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

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

CASE NO. 465

ORDER NO. R-259
THE MATTER OF THE APPLICATION OF
LOWRY et,al OPERATING ACCOUNT

_FOR A APPRUVAL OF THE PICTURED

XTI BT o s T TR Aﬁnm__umh-{m

GLAELY UNaei Noe & URIT-AGR

EMBRACING 160 ACRES IN RIO ARRIPA
COUNTY, NE¥ MEXICO, WITHIN TWP.
26 NORTH, RANCE 6 WEST, N.M.P.M.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cauge caine on for hearing at 9 a, 2., on January 15,
1953, at Santa Fe, New Mexico, before the Oil Conservation
Commission of New Mexico hereinafter referred to as ths
"Commission®. ;q?

| NOW on this / ¥ day W 1¢53 the Commisoion,
& quorum being present, hav considbred said :applicatiocn and
the evidence: Introduced in support thereof, and being fully
advised in the premises,

FINDS :

(l) That due public notice having been given as re-

quired by law, the Commission has jurisdiction of this cause
and the subjecet matter thereof.

(2) That the proposed unit plan will in principle tend

“to promot) the conservation of oil and gas and the preventionm

f waste.

IT;lﬁ THEREFORE ORDERED:

L =Pal

- SECTION 1. That Shis order shall be khown as the
PICTURED. CLIFFS UNIT NO. 2 ORDER

SECTION 2. (a) That the project herein referreu $o
shall be known as the Pictured Cliffs Unit No, 2 Unit Agree-
ment, and shall hereafter be referred to as the "Projecth,

(b) That the plan by which the Project
shall be operated shall be embraced in the form of a unit
agreement for the development and operation of the Pictured
Cliffs Unit No. 2 area referred to in the Petitionerts pet-
ition and filed with said petition, and said pian shall be
known as the Three Pictured Cliffs’ 'Unit Agreement Plan,
said plan belng the same agreement for the operation of -
Piotured Cliffs Unit No. 1, Pictured Cliffs Unit No. 2, and

Piotured Cliffs Unit No, 3.
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Case No. 465
Order No. n-.zs7

SECTION 3. That the Three Pictured Cliffs Unit Agree~

.ment Plan shall be, and hsereby is, approved in principle as

a proper conse“vation measure; provided however, that not-
withstanding any of the provisions contained in said unit
agreement this approval shall not be considered as waiving

or relinquishing in any manner any rights, duties or obli-
gations which are now, or may hereafter, be vested in the

New Mexico 01l Conservation Commission by law relative to the.
supervision and control of operations for exploration and dev-
elopment of any lands committed to said Pictured Cliffs Unit

No. 2 agreement, or relative to the production of oil or gae

therefrom,
SECTION 4, (a) That the unit area shall be:
 NEW _MEXTCO PRINCIPLE MERIDIAN

Town ip 26 North. Range 6 Wesgt
Sec. 16 MWL :

Total unit area: 160 acres, more or 1ess

(b) 'That the unit area as herein defined,
under’ terms of seid unit agreement embraces the production
of oll, gas, natural gasoline and assoclated fluid hydro~-
carbons insofar and only insofar as development and prc-~

'duction from the Pilctured Cliffs formation is concerned.

SECTION 5, That the unit operator shall file with the
Commission an executed ‘original or executed counterpart of .
the Three Pictured Cliffs Unit Agreement within 30 daya after
the effective date thereof.

SECTION 6, That this order shall become effective “ipon
approval of said unit agresement of the Commissioner of Public
Lands of the State of New Mexico, and shall terminate ipso
facte upon the termination of said unit agreement., The last
unit operator shall immediately notify the Commissioner in
writing of such termination.

DONE st Santa Fe, New Mexico, on the day and year here-~
inebove designated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

F“B%M/

EDWIN L. MECHEM, Chairman

é" oy

WALKER Member

R. R. SP , Secretary

SEAL
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CURTIFICATE OF APFROVAI ALD CONGERT

OF T0E STATE OF Nk NEXICO

- The undersigned, having this day oxamined an agree=

operation of a prospective oil or gas pool, field or’urca, and
for certaln relatéa'mattars vhich agreement ‘13 entitled "Unit
Agreoment for the “evelopmeht and Operation of the Three Pic~
tured Cliffs Unit Ar eas, Rio Arriba uounty, State of lew Hexioo"
entered ihtd“ﬁétwe 1 Tim G. Lowry and Todd I, Pettlgrow as Unit
Operator, and likewise subqeribed by nuserous ¥orking Interest
Owners and other interestad parties, to walceh agreement this
cortifioate is attached; and

WHEREAS, upon éxamin&tion thereof the Commissioner
finds:

{a} that such agreement will tenditc promate
the conservation of oil and gas and the betber utili-
zation of reservoifr snergy

izb) ghat under the operations proposad the
2tate will recelve its falr sihare of the reoovéfdbié.r
0il or gas in place under i%s lands in the area
affeoted; |

{o; that the agreement is in other respects for
the ﬁést interests of tha State;

(A} that the agreement nrovides for the unit
operation and development of bthe area, for the allo-
cation of pboduction and thevsharing of proceeds
from the area and lands covered by said agreement
on an acreage basis, as specified in sald agreenment,
regardless of the particular tract frbm wnjch pro-
duction 1s obtained or proceeds a e derived, and for
other propoar matters;

WOV, THEHREFORD, by virtus of the authority conferred

ewny
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upon me bf Chapter 88 ol the lLavis of tlie State. of New texioo,

1943, approved Apr‘l 14, 1943, I, the unueraigned Commissioner

pofPabkic Lands tate of New Mexico, for the purpose of
more pr 6p@r1y consorving the oll and gas resourcas of the

3tate, . do hereby ‘consent to and approve thae sald agreemanb

as to the 1ands of the State of Kew Mexico included theroin
and tho development and oporation of such lands théreunaer,
subject to all tho provisions of ‘the aforesaid Chapter B8 oOF
the lLaws of the Staite of New ¥oxico, 1943, Upon effeotiveness
of suoh‘agreement sach of the oll and gns leases on siate 1ands
within the unit area included 1in such agroemnent ang connl tted
thereto by the lessee(s), is hereby amended s0 bhaﬁ'the terms
of such lease will conform to the prdvisions of such agree=

mant: .

g Executéd this Reo day of _zygééﬁaazgééi____. 1953-

— c;;égssfoner o; %ublio Tands of

the State of New Vexico




Qv RATILG AGREEL UHT

This agree:ent entered into Lhis 15%h  day of yarceh

A AL ’

-1, by and beitveon TODY I, PR LGRTN and Tl A Ve DOSWLL,
915 Pirst Fatlo

nal Bank Beilding, Dallas, Texas, and TI" G

Loy, of wokert, rGLOrs0LE 2, Lomming, 1385 South Latalle streedb,

L2

Chioagd 9, 111linois {liereln ab times solleotively ret'errod vo

as'"Operabbr“), as paitles of tho first part, and GUARLED ¥
QLUTRR 8 CO., 57th Floor, %3 Pine St., Fow York 5, New YOIK,
SYLVESTER . 1 ULDOGERY, O2 “all Street, Kew York 5, LKew York,
DAYID G. BATRD, 65 Broadvay, I8 York 6, iewv York, T:HuODOIL S
UATGO , 149 Broadway, OV York 6, New York, PiIL1P TASH, 1 Hast
57th Street, Lew York, Hoew Yorl, wILLIAY H. COLVII, 405 Lexington
Avenue, Rov York 17, Low York, HakiY GCART:OROUGH, First ratioral
ek iag., Chicago %y Illinola, and. FRRIC S, VORSE, 80 Droad
sgroet, Lew York 4, Yew York (Herein &t times reforsed O 2ol
Loeocbively as "}on~Operators" and severally as “tion-Cporatort),
aa partics of the seocnd pard,

WITERESGET J§4

The parties of tho gsecond pavd horotofore have acoulred
Undividad-eo;oWnerﬂhip interests, in the ragpoctive perconbases
saet fortih below, in tho total 1easshold working interests covers
&éd by the oll, ¢as and mineral lease(s) described in the sche-
dule heroto attached, marisd Exhibit "A" and by this rofereoncse
pade a part horsof, The narties of the second part may hore-
after aogulre undivided comounership intorests in said respeob-

. ive percentafics in the btobtal 1eagehold sorking interests cover-

ed by other oil, oas and minoral lcasezy and any such undivided
co-oure rsilp iptercsts hoeroafter acouired shall horeby be deom-
ad inciuded in tho leasehold estate herein reforred to with like
gftect az bthough the oil, as and;mineralrleases to wnich they

relate vierc descrived in sald nxhibib #AY horoete; ard the preo-
gent or any future Operator is -horedy autitorized ard empowered,
in the names and on vehalf of the parcies of tho seoond pard,

‘to executs such supplenent to tlvis Apreeasnt as may be receas-

3

ary or appropriate to conrirm the inclusion of such after-acquir-

- @d interssts in the lousehold estalo. The sum .of auch cO=-0OWN3IS

ship interasts is at tices refarred to herein as nghe loagse~hold
estate", and the land{g) covered by sald leasel(s) ags "tho loased

- premiges” .

qyne aforementioned co~ovnorship inter:sts are 10V fndivid-

~ ually held and owned by she parties of the sacond part as followa:

Charles F. Roubtor & Co., 37/64ths
Sylvester '. tuldowney 6/64th
pavid ¢. DBaird 4/64thg
Theoflore S, yWatson 4/64ths
Philip Tash : 4/64ths
wi1liam 1, Colvin afe4ths
Honry ¢carbvorough : 4/6Aths
frric S. Vorse 1/64ths
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The partigs of the secong »art have agreed thot theip reg-
beactive 00=-0/nersiip interestg alaresaiq 8hall be subjeet to

this agree-ont ard that the leased nrqmises_shallﬂba*Gx“Iﬁféﬁw'”WWWﬁ
L ? RN ol P »

devqlppgd,wmaintniﬁea<anﬂ~oierﬁtéﬁ'in accordarnce with the proe

T Viaions iioreof,

Row, therefore, in considerntion of the Presises and the
rutual agreements nharein containsd, the rarties hersto have
agreed ag followg: o ' g

Seotlon 1. Interests or the Partiog: The respective CO-
ownership’lnterests hereunden indIvIdually u2eld andg ownad by
the parties of the Séc¢ond. rart anrs ;5 aroresaid, _Subjeot to the
PIOVisions of Section 13 hoereof, guch parties shall own the sanme
respectivo intereats in the oil, gas ang othor minerals produced
from the lessed promiges, and shall bear anqg bay in like Droe
bortions the 008ts, expenses ard liabilitios incurred in the
exploration2 devslopment, operation ang maintenance of said pre-

mises, which arg prorerly chargeable to the joint account herew
undol‘. . :

Section 2, ¢ rator: ‘the Operator hareunder, subloat to
the termg and provisions of thig agrecmont and the limitationg
herein 8tated, shall have exclusivs charge ang 6ontrol of the
exploration, development, O peration, rednbsnance and rahage=
aent of the lsassd premises, and of éhe Join$ acecount proporty
and equipment thoreon and or all joint aceount wellg thereon,
Such Operatop shall perfors and CArry on such datueg in accord-
ance with good oi1 and gas field practices, in thge interest of
Non-Operators; and ag anp ordirarily prudent oparator, but shall
have no rosponsibility whatoaver tg I'on-Operators for srrors of
Judgment, op notioce to any Operator hareunder ;:1vsp at any
tima by_ﬂay—cpsrators ownirg or holding 55 per cent, cr nore,
of the leasehold'estnte, or their nominee, 3uech Operator may be
Temoved; and a new Operator appointed by the For~Oparators
givine sueh notice of removal, S ’

3¢, long as Podd ¥, Pettigrew, Thomas ., Doswell arq 7igm
Ge Lowry are the Opsratorg rereundap,

(a) Opsratorsg Pattigrew ang Doswell shall have excluasive author-
, ity and obligation gs authorized hereunder vith respect
to all fielqg operations apg Operator Lowry shall have no
reSansibility with rospect tneroto, brovidead, however
that Fettizrew ang Doswell ahaj} not exocute any drilling
Or other contracts relatirg to the laageqd presises unti)
the same have been approved by‘Lowry.

