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- SKELLY OIL COMPANY

LAND AND LEASE DEPARTMENT TULSA 2. 0KLAHOMA

A. L. CARBHMAN, VICE PAKSIDENT
O. N. HILL, MGR. CRHTRAL CIVISION

ot S L Sy April 26, 1956

T. F. THOMPSON, MOR. LEASE RKCORDS

ATRMATL

West Tatum Init
Lea County, New lMexico

Mr. A. L. Porter, Jr.

4 E New lMexico 0il Conservation Commission
¢ _ ~Box 871

o Santa Fe, New Mexico

Dear Sir:

£ ' We are enclcsing ‘herewith one copy each of Unit Op-

‘ erating Agreement and Unit Agreement affecting the above
captioned unit. This letter supplemsnts Mr. Selinger's
letter application of April 25, 1956, and we ask that
the Commission plcasc z2dvise as soon as possible as to
‘its approval of both the Operating Agreement and Unit

A or
Agreement. .

- By copy of this letter directed to the Commissioner of
: Public Lands, we are furnishing said Ccmmissioner with a
copy of each agreement.

We wish to advise that the copies enclosed herein are
only preliminary copies which have been approved by Skelly
and Sinclair. Upon receipt cof Commission approval, we shall
secure execution cf original copies and furnish the Com-
mission with fully signed ccunterparts.

Yours very truly,

o
P

LEASE RECORDS DIVISIOK

ety

Stewart

WIS/ b
Encls.

cc: Commissioner cf Publie Lands
State Capitel Building
Santa Fe, New lexicc
Att: Unit Secton
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‘SKELLY OIL COMPANY /.
PRODUCTION DEPARTMENT TULSA 2.0KLAHOMA
J. S. FREEMAN. VICE PRESIDENT
April 25, 1956
Re: Approval of West Tatum Unit Agreement
, _ Lea County, New Mexico S I
VAR
Mr, A, L, Porter, Jr.
New Mexico 0il Conservation Commission _
Box 871 ~."‘ ._,:-."‘. ? -’ 2
Santa Fe, New Mexico . X

Dear Sir: “ {E 7 <” /i /

We desire this letter to be our application for he"aring before
the Commission on its May 16 docket for approval of a proposed Skelly
operated unit agreement between Skelly 0il Company and Sinclair 0il and
Gas Company covering 1280 acres as follows: All of Sections 26 and 35,
Township 12 South, Range 35 East, Lza County, New Mexico.

Attached hereto are three exhibits indicating the unit area

involved, the schedule of percentage ‘and ownership of o0il and gas interest
in the lands and a structure map of the seismic interpretation near the
Devonian horizon showing that the unit will cover substantially all of
the proper productive area. All of the lands covered in the above
description are state lands ard we desire to drill a proposed Devonisan
test to approximately 13,200', with the proposed location being in the

SE SW of Section 26, Township 12 South, Range 35 East, Lea County, New
Mexico.

You will note from the attached exhibits that our information
indicates the following companiés have acreage offsetting the unit: Viears,

Gulf, R. Nix, Sinclajr, Phillips, E. D. White, E. G. Levick, R. H. Davis.
Within the unit Sinclair and Skelly.

Preliminary copies of ihe unit agreement and operating agreement
are being sent to both the Commicsion and Land Commissioner so that they
can each be familiar prior to the hearing,

Yours very truly,

SKE OIL COMPANY

Dt/ :

o 737 W. Selinger (7

cc-List Attached .

DAYy




cc=Honorable E, S. Walker
Land Commissioner
Mabry Hall
Santa Fe, New kexico

Mr, J. N. Dunlavey




PRIORE T CIY. CONSERVATION COMMINSION
Gk THE BTATL OF NEW MEXIOQO

"IN THE MATTER OF THE HEARING
 CALLED BY THE OIL CONSERVATION
' COMMISSION OF THE STATE OF MNEW
tIEXI(JO FOR TIE PURPOSE OF

; OONSIDERING'

CASE NO, 1081
Ordex No. R-847

| THE APPLICATION OF SKELLY OIL ;
COMPANY FOR THE APPROVAL OF THE |
| WEST TATUM UNIT AGREEMENT ‘
| EMBRACING 1280 ACRES, MORE OR
| LESS, LOCATED IN TOWNSHIP 12
souTH, RANGE 35 EAST, NMPM, LEA
COUNTY, NEW MEXICO.

ORDER OF THE COMMISEION

BY THE COMMISS8ION:

This cause came on for hearing at 9 o'clock a.m. on
June 14, 19568 at Santa Fe, New Mexico, before the New Mexico 0il
Conservation Commissaion, hcreinafter referred to as the "Com-
misgion”.

NOW, on this /%' day of August 1958, the Cormission,
a quorum being prasent,‘ﬁivlng considered the record and testimony
adduced, and being fully adviesed in the premises,

FINDS: : |
(1) That due public notice baving been given as

‘required by law, the Commission has juriasdiction of this cause
and the subject matter thereof.

]

{(2) That the proposed unit plan will in principle tend
to promote tha comservation of oil and gas and the prevention oi
, waste.

1 IT IS THEREFORE ORDERED:

1. That this order shall be known as the

} WEST TATUM UNIT AGREEMENT ORDER

; 2. {(a) That the project herein referred tc shall bs
i known as the West Tatum Unit Agrecment and shall hereinafter be
| referred to =& the “'Project.”

