x foix \ .-

E T R s , e

,.,oww, oo...pvvpponﬂo:woa
gle Farms Unit Agreemént ,, _

gﬁ e s g




-iFORI THE
®il Couservation Conmission

SANTA Fg. NEw MEXICO

January 19, 1956

IN THE MATTER OF:

CASE NO__.Q.%__

TRANSCRIPT OF PROCEEDINGS

ADA DEARNLEY AND ASSOCIATES
COURY REPORTERS
605 SiMMms BUILDING
TELAPHONE 3-86691
ALBUQUERQUE. NEw MEXICO




J

o \ BEFORE THE .
R : OIL CNNSERVATION COMMISSION
: ' ' Santa Fe, New Mexico

| Jamuary 19, 1956

- IN THE MATTER OF:
! i ‘ :
; Application of Skelly Oil Company requesting approval :

A t [\ of the proposed Bogle Farms Unit Agreement consist- :

len o R ing of 2240 acres of land in Lea County, New Mexico. ,,
Applicant, in the abovs-styled cause, requests ap- : Case No. 996

|| proval of a proposed unit area embracing 2240 acres

oo © | . of land, more or less, in Lea County, New Mexico, :

P " | consisting of the following described acreage: :

P - Township 11 Seuth, Range 34 East; 5/2 Section 9, :

P ¢ |' All Section 16, E/2 Section 17, E/2 Section 20, All

s o

Section 21. :
:
Dl it e a e e me e e m m oam e oem emw om e m e ow m omm e e e m e w = -+

~. | BEFORE:

Henorable John F. Simms, Jr.,

: : A N Mr. E. S. {Johnny) Walker,
R Z Mr. William B. Macey.

TRANSCRIPT OF HEARING

‘ MR. SELINGER: The appearances for Skelly Oil Company, G. W.
: ’ iMorrOw and J. W. Selinger. We have one witness we would like to have
o | sworn.

P o]  H.H. KADERLI
- - having first been duly sworn, testified as follows:

S | BY MR. SELINGER: -
Q State your name.

A H. H. Kaderli.

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORTERS
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And you are associated with what company?
Skelly Oil Company.

In what capacity?

» R » D

District land manager.

Q Mr. Kaderli, is the Southeast New Mexico area which contains the area
involved in this application in your district or division?

A Itis.

Q Have you, on- behalf of Skelly Oil Company carried on negotiations with
respect to the formation of a unit area known as Bogle Farms Unit Area?

A Ihave.

Q Is this area in Lea County, New Mexico?

A Itis.

{Marked Skelly's Exhibits 1 and 2.)

MR. SELINGER: We would like to offer into evidence what has been
marked as Skelly's Exhibit 1 and Skelly's Exhibit 2 which are the original
signed unit agreement No. 1 and the operating agreement in No. 2 with per-
mission to wit/hd'raw the ‘Originala.ﬁd substitute copies.

MR. MACEY: All right. The exhibits will be received.

Q Mr. Kaderli, are you familiar with the unit agreement which has been
marked as Skelly's Exhibi.t 1? A Iam.

Q Attached thereto are three exhibita which have been indicated as part of]
Exhibit 1 as Exhibit A, B and C. You note those three Exhibits?

A Yes, sirﬂ.

Q Did you have those exhibits made in your office under your supervision?

ADA DEARNLEY & ASSOCIATES
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A That is correct.
Q And are you familiar with them? ~ A Yes, sir, that is correct.
Q Now, Exhibit A of «ne * 1it agreement which is Exkibit 1 in this <~ ve
indicates the unit area, does ‘it, not? A That is correct.
Q Are all the lands inside the unit area owned by one royalty owner?
A That is correct.
Q Who is that royalty ;aner? A State of New Mexico.

Q And how many working interest parties or operators are involved in the

-

unit area? A Two.

Q N#me these two?

A Skelly Oil Company and the Snper*or Oil Company.

Q ~H;a.ve both of those ;:peratorsT siéned the unit agreement as;‘Exhibit'l?

A They have, sir.

Q Attached to the unit agreement which is marked Exhibit 1, in this case
and is indicated as Exhibit B to the unit agreement is a schedule of the per-
centage and ownexrship of oil and gas leases in all lands, is that correct?

A That is correct.

Q Does that give the description and the number of acres in all of the
leages within the unit area? A That is correct.

Q And attached to the unit operating agreement is an Exhibit marked c
ﬁvhich is a structure map based on seismic interpretations, is that correct?

A That is correct.

Q In your opinion would the unit area reasonably contain all of the pro-

ductive portions as far as you know at the present time?

ADA DEARNLEY & ASSOCIATES
BTENOTYPEL REPORTERS
ALBUQUERQUE, NEW MEXICO
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A Yes, sir.

- O Referins to Lxhibit 2 which is the oyerating agreement, are you familigr
with those operating agreermients and Exhibits attached there to?

A Yes, they were prepared under my dir’ectrion. :

Q Are they usual and normal in the traditional oil field operation of part-
nership operations ?

A Yes, sir, almqst universaly used.

Q Now, with respect to Exhibit 1, particularly calling your attention to A
attached thereto, does it indicate where the proi)osed location of the first well
within the unit is to be drilled? A It does. |

Q Would you give that approximate ldcatiqn?

A In the approximaﬁé center of the Southwe-st quarter of the Southwest A

= quarter of Section 16, Township 1l South, Range 34 East of the NMPM Lea
Y Cmnxty‘,’"!few Mexico.

Q In order for the record to be fully comprehjensive, will you indicate by
description the unit area?

A Yes, the mnt area is comprised of the following acreage. As stated all
in Township 11 South, Range 34 East of the NMPM Lea County, New Mexico,
Scuth half Section 9, all Section 16, East half Section 17, East half Section
20, all of Section 21.

Q Now, are all of the laﬁds in the leases included with the unit area? Do
you understand the question? |

A Yes, I understand the guestion. As to four of the leases, yes, as to
two of the leases, no.

il S e
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Q Azid as to those two leases, are any portions outside the unit area?

™ A Yes.

Q Are they immedi=tely adjacent and adjoining the unit area?

A They are.- '

Q Do they involve the same ownerships both as to ’working interest and
royalty interest as the other leases within the unit area?

A Theydo.

Q Are these tracts MmeMIy adjacent and ﬁjohing the unit area?

" A “They are.

Q Agnd from a ratio or comparative standpoint, are they relatively sra.ll
in acrﬁgge as compared to the umit area itself?

A They are.

oy Q Are they in the proportion of five to one or thereabouts?
- A Agproximalely thereabouls, ves.,

Q In your opinion, Mr. Kaderli, would the approval of such agreement
tend to promote the conservation of cil and gas and t}xe better utilizatior of
reservnir‘ienerg} in Vt‘his area? : A It would.

: Q Would, under the operations proposed, the state receive its fair share
of the recoverable oil or gas in place under its land in the unit area? |

A It would. |

Q Would the agreeme‘nt’ be in other respects to the best interests of the
state? |

A In all other respects and in every réapect, it would be to the best in-
terest of the state.

ADA DEARNLEY & ASSOCIATES
STENO1YPE REPORTERS
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Q And, finally, would the agreement provide for an allocatibn of pro-
duction and the sharing of proceeds from a part of the area covered by the
agreement on an acreage basis be a reasonable and fair method of allocation?

A Yes, it would.

Q If the Oil Conservation Commission should approve ihe unit from a
conservation standpoint, would you recommend that the approwval of the Con-
servation Commission Order become effective upon the approval of the State
Land Commission or Commissioner of Public Lands?

A Iwould.

Q And such approval would be a condition precedent for the approval of
the "u‘ni’t‘ijy the Oil Conservation Commission and any changes made by the
Comxn‘iiiiﬁner would be acceptable to the applicant?

A That is correct.

- MR, SELINGER We would like to offer into evidence Skelly's Ex- |
hibit 1 and 2. That is all we have at this time.
m. MACEY: Are there any objections? If not, they will be re-
ceived in evidence.
Any Jquestions of the witness? ) -
MR. NUTTER: I have one question.
| CROSS EXAMINATION

BY MR. NUTTER:

Q You do not fecl that the boundaries as set forth for this unit are unduly

»l.arge to conlam the structure that the seismic crews have picked up?

A We do not. Our records were very good and the theory we appliéd which

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPCRTIRS
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was reflex shooting justifies us in that stand that'it 13 not too large.

Q One other thing. Would Skelly Oil Company be willing to _filé a state-
ment of progress that is being made in this unit at reasonable intervals of
time, say every six months?

MR, SELINGER: The witness may not be able to answer, but on'be-
half of the Skelly Oil Company we would be agreeable.

MR. NUTTER: That is all.

MR. MACEY: Anyone have any questions of the witness?

BY MR. MACEY:

Q Are you familiar with the land office requirement on seg_regéﬁo:_x clanle+
- A Iam familiar with the land Offices regulaﬁons in a general wa’y; Itbzs
been my undevrstanding that the Commissioner in the land Office approva_l": ig
based on examination and study of each individuai case, perbaps.
Q I am not sure, I haven't had a chance to rea.d the unit, but I can't find
the segregation clause in the unit and I sugge"st- that you discuss it with so;ne
land officerx personnei to ba snre von are right before you go any furthe‘r.;

A Be happy to.

MR. SELINGER: We have so been doing, if the Cummission please.

Our positién in calling for this hearing at this time is one of timely importancT o

secondly, it is felt that the matter is being pfé'scnted to this boa;rd from a’
conservation standpoint and is solely a conservation order and the order by
its own terms indicates in the last paragraph of practically every order thiat
this Conservation Commission issues for unit establishment that the order

becomes effective only upon the approval of the Commissioner of Public Land,

Lt co VAT
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:just want to staté our position at the Superior Oil Company that we join in the
application for the approval of this unit with this exception, that we neither urFe

_ nor oppose a segregation clause. ~ The unit agreement does not ‘contain one.

‘and as I read it, it does not provide for satisfactory segreg,ation. Superior
- is willing to ac‘ce‘pt a certificate proving the unit as prepared or to accept a
‘certificate proving it on condition that a segregation clause, the usual. segregT

tmn ‘clause be mcluded

-or que stion of the witness? 1 am- not sure I received your exhibita. If noih-
ing further, the witness may be excused. We will take the case under ad-

‘visement.

-STATE oF NEW ME’XICO )

'COUNTY OF BmNALILLo )

and we have some indication in our records that whatever change the Com-
massion tuakes, it will be saticfacior; to the aprlicant.

MR. BURKHEAD: B. W. Burkhead for the Superior Oil Company. I

.

The language that ywon; are looking for is on page eight of the unit agreement

: e i . ) i
MK. MACEY: Mr. Walker says okay. Anyone eise have any statemeng

EY

CERTIFICATE
Ss

1, ADA DEA.RNLEY, Court Reporter, do hereby certify that the fore-
gding and attached transcript of proceedings before the Oil Conservation Com
mission for the State of New Mexico, is a true and correct record to the best

of my knowledge, skill and ability.

WITNESS MY HAND, this, the ,gimay of January, A.D., 1956.

) st
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BEFORE THE
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
Jarr-~ry 19, 1986
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IN THE MATTER OF: :

Application of Skelly Oil Company requesting approval :
of the proposed Bogle Farms Unit Agreement consist- :

- ing of 2240 acres of land in Lea County, New Meuico. : :
Agplicest, in the above-styled cause, requests ap- : Case No. 996
proval of a proposed unit area embracing 2240 acres : ‘
of land, more or less, in Lea County, New Maxico, :
Mdt& following described acreage: 3

11 Seuth, Range 34 East; $/2 Section 9, :
Aam 16, Ell&cﬂul‘l. E/2 Sectiom 20, All :
m a. 2

>+—:.:-'—vﬁ"-------.p--.‘_ ......... ----*

BEFORE:

Honorable Joha F. Simms, Jr.,
My, E. 8. (Johany; Walker,
Mz, William B. Macey.

TRANKSCRIDT O HE ARG

MR, SELINGER: The appearaaces for Skelly Oil Company, G. W

Morrow and J. W. Selinger. We bave one witness we would like to have |

SWOTR.

H.H. KADERLI
having first been duly sworn, testified as follows:

BY MR. SELINGER:

G State your name.

A H. H. Kaderli.
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O Axnd you are associated with what company?
A Skelly Oil Company.

Q In what capecity?

A Dicttict land madager.

'Q Have you, on behalf of Skelly Oil Company carried on negotiations with

raspect to the tumsﬂﬁdandtauhovnu Bogle Farms Unit Area?

A 1bave. ' 7 SRR
‘ Q Is this area i Lea County, New Mexico? |
A Itis.
v (Marked Skelly's Exhibits 1amd 2.)
| MR. SELINGER: We would ukc to offer into evidence what has been \
- " | arked as Skelly's Exhibit t sad Skelly's Exhibit 2 which are the original

d‘nﬂl unit agreement Neo. 1 and the operating agreement in NO- Z wiils pee

miasion to withdraw the original and substitute copies.
3 MR. MACEY: All right. The exhibits willbe received.

» | Q Mr. Esderli, are you umnhr with the unit agreemant which bas been

marked as Skelly's Exhibit 17 A lam. ' ‘
() Attached thereto are thr‘-.:.e ;exhibits which have been indicated as part of

Exhibit | as Exhibit A, B and C. You note ttose three Exhibits? |
A Yes, sir.

¢ Did you have those exhibits made in your office under your supervision?

_ ADA DEARNLEY & ASSOCIATES
: STENOTYPE REPORTERS
ALBUQUERQUE. NEW MEXICO
TELETHONE 1-6691




A That {s correct.

Q And are you familiar with them? A Yes, %li:. tﬁat is correct.
T T[T TT@ Rew, Exhibit A of the unit agreciucat which is li:xhibit 1 in this case
indicates the unit area, does it not? A That tn ccrnct.

Q Ave all the lands inside the unit area owned by one royalty omr?

A That is correct.