(v) Operator Lowry shall hnave szclusive authority ang oblipgation
with-respect,ho keepirng books of accounty, amaiing calls unon
the Hon-Operitors for funds ang receiving ang diSbursing
the same, provided, howevor, that Lowry shall, rake no dige
bursements for invoicoa rop naterinisg or Services until
the Saine _have bheen approved by aithop Psttizrew op Doswell,

(¢) Pettigrew ang Doswell shall bo reimbursed by the jointg

account for theip hiecessary oxpenses {(for which they onall
submit'monthly statements) but rocoive Rotidng fop thelr
persoral services,

(d) Lowry shall be reimbursad b, the joing account for iig
necessary oxpepseg ard rsasonable comparsation fop nis
servicos, roy whieh Le shall slomig rontlly statesents,

Seetion 3, dontelas nng 2oyaltieg: Tertals ang royalties
vilceh ray becoie dte and avable urder the lease(3) desorihed

»




herein, and in respoct of which provision {or paymoent bhereoof

hag not othoruise been made, shiall be paild by Uparator and charge-
ed to tha Joint agcount, Opsrator stall exercise diligorcee in
rospact of such rvavcerts when due, dut ahall not be liable to
Ion~0nerntars for unavoldable or urintontional fajlure in resrect
thereof.

Ko Non-Operators shall be in any way relsasad or reliovod
from vearing such Fon=-Operator's rronor tiorute share of rentals
and royalties excort trat shiould tiwe other Non—Opernﬁors, or
any of them, agree Lo pay sueci non-payiﬁg llon-0perator's sald
ghare agalinst agssignoent to the sayirg lon-Operator or Lon -
Oporators of sueh Wor-payirg lon-Operator's intorest in the
isased premises then, on paymont by the :awizg Ton-Onerﬁtor or
I n-qperatorq of such non-paylng hon~0porator 8 sald share
such non«paying lLion-Operator 1s hereby relsased of ﬂLl obli-
gation in respect tiereof.

Sectlon 4., Yxploration ard Development: When ard as Non=
Oparators ownirg 51 per cent of tiio leasehold estate shall not-
'ify Operator in writing of the declision of such KonsOperators to
drill the initial test woell on the leased premlses,; Oporator
shall undertake and carry out such operation for the joint ace.
count and at the joint expense of all the HLon-Operators,.

Subject to the lmmediately preceding paragraph, no well shall.
be drilled, nor shall any oporations for despening, reworking
or recompleting any well in the same or a different horizon be
undertaken, by the Operator or any lion-Operator on the leased
premises at jolnt exponse or for the Joint acoount, prior to
or after tho discovery of 01l or gag in paying quantitics on the
leased premisou, without the consgent in writing of all N n=0psr-
atcro, sxRoepe btuai Tperator without congent may drill for the
jolnt acoount any well on the loased premises required to off-
set or prevent drainage (heroin called an "offset well") by any
well loocated on a lease, which has a common boundary line or
corner with the leased premises, or any obligatory well whieh
fgrws the consideration for the accuisition of the leased pre-
miIgad,

If any tion-Gperator, prlor to or after the discovery {1
oil or gas in payling auantitleu or the leased premises, deaides
to conduct any drilling, reo-working, or rocomolntjon ooerabions
not otherwise heroinrbeforec proviaed for, such Non-Opsrator shali

glve to all the other Nor-Operators written notice of such de-
cision, ireluding the nature ard proposed location of the opaye
ation, the proposed depth of completion or rooompleation, and 0
detnlled estimate of the cost thereof, anrd suall furnish Opera-
$or with a cocy of such notice,

If all the other KNon-Opsrators, withir 30 days aftor such
notice to them,cleot to partieipate in such opsration, the oper=
ations propoqod shall be undertaken and c¢orrlod out by Opoeraior
for the joint account and at the joint oxucense of all the Kone
Operators, The falilure of any Non<Operator to give a notice
pursuant to the succeeding peragraph hereof shall be construad
as an unconditional election to pzrticipate In the oreration.

Any Nop~Gporator, clecting, by written notice to Operator
within gaid 30 day poriod not to particlpate in such pperation,
hereby apress vhat u“e'iu-oiciyating'ﬁon-Operators hereby hecomse
enbitlod to roeceive, and, if any action on the part of such none
participating Mon~-Operator is requiraed in conrncction therewith,

- sueh non~participatinp ron~Cerator will do and perform such
acts and things as «:n1l eratle such participating 'on-Oporators




to recelivo, in respective proportiona thdel“it to the ragpoct-
ive proportiors of the totul cogts, cxpoenses and 1iabslities
borne and pald by each of thom in rOﬁ‘ubL of suech oporation,

all prOGNutton, and urocesds LnOreliu‘* ageruirg to such non-

parbticipating Non=Operator's inter=ust in tho rroduction from the
well in respect to which such noneparticipation relates, until
such partielpatinpg Non-Operators shall have recelved from stueh
intorest (1) productlon having a valuo currently as produced,

or proceceds, equivaleont in the agrrognte to throo (3) times ﬁn
amount egualto the proporticnate part of all costs, expensos

and liabilities incurred in such oporvation which wouia nave bveen
borne and paid by such nom-particlpating Non-Operator if such None
Operator had partlclpatod thorein, and (ii)‘suoh non-participa~
ting 1} \On-Operntor 8 pro rsta part of trie oporating and saintoen-
ance o008t and sxpensey of auch woll during the period requliraed

to effect payment of the amourb such ;urbicinutin Kon=0Operators
are entitled to receive under this above clausc (lg If and when=
~aver such participating Worn-Operators shall have rscelved such
amounts due, such well and all equlipment therein ghall thereupon.
be and become a joint aceount viell and property, and such: hone
participuting Kon-Operator shall tiwcreafter receive such Non-
Operatort's interest in production and procecods Trom such well

and own such Non-Operatorts interest In such eguipiont,

Operator, promptly on rececipt thereof, shall furnish the
other Non~Operators with coples of any such non-participation note
ice, and shall undertake and carry out the proposed operation
whaen and as instructed so to do by the participating Non-Oper-
ators, and charge thelr respective accounts proportlonately as
dirocted, ' ' '

. :Ssction 5, Marketing of Production:t Each Non-Oporator at
. any Gimd and from tlme to tlme shall have the righit, and saoh
--Non=Operator horeunder hereby rsscrves the right, to take and
recelve in kind such Non~Operator's aforesaid share of the oll,
gas or other hydrocarbona in place or produced end saved from
‘the loased premiges, or personally to sell, or &irect the sale
of, the same for such Non-Operator's benefit. At suoh times as
suoh ‘Non«Operator does nob either take such Non-Operator's afore-
sald ghare of the oll, gas or other hydrocarbons producad and
"saved from the 1eased premiges in kind, or personallv sell, or
direct the sale ¢ sore, then Operator is hereby authorized to
sell, and shall. 3@11 tiie saae, subject to revocation of such
authority at will upon written notice by such MNorn-QOperator to
Operator, to a Tinancially responsible purchaser sclected by |
Oporator on terns that are, in the opinion of Operator, the most
favorable that are obtainable,provided, however, that Operator
shall mbko no corbract of sale in res;ect tigreof which will
oxtend for a period of tine londer than a reasonable period of
tize wiileh is consigtent with thoe minicum needs of the industry
urnder the ci;ouuutanses but whioh in pro evant hall exoeed one
(1) year, Sueh Non-Operator, upon rejuest of nrﬁrabor, shall
execute and deliver any and ull dlvision orders necegsary or
appropriate tor the erfectudtian of asuchi gales by Operator,

Any kon-Operator, ”lGCuing to btake such Non~Operator's
aforesald sharn of the o0ll, gas or Gther hydrocarbong produced
ard gaved froft the leased premlscs in kind, shall furnish, at
tuc sole expense of such Non-Operator, such facilitics as nay
bo necessary to effect div131on ard measursent of, and _to
racoive, the sase on or bofore the date fixed In sueh K n-Oper-
ator's notice to Ogerator upon wiich delivery kind is 6 be
commenced, ard shall boear sll oxtra expcnso,incurred by Operator
in making such delivery, e

The forepoinﬁ vight in any }on-OporaLor to teke in kind



may not be exorciaged or enjoyed by such lsnn-Oporator if and
‘when such Non=Opsrator is or bocomes in default in rospoct of
any payments or gsmounhbs ownod by auch FNon-Oporator under tais
agresmnant, ard whon ard vhile such dofault oxlists Onerater may
decline or cease aaking deliveries to or for the account of such
Non-0Oporator of gucli Non-Oneratprels aforesaid sbhare of tho proe-
duction in guestion, Y

~ SBhould any lon=Operator, oxorcisin; sueh risght to take in
kind, fall to furnish facilltes, or not take delivery on the
date fixed In tho above notice to Operator, then such notjos
sihall be vopid and of no effoct.

Seotion 6, Contracts and Seryicos: All wells drilled on. the
leaged premises foy othie joint acdount, including all faciliticy
and ingtallations for storing, handling and transporting product-
jon iIn conrection with producing, saving and narketing the same,
shall bo drilled or installed on a competitive contract basis,
or at prlieces and upon torms approved by Operator ard all of
tne hon«Operators, If any Non-Operator shall not gtate in writ-
ing to Operator withisn ten (10) days such Non-Operatorts dis-
approval of prices or torms steted to such Non-Operator by Oper-
ator for such operations or installations, respectively, (when
not on a competitive contragt basis,) 1t shall be conslusively
prosumed that such Non-~Operator approvad the sane,

If Operator undortekes to porform any sush work or services
for the Joint account or furnishes any of Oporator's facilitles
in connection therewith, Opserator shall perform such work and
gsorvices as an indepoendent contraoctor and for a conslderation
and upon tho same berms genorally prevailing for like work and
services in the area, and shall furnish such facilities on the
basig of their reoasonable rental valuo,

Section 7, Accounting, Billing, Paysioent and Advances!
Operator shall incur for and charme to the joint account of all
the Fon-Cperators intercsted in tho leased premises, as authore
ized hereunder, all costs, experses and liabilitioes incident to
drilling, besting, eguipping, completing, abandoning and salvage
ing msterial from, tho joint account wells drilled on tne leased
promises, or lncurred in connsction with roworking, deepening
or re-gonmpleting operations, or in acquiring, erecting and instale
livg all property, structures, gatheiring lines, tanks, troating,
weaguring and other facllities and eculpment nacessary o oper-
ate and maintain such vells and carry on such operations and
to produce, save and auarket the production thorefrom by dellivery
to thg purcheser In the £1s514 or frou tho lcase tanks whorover
situated. Operator shall also charge to such joint accournt all
othier costs, oxpenses and liabiliti:s authorized to be incurred
nereunder in connoctlion withh the leased premises or the loase=-
hold irnterests. (Such charges to the joint acéount and matters
rolating to tho acoounting procedure betwesn Operator and Koh-
Operators shall bo governed by the provisions hereof and of the
Accounr bing Procedure heoreto attached, marked “lizhibit B", and by
- tils roferoence made a part hereof; and, oxcept as othervilse proe
vided horoin, billing by Ozerator and payment by Kon-Operators
sihall algo be goverrnod by the applicable provisions of said Exe-
hibit B,) .

