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ROTICE OF PURLICATION

STATE OF Hed LELICO
OX1, CONSERYATION COMMIBSTOR

SaANTA Fi ~ HpW FLXICO

The State of Hew Nexico vy 3te Oil Counsorvation Coumiassion liereby glvee
notice pursuant, to law and the Fules and Yepulations of safd Comelssion
promulgated thereounder of ths following public hearings to o held at 9
ofalock a.n. on March 16, 1955, at Habry rall, State Capitol, fanta Ve,
Now Fexico.

STATE OF 85L wifXIC0 To

All named parties ' nd pesrsons
baving any right, title, interost
or clain in the following cavoes,
and notlce to tha public,

CASE 8v81

In the matter of the application of vwood liver Gil amd Refining
Coe, Ince, and The Fldorado Rofining Company for coapulcory cor-
munitization of the SW/h of Sestion 16, Township 26 North, Range
9 West, San Juan County, New Mexicoj or, in the alternative, for
approval of a non-standard gas proration unit.

Applicants, in the above~styled cnusa, eesk an order directing and
compelling tre following named companies, to whom particulsar notice is hersby

given, namely;

Hew Hexico Western 01l and Gus Company
Hercantilo Hational Bank Building
Dallas, Texas;

Stamlh\d 011 and Gae Company
Box 1410 ’
Ft, Worth, Texao

Slick 011 aml Gas Company, Ltd.
Hllam Duilding
San Antonio, Toxasi

El Paso Natwral Gas Conpany
Pe 0o Box 1492
El Paso, Texss

to commmnitize or pool their royalty interests, or any interest which may
exist by virtue of sales agreement or unitization agreement, in the SE/4 S:/4
of Sectitn 16, Towmship 26 Horth, Range 9 West, Ban Juan County, New Mexico,
consisting of 40 acres, more or less, pursuant to the terms of a certain com-
sundtisation agreement on file in the office of the Bil Conservation Commissien
at Santa Pe, Hew Mexico, to form a communitized unit consisting of &/4 of
Section 16, Township 26 Nortl, hange 9 Mest, containing approximately 160
acros, mre or less, for the purpose and intention of developing and producing
dry gas and liquid hydrocarbone from the Ploctured Cliffs formtion; or in the
alternative, for the approval of a non-standard drilling and proration unit
consisting of N/2 /4 and SW/k Su/k Section 16, Township 26 North, Kange 9
West, & total of Y20 acres,

GIVEN under the seal of the 0il Conservation Cocmission at Santa
Pe, New ¥exico, on this 25th day of Pebruary, 1955.

STATE OF NEX MEXICO
OIL COMSZRVATION COMMISSION

We Be MACEY
BECRETARY
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OIL CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE, NEW MEXICO

April 22, 1955

Mr. Thomas McKenna, Attorney
302 East Palace Avenue
SANTA FE, N M

Dear Sirs

In behalf of your clients, Wood River Cll and Refining Come
pany and El Dorado Refining Company, we enclose coples of
Order R-626 iesued by this Commiseion in Case 858 under
date of April 20, 1955.

Very truly yours,

W. B, M&cey
wiMinx Secretary - Director
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BEFORE THE OIL: CONSERVATIOW COMMISSION
GF THE STATE OF NEY MEXICO

IN THE MATTER OF THE HEARING
CCALLED BY THE Ol CONSERVATION

{

i !

F THE PURPOSE OF CONSIDERING:

LCOMMISSION OF NEW MEXICO FOR

GASE NO, 858
Order No., R-026

' THE MATTER OF THE APPLICATION

P

1 OF WOOD RIVER OIL AND REFINING

P GOMPANY, ING., AND THE EL DORADO

i
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" REFINING COMPANY FOR THX
CUMPULSORY COMMUNITIZATION OF

THE SW/4 OF SECTION 16, TOWNSHIP 26
NORTH, RANGE 9 WEST, NMPM, SAN

JUAN COUNTY, NEW MEXICO, OR, IN

THE ALTERNATIVE, FOR UNORTHODOX
DRILLING UNIT CONSISTING QF THE N/2
SW/4 AND SW/48W/4 OF SECTION 16,
TOWNSHIP 26 NORTH, RANGE 9 WEST,
NMPM, IN THE BALLARD-PICTURED CLIFFS

| GAS POOL,

ORDER OF THE COMMISSION

BY THE COMMISSION;

This cause came on for hearing at 9 o'clock a. m, on March 16,
1955, at Saniz Fe, New Mexico, before the Ol Coneervation Commission of
New Mexico, hereinafier referred to as the "Commission'.
¥
£
NOW, on this . O day of April, 1955, the Commission, a
quorum being present, having considered the testimony adduced and the
exhibite received at said hearing, and being fully advieed in the premises,

FINDS;

1. That due notice of the time and place of hearing and the
putrpose thereof having been given as required by law, the Commission has
jurisdiction of this cause and the subject mattier thereof.

2. That applicants, Wood River Oil and Refining Company and
The El Dorado Refining Company, are the ownera of State of New Mexico
Oil and Gas Lease B-10894-6, which lease includes the N/2 8W/4 and the
SW/4 SW/4 of Section 16, Township 26 North, Range 9 West, NMPM, San

Juan County, New Mexico.

3. That the above-described lands are situated within the
boundaries of the Huerfano Unit but are not committed to sald unit,

4. That the SE/4 SW/4 of Section 16, Township 26 North,
Range 9 West, NMPM, San Juan County, New Mexico, is held under a
State of New Mexico Oil and Gas Lease executed in favor of New Maxico

Western Gil and Gas Company.




. »_2._
Order No, R-626

i 5, ‘T'hat thoge lands described in Finding 4 above are situated
“within the boundarigs of the Husrfano Unit and are committed to the unit,

: 6. That in order to form a standard 160-acre drilling unit in

. the SW /4 of Section 16, Township 26 North, Ranpe 9 West, NMPM, it would

" be necessary for the applicants to comnmunitize those lande held by the ‘

;i applicants and described in Finding 2 sbove with those lands held by New i
1 Mexico Western Cil and Gas Company, which lands are described in Finding !
4 above and which lands are comritted to the Huerfano Unit Agreement. 5

; 7. That it is neither advisable nor practical to effect the com=~ |
" munitization of lands cominitted {5 a unit agreement with lands not committed |

! to that agreement,

I 8. That New Mexico Western (il and Gas Company and the E}
* Paso Natural Gas Company have entered an objection to the formation of a
i 120~-acre non-standard drilling unit as proposed by Wood River Oil and Re~
fining Company and The El Dorado Refining Company.

i 9. That, despite the objection, it is necessary to provide
applicants with a non-standard 120-acre drilling unit so that they may be
afforded the opportunity to drill a well on the acreage described in Finding

| 2 above.

10. That the formation of such 120-acre non-standard proration
unit will be in the best interests of conservation and will promote the orderly
development of the area,

IT 18 THEREFORE CRDERED:

i

1, That the application of the Wood River Oil and Refining Compaay
and The El Dorado Refining Company for approval of a 120-acre unorthedox
drilling unit consisting of the following described acreage,

TOWNSHIP 26 NORTH, RANGE 9 WEST, NMPM
N/2 SV /4, 5W/4 SW /4 of Section 16

be and the same hereby is approved, and & drilling unit consisting of the
| aforesaid acreage is hereby created.

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

STATE OF NEW MEXICO v
OlL CONSERVATION COMMISSION

¥+ s .

OHNF 51MMMS, Chairman

gl

KER, Member

L 63))’)"@424,\ |
W, B. MACEY, Meniber and Secretary
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CASE NO.

TRANSCRIPT OF PROCEEDINGS

ADA DEARNLEY AND ASSOCIATES
COURT REPORTERS
RooMs 105, 106, 107 EL CORTEZ BUILDING
TELEPHONE 7-9546
ALBUQUERQUE, NEw MEXICO




RODE Y

SPTON t T

N THS MATTER OF:

The applicaticn of liocod Hiver A
Relinin~ Company, Inc., and the rad

Refining Company for compulsory commminiti-
: - 1 v .2 7 " it
zation of the Si/hL of 3ection 106, Township

1

26 North, Ranse Q West, Sar Juar County,
New Mexico; or, in the alternative, for
approval of a ron-standard —~as vroration

unit.

