 3 of this Secton 11 shall either negotiate o rate prior to beginning of construction or shall charge

the Juint A«umu( wilh an additionai overhead charge as follows:

A. Totut cost less than $25,000, no charpe.

B. Totul cost- murc than $25,000, bul less than $100,000, .. 3 . % of total cost,

C. Tolal cosl of $100 000 or more, . 3 . % of the first $150,000 plus 2 % of all over $100,000
of totul cost. :

Total cost shall mean the total gross cost of any one project. For the purpose of this paragraph thc component parts

of a single projcct shall not be lreated scparately and the cost of drilling wells shall be excluded.

Amcindment of Rates
The specific rales provided for'in this Section 111 may be amended from time to time by mutual agrcement between
the Partics hereto if, in practice, the rates are found to be insufficicnt or excessive.

IV. BASIS OF CHARGES TO JOINT ACCOUNT

Subject to the further provisions of this Section IV, Operator will procure all Material and services for the Joint
Property At the Opcrators option, Non-Operators may supply Material or services for the Jomt Property.

1. Purchases

2.

3.

Material purchased and service procured shall be charged at the price paid by Operator after deduction of all
discounts actually reccived.

Materlal furnished Irom Operator’s Warchouse or Other Propertiel
A. New Matcrial (Condition’ “A")

(1) Tubular goods, except line pipe, shall be priced on a maximum carload and/or barge load weight basis
regardtess of quantity transferred and equalized to the lowest prevailing price f.o.b. railway receiving
point or recognized barge terminal ncarest the Joint Property where such Malerial is normally avall~
“able effective at date of transfer.

(2) Line pipe shall be prlced at the current replaccment cost effective at date of transfer from a rellable
supply store nearest the Joint Property where such Material is normally available if the movement is
less than 30,000 pounds At the movementis 30,000 pounds or more, it shall be priced on the same
basis as casing and tubmg under’ ‘Subparagraph (1) of this paragraph.

(3) When ‘the Ope a’t’f
Operator ' is permitted to include ten cents (10¢) per hundred-weight on all tubular goods furnished
from his stocks in lieu of loading and unloading costs sustained.

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

(5) The Joint Account-shall not be credited with cash discounts applicable to prices provided for in this

: Paragraph 2 of Sectlon IV.
B. Used Material (Condition “B” and “C") v

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

(2) Matenal which is not suxtab‘e for its original function until after reconditioning shall be furnished to
the Joint Account under one of the two methods defined below.

{a) Classified as Condition “B” and pnced at seventy-five | per cent (75%) of the current pnce of’ new
Material. The cost of reconditioning: shall bé absorbed by the Operator of the transferrmg propcrty
{b) Classnﬁed as Condition “C” and priced at fifty per cent (50%) of current price of new Material.
The cost of rcconditioning aiso shall be charged to the receiving  property, provided Condition

“C” value, plus cost of reconditioning, does not exceed Condition *B* value.
(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 some other purpose, shall be priced on a basis comparable with that of items normally used
for such other purpose.

(4) Material involving erection costs shall be charged at applicable percentage of the current knocked-down
price of new Material.

Premium Prices

Whenever Malerial is not- readlly obtainable at prices specified in Paragraphs 1 and 2 of thlS Secction 1V because
of national emergencies, strikes or other unusual causes over whlch the Operaior has no control, the Operator
may. charge the Joint ‘Account for the required Material at the Operatore actual cost incurred in procuring such
Material, in making it suitable for “use, and in" moving it to the Joint Property, provided, that nolice in writing
is furnished to Non-Opcrators of the proposed charge prior 1o bllhng Neon-Operalors: for such Material. Each
Non-Operator shail have the right, by so clecling and notifying Operator within 10 days after recciving 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 Opcrator

Operaler does not warrant the Material furnished. In case of defeclive Material, eredit shall nol be passed
to the Joint Account until adjustment has been reccived by Operator from the manufacturers or their agents.