Bxcept with respect to costs, expenses and liabilitics auth-
orized to be ircurred horeunder 28 provided in the foregoling
~paragraph and In other gecions hereof, Oporator shall not incur -
for or charge to tho jolnt sccount costs, expenses or liabilities
in conrection with any single project, or ites of capital invest-
ment, in 9xcess of Five Thousand {:9,000.00) Dollars, without
the writtenr congent of coach Lor-Jdpsrator {irat obtulred, 1If,




‘however, a project or investrent is so approved, Oporabor nay

-6—

incur and charge to tiw joint account all costs, oxponses and
llablility incident to such project, investsont or oporation
without furthor approval bLelrs roguired., ‘

Out of bthe collectiors flom lor-Oparators heraunder, Opera=- v i
tor shall pay @l) costa, exsenscs ard liabllities incurred for

“the Joint account,

- Operator may at any timo and from tise to time requiro
cauh Non-Operator to pay in advance such Fon-Operator's propore
tionate part of ostimated experditures horeunder for costy, 6x=
penges and liabilities incurred ir connection with operations
on, ard constructior of faollities and acquisition of equipe-
ment for or usad in operating, the leasod premises for the jolnt
agoount, by making written request for such advance paymant
tatating tho dabs tho sxpsnditurs is 0 be wads, such 1egusest
to be wade at least twenty (20) days prior to such stated ex-
ponditure date.) T¥Taoh Non-Operator hereby agrees to pay bo
Operator the amount requested at least five (5} days before the
date the expsnditure Is to be nmade, and if such payment is nob
s0o made the amount thereof, or any unpaid balanoce, shall bear
and such Hon-Operatox shall pay, interest at the rate of six
(655) per cent per annum until pald., Adjustments between exblm~
ates and actual expendituros shall be made by Operator and the
rospective accounts shall be sdjusted accordingly monthly.

Section 8, Inspection of Hecords-and Operationg: aoch
Non-Operator, and such XNon-Operator's representatives, alall
heve the right at all reascnable times to insapect and audit
COpera:or's books, records and involces pertaining to any mattor
of aoccounting or otherwise in rospect of the leased premises
or the Joint aceount, ' '

Baoh Hop-Operator, and such Non-Oporator's representatives,
shall, at such ¥on-~Oporator's and their risk, bse entitled to
access to the leased promises and all properﬁy neld or usged in
connection therewith, to the wells wiilch are being drllled,
reworked or produced therson and to the logs and drilling, pro-
ducgtion and othser racords pertairling thereto. Tach KNon-Opera=-
tor shall also have the right to roceive, deliverod to such
Kon-Operator's reprosentative at the well, samples of all
cores and cuttings of sufficiernt sizz to bz of laboratory
value, and copies of all Sohlumdberger and other slectriocal
logs, and of reports on any and all tests rur on any wells,

Section 9. Insurapce: Onerator at all timss during the
drilling and/or oporation of the loased premises shall carpy
and maintain in effect tiie following ingurance applicable to
all operations cornducted undor ‘this agrcoment, except to the
sxbent tiat, upon rscomsendation of the Operator, all Hon-Opere
ators shall appirove the elimination or modificatlon of any

guch insuranca:

1, viorkmen's Compensation andor the lews of the Stato of

2. Ftublic Liabllity ard ¥Troperty bDamage, with llmits of

not less than 3100,000/3200,000 ard 3100,000,

3. Ahutomobile Liebility Insurance, with limits of $100,000/
¢200,000, and Automobile broperty Dumapge lLnsurance, with
limit of 10,000,

4, Owner's Contingent or irotective T.iability, with linits
of not less than 325,000/:50,000,




5. Iire Insurance or tho actual valun of the installa-
tlions and porsonsl cropurdy subject to fire lossg,

6, Vilrdstoma, Tornado, etc, with limits of the nctual
value of the instnllations and vorsonal prorersy sul-
Ject to tie Joint ascount,

Al) other insurance purchaszod shall be subject to the rrior

~apnroval of Non-Oporators Operator shall subalt to a hamed

nominee of lon-Obverators” Ubftifiﬁﬂtﬁu -5 dnanrance in svidance
of thie above coverare, Such certificates stinll spepify that
In overt of carcellation or material c¢hianpe ir covoraroe, at
loast ten (10) days prior notice will Ve siven seid non nee

of Non- Operators,

Section 10, Taexes: Unless othervise arranged, oach None
Operator shall render Tor taxation such Isn-Oweratov 8 inter-
est in the ]edse(ﬁ) and pay such hon~0norabo"'s own taxes, and
Oporator siall have no resnonzibility with 1.‘6‘31300(3 theyreto, .
Operator ghall, howevesr, ny and hatge to ' the joint account

all production, severance, sathering and other like tazes,

Section 1l. Lion: Operator shall have, and hereby is
oxpressly granted, a Ta lian upon the interests of each Non-Oper-
ator in the leas ls) hereof, and in the wells, oguipment, pro-
duetien, nroceeds from production and other nroyarty relatinp to
or used in connection with the operations on the isasad pren-
ises, to secure to Operator 3all suas which may become dus and
owning by such Non-Operator under this agreoment. Su6h lien
nay ‘ae enforced by Operator in the samc manrer es any othex
}ortgabo lien, and auch remedy, as well as any other right and
remody of Oporator horeunder, shall be in additlon %o, and not
in limitation of, all othsr rights and remedies which Operator
may have or enjcy under the torms hereof or otherwiae, at law
or in eaulty, _

As fuarther security for the sums which may'bGOOW“ due and
owing hersunder to Operator, cach Non-Operator®s iuterest in

‘the oil, gas and other hydro-carbons produced from the loasid

premiqos and the proceeds aocruling to such interest.

Ho purchaser or other person, firm or corporation purchage
ing, storing, handling, tranaporting or otherwise dealing with
the p?oduction from the leased premiges shall be required to
take notios of, or incur, any 1lability to Operator on account
of such lien or the assignasnt of production and proceeds

hereln made£ unless and urtil Operator shall have given notice
o

in writing such purchaser or other person, firm or corpora-
tion asserting that a Ilon~-Overator interested_in the leased
prerilses has failed to ray the amounts due by suoci: ¥on-Opsrator
hereunder, Upon receipt of such notlce, such purchaser or other
peraon, firm or corporation shall be authorin sd bo nay over 4o
Operator the proceeds duc and payabls on the irnterest of the
Kon-Operator nased ln such Fotice in rroduction frowu the leased
premises, wlthout oblijation to look to the application thoreof
by such Opesrator, and the roceirt of Gperator shall he full
acguittance and diaschargs of the amounts so paid,

Seotion 12, OSurrender and Abandorment of l.eases and wolls:

If any Non-Operator detersines to surrender dr ahandon the
lease(s) covered hereby, or any of them, or any producing well
which nas coased to produce, or in such HoneOperator's opinion
18 not producing in payling guantities, such MNon-Operator shall
notify im writing all tho otlior FNon~Opsrators of such declslon,
kaeh hon-Operator receiving such notice shall have Cifteen (15)
days witnin which to elect by notice in writing deliverzd to




GHY LON=UpOLrabor giviig, 5Hvtics UL SWiTUnAor or avalkGiEisni

whether stoh Fon-Oporator will Join therein or will nucept

assigunent of such lease(s) or take ovor such wells. T all the
gtlier kon-Ornovatorg deaira ko nepant guen aaalenamaent thay sahall -

Weane

noquire reagoctive intercsts In tho intersst assigned praportion-
ate to their aroresald rospective CO=0Wners ship inber“,ts in the
leasehold ostate, If bthe accepting Non-Operators be less than -
all of the other Fon-Oporators, they shall acqulre aqual propore-
tinns in the irtersst assigned, unless otherwise agreed boetween
thems ID any Non-Opsrator receiving notice of surrondeyr or.
abandonmient fails sco to notify the Non=Operabor giving such
notice, such kon-QOperator shall be conclusively decrmed to have
eleoted to Join ir such gurrender or ahandonment,

If all the lon-Operators elect to join in sueh surrondsr or
LS St
surrendered "ard abandoned and Operator shall eordeavor to remove
and recover all salvapgeable materials and 9qu5nreut orn or uaaed
in conneotjon with such lease(s) or well,

- abandonnent, suoh loasgalg) oy wall. sy the onae mav ha. shnll he .
guoh lengselal or well, aan A mnae may ha, shall b

The forogoing ,ssipnmort shall transfer zrd assign all in-
terost in the lease(s) and in tho equipment  thereon, or, if
only in regpect of a well, shall transfer and assign all inter-
est in such well, the )roauotion theorefron and the equipment
therein, and the leaoe§s) insofar as the same cover oll and oil-
rights Iln ard under a tract of three hundred twenty (320) acres,
gitilarly located, or in and under such tract as accords with ‘
the well syacinb patturn in the field if it be different than

said 40 aore and 320 6.31‘0 unite ”"‘*L""'f"‘!“l"-
f

Agalnst such essipnment, the assigning Lon~0Operator skall
be relieved from all obliixtions thereafter (but not theretoforo):
accruing under this agrecment in respect of the interest assigne
edy ’ :

Section 13, Asgsigrment and Parbition. Any nOn~0perator
may sell, transfor, assign or mortgags all or any part of such
Non~Operaterts irtcrnsb in the lease(s) covered hereby. It
more than one leuse 1ls dovere¢d hersby and the sellling Non=Cpers
ator sells, btranafers, assigns or mortgagss less than such Ngn-
Operabor's entire 1ntor¢st %n a1l the leases covered heroby, the
intercst so disposed of di:all be a uniform undivided intervst
in all the leases covered horeby. ¥aoh sale, transfer or assign-
rnent ghall be made subject to khis agreement, and the purchaser,
transferee or assignee shall assume all-tho obliguhions of tnis
agreosont and shall be resporsible fer and bear, as a co~ownor ‘
end Ron-Operator hereunder, such party's pro;ortlorate part of ‘
all costs, axperees and liabilities oharpeable ard charpgod to the
joint aeoount horounder,

For bthe purposes of this provision, the purchaser of Inter-
esbtg in the leases ni a forzclosure or other sale through courd
process shall be considered a purchaser, transferes and assigneas,
but the Triestee under a Mortenge and Deed of Traat shall not be
raquired to assume or undertake such oblipatiora vnless srd until
stch Trustee giall have acqulired such interssts on a sale thero-
of upon fToreclosuroc,

Darirg the term of this agreescut no party hioereto shall
have btia richt to puartition, by sale or otheriise, the loase(s)
covered  hieroby, or the area covered by sach leu,efs); provided
that & sale, btransfer, assignment or nortr' g, oade subject to
tliis agreo;ent ard in accordanceo witit its terxs, of all of a
party?s interest in the lease(s) covered iereby, or of an un-
divided portion t.ereof throusihont the 36110, si"all rot be deored
a partition,
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Section 14, _tosponsibillty - oP tartieg: It 1g the express

‘purpose and intontion of tins parties heroto that thelr ownership

in tho leaso(s) covered hero by and in the leased vremises shall
be as tonants in cormc.on and it is not tiie purpose or intention

of this instrumant to oreate, and tho same ahall novor be-ocon-

gtruaed as oreatiry a partnershlp or other rolatlonshilp wiareby

any party horeto shall be held for the acts, cither ol omission
or commission, of any party or perties hereounder,

Section 1. Torce Majeure and ieprulatory rodies: If any
party hereto is rendered unabls, wholly or in part, b, force
najeure or any otner ocauso of any Kind not reasonably within
such party's control, to perform or comply with any obligation
or provision of tihis agree,ont upon giving notloe and reason-
ably full particularg Lo the. otnor narties hareto. such oblia
gation or provislion shall be suspended durirg tne conbtinuancs .
6f the inability so cousged, and suoh parsy shall be relieved
of liabillsty and ghell suffer 1o prejudice for fajilure to pare
Tora tha same during such period; provided, tha obligation to
make paymonts then due, or wiiich may bOCOdu .due, horounder shall
not be sugpanded, and bthe cause of susponsion shall be romedied
80 far as possibie>with reasonable dlSpatoh.