Applicants, in tne above-~styled cause,seek

an order directing and compelling the

following named companies, to whom parti-

cular notice is nereby given, namely:

New Mexico Western 0il and Gas Company

Mercantile National Bank Bldg.,
Dallas, Texas;

Stanolind 0il and Gas Company
Box 1410
Ft. Worth, Texas;

Slick 0il and Gas Company, Ltd.
Milam Building,
San Antonio, Texas;

%1 Paso Natural Gas Company
Pa Oo BOX 11;92
©1 Paso, Texas

to communitize or pool their royalty

interests, or auy interest which nay exist
by virtue of sales agreement or unitiza-

tion agreement, in the SE/L S/l of Section
16, Township 26 North, Range 9 West, San
Juan County, New Mexico, consisting of LO
acres, niore or less, pursuant to the terms
of a certain communitization agrezment on
file in the office of the 0il Consesrvation

Commission at Santa Fe, New bkMexico, to
form a communitized unit consisting of
SW/l, of Section 16, Township 26 North,

Range 9 West, containing approximately 160
acres, more or less, for the purpose and
intention of developing and producing dry

gas and liquid hydrocarbons fron the
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Case No. 858

ADA DEARNLEY & ASSOCIATES

STENOTYPL REPORTERS
ALBUQUERQUE, NEW MEXICC
TELEPHONE 3-6691

%)




5
S

N

Pictured <11 7s formation; or in the alier-
native, for the approval of a non-standard
drillineg and proration unit consisting ol

v It ST, Yis . 7 I el 2
N/2 sW/l and Sw/h Sd/l Seclion 16, Township
26 North, Ranwe ¥ Yest, a total of 120 acres)

|
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Mr. William 3. HMecey

PRANSCRIPT OF HESARING

HR. MACEY: The next case on the docket is Case 58,

C. C. CHAPIN,

called as a witness, having been first duly sworn, testified as
follows:

DIRECT SXAMINATION

By MR. IMcKENNA:

Q Will you state your name, please?

A . C. Chapin. -

Q What is your position with the Wood River 0il and Refinin
Company,whom I understand you work for?

A Manager of the Production Department.

Q Aie you also here representing the Zldorado Refining
Company in this matter?

A Yes, sir.

Q Is it true that Wood HRiver 0il ard Refining and [ldorado
hold the working rights on the north half of the §§uthwest quarten
and the southwest quarter southwest quarter of Section 16 in Town-
ship 26 North, Range 9 West?

A Yes, they do.

Q That is under a State lease?

A Yes, sir.

ADA DEARNMNLEY & ASSOCIATES
STENOTYPE REPORYERS
ALBUQUERQUE, NEW MEXICO
TELEPHONE 3-6691
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It iz your desire, or is it not your desire to drill a

Pictured Cliffs Well in Lhat scuthwast guarter of Section 167

-

A Yes,
It is true that vou own tho 120 acres in the south, saig

southniwest quarter, uul vou are lacking the LO acres, namely the

southeast guarter of the scutheast guarber?
A That is rigsht.
. Is it your information and belief that the said southeast

A

quarter of the soutneast quarter is owred by the HNew Hexico 0il
and Gas Company?

A ¥We understand it is.

Q It is your information that these LO acres are in the
Huerfano Unit?

A Yes.

Q@ Whereas your 120 acres are not?

A They are not.
Q It is your purpose today to proceed in conformity with th

unusual rules and to have an orthodox vooling of 160 acres, is thap

w

your purpose here today?

A Yes.,
Q You would like to ask this Commission for compulsory comn

nitization of the southwest quarter,

'td~

is that correct?

A. Yes, sir.

Q Or in the alternative, that if such is not allowed, that

you be allowed an unorthodox pooling or proration unit of 120 acrefs,

comprising the 120 acres that you own, is that correct?

A Yes, sir.

q Have vou attached to your application a form, communitie-

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQUE, NEW MEXICO
TELEPHONE 3-6691




zation agreement and operating amyvoament?

A

W

alternati

A

1005, BLl.

Iy is your purpose here lLoday (o ask Lhe Commissiorn for
compulsory communitization of the southwest quarter, or in the

ve an urorthodox locatiorn of 120 acras?

Yes, ore o the two.

MR. MerBENEA: That 1s all.

MR. MACEY: Any questions of the witness?

MRJWEBB: wWilliam G, Webb, revresentinzg New Mexico VWester

MR
Q
with the

A

By

*

Q
A
Q
A

Q

Western's interest is committed to the Huerfano Unit,was Wood Rive

or Eldorado ever requested %o join

A

Q
A

Q

Huerfano Unit?

A

selves.

Wi

————e

RET

CROSS BSXAMINATION
BB:
Mr. Chapin, 1 believe you stated that you were familiar
Huerfano Unit?

Yes, sir.

And that your acreage is not committed to that unit?
No, it is not.

The acreage of New Mexico Western is committed?

I don't krow.

Assuming for the purpose of the record that New Mexico
-the Huerfano Unit?
Yes.

You saw fit not to do so?

Yes, we didn't want to join it.

Do you have any particular reason for not joining the

We just thinlk we can operate the properties better our-

We would like to operate our own properties.

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQUE, NEW MEXICO
TELEPHONE 3.6691




aronty yvou requaesting the lew Yexico Jestarr do Lhe sauwe
o Neeoe?
A well, they havent't done anvbnine, Hucrfano Uni' hasyts
done anythine ir here. Ve want to drill z well, nobodv else has
drilled any W dlont't care now it is dore. There is 120 acres

wonld like %o devalop.

vie
o I vou want to drill a well, wouldr', it be simpler to
commit vour acreann to the Unit?
A No.
Q Isntt Stanolind Gil and Gas Comvany a cbmpetent operator?
A I would say so. |

Q Assuming for the purposes of the record that Stanclind is

a competent operator, it seems to us tnat it would bte much easier

for all parties concerned, for VWood River to commit it 120 acres
to the Huerfano Unit and thereby have a 160 acre location in the

southwest quarter of Section 15 upon which to drill a well.

A We just don't think sc.

Q

Huerfano

Are you familiar with all the terms and provisions of the

Unit?

A We nave them in our records at Wichita. I am not familig

with them. I don't have them here.

Q Are you in ~eneral familiar with the terms of Federal
type of units?

A Yes.

Q Do you, of your own knouwledge, know whether or not there

is any provision in the unit agreement itself, or the unit operati

agreement vhereby acreage wnich is once committed to a unit may be

removed for causes other than proved to be non-productive?

r

o

L)

ADA DEARNLEY 8 ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQUE, NEW MEXICO
TELEPHONE 3-6691
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TEoLbe Jormicsior saw it o grunt vour application for

<

compulsory peoolines in the senthwos:, guartoer, vould wLood River

en tnn e B T T P P BT P D e s e g e gr rr e et S
gusure oo o g 1.,.‘\1‘1307* SR SN IRREVIVAEE G SRSESAR AN B 71 . inoesaner nasties

to the commuritiraticrn?

Y Ho.

9] vino would merTorm tnat bhater?

A The owners of thne L0 acres.

8] Pontt you think tiay is rather hardensome?
A It is vour property, you benelit, we dontt.

] Haven't I statnﬁ vreviously that the ready remedy was
available?

A Well, mavbe 2ll ready remedies arentt the best.

Q As an alternative to your application to this Commission
B :\ ' you have stated that vou be granted a 120-acre spacing unit com-
prising the north half of the southwest guarter, nd the soutbhwest
quarter of the southwest quarter of Section lé,vis that correct?

A State 1t again. I lost track of it there.

Q I believe as an altorrative of vour application to this

|

Commission, you requested that if the forced vooling was not
cranted, that vou be civen bthe opportyrity to Arill on an unortho-
dox 120 acres irn the southwest gquarter?

A Yes.

@ Are you familiar with the Statutes of the State of HNew
Mexico, and the regulation of this Commission upor which such un-
orthodox spacing units are to be rranted?

A No.

— Q Are you familiar, or have you seen a copy of the notice

ADA DEARNLEY & ASSOCIATES
STENOTYPE RCPORTERS
ALBUQUERQUE, NEW MEXICO
TELEPHONE 3-6691




o issuad vy ihe 075 fonservia ion (:c:-'.::,i—s;::.icr‘ Lo Now loxirco Noasters il
arn<d Gas Jompany, Stanclind 0L and Gas Cospany, 311 011 ard Gas
Company and 5l Pacce satural Gas Company in this mabter?
A N0,
@ were niot those same fo.r parties Lhe parties named in youp
application to the Zommission?
A Yes, I belleve so.
P 9 Wwouldn't it appear to vou that all working interest ownersg
in the Huerflaro Unit would e necessary parties to this hearineg?
A I dontt knrow.
MR, MACREY: Anvorie =lse?
MR. McKBNNA: T have a couple of guestions.
RiE-DIRECT SHAMINATICN
By MR. McKENNA:
Q@  Isnt't it true thét, have vou not, before comins to this
Commission, asked the record title ovmer; of the working L0 acres
to communitize and pool?
A Yes. .
G Isnt't it also true that you have asked to work out a tradg

he southeast quarter]

e

" | for that 4O acres with your LU acres over in
Is that correct?

A Yes.

Q They have refused to do that?

A Yes.
Q It is your purpose here to come in, after making every
affort that you can by virtue of those lines, come here and ask

the Commission for compulsory ccmmunitization, or unorthodox

location?