5. Equipment and Facilities Furnished by Operator

A. Operator shall charge the Joint Account for use of equipment and facilitics at rales commensurale with
cost of ownership and operation. Such rates shall include cost of mainienance, repairs, other operating
expense, insurance, ‘taxes, depreciation, and ‘interest on investment not (o exceed six per cent (69 ) per
annum, provided such rates shall not exceed those eurrently prevailing in the immediate area within which

the Joint Properly is located. In licu of raies based on costs of ownership and operation of equipment, olher -

than autemolive, Operator may efect to use commercial vales prevailing in-the avea of the Joint Property
less 20¢5; for automotlive cquipment, rates as pubiished by the Petroleuin Motor Trimspert  Associntion
may be used. Rates for laboratory services shall not exceed those currently prevailing if performed by
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outside scirvice laboratories. Rates for trucks, tractors and well service units may include wapges and cx-
penses of operutor. :
B. Whoaanever requested, Operator shall inform Non-Operators in advance of the rates it proposes to charge.
C. Riles shall be revised -and adjusted from time to time when found to be cither excessive or insufficient.

V. DISPOSAL OF MATERIAL

The Opmator may purchase, but;:hnl) be under no oblmatlon fo purchnq(\ interest of Non- Opemlors in surplus
Cond.tion “A” or “B” Material. The disposition of surplus Controllable Malteriul, not purchased by Opm.llur. shall
be pgdkeed to by Operater and Non:Operators, provided Operator shall dispose of normal accumulations of junk and
serap Material ecither by {ransfor: or sale from Joint Property.

1.

Material Purchased by. Ihc Operator or Non-Opcrators.

Materjnl purchascd by cither the. Opcr':tor or Non-Oporators shall be credited 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 betwecn Operator and Non-Operators, shall be in proportion io the rccpcctwe
interests in such Material. ‘The Parties will thereupon be charged individua® iy with the valie of the Material
received or receivable. Proper credits shall be made by the Operator to the Joint Account.

Sales to Qutsiders

Sales to outs:derﬂ of Malenal from ‘the Joint Property shall be credited by Operator to the Joint Account at the
net amount collected hy O-Jerator from vendee. Any claim by vendce related to such sule shall be charged back
to the Joint Account if and when paid by Operator.

VI. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT

Material purchased by elther Operator or Non-Operators or divided in kind, unless agreed lo by Operator and Non-
Operators’ qhall be priced “on the foilowing basns

1.

New Prlce Defined

New pnce as used in this Sccuon VI shall be the price specified for new Material in Section IV,
New Maierlal
. New: Matenal (C

ition “A”) bemg new Mater:a) procured for the Joint Property but never used, at one

“ hundred per cent (100%) of current new price (plus sales tax if any).

8.