This agresment siiall be subject to and tie partles liereto
shall coaply with all Federal and Statse Laws, and all valld
orders, rules, regulations and directions of any duly constitut-
8d authorlty having Jjurisdiction in the premisos, :

Saecotlon 16, Title: In tho event of loss or fallure of
title to bthe lemse(s) ocovered hereby, responsibility of each
party iiereto interosted in suon leage(s) shall be gseveral, and
rot joint, and shall be limited to the production or oroceeds
acoruing to such party's interest thersin and Lne royaltios

attributable thsreto,

Section 17, TYerm: Subject to the brovisions of gection
numbored 12 hereof, this agrsoment siiall remain in rfull foroce
and effect foxr and during the term of the loase covered heraeby,
or the term of ths last of the leages covored hereby, and for
the full term of any renewgls or oxtensions of samg, whether
by production or otherwiso,

Section 18. Hoticeg: Any notice, request, demard, state-
ment, 0ill or othor communication provided for in this agrece
menb shall be in writing, and shall bo desemed to have been given
or deliversd on thc day ma‘led i placed ir a postpald onvslope
and Adoposited in the Unitéd Otates Yail, {firat class, direot-
od (until changed by written notice to tho othors}, {r address-
ed tc the Operabor, as follows:

Twr

I

7 i Lion d 8o & . L]
<88 OO Op“““vCES FEVVL{LEN and Doswel Ly

718 f*irgst Iational Rank Duilding
Jallas, Toxas; and

Tim G. Lowry, ‘
130 South LaSalle 3treet
Chloago 5, Illinols;

and; 1f addréssed to any Mon-Cperator, at the address listed in
the orening paragrapi hereof, or abt such obther address as the
lion~Operator shall lodge from tico to timoe with the Oporators.

Section 19. Agbitreation:. Any conbroveray arising nereunder
between Oporator and lion-Operators, or between Operator and any
lon=Operator, or betwcon individual Non-Ogperators shall be sube-
pnitted to arbitration by a bouard of tiiroe(d) arbitrators upon
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tha written regqu:sst ol the party, or mmrties, reouesb::p arbiira=-
tion, whieh request shal) name one (1) arbitrator,: . L

The pariy, or »arties, reco;v1ng such roquest shell, within
ton (10) Qays thercafter, by written notice to tie othwr, or
otiers, ooncerned name the second arbitrator, or failing so bto do,
thhe seoond ardvidtrator shall be appointod by tﬂa juage senioxr in
service of tho Ynited Statss Distriet Court for the Southorn
Diastrict of Texas upon roquest of the party, or parties, instl-
tuting arbitration herecunder,

T™The two (8) arbitrators so anpointod giiall namo tue third,
or failing so to do within ton (103 dnys after appointment of
ths gocond arbitrator, the third avbltrxtor nay be appcinted
by aald goentor judge upon reaquest of any sarty (o the arbitration,

As regards natteyrs concornirg accounts ox accountinb hero~
under, the arbitrators appointed shall be lndepondont certified

publio accountants who practice ai} and gas accountanoy.

The arbitrators so appointod shall promptly hear ard‘det-
ermine, by the concurrenco of at leust a majority of -them, She
matter or mattare in dispuss, after writbten notice to the parts
ies ooncerned of tho time and piacge of the hearing, at which
eash party shall bs entitlsd to bhe neavd “and stall render trelr
written descision within sixty (60) dayy after tho appointeent

of the third arbibrator.

If within said pariod a docisian is not rendered by the
Board, or a majority bthersor, such pending arbitration shall
coase and dotormine without prejudice to the right of any party
thereto %0 procead anow hersunder for asarbitration of the sams
aattér or matters in alspute, v

The deeision of tho arbiirators, or a najoritg +harcaf

" aliall bo final @nd binding upon the parties Lo tle arbitration

asa to the matter, or matters submittod hersunder for as *bitration,
and suoh p;rtiea, and each of them, shall abide by and oomply
with such declsicii (as to the paymenu of money awards or obher-:
wige), and judgment may be enter“d on such declision in any court
having Jurisdiction,

The exponsas of arbitration, including reasonable comione
gation to the arbitrators, shall bo borne or shared as the decis-
ion of the arbitrators shall diroct, '

3eoction 20, Earties and Succesgors in Interest: The terms,
provisions and conditions of this agreement shall axtend to, be
birding upon and inurs to the banefit of the partles hereho, '
their helirs, exscutors, admlnstratorq, succegsors and-asgssisns,
whethor by operation of lavi or otherwise, and shall constitute
g covaenant running with the lards and laasehold astates coveroed
thersby.

Section 21, "Bxecubtion in Countervarts: It is contemplated
hat thieg agrescent may be aéxecuted in numerovs countarparts
and that no ons copy need have the signatuces of all Lon-0pere
ators so long as all Won-Oporators sign at lsasgt one countor-
part origzinal that is also zirned by tho Operator,
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\ _ S5igned, sealed and delivored as of the day and year first
o ©  above vuritten,

‘1‘ 0””0 ﬁ. D ;FJIJI
TODD . » ':'P'FYCHUU ana-
TI¥ G, LOUWRY, Operators,

By Tim G, Lowry (SEAL)

. {sBAL)
STATE OF ILLINOIS )
, ! 88
COUKTY OF COOK )
Before me _ Laura L, Harris , a Rotary Public

in and for the county and Atate alforesaid, on thid day persone
ally appeard .

g TIY. G. LOWRY -
‘known to me to be one of the persons whose names ars subasvived
to the foregoing lnstrument, ard soknewledged to me that he oxe-
cuted the game for tho puryoses and consideration thereln ex-

presgad, \
Civsn umder my hand and seal of office this
day of . , Ae D29 .
‘ i - Laura 1, Harris

Rotary Public, __ Cook County,

I’linols

Ny cammission expires dan, 26, 1953




EXLIDLIT AN

SCHEDULE 0F 13ASHIOLTD USTATHE

gE-1/4 of the NW-1/4 and the gi§=1/4 of the RE-1/4 end
the 1=1/2 of the NE=1/4 of Seotion 20, Township 20
North, iange 6 Vieab, N.V.P.,., containing 160 acres,
rqore or less,

g-1/2 of the SE-1/4, Jeotion 2, Township 26 Korth, Range

6 West, N.M.P,M,, containing 80 acres, more or less,
G e aolng a part of tie State of Now Nexloo 01l and Gas
Loaso HO. 1-291.

N-1/2 of the N=l/2 of Seotion 16, Township 26 Morth,
Range 6 West, N.M.Td,., containing 160 acres, azore or
loas, and velng & part of the Btate of New Mexico 01l
and Cas lLeansoc No. E«29l. A - : ,

e GW=1/4 of Section 18, and MHel/4 of Seotion 22,
Township 26 Forth, Range 6 Wost, Wil ePe, containing -

%20 acros, more or less, and b"ing_United Statos Lsase,

New Lexioco No. 03552

West L/2 of Section 34, pownship 27 North, Range G
Vesb, NPl containing 320 acres, @ore or legs,

‘anpd belng United States Loease, Santa Fe Lo. 079210,

subjeet to royalties, overriding royalties and oil
paysments aggregating inivially 30%. :
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Thio Agrocaont ortorved inte thin _/5 74 day of e,
1950, by and bobween 10D M. 3V ETIGCTARG TS T D0 AL,
718 iragt latlonal Dank Bldde, vallag, Toxas and LTI Gl LOURY
of Zohert, iatorgon & Loewnliy, 135 30, Tasailo Utroot, Chioapo
(3), 1llincis (horoin at timos colloctiveoly referred to ap
"Oporator”), as rertica of tho Cirst part and aT1aRY I, TaE,

% Parx Yotor Sulos Company, 18000 ioodward Aventa, Dotrolt
RMlohigan, DAVID C. BATUD, 05 Broadwmy, How York ¢, Mow Yorﬁ,
WILLIAUG hie COLVIN, Jde, 420 Lexington Aveonus, low York 17,

Low Yorle, W LIAN P, BHYDIR, Jile, Honvy Ve OLivor Bldg.,
Pitteburgh, Ponnaylvania, HEBGY SGCANTOGOLGH, ¥irst Fational

Bank DBldge, Chicugo, Illinois, Toao Le DIDITY, ¢ leGell dtudlo,
Culver G?cy, Calirornia, 'YHCH S4 FOX 5 U=Cal! tuddo, Culvor
Ciby! Callfornia, LOULL L, VAY R, Truasteo for Suzunne llayor

S VeGelt 5tudlo, Culver Clby, car}rornia TOPA VAYER, O VeGetld
itudio, Culver Clty, Cnlifarniu; DORR,S&SARY, o VmGell Stedlo,
Culvor Clty, Callfornia  DEPIAIN TAU, 0 Vel Gtudio, Culver
City, Calirorpia, HOUALD STUICKLING, ¢ vat-¥ tudlo, Culvor Clty,
Caliﬁornia, s GosTL, miverini-Tntorrational vloturos,
Univorsal City, California, ’

{(horein at tices referred to oolloctively ngp “Hon-Cpsrabors”
and geverally ac "Hon=Oporator'), as rarties of tha goconrd purt,
SLITEB 20820

.The partios of the gecond part heretoforo have acauired
Gndividod co=ownorehip interests, in the veapective porcante
ares sot fortk below, in tho fotal loasohold working interests
coverad by the oll, gme and nineral lsase(s) dogeribed in the
seligdule horeto atbtached, mersed “ExhibLit A" nnd by this ree-
forenve nado a partt horoof. %ho parties of the oecond part
ay horsafbor acquire undivided co-ownorship interests, in
gald resizeotivo rercentages, in tho total loaschold worklng
inberosts ocvered by other oll, gas and ninoral lousesi and
any sucht undividod co=ounershlp interasts haveaftor acguired
shall horoby bo dooned inciuded in the leasehold sgtate hore-
in referrod Lo with liko effoaet as though the oll, gas ard
minoral loesos to witlch bheoy rolote woro dosoriveld in oeid
“Lxhibit A" horetoy and the prosent or any futuro Oporator
i hereby authorizod and ompoweoerad, in the nanes and on bge
half of the partion of the sooond part, to oxosuto such sup=
plenont to this sgroccont ns may bo nocossary or appropriato
to cont'irm tha inciusion of such aftor-acquired intoroats in
the lonpohold cotato. The gum of auch eo=numorshin intecasts
ig at tinog roforrad to hworelin as "Gho loasehold satato”, and
tho lund{s) covered by sald leasos(s) as "tho lensed nromisos.?

Tho aforonontioned co~ownership intorests now nfe indive
ideelly hold opd owned by the partios of the nccond nart, as
Tolliovs: .

Gtanloy J, Topp «

3/8tha, David ¢, aird - 1/8th
Girian ff, Colvine 1L/16Gh,  Uillius v, Dnvder, Sr. «1/16th
Yonry Searboroushs 31/186h, T, 1. Gidney - 1/3%nd :
VYOO e FOXK - 1/52nd, - Touly e Taner - 1438nd
Lorora Tayor ~ 1/onnd,  Dore lcLary - 1/16th
Denpjasdin Thaa - 1/%0nds  Douasd brlekling -1/38nd
villiam Coebz - 1/166h




Tho partioos of the accord pavh hiivo oorood Ghnt thole

- rogpootive, go~ownorshidp Intorests alorvsald shall bo subjoot

to thias aereoront, » nd that Cho lotnsod sroilson ginll Ho Oxe
plovod, davoloped, (alntuirod wd oloratod ln acovrdarea with
tho nrovisions horoot,

J.ow, thoroforo. in gonoldoratlon of o cposinss Gnd Lho

gl aprooaents ioreln cortalred, tho rartiea horsto have onreod
ng Lfollovis: : '

Gaation Y, Intscoobs oi Ghe jaxlicy: Whe raspootivoe 00=
owrership interssty horeundesr irdividually hoeld and ovned by the
partics of tho scooond yrurt arce as alforasalde “=ubjoct to tho ‘
provisions of saction 13 hexcofl, such partles shall oun tho sono
rogrootive Intoreasts in tho o0ll, es and othor niporala prodteoed
fron tho loasod prenisges, and shall baas ard ray 4im 11ko propovre-
tiong the conts, oxpenses and liabilitles ircurred In tho ox-
plorntion, dovolomment, oporation end acoirtonanco of sald pro-
niang, whicn are uyopsrly chavpoablo 6o the jolnt account horge
under,