Q‘ Whe {- that royalty owner? A Suate bf Ho\i Meéuco.
| Q And how many working interest parﬂas%or op-rhtoﬂ iarc hvolnd in the
unit area? A Two .
Q Nams thoss two? |
A Skelly Oil Gmyuﬂ the Superior OnCcmpuxy

" 0 Have m of those operators aigncd the unit cg%acmea' as Exhibit 12
': T A 'ﬂuy hn. sir. ‘
Q Atiached to the unit agreement which is marked Exuhit 1, in this case

[T,

_and is Indicated as Exhibit B to the unit agrq’oment is: a -clgadnlc of the pir-'- -

ancd oy barumi o

- , cantrue and awnership of oil and gas leases in an‘hfuh, is that correct?

A That is correct.

Wit ot
CHE Oy
e b

Q Dool&utginth.dcurtpﬁoaandthenumherofacruinallofth.
leases within the unit ares? A That in cortect.

Q Aad attached to the unit operating a;reemcnt ip an E;zhibit_mrhd FC

3
}

which is a structure map based on seismic iﬁterpreftticns}. is that correct?
A That is correct. | |
2 In your opinion would the unit area reqsonablyfconta@ all of the pro-

ductive portions as far as you know at the present tiftne?

ADA DEARNLEY & ASSOC!ATES
STENOTYME REPORTERS :
ALBUQUERQUE, NEW MEXICO |
TELEPHONE 3-6691
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A Yes, sir.

. Q Referring to Exhibit 2
rating agreements and Exhibit

which is the aporsﬁqg agresment, are you umll.l*

with those ope s attached there to?
d under my direction.

useal and pormd in the gr-muoun oil field operation of part-

A Yas, they were prepare

nership operations ?
sir, almost universaly used.

A Yes,
Exhibit 1, particularly calling your

Q Now, with respect to

does it indicats where the P
A It does.

am to A
. astached thereto, roposed location of the first well
within the unit is to be drilted? |

Q Would you give that approximate
of the Southwest quarter of the
Range 34 East of the NMPM Les

location?
A In the :ppgm center Southwest

quarter of Section 16, Township 11 South,

Ceounty, New Mexico.
for the record to be fally comprehenaive, wili you indicais |57

Q In order
degcription the unit arsa?
A Yes, the unit area is comprised of the following acreags. As stated all
No'x Mexico,

ast of the NMP)M Lea County,

ia Township il South, Range 34 E
ction 17, East half Section

South half Section ¢, ali Section 16, East half Se

20, all of Section 21.

are all of the lands in the leases jncluded with the unit area? Do

¢ Now,

you understand the que stion?
As to four of the leases, yes, asto

A Yes, 1 understand the question.

two of the leases, no.

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




Q And as to tho-o twolleu:u, are any portions outside the unit area?
A

des.

Q Aro thcy immbdhtely n.dj&cont and adjotning the unit arsa?

A Thcy are, B

2Q Do they invo!n th-um ownerships both as to v_otking interest nnﬂ"
nyalfy hhrdnt as th. oﬂnr lé‘au‘a within the unit area? |

A They do |

2 Are lll.n tracts hnmodﬁ'hly adjacent and M}oin!a‘ the unit area?
. A '!‘hym

2 Asd Inm . utl. or comtnntive w ars thcy relatively ssnall
in acreags as cmapu-ed to the uniz area itself?

A They are.

Q Are Mh&cﬂpro‘porﬁo:aolﬁntromormw?‘

A A”rczhnauly t!nndbm. yes. .

Q In your ophian. Mr. Kadarli, would the approval of such agreement
tond to .maui‘a the cén-eruu&‘ of oil and gas and the better utilization of
rcumitmrgyiuthioamﬂ - A ltvould.’

Q Would, nndor the opout(cnl proposed, the state receive its fajr olurc
of the ucmnhlc oft _or gas in phce under ita land {3 the unit area?

A It would, ‘

Q Would the agraement be in cther respects to the be;t interests of the
state?

A In all other respects and in eveiy respect, it would be to the best in-

terest of the state.

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQUE, NEW MEXICO
TELEPHONE 3-6691t
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Q Asd, fimally, would the agreement provide for an allocation of pro-
duction and the sharing of pro~seds from a part of the area covered by the
agreement on an acresge basis be a reasonable and fair méthod of allocation?

A Yes, it vnnid

Q 1f the O Conservation Commission should approve the unit frem a
conservation standpaiat, would you recommend that the approval of the Con-
servation Cemmiasion Order become effective upen the approval of the State
Land Commission or Commissioner of Public Lands?

A Iweuld. "

Q Asd such qpproni would be a comdition precedent for the aM of
the wsit by the Oil Conservation Commission and any changes made by the

Gommissionsy weuld be acceptable to the applicaat?

A Twat is correct.

MR. SELINGER: We would like to offer into evidence Skelly's Ex-
hibit 1 and 2. That is ali we havs at this times.

MR. MACZET: Are there any objactions? If not, they will be re-
ceived in evidence.

Any quasiioas of the witnes3?

MR. NU‘I‘TER: I kave one question.

CROSS EXAMINATION

BY MR. NUTTER:

Q You do not feel that the boundaries as set forth for this unit ave unduly
large to contain the structure that the seismic crews have picked up?

A We do not. Our records were veiy gocd and the theory we applied which

ADA DEARNLEY & ASSOCIATES
STENOTYPE RUPORTERS
ALBUQUERQUE, NEW MEXICO
TeLErHONE 31-6691
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: this Cionurvation Commission issues for unit establishmant that the order

“ becom‘fes effective only upon the approval of the Commissioner 6f Public Land

n1 reflex shooting justifies us in that stand that it is not too large.

Q One other thing. Would Srally Oil Company be willing to file a state-
u# of progress that is being made in this unit at xeasonable intervals of
ﬁn’. ay every six montha? A

L MR, s:x.mazn. The witness may not be able o anewer, but om be-
hl!' ‘f the Shllly Ooil Com’uny we would be agreeable.

| MR, NUTTER: Thatis all. |

] MR. MACEY: Anyone have any questions of the witness?

14 on.. M cEY: | |

Q Are yon Mﬁur with the land office requirement on segregation clause,

A§ xm:ammuwmmuuomu u.nhﬂoalina;mnl w-y. It has
bun my \udu'mndinz that the Commissisnss ia the land Cffice approval is

bnnd oa mmimton and stndy of each individual case, perhaps.

Q X am mot sure, lhann‘thsd a chance to read the nit. tui § can't find
the u:rqation clause in the unit and I sumst that you discuss it with somce
land b!!!ee! ;-.-.'e'-‘--‘! ¢z % zurs you are righat beiore yu go any farther.

Al Bc hq;py to.

MR. SELINGER: We  have s0 bern doing, if the Commission please.
Our ppdﬁu in calling for this huring at this time ls one of timely hnporttnc‘
mouglly. it is felt that the matter is being presented to thie board from a

conservation standpeint and is eolely a conservation order and the order by

its own terms indicates in the last pangraph'of practically avery order that

4

-

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORTERS
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 nor oppese & segregation clause. The unit agreement does not contaia ome.

~ is willing to accept a ceﬂmcm proving the unit as pnpu-od or to accept a

and we have some indication in our records that whatever change the Com-
miseion makos, it will be satisfactory to the applicant.

MR. BURKEEAD: B. W. Burkhesad for the Superior Oil Company. I
jutmtﬁmu cur position at the &prbrwwmtﬁjohhb-
application for the approval of this unit with this mw. _:lnt we neither u#t

mm&tmm loohhglothonpapd’td&owtw
aad- as I read it, it does not provide for uﬁcfactory zagngauon. Supomr

mmitaceﬁmm:u‘rmem :huunum-*

tien clause be hchdod
' MR. MACEY: Mr. Walker says okay. Aayone else have any lnhn-+

or question of the witness? 1 am not sure I received your exhibits. If noth-

ing futther, the witaess may be excused. We will taks the case under ad-

visemaent. | ‘ | |

CERTIFIGATE

STATE OF NEW MEXICO, )

COUNTY OF nm:uux.x.o.i > 7‘

i, ADA DEARNLEY, Court Reporter, do hereby certify that the fore-
going and attached transcript of proceedings before the Oil Conservation Com:
mission for un‘sm. of New Mexico, is a true and correct record to the best
of my knowledge, skill and ability.

WITNEES MY HAND, this, the aiﬂ day of January, A.D., 1956,

ADA DEARNLEY & ASSOCIATES
STENOTYPE HEPORTERS
ALBUQUERQUE, NEW MEXICO
TELEPHONE 3-6691
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April &9, 1957
In reply refer to; ,. “ ‘

Unit Dlvisiea i 5

Skelly Dil Co.

Tulsa 2; Sltizhoma
: Atteation: Mr. T. F. Thompson R
i .
: | . Superior 04! Co.
f }idland, Texas
. Re: Ternination of Bogle Farac
Unit Agrecment "
‘Centlemen:
Wz ere enclosing crne cony of your Requost Tor
L Termination of tne 8agle Farns Unit Aqrecment.
: This request, signed by both S/el y 01 Camnuny
, , and The Superior Oil Comnpany, the only Interszied
. i i parties. was anproved by thao Commissioney of Pubklic
' TE Lands on Apru 29, 1957, and sheall beceme e¢ffactive
f Hay L, 1957, -
Ce o . Thamdng you Jor your proapt action in this
: TR T ; mat*
5 Vaery truly joars,

ti¢c Lands

Bys Teo Zilberry, ouae:‘ﬁso;-

G{1l anc< Gas Departm nt

MM/

enc: 1
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LAND AMD LEASE DEPARTMENT

h

' SKELLY OIL COMP.

TULSA 2 .0OKLAHOMA

Degfnber 6, 1955

A. L. CASHMAN, vick PRESIDENT

D. M. HILL, MQR. CENTRAL BIVISION _ &
A. 3. O'ROUAKE, MAR. NORTHERM DIEY BN 3
W W. SIMPSON, MAR_ SOUTHERN LFBION - &
T. F. THOMPSOR, MGR. LEASK RE
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<Approva1 of Bogle Farms
Tnit Agreement

\ ‘ 4 ;i-'s A % 3
; i A <. A
lif . ,5& }ﬁiﬁ a4 , Lea County, New Mexico

Dear Sir:

Pursuant to discussion between Mr. Jack Swink
of the Superior 01l Company and yourself and Mr. WalkeT,
we desire this letter to be our application for hearing
before Trial Exeminer in approving & Skelly operated
Unit Agreemsnt between Skelly and Superior, covering
2,210 acres as follows:

a2 Sec. 93 all Sec. 163 B2 Sec. 173
N

—~

£2 Sec. 203 all Sec. z1-115-34%

Attached hereto are three exhibits jndicating the
unit area jnpvolved, the gchedule of percentage and owner-
ship of the oil and gas interests in the lands, and thirdly,
~a structure map showing that the unit will cover substantially
all of the probsble productive area. All of the lends
covered in the sbove description are State lands, and we
desire to drill a proposed Devonian test to approximately
13,500 fte, with the proposed 1ocation being in the swh

Sl of Section 16-118-34E.

It is our understending that this matter will
pe heard by Qr;a;ﬂa;gminﬁnvin»SantawFB‘ﬂf¢10:0ﬂ”A&*H-,
Monday, December 19 :7
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Mr. W. B. Macey December 6, 1955

Our information is that thé following compeanies
have acreage offsetting the unit:

Chio Jaka Hamon -
Gult Amerada
Atlantic Sinclair

Yours very truly,

SKELLY OIL COMPANY

GWS/ i1
CC: Hon., E. S. Walker
Lend Commissioner

State Capital
Santa Fe, New Mexico
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EXHIBIT "A*
SKELLY OlL COMPANY -CPERATOR
BOGLE FARMS UNIT
T-11-5 R-34-E€
LEA COUNTY, NEW MEXICO
SCALE: 1"=2000°




- eibad A e :fu.miw.mpw bt R 1 gﬂu«m}fw@ T
it A e E e .
]
EXRTRIT "g"
BOGLE T ARK3 UNIY
mrow:. 0i1 Comoany = Onerator
SCHRDULE 02 PERCTNTAGE & OWNEWSIHIP OTL
o & GAS THTERSSTS TN ALL TAWDS
. . »
NN, Stete #Landowner & : ~ Resnnd Owmar Viorzing Intersst
Tract Yo. of Leage WMo, Parcentare of' of Tense Overriding Cwm r & Perecerntare
Hog Cescrinnion beres & Nate Rovaelty  ____ _Applieation Royeltv I Tnteprast
1 5/2 Sze, G M o £~9206 State of . Lamar Tl Wane - Sko1ly C11 Co, 07,57%
TN Zen, 15, ):A0 (7-19-55) Yoy Nexico
T-11-%, P=3L-8 1284 ,
2 S Sec, 14, :
T=31l-7, He3leE 160 . E«G210 Py R, Prvan More Sirelly 011 Co, 87.,50%
(?7=19-55) , _
' -
2 £/2 sec, 16 320 ‘ F-2l16 State of Skelly 0t) Co, None Skelly 011 Co, 87.350%
‘ y 3 .
(7=1013) Yew Mexlco o
1234
L R/? Sec, 20 : . :
T~11l=S, Re2j% | 320 KaL)Q7 State of . - Skelly Ct1 Co, None Skelly 0i) Co, 87,504
(H=21=55) New =axirn . : : _
: 12 . |
oy T/2 See, 17 4 | A
T-11-8, R=3iL-8 3z2n  E~&h6h State of Sunericr D!l Co, Nona Saperior R7 ., BGY%
: : , (0.21 %] ) New Moxico _
S 10
6 Snee, 72 , .
Ta) a3, Re=3it-F 6l;0 Baf202 , State of Carper Nrle, Co, None Sunerior 87,50%
. (7-20-5L) . ¥ey Mexieo . - ;
e 12%% L e
I damp
# - ALl WNew Mexico State Lanas
TS ey e I T AT NIV T I N g - ) R— y e A s b i o A kil T .




i o .

e et 4R M 5 Y LS

R-34-E

Superior

1002 m/

 E———— 10

’—~3k “g -I . 1502 /M ‘

1
Stete

1ILET N :
| S S

=

n
oy
g
[¥;)
g
£

29

STRUCTURE MAP
SEISMIC INTERPRETATION
ON TOP DEVONIAN ?
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EXHIBIT “C”
SKELLY OIL COMPANY-OPERATOR