ADA DEARNLEY & ASSOCIATES
STENOTYPEZ REPORTERS
ALBUQUERQUE, NEW MEXICO
TELEPHONE 3.6691




et oteegt
.
d LN wOur onLy purpoess 18 Sne jesiy Lo
: Al L f;
drill a well?
2 X, . . H N ey 7 -y P I . I PO " . e
A Tes, we wani o 1rill oz owoell on the southwest guarter of

Section 15, Plctured S1iiis Well.
Moy VleRENBEAY 0 L owould 1ike to malke a statemert to Lhe

Commission that [ nelieve anything concerning this uniit asroement

4 13

is rnot applicable to this heering. We are interaested cnly in

trying to drill a well. ood River and Kldorado have not committe
their acreage to the unit and it is a past matter.

Q Is it not true, lMr. VWitness, that you have a well in the
northeast quarter of the same section?

A Yes, we have one up there.

Q That ié not in the unit ecither?

A No.

MR, WZBR: If I could ask one further question.

15~CROSS EXAMINATION

By MR. WEBB:

Q The well in the rortheast qguarter, is that on 160 acres,
do you own the entire 160 acres?

A Eldorado and Wood River own it.

Q The same facts that are applicable to that well are appli
cable in this case?

A Yes.

Q Are you familiar with the terms and provisions of the
Huer fano Unit Operating Azreement?

A We have it at the office. I read it, but I don't remembe

ADA DEARNLEY & ASSOCIATES
SYLNQIYPE REFORYERS
ALBUQUERQUE, NEW MEXICO
TELEPHONE 3-669)




S

from drainage, it would probubly be necessary for the unit operator

211 e Lerms of .

] Do ovon Friow the Draviziory o Lhal Goeoamort vinh
snc ot e ase e h 7‘ ity v e i¢ RS PRTANPSS SR ,i,\
A 0.
e dHurlse M ooail.

By MR. 2HODAS:

ke

e Do I understand to gay Lnat vou have 40 acres down in

u
o
o
=

the southcast (uarter?

A Yes, we have LO in the southeast, southeast of 16.

@ Is tthat committed to the unit?

A No, sir.

Q What is the status of this land?

A Beg pardon?
Q  Is it Stvate land?

A Yes, it is State acreage. New iexico is the rovalty owner

The State of New Mexico is a royalty owner under Saction 16.

MR. RHODES: That is all I have.

MR. MACEY: Anvyvone else? 1If this Commission saw fit to
grant you 120~acre proration mnit, you would bte limited in allowabfe
in this particular instance to 120, 160, either. That ¢reates an
odd-shaped proration unit in the othar portion of the south half

of Section 16. In order to protect the unit, the Huerfaro Unit

to drill a well offsetting your proposed well. Would you have any
objection to the dedication of 200 acres to the offset well to the

east?

A Well, they would get five-fourths of allowable, wouldn't

thevy?

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQUE, NEW MEXICO
TELEPHONE 3-6691
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he SADY S (e ladin vour LO7
A OCur 40 would bLe i therc,
MR. MACHY s Yesn, sir.,
A dell, row, our L0 would et ona-Ti7Ch o the allowabls

then, wouldnti 1¢

iR, JTAGCEY: Your L0 would ron onasl10th o “he dnecame Trofs

the well?
A Yes.
MR. MACEY: I don't know wrat the operating agreement

states, or how the income from that particular well drilled within

=n

the unit would be spread out. What I am trying to get at is, woul
it be agreeable to the unit operator and to you te allow your well
to have 160 acres dedicated to it, and an offset well have 160
acres dedicated to it? You both own 160 acres in the south half
of the section.

A Yes, it would be all right with us.

MR., MACEY: That way one well wo.ldn't be getting three-~

fourths of an allowable and the other well zettine five-fourths.

A That would be a very rood solution. We would be happy to

do that,

MR, MACEY: Any further questions of the witness? If

<

not the witness may be excused.
(Witness excused. )
MR. MACEY: »r. Howell?
MR. HOWELL: Ben Fowell, representing Z1 Paso Natural
Gas Company. Our interest in this particular case is that we have
-a contract with;New Mexico Western under which New Mexico Western

would have the option at a later datz, to deliver this acreage to

ADA DEARNLEY & ASSOCIATES
STENOTYFPE REPORYERS
ALBUQUERQUE, NEW MEXICO
TELEPHONE 3-6691
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ne v we o are also ene o Lo ol intarcaen ocuners in the
Huerfano Unit., 1% seoms Lo 39 At Lhara are probtatlyv o bwe or mor:
alternatives, because wiisc is a oroulos that we dont'iy know the
angwery Lo, “rankly, Joowonldd have ro oufection to the Dommission
enterins an order comruninigzins The cntire sonlhwest quarter, 1F
the Sommissiorn feels it nas the woithority to do so, where that LO
acres is committed to a Federal urnii. e wonld obiect to the urn-
orthetox location which weuld leave the LO acres without the immed]

te possibility of allowable.

o)

e
If the Commission feels that it does nofn nave the authority
to issue an order of compulsory communitization, we suggest that

possibly the applicant could obtain the concurrence of all of the

working interest owners in the Huerfano Unit because as an indivi-
dual working interest owner,we are sure that New Mexico Western

gree to the

doesnt't have the power aither Lo make a change or to a

commuritizationy that it does require the concurrence of all the

working interest

owners.

As one of them, we would be perfectly

willing to do either, but

we would not be willing

responsibility of getting

agreement. So,

applicant might possibly join the Huerfar.o Unit and solve the

problem.

communitization if the Commission believes it has that power.

MR. MACEY:

}‘H)L -

i

WEBB

curring with everything that Mr. Howell stated, I want to point
out the provisions of the unit operating agreement which made a

trade of the acreace, which

il e

It ¢

~~

the 30 workings

interest

tiat arocther altermative susgests

Vle would have, too, no obiection to the order of compulso

Webb?

he Commission plesse,

of fhand appcars to be

in addition to con-

to assume the
owners into an

itself that the

the most logical

~y

ADA DEARNLEY & ASSOCIATES
STENOYYPE REPORTERS
’ ALBUQUERQUE, NEW MEXICCO
TELEPHONE 3-6691
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“to the remaining working interest owners. In obther words, if

thin~ to do. Pre two L0 gaero Lracts, as Uaroas Mlow Mexdioo egtorn

are corcerned, carnos be cveroricad v uiow of Jocetions 200 arnd 2]
of the Unit, Cperating Lrrecment, wnicn ig or file with the
Commissior., Section 20 pnrovides tLhat avy assicnmont of acreare

B

committed to the unit must te made subject to the unil, so thab
would leave Wood Hiver richt back to wnere they started,

Section 21 provides that i & working interes. owner seeks to
withdraw any acreage from the unit, the only way it can be with-
drawn, or any way any party can withdraw, is by assigning the acre
- £
somebody wants to get out of the unit they can't pull the acreage
out, they have to give the acreage to the other working interest
owners. So, the trade of acreage, for all practical pﬁrposes,
as far as New HMexico Western is éoncerned, is an impossibility.

As M¥Mr. Howell has sggged, we do not know, and we are unwillin
to accept the responsibi@v;g of determining whether or not this
Commission, without the concurrence of the Commissiorer of Public
Lands, the United States Geological Survey and all other workiﬁg
interest owners, has the aﬁthority to grant this communitization.
It is not provided for specifically in the unit agreement, we do
not know whether the power is inherent in the Commission or not.
If Wood River would assume the responsibility of gettingjall the
other working interest owners to execute a suitable communitizatio
agreement, we would be willing to go along. As far as attempting
commit all the unit ourselves, we cannot do so.

Further in connectian with the forced pooling of the 120 acre

and LO acres, we would like to direct the Commissionts attention f

its Order No. €305, issued in Gase No. 195 which was the order

hee
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ADA DEARNLEY & ASSOCIATES
STENOYYPE REPORTERS
ALBUQUERQUE, NEW MEXICO
TELEPHONE 3-6691
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forced pooling can ve zranted is Lo find the sawme things to be

believe that an orider at this time

would indeed be an inconsistent order with & prior order of the

Cominission.
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iR McKEINNA: I would like to malke a brief answer to that

T would like to poirt out we are not in the unit. We are not sub-

I3

ject to the terms of the unit. ‘e have rights in tae matter, too,

vy

and the applicants are here before tne Commission for the purpose
of seeking authority in conjunction and in canformity witﬁ its
rules for drilling a well.

If the Commisszion feels as if, according to its rules, that

160 acres is necessary, We are nere for the compulsory communiti-

D
b}

11

ary, we would like to

P

zation. If it doesn't think 1t is necess
have the unorthodox location. A4s I previously mentioned, I don't
believe that the guestion of the unit is directly involved here.
Ve are nct members of the unit and it is purelvy a question of
getting sufficient authority in order to drill our well,

MRe MACZEY: Anyone have anythinz further in this case?