Saction 2. Qporator: Tie Gporator hereurder, subloet to
thoe torrmg and provinions of this agreoncrt ard tho 1initations
horeln sbated, shall heve excluslve charge and ocontrol of tho oxe
ploration, devolopmont, oporation, malntenanco and managoemont of
the loased preamisesa, and of the Joink account proporty and eqllpe
mont theraon and of a1l dolint agocunt wolls holoone Sush Opere
ator shall perform and oarry on guch dutles in accordanco with
oot 0il and pas £iold practicos, in ths intorest of Non=Oporae

tors, and as ah ordirarily prodont operatoy, uvut shall have o

rooponsibliity whatover to Don-Uperators for orrors of judgnent,
On notice to any Oreraiss horeunder given at any time by Kone
Operators owning o holding 65 per cent, or rore, of the loGgo-
hold eatatae, or thelr nomineo, sueh Oporator nay e remnoved,
and @ now Upbratoy appointed by Lo lop«Luvorators givings such
notlice oi' removal, v

Ho long ec Todd M, iottigrew, Thomas ¥/, Doswell and Tim
(o Lowry aie the Operators hereunucrs

{a; Oporators Fettizrew «ind Doswoll shall have exclusive
authority and obligation ns sutborized hsreupder with
rospoot to all flald opoxations and Gperator Lowry
shall have no resiponsibility with rceerect theroto
providad, however, that Pottipreow und lioawell shail
not oxecuts any Arilling or other contracts rolatine
to tiw leased presisen untll ths sane hnvo bdegen appe
rovad by 10WrY,. ' ,

(b} Operator Iowry aicll have exclusive authority and

obligotion with ronpeot to keopling Looks of acoournt,
caking cells upon She NoneOperators fop fondes and
reoolving and disbursire the dgame, provided, howevor,
that Lowry shull make no dlsbursesonts oy {nvotces
for matorials or servicss Gnbtdl Ghe gome have teen
approved by aithor Poattinrvow or Doswoll,

{a) 1lotbiprev ard Dosuwsll ahall he roizbursed by Lhoe
Joint acconnt for hinp nocesaary siponses {(for which
ho ghall subnmit conthly stmtomonts§ bttt 2coclivo
nothirg for nls porsonal sorvices,

{a) lowry shall bo roimbursed by the jolnt ancoount f{or
hin pecesunry oxponsos urd rsasonabio compensation
for his povvices, for which he shall sabnlt oconthly
atubononta. '
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3 | 1ROy entbnls angd poynlbicd
: vosoins que @ payaﬁlo unaor tiig ot {s) denoribod
oo n. and in rapped of whioh provision {for puymont thoroot .
has nob obncrniac bean.mado, ahall bo padd Oy ppoxator ard

) no joint 40000V e grarator S arorcino aill-
Foneo in rogroct o such yayuants yion (0, FRTRRY Annll not bo
13ably bO ﬁon-Oporubors Loy uanoidnble o urirbontloral roil-

uve in pogpoct 1 oredle

ard, oy tbiods

ﬁo-ﬁon-ﬂperator ~nall Lo 1n any WY polansed or roliovod

S PAnE gueis ﬂonnoperabor's proporbiatﬁto gharo of rentals
Lies axcend yhab ahobld Lo othov ‘ > or

s Lo TR such non-pnying ton=0p
share ppainst & 5 aont to Whe pay AN fon=Gpevt
Operatoru of vuc! ﬁn-paying'lo Py 1ntorast |
1oasad premises phon, on_yayﬁent Y gl naying o
N0n~090:abors of such non-puying ﬁon»Oyerator's u

nonepay i Eonwcperabor 15 horoby relor ;1150bligatloﬁ in

t bhereof.
ot

rounoo
sootion e sxploration and 1oy eloxids.L
Operators'owning Ha Lor cont © Ho 1oasohold ostato anall note
DB narator AN wpibing of thd aeclslon of sucn'ﬁopeepavators
- hlal Lash woll oD the 1oaged ;POmisos, Qpora=
ogerabion for Lhe joint

vy >
to dr‘hl’ LHo DA U
vor atoll undorhore ard carxvy ot guoll
aooount and ob Lo joint nApense 5C all the Kbn—epe?ntors.
gubject tn bthe hmnedintaly 9reoeding 9aramraph, no woll
0L s nor shald any opera%iOﬁs for deoponings ro-
ip the gamo or & airrorent
Opar&ﬁor on
iS¢ nooounby

qnall Lo Qridavhs
1eblng 8Ny wol
ator O¥F any bFop-

horigon
tna_Lcasod prom&scs ab |
vo or wfber the aisoovery 9% oll
i it thoutb Lhe

yorning oF recony
o undortukcn, by bthe ¢cpey
oinb OREONGO or ot Lo JoLb
£ or &8 1n payind quen=

oonscnt in writing
aighoud aconaent 0oy

prior .
titios on Lo yonisod prcmisos
n L0 O g, XCOT Lang Operator
oy wol), on Wi 1onpaet promisod
LY 4 n anllod O noffe

of all lion=UnBTeFoT s
' josnt agoounL iy
4 oralnafe (noraas: %
n hag & QoHEINGn

pill ¥OT¥ ho

roquired L offeat OF prove!

peb wollt) by any wo 1ocatod O g Joudi, whio

voundeliy pino OF ¢orney Hith the 1Lanset pr'nison. or any ObL-
Cqndoh forng v ocnsidoratian for Lo acquisitlon

promiaau.

Fon—&perator, prior 0 OF

oll or a8 1 paying quanhitieﬂ on Lhe 1puaed prov
s any arirling, coworia® o roconpl

nob obnomilet hareinbaforo provided4£or, gsneh Yion=

* o nll pha othol 107 pators writtoed

3 ure and propased»

ationg, I
g Qpera or apnll #ive ¢
notloeo e suoh doclnion, IR y¥ed
1ocation £ bthe oporebiol, Hno pfobosed denth of pomplotion
or ~aconpLablon, ar Aatailed autlnabo ot tno ooub thorooly
and aballd Cornioh oporatioy Lith o eonY op wuoch noticse
PALONSy aishin 90 days afver guoh
: gyallon, tho

gther Von-~upe

aolocth bO parblciyﬂtc jn suei 09
1y to uwndortaken ard carriod out oY

o joinb accound ald ab the joind exporse O

Lho ﬁon-OPexators. ™me falluro of any ﬁon-Oporaior o &

notico purauunt Lo Lno succooding paracrayh jareofl shall O

oonntrued as an unoouditlo&al aloction 40 purtioipube

opsrabion.

¢ all phe
notico Lo Lhom,
oporabions pxopoged ghn
gporator for Ul

ANY IOﬁ-Uperat
witisin gaid 30 aay usrlbd, not bLH ¥
naraby {;roos ghab Ui purﬁlciputing Lon
¢00 hrbltled Lo Poeeive, and, any
gl non-,nrticipabiLg Eon-Ogerubor

op, 6LoctinGy by
Ly arbicipatbo in \
oy BOroby bo=




thorowibh, suoh non-narbjcilﬂtinz ton=tperabor will do apd pore
fora sueh acts and things ag shall onublw such wqrtiﬂinating
FHon-Oporators to roosive, in rOgDGOtiVO neonotions giulivalonb

’ta”tDGWbcéyocL;vo propoctions off the tovul coutu, oxponsos and

1invilition borno and pudd by cach of tror in rosrcoobt of suwch
apceration, all production, anrd proveedy Lherolros, novrvfng

to such nor-participatlog fon=Cparabonrts irtc::uu In thie proe
duotion from the woll in rus;oot to which swe non-partlolpne
tion relnbes, untlil guch particlpating lon=-Oporatorg shall

have rageived Tron such interest (1) production haviry o valuoe
currently a9 produccd, or prbePdL, e(t*v*lv“t in bthie apgropate

to Shrao (%) Binos ar wwount egnal 6o ho roasortiorato gurt of — — 7

all copty, oXpansds and 14ﬁb1litieﬁ incurrod in such oporation
whioh would have bney borne and paild by gueh poh—“uvhioivatinp
Non=( arutor\if aueh 0n~0““?ﬂr0P had narticloetad thnroin,,_
ard (i;) such non-h!rbﬁuihﬂtipg ilon-Opsrator!s pro rata part

2 the operating and mainteonance cost and oxponsges of gsuch
well during tho pariod roguired to cffoct,paymenb of tho
anount such partieoipating Non-Onerators ars entitled to rge
goive undar tha above clause (17 If and whongver suoh narte
folpating Non-Oporators shell have rocoivod such anounte duo,
such ‘wall and all equipmoent t'"roin shall thoereupon be ard Loe-

- gomo n joint neeount wall grd proparhy, und such honeparticle

pating lon-Operator shall theroaftor réceive suoh 1on-000rator'ﬂ
intorent in ofod:cfior and prooseds frog such well ard own suoh
yone0poratorte fntovest In sueh sgulpnent,

Qporator, prooptly on rocalont thareof, shall furnish tue
obher hon—Uisrator it gonlies of any suveh non-participation
.obico, aond #iall andertake ang csarry oul ti:e aronggad Ooporae- .
tion whon and as instrected so to do by tho participating Hone
Oparutorsg, and chargo tL .2 rogpoegtive wecoounts proportionates
ly a3 diraobeﬂ. ’

Leab*on Se Yamobinr of Iroduction: I'nel NoneOperator
at any tico and fron Limoe U0 Glmo shall havo the wight, and
sach HoneUporator heroundor horoby rogoervos tho rclght, to take
and regeive in kind auch FoneOpavrator's aforvesaid shars of tho
04l, pas or obhier hydroocarbons in place os produced ard saved
fr = the leagsod promisnos, o personally Lo soll, or direct the

le of', the sumo for such RopeGporator's benofib., AL suoh
timos as such Eonnugﬂ"ator doos not eithor Lato such lone
Operator's aforasald shure of the oll, gog or oblicy hydroe:
carbons produced and snved frony tho louzed promison in kird
or reruondlls soll, or direct tho sale of, some, tien Oporator
18 hworeby nuthorized Lo soll, arnd sholl ¢ 011 tho aane, sube
Jocet to ravocatlion of sueh avthority at hi ) urop wrlitton
notice LY such Yor-Grorator to Ouorator, o o financlally ro=-
srondibla purchasor selocted by Cperalor on tnrsn that are, in
bho 0p1nion o0 Operutor, tho post Javorsblo that are obtalne
ablge, »rovided, houwever, that Oserator stzll @abe no congraot
of sale in respoct thereof wiici: will oxtand for a neriod of
tise lonser than a roagprable seriod of time whileh ig conoiste
ort with the sinlaum neods of tho irdustry undn: the clroume
atancos bub which in no ovont shioll oxeoed on (1) yoar. Saoh
IWF*C)GxaLGC, upon roiuest of G.orator, shiall oxceuto and
doliver apy and all u*visiur Ardess PGRJJH“" or appropriabe
for tho offuctuuuion i suel: saloy by padator,

any ton-Uporator, sluebing Lo tulo such Tor-Gporator's
aforesnid oiare of the oll, cas o obtiier hydrscartonns nroducod
ard saved fros the lsaged procisos in kird, shall furnloh, ot
Lha gole onrarue of auch KonaOporabsr, ateh fneilitios aa noay

bo recopssary to offuvet division ang & -nurornyb Jf, and o ree

colvo, baz as:¢ on or bofore tho Ldte Tixad in suel lor=0nora-
tor'y notice bo Uporotor upon which deolivory in i:frd is 6o be




T

~salvaging naterlal from, the Jo

comvioncad, atd saall boar all oxbrs o erao yrearrad by wupolte

tor dn caklns suelvdellvory,

Tie Lororolne rirt« Lo any JoneLporator to teboe in Hird
My nod L oxorcisad or onjoyed by such MoneUoorator A and
whon asuch RoreOperator 1 oy tecorann in dsgault in vasnaot
off any gagnsnta or anstnts ourad by auch Hop=-Uperator urdor
this agrec ent, and wien and whilo guch dofeult oxisgts Uporas
tor may dooling or conse saktding delivaries to or for the

ES

shinrae of tha production in queation.