BOGLE FARMS UNIT
T-11-S R-34-E
LEA COUNTY, NEW MEXICO

SCALE: 1"-2000"
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EXHIBIT »C”
SKELLY Oll. COMPANY-OPERATOR

BOGLE FARMS UNIT
T-11-S R-34-E
LEA COUNTY, NEW MEXICO

SCALE:

2 2000°

A S R 5 e b e RS e e

) SN

";,
k-




P S

® 9 10
Skelly
E-3205
1.19.85
Tracr 7
. 7 Stalte
i -
‘ Superior !
: E-84G4 !
) 9%.11.64 .
T Teacr 7
i
i
7RacT S5 -+ o —— ‘.5
Skelly
E-9230
118.¢s ,
7eAcT 2 . -
! L;f’foca"’”
Q o i
Stale 3 : 5,’2&
‘ Skelly Superizr
E-309 E-85302
e.2.e5 120.%4
i
" Tracy &
7 22
) ‘ State )
29 28 o7
EXHIBIT “A”
SKELLY OlIL COMPANY-OPERATOR

BOGLE FARMS UNIT

LEA

T-11-S R-34-E
COUNTY, NEW MEXICO
SCALE: 1"=2000

B e

e s A I i M LN

L ARC LAV BT A G

QG s Vs w i A




Degcrinnlion

¥o, of

[

gL

L

8/2 Sec, ¢
zi\r Ser, 15,
T=-11-%, R=3L-8

mul\a\.nﬁ wgﬁ.l u.n._ »
T-11-3, HalieB

£/2 Sec, 16

®/2 Sec, 20
T=1lle3, Re7lj=E

__Acras

ot - At o (e

L.RO

150

320

370

v o S O e

LAk Y ool o L T

e v VA,

EXRTBIT "BY

BOGLE 7ARMS UNIT
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SCHEDTLE QF PESCTNVAGE & OWNSHSMIP OTL

Reanrd Owmer
of TLo=se

Overriding

Working Interest
Owrnr /A Percentane

Application Royeley 0f Tntsrast

Lamar funt Fone Skol1lw 11 Coe A7,507%
7, R, 2prven Nore srelly 031 %o, 97.50%
Skelly 011 Co. None Skelly 011 Co, 87,50%
Skelly 011 Co,  None Sikally 0il Co, 87,50%
Superioer 011 Ce, Nona Sonerior 87 .50%
Carper Tple, Co, Vona ‘Superior 87,507

% - 411 Wey Mexico Ttate Landg
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| weitin %_F :g,LY OIL COMPANY

PRODUCTION DEPARTMENY TULSA 2.OKLAHOMA

J. 8. FREEMAN, VicE PRESIDENT

-

-

December 9, 1955

Re: Bogls Farl,smUni't o

¥r, Warren Mankin
Bew Mexico Conservation Commission

Box 871
Santa Fe, New Mexico

Dear Sir:

Your telephone csll in my absence was passed on to

me this morning advising that you could not set this matter
for hearing on December 19, and that January 19 would be the

most practical date for presentation of our matter. In line
with your advices we are herewith requesting January 19 for
‘hearing on this matter.

Th§ unit sgreements are being prepared now, and as
== 'a»e rwanared. circulated and execuied, we will

- TS 1
soon as wasy &I ©°F =

send copies to the Oil Conservation Commission and to Mr,
Walker, Land Cosmissioner,

Z very truly,

George Selinger

VPRV Sl S

GWS :zmr

ce-Mr. H, H. Kaderli
, Skelly 0il Company
! Box 993
’ ~ Midland, Texas

i




OIL CONSERVATION COMMISSION
P. O. BOX 871

"SANTA FE. NEW MEXICO

Februoary 24, 1956

We entiese 2 sopy of Ordsr R-755 issued February 20, 1956,
by the 01l Cemservation Commission in Cass 996, which was heard
pad ; .

Very truly yours,

W. B. Macey
Ssaretary -~ Directer

Wz hrp
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The record evmsr shoutd de
. ihtu a8 mny Ofl Co. Ve have changed our

January 30, 1956

!
1

Shelly 11 Co. |
« 0. Bex 1650 : , },;'
n:n. Okishoma o

" Attemtien: Ne. V.J. stmrt
Land Dop_nrtacat

Re: ( Bogie Parms Unit Ares
, Lea Cownty, M. Mex.
Oentlenens
Wa sre emsicsing three coples of the
Bagle Parws Unit Wy

€ Leads Jamuary 30,

We wéeid cgll ynr stiention to Ixhinit "3"
One and Twe.

2it "B" secordingly.

Alse enclesed i3 Official Receipt | e uos?o
tn tkc smount eof 325.00 te cover f11¢

Vny truly m.

E. S. WALRER
Comnisstonsr of Public Lands

emes 4

cets  UsGS-Roswell
OCC=Sants Fe

Bamn

v

s R 22

e R I 0 AOTPMSSETUIIN, 35590 g <

ol SREEIE Neho

g Ay i b
ety oo i g IR <R

*,g.ﬁ,.‘,. « - YyTh

S

oy nen gk




[N THE MATTER OF THE HEARING

| cALLED BY THY OIL CONSERVATION
| COMMISSION OF THE STATE OF NEV
}\usxxco FOm 35" FURTOEE oF

i CQ!!LBERM:
o CASE NG. 996

PR

Oraet ne. D788

——

d" A
e TR e

ALl
SECTION AT, R/tlﬂc'ﬂﬂ 29, AL
\lﬁtﬂ&WBw ,
\I‘Munu. NP
i‘ ennormcw
% _I'rutcowxoxx R
\, Tuowwuwwmﬁvo'dshmn. on January
i 19, 1956, ot Sante F8, =S¥ Meanits, the O Cono® Cemmission
“ of Meow , haveinafier nl-tuitonm-"“»“_-"w:--_".
\l\l NOW, ou this 20¢ day of FabTussY¥. 1956, e Gommission,
- || & aueswm ving coashisTet 4 sad the evidumes
\\ .au:u'» --‘beénghntadﬁp“u&t,ndnﬂ. \
| ' rRiDS:
\$ _—
1. rwm,ﬂkmunmunwu”m‘

| o

1\ 2. Tmm,equ“ult,}-ﬁﬂhwuté
\, mMaddlaﬂﬂ'ﬂﬁ.p‘MudM

. : _

1\ nstuxutmoan:mz

!'
{ SECTION 1. Thet this order shall be known A% the

_ii_gﬁbt FARMS UNIT AGSIKlLFﬂT ORDER.

GECTION 2. (a) That ths project perein seferred to shall be
kpown as the Bogle Farms Unit Agrumcnt., and shall seraaiter DS referred




- .
o

2
Order No, R-75%

“{b) Thaai ise pian by which the Project shall be
operated shall be embraced in the form of a usit agresment for the devalep-
ment and eperatisn of the Bogle Farms Unit Ares referved to in the Petiticast's
petition and filed with said petition, and such plan shall be knewn as ths Bo;lq ;

| Farms Unit Agraermcat Plan,
)

v ! SECTION 3.  {s) That the Beglé Farms Unit Agresmest Plas
4 be, and the same h‘onby ap’nnd in princiyle as & preper conservsiion
rosasere; provided, however, that netwithstanding any of the provisiensd cen-
uuhmuitmmt. this appreval shall net be considered as wai
i or relinguisdisg iu sny maaner any right. duties or shligation which are new,
A or may bereafinr, be vested in the Hew Mexice Oil Conservatisa Commi e
by isw relative 1o the supervision and contrel of eparations for anplavation | = .

sad dovelopment of any lands committed to said Begle Farms Unit Agrédment,
or relative te the preduction of ¢il or gas therefrem.

- . (i) That the Unit Opsrater puriedicslily shall fie
i3 : with the Commission, & Statoment of Progress summarining apsrulions for
explovatisn and dovelopwant of any ltnds commitind to shid Begle Farvi) 1
Agreament. This statement of progress shall be flied within 38 days ct.  the

' ~ expiration of each six-meniks peried Suring the term of e Unit Agvesnent, |
- " " and shall contain sush pertisent data 85 may be necovsary fnr the Com- a

g ' ? missien te determine the progress being mede in the Bagle Farms Unit Ares,

Vg Do

SECTION 4. That the Unit Area be snd the same is heredy
delinsated 35 feilows:

NEW MEXICO PRINCIPAL MERIDIAK, NEW MEXICO

TOWRKENMIP Il SOUTH, RANGK 34 KAST
Section ¥: s?z :
3 | : Soetion 16, AN ' R
. , | Section 17:  X/2
Section 29: XK/2
Sesetien 211 AN}

csontaining 2240 scres more or less.

SECTION 5. That the unit sperater shall file with the Com-
missicn an execuled original or exceuted ceunterpart of the Bagle Farms - *
- Unit Agresement within 30 days sfier the iffective date thereef.

SECTION 6. That any party owning rights in the unitised
substances who doss not commit such rights te said unit agreement before -
the effective date thereel may thersafier become a partly thareto by sub- «
scribing te such agresment or countarpart thereef, or by ratifying the same.
The unit cperator shall file with the Commission within 30 days an orlgiul
of any such counterpart or ratification. _

1
1
.
I
i
1
i
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Order Neo., R-T55

SECTION 7. That this evder shall bacomne sffsctive upon
approval of said vail agreemest by the Cemuiissisnsr of Public Lands of
the State of Naw Mexice snd shall terminate facty wpes the Wrminstion:
of stid cult agrescaent. The lnet mit sperater intaly nstify the
Commissieoner in writing of such termination. '

DONE at Senta Pe, muumaﬁayumm

 STATE OF KEYW MEXICO
Oll. CORSERVATION COMMINGIN

rd

JCmEN ¥. S1MMS, Chsirman

@)

W. B. MACEY, Member and Secroiary

ir/
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HAK: VW

cc Skelly 01) Company
Taisa, Oklahoma
Attention: Mr. Stewart,
Land Dept.
Attention: Mr, Sellenger,
Production Dept.
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| BEFORE. THE
' OPERATING AGREEMENT %t ShS:rveiioh Commsion

EXHIBIT No._¥__
CASE
: AGREEMENT entered 'into on tf:ns_,__day of _ January 19 5 ,
b by and between SKELLY OIL COMPANY, a Delaware corporation. hereinafter designated as Operator and

:‘f the undersigned party or parties other than O ~rator, WITNESSETH THAT:

WHEREAS, sandpamesarethcowvnetsofoulandgas interests or oil and gas leases as set forth in
and covering lands described in Exhlblt A, atrached hereto and made a part hereof; and

WHEREAS, it is dcsmed to enter’ into an operating agreement with respect to such interests; o r
NOW, THEREFORE, it is agreed as follows: P 4

1 k ;

Subject to the terms and oondmons hereinafter set forth the followmg land (hereinafter referred to ! S
as “the premises”), to-wit: {
i
The South Ho.lf (8/2) of Section 9; /
All of Section 16; the Eaat Half /
(n/zz of Zio&tion '20; and A1l of “"ﬂ
Section 21, iTownship 11 South, . P‘( I 4

Range 3l East, Lea County, New )
Mexico, containing 2240 acres,

more ‘or less, o Un*l“;:,g] 4 ﬁ

K&
B

shall be developed and operated for oil “and gas purposes by Operator. . :
y | ; ,

Exhparqhermmpresentstoallotherpamsberemrhmheotn as the case may be, owns and has
good title to the oil and gas interest(s)’ or lease(s) shown in “Exhibit A” as belonging to him or it which,
under Section 3 hereof, soraremadesnb)ectnothxsagreement,andmtheeventoflossorfmlmofadc
mathaauypantheteofagrea .

(a) thac he or it shall boldtbeodnetpattmhctetohatmlessfromandsbaﬂmd:nmdythem
dlloa,m&,damgeatﬂcxpenxvhmhmymﬂtfmmmmanymmmbemmofdxddm ‘ ; -
to such ocher partes of production; if any, -obtained hereunder from the portion of ‘the premises cov-
ered by such lost or failed interest(s) or lease(s) or by the payment, if any, to such other parties of the

&nvedfmmd'esaleofauysnchptoducnontheref'om,pmrmthedatesandloasmfaﬂureof
tide is finally determined, and :
: (b) d:mthnsormmterestmandmrhepmdu@nobmmdfromthepremwmbmhemshaﬂbe :
. taducedmptopomontomch!ossorfanlureofhlsormsudeasofdledatesuchlossorfaﬂureofnde
2 ! is finally determined; provided, that 'such revision of ownership interest shall not be retroactive as to

’f operating costs and expenses mcurred or as to revenue or production obtained prior to such date, but if

said party has not recouped out of his share of production from the premises covered by this agreement -
or in some other manaer his part of said costs and expenses of developing and operating said premises
to said date, then he shall be entitled to continue to receive the same proportionate part which had
theretofore been credited to him by :reason of hssownershxp of such iost or failed title of the production
from the producing wells, if any, then on said premises, and any well or wells then being completed
or bemg drilled thereon for the joint account until he shall have been thereby reimbursed for a like
proportionate part of such previously unrecouped costs and expenses.

T

L A N

The term “loss or failure of title,” as used hereinabove, shall not include any loss or failure of title resulting
from the termination of any interest because of nonproduction or the cessation of production from or under
such interest or through forfe:ture thereof for failure to comply with a covenant to develop or protect such
interest against drainage.

PAGE 1
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The respective interests of the parties hereto which are subjected to this agreement are set forth in
“Exhibit A" attached hereto and made a part hereof. If any interest listed in “Exhibit' A” hereof is shown
by such exhibit to be an unleased interest in oil and gas rights, then such unleased interest shall be treated
for all of the purposes of this agreement as if it were an oil and gas lease covering such’ unleased interest on
a form prov:dmg for the usual and customary one-enghth (18) royalty and cor.taining the' usunl and customary
“lesser interest clause.” This agreement’shall in no way affect the right of the owner of any such unleased
interest to receive an amount or share ¢. priluction < ivalent {0 the .oyalry whuch we: d be payable or due
if such unlkased interest were subject to an oil and gas lease as provided in the preceding sentence.