Other Used Malc

Good Used Mn(erml

~~~~~

without rncondmonmg
A. At seventy- ﬁve per cent (75%) of current new price if Material was ¢harged to Joint Account as new, or

B. At s:xty-ﬁve per cent (65%) of current new price if Material was originally charged to the Joint Account
: 'dhand'at seveniy-five per cent (15%) of new price.

Used Materml (Conddxon‘ “C”) at ﬁfty per cent (50%) of current new price, being used Matenal whmh
A. Is not in sound and sgrvncgable condition but suitable for reuse after reconditioning, or
B. Is serviceable for original function but not suitable for reconditioning.

) Bad-Order Material

Materlal (Condltmn "D"), no longer smlable for its,original purpose thhout excessive repair cost but usable for
some other purpose at a pncc comparable with that of items normally used for such other purpose.

Junk Materlal

Junk -Materi ‘. {Csr:d:.:c“ SE"}, being obsolete and serap:Materiz), at ‘prevailing prices, -

Temporarlly Used Material

When the use of Miterial is tcmpora\y and its service to the Joint Pros erly does not justify the reduetion in
price as provided for in Paragraph 3B of this Section VI, such Material shall be priced on a basis that will leave
& net charge to the Joint Account consistent with the value of the service rendered.

VII. INVENTORIES

»

The Operator shall maintain detailed records of Controlable Material.

1.

Periodic Inven(orms, Notice and Representation (

At rcasonab]e intervals, mvenloncs shall be taken by Operator of the Jaint Account Contiollable Material.
Wntlcn notice of intention to lake inventory shall be given by Opcrator at least thirty (30) ‘duys before any
inventory is to begin so that Nen-Operators may ke represented when any invenfory is taken. Failure of
Neon-Opcerators fo be represented at an inventory shall bind Non- Operators to aceept the inventory taken by
Qpcerator.

Reconcilintion and Adjustmeat of Inventories

Rcconclllauon of inventory with the Joint Account shall be made, and a list of overages and shortages shall be
furnished to the Non-Operaters. Inventory adjustmenis shali be made by Operator with the Joint Account for
overages and shortages, but Operator shall be held accountable to Non-Operators enly for shortages due to lack
of reasonable diligence.

Special Inventories

Spocml Inventories may be mkou whenever there is any suale or change of interest in the ]mn! Property. Tt shall
be the duty of the parly selling to notify all other Parties as quickly as possible afler the fransfer of interest
tukes place. In such cases, both the seller and the purchaser shall be governed by such inventory,

Expense of Conducling Periodic Tuventories

The expense of conducting periodic inventories shall nol bhe charged to the Joint Account untess agreed to by
Operator smd Non-Operators,

—f - /267714




follows:

(1)

(2)

(3)

(4)_

(5)

(6)

SUPPLLMLNT “A"

o s ——— —

CQUAL EMPLOYHENT OPPORTUNITY PHOVISION .
|

During the performance of this contract, Lhe Operator agrees as

The Operator will not discriminate against any cmployce or

applicant for employment because of race, cclor, religion,

national origin or sex. The Operator will take affirmative
action to cnsurc that applicants are employed, and that em-
ployees are treated during employment, witliout regard to

- theit race, color, religion, national origin or sex. Such

action shall ianclude, hut not be limited to the following:
Employment, upgradirg, demotion, or transfer, recrui tment
or recru1tmcnt advertmslng, layoff or tenn\nat1on. rates of

'1nc1ud1ng app!an1COSh1p The OperatOr agrees to post in

conspicuous places, available to employees and appliéants for
employment notices to be provided for the contracting officer
setting forth the provisions of this non-discrimination clause.

The“Operdfor will, in all solicitations or advertisements for
employees placed by or on behalf of the Operator,-state that
all qualified applicants will receive consideration for em-

ployment without regard to race, color, religion, national

origin or sex.

The Operator W11l send to each labor union or reprcsentat1vef
of workers with which it has a collective bargaining agreement
or other contract or understand1ng,;a;not1ce tobe . Drov"ed by 3
the agency contracting officer, adv {e} 0

workers ' representat1ve “of the Ope [ i < utider
Section 202 of Executive Order 11246 of SepteﬂLer 24, 1965,

“ and shall post copicsof the notice in conspicuous places

available to emplovees and applicants for ecmployment.

The Operator will comply w1th al prov1c1ons of Executive- Order

"11246 of September 24, 1965, and of ‘the rules, regulations, and
relevent orders of the Secretary of Labor.