We will take the case vnder advisement.

coonaetion oiff coresiative rights
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ADA DEARNLEY & ASSOCIATES
STYENOTYPE REPORTERS
ALBUQUERQUE, NEW MEXICO
TELEPHONE 3.-6691
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STATE OF NEW MEXICO )

H 8s,
COUNTY OF BERNALILLO )

I, ADA DEARKLEY , Court Reporter, do hereby

certify that the foregoing ‘énd‘ attached transeript of proceedings

before the New Mexico 0il Conservation Commission at Santa Fe,
New Mexico, is a true and eorrect record to the test of my

knowledge, skill and ability,
IN WITNESS WHEREOF I have affixed my hand and notarial

geal this <0L" day of _ March , 1954,

e

Notary Fublic, Court Reportér

My Commission Expires:

June 19, 1955

14




LAW OFFICES
McCKENNA & SOMMER
SANTA FE, NEW MEXICO

Sy

BEFORE THE OIL CONSERVATION COMMISSION

OF THE STATE OF NEW MEXICO
(‘;(L‘.u'.- No. 'jfz;s\(’s,

IN THE MATTER OF the Application of
Wood River 0il and Refining Co., Inc,
and The El Dorado Refining Co. for the
Compulsory Communitization ot the SW} of
Sec. 16, T. 26 N., Ro 9 WQ, Nl"‘top.i'io
San Juan County, New Mexico, or In the
Alternative, ¥For Unorthodox Location or
Spacing Unit Comprising NiSWL: and SWiSWs:
Of Sec. 16, T. 26 Nc, Ro 9 w., NJ’:.P-I”IQ'

St Br ve o ve we

Applicants

VSe

st 29 B3 B BP NP e

New Mexico Western 0il and Gas Company,
Stanolind 0il & Gas Company,
Slick 0il Company, Ltd., a Partnership,
El Paso Natural Gas Company.

Respondents

e ur

APPLICATI

TO THE Honorable Commissions

1. Applicants Wood River 0il and Refining Co., Inc., a Kansas corpora-
tion, authorized to do business in New Mexico and The K1l Dorado Refining Co.,
a Kansas corporation, authorized to do business in New Meiico, represent that
they are the owners of leasehold rights on the following lands under the
following described oil anpd gas lease:

~~-qg§m%,f SWESWS of Secs 164, Te 26 Noy Re 9 Wey NJM.PLX.
an-Juan County, New Mexico, under New Mexico Producing
State Lease B-10894~6, dated January L, 194k,

2. (A) Applicants are informed and thus believe that New Mexico Western
0il & Gas Company, Dallas, Texas is the present owner and holder of leasehold
rights to the base df the Pictured Cliff Formation on the following described

land under the following described oil and gas lease:

SE3SW of Sece 16, Te 26 Noy Re 9 Wo, NJM.PUK,
State of New Merico Lease B=93205;

(B) Applicants are informed that the a2bove described forty acres are

under a contract of sale agreement to El Pasoc Natural Gas Company, E1 Paso,

Texas;

(C) Applicants are inforned and believe that the Slick 0il Co., Ltd.]
a limited partnership, owns an undivided 1/l net working interest as to such
forty acres covering all formations below thes top of the Pennsylvania‘FofmatioJ
and also owns a 63% overriding réyalty on said forty acres from the surface

to the top of the Pennsylvania Formation,




LAW OFFICES
MCKENNA & SOMMER
SANTA FE, NEW MEXICO

(p) Applicants are informed and telieve that the said forty acres
have been committed to the Huerfano Unit Agreement of which Stanolind 0il &
Gas Co,, Tulsa, Oklahoma, is the operator;

3. Applicants represent that they have agreed to communitize and pool
their 120 acres described in 1 for the purpese of forming a dArilling unit for
the production of dry gas and liquid hydrocarbons extracted therefrom from
the surface to the base of the Pictured Cliff Formation;

e Applicants further represent that they hav¢ tried to enter into a
pooling or comuunitization agreement with New lexico Western 0il & Gas Company
for the purpose of pooling said SELSW; of Secs 16 with their 120 acres, all
without successy further that they have tried to work out a trade with said
New Mexico Western 0il & Gas Company, offering to trade the SEISEL of said
Saction 16, in exchange for the SEL of the said SWL, 8ll without success;

5. Applicants further représent that a regular subdivision of 160
acres has been established by this Commission for drilling a gas well to the
Pictured Cliff formation in San Juan County, New Mexico, and that applicants
desire to allocate the SW: of Secs 16, T. 26 N,, R+ 9 W. 85 a drilling or
spacing unit for a Pictured Cliff gas well,

6. Applicants further represent that they, who desire to communitize
or pool to form a uniform drilling or operating unit, will ve deprived of
their opportunity to recover their just and equitable share of the natural gas
in the, or lying under the, SW; of said Sec, 16 unless this Commission require
the owner, and such other intefested parties as may be necessary, to pool its
or their interests in the SW} to form a regular spacing unit;

Te Applicants furthef state that the attached Communitization Agree-
ment and Operating Agreement, Exhibits A and B hereto, are fair and proper in
all respects and that they are willing to enter in such agreements with the
owner of said SE} of the SW} of Sec, 16, and such other party respondents ac
may be necessary; or that "t.?\ley will enter into such other similar agreement as
would be fair and proper;

Wherefore, Applicai#;s respectfully request that an appropriate order
be entered by the Commissi;ié- directing New }-Ie'xico Western 0il and Gas Company .
and such other respondent pafties as may be necessary, to communitize or pool

its or their interests with}'that. of the Applicants pursuwant to the terms of




the Communitization and Operating Agreements made a part of this application,
or pursuant to such other terms as would be proper and fair in the premises,
" or in the alternative, Applicants request that if this Commission determines

that it will not order compulsory pooling of the SW; of Sec. 16, T. 26 N., R,

9 We, then, in that evenl, the Commission issue an appropriate order desig-
nating the following 120 acres more or less, to-wit: NiSW: and SWiSW: of
Secs 16, Ts 26 Noy R, 9 W,, as an unorthodox drilling or spacing unit, and

permit the Applicants to drill and produce gas therefrom,

Wood River 0il & Refining Co., Ince

The El Dorado Refining Co,

By‘_%mo Q%Wu
Thomas F. McKenna /

McKenna & Sommer
Attorneys at Law
302 E, Palace Ave,
Santa Fe, New Mexico

LAW OFFICES
“ MCKENNA & SOMMER
SANTA FE, NEW MEXICO
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recaent uude and ontered into this 141h day of

.

O

January, 1955 by and belween YVeond River ¢il & DRefining Co., Tne.,
a corporation of 321 West Douglas Avenue, VWichita, Hunsas (herein-
after referred to as "Cperatlor™); 21 Dorado Refining Cenpany, & cor-
poration of 11 Dorado, Hansas; New Mewico Western Ci1 and Gas Company,
a corporation of Dallas, Texas, (the foregoing partics hercinafter
referred to as "Lessecs™); Al Zrcer of Aztec, N,M., and Cecorge I.
Xrause, P.C., Dox 1107, Celorado 3Springs, Colo., and 3lick Cil Cor-
pany, Ltd., a partnership of Milam BDuilding, San Antonio, Texas
(herecinafter referred to as "Cverriding Royalty Cwners”), in order
fo form a co-operative drilling unit of 160 acres, more or less, for
the purpose of complying with existing rules and regulations, cover-
ing well spacing and conssarving the oil and/or gas resources there-
under,

WITNESSETH:

WHEREAS YWoed River €il & Refining Co., Inc., and 3
Dorado Refining Company are the present owners and holders of State
of New Mexico Lease No. B10894, executed in favor of Al Creer as
lessece under date of January 4, 1944 embracing the following des-
cribed land in San Juan County, XN.M.:

Twp. 96“, Rge. 9'.
Sec. /0 /4

and,

WHEREAS A1 Greer and George l. Krause are the presant
owners and holders of an<ovcrriding royalty under said State of New
¥exico Lease B10894 of 244 of the vélue, based upon the field market
price at the well of all oil and/or gas produced, sa%ed and narketed
from the aboveAdpscribed land under said lease, and

WHERIEAS, New HMexico Western 0il and Gas'Company is the

present owner and holder of State of Yew Mexico Lease No,

lessee, under date of

[}

exccuted in favor of y &




by the Statle of Yow Mexico, as Lessor, (embracing

et A N g - i @

amonyg other lands) the following described land in New Moxico:

Tup. 26N, Rge. 9W.