4
All costs, expenses and liabilities accruing or resulang from the operation of the premms _pursuant to

this agreement shall be shared and borne and all production of oil and gas from said land, subject to the pay-

ment of applicable royalties thereon, and all materials and equipment acquired parszgnt hereto, shall be
owned by the parties hereto in the following respective proportions:

Skelly 01l Company 57.143%
The Superior 0il Company 42.857€

5

shall have full control ofthepremzssmb;ectedhecemand,sub)ecttothe prov:snonshereof
shall conduct and manage the development and operation of said premises for the production of oil and gas
therefrom. Operatorshallpayanddnscha:geallcostsand expenses incurred pursuant berewo, and shall
charge each of the parties hereto with his or its mpecuveptopomonateshateupontheoostandexpmbasas
provided for in the Accounting Procedure artached hereto, marked “Exhibit B” and made a part hereof. ‘Each
partyhetemorhetdmnOperamtwdlprompdypayOmtamrsuchcostsasa:eheteundetchargabietoh:m

or it.

6

If any of the mineral interests or any of the oil and gas leases held by the partics on the premises covered
hereby be subject to a2ny overriding royalty, production payment, or other charge in addition’ to or other than
the usual one-eighth (38) royalty, the party contributing any such mineral interest or lease shall, ar his or
its sole cost and expense, bear, assume, and discharge any such overriding royalty, production payment, or
other charge and his or its share of the production or the proceeds thereof shall be subject. thereto.

7

(a) Each party holding an oil and gas lease subjected to this agreement shall, before the due date, pay
all delay rentals or shut-in royalties as the case may be, which may become due under the lease or leases con-
tributed by him or it, and each pariy paying such rentals or royaltes shall, within ten (10) ‘days after same
have been paid, but at least ten (10) days prior to the due date, notify Operator of such payment. Operator
shali furnish similar information as to its own lease(s) to any patty hereto who requests such information.
The burden of paying such rentals or shut-in royalties shall fall enirely upon the party required to make pay-
ment thereof hereunder. In event of failure to make proper payment of any delay rental or shutin royalty
through mistake or oversight where such rental or royalty is required to continue the lease in force and such
failure results in the termination of the lease or a part interest therein (it being understood that any such
failure shall not be regarded as a title failure within the meaning of any other section of this agreement),
there shali be no money liability for such reason on the part of the party failing to make such payment. In
the event any lease subject hereto or any interest therein tcrminates for non-payment of delay rental or shut-in

PAGE 2
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royalty, the party owning such lease shall make a bona fide effort to secure a new lease covering the same
interest and make same subject to this agreement and in event of failure to secure such new lease within a
reasonable time the interests of the partics hereto shall be revised so that the party failing to make such pay-
ment will not be credited with production or cbarged with cosrs and expenses by reason of his or its owner-
ship of the lease or part interest therein which!so terminatexi. :

(b) In the event this agreement is condmoned upon approval or acceptance of titles and provides that
any loss or failure thereof shall be borne and shared proportionately by the parties hereto (which condition
and provision, if they be herein contained, are set forth in Section 2 hereof) all defay rentals or shut-in roy-
alties paid as requued by paragraph (2) of this Section 7 shall be borne by the parties’ heteto in the propor-
tions set forth in Section 4 hereof, and each of the partiés shall be billed for his o its shate thereof.

8

Without the consent of parties hereto whose interests aggregate at least _Om® hundred
per cent (LQQ %) of the total interests subject to this agreemént —

(a) No well shali be drilled on the prermses except any well expressly provxded for by this agreement
and except any well drilled pursuant to the provisions of Section 9 hereof; and

(b) No expenditure in excess: of $54M_____ shall be made by Operator in developmg or
operating the premises or for capital qwestment except in connection with 2 well the drilling of
which has ‘been previously authorizéd pursuant to this agreement; provided; however, that in case
of explosion, fire, flood, or other sudden emergency, whether of the same ot different nature, Oper-
ator may take such steps and incur such expetises as in its opinion are required to deal with the
emergency and to safeguard life andfproperty, but Operator shall, as promptly as possible, report
the emergency to the other pames ‘hereto. ‘

f . 9

Should the parties hereto whose interests aggregate the percentage of total interest prescribed in Section
8 above fail to agree upon the dnllmg of any pattlcular wellon:the pretmses sub;ecr hereto, then the’ party or
parties desiring to drill such well (heremafuer called consenung parties”) shall give the other party or parties
(hercinafter called “non-consenting' parties”) ,wnrten notice thereof specifying the proposed depth or forma-
tion to be tested, the location of such well (whxch location shall conform to the well-spacing program, 'if any,
for the specified depth or formation), and the éstimated cost of such well, and advising of all dry hole com-
mitments obrained in connection therewith, and speafymg a date (uot less than thirty (30 days from the
date of such notice) on or before which non{onsenung parties shall in writing advise the consennng parues
of their election either to consent or not to consent to the drilling of such well and to participate in the
cost thereof. Each non-consenting party who m due time shall have so given his written consent thereto shall
thereupon - become a consenting party, but those who in due time communicate their dissent or fail or
decline to make any response, shall continue to be non-consenting parties. If at the expiration of said sped-
fied date the aggregate interest of those consentmg doss not equa[ said prescribed percentage, then the con-
senting parties, in order to be entitled thegbenefxts of this section hereinafter set forth, shall at their sole
cost, expense and risk commence the drilling of such well at the specified location within sixty (60) days
thereafter, and with due diligence continue the drilling thereof to the proposed depth or formation, and such
well shall conform to all niles and regulanons presceibed by authorities having ;unsdxcnon in the premises.
If any such well be drilled and completed as a dry hole or non payzng well, then the entire cost and expense
of the drilling, abandoning and plugging of such dry hole or non paying well, and all liabilities accruing or
resulting therefrom, shall be borne and paid by the consenting parties. If oil and/or gas be encountered in
paying quantities in any such well 4t the deprh or in the formation specified in the written notice of the party
drilling same or at any other depth or in any ¢ other formation p:oducaon from which at the location of said
well will not interfere or conflict with the op?anon of an existing producing well of the parties, it shall be
completed and equipped for production by the consentmg parties at their risk, cost and expense, and then de-
livered to and operated by Operator. Upon *the commencement of any such well within the time and a
the location spec1f1ed but subjec: to the condmons and right of reverter provided for in this section, con-
senting parties — in addition to owning then' respecnve pmpomonate interests as provxded in Section %
hereof — shall also own and be entitled 1o receive in proportion to their said respective interests what would
have been the interest and share of each nop-~consenting party in such well, the leaschold operating rights
in connection therewith, the equipment therein and thereon, and share of production therefrom, and shall
bear and be liable for what would have been such non-consenting partys part of the costs and expenses of
drilling, completing, equipping and oPerazmg said well had all parties hereto consented to the drilling thereof
until

(1) said well be abandoned, if compleced a5 a dry hole, or if completed as a paying producer but aban-
doned prior to the payout of such non-consenting partys interest as provided in (1) below, but
in either of said events consenting parties shall continue to own such intetest and share in the
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salvageable equipment therein and thereon to the extent necessary to recoup any unrecouped part
of zuch payout, or

i

(11) the value of or proceeds from what would have been such non-consenting party’s share of such
production (after deducring all royalties, overriding royalties and/or production  payments, if
any, to which such interest or share is subject) received by consentmg parties, together with any
other payments received by them on account of such non-consenting party’s interest, ' shall

; equal 3} —— percent (2009 ) of what would have been his or its portion of

: the net cost of drilling, comp!etmg and equipginfsuch paying producer for production after deduct-
ing what would have be n his or its share in any amount realized from the sale or dxsposmon of
the equlpment acqmred in connecnon therewith or the operation thereof plus ore hundred (100%.)

~percent of what would liave been his or its portion of (1) ali tort liabilities, it any (except those
resultmg from wilful or gross negligence), accruing or resulting from the dnllmg, completing,
equipping and operating of such well, and (2) - the cost of operating such paying producer during
the time such recoupment is being made,

i
-
A
g

and thereafter such interest and share in such well and rights in connection therewich shall revért to and
such interest and share in the equipment therein and thereon and the production therefrom shall be vested in
and owned by such non-consenting party, who thereafter shall bear and be liable for his or its share of the
costs and expenses in connection with the further operation of said well, as if all parties had consented to the
drilling 'hereof

i ® up 'Pge provxs:ons c;f%mn 3 sﬂ]?gav]éigc‘)eap% 1eat08 s 0% and until the initial test well shall have
i been drilled on the premises subject to this agreement.

10

" No well which is producing or has once produced shall be abandoned without the mutual consenz of i
the parties hereto; provided, however, if the parties are unable to agree as to the abandogment of ‘any well, :
chenthepartyorpam&snotdsnrmgtoabandon the well shallpayortenderto&choftbeparus desmnguo
abandon his or its proportionate share of the reasonable value of the material and equipment ip and on’
said well, such value to be determined, so far as possible, in accordance with the attached “Exhibit B” —
Accounting Procedure. Upon receipt of said sum, each party desmng to abandon such well shall, w1thout;
express or unpl.ed warranty of title, assign to the party or parties paying said sum his or its interest in said
well and the equipment therein, together with all of his or its rights in all working-interest producuon there-
from which may thereafter be produced from the formation or formations from which such well is producing.

If there is ‘more than one non-abundonmg party, such assignment shall run in favor of the non-abandoning
parties in proportion to their respective interests.

o

11

The number of employees, the selection of such embloyes, the hours of labor, and the compensation
for services to be paid any and all such employees, shall be determined by Operator. - Such employees shail - !
be the employees of Operator. ;

12

Operator shall have a lien on the interest or interests of each of the other parties hereto that are snb-
;ected to this agreement, the oil and gas produced therefrom, the prooeeds thereof, and such party’s interest
in the material and equipment thereon and therein, to secure Operator in the payment of any sum due to
Operator hereunder from each such party. The lien herein provided for shall not extend to any royalty
interests in or under the premises subject hereto or the production therefrom. And it is agreed that in event
any amount due and owing to Operator by any other party hereto is not paid as herein elsewhere provided
within fifteen (15) days from the due date thereof, Operator may serve a written order on the purchaser or
purchasers of such other party’s share of such oil and gas, and the service of such written order shall authorize
and require such purchaser or purchasers to pay to Operator the proceeds thereafter becoming due and owing
i for such share until Opezator shall have been fully reimbursed to date for and on account of such other
party’s delinquent part of such amounts so due and owing under this agreement, together with interest thereon
at the rate of six (6% ) percent per annum, but it is agreed that this remedy shall not be exclusive; provided,
however, that all parties hereto shall have the right to sell and dispose of their respective interests in the
oil and gas produced from the premises subject hereto free and clear of such lien and the purchaser or
purchasers thereof need not take notice of said lien until default in payment and service of such written order
as above provided, in which events each party hereto agrees that 2t any time when it may be in arrears in
payments hereunder, but only in such event, it will execute upon request, such additional instrument as may
be necessary or desired to further evidence such lien and to provide for the prompt discharge theieof.

en e e Ny
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?13
With respect to his or its proportionate share, 'of the oil and gas produced from the premises, exclusive
of production which may be used in development and producing operations on said premises and inpre-

paring and treating such production for ‘marketing pl}rpg,ses and production unavoidably lost, each of the
parties hereto, subject to the other provisions of this! agreement, shall — -

(1) take in kind or separately dispose of his | or its said proportionate share of such production;

(11)  be entitled to receive directly paymem fo; his ot its proportionate share of the proceeds from the
‘sale of such production and execute any d:vxslon order or contract of sale on all purchases or
sales pertammg to his or its interest in such producnon

i
(111) pay or cause ra be paid il -phtiedle ropalties o on such production; and

(1v) bear any extra expenditure incurred by H1e takmg in kind or separate disposition by him.or it . .-

of his or irs proportionate shart of such ‘)r{x.LCtmn

In event any party herero shall fail to make the arrangemencs necessary to zake in kind or separately dnspo&
of his or its proportionate share of the oil of gas produced from said premises, Operator shall have the right,
subject to revocation at will by the party owning same§to pu"chase such oil and gas or sell the same 0 others
for the time being at not less than the market price prevaxlmg in the area and not less than the price which
Operator receives for its own portion of such oil or gﬁs, any such-purchase or sale to be subjéct always to
the right of the owner of such oil or gas to exercise, it any time, his or its right to take in kind or separately
dispose of his or its share of such oil or gas not prewoi:sly delivered to a purchaser pursuant hercto :

14

Surplus material and equipment from' the premises, whick in the judgment of the Openmr are not
necessary for the development and operation thereof, ay be sold by Operator to any of the parties to this
agreement or- to others for the benefit of all parties héteto, of may be divided in kind between such parties.
Proper charges 2nd credits shall be made by Operamt as provided in the Accounting Procedure, marked

“Exhibit B,” attached hereto.

15;

Each of the pames hereto shall have access to the p premmes atall reasonable times to inspect and observe
any operations thereon, and shall have access at reasonable times to information pertaining to the development
or operation thereof including Operator’s books and tecords relating thereto, and Opeiator, upon réquest, shall
furnish each of the other parties hereto with copies of all drilling reports, well logs, tank tables, daily gauge
and run tickets and reports of stock on hand ar the firstiof each month, and shall make available samples of
any cores or cuttings taken from any wells drilled hereunder

16%

All wells drilled on the ptemxses shall b be dniled oin a competitive contract basis at the usual rates pre-

vailing in the atea. Operator, if it so desires, may employ ies own tools and equipment in’the drilling of
wells, but in such event the charge therefor shall not exceed the prevailing rate in the field, and such-work
shall be performed by Operaaor under the same terms and conditions as shall be customary and usual in the
field in the contracts of independent contractors who are domg wortk of a similar nature.