The Oprrator will furnxsh all information and reports reau1red
by Executive Order 11246 of September 24, 1965, -and by the rules,
regu]at1ons, and orders of the Secretary: ‘of ‘Labor, or pursuant

thereto, and will permit access to its books, records, and.

accounts by the contracting agency and the Sccretary of Labor.
for‘purposos of investigation to ascertain compliance with such
rules, regulations, and ordcrs.

In the event of the Operator $ non-compliance with the non-
discrimination c]auses of this contract or with any of such
rules; regu]ations, or orders; this contract may be cancelled,
terminated or suspended in whole or in part and the’ ‘Operator

_ may be declared 1nel1g1b1e for further Governwent contracts in

accordance ‘with procedures authorized in Executive Order 11246
of Septemher 24, 1965, and such other sanctions may be imposed
and reniedics invoked as-provided in Executive Order 11246 of -
September 24, 1965, or by rule, requlation, or order of the
Secretary of Labor, or as otherwise provided by law.




-

Supplement “A"

(7)  The Operator will include the provisions of paragraphs (1)
through (7) in cvery subconlract or purchase order unless
excmpted bj rules, requlations, or orders of Lhe Sccretary .
of Labor issued pursuant to Section 204 of Executive Grder
11246 of - Septerber 24, 1965, so that such provisions will
be binding upon each subcohtractor or vendor. The Operator
will take such actionwith respect to any subcontract or
- purchase order as the contracting agency may direct as a
e means of enforcing such provisions inciuding sanctions for
R - 'non-compliance: ~Provided, however, that in the event the
S Operator becomes involved in, or is threatened with, 1iti-
gation with a subcontractor or’vendor as a result of such
direction by the contracting agency, the Operator may re-
quest the United States to enter into such iitigation to
protect the lnterests of the United States. / e

Operator acknouledges that it may ‘be reduired to file Standard
Form 100 (£606-1) promulgated Jo1nt]y by the Office of Federal Contract -
Compliance, the Equal Employment Opportunity Coimmission and Plans for
“Progress with Joint Reporting Committee, Federal Depot, Jeffersonville,
Indiana, within thirty (30) days of the &ate of contract award if such
L report ‘has not 'been 7iled for the current year and othervise comply with
Lo or file such other comnliance reports as. may be requ1rrd under Executive
i Order 11246, as amended and Rules and Regulations adopled thereunder.

Operator further ackn Jledgos -that he may be required. to develop
a“wrfttén affin tive act1o “compliance program as required by the Rules
and Regulatxons ‘approved by the-Secretary of Labor under author1ty of
Executive Order 11246 and stpply Non- Operators with a copy .of such pro-
gram if they so request.




. —— - — ——

SUPPLLMENT "B"
CERTIFICATION OF HON-SEGREGATED FACILITIES

Operator assures Mon- Ogj’eratorr ‘that it does not and will not
maintain or provide for its employces any segregated’ fac1l1t\es at any |
of its establishments, and that it does not and will not permit its
employees -to perférin their services at any location, undcr its control,
where seyregated facilities are maintained. -For th1s purpose, it is
understood that the phrase "segregated facilities" includes facilities
which are in fact segregated on a basis of race, color, rel1gxon or
national origin, because of habit, local custom or otherw1$e It is
further understood and agreed that maintaining or providing segregated
facilities for its employees or permitting its employees to perform
their services at any location under its control where segrégated
facilities are maintained is a violation of the equal opportunity
clause required by Executive Order 11246 of September 24, 1965.

Ope*ator further understands and agrees that a breach of the
- assurance herein contained subjects it to the provisions of the Order
at 41 CFR Chapter 60 of the Secretary of Labor dated May 21, 1968, ‘and
the prov1S1ons of the equal opportunity clause enumerated in contracts
between the United-'States of America and Non-Operators.

Nhocver knou1ng]y and willfully’ makes any false, f1ut1t1ous
or fraudulent représentation may be liable to criminal prosecut1on
under 18 U.S.C. § 1001.
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EXHIBIT “p*
GAS BALANCING ACGREEMENT
FOR GAS WELL PRODUCTION

Attached to and made a part of the Oﬁerating Agreement
between Mobil 0il Corporation, as Operator, and The
Superior Oil Compuny, et al, as Non-Operators.

The parties to the Operating Agreement to which this Gas Balanciﬂg Agreement 1is