Sce. 16: 53/18%/4
insofar us suame covers and includes the Pictﬁrod Cliffs formation
underlying sare, and
WIREAS Slick 011 Company, Ltd., a partnership, is the
prescent owner and holder of an overriding royalty under said State

of New Mexico o0il and gas Leasc No.. , of 647 of the value

bascd upon the ficld marketl price at the well, of all oil and/or gas
produced, saved and markeied from the Pictured Cliffs formatiion under
the last ahove described land under said lease, and

WHEREAS said overriding royalty intlerests hereinabove
described constitute all overriding royalty interests existing on
the above described leases and acreage; and

WHEREAS said oil and gas leases insofér as samc cover
the lands ahove cdescribed are presently in good standing with all
rentals and royalties paid to date, and

WHERBAS parties desire 1o form a co-operative drilling

tract or unit, embracing all of the above described lands for the

purposec of more profitably conserving the gas reserves thercunder
and desire to drill and operate said lecases as a unit for the produc~
tion of dry gas and condensate therefrom in accordance with the
terms and conditions hereinafter contained,
NOW THEREFCRE, in consideration of the premises and the
mutual covenantis of the partlies, it is agreed as follows:
FIRST: The lands covered by this agrecment (hercinafter
referred to as "communitized area®) are described as follows:
Twp. 26N, Bge. 9W., N M.P.X.
: Sec. 16: SW/4

containing 160 acres more or less

and this agrecment shall exiend to and include only the Pictured

Cliffs formation underlying said land and the dry gas and associated




1iguid hydrocarbons (hercinaltcer roforred to s "communitlizoed sub-
slances®), producihle from such foremation.  The eperator of the con-
sunitized arca shull be Wood River Ci1 ¢ Refining Co., Tue,, an<

AT omatters of eperation shall be [cverned by the operator under

and pursuant tc the terws of this agrecment and any operating agreoe-
mentl enteored into with respect 1o the comnunitized arca.

SRCCYY:  The communitized arcea shall be developed and
operated as an entiretly with the wnderstanding and agreement betlween
1he parties hercto that all communitized substlances produced there-
from shall be allocated among the leasecholds conprising such arca in
the proportion that the acreage intercest of cach leasehold bears to
the cntire acreage committed 1o this agrecment. Tt is agreed that
the burden of any coverriding royalty, production payments, carried
working interesis, net profit obligations and other similar payments
shall be borne and paid solely by ithc parily ouwning the lease.fo'khich
such ‘interest shall apply subscquent to the execution of this agree-
ment;

THIFD: The royalties payable on communitized substances
allocated to the individual lecases cemprising the communitized area
and the rentals provided for in said leases shall be detlermined and
paid on 1lhe basis prescribed in cach of the individual leases. Pay-
ments of rentals under the terms of leases subject to this agrecment
shall not be affected by this agreement except as provided for under
the terms and provisions ef said leascs or as may hercinbe otherwise
provided. Except as hercin modified and changed, the 0il and gas
leases subject to this agreementi shall remain in full force and efl-
fect as originally made and executed. ,

FOURTI: There shall be no obligation to offsel any dry
gas well completed in the ‘same formation as covered by this agreement
on separate component tracts into which the communitized area i3 now

or may hereafter be divided, nor shall any lessee be required fto




reasure separately comrenitized subsiances by reason of the diverse
ovacrship thereof, .

PIPTH: The corencoment, completion, continucd opera-
tion or produciion of t1he well or welis tor cormunitized substances
on lhe cemunitlized arca, shall bo ceons trued and considerced as the
commenccenent, completlion, continued cperation or preduction en cuch
and all of the 1ands within and conprising saiad communitized areca
and cperations cor productiorn pursuant to this o/ recement shall be
deemed to be operations or production as to cach lease comnitte!
hereto.

SIXTII: This agrecsient shall be effective upon approval
of fhe unit by the New exico Cil and Gas Conservation Commission
and shall remain in force and effect for a period of 1wo years and
so long thercafter as cemmunitized substances are produced from
the communitized area in paying quantities.

SEVENTH: Production of communitized substances and dis-
posal thereof shall be in conformity with allocation, allotments
and quoias made or fixed by any duly authorized person or regulatory
body undei applicabdle Federal or state statutes. This agreencent
shall be subject to all applicable Federal and state laws or exe-
cutive orders, rules and regulations and no party hereto shall
suffer a forfeiture or be jiable for damages for failure to comply
with any provisions of this agreernient if such compliance 1s prevented
by or if such failure results frem compliance with any such laws,
rules or regulations,

SIGHTII: The covenants hereinabove set forth shall be
construed tc¢ he covenants running with the land with respect to the
communilized interestis of the parties hereto and their successors in
interest until this agreement terninates and any transfer or con-
veyance of any such land or intercst subject hercto, whether volun-
tary or not, shall be and hercdby is conditicened upon the assumption

of all ohligations hercunder by the grantee, 1lransferce or other

successor in interest,
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heveteo and shatl oxtend to and be biading on {heir respoetive

~

neirs, persenal representatives, svecossors

1

TINTII: This ugrecaert nay boe o ex

countarparts, no cinc of which needs te be ¢

ard assiins.,

ccutesd in any nurber of

xecuter by all partics,

eromay be ratlificd or ceasceated to by special irstruzent in writing,

0

specifically referring heretlo and shall be

who have cuecuted such ¢ counterpart, ratificatien or consent

binding upon 2all parties

with the same force and effect as i€ all parties had signed the

sane document.

IX WITYESS WHEREOR the parties h

arceilo have exccuted this

agreement as of the day and ycar firsti above written and have set

opposite their respective names the datce of

execution.

DATE: WCCZ RIVER CIL & REFINING CC., INC.

Attest: By

Secretary

President

DATE:: EL DCRADC REFININC CCMPANY

Attest: By

Secretary

DATE: MW OMEXTICC W

Attest: By

Tresident

ESTERN 0TI, AND GAS COMPA)

hercto

J ):'

Sccretary

__bresi1 dent

DATZI: SLICK CIL CCMEAXY, LTB.
e
2y

Date:

GCeneral Partner

Date:

Al Creer

George I, Krause
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CCuxy CUsunoncn

Cn this _ cuy of o e, ne appeared
{0 re porsonally Tnovi, ving by e duly
Sworn, (1 SHYTIRATTC s the I8 rm(m 11 CCu WTVIL C4L 2
PEPTNING CCoy TNC., ond that AT 50ET affixcd to it ipstrucent is
H

the corporate sonl of suid cmlm*a Licn, and that said ifnstrunent

was signed and senled ir behald of ._wc‘i:? cerperation by suthority of
i1s board of dircciocrs and sald aclinowledped said

ins trustent to be the free wet and dccd of S id corperation.

Yy commission cupires:

notary Public

STATE CP KAXNSSS

[N NN
w
w
LN

COUNTY CF

On this day of , 189585, before me appearced
to me personally known, who, being by me duly

sworn, did say that hc is the ,res'dent of EL BDCRADC REFINING
COMPANY, and that the scal Af{TI6T IO said insirument is the corporate
seal of said cerporation, and that said instrurent was signed and

' secaled in behalf of said corneration Hy avthority of its board of

! directors and said aclknowledged said instrumert to

“be the free act and deed ol said corporation.

¥y commission expires:

No tary Public

STATE OF )
' ( SS:
ceuxtTy OF )
On this ______ day of , 1935, before me appeared
1o Te personally !nown, 7ho, belnr by me
duly sworn, a1d say thatl he is the president of EW IZ3XICC
WESTERY CIL AND CAS COMPAXNY, and thaT the scal affixed to Sald ins tru-

ment is the corpor‘ate scal of said corpora’clon, and that said instru-
nent was signed and secaled in behalf of said corporation by authority
of its board of directors anc said acknowledged said
instrument 10 be the freec act and decd cf 5aid corperation.

My comnission expires:

- Notary Tublic
STATE CPF )
{ Ss:
CCUXTY OF )
Cn this day of , 1983, personally appeared
before me - , personally known to me to ke a member

of the firm of SLICK CII. COMPANY, L1D., and to rnc known to he the.
person described in and who executed the feregoing instrument in the
firm name of SLICK CIL COMPANY, LTD., and he acknowledged that he

xecuted the same as the act and decd of said firm of SLICK CGIL CQGM-
P \NY, LTD., for the uses and purpcses therein mentioned.

My commission expires:
: Yo tary Public




A dad

CeCUNTY G )

~ A 'PI': j}\
day of y, 1965 before uc per-

nme xeown 1o be the person described
that

(tn this eay
senally apprared AT (reer to
in and who executed the fercegoing instrument, and aclknowled;cd

his free acl and deed,

e cyecuted the suame as
Yy cormiszicn cxpires: '
Nofary pPublic
STATE CI )
( SS:
CCUNTY CI )
Cn this day of — s 18985, before ne
. Lrausc to mc Lnewn to be the person

personally appeared George I,
described in and who cxecuted the feregoing instrument, and aclknow-

ledged that he exccuted the same as his frec act and decd.