17"2

The leases in so far as same are covered by this agreement shall not be surrendered unless the parties
mutually consent in writing thereto. Should any party at any time desire to surrender the leases sub)ect
hereto and the othér party or parties should not consent thereto, the party desiring so to surrender (if it
still desires to surrender afrer the other party or parties: have refused their consent) shall assign without
express of implied warranty of title all of his or its interest in such leases and in the wells, material and
equipment located thereon, and in the producnon therefrom to the party or parties not desmng to sutren-
der, and thereupon such assigning party shall be relieved from all obligations thereafter accruing (but not
theretofore accrued) hereunder. From and after the making of such assignment the assignirig party shall
have no further interest in said leases or in the equipmert thereon or the production therefrom, but shall be
entitled to be paid for his or its interest in any material on said leases at its reasonable value determined, so
far as possible, as provxded in the attached “Exhubit B". Ifisuch assignment shall run in favor of more than
one party hereto, the interest covered thereby shall be shared by such parties in the proportions that the interest

~of each party assignee bears to the total interest of all parties assignee.

18
In the event any party desires to sell all or any part oif his or its interests which are subject to this agree-
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ment, the other party or parties hereto shall have a preferential right to purchase the same. In such event,
the selling party shall promptly communicate to the other party or parties hereto the offer received by hint
or it from a prospective purchaser ready, willing and able to purchase the same, together with the name and
address of such prospective purchaser, and said other party or parties or any one or more of them shall
thereupon have an option for a period of ten (10) days after the receipt of said notice to purchase such interest
at and for the offered price and upon the offered terms for the benefit of such remaining parties hereto as
may agree to purchase the same. Any interest so acquired by more than one party hereto shall be shared by
the parties purchasing the same in the proportion that the interest of each party so acquiring bears to the

S total interest of all parties so acquiring. The limitations of this paragraph shall not apply where any party

- hereto desires to mortgage his or its interest or to dispose of his or its interest by merger, reorganization,

4 -consolidation or sale of all his or its assets, or » --le of his or its interest hereunder to an affiliate, subsidiary
of parent company.

g ‘A In event of a sale by Operator of the interests owned by it which are subject hereto, the holders of a
‘ majority interest in the premises subject hereto shall be entitled to select a new operator but unless such
selection is‘made the transferee of the Operator shall act as operator hereunder.

19

; Each party hereto shall promptly nonfy the other parties hereto of any and all dry-hole contribution
= ; agreements which he or it may obtain concerning the drilling of any well on the premises subject hereto. In
the event the parties hereto, or any of them, receive a contribution toward the drilling of a well hereunder
g on the premises subject hereto, such contribution shall be owned by each party hereto in the proportion in
which the cost of drilling such well is to be borne by him or it. )

20

The habnhty of the parties hereunder shall be several and not joint or collective. Each party shall be
responsible only for his or its obligations, as herein set out, and ‘shall be liable only for his or its pro-
portionate share of the cost of developing and operating the premises subject hereto. :

21

Operator shall not be liable for any delay or default in performance under this agreement due to any
cause beyond its control and without its fault or negligence, including, but not restricted to, acts of God
: or the public enemy, acts or requests of the federal or state government or any federal or state officer pur-
3 i porting to act under authority, or war, fites, floods, storms, strikes, interruption of transportation, frcxght
embargoes or failure, exhaustion or unavadabxhty or delays in delivery of any materials, equipment or service
necessary to the performance of any provision hereof, or the loss of holes, blowouts or happening of any
k- ! unforeseen accident, misfortune or casualty whereby the drilling or completion of any well or the carrying
: on of any operation hereunder is delayed or prevented. Provided, further, that no party bereto shall be re-
= quired against its will to adjust 2 labor dispure.

- The provisions of this agreement shall be subject to all federal and state laws, executive orders, rules

~or tegulanons, and to all otdets, rules or regulations of all federal or state officers, agencies, boards or com-
“‘missions which ir any way, directly or indirectly, relate toor affect the performance of any of the provisions
of this agreement, but no party hereto shall suffer a forfeitute or be lisble in damages for failure to comply
with any of the provisions of this agreement, if such compliance is prevented by, or if such failure results
from, comphance with any such law, order, rule or regulation; and in the event this agreement or any pro-
vision hereof is found o be inconsistent with or contrary to any such law, order, rule or regulation, the latter
~ shall be deemed to control and this agreement shall be regarded as modified accordingly and as so modified
shall coatinue in full force and effect.

T i
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(h) In event of any contlice Ixtween chis agreement and ehe attached Accounting Procedure, marked
"Exhibit B," this agrcement sh i1l control,

23

Opemtor shall render, for ad valorem tax purposes, the | pn:mxscs covered hereby, together with all tangi-
ble property, however classificd, appureenant thereto if, and to the extent that Operator deems such property
then to be subject to ad v-\loum taxation and shall pay, tor the bencfit of the parties. hereto, such ad valorem
taxes which Operator decms (0 b wssessed v..hdly against suct. property. When paid, such zd valoren: caxes
shall be ch;uged to the joint account as pmv:dcd in the actached “Exhibit B”

’ ‘2’4
LA its opuon, Operator may require cach other. pmy hereto to advance his or its proportionate part of
development and operaiing costs according to the following conditions:

: On i)t before thé first day of each calendar month, Operator shail submit to each other party an
itemized estimate of costs and expenses expected to be incurred during the succeeding calendar mooth.

. Within tén (10) “days afeér submission of such estimate, each other party hereto shall pey his or its pro- -

. portionaté” part of such estimate to Operator. Should any other party fail to pay his or its
part of such estimate to Operator within the aforesaid ten-day period, the same shall bear interest at the
rate of six percent (6% ) per annum. Adjustments between estimates and actual costs shall be made

;by Operator at the close of each calendar monch and the accounts of the parties hereto shall be adjusted "

accordmg!y
25

"Tbe term | “oil and: gas as herein uscd shail include casinghead gas ard any other mineral covered by soy
oil tnd 8as leaie sub)ected hereto.

26

All notice$ which are requxred or authorized to be given hereunder, except as otherwise specifically
provided hercin, shall be given in writing by mail or telegram, postage or charges prepaid, and addressed
t the party ©0 whem such notice is given as follows

Skelly 011 Company
Skelly Bullding
~ Tulsa, Oklahoma

The Supérior Gil Company
‘- Midland, Texas

Any notice 'to be given under any provision hereof shall be' deemed given only when received by the
party to whom such notice is directed, and the time for such party to give any response thereto or to take
any action in regard thereto shall run from the date such notice is received..

27

(For insertion of other provisions, if any, such
as drilling of initial test well, insurance, etc.)

Skelly 0il Company is hereby designated as "Operator"™ under the
terms of this agreement and as such shall use 1its best efforts to com-
mence or cause to be commenced within sixty (60) days after the effec-
tive date hereof operations for the drilling of = well at a location
in the approximate center of the Southwest Quarter (SW/’.[.) of the South-
west Quarter (SW/l) of Section 16, Township 11 Souvii, Range 3 East,
Lea County, New Mexico, and shall prosecute the drilling thereof with
due diligence and in a workmanlike mammer to a depth sufficient tc test
the Devonian Formation, expected to be encountered at the approximate
depth ‘of 13, SOO feet, unleas production in commerclal quantities 1s
encountered at a lesser depth or unless some formation or condition is
encountered at such lesser depth which would make further drilling in-
advisable or impracticable,
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28

Operator shall carry such Workment's Compensation and
Employers' Liability Insurance as may be requirad by the lews

~of the State of New Mexico, provided that Operator may be a

self-insurer as to either or both of such risks, if permiss-~
able, under the laws of sald state. No other insurance shall
be carried by Operator for the beneflt of the parties hereto
except by mutual consent of the parties.

29

Bach party hereto hereby elects that he or it and the
operations covered by this agreement be excluded from the
application of Subchapter K of Chapter I of Subtitle A of
the Internal Revenue Code of 195k, or such portion or portions
thereof as the Secretary of the Treasury of the United States
or his delegate shall pérmit by election to be excluded there-
from, insofar as all or any portion of said Subchapter K may
be applicable to the parties hereto In respect of the opera-
tions covered by this sgreement. Operator is hereby authorized
and directed to execute on behalf of each of the parties hereto
such additional or further eévidence of said election as may be
required by regulations issued under said Subchapter K, or,
should said regulations require each party to execute such
further evidence, esach party asgrees to execut e such evidenre,
or to join in the execution thereof. -

30

The parties hereto having entered into that certain
agreement, captioned "Unlt Agreement For The Development and
Operation cf the Bogle Farms Unit Area, Lea County, New
Mexico" (hereinafter referred to as the ®*Unit Agreement"),
of even date herewith, 8ll of the terms, provisions and con-
ditions of said agreement are incorporated herein by reference
and mede a part hereof with the same effect as 1f set out in
full herein.

31

Notwithstanding any ‘provision hsreof to the contrary,
this agreement shall not become effective, nor shall Operator
incur any liebility hereunder, unless:

(1) This agreement and said Unit Agreement
have been executed by all parties to
said agreements prior to February 1,

(2) Saild Unit Agreement shall have been ap-
proved by the Commissioner of Public
Lands of the State of New Mexico and
his Certificate of Approval has been
executed and issued.

Should this agreement become effective, 1t shall be effective
as of the date hereof.
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32
This agreement shall become effective as hereinabove
provided and shall remain {n full force and offect for a
term coextensive with that of sald Unit Agreemsnt and may.

‘be terminated 4n whole or in part by mutual consent of the
parties hereto.

o e AT

ThSagremmtshaHbebm&mguponmepam&hem,tbmwmmandamgnsaddnm
hereof stnli‘éons:imte a covenant running with the Jands and leasehold estates covered bereby.

mWI'fNESSWHEREOPthepardshcréwMWsignedmkggxemmmedayandywﬁm

|

ATTEST: SKELLY OIL COMPANY
By , i
Assistant Secretary Vice-President
 THR SUPERIOR OIL COMPANY
ATTEST?
~ By
Secretary : Sresliden
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~ Interest
Date
‘Deseription

Date

EXHIBIT A
' to
OPERATING AGREEMENT

The South Half (S/2) of Section 9; All of

Section 163

the Bast Half (E/2) of Section

20; and All of Section 21, Township 11
South, Range 3l East, Lea County, New
Mexico, containing 221;0 acres, more or less

LEASES CONTRIBUTED BY SKELLY OIL COMPANY:

Lessor Ty

Lesses H3

”

Lesgor

Lessee s

Interest

”.

Date
Description

Lessor H

L

Lessee

Interest

”

”

Description

(1]

Lessor

[ 4]

Lessee

o

Interest
Date 4

Description:

B

.

"

State of New Mexico, Lease No. 3-9209
Skelly 01l Company
A1l

July 19, 1955

8/2 Section 9, and M¥/k Section 16
ro-nship 11 South, Range 3l East, Lea
County, New Mexico, containing h,80
acres of land.
State of New Mexico, Leasc"ko. E=9210
Skelly 0il Company '
A1l
July 19, 1955
sW/L of Section 16, Township 11 South,

Range 3l East, Lea County, New Mexico,

containing 160 acres of land.

State of New l[exico, Lease Noe. E-Zi;lb
Ske 11y 011 Company

Al}

Pebruary 10, 19k9

E/2 of Section 16, Township 11 South,
Range 3l East, Lea County, New Mexico,
contalning 320 acres of land.

State of New Mexico, Lease‘ No. E~Q09Q7
Skelly 01l Compeny

All

June 21, 1955

E/2 of Section 20, Township 11 South,
Rangy 3l East, Les County, New Mexico,

containing 320 acres of land.
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EXHIBIT A = Continued

2.

LEASES CONTRIBUTED BY THE SUPERIOR OIL COHPABY:

Lessor H
Lessee H
Interest H
Date H
Description:
Lessor H
Lessee s
Interest H
Date H
.Deseription:

State of New “exico, Lease No. E=-8446l
The Superior 011 Compsny

A1l

September 21, 195k

E/2 of Section 17, Township 11 South,
Renge 3l East, Les County, New Mexico,
containing 320 acres of land,

State of New Hexico, Lease No’. E-8302
The Superior 011 Company

A1l

July 20, 195k

'Sedt‘idn 21, 'fo"nship 11 South, Range

East, Lea County, New Mexico, con-~
taining 640 acres of land.

e
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EXHIBIT “B"” PASO-T-1985-2
Attached to and made a part of

Skel.ly. 031

L PN R‘-.-L - “-tnn =
Atk Asbdtiidney B SATwm. . LA

ACCOUNTING PROCEDURE

(ONIT AND JOINT LEASE OPERATIONS)

: 1. GENERAL PROVISIONS ) ‘
Definitios
“Joint property™ as herein used shall be construed to mean the subject area covered by tie agreement to which this “Accounting Procedure” is st-
tached.
Opmtu nlaemnundslullbecmtrudwmantl\cpanydeusnudwronducttl\ede\-dopmntMwlud:hubmt“fwlh
joint account of the parties hereto.
“Non-Operator™ as herein used shall be construed to mesn any one or more of the non-operating partics.

Statements and Billings

Operator shall bill Noa-Operator on or before the last day of each month for its propoctionate share of costs and expenditures during the preced-
ing month, &chbﬂhvﬂlhwﬂdwmmnﬂectingtbetonlcomand:hanﬂamfmhmw._l_....m:
A. Scatement in detsil of all charges and credits to the joint account.

3. Sestemunt of all charges and credits to the joint u:mnt.nmmedbywnuclmﬁumnd:mnof;hmdmd.

'C.m.'fc&m.

(1) Desiled statement of material ordinarily considered controllable by operstors of oil and gas properties;

(2) Seatement of ordinary charges and credits to the joint t ized by appropriate classifications indicstive of the nature cthereof;
nd

{3) Dutailed statement of any ocher charges and credits.

Esch party shall psy its proportion of all such bills within fifteen (15) days after receipt thereof. If paymeat is not made within such time, the
unpaid balance shall bear interest ar che rate of six per cent (6% ) per annum until paid.