attached own the working interest in the gas rights unde;lyingythe Joint Property

covered by such agreement and are entitled to share in thé percentages as stated in

the Operating Agreement.

In accordance with the terms of the Operating Agreement, each party thereto has

the right to take its share of gas produced from the Unit Area and market the same.

In the event any of the parties hereto does not market its share of gas or has con-

: tractéd to sell its share of gas produced from the Joint Prsperty to a purchaser

which, at any time while this agreement is in effect fails to take the share of gas
attributable to the interest of such party, the terms of this storage agreement shall

automatically become cffective,

1.
During any period or periods when the market of a party is not sufficient to take
rﬁhatvﬁértj's fuii?shéie‘ofAEgéZéés”b}d&ﬁééd”fth'Eﬁé'ibiﬁt"frbpertygwcr;i£s~?Lr¢haser
1s unable to take its share_of gas produced from the Joint Property, the other party or
parties shall be entitled to produce from said Joint Property (and take or deliver to
a purchaser), each month, 31l or a part of that portion of the allowable gés production
assigned to such Joint Properiy by the regulatory body having jurisdiction. That party
shéll be entitled to take and deliver to its or their purchaser all of such gas pro-
duction, provided; however, that no party sgail be entitled to take or deliver to a
purchaser gas prodpction in excess of 300% (percent) of its share of the allowable
gas production assigned thereto by the regulatory body having jurisdiction, unless
that party has gas inAstorage. All parties hereto shall share in and own the liquid
hydrocarbéns recovered from such gas by primary separation equi?meét in accordance
with their respective interests and subject to the terms of the above described

Operating Agrecment,

2/1/74
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2,

£ach party unable to/markebfits share of the gas produced, and taking less than its

full share of the gas produced shall be credited with gas in storagé equal to 1ts
share of the gas produced under this agreemént, less such party's share of the gas

taken, gas used in Joint Property opetationé, vented, or lost, Each party taking

gas shall furnish the Joint Propetﬁy operator a monthly statement of gas taken. The

operator of the Joint Property will maintain a running account of the gas balance

‘betweeri the parties hereto and will furnish each party monthly stateéments showing the

total quantity of gas produced, the amount thereof used in Joint Property operations,
vented or lost, and the total quantity of gas delivered to markets. Measurement of

gas for over and under production shall be accomplished by use of sales meters, and

lease measurement shall be in accordance with AGA requirements. - L

'§I”VMA
After written notice to the operator, any paté? may at any time begin taking or
deliveiing to its purchaser its full share‘ofwthe gas produced from said Jdigt Property
(less any used in Joint operationms, vented, or lost). To allow for the ;eCovery of
gas in storage and to balance the gas account of the parties in accordance with their
respective inéerests, a party with gas in storage shall be entitled to take or deliver
to a purchaser its full share of gas proddded'from said Joint property (less any used

in Joint operations, vented or lost) plus an amount determined by multiplying twenty-

five percent (25Z) of the interest of the party or parties without gas in storage by

7

&
[§33]

a fraction, the numerator “of which ‘is ‘the interest in the Joint Property of such party
with gas in storage and the denominator of which 1s the total percentage interest in

the Joint Property of all parties with gas in storage.

4.
Nothing'herein shall be construed to deny any party the right, from time to time to
produce and take or deliver to its purchaser its full share of the Allowable gas pro-—
duction to meet the deliverability test required by its purchaser., Each party, shall
at all times, use its best efforts to regulate its takes and deliveries from said
Joint Property so that saild Joint Property will not be shut-in for over producing the

allowable assigned thereito by the regulaiory body iraving jurisdicilon,

-2~ 2/1/74
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5,
During the term.of this agreement, while gas iéAbeing produced from the Joint Property,
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 production regardless of

 whether or not it is taking and selling such share, and shall hold the other‘parties

free from any liability therefor,

6.

Each party produciﬁg ahd takihg‘brﬂaéiivering géénto its purchaser shall ‘pay, or