“ageount of such Yon=Opgsrator of sueh one-dporatort's aforescid

Should any M neOrsrator, oxdrolalng such right e talio in
kind, fall to furnish facellitles, or not Sale delivsry on bho
date fixed in $ho above nobles to eporrxtor, tiien suoh notice
shall boe vold and of no errocis,

Jootlon 6, Contraots and ferviceg: All wells drillsd on
the leased prenlses for the Jolnbt account, including all facil-

“itiss and irstallations for storing, hardlinpg ard trarssorting

production in sonnection with produeclrg, saving ard narketling
he same, shall be arilled or installed on a courobitive oone
tract basis, or abt pricea and unon toras apnroved by Ovnerator
and all of the Hon-Opcerators. If any DaneGoorator shall not
gtate In weltirg to Opspater within (10) top dayg steh None
Cperatortg dlsapproval of prices or terss stubted Lo suoh Fohe
Opuratoy by Oporator for asuch oparations or inatallationg,
respectivoly, (wher rnot on e compstitive covbract baale,? 1t
al@ll be ooncliuglvely presumsd that sach Do)n=Oporator apovroved
tilc sang, :

21T Oporator undertakos Lo norfora any such WOIK O S6IVe
ices for Bie Joint acoount or farnisheoes nny of Onerator's
facilities in oconnaction tusrawith, Ororator shall perfors suoh
work and gorvicog as a indopendont contructor and or o conpilde
aratisn and upon the same Loras Fsnorally srevaiiing for like
work and gervices in the aran, and shall furrieh auch facilite
iea on the bLzsic of thelr reasorable rorntal valuo, :

Soction 7. fcoountling, Bllilas, toayaert an
Oporator aball- incur for and choerge to Gh i §
tina NoneOnsrators interasted in the leasged gremiaes, as authore
1zed hereunder, all costs, exponses and liabilitics lncldert
to arilling, testinrg, equippingi completirz, abandoning and
I

t acoount wolls drilled on
the leased grosises, or inourred in conroction with roworhing,
deorenlrs or ro~odnpnleting onorations, or in acqulring, oreots
ing and installing all nrorerty, structures, satboring lires
taniig, troating, mcasurice and obhor £acllitien and oquipmon

‘necasgaesy bto onarate ard ~alrtalin gush walls and earry on sush

opovations and to produca. save and market the producblon thero-
fromn by delivery to the urehassr in the Tinld or feosn She
lanas tanks wbhoreever sltuatod, Cporator sinll Aalsd cliarge

to suely Jolr$ aecount nll othar costy, dxpanges and liabljltios
autinorized to bo ilncurred hursundsr in connastiorn wit: the
leaged promises or tha loasohold interacsts, (%ueh ehargos to
the Joirt accourt ard matters relatirg to tho accountd np pro-
coduyre bhobweon Cpesrator arnd lNon-Grorabtors s all bo ~overned

by the oesovisiong heradl? acd of the Accountire Prosedure [0ro= .
bo attached, rarked "Hxniibit U, aid by Lhls referonce c:ado a
part hoereofy ard, oxeert sz otheraise provided “ervelir, billlng
by Cperator and naynont by MoreOveratorsg shall alas bho povornod
by tiwo applicabls prrviasiors of anld Txnibit o,)

ixeoepd with rearect to Costs, osvonsos and liabilities
aubhorisod Lo LY 1reUrpod hworeunasy as providad in tha forge



Y

- Ororator the amount restosted ot lcust Live

“d“
colng paragrag h and 1n otiwor seebtliora horoof, Gporator sall
not lncur for or charga Lo the Jolirt nocourb uoqto, oEPenson
or liablidtien in con:o<t5-n with any "‘=;? project, or iten
of oagltal Invostoont, In excess of Flvo luuauta (\o 0G0 400)
DoJ}arﬂ without tho writton consert of cuol -1-0'ﬂ1nbor firot
obbawxu( i, howuvnr & onrojoet op fnvostiont 5 6o avprovad,

0"61"1b\)l‘ {.d\; 1; O x\p Lklr‘“"'ﬁ ta thO JOi “t} "(‘.OP‘UJ]L “;3 («O‘lb‘i,
oxponses and kiﬂhx‘iLJ ircldert to such nrojoet, lnvestnont
r opgration without further ayprwvalﬁthtg cquiraﬁ.

Qut of the collacticnn rrono Eon-ﬁ'ﬂrutorm Laroundor, Onore
ator shall pay all county, exnpendos ard linbilities incurred
for tho joinbt accounte.

Operator ray nt sy time and feon- Uino U0 Lime requiro

‘cach Ion-OpcvaLor to pa' in advance such Lon=0porator's proe

portioncte part of 2ablrated expendlitures nerounder for conts,
expoenacs and Tnﬂbilﬂbic Irctrrod in connection with Operations
on, axd conftvuobian of faciliuias and agquisition of aquip-
piont for or used in gporetling, the leasod prorises for the loint
acoount, by mnii;f writton request Lor sueh advanoee rayaont
(stcbjng tho dete the oxpondituro is to bo made, gueh reauest
to. bo made at leaat twenty (20} days prior 4o sueh sbabod oxe
penditure dato,) iaoh TOr-Opnrntor 1wereby reas Lo pay Lo
?0) days Lofore

thio date the o penditure ls to bo made, and 4f such paymont

13 nobt 8o mude the amount thereol, or any unpald balqnee, ghall
boar and scch Fon-Cperator shall ray . inbtoroct ot $he pave of
33\ {65) per cort per annus wtil pafd, Adjost-onts botueon

stimatea and actual Qup oxdwtuzcs shall b¢ sade by Operator and

tue rospoctive accounts shall be adlasted accordingly sonthly,

Section 8, Inspectlion of ilecords ard Operabiong: #ach
Fon=0Opsrator, and aueh Pon-Cporator's Fopres ox%atf"ns, stall
have the rivht at 211 reascrable ti&;* to dvsypzobt and audi
Oparaterts LOO! racords ard involceo ,orLainzng to any mat~
ter of accouxting or otherwlse in resyect of the lecagsed pra-
misog or Lhe tolnt account,

Fach FopeCperator, ard suel Lor<Cprerstor's ropresontatives,
shkall, at such ?ox~0neratov's ard their visk, be entitlod 6o
avcooe- Lo the loovged promisen and «ll '"oiorév raid or used in
connoction bhorewith, to the wolls which aro baing drilled, ro-
worked or predoced therson and to Lh logs and arilljxh, PO~

~duetion and other recnrds rertnlrlpg thoroto. “ach non-0poro-

tor aball also hevo tho right bo rveecelvo, dolivored Lo suoh
Mon=Gperatorte zeyroaopﬁnt¢vo at bthe well, sacplesn of all
aores aid cutdivpe of sufliolient sizo to xo of laboratory
value, and copjoo of' il Scehlumbervyer and otiar glechrical
logs, ard of vercrto on eny ond 0ll tosts run on any wollg,

Zoction U shisurance: Opsrator nf 21l ff”ﬂs duvins tho
ariilding ond/or oreration of tho lengod rrooigos shell caryy
atg rmodntain ir offect the followirs insuranes a'ﬂ350sble o
all operations corducted under thio agres snt, excert to the
exbent that, vror recompandation of the <“e"utor 211 Jone
Gpeyrators nxull arprovoe btho 2)lrdratlion or .«Jwﬂgcntisn of
any such i.,urnnca.

le ovkmopts Comrernpatisn under Lo v of Lie ttato
of

”; uebliie 1iabiliity and (ropovty o '”’f‘G, AL 1indts of
‘noL loas tuhan 2100 +000/.:200,00C =rd . 100 OOO.

‘3. Automobilo Liabillty Irscranee, oith Lindts of 0100,000/




e

S200,000, and Attonoblila Snopawts Bhrane Ynouranoo,

with 14mit or 10,000,

4, Gunarts Contingont or Protactive Tiability, with
intha of noo legs then S05,000/ 56,000,

8¢ Jlire Trourance on tho actunl valte of tho Inztallae-

tlors and rersoral nronorty sublact (o five lossg.

8. ‘idrdstors, Torrnado, atc., with linits of tho aotunl
value of bhe Installatlons and ~avasonnl rroporty
subject %0 Lho joint acoount,

Al othor insurarce purchased nhall bo gublect o ho pxior
approval U Don-Unoraiory,  GLHorsiOY Shall submit o a4 nonad
nonineo of Pone~Opevrators oortificatos of insuranoe in ovidonoo
of tho abova oovorage, 5Gueh cexhificates shall specify that in
ovent off ouncollation o dintorial ohange in coverage, at loast
torr {10} duyst orior notico will Lo givon sald noninee of None
Onoratora,

Jootion 10, Zaxes: uUnloag othervige arrarged, gd0h Fnahe

Upuirator shall render 10r taxation stuceh Hon-Cporatorts interést
in the leaseo(s) and pay such NoneOperavor's own taxes, and
Cnerator shuoll have no responslbillity with rospoct thoroto,
Operator alixll, howevsr, pay ané chorge to tiie joint account
all.prodgotion, govoranco, sathoring and othor like taxas,

SGgetion 1le Lien:. Operator shnil have, ahd horeby is
oxpreaaly grarted, a llien upon the intorasta of cach Hon«-Opora-
tor in the lenas(s) heéroor, and in the wollz, oquipmont, proe
dustion, proceeds from produaction and othor nroperbdy reiating
to or used in connootion with the oporations on tho logsed
pronison, to necurec to Oparaltor all sums vhlich say becoms due
aind ovrling by such Don=Operabor ander this afrevmonty, Such -
lion nny bo erforeed by Operator in tho sane napner ag any
othur Mortgage llen, and steh rensdy, as well ag any obhor
right end romedy of Oporator hareurdor, shbell bo in addition
to, and not ir linmitation of, 81l other risrhts nnd remedies
which Oparator many hove or enjoy under the berms hereol or
othgruiagoe, ut lavw or In coulty. o

Ag furbhier security for the gums vhiich may becone due und

h
owlng hoeretrder to Hporator, cgeh Yon-~Opcrator Leoeby tranafors
and egsigno to Cierator stoli Mon-Operatorts intorest in thoe o0il,
pas ant obthor bydroe-carbons produced f£rom the leuned pronmicos
ahd the proceeds acertiire Lo cuel intorest,

I'o purcheger or obther jerson, Tim or corporiaiion pupe
chasirg, storing, hardlling. brensportire or otbewed oo S853508
Twith L prGduwciLicn ron Ui leased proeises gshall be required
to talc notice Ofg or-incur, any lialLiiity to Cpegator on
asoount o sueh Llicen or the aoclirnmort of rvoduetion an. pro=-
seeds teredn cade, wnleus ard uptil Cpovabor ghell have givon
rotico in wrlting Lo svceh purchuacer or othoy gorson, firn or.
cornoration asacrtings that a lNon=Opasrator interected in tho
laaged prosisea huge Palled Lo ey Liwg asounte <due by such lNohne
Cporator horoundeor, Upon recoipt of sueh notico, sueh pure
olagor or obthor pereon, £ira or corpspableon giall te authorized
to jpay over bto Gporator e proccecds due and nyshle orn the
intorest of the Vone=Grorator naned Ip ctuch Votice ir rroduction
frori the leased premisogy without obLlirwlicr to looh to bhe
application theroof by guelr Crerator, ond to recelpt of
Oporutor ghall bo full) acnuitterce ard dise of the amounto
50 pailde ‘
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caotion 1. u2rondgr and de“u wenb of Tongon and
dollar IL any lon=Uporatoy uabor' 108 Lo Jureelaon or abardon
thio Loasel{: 3 covorod %n‘obv, or nny o than, o any croducirg
woll vhdeh g ocaned fo paeoducs, oav i Suhﬁ ?ox~\nnnxtwy'n
opinion iu not v-"1~c‘va ir yc”{pr “vqp‘**i;h vl VoreOpove

abor nl.all nouixy in welting all Gha otbor ~Jpentors of

J

gueh decianion, “nch Toned m‘*"ta" rou ch:;: ol notres sball
Bove CAftean (L) ~Avs wlthiv whiienh to ailoet by notiec ip

weltine doliversd o tla twr~ovnru€or civies notico of surronde
or or atandonsert uhebhor such Don-Operator w111 Join thoroein
or will acoent asuigrroart o“ "c% zquv("} or Gnitg ovor such
woll, If ail Lie o,hov Pon-Cporators desive o accost such
ageicrnont thoy shall acouleo ‘rouuzective interasts in tho ine
toread 1ﬂsipnod “POﬁOHtLO L Lo t gty aforensid resnpeotive
co~ownorshipy indorosts in Lho leasehold estate, I tho
acconbing *on-Onaﬂ*uo;q o less Lhonh nll on tha other Non~Cpor=
atorg, Lhoy shnld sequire ojunl nroportisns in the irternst -
as&ﬁbmnd unless othorwise asreod bebuean thon, 37 any Yone
Onorator rocalivii: rotico of surrender or sbardonrent Palls