My commission expires:
Notary PubIlic

~k




"EXHIBIT B

OPERATING AGREEMENT

THIS AGREEMENT made and entered into this 14th day
of January, 1955, by and between WOOD RIVER OIL & REFINING CO,,
INC., a corporation of 321 West Douglas Avenue, Wichita, Kansas,
here{nafter variously referred to as"WOOD RIVER" or "OPERATOR;
EL DORADO REFINING COMPANY, a corporation of E1 Dorado, Kansas
-and NEW MEXICO WESTERN OIXL AND GAS COMPANY, a corporation of
Dallas, Texas, hereinafter collectively referred to as "NON-

OPERATOR" ,
WITNESSETH THAT

WHEREAS, El1 Dorado and Wood River are the joint owners
of a certain leasehold estate under State of New Mexico Lease
B-10894 insofar as same covers the following described land in
San Juan County, State of New Mexico:

Twp. 26N, Rge. 9W.
Sec. 16: N/2SK/4; SW/ASW/4

and,

WHEREAS New Mexico Western 0il and Gas Company is the
present owner and holder of State of New Mexico Lease No.
insofar as same covers and includes the Pictured Cliffs formation
under the following described land in San Juan County, New Mexico:

Twp. 26N, Rge. 9W.,
Sec. 16: SE/4SW/4

and,

WHEREAS it is the desire of the parties to enter into
an Operating Agreement, covering the development and operation of
the leasehold acreage above described from the surface down to and
including the Pictured C1liffs formation and the dry gas and as-
sociated 1iquid hydrocarbons producible therefrom,

NOW THEREFORE, in consideration of the premises and of
the mutual covenants and agreements hereinafter contained to be
kept and performed by the parties hereto, said parties do hereby
agree as follows: '

FIRST: Wood River is hereby designated and shall act as
Operator and shall have the sole and exclusive management of the
future development and operation of the leasehold premises as
such. The cost and expenses of deve}loping, reworking and operating
the jointly owned premises shall be borne by the parties in the
proportions that they are the owners thereof, that is:

Wood River - 9/16
El Dorado - 3/16
New Mexico Western- 1/4

All costs and expenses shall be paid in the first instance by Wood
River and Non-Operator agrees to reimburse Wood River for its pro-
portionate part of any expenses made or incurred under the pro-
visions hereof or the accounting procedure hereto attached as a

part hereof.

R R s Rt




SECOND: Operator is authorized to pay as operating
expenses, all taxes and other lawful expenses incurred against the
jointly owned acreage and the production therefrom, to settle,
compromise, pay and discharge any and all damages and claims there-
for which may be alleged to result from the operation of and pro-
duction from the premises. The authority of Operator herein
granted shall include but not be 1limited to the employment of
counsel to prosecute, defend, compromise and settle, any and all
litigation in any manner whatsoever, affecting the premises or
the proceeds and revenuc derived therefrom.

THIRD: Wood River shall bill Non~Operator on or before
the 15th of each month for Non-QOperator's proportionate share of
the cost and expenses incurred during the preceding month. Item-
ized statement shall accompany such bills and Non-Operator shall
pay its respective proportionate part thereof on or before the
1st day of the succeeding month. Payment of such bills shall not
prejudice the right of Non-Cperator to protest or question the

correctness thereof.

FOURTH: Wood River shall have a lien on the interest of
Non-QOperator in such jointly owned lease, the production there-
from or the proceeds thereof and Non-Operatort!s interest in the
material and equipment therein and thereon to secure the payment
of Non-QOperator's proportionate part of all operating expenses
chargeable to it and the purchaser and taker of the gas and as-
sociated liquid hydrocarbons produced and sold from the jointly
owned acreage 1s hereby authorized and directed to pay to Operator
the proportion from the proceeds of the sale which would o therwise
be payable to Non-Operator or either of them to satisfy any unpaid
portion of such operating expenses chargeable to Non-Qperator, all
if and upon Operator's serving upon such pipe line taker or pur-
chaser, demand in writing therefor. Said pipe line purchaser is
hereby released of any responsibility or liability on account of
compliance with the provisions of this agreement.

FIFTH: All costs, expenses, credits and related matters
and the method of handling the accounting with respect thereto
shall be fixed and determined in accordance with the provisions
of the Accounting Procedure attached hereto as Exhibit WA"™ and
madeé a part hereof for all purposes. However, should there be
any conflict between the terms of this agreement and said Exhibit
"A", the terms of this agreement shall prevail.

SIXTH: Non-0perator shall have the right at all reason-
able times to inspect all books and accounts and all records of
Operator pertaining to well or wells drilled or drilling and ex-
penditures made as they apply to the acreage. Non-Operator shall
a1ls0 have access at all reasonable times to the lease premises and
shall be furnished with such logs and other information pertaining

thereto as it may request,

SEVENTH: Operator shall make no single expenditure in
excess of $1,000 without the consent of Non-Operator. No well
shall be drilled on the acreage jointly owned unless upon the
mutual consent of Non-Operator except where such well is required
to be drilled by the State of New Mexico in order to protect
correlative rights or preserve the leasehold acreage. The ap-
proval of the drilling of a well, however, shall include all ex~
penditures for the drilling, completing, testing and equipping

such well.




EIGHTH: R=ach of the parties hereto shall own and have
the right at its own cxpense to take in kind or separately dis--
pose of its proportionate part of all gas and associated liquid
hydrocarbons produced and saved from the acreage covered hereby,
exclusive of the production which may be used by Operator in de-
veloping and continuing operations on the premises and of produc-~
tion unavoidably lost, provided that each of the parties hereto
shall pay or secure the payment of royalty interests, overriding
royalty interests, payments out of production and other similar
interests, if any, from its proportionate part of said production.

NINTH: Upon the termination of this agreement, either
by its terms or by the consent of the parties hereto, all machinery,
fixtures, houses and other structures, pipe, equipment and other
property placed on the premises under the provisions of this agree-
ment shall be divided in the proportion of the interest of the
parties therein or at Operator's option the proceeds from the
sale or the reasonable salvage value shall be distributed to the
parties according to their interest therein.

TENTH: The rights, duties, obligations and 1liabilities
of the parties hereto shall be several and not joint nor collec-
tive, it being the express purpose and intention of the parties
hereto that their ownership of said acreage shall be as tenants
in common; nothing herein contained shall ever be construed as
creating a partnership of any kind, joint venture, association or
trust or as imposing upon either party hereto any partnership
duty, obligation or 1liability. Each party hereto shall be indi-
vidually responsible only for its obligations as set out in this
agreement. Operator shall incur no liability of any character
whatsoever to Non-Operator by acting as Operator hereunder.

ELEVENTH: This agreement shall be subject to all valid -
and applicable state and federal laws, rules, regulations and or- .
ders and the operations conducted hereunder shall be performed
in accordance with said laws, rules, regulations and orders. 1In
event this agreement or any provision hereof is or the operations
contemplated hereby are found to be inconsistent with or contrary
to any such rules, law, regulation or order, the latter shall be
deemed to control and this agreement shall be regarded as modi-
fied accordingly and as so modified shall continue in full force

and effect.

TWELFTH: No party to this agreement shall be liable to
the other party for any delay or default of performance under this
agreement due to any cause beyond its control or without its
fault or negligence including but not restricted to acts of God
or the public enemy or acts or requests of the State or Federal
government or any Federal or state officer purporting to act under
duly constituted authority, floods, wars, fires, storms, strikes,
interruptions of transportation, freight embargos or failures,
exhaustion or unavailability, or delays in delivery of, any
materials, equipment or service necessary to the performance of
any provisions hereof, or the loss of holes, blowouts, or hap-
penings of any unforeseen accident, misfortune or casualty whereby
performance hereunder is delayed or prevented.

THIRTEENTH: A1l notices and other correspondence re-
quired and necessary by the terms of this agreement shall be
. deemed to have been properly served and addressed if sent by mail
‘on telegram as follows: .

Ty .
MR




WOOD RIVER OIL & REFINING CO., INC.
321 West Douglas Avenue
Wichita 2, Kansas

El, DORADO REFINING COMPANY
E1l Dorado, Kansas

NEW MEXICO WESTERN OIL AND GAS COMPANY
Mercantile National Bank Building
Dallas, Texas

FOURTEENTH: All of the provisions of this agreement
shall extend to and be binding upon the parties hereto, their
successors and assigns and such provisions shall be deemed to be
covenants running with the land covered hereby.