cause to be paid, all production taxes due on such gas.

7.
When gas sales from a gas well permanently ceasé,FUnit Operator shall make a final
determination of the volumes of the last accrued over and underproduction, 1f any,
a8 of the date 6f such cessation of sales and the identity of the party or parties
who are over or underproduced. A cash balancing adjustment shall be made by the
ovefproduced party, or patties,‘t; the underproduced party, or partles, for the over-
ptoduce& volumes which have beén taken.aﬁd sd;d;yéhe price to be paid fbr such‘adjust_

ment gshall be the actual price received for thellast‘accured overprOduction by the over-

- produced party, or parties, less appropriate‘deduétioﬁs for taxes and/or royalties paid

oﬁ‘suﬁh-production by the over?roduéed’party.

8.

‘This agreement shall remain in force and effect as long as the 6perating agreement,

to which 1t is attached, and shall ‘inure to the benefit of and be binding upon the

parties hereto, their successors, legal representative and assigns.

9.

Notﬁing herein shall change or ‘affect each party's obiigations to payfits propor-

tionate share of all costs and‘liabiiities incurred in Joint operations, as its

share thereof is set forth in the above-described Operating Agreement.

10,
The provisions of this agreement shall be applied to each well and/or each formation
separately as if each well and/or formation was a scparate well and covered by

separate but ldenticel agreements,

~3- 2/1/74
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Mobil Oil Corporation | 0. 80X &0

MIDLAND, TEXAS 79701

| March 13:31974
, . b " _
New Mexico 0il Conservat1on Commission (3) [” ”“
P. 0. Box 2088 , C ot }
. . Santa Fe, New Mexico 87501 Lo

b

15 194

Atén: Mr. A. L. Porter, Jr.

APPLICATION OF MOBIL OIL CORPORATLON
FOR COMPULSORY POOLING OF NINERAL .
INTERESTS IN THE PENNSYLVANIAN FORMATION,
— - — : ~S/2 SEC. 33,:T-22=S, R=27<E, ETTER COM
CWELL #1, SOUTH' CARLSBAD FIELD,
EDDY COUNTY NEW MEXICO

Gentlemen:

¥

Mobi1' 011 Corporat1on TesSp requeststhat this application be set for
an examiner hear1ng ‘to consider approval of the compulsory pooling of all
mineral interests .in the Pernsylvanian formation underlying the S/2 of Sec.
33, T-22-S, R-27-E, South -Carisbad Field, Eddy County, New Mexico, to form

a 320-acre gas spacing and prorat1on unit to be dedicated to the Etter Com
Well #1, located 1980 ft from the south and west lines of said Sec. 33.

Mobi1 proposes to be operator of this well.

It is necessary for mon1| ‘T0 request compuisory. poou1ng qn this applicat10n
because there are the following unsigned mineral interest owners within the
proposed 320-acre unit:

_NAME MINERAL "INT. _STATUS
Nasaria Garcia 0.5395 Ac. Unwilling to lease
Ricardo Martirez - '1.4867 Ac. Minor - unable to sign

Total 2 0262 Ac.

. As shown, there 1s an uns1gned 2 0262 acre mineral interest existing in the
- proposed 320-acre unit for the Etter Com Nel] #1, wh1ch represents an’ unsigned
0.63% part of the ‘total unit. Efforts will continue to obtain voluntary pool-
ing of these interests.

,; ‘ i

i

|
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&~ Jaies E. ShEFiT

“"¢c: “James E. Smer

New Mexico 011 Consekrvatio‘n Comm, -2- March 13, 1974

Mobil further seeks authorization to collect certain charges for supervision,
both during the drilling of the propoSed well and after the well is complete.
Also to be requested, is a charge for risk involved in the drilling of the
proposed well. v o

In Mobil's opinion, the approval of this request will prevent waste; prevent
the drilling of unnecessary wells, and will protect correlative rights by
allowing each owner of the separate tracts-the opportunity to produce his
just and equitable share of the gas without waste. -

We respectfully request that this matter be set fo¥ examiner hearing at the
earliest possible date, but not later than April 10, 1974.

You’ré very truly,

L. A. Davis
Area Operations Engineer

JHSéerey/cs »




BRFORE THE OIL CONSERVATION COMMISSION
© OF THS STATE OF MNEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF COMNSIDERING:

APPLICATION:OF MOBIL OIL CORPORATION
FOR COMPULSORY POOLING, EDDY COUNTY,
NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on ‘April 10, ., 1974

at Santa Fe, New Mexico, befora Examiner__ Richard L. Stamets .

NOW, on this ~day of - April ; 1974, the Commission,
2 quorum baing prezant, naving considered the testimony, the record,
and the recommendations of the Examiner, and being fully advised
in the prenmises, :

FINDS:

- (1) That due.public notice having been given as reguired by