Adjestmeats
Payment of any such bills shall not prejudice the right of Non-Operator to protest or question the correctness thereof. Subject to the tpei
noted in Paragraph § of this section I, all statements rendered to Non-Operator by Orcrator during any calendar year shall lusively be p d

to be true and coerect after twenty-four (24) months following the end of any such calendar year, unless within the said twenty-four (24) moath
period Noa-Operator takes written exception thereto and makes claim on Operator for adjustment.  Failure on the part of Noa-Operatoc 1o mak:
clainy ‘on Operator for adjustment wirhin such period shall establish the correctness thereof and preclide che filing of exceptions thereto or making
of claims for adjustment thereon. The provisions of this paragraph shall not prevent adjustments resulting from pl\yacal inventory of property as
provided for in Section VI, Inventorics, hereof.

Aundits

A Noo (Dxerator, upon actice in writing to Operator and ail .ocher Non-Operators, shall have the right to audit Operstor’s accounts and records
relating to the accounting b der for any calendar year within the twenty-four {24) month period following the end of such calendar year, pro-
vided, however, that Nonm-Operator -must ctake written exception to and make claim upon the Operator for all discrepancies disclosed by said
audit within said twenty-four (24) month period. Where there are two or more Non-Operatnrs, the Non-Operators shall make every ressonable
effort to conduct joint or simultancous audits in 2 manner which will result in 2 minimum of inconvenience to the Operator.

IL DEVELOPMENT AND OPERATING CHARGES
Subject to limitations bercinafter prescribed, Operator shall charge the joint account with the following items:
Rentals and Royalties
Delay or ocher reatals, when such rentals ase paid by Operator for the joint account; royalties, when not paid directly to royalty owners by the
pucchaser of the oil, gas, casinghead gas, or ocher produces.
Labor

A. Salaries and wages of Operztor’s employees directly engaged on the joint propcrty in the development, maintenance, and operation thereof,
including salaries or wages paid to geologists and other employees who are ccmporarily assigned co and dicectly employed on- 2 drilling well.

B. Operator's cost of hciiday, vacation, sickness and disability benefits, and other cusromary allowances applicable to the salaries and wages charge-
able under Subparagraph 2 A and Paragraph 11 of chis Section IL  Costs under this Subparagraph 2 B may be charged on 2 “when and 2s
paid basis” or by “percentage jassessment” on the amount of salaries and wages chargeable under Subparagraph 2 A “and Paragraph 11 of this
Section 1. Tf percentage assessment is used, the rate shall be based on the Operator’s cost experience.

C. Costs of zxpenditure: cr contributions made pursuant to assessments imposed by governmental authority which are applicable to Operator's labor
cost of salaries and wages as provided under Subparagraphs 2 A, 2 B, and Paragraph 11 of this Section IL

Employee Benefits

Operator’s current cost of established plans for employees” group life insurance, hospitalization, pension, retirement, stock purchase, thrife, bonus,
and other bencfit plans of a like nature, applicable to Operator’s labor cost, provided that the total of such charges shall not exceed ten per cent
{10%) of Operator’s labor costs as provided in Subparagriphs A and B of Parizraph 2 of this Section II and in Paragraph 11 of this Section II.

Material

Material, equikmtnt. and suppl’es purchased or furnished by Operator for use of the joint property. So far as it is 1easonably practical and con-
“stent with efficient and economical operation, only such material shall be purchased for or transferred to the joint oroperty as may be required for
immediate use; and the accumulation of surplus stocks shall be avoided.

Transportation
Transportation of cmployees, equipment, material, and supplies necessary for the development, maintenance, and operation of the joint property
subject to the following limitations: ~

A. If materisl is moved to the joint property from vendor’s or from the Operator's warchouse or other ‘properties, no charge shall be made to the
joint account for 2 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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(4) Wells permanently shut down but on which plugging operations are deferred shall be dropped from the 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.

(3) Wells ocing plugged back, drilled deqnf or converted to a source or input well shall be included in the overhead schedule the same 23 drill-
ing wells.

(§) Temporarily shut-down wells (other than by wvemmul regulatory body) which 2re not produced or worked upon for 2 period of a full
calendar month shall not be included in the overbhesd schedule: however. wells chut in by governmenss! regulizacy $ody shill b6 included
in the overhe> * achodule aly in (le avens 1 luwabic pooduction L. transferred to other wells on the 1i.¢ prun-~ty. In ine event of 2
unit sllowsbie, all wells capable of producing will be d in determining the overhead Charge.

(7) '&thﬂlumdu’h bmounhil be comsidered a3 two walls in the producing overhesd schedule.

(3)Lusu.:wawwV&Mmbwathumguuhmhumh-dhmud 8 secondary recovery program

- on the joimt propeety.

C. The shove overhesd schisdule for producing wells shall be ipplied to the total number of wells operated under the Operating Agreement to which
this sccounting procedure i attached, irrespective of individual lesses.

D. lth'dﬁe‘ly-wththmmm»ﬂyulywd:ﬂhuudwdmmmdmaocMu“&t‘
comstruction oc opirstion of sdditionsl fecilities such as, but not limited to, gasoline plants, P ing peojects, salt wazer
disposal facilities, and similar inseallstions.  If &t any tinw any ordldﬁmb«mmm:hm&mamwwﬂh
wmnummwdbamddnrmum

E. The shovs wpecific overhiad rates may be amended froen time 20 umebymumthtvcn()pmwandﬁon-bpenmd,nm&qm
founl to be insufficient oc M

om-mmwmmmmmnm
}(vaﬂy:ﬁlwmwhfoﬂoﬂb’&M)
B X

14,

4,

Other Expenditures .
Any expenditure, othet than expendmu-a which are covered and dealt with by the foregoing provisions of this Section 1I, incurred by the Opera-

tor foe the mcunry and proper develop and operation of the joint property.

IIL BASIS OF CHARGES TO JOINT ACCOUNT
Purchases

Material and equipment purchased and service procured shall be charged ac price paid by Operator after deduction of all discounts actually received.

Materizl Furnished by Operator

Material required for shall be purchased for direce charge to joint account whenever practicable, pt that Op may furnish such
marerial from Operatoc’s stocks under the following conditions: ’

A. New Material (Condicion “A”)

(l) New macerial trinsferred from Operator’s warehouse or ¢ other properties shall be priced f20.b. the neasest reputable supply store oc ‘raitway
reeavnzpmt.wl\uruch materisl is awailable, at currént replacement cost of the same kind of material. This will include materisl such
as tanks, pumping units, suck mds.mduh«mprwx. Tubulargoods.tvo—mcb(z)adovw,dsdlbeptwdonw-
load basis effective at date of wransfer snd fo.b. railway receiving point mearest the joint gardless of guantity transferred.

{2) Otber material shall be poiced on basis of 2 reputable supply company’s preferential price lisc etfecuve at date of transfer and f.o.b. the store

‘ o railway receiving point nearess the joint account optranon where such macerial is available.

(3) Cash &w-nt shall noc be allowed.

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

(1) Material which is in sound and serviceable condition and is suitable for rcuse without reconditioning shall be classed a3 Condition "B™ and
priced. at seventy-five per cent (75%) of new price.

(2) Material which cannoc be classified a5 Condition “B™ but which,

(a) After reconditioning will Le further serviceable for original function 1< good secondhand 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 fifty per cent (509 ) of new price.
(3) Material which cannot be classified as Tondition "B or Condition "C” shall be priced at a value commensurate with its use.
(4) Tanks, buildings, and other equipment involving erection costs shall be charged at applicable percentage of knocked-dowr new price.

Premium Prices

Whenever materials and equipment are not readily obtainable at the castomary supply point and at prices specified in Paragraphs 1 and 2 of chis
Section 1 because of national emergencies, strikes or other unusual causes over which the Operator has no control, the Operator may charge the
joint account for the required materials on the basis of the Operator’s direct cost and expense incurred in procuring such materials, in-making it
suitable for use, and in moving it to the location, provided, however, that notice in writing is furnished to Non-Operator of the proposed charge prior
to billing the Non-Operator for the material and/or equipment acquired pursuant to this provision, whereupon Non-Operator shall have the righe,
by so electing and notifying Operator within 10 days after receiving notice from the Operator, to furnish in kind, or in tonnage as the parties may
agree, at the location, nearcst railway receiving point, or Operator’s siorage point within a comparable distance, all or part of his share of material
and/or equipment suitable for use and acceptable to the Operator. Transportarion costs on any such material furnished by Non-Operator, at any
point other than at the location, shall be burne by such Non-Operstor.  If, purseans 2o the provisions of ¢his paragraph, any Non-Operator furnishes
material andfor equipment in Lind, the Operator shall make appropriate credits ctherefor to the account of said Non-Operator.

Warranty of Material Furnished by Operator

Operator does not warrant the macerial furnished beyond or back of the dealer’s or manufacturer’s guaranty; and in case of defective material, cred-
it shall not be passed uatil adjustment hac been received by Operator from the manufacturers or their agents.

Operator's Exclusively Owned Facilities

The following rates shall apply to service rendered to the joint account by facilities owned exclusuvrly by Operator:
A. Water, fuel, power, compressor and other auxiliary services 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.

4
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B. Automotive equipment at cates commensurate with cost of ownership and operation. Such rates should generaily bc n line with the :chduh of
nwadnptedbyxln?nmleumﬂm'l’rwpon Amtwn.ormotb«m_,' d organization, 23 rec iform charg
joint account operations and revised from time to time. Auromotive rates shall include cost of oil, gas, repairs, insurance, and other openung
expense and depreciation; and charges shall be based on use in 2ctusl service on, of in connection with, (in join¢ asccownt operations. Truck
and tractor rites may include wages and expenses of driver.

(o Afulnu;lullbedm‘edfortheunofdnllmgmdc\nnm;-ou: toots and lnyotbnmmc of Operator’s fully owned machinery of equip-
ment which shall be ample to cover msi preciation, and the service furnished the joint property; provided that such charges

shall noc exceed those currently pnvalm; in the f-,-ld wlm'! the joint property i I-u,u:l hlhax wnits ;hll h chn.nd b hudy raul com-

Tamd’ 3 qpcntmg spolics, ir ‘depe , and

- mentErat 2o with- the-cost-of ownenup AU UPETALION, WRKH IHAIL INCIUGE | Fepa
taxes. Pulling unit rates may include wages ana expeises of the operator.
D. A fair rate thall be charged for lsboratory services pesformed by Operatoe for the benefit of the joint sccount, sueh as gas, water, coce, snd say
other ‘analyses and tts: provided such charges shall not exceed those currently prevailing if pecforaied by outside sbpbice laboestories.
Wheaiver vequusied, Operator shall inform Non-Operator in advance of the rates it peopoves 1o charge. -
" F. Races shall be revised and adjusted from time to time when found to be cither excessive ov inmfficient. -
’ IV. DISPOSAL OF LEASE EQUIPMENT AND MATERIAL
ThOpenmrshllbcundernooblnpnonwp-rchmmmmofNon—Openm-nurpluwumadhudmm;l The disposition of msjor
ntmofmplum-umﬁhchnd«nch,nnb,mmp-mpnsumu,mdtubdatgoods,:bdlbe bject to ! dtlerminstion by the pertids
0; provided Op :!\allhavethen;httodnponolnomalxcmulnmof;unkmdxnpmatetdatb«byhamfuaukfmzh
joiat: property.

mmby&emmnﬂm-l)mhr

Material’ pu:h-d by cither the Operator or Non-Operator shall be credited by the Operator to the joint sccount for the month in which the
material is removed by the purchaser.

Divisien in Kiad
Division of material in kind, if made between Operator and Non-Operator, shall be in proportion to their respective interests in such material. Each

.

'mwﬂﬁnup.becﬁandndtndullyvmh tbenluofthematendmvdumuebymhm and corresponding credits will be

7‘

1.

msdc by the Operater to the juint account. Such credits shal) appesr in the monthly st of

(3

Sales to- m .
Seles to outriders of materid from the joint property shall be credited by Cperator to the jeint account at the net amount collected by Operator

fn-vel&r. Anyda_byvedehl&unmﬂcuh‘mwkwum&pﬂmﬁﬂ*ﬂhm
.. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT

Wpurcbudbyeﬂber Operator or Nou-Operater or divided in kind, unless otberwise agreed, shall be
valucd on the following basis:

New Price Defined

New price s used in the following paragraphs shall have the same meaning and application 23 that used above in Section I, “Basis of Charges
Joint  Accoust.”

New Material

. New ‘material (Coadition “A™), being new material procured for the mxmchmﬂudthmamw’am(l“ﬁ)dw-

rem new price (phiss sales tax if any).

Mﬂﬂlm

Geod umd misterisl (Conditian “B™), keing used msterial in sound and scrviceable condition, switsble for rewse without reconditioning:

A Atmyﬁvc;ceat(7!%)dcmmmnfmd'nebngdtophtmauv.u

B At siaty-five per cent (65%) of current new price if material was originaliy charged to the joint property #s mcondhaad at seventy-five per
comt (75%) of new price.

ommw

Used material (Condition “C"), st ﬁf:ypuua: (50%) of current new price, being used material which:

. A Afuer meconditiening will be further meviceable for original function as good mcondhend material (Condition *B"), or

B, Is servicesbls for originel function but substantislly not sultsbls for recondiioning.
Bad-Order Material
Mlﬂdqnbauf(&adubn“b") whkhhmbawun&fwhuﬁdmwubnmnwmmhfuﬁcuﬂnh
muhmﬁdih,rbdmshuwnﬂcwuh&ud:mmﬂyu‘h&am
Jenk
Tonk (M“E‘).bdn“umdlcmmmd.uwﬂmpru
Mmﬂywm :
Whea the e of materis] is temporary and its service to the joint sccount does not ,usufv the reduction in price s provided in Paragraph 3 B,
sbove, siuch material shall be priced on a basis that will lesve s net charge to the joint sccount consistent with the value of the service rendered.
; V1. INVENTORIES
PMMMNMMWW

A rensonable intervals, inventories shall be takea by Operstor of the joint sccount material, which shall include all such material as is oedinarily
considered controllable by operstors of oil snd gas properties.

Wiitten nctice of intention to ke inventory shall be gives by Operator at least thirty (30) days before sny inventory is to begin ro that Noa-
Operator may be represtnted when sny inventory is taken.