IN WITNESS WHEREOF the parties hereto have executed
- this agreement as of the day and year first above written,

ATTEST: K WOOD RIVER OIL & REFINING CO., INC,
By,
secretary President
"OPERATOR"
\ . ‘ ATTEST: » EL DORADO REFINING COMPANY
By )
vecretary President
ATTEST: NEW MEXICO WESTERN OIL AND GAS COMPANY
By
‘ Secre tary “President
| "NON~ OPERATOR "
-d~

ey ;“;‘?_, R e e G e SR




KRB 601 TS5 KU EXHIBIT A 1

Model Form-PASO-1949-1

Attached to and made a part of Operating Agreement beiween Wood River
0il & Refining Co., Inc,, El Dorado Refining Company and
New Mexico Western 0il and_ Gas. Comnany dated Jan. 14, 1955

ACCOUNTING PROCEDURE

(UNIT AND JOINT LEASE OPERATIONS)

1. GENERAL PROVISIONS

Definitions )
The term “joint property” as herein used shall be construed to mean the subject area covered by the agreement

to which this “Accounting Procedure” is attached.

The term “Operator” as herein used shall be construed to mean the party designated to conduct the development
and operation of the leased premises for the joint account.

The term “Non-Operator” as herein used shall be construed to mean any one or more of the non-operating

parties.

Statements and Billings
Operator shall bill Non-Operator on or before the last day of each month for its proportionate share of costs and

expenditures during the preceding month. Such bills will be accompanied by statements, reflecting the total

costs and charges as set forth under Sub-Paragraph ._...._...._. enen below:

A. Statement in detail of all charges and credits to the joint account.

B. Statement of all charges and credits to the joint account, summarized by appropriate classifications indica-
> tive of the nature thereof.

C. Statements, as follows:
(1) Detailed statement of material ordinarily considered controllable by Operators of oil and gas properties;

(2) Statement of all other charges and credits to the joint account summarized by appropriate classifications
indicative of the nature thereof; and
(3) Statement of any other receipts and credits.

Payments by Non-Operator ‘
Each party shall pay its proportion of all such bills within fifteen (15) days after receipt thereof. I{ payment
is not made within such time, the unpaid balance shall bear interest at the rate of six per cent (6% ) per annum

until paid.

Audits

Payment of any such bills shall not prejudice the right of Non-Operator to protest or question the correctness
thereof. Al statements rendered fo Non-Operator by Operator during any calendar year shall be conclusively
presumed to be frue and correct after eighteen months following the close of any such calendar year, unless
within said eighteen months period Non-Operator takes written exception thereto and makes ctaim on Operator
for adJuslment Failure on the part of Non-Operator to make claim on Operator for adJustment ‘within such
period shall establish the correctness thereof and preclude the fllmg of exceptions thereto or the making of
claims for adjustment thereon. A Non-Operator, upon notice in writing to Operator and all other Non-
Operators, shall have the right to audit Operator’s accounts and records relating to the accounting hereunder,
within eighteen months next following the close of any calendar year. Non-Operator shall have six months next
following the examination of the Operator’s records within which to take written exception to and make any
and all claims on Operator. The provisions of this paragraph shall not prevent adjustments resulting from the
physical inventory of property as provided for in Section VI, Inventories, hereof.

II. DEVELOPMENT AND OPERATING CHARGES
Subject to limitations hereinafter prescribed, Operator shall charge the joint account with the following items:

Rentals and Royailties
Detay or other rentals, when such rentals are paid by Operator for the joint account; royalties, when not paid

direct 1o royalty owners by the purchaser of the oil, gas, casinghead gas, or other products.

Laber, Transportation,-and Services
Labor, transportation, and other services necessary for the deve!opment maintenance, and operation of the joint

property. Labor shall include (A) Operator’s cost of vacation, sickness and disability benefits of employees, and
expenditures or contributions imposed or assessed by governmental authorlty applicable to such labor, and
(B) Operator’s current cost of established plans: -Jor employees’ group life insurance, hospitalization, pension,
retirement, stock purchase, thrift, bonus, and other benefit plans of like nature, applicable to Operator’s field
payroll; provided that the charges under Part (B) of this paragraph shall not exceed five per cent (5%) of the
total of such labor charged to the joint account.

Material

Material, equipment, and supplies purchased or furnished by Operator, for use of the joint property. So far as
it is reasonably practical and consistent with efficient and economical operation, only such material shall be
purchased for or transferred to the joint property as required for immediate use, and the accumulation of surplus

stocks shall be avoided.

Moving Material to Joint Property

Moving material to the joint property from Vendor’s or from Operator's warehouse in the district or from the
other properties of Operator, bnt in either of the last two events no charge shall be made to the joint account
for a distance greater than the distance from the nearest reliable supply store or railway receiving point where
such material is available, except by special agreement with Non-Operator.
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Moving Surplus Materlal from Joint Property

Moving surplus material from the joint property to outside vendees, if sold f.0.b. destination, or minor returns
to Operator's warchouse or other storage point. No charge shall be made to the joint account for moving major
surplus material to Operator's warehouse or other storage point for a distance greater than the distance to the
nearest reliable supply store or rallway receiving point, except by special agreement with Non-Operator; and no
charge shall be made to the joint account for moving material to other properties belonging to Operator, except

by special agreement with Non-Operator.

Use of Operator’s Equipment and Facllities
Use of and service by Operator’s exclusively owned equipment and facilities as provided in Paragraph 4, of

Section III, “Basis of Charges to Joint Account.”

Damages and X.osses
Damages or losses incurred by fire, flood, storm, or any other cause not controliable by Operator through the

exercise of reasonable diligence, Operator shall furnish Non-Operator written notice of damage or losses in-
curred by fire, storm, flood, or other natural or accidental causes as scon as practicable after report of the same
has been received by Operator.

Litigation, Judgments, and Claims
All costs and expenses of litigation, or legal services otherwise necessary or expedient for the protection of the
joint interests, including attorney’s fees and expenses as hereinafter provided, together with all judgments ob-
tained against the joint account ox the subject matter of this agreement; actual expenses incurred by any party
or parties hereto in securing evidence for the purpose of defending against any action or claim prosecuted or urged
against the joint account or the subject matter of this agreement.
If a majority of the interests hereunder shall so agree, astions or claims affecting the joint interests here-
under may be handled by the legal staff of one or more of the parties hereto, and a charge commensurate
with the services rendered may be made against the joint account, but no such charge shall be made until
approved by the legal department of or attorneys for the respective parties hereto.
B. Fees and expenses of outside attorneys shall not be charged to the joint account unless authorized by the ma-

jority of the interests hereunder.

Taxes
All taxes of every kind and nature assessed upon or in connection with the properties which are the subject of

this agreement, the production therefrom or the operation thereof, and which taxes have been paid by the
Operator for the benefit of the parties hereto.

Insurance
A. Premiums paid for insurance carried for the benefit of the joint account, together with all expenditures in-

curred and paid in settlement of any and all losses, claims, damages, judgments, and other expenses, in-
cluding legal services, not recovered from insurance carrier.

B. If no insurance is required to be carried, all actual expenditures incurred and paid by Operator in settle-
ment of any and all losses, claims, damages, judgments, and any other expenses, including legal services,
shall be charged to the joint account,

Distriet and Camp Expense

A proportionate share of the salaries and expenses of Operator’s District Superintendent and other general
district or field employees serving the joint property, whose time is not allocated direct to the joint property,
and a proportionate share of maintaining and operating a district office and all necessary camps, including
housing facilities for employees if necessary, in conducting the operations on the joint property and other
leases owned and operated by Operator in the same locality. The expense of, less any revenue from, these
facilities shall include depreciation or a fair monthly rental in lieu of depreciation on the investment. Such
charges shall be apportioned {o all leases served on some equitable basis consistent with Operator’s accounting

practice.

Overhead
Overhead charges, which shall be in lieu of any charges for any part of the compensation or salaries paid to
managing officers and employees of Operator, including the division superintendent, the entire staff and ex-
penses of the division office located at . HWichita, Kansas ., and any portion of the office expense
of the principal business office located at Wichita, Kansas .. but which are not in lieu of district
or field office expenses incurred in operating any such properties, or any other expenses of Operator incurred
in the development and operation of said properties; and Operator shall have the right to assess against the
joint pro rty covered hereby the following overhead charges:
A, $.100.00 per month for each drilling well, beginning on the date the well is spudded and
terminating when it is on production or is plugged, as the case may be, except that no charge shall be made
durmg tléessuwnsmn of drilling operations for fifteen (15) or more consecutive days

per well per month for the first five (5) producing wells.

C. $ ........................ per well per month for the second tive (5) producing wells.
D. $. . . per well per month for all producing wells over ten (10).
E In cormechon wnh overhead charges, the status of wells shall be as follows:

(1) In-put or key welis shall be included in overhead schedule the same as producing oil wells.

(2) Producing gas wells shall be included in overhead schedule the same as producing oil wells.

(3) Wells permanently shut down but on which plugging operations are deferred, shall be dropped from
overhead schedule at the time the shutdown is effected. When such wells are plugged, overhead shall
be charged at the producing well rate during the time required for the plugging operation.

(4) Wells being plugged back or drilied deeper shall be included in overhead schedule the same as drili-
ing wells,

(5) Various wells may be shut down temporarily and later replaced on production. If and when a well
is shut down (other than for proration) and not produced or worked upon for a period of a full calen-
dar month, it shall not be included in the overhead schedule for such month.