law, the Commission has jurisdiction of this cause and the subiect
matter therecf.

(2) That the applicant, . Mobil 0il Corporation ,

seeks an order pooling all mineral interests __ in the T

Pennsylvanian formati'on underlying the S/2

of Section 33 ;, Township 22 South , Range 27 East ro

NMPH,  South Carlsbad Field , Eddy county, New

PR~ -r co
P AN NS IFL Qe e
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Casa No.
Order No. R-

(3) rhat the applicani has the right to drill and proposes

to drill a wall Q;éﬁ, v/ ZZ/&M;LMQQ'% 6134 \;g__uz £ ,2;/ .

(4) That therc are inkerest owners in the proposed proration

unit who have not agreed to pool thelr interests.

(i3}

{5) That to avoid the drilling of unnecessary wells, to
e g ¥

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 falr share of the gas.. !

in said pool, the subject?application should be approved by

pooling all mineral interests, whatever thes may be, within said

(6) That the applicant should be designated the operator o

of the subject well and unit.

s (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 lieuv of paying his share of reasonable- :
well costé'out of production.

(8) That any“non~coﬁ$é§tinq working interest owner that
does not pay his sharce of estimated well costs should have
withheld from production his share of the reasonable %ell costs ?

!

plus an additional (é Fb’thereof as a reasonable charge for the

risk involved in the drillin the well,
(9) That any. non-consenting interest owner should be
afforded the opportunity to object tc the actual well costs but

that actual well costs should be adopted &as the reasonable well

cests in the absence of such objection.
(10) That following determination of reasonable well costs,
any non-consenting working interest owner that has paid his

e operator any amount

O

share of estimated costs should pay to ti

-

B N e e T Rt b e~ N e ol R e It o T R S o P TC T S e -3
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should receive from the operator any amount that paid cstimated

well costs excead reasonable wall costs.




§ ' (11) ‘Thatyg/;ZxF’ _ per month should be fixed as a reason-

able charge for suomrviciﬂﬂ {combined fixed rates); that the

4! operator should be authnorized to withhold from production the

proportionate share of such supervision chaxge -attributable to

o ehd
%

A R T

each non- consentlng working interest, and in addition thereto, :
the operator shnould be authorized te withhold from preduction

Lo ;i the proportionate share of actual expenditures required for

o
R R T SV

-ooeratlng the subject well, not in excess of what are reasonable,

attrlbutable to each non-consenting working interest.

N AALS = hi e T

{12} That all proceeds from production from the subject 3

ettt
i

well which are not disbursed for any reason should be placed

S : {nf~,7 § in escrow to be paid to the true owner thereof upon demand and

S rw e SANAS Waha F Arvan.

[

prcof of ownership. , o

v e B

(13) That upon the failure of the operator of said pooled

AP P N LN

unit to commence érilling of the well to which said unit is

¥ dedicated on or before }Jﬂl;g AS 1974 » the oxder .

ff pooling said unit snould becon null and void and of no effect

whatsoever.

I7 IS THEREFORE ORDERED:

(1) That all mineral interests, whatevexr they may be, :

in the Pennsylvanian formation underlying the  §/2

LA NI s Nsb bty

of Section 33 , Township 22 South , Range 27 East ., NMPM,

South Carlsbad Field , _ Eddy County, New Mexico,

' are hereby pooled to foxrm a standard  320- acre gas spacing

:} and proration unlt Lo_be dedicated to a well to be drilled /'

= e

at a standard location M unit /{a/ < 0 <o vé E

e et o e e e e e

PROVIDED HOWEVER, that the operator of said unit shall i

commence the drilling of said well on or before the ZQiZZﬁay

of | /,(A/ ' 1974, and shall th

#

"J
[
H
',‘.)
‘-&’
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1]
~
Q
o]
o
o
o
3
[
W
t
o
o

: 2o drillind of said well with due 4i 1ger‘c0 to a depth suificient to

test the Pennsylvanian formation;
i PROVIDED FURTHER, that in the event said operator does not

-commence the drilling of said well on or before the {ﬁzj@ay

i of,fgg{h , 1978, Order (1) of this order shall be nuil and

i ¢
¥
vold and of no effecht WNAtsoavar;
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Case No.
Order No. R~

PROVIDED PURTHER,that should said well not be drilled to

completion; or abandonmenc, within 120 days after comnmencerent
thereof, said operator shall appear before the Commission and
show cause wny Ocder (1) of this order shounld not be rescinded.

(2) That Mobil 0i1 Corporation