Failure of Non-Operator to be represented at an inventary shall bind Non-Operator to accept the inventory taken by Operator, who shall in that
event furnish Non-Operator with a copy thereof.

Reconciltation and Adjustment of Inventories

Reconciliation of inventory with chusges to the joint account shall be made by esch party at interest, and a list of overages and shortages shall be
jeinily determined by Operator and Non-Operator,

Inventory adjustments shall be made by Operator with the joint account for overages and shortages, but Operator shall be held acccuntable to Non-
Operator only for shortages due to lack of reasonable diligence.

Special Inventories )

Special inventories may be taken, at the expense of the purchaser, whenever there is any sale or change of interest in the joint pr.perty; and it shall
be the duty of the party selling to notify 2ll other parties hereto as quickly ss pociible after she transfer of interest takes place. In such cases, both
the scller and the purchaser shall be represented and shall be governed by the inventory so taken.
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: UNIT AGREEMENT

:; FOR THE DEVELOPMENT AND OPERATION
i OF THE BOGLE FARMS UNIT AREA

*- .~ _____LEA COUNTY, NEW MRXICO

: i
THIS AGREEKENT, entered into as of the day of

January, 1956, by and between the parties subscribing,

ratifying, or consenting hereto, hereinafter referred to

PN T,

as the "parties hereto";

WITNESSETE
‘ WHEREAS, the parties hereto are the owners of wofking,
| royalty or other oil or gas interests in the unit erea sub-
%' . Ject to thia agreement; and,
IHEREAS, the Commissioner of Public Lands of the State

of New Mexico (hereinafter referred to as the 'COmmissionng)

is asutborized by Acts of the Legislature (Sec. 3, Chap. 88,

s

l/'{ 5

Laws 1943, as smended by Sec. 1, Chsap. 162, D&'s 1951) to
consent to and approve the development or operation of State
f _ Lands under agreements made by lessees of State Lands Jointly
or severally with other lessees where such agreements provide
for the unit operation or development of part of or all of

eny oil or gas pool, field or area; and,

R o e
. P X RN w’{,ﬂ‘ s '|“‘ g

IWHEREAS, the 011 Conservation Commission of the Statekof

§ New Mexico (hereinafter referred to as the "Commission®) is
authorized by Act of Legislature (Chap. 72, Laws 1935) to
approve this agreement and the conservation provisions
hereof; and,
WHEREAS, the partles hereto own the entire working in-
terest in the Bogle Farms Unit Area co#ering ﬁhe lend here-

inafter described, and therefore have effective control of

operations thereln; and,
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WHEREAS, it is the purnose of the rarties hereto to -

_conserve natural resources, prevent waste, and secure other

_ benefits obtainable through &evelopment and operation of

the érea subject to thls agreement under the terms, condi-

tions and limitations here;n set forth.

| HOW, THEREFORE, in cqﬁsideration of the premises and
promises herein containad; the parties hereto commit to this
agreement their respective 1nterésts in the belo'<aef1ned
unit area, and agree severally among themselves as follows:

l. UNIT AREA. The following described‘land is hereby

‘designated and recognized as constituting the unit area:

The South Half (S/2) of Section 9; All
of Section 16; the East Half (E/2) of
Section 17; the East Half (B/2) of Sec-
tion 20; and All of Section 21, Town-
ship 11 South, Range 34 Bast, Lea County,
Now Mexlco, containing 22h0 acres, more
or less.

Exhibit "A"™ attached hereto is a map showing the unit
area and the boundaries and identity of the tracts and leases
in said area. Exhibit "B" attached hereto is a schedule
showing fhe acreage, percentage, and kind of ownership of -
the oll and gas interests in all iand in the unit érea;
however, nothing herein or in said schedule or map shall
be construed as a representation by any party hereto as to
the ownefship of any interest other than such interest or
interests as are shown in said map or schedule ss owned by
such party. Exhibits "A" and "B" shall be revised by the
Unit Operator whenever changes in the unit area require such

revision, or whenever requested by the Commissioner,

The above described unit area, when practicable, shall

. \
be expanded to include therein any additional tract or




racts;fegarded<as reasonébly necessary or advisable for
the purposes of this agréement. Such expansion shali be
effected in the following menner:

(a) Unit Operator, on its own motion or on demand
of the Commissioner, shall prepare a notice of proposed
expansion describing the contemplated changes in the
boundaries of éhe unit area, the reasons therefor, and the-
proposed effective date therseof.

(b) Said notice shall be delivered to the Commissioner
and copies thereof mailed to the last known address of each
working interest owner, lessee, and lossqr hav;ng an in-
terest in the unit area, advising that thirty (30) days will
te allowed for submission to the Unit Operator of any 6b—
jections.

(c) Upon expiration of the thirty (30) day period pro-.
vided in the preceding item (b) hereof, Unit Operator shall
file with the Commissioner evidence of maiiing of the notlce
of expansion and a copy of any objections thereto which
have been filed with the Unit Operator.

{d) After due consideration of all pertinent informa-
tion, the expansion shall become effective as of the date
prescribed in the notice thereof, if snd after (1) the same

shall have been apﬁroved by the Commissioner and (2) the

owner of each leasehold which has been added to the unit by

reason of said expansion shall have executed the within and
foregoing unit agreement and a cqunterpart of the operating
agreement covering said unit area, and shall have reimbursed
each of the parties hereto on a mutually agreeable basis,
for such owner's proportionate share of all costs and ex-

penses theretofore incurred in developing and operating the




unit area, provided however, that, except by mutual con-

sent of ali parules Leicto, ro each expansion of the unit

area shall be approved unless (1) each lease or interest 7
therein which is proposed to be added to the unit area
shall have been proved by actual drilling to be productive

‘of 0il or gas in commercial quantities; and (2) such ex-

pahsion is approved by the owners of one hundred per cent
(1004) of the oil and gas 1easehold interest in and to the
unit area on & surface acreage basis.

All land committed to this agreement shall constitute
1and referred to herein as "unit area", "unitized land"
or "land subject to this agreement®.

2. UNITIZED SUBSTANCES. All oil, gas, natural gaso-

line and associated fluid hydrocarbons in any and all for-
mations of the unitized land are unitized under the terms
of this mgreement and herein are called "unitized substances®.

3. UNIT OPERATOR. Skelly 0il Compsny, a Delaware cor-

poration, 1ls hereby designated as Unit Operator end by sig-
nature hereto commits to this agre;ﬁent 8ll interests in .
unitized substances vested in it as set forth in Exhibit “B",
and agrees and consents to accept the dutlies and obligations
of Unit Operator for the discovery, development and produc-
tion of unitized substances as herein provided. Whenever
reference is made herein to the Unit Operator, such reference
means the Unit Operator acting in that capaclty and not as an
owner of interests in unitized substances, and the term
"working interest owner" when used herein shall include or
refer to Unit Operator as the owner of a working interest

when such an interest is owned by 1it,.



. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit
Operator shall have the fight to resign st any time, pro-
vided that a successor Unit Operator has been selected and
approved and has agreed to accept the duties and responsi-
bilities of the Unit Operator effective upon the relin-
quishment of such duties and responsibilities ﬁy the retir-
ing Unit Operator. The resignation of the Unit Operator
shall not release the Unit Operator from any 1iability or
any default by it hereunder occurring prior to the effective

date of its resignatiocn.

Unit Operator may, upon default or failure in the per-

fbrmance'of its duties or obligations hereunder, be subject -

to refioval by the same percentage vote of the owners of
working interests determined in like manner as herein pro-
vided for the selection of a new Unit Operator. Such re-
moval shall be effective upon notice thereof to the
Commissioner. A

The resignation or removal oi the Unit Operator under
this agreement shall not terminate his right, title or in-
terest as the owner of a working interest or other interest
in unitized substances, but upon the resignation or removal
of Unit Opersator becoming'effective, such Unit Operator
shall deliver possession of all equipment, materials and ap-~
purtenances used ir conducting the unit operations and owned
by the working interest owners to the new duly qualified
successor Unit Operator or to the owners thereof ir ﬁo such
new Unit Operator is elected, to be used for tue purpose of
conducting unit operations hereunder. Nothing hereln shall
be construed as authorizing removal of any material, equip-
ment and appurtenances needed for the preservation of any

wells.

)
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5. SUCCESSOR UNIT OPERATOR. Whenever the Unit Op-

erator ~bali” resign as Unilt Operator or shall Ls removed as
hereinabove provided, the owners of the wbrking interes.s
according to their respective acreagé interests in all uﬁi-
tizsd iand shall by* ma jority vote select a successor Unit
Operator; provided that, if a majority but less than sixty-
five percent (65%) of the working 1nteres£s qualified to
vote are owned by one party to this agreement, a ccncurring'
vote of sufficient additional parfies, so as to constitute
in the aggregate not less than sixty-five percent (65%) of
the total working interest, shall be required to select a
nev'opqrator. Such selection shall not become effective
until (a) a Unit Opersator so éelected shall accept in writ-
ing the duéies and responsibilities of Unit Operator, and
(b) the selection shall have been approved by the Gommis-

sloner. If no successor Unit Operator is selectéd and quali-

fied as herein provided, the Commissioner at his election
may declare this unit agreement terminated.

6. ACCOUNTING PROVISIONS. The Unit Operator shsll

pay in.the first instance gll costs and expenses incurred in
conducting unit operations hereunder, and such costs and ex-
penseé so paid by the Unit Operator shsll be apportianed.
améng and borne by the owners of working interests and the
Unit Operator reimbursed in accordance with the operating
agreement heretofore entered into by and between the Unit
Operator and the owners of working interests.

T RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except

as otherwise specifitcally provided herscin, the exclusive
right, privilege and duty of exercising any and all rights

of the partiss hereto which are necessary or convenient for

Bl
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prospecting for, producing, storing, sllocating, and dis;;
Lrivuting of tbh~ unitized substances are hereby d'élegate?l
to and shall be exercised by the Unit Operator as‘k ‘uew'l
provided. Acceptable evideﬁqe of title to said r’vights
shall be deposited with said Unit Operator and, fogethe?
with this agreement, shall constitute and define the ri:ﬁhts,

privileges, and obligations of Unit Operator. thbing iherein,

however, shall be construed to transfer title to any ltgnd or

to any lease or operating agreement, it being understo?d

- that under this agreement the Unlt Operstor, in its capacity

as Unit Opcrator, shall exercise the rights of posses?ion
and use vested in the parties hsreto only for the purgosas
ik.

herein specified. e ’ S
' 8. DRILLING TO DISCOVERY. Within sixty (60) Bays

after the effective date hereof the Unit Operator shdll,
unless it has alreedy done so, commence operetions ugon &
test well for oil and gas at a location in the gpproiimate
center of the Southwest Quarter (SW/l) of the "Southwipst
Quarter (SW/l) of Section 16, Township 11 South, Rarige 3l
East, Lea County, New Mexico, and shall prosecute tﬁe drill-
ing thereof with due diligence to test the Devonianfforma- |
tion expected to be encountered at the approximate depth of
13,500 feet unless unitized substances shall; be digcovered
at a lesser depth which can be produced in ;aying ciuantities
or unless some formation or condition is encounter:éd at a
lesser depth which, in the judgment of the }‘)artiesxgrg hereto,
would make further drilling inadvisable or impracéicable.
Any well commenced or completed prior to the?efi‘ec‘tive
date of this agreement upoh the unit area and dri?.led to the
depth provided herelin for the drilling of sald te?st well
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shall be considered as complying with the drilling require-
ments hereof. Upon fallure to comply with the drilling pro-
visions of this section, the Commlasioner @;y,/arte: reason-
able notice to the Unit Operator and to each working interest
owner at his or its last known addresd, déclare this unit
agreement terminated.

9.  PARTICIPATION AND ALLOCATION AFTER DISCOVERY.

Upon completion of a well capable of produéing unitized sub-
stances in paying quantities, the owners of working 1ntere$ts
shall participate in the prodﬁction iherefrom and in all
other pfoducing wells which may be drilled pursuint hereto
in’the'proportions that their Trespective iaasehold interests
on an acreage basls bears to the total number of scres coii-
mitted to the unit agreement, and such unitized substaces
(except any part thereof used for production or development
purposes hersunder, or unavoidably lost) shall be deemed to
have been produced from each of the oil and gas leases com-
mitted to this agre;ment; and, without limiting the legal ef-
fect of theuprqductidn of such unitized substances under the
provisions of Chap. 88, ngé 1943, as amended by Chap. 162,
Laws 1951;-production from a unit well located on a lease
committed to this agreement shall bé considered as production
from fhat portion of the acreage covered by such lease lying
outsidé the unit area as well sa that portion of such acre-
age included withln the unit; and for the purpose of de-
termining any benefits sccruing under this agreement and the
distribution of the royalty payable to the State of Rew
Mexlco each separate lease shall have allocated to it such
percentage of said production as the number of écres in each
1sase included within the unit besars to the total number of

scres commltted hereto.



Notwithstanding any provision contained herein tg the
contrary, each .urking interestv ownei snail have the right
and privilege, upon the payment or securing the payment of
the royalty interest thereon, of receiving in kind or %of
separately disposing of its proportionate share’of the? gas
and oil saved from the unit area; provided, howéver, tiha:t
in the event of the failure or neglect of a noﬁibperatgr %o
exercise the right and privilege of receiving 111 kind Br oi‘
separately disposing of its proportionate share! of saih pro-
duction, Operator shall during such time as such party;elects
not to receive in kind or to sell and dispose of its p?o-'
portionate share of production. have the right t-n mmnt%. 22
any such oil or gas for its own account at not less than
'the prevalling market price; or Operator may sell the game
to others, in which event each of the parties hereto snall

‘be entitled to receive payment direct for its share of §tbe
proceeds of all oil and gas so sold. In the event of s’uch
sale, each of the parties shall execute proper division'.. or-
ders or contracts of sale, and In such event as'ti;o any pro- -
posed contract of sale requiring delivety for a'{)eriod ih ‘

excess. of that usually demanded by a purchaser of;"produc-

tion of like grade and quentlty in the area or in exces§ of

one (1) year, the contract must be approved or aﬁ%ceptedf-by
the other party or parties. Any extra expenditure inculiﬂt-ed
by reason of the delivery of such proportionate p’fart of%the
production to any pearty shall be borne by such p,airty.