30 £ notify tho Mon«Onovabtox giving suoh na*?ce guch T'onl=
Oporator ahnll Lo conciunglvely dcared to Liave oleotod to Join.
in suoh aupryerder or abandolsiont e

If all the Hon=Upoirsbors slioch Lo Join In soueh strronder
or aburdorment, such loaso(s) or woll, as the caso say bo,
siall bo surrondoraed sl 1»4nu0nuu, and Yrerator sbnll ondede
var te removo and recover all salvegenble materials and oquip-
mont on oxr uned in cﬂnr"ct‘wn alith such 7@350{ ) or vasdle

i)

e Lorogoling agddngnnent shall ransfor and assien all

- intorost in tho Lanols) and An o oquipsont Lhoreon, or,

1f only in ranpOOo of n woll, shall Lransfor and agslign &ll
intorest in such wolld, the production Juqnﬁfrautxrd the aguipe
mont thoreln, and tho 1bn30(3) inaofar as the aane cover oll

and 0l risnts fn and ander a tract of Zorty ’f“) aoros around
tho woll, and paa and gos pighte In and ondor a ract of throo
hundrod tw, ity {B20) ncres, J¢wi.u33J loented, or in apd under
auch teact ag ascoxds with the well spneling U‘Ltorn in the rlold
{r %t bo GJffcﬂong than aulid 40 acre apd 550 wero unltés roapoote

ve“¢. ' '

"wninat suoh asslonaent, tho asaisning FoneOporator shall
ho relioved Crom sll o;’i*‘"1>'” Lhorenfts“ lhrt not therotoe
fore) acorulrs under this apraocant In pocpoct of tho intorest
againred, ‘ :

Boctlon 13. agsliannt snd cachitfon:  Apy lon-Operator
may 8oll, brarsfor, 00len of LOTLANRS ALl or any part of suoch

lon=0poratorts irbarnat (TR A 1~400(n) uo~a-04 noreby.. I
movo Lthar oro lense ig eoveoced haroby and Shae selline @ nuuner
ator solls, b uAJ“ 2gy asolpns o awrtinnos *oas then oloh
Fon-Oporator's sintlisro in w.; rob in all tho leagag covorad hevoby,
tho intorest go disposed o snsll bo o unifom undivided intore
eat in all the leasos OOVQPGJ haroby., ach auldas, brancfoer or
asgipgiaant ohall be ande sublreh Lo t1is agreenont, orsd the
purehaser, trangferes oy nosiones shall assuag all’ tio oblipne
tiong of tile agressont and ghadl be resrongidle for ard boar,
a8 & eo=cwner ﬂui Hon=-0porator seorounder, suci: varty'y Cropore
tionate purt of nll c¢osts, B2pORG0S ard Lrabitition einrgenbleo
and ohuraﬂd to the jJjoint account iwsrounder,

¢ VJQJ"P ity ourehagor of ihe
31LOgure )' D60 0ey sale Ghroupeh
sd @ rurenancr, treangforoe ard.
a Lorbiatrs ond Dead of Trusb

torastz 1o ths lnqs ab SO
court nrocoeus shnll be canu‘

¥or tao o "")"UQ i 8" n

1 o

(

ansignao, bub Lhoe Veuobeo Ule
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uhill not bo reculred to avsti or undertalzo stoh ol:lipgations
wirlens and anbil such Prosfoo el el beessoososfesdenat e bansobs
or a salo thereol upon oroclosiro.

]J;«Lix( v tcm:.z off thids usressort no porty feorolo aball
heve tha 2506 to Saarbl ‘J; Qit, b s:'..ch or obiawvadisoe, Lo loeaoo{s)
covaLet horgoa, G Gho o na covarad by suc.. "“‘“zn,; srovided
that 4 oalo, t:ans'bA, aosicoraaent or rortiuse, cade subioct to
bl ;';:: o2 .ent :‘: {Ab accosdanon Wit its bow o, of 41l of a
pattyts Intercot in Ul denso(s) covorad hwvoby, or o on e
dividad PC“tiad u;urcar Lhrouehotb the sana, siaill 1oL bo doone

Maction 143 :ux"ﬁh*14tv of tarvies: 16 1a the Qe
prosu.ﬁurgose ard intepiion of the martine kevolo that their
owna»sb-p in &g lousei{s) covored horeby ang in tho louaed

procigos ohull bo as tanants in common and 4 1o not tho ruvs
poso oxr intentlon of Lhls ingtracent bto v‘ente, and tha samo
shall novor Lo conctrucd as creabing a portnership or othioy
relationship whoroby ary narty noreto shcll be ;;Ji for tho acty,
sibiior of onission or comnission, of any rurby or rartios Horoe
undel, :

Section 16, Force rajouyd and zesulabowy %sﬁje 1 i any
parby horeto is raerdarad unabla, wholly ar In vast -
&njeu”o or any othor causc of ary kind not AvHHOL\bl" vitnin
guch parby's oa:brol, to porfow Or coily with any oaxipation
or provision of this d@lCO”“rt upon giving wobice wnd reaaons
Cably full partleulars Lo bl ow zortles heroto, such oblle
gation or provision shull be =zucs p srded durling. tiie continuance
oi tho lnabllity 3& oausoa, und suoh ,n‘ty shall bo ;Ul;GVeL

£ 1iability and ohall ¢ uife ‘no projudice fox- allu £0 G-
form Lhig sase uur;n{ guch } lod; provided, ths ODTide on to
waka payaonts then auo, or u;:c“ ey st\“c dug, hercunder
‘shail npot bo sugponded, ard the cakae of sug 7013iun uﬂull bho

venedled 5o far o ‘usui o with rewuorcble d4is vetehs

f
4
5
)
3
5
>

This agroenont duull bu JuLUect Lo and tho partles hereto
Ghall comyxw wlth o3l Paderal apd Ltauve zcuu, ard a1 volid
ordors, rulog ”c(alh tong and Alrecdio ns of any duly consti-
thGG'PU “q"ﬁ bavire Jurlcaletlon in the nrouloos.

toetion 10 Titlor: i the svonb of 1oss or falfluro of
titlo to the laa 9(n§ covorod horeby, resvonsibiliyy of saoh
party Lsrobo ‘ntercated ir sueh lonse{s) sihnll be goveral, ond
not Join®, and shall ho linlted te the yproduction or procoeds
aceruliys to seoh party's irtooast therein and tho royaltics
atiributable thareto, '

HDaction 17, Jorp:  “uliecet Lo thic prsv:LiorQ of @ecfion
rusbered 18 hereof,” Ghile agrecsari e.all caosin in fuld force
wrd of'foct top qxd durirg the terni off this ronse covered hereby,

O tha tars of Ltho Inabt o9 tha Ioncog nrzur.»'.a.-a.(': i v ard fop
3
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thie fuli toro of any roncusle or oxborsione of sane, Jﬁﬂthﬁr
by eoduectlion o oblérvlisoe,

sootion &, giﬁghggg: Ay notice, requost, ducard
stulorent,bill or other corctniculion provided fovr in this
ag;eou»ub o all bo is H¢1L33{, cid goaldl Lo deuosed Lo Luave boon
‘ iy i led IR pluced Irow ‘”tudid
- Sivel. CTG URE QCLoil de 1i tio United Dtobos iy, flsh el aﬁﬂ,

)

direstod (vnb 1 changed by written roticos to the others),
- Lf.u)”cd‘“" Lo Lhoe {.ez'*zto“ s Pollovwns:

In cage of Uunerotors febticrew and Dosusl),
P16 Cirot lotioral Dard tullding
Dallags, Yexas; ard




' othax, or LFﬁrs, ceneevied mne the

Mo G, Loury, 135
12¢ South ‘o nlla Shycob
Chicago 3; Iilinols;

and, ir dddr suod bo any one-Opourator, at Lo addross listed in
Lhe openirg Lac ab‘w;h o;ocf, or ab saeh ot s&avdu sy the
LoneOperatonr "dLA lﬂdud fron vine o bloo Wity the Lperaborge

. Seetion 1. orbitiation: Any contvovoeray arisluog here-
urdlor Letweocn Opsralod g fon=dgorators, 0. botuwosn Cnoratoy
and any Eax»Ogn:a or; an botwson individcal HoneOporabors shall
bo Udbu;tted to arbitratlon by a bourd a? eee{3t arbitrators
upon the wreilter reguaest of Lo party, or sartiecs, rcaucating
srbitrqblan, which rauueat shadl nane one (1) "“bttratvr.

¢ osuch rogucst shall,
rittosr notics to tho

50T arhitrator, or
fallling so to doy the soeund arbityator ghall ba ﬂapoirtca

The mur$V, or ravtloes, racoiviy
witidn téep (10) days bhovealtex, by u

by the judge sonior in sorvice of the Hnl 0d tates Dlatrie

Coupt for ble Southorn Bistribt of Texas upon roguost of the
party. or nartles, ihstitutiﬁg arbltravion horaundol.

Tho two (£2) arbitrators 5o aspointed sunll saas sho :
thirvd, or foiling so 60 db within bon (10) Gavg a4t‘" 4 opointe
ment 03 she second arbitrator, Lho tbx“u arvitrabor oy ba
appoinbod by suid sonior 3&&50 upor roesueub 3? uny sartg to
tho arbitratliol.

A ropards oabtters conesining accounts o accounting
Horeundor, tho arbitirasors appoinsted slell bvo indo;enlanb
oortifisd’ publioe uccoant}ras wid pra cbivo oil und pug acoounte
HI.CYe

e arblirators so appolntod shall proaptly heer ard
dotexadne, by the coneurronce 2f al leaay a sanjoridy a8 them,
he astbel or matbers xn dispute, aftor wsittu: nﬁtioo to tha
partios concornod of bhe time chd plsoe of the noariug, a
which each varly shinll bu gntitdled UL be Leurd, and shall
rardar their writton declsion within aixty (GOS days afteyr.
tho avpoint.sct of tho third arbitrator,

It within z2sid poriod a dacinLO‘ is not randerusd by
the board, or o majority thersol ich rending arbltration
phell cusge apd detsradne witioug rcjtdicu to the rirht of
any party thereto to procced ancy heroundor for arbitration
of Ghe sumo wmatter oy sutbors in digpute,

« The dacizion of t%c a:b*t'atufﬁ, or af a najority
thereof ;. shall be final ond bindlig tpor Lhe parvties Lo the

rbi*'a{ion a5 Lo Ghe matbor, ov matters, scbaitted harsundor
for arbitration, ard sueh sortices, and eseh of thailm, shall
abiaa by erd comnly with sveh daelsion {uzg to the poaymaont of
morey swardig or othcr ige), and Judpaoart ooy bBe ertered on

sueh decliglion Iin ony o noving Jurﬁsiicb,,r

v regsoratle come
re o shoarsd as tho

The oxpensos of arbitration, includi
penisation o the arbltrators, shall s o
¥ ]

decision of Lho art;uxh grs nhall Zirceb.