the operator of the subject well and Lni . ' ] e

(0 it A /’[

(3) That after the effective date 0% this order and -h—&east

30 days prior to commencing said well, the operator shall ‘furnish

(R
W
Q

fhe Cormmission and each known working idtefést owner in the sub
unit an itemized schedule of estirated we 211 costs.

(4) That within 30 days from the daté’the schedule of
estimated well costs is furnished tO‘hiﬁ,Eany non—consénting
working interest owner shall have the right to pay his share
of estimated well costs to the operator‘ln lieu of paylng his
share of reasonab’c well costs out of prounulon, and that any
such owner who pays his share of es*1mated well costs as pro-
vided above shall remain liable forx oporutlpg costs bLt shall
not be liable for risk charges.

(5) That the operator shall furnish ﬁhe Commission and each
known’woiking interest owner an itemized Schédule of actual well
costs within 90 days following completién bi the wéll; that if
no objection to the actual well‘costskié Feceived bybthe Com-~
mission and the Commission has not objeétea within 45 days
following receipt of said schedule, theéactual well costs shall
be the reasonable well costs; provided however, that if there’
is an objection to actual well costs hnLn1ﬁ said 45~day pericd

the Commission will determine reasonable well costs after public

notice and hesaring.

(67 That within 60 days rol lowing determination of reason-—

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

oF
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has paid his share of estimatc as provided

is hereby designated.
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Case NG.
Order No. R-

o

that reasonable well costs exceed estimated well costs and éhall
raceive from the operator his pro rata share of the awmount that
estimateq/well costs exceed reazasonable well costs.
(7) That the operator is hereby authorized to withhold
‘the following costs and charges from production:
(A) The pro rata share of reasonable well costs
attributable to eaéh non~c§nsentihg working
interest 6ﬁner who has not péid hiswsﬁare of

estimated well costs within 30‘days trom the

bove shall pay to the operator his pro rata share of the anount

P

iammpn s

(R QTR
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"date the schedule of estimated well costs is :
furnished to him. ‘

(B) As a charge for the risk involved in the g
drilling of the well | 'ﬁ”geuth Ho rata :

i g of : - P70f-the pr 2 i

share of reasonable well costs attributable :

to each ‘non-consenting working interest i
owner who has not paid his share of estimated é

schedule of estimated well costs is furnished

to hin.

(8) That the operator shall

charges withheld from production

he well costs.

(9) ‘that- /77
T

¢

charge for supervision (combined

is hereby authorized to withhold
share of such supervision charge
consenting working interest, anrd

is hereby authorized to withhold

share of actwval expenditures requi

not in excess of what are reasonable, attributable

consenting working interest.

well costs within 30 days from the date the

nbean

distribute said costs.and

w

i m A e

to the parties who advanced

5

H
¥
per month is hevreby fixed as a reasonable

fixéd rates): that the operatoxr

from production the proportionateé
attributable to each non-~ é
in addition thereto, the operator:

from production the proportionate

o
Q
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Q
[
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5 (10) That any unsevered mineral inbterest shall be caﬁéiﬁéréd :
? a seven-elgnhths (7/38) working interest and a onc-aianth (1/8) :
; royalty interest fux the purpoze of allocating costs and charges i
3 - :
% under the terms of this ovder, :
? (11} That any well costs or charges 'which are to be paid %
i :
g out of pro@gctiéhrshall be»withhg}d‘only from the working é,
g'interests share of production, and no costs or charges shall §
S be withheld frcm productibn attributable to‘royalty,interestsgr z
- L e [ L . e A s
g (L2) ThHat all proceeds from production from the subject g
é well which are not disbursed for any reason shall Be placed in ;_
1 B = - K
; escrow in Eddy county, New Mexico, to be paid to the true ownerg
) i thereof ﬁpon demand and‘proOf of ownership; that the oOperator | %
o i1 ki
; chall notify the Commission of the name and address of said §
%~es¢fow agent within 90 days from thé date of this order. é
% (13) That jﬁrisdiction of this cause is retained for the §
§ entry of such further orders as the Commission may deem necessafy.%
éé DONE at Santa Fe, New Mexito, on the day and year hereinaﬁofe ;
%'deéignated. g
. :
i ;