(6) Salt water disposal wells shall not be included in overhead schedule,




F. The above overhead schedule on producing wells shall be applied to individual leases; provided that,
whenever leases covered by this agreement are operated as a unitized project in the interest of economic
development, the schedule shall be applied to the total number of wells, irrespective of individual leases.

G. The above specific overhead rates may be amended from time to time by agreement between Operator
and Non-Operator if, in practice, they are found to be insufficient or excessive.

13. Warehouse Handling Charges
14. Other Expenditures
Any other expenditure incurred by Operator for the necessary and proper development, maintenance, and
operation of the joint property. .
HOI1. BASIS OF CHARGES TO JOINT ACCOUNT
1. Purchases
Material and equipment purchased and service procured shall be charged at price paid by Operator, after de-
duction of all discounts actually received.
2. Material Furnished by Operator

Material required for operations shall be purchased for direct charge to joint account whenever practicable,
except that Operator may furnish such material from Operator’s stocks under the following conditions:
A. New Material (Condition “A")

(1) New material transferred from Operator’s warehouse or other properties shall be priced f. 0. b. the
nearest reputable supply store or railway receiving point, where such materizal is available, at current
replacement cost of the same kind of material. This will include material such ag tanks, rigs, pumps,
sucker rods, boilers, and engines. Tubular goods (2 and over), shall be priced on carload basis effective
at date of transfer and f. 0. b. railway receiving point nearest the joint account operation, regardless
of quantity transferred.

(2) Other material shall be priced on basis of a reputable supply company’s Preferential Price List ef-
fective at date of transfer and £. o. b. the store or railway receiving point nearest the joint account
operation where such material is available.

(3) Cash discount shall not be allowed.

B. Used Material (Condition “B” and “C”)

(1) Material which is in sound and serviceable condition and is suitable for reuse without reconditioning
shall be classed as Condition “B” and priced at 75% of new price.

(2) Material which cannot be classified as Condition “B” but which,

(a) After reconditioning will be further serviceable for original function as good second hand material
(Condition “B”), or

(b) Is serviceable for original function but substantially not suitable for reconditioning,

shall be classed as Condition “C” and priced at 509 of new price.

(3) Material which cannot be classified as Condition “B” or Condition “C" shall be priced at a value com-
mensurate with its use.

(4) Tanks, derricks, buildings, and other equipment involving erection costs shall be charged at applicable
percentage of knocked-down new price,

3. Warranty of Material Furnished by Opersator

Operator does not warrant the material furnished beyond or back of the dealer’s or manufacturer’s guaranty;
and, in case of defective material, credit shall not be passed until adjustment has been received by Operator

from the manufacturers or their agents.

Operator’s Exclusivelybwned Facilities
The following rates shall apply to service rendered to the joint account by facilities owned exclusively by

Operator:

A. Water service, fuel gas, power, and compressor service: At rates commensurate with cost of providing and
furnishing such service to the joint account but not exceeding rates currently prevailing in the field where
the joint property is located.

B. Automotive Equipment: Rates commensurate with cost of ownership and operation. Such rates should
generally be in line with schedule of rates adopted by the Petroleum Motor Transport ‘Association, or some
other recognized organization, as recommended uniform charges against joint account operations and revised
from time to time. Automotive rates shall include cost of oil, gas, rep:«urs, insurance, and other operating
expense and depreciation; and charges shall be based on use in actual service on, or in connection with, the
joint account operations. Truck tractor, and pulling unit rates shalil include wages and expenses of dnver

C. A fair rate shall be charged for the use of drilling and cleaning-out tools and any other items of Operator’s
fully owned machinery or equipment which shall be ample to cover maintenance, repairs, depreciation,
and the service furnished the joint property; provxded that such charges shall not exceed those currently
prevailing in the field where the joint property is located.

D. Whenever requested, Operator shall inform Non-Operator in advance of the rates it proposes to charge.

E. Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient.

IV. DISPOSAL OF LEASE EQUIPMENT AND MATERIAL

The Operator shall be under no obligation to purchase interest of Non-Operator in surplus new or secondhand
material. Derricks, tanks, buildings, and other major items shall not be removed by Operator from the joint
property without the approval of Non-Operator. Operator shall not sell major items of material to an outside
party without giving Non-Operator an opportunity either to purchase same at the price offered or to take Non-

Operator's share in kind.




Materisl Purchased by Operator ‘
Material purchased by Operator shall be credited to the joint account and included in the monthly statement

of operations for the month in which the material is removed from the joint property.

bMalerlal Purchased by Non-Operator
Material purchased by Non-Operator shall be invoiced by Operator and paid for by Non-Operator to Operator
immediately following receipt of invoice. The Operator shall pass credit to the joint account and include the

same in the monthly statement of operations.

Division in Kind

Division of material in kind, if made between Operator and Non-Operator, shall be in proportion to their re-
spective interests in such material. Each party will thereupon be charged individually with the value of the
material received or receivable by each party and corresponding credits will be made by the Operator to the
joint account, and such credits shall.appear in the monthly statement of operations.

Sales to Outsiders
Sales to outsiders of material from the joint property shall be credited by Operator to the joint account at the

net amount collected by Operator from Vendee. Any claims by Vendee for defective material or otherwise
sha}l be charged back tfo the joint account, if and when paid by Operator.

V. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT
Material purchased by either Operator or Non-Operator or divided in kind, unless otherwise agreed, shall be
valued on the following basis:

New Price Defined aee
New price as used in the following paragraphs shall have the same meaning and appl-"atlon as that used

above in Section III, “Basis of Charges to Joint Account.”

New Materiat
New material (Condition “A"), being new material procured for the joint accoum but never used thereon, at

100% of current new price.

Good Used Material
Good used material (Condition “‘B"), being used material in sound and serviceable condition, suitable for reuse

without reconditioning,

A. At 75% of current new price if material was charged to joint account as new, or

B. At 75% of current new price less depreciation consistent with their usage on and service to the joint prop-
erty, if material was originally charged to the joint property as secondhand at 75% of new price.

Other Used Material - -

Used Material (Condition “C”’), being used material which

A. After reconditioning wili be further serviceable for original function as good secondhand material (Con-
dition “B’'), or

B. Is serviceable for original function but substantially not suitable for reconditioning,

at 509% of current new price,

Bad-Order Material
Used material (Condition “D’), being material which cannot be classified as Condition “B” or Condition “C",

shall be priced at 2 value commensurate with its use.

Junk
Junk (Condition “E"), being obsolete and scrap material, at prevailing prices.

Temporarily Used Material
When the use of material is of a temporary nature and its service to the joint account does not justify the re-

duction in price as provided in Paragraph 3B, above, such material shall be priced on a basis that will leave a
net charge to the joint account consistent with the value of the service rendered.

V1. INVENTORIES

Periodic Inventories
Periodic inventories shall be taken by Operator of the joint account material, which shall include all such

material as is ordinarily considered controllable by operators of oil and gas properties.

Notice
Notice of intention to take inventory shall be given by Operator at least {en days before any inventory is to

begin, so that Non-Operator may be represented when any inventory is taken.

Failure to be Represented
Failure of Non-Operator to be represented at the physical inventory shall bind Non-Operator to accept the

inventory taken by Operator, who shall in that event furnish Non-Operator with a copy thereof.

Reconciliation of Inventery ]
Reconciliation of inventory with charges to the joint account shall be made by each party at interest, and a

list of overages and shortages shall be jointly determined by Operator and Non-Operator.

Adjustment of Inventory
Inventory adjustments shall be made by Operator with the joint account for overages and shortages, but Oper-

ator shall only be held accountable to Non-Operator for shortages due to lack of reasonable diligence.

Special Inventeries ’

Special inveriteries may be taken, at the expense of the purchaser, whenever there is any sale or change of
interest in the joint property, and it shall' be the diuty of the party selling to notify all other parties hereto as
quickly ss possible after the transfer of interest takes place. In such cases both the seller and the purchaser

shall be represented and shall be governed by the inventory so taken.




PENALTY FOR PRIYATE USE TO AVOID PAYMENT OF POSTACE, 5300
1280}

POSTMARK OF [MAG

-~ Qnst Sffice Wepartment

OFFICIAL BUSINESS

PEMALTY FOR PRIVATE USE 1O AVOID PAYMENT OF POSTAGL, 3900

Retam lo. . Yi

Sbaelmlh'umkr
wPMMuBa}

consmmzou COMMISSION

REG!STERED ART!C!.!

“INSURED PARCEL




Form 3811 .
Bev. 1-£-40

RETURN RECEIPT

: Rccelved from Urc Postrrasler the chtctcml or Insunl Article, the orlgha’
number of whick appears on the face of this Card.

.EL PASQ MATURAL GAS g9,

fsvndutﬂ mdM