.cecion 20, tarticy il Teecoasars L inboveanbtcs The
torsa, sroviclore arnd conaltions ;f tais sorsl . art nell oxtord
to, bo bLindlug uwpron ard intse to Lo borellt of, the partios

horato, thedr Lelrs, caocutbors, u“';n;ubr&uavy steeessors ard

2.
s
4

ans ¢ghu, wogbiar by ozoratlion of lew oy ctioyvise, and 8lnll

cubinbitute ¢ ;,vupxxt supning with the lunds and loasshold
astatog covovad Lloreby. »
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AFYOLNTE KT OF OULRATORS

WVhereas under the terms of that certain Operating
Agreement dated Illarch 15, 1951, between Todd L, Pettlirew
and Thomas ¥, Doswell, and Tim G. Lowry, ag Operators, desig--
nated collectively as "Operator", and Charles F, itleutsr & Co.,
Sylvester ¥W. Muldowney, David G, Balrd, Thoodore &, vatson,
Phillp Nesh, Willlam M, Colvin, Henry Scarborougn, ard Erioc
3. ¥Yorse, as Mon-Opesratora, it ‘is provided that the Noh-Oper-
ators hoiding or owning sixty five per cent (65%) or more of
tlie leagshold estate covered by sgaid Operating Agreermont may
resiove the Operator and designate a new Operator, and

Whereas THOMAS V. DOSWELL died on August 20, 1851
and ths Non-Operators wish to designate a new Operaéor; and

Yheress the lessehold estate covered by said Operat-
ing Agrooczent is now owned ox» held by bhe followlng persons
in the indicated proportions: -

 Charles F. Reuter & Co., 37/64ths

Sylveaster W. kuldownsy 6/64ths
David G. Baird 4/64ths
Theodore S, watson 4/04ths
Philip Rash 4/64ths
William K, Colvin - 4/64ths
Honry Searborough 4/64ths
Erie S. Morse 1/64th

Now, therefore, notico is hereby given pursdant to
Section 2 of sald Operating Agrssment of the appointment of

“odd ¥, Pettigrew and Tim ¢, Lowry as “Uperator®” undsr s5aid

agresmant, upon the following conditions:

(e) Operator Lowry shall have execlusive authority
and oblligation with respect to keeping books
of account, making calls upon the Non~Operas
tors for funds and roeeelving and disbursing
the sane, o ' -

(b) Pettipgrew shall be reimbursed by the joint
account for his necessary expsnses (for
whick he shall submit monthly statements)
but reccivs notniing for his personal serv-
ices, ‘ :

() Towry shall be reimbursed by the joint account

’ for hig necegsary expenses and reasonable come
nenaation for his services, for which he shall
subrit monthly statererts,

(a) This instrument shall be effective vhen a
counterpart original of this instrument shall
have been sipned and denosited with Tia G,
Lovwry by Hon-Operators owning sixty five
per cent (65%) or more of said leasehold estate
and ancceptad by sald Pettipgrew and Lowry.

In Witness vwhereof, this instrument 13 executed as of August 21,

1951,




| . , (SWAL)
\ ’ ‘ ‘~~Tharles ¥, Reubsar & Co. '
STIAL) -
Sylvestor i, uldownoy
v L (SEAL) :
David G. Baird ) : -
_ (SBAL)
Theodore S. Yiatson
‘ (STAL) _
‘Fhilaip Nosh e
I . (SEAL) o
7i1lilen W. Colvin
- EE—— : o - {SEAL)
THenry SOArDOrCGUB s o
(S®BAL)
triec 3. Morse v
vie hereby accept the_foregolng appointmanb; ,
_(srAL)
‘ Todd Y. rettlprew
| e - ___(smAL)

TIm G. Lowry

A
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T TTIRICO CTLL COISY UV ATIOLD Qo MiasTor
Tar T ER, 1hL trv.;.:('o

AVTHICAPTON 0 ARE10VAL
Uk PIGE RED (ljux» uL]T
JOe 2 AGReS BPT, RIO

A TAT COUTY, Tha 84100

Liow lMexico 011 Conservubion Commission ]
Santa Fe, Fow Yexioco. , ‘

GOYES the undersigned, Lowry at al Uporabinu Acoount,
-with offiocos at 016 Central Avenue ¥aat, Albuquerque, Few
ﬁaxioo, by 1ts attorney, Jason i, Kollahin, 1. 0, Box 861,
Sapta Fy, New Mexioo,'and files_herewith hree ooplog of a
proposed Unit Agreoment Qor the developnent and oberntion
of the Pletured CLiffs Unit FHo. & unit aroa, ombracirg land
sltuated in o Arriba Couﬁtﬁ, How tlaxico, and L-zebw mnokea
applieation for the approval of said Unit A{rechent and in
aupport theraof sno:s'

1.*
That the unit area desipratod in sald agy eemerb CONl~

1>

n Rio Arriva County, IPn Kexico,

s nsaavrems ol s
p}:‘i.’%eu &CYES Ga vua

o

(4]

0 - &
N v

(.

sd
- more particularly degeribed as f{ollows:

(l\qp. 36 I:.’ h’ 6 ﬁ‘)'.’ ]:E.:‘l].").;‘;'
36, 16 ¢ Lt{;

That all of tie above doqcribed lards are owned by tho State
of hew Fexico uﬁon shidoh tho applicant and others are ovwners
of vil and pan leases lsaued by tho Commissioner of ¥rublie

AP Hihvas I3k. -
- wii

U U - . = e _
Yan & fbave of How HoxXlco, and consipt of parts of

Nl;ds ~
State loase 1~291 vinioch has veon seproputoed by assignmont,
ingofar as above unlit 1ls concoernsd, as follows:

=891~26, belng the IRL and

K=291«17, boing the sink all

‘)ei!(, iﬁ SOG. 16’ I\i‘lpy ‘u(} .1|. A:. 0 ";"‘tit

2o
Tiiat thore ls attachod hevoto, made a sart hoereof, and

47

Tor the purpoges of identificsation —arked Lxhibit *A", a pla




indleativg bho . producing tietured CLICCs Gau olls wiieh hinve

voen vomploted in loe. 8, Lease He-89lel7 ard in Soc. 16,
L.ohaog 1e201«Ll7 and #-201=20, 'That on ganld nlat is irdlonte-
od ¢oolopicnl Liforration and boenuse of thia fnoolorieal lne
forgabion’applican@ believes that tho above deseribad arvea
is an aroa saitalkle and .proper for unitization,
Se
That Tih Ge Lowry and Toad . ch;ixrow are 4oslgrated

ay the Unit Operator in gald aﬁfqemenb and th:o Unit Oporator

13 givon authority under $ho torms thoreof to caryy on all

operations witioh are nacogsary or the developmoent of the
Unit Areas for oil and gus subjoct to all appliecuble laws and
rogulations. That purgsuant to said Unlt Agreomont applioaqt
is qudeeting approval of a unit of 1480 Qéres ag a Cnag Oporht-
ing Unit,sinsofar; but only inaofar as production from the
Piotured Cliffs fivmation is concerned, aald unlt being in
full ocompliance with woll spacling and acronye requirenents
of the MNew ¥exioo 011 Consorvation Commission.
4. _
That thore is attachod horetd, madoe a part hereof, and

for purposes of identification marked Txnibit “B*, a copy of

post

exooutod Unit Agieecient wﬁeréin all owners of leasehold
lhtdresbs have committaed thelr Interests to the agroemenﬁ.o
That seid Unit Agrecrcaent 1s in substantially the same
form as Unit Amyreomsnts neretofore approved by the Commissione
er of Public iunrds of theiﬁtate of Vew Yoxiou and'by the Xow
tiexioe 011 Consevvation Comzission, ard &t 1s bolleved that
6perutiona to be cnrried on undar the Loras bhieredl will
promdta:tho oconomionl and effiaslent recovery of oil and

a8 to tho ond that tho maxicum yield may be obtoinsd from

“the f1eld or ares, Production is to be limited to such proe

duction as usy bLe put to boneficlal use with adequate realize-

ation of fuel and other valuss, ard it is Curthor helioved

A
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NEW MEXICO OIL CONSERVATION COMMISSTON ~— == r
SANTA FE, NEW MEXICO

APPLICATION FOR APPROVAL
OF PICTURED CLIFFS UNIT
NO. 2 AGREEVMENT, RIO

ARRIBA COUNTY, NEW MEXICO

New Mexico 0il Conservation Commission
Santa Fe, New Mexico.

GOMES the undersigned Lowry‘et al Operating Accounb
with offices at 616 Central Avenue East, Albuquerque, New
Mexico, by its attorney, Jason W. Kellahin, P. 0. Box 361,

Santa Fo, New Mexico, and files herewith three copies of a

proposed'Unit Agreement for the development and operation

of the Pictured Cliffs Unit No. 2 unit area, embracing land
situated in Rio Arriba County, New Mexico, and hereby makes
epplication for the approval of said Unit Agreement, and in
support thereof shows: ‘ \
1.
That the unit area designated 1in said agreement com-

prigses 160 acres situated in Rio‘Arfiba County, New Mexico,
more partic&larly described as follows:

.TWPO 26 Nb’ Ro 6 w., Nob{opohi.
Sec. 16 : Nwk

That all of the above descrived lands are ownod by'the State
of New Mexico upon which the applicant and others are owners

of oll end gas leases issued by the Commissioner of Public

‘Lands of the State of New Mexico, and consist of parts of

State LeaseﬂE-zgl whioh has been segregéted by assignment,
insofar as above unit is concerned, as follows:
E-291-25, being the g and
E-291-17 being the SiNz all -
being in Sec. 186, Twp. 26 N. R. 6 W.
A 2. ’
That there is attached hereto, made a part hereof, and

for the purposes of identification marked Exhibit ™A™, a plat




indicating the producing Pictured Cliffs Gas Wells which ha#e

been completed in Sec. 2, Lease B-291-17 and in Sec. 16,
Leases E-291-17 and E-291-25., That on said plaf is indicat-
ed geoibgical information and becauss of this geological in-
formation applicant believes that .the above deserived area
ié éh area suitable and pfbper‘for unitization.
3. |

That Tim G. Lowry and Todd M. Pettigrew are designated
as the Unit Operator iﬁ_said agre?méht and the Unit Operator
is gi?en authority under the terms thereof to carry on all
operations which are necesséry for the development of the
Unit Areas for oil and gas subject to all applicable laws and

regdiations. That pursuant to said Unit Agreement applicant

‘18 requesting &pproval of a unit of 160 acres as a Gas Opserat-

ing Unit, insofar, but only insofar as production from the
Pictured Cliffs formation is concerned, said unit being in
full compliance with well spacing and acreage requiremeﬁts
of the New Mexico 0il conservafion Commissfon.
4,
That there ig attached hefeto, mede a part hereof, and
for purposes Sf identification ma?&od Exhibit "B", a copy\of

(d:'f¢xecutedrﬂhit Agreement wherein all owners of leasehold

interests have committed their iﬁﬁerests t6 the agreement,.
That said Unit Agreement is}in substantially the same
form as Unit Agreements heretofore approved by the Commission-
er of Public Lands of the State of New Mexico and by the New
Mexiod'bil Conservation Commigsion, and it is believed that.

'operations to bs carried on under the terms thereof will

promote the economical and efficient recovery of oil and

gas to the end that the maximum yield may be obtaired from '
the field or area, Production is to be limited to such pro-
duction ag may be put to beneficigl use with adequate realiz-

ation .of fuel and other values, and it is further believed




i that the Agreement will'be in the interest of the tonserva-

"“tion of oil and gas and the preveantion of waste as contem-

plated by the 0il Conservation Statutes of the State of
New Mexioco., - |
, .
That upon an order being entered by the New Mexico 0il

| Conservation Commission approying the said Unit Agreement,

and after approval thereof by the Commissioner of Public
Lands of the State of New Mexico a rully executed and an=-

proved oopy of said agreement will be filed with the New

-

Mexioo 0il Congservation Commission.

WHEREFORE, the Undersigned applicant respectrully n~-
quests that a public hearing be held on the matter of the |
'déproval of said Unit Agreement’asvprofided by the Statutes
of the Stats of New Mexico, and the regulations of the New
Mexizo Oil'conservation Commission, and that upon said hear-
ing said Unit Agreement be epproved oy the New Mexico 011

conservat‘on Pommission.

Respectfully subpitted,
"LOWRY et al OPERATING AGGOUWT

Byéw . "( )
ason W. Keliehin, Attorney

m5-
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