10. ROYALTY AND RENTAL PAYMENT. A1l royaltiies due the

State of New Mexico under the terms of the 1eases; comiéted

to this agreement shall be computed and paid on the basis of

all unitized substasnces allocated to the respective leases

S
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stances allocated to the respective lesges; and in such - -

committed heretc; providsd, unowever, the State shall be

entitled to take in kind its share of the unitized sub-

oil so taken in accordance with the terms of the respoctivd
leases.

If Unit Operator introduces gas obtained from sources
other than‘the unitized substancesrinto’aﬁy producing for-
mation for the purpose of repressuring, stimulating or in-
creasing the ultimate recovery of ﬁnitized substances
therefrom, a like amount of gas, if avallable, with due
allowance for loss or depléiion from any cause may be with-
drawn from the formation into which the gas was introduced
royalty free as ﬁo dry’gés but not as to the produété ex-
tracted therefrom; provided, that such withdrewal shall be
at such time as may be provided in a plar of operations
consented to by the Commissioner and approved by the Com-
misslon as conforﬁing to good petroleum engineering prac-
tice; and provided further, that such right cf withdrawal
shalil terminate on the termination of tbis unit agreement.-

All rentals due the State of New Mexico shall be paid
by the respective lease owners in sccordance with the terms E
of their leases.

" 11. CONSERVATION. Operations hereunder and production

vof unitized substances shall be conducted to provide for the )
most economical and efficient recovery of said substances
without waste, as defined by or pursuant to State laws or
regulations.

12. DRAINAGE. The Unit Operator shall tske such ap-

propriate and adeguate measures consistent with those of a

10~




reascnably prudent cperator to protect the unitized lands

from drainage from wells on lands adjacent thereto.

13. LIEASES AND CONTRACTS CONFORMED AND EXTENDED. The

terms, conditions and provisions of all leases, subleases,
operating agreements and other contracts relating to the ex-
pleration, drilling, development or operation for oll or gas

of the lands committed to thls agreement shall, upon approval A
hereof bykthe Commissioner, be, and the same are hereby ex-

pressly modified and amended to the extent necessary to make :f §

S

the same conform to the provisions hereof, and so that the
length of the secondary term as to such lands will be extendcd;

insofar as necessary, to coincilde witn the Lerm of this sgree-:

PR e o 5 et

ment but otherwise to remain in full force and effect in ac-~
cordance with the provisions thereof. Each lease committed to

‘this agreement shall continue in force beyond the term pro-

e e Seh b i et

vided thereln so long as this agreement remain§ in effect,
provided drilling operations upon the initisl test well pro-
vided for herein shall have been commenced or said well is in P
the process of beling drilled py the Unit Operator prior to |

the expiration of the shortest termblease committed to this
agreement. Termination of this agreement shall not affeét

any lease which pursuant to the terms thersof or any anpli- -5
cable law shall continue in full force and effect thereafter. ;

1. COVENANTS RUN WITH LAND. The covenants herein

shall be construed to be covenants running with the land with
respect to the interests of the parties hereto and their suc{
cessors in interest until this agreement terminates, and any:
grant, transfer, or conveyance of interest in land or leases
sub ject hereto shall be and hereby is conditioned upon the
assumption of all privileges and obligations hereunder by the

~11~



grantes, transféree, or other ;uccessor ih interest. No
assignmént or transfer of any working, royalty or other
interest subjJect hereto shall be binding upon Unit Opera-
tor until the first day of the calendar month after Unit
Operator is furnished with the original, phbtostatic or
certified‘copy of the instrument‘of transfer.

15. EFFECTIVE DATE AND TERX. This agreement shall

become effective (1) upon execution of this agreement,
prior to Pebruary 1, 1956, by working interest owners in
the Unit Area owning one hundred percent (100£) of the
working interest thereln on an acreage basis, and (2)_upon
aﬁpfo§al*by the Commiesioner, and same shall terminate in
two (2) years after such date unless (a) such dﬁﬁe of ex-
piration is extended by the Commissioner, (b) of devalop-
ment operations are then béing conduc ted onvlands compris-
ing the unit ares, of (c) a discovery of unitized substances
§ ‘ _ has been made on unitized land during said initial term or
i any extension thereof in which case this agreement shall
remain in effect so long as unitized sdbstances can be pro-.

duced from the unitized land in paying qdantities, aﬁd,

should produaction cease, so long thereafter as diligent op-
erations are in progress for the restoration of production
or discovery of new production and sc long thereafter as

the unitized substances so discovéred can be produced as
aforesaid. This agreement may be ggpminated at any time
after sald two-year period or any extensions thereof, by
not less than one hundred percent (1004) on an‘acreage basis
of the owners of the working interests signatory hereto with
the approval of the Commissioner; provided (1) production of

unitized substances in commercial quantities has not been

~13-
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obtalined from the unit area, or, having been obtained,
has ceased; and (2) development operations are not then
being conducted. * '

16. RATE OF PRODUCTION. All proéuctiop&‘and the

disposal thereof shall be in conformity with allocations,
allotments and quotas made or fixed by the comnission and
in conformity with all applicable laws;and law f!1i.geg\11a-

tions. !

17. APPEARANCES. Unit Operator shall, dfter ‘motice

to other parties affected, have the riéht to‘éppearé for

and on behalf of any snd all interests affectid heneby be
fore the Commlssioner of Public Lands and the New laxico

0il Conservation Commission and to appeal froni orders is- :

g ooy gy MR

sued under the regulatiors of the COmmigsionerg or Commis-
sion or to apply for relief from any of said tLgulagtions’
or in any proceedings relative to operations pgending before
the Commissioner or Commission; provided however, that any
other interested party shall also have the right at: his own
expense toc appear and to participate in any such proceeding.
18. KOTICES. All notices that aro requig'ed» 01; autho-
rized to be given hereunder except as déhenié%e’ speéificavlly

provided for herein, shall be given in iriting ‘by Uw_:%i‘ted

States mell or Western Union Telegrem, ‘p‘iostage or cti%drgos

prepald, and addressed to the party to vihom such no‘tfice' is

i

given as follows:

Skelly 0il Company The Superior 01il. Company
Skelly Building Midland, Texas :
Tulsa, Oklahoma

-13-
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The originating notice to be given under any provision
hsreof shail be dsemad g’ ven when received by the’party
to whcﬁ anch notice is directed, snd the timé for such
party to give any response thefeto shall run from the date
the originating noticé 1s received. The second or any
subsequent notice shall be deemed given when deposited in
the Unlted States Post 0ffice or with Western Union Tele-
graph Company, wifh postage or charges prepaid.

19. DUNAVOIDABLE DELAY. All obligations under this

agreement requiring the Unlt Operator to commence or con-
tinue drilling or to operate on or produce unitizéd sub-
stances from any of the lands covered by this agreement
shall be suspended while, but only so long as, the Unit
Operator despite the exercise of due care and diligence

is prevented from complying with such obligations, in
whoie or in part, by sﬁrikes, war, acts of God, Federal,
State, or municipal law or agencies, unavoidable accidents,
uncontrollable delays in transportation, inability to ob-
taln necessary matérials in open market, or other matters
beyond the reasonasble control of the Unit Operator whether
similar to matters nereih enumerated or not. ] ;

20. LOSS OF TIT%E. In the event title to any tract

or unitized land or substantial interest therein shall faill
and the true owner cannot bs induced to join the unit agree-
ment so that such tract is not committed to this agreemsnt
or the coperation thereof hereunder becomes impracticable as
a result thereof, such tract may be eliminated from the
unitized area. In the event of a dispute as to the title

to any royalty, working or other interest subject thereto,

the Unit Operator may withhold payment or delivery of the

-1 -
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1zed substances involved on

elloea.ted portion of the unit
1 the

account thervof without 11ab1114Y for {nterest unti

aispute is finally settled, provided that 00 payments of

funds due rhe State of Wew Mexlico sball be withheld. vl

Operator as such 18 relieved from a ny responeibility for

any defect oOT failure of & y title hereunder.

21. SUBS QUENT JOIKDER. Lny oll or g83 int

y area nob comitted hereto prior to

erest in

1ands witnin ‘the uni

the gubmission of this. agreement fo*r' final approval either‘

py the Commission or COmmissioner mey ‘be committed hereto

vy the owner oOr owpers of such rights subscribing or con-

seuting bo o this agreement ‘or executing a ratiflc‘ation "
thereof, end if such owner is also ‘g worKing {ntere est ovner,

by subscribirg to any operating egreement affect‘ing the

£ costs of exploration, development and opera-

ed bereunder, the right

glloc ation ©

tion. After operations are conmenc

of subsequent joinder by a working interest owner shall be

sub ject to all of the requiren ents of any applieable op-

erating agreement between the working i.nterest ‘owners rela-

rive vO rhe 81l ocation of costs: of exploretion; development

and operation. A subsequent 301nder shall be effective 28
of the first 48y of the month following the f£iling with ‘the

Commissioner and the Comission of duly execu’rfed counter-

parts of the instrument oF 1nstruments committing the in-

terest of such owner to this agreement.

22. EQ(ISTING OPERATIN AGREE!IENT. In the event of any

T conflict betWeen this unit agreement and

v entered into Y¥ and

inoonsisteney o

the contemporeneous operating agreemen

petween the Unit Operator and ghe owners of working interests,

this unit agreement, %0 that extent onlys shall prevail.

.
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23, COUNTERPARTS. This agreement may be executed in
anv number of counberparts no cne of which needs to te exe- %
cuted by all parties or may be ratified or consented to by ;é
separate instrument in writing specifically referring hereto ;

and shall be binding upon all those parties who have exe-

“cuted such a counterpart, ratification, or consent hereto

A

with the same force and effect as if all such parties had
signed the same document, and regardless of whether or not
it 1s executed by all other parties owning or claiming an |
interest in the lands within the above described unit area.

IN WITNESS WHEREOF, the undersigned parties hereto

have caused thls agreement to be executed as of the &z

of their réspective acknowledgments hereto.

SKELLY OIL COMPANY Arrrceeons .
ATTEST: ’ ”» o> .
A | ‘ By o | ~Jg==ih=-
Assistant Secretary VIce-President

THE SUPERIOR OIY, COMPANY
ATTEST 3

, By
Secretary President

-16-
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'STATE OF OKLAHOMA |
COUNTY OF TULSA |

‘On this day of
me personally appeared
to me personally known, who, belng by me duly sworn did say
that ‘'he is the Vice-President of SKELLY OIL COMPANY, and
that the seal affixed to the foregoing instrument is the
corporate seal 'of said corporation and that sald instrument
was signed and sealed in behalf of sald corporstion by
authority of its’ ‘Board of Directors, and sald
acknowledged sald Instrument
tTo be the free act and deed of said corporation.

_» 1956, before

In witness whereof, I have hereunto set my hand and
affixed my official seal on this, the dey and year first
above‘written.'

o DR : Notary Public
My commission expires: ~

STATE OF i
COUNTY OF i

on this __ ‘day of » 1956, before
me personally appeared ' s to me
personally known, who being by e duly sworn did say that he
is the . Preslident of THE SUPERIOR OIL COMPARY, and

that the seal affixed to the foregeing instrument is the cor-
porate sesl of said corporation and that saia instrument was

signed and sealed in behelf of said corporation by authority

of '1ts Board of: Directors, and said

acknowledged said. instrument to be tHe fres act and deed of

said corporation.

In witness whereof, I have hereunto set my hand and af-
fixed my official seal on this, the day and year first above
written.

Notary Publlc
My commission expires:

e A
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EXHIBIT “A”"
SKELLY OIL COMPANY-OPERATOR

BOGLE FARMS UNIT
T-11-S R-34-E
LEA COUNTY, NEW MEXICO
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) CERTIFICATE OF APPROVAL
BY “OMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO,
OF UNIT AGREEMENT FOR FVWEOPMEVE AND OPERATION OF
THF. BOGLE FARMS UNIT AREA
LEs COUNTY, NEW MEXICO

There having been presented to the undersi gned
Commissioner of Public Lands of the State of New Mexlco for
exemination, the attachéd agreement for the development and
operatlon of the Bogle Farms Unit Area, Lea €County, New
Mexico, dated a3 of the day of January, 1956, in
which Skelly 011 Company 1s designated as Unit Operator snd
which has been executed by all parties owning and holding
oill and gas leases embracing lands within the unit area and
upon examination of said agreement, the Commissioner finds:

. {a) Tbat such. .agreement wil) tend to promote
the coﬁservation of 011 and gaa and the
bétter ‘'utilization of reservolr energy in
said ares;

(b) That under the oneratio;s Pproposed, the

: Suate will recelve its fair share of the
recoverable oil or gas in place under its
land in the area affected;

(¢c) That the agreement is in other respects
: for the best interest of the State;

(3) Thdt the agreement provides for the unit
operafion of the area, faor the allcecation
of production, and the sharing of pro-
ceeds from a part of the are:. covered by
the agreement on an acreage >asis as spe-
cified in the agreement.

NOW THEREFORE, by Virtue of the authority conferred -
upon me by Chap. 88 of Laws of the State of New Mexico, 19&3,
as amended by Chap. 162 ‘of ‘the Lews of New Mexico, 1951, I
the undersigned, Commissloner of Public Lands of the State of

‘New Mexico, for the purpose of more properly conserving the

cil and gas: resources of the State, do hereby consent to and
approve the said agreement, and all leases embracing lands in
the State of New nex1co comritted to sald Unit Agreement shall
be and the ssme are! hereby amended to conform with the terms
thereof, and shall r emain in full force and effect according
to the terms and condltlons of this/agreement. This approval
is subject to all of the provisions of the aforesaid Chap. 88
of the Laws of the State of New Mexico, 1943, as amended by
Chap. 162 of the vas of the State of New Mexico, 1951.

N WITNESS WHEREOF; this Certificate of Approval
is execubed, with seal afflxed this day of

s 1956.

Commissioner of Public Lends
of the State of New Mexico