4 (b) That the Plan by which the project shall be

. operated shall be embraced in the form of & unit agreement for the :
developnent and operation of the West Tatum Unit Area, referxrred to
1n the Petitioner's petition and filed with said petitior, and such
plan.shall be known as the West Tatum Unit Agreement Plan.

i




¢ e
. Order Ho. B-3d7

3. (a) That the West Tatum Unit Agreemecant lan shall

be, and hereby is, approved in priucipile as a2 proper couservation

. measwre; provided, however, that notwithstaading any of the pro-
4visions conteined in said unit agreement, thiam approval shall not
hbe ceagidersd o5 waiving or reiinqa:ahinw in any manner anv right, ..
; dutles or obligations which ave bow, or may hereafter, be vested in
" the New Mexico Qil Conservation Commission by law relative to the
supervision and control of operations for exploration and develop-
aent of zny lands committed to said West Tatum Unit Agreement, ou
relative to the production of oil and gas therefrom.

y (b) That the unit operator periodically shall file
twith the Commission & ¥est Tatum Unit Btatement of Progress, ;
tpummarizing operaticas for the exploration and development of any !
i iandg commitied to said Wesi Tuilum Unii Agreemsat. This statemsal

i of progress shall be filed within 30 days aiter the expiration of

| each six-months perilod during the term of the unit agreemsnt, and
i shall contain such pertinent data as may be Decessary for the j
: Conmission to determine the progress being made in the VWest Tatum |
"Unit Area.

i 4. (a) That the unit aree shall be: :
NE¥ MEXICO PRINCIPAL MERIDIAN

i TOWNSHIP 12 SOUTH, RANGE 35 EAST ;
; KII Section 28 i
H All Section 35

iSituated in Lea County, New Mexico and containing 1280 acres
imore or lesa. o : o
| ,

t

(b) The unit arez may be sniarged as provided in

gaid Plan.

5. That the unit operator shall file with the Com-
mission an executed original or executed counterpart of the West
Tatum Unit Agreement within 30 days after the effective date
thereof.

£ | 6. That any party owning rights in the unitized

£h : substances who does not commit such rights to said unit agreement
before the effective date thereocf may thereafter become a party

. thereto by subscribing to such agreement or counterpart thercoi, or
by ratifying the same. The unit operator shall file with the Com-
znission within 30 days ar original of any such counterpart or
ratitication.

i 7. That this Order shall become effective upon ihe t
.approval of said unit agreement by the Comnissioner of Public Lands

l
i
it
|

l
x
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Ordexr No. R-847

cf tho State of Héw‘!exieg and shall terminate inso facto upon
the termination of said unit agreemeant. The las% uvril operator
shall imeediately notify the Commissicn in writing oi such

termination.

' DORE at Santa Fo, New Mexico on the day and year
hereinabove designated.

STATE OF REW MEXICO
OIL CONSERVATION COMMISSION

ottt
JOHN F. SIMMS, Chairman




_J DOMESTIC SERVICE \_ e 3 . INTERNATIONAL SERVICE
b . JChockthe ciassof servicedasired;| § - Check the class of service desired ;
i ! -: sentaa s follrate telegrarn . L i/ 3 . . . .

) - mantzdthafulliats
FULL RATE TELEGRAM S ' ‘ 1206 1051 |y rate v
DAY LETTER , E , : LETTER TELEGRAM
NHGHT LETTER Wa W: P, MARSHALL, PRESIDENT $HrF RADIOGRAM -
NO.WDS.CL.OFSVC. | _ PD.OR COLL CASH NG, CHARGE TO_THE ACCOUNT OF TIME FILED
~ ' OIL, CONVSEDTA

T Jallowming meraege. skject to the lermes oes back herinf, sk ove hevehy agrecd 0o

JULY 31, 1956

1 s :
GEOSGE W. SELTNGER o
S SKELLY OIL CO. - | -
’ | | | GEDER R-847: TH CASE 1081, WEST TATUM UNIT, WILL BE DATED AUGUST 1,-
! - 1956.
~ L. L. PORTER, JR.
OIL CONSKRVATION COMMISSION
¢
.
\ ' .




ALL MESSAGES TAKEN BY THIS COMPANY ARE SUBJECT TO T;HE FOLLOWING TERMS:

__...%oguard againmt & misiak» O ! de!nys, 1% e sender of a yressage shonid order it reneated. thot fa tefeorankad hask 4n $he avt

AL CpOhiiu wes WG Lale 1 CURAIKCY L0 AACGILIOR: NIESk OLRErwiSe 1Ndicated on its faoce, this is an nnrepeated mesnge and pald for as
i‘ﬂcnmduorme message and the Telegrarh Company as follows:

1. The Telegrapb pany shall not be lfable for mistakes or delays in tbe transmission or dalivery, or for non-ddlivery, of any meesage received for tr issfon at the unr d-
Taeassge rete heyond the sum of vive hundred doilars: nor for mistakes or delays in the transmisaion or dettvery, ot for non-deli u-ry. 0f any message received for transmizdon at the repeased-
i message rate beyond the sum of five thousand dollars, unizes spectally valued: nor in any case n-' delays arising from unavoidable lnr.errupf.!on in the wonlu of hta lines, '

2. In any event the Te!ﬂgraph Cotnpacy shall not be ifable for damages for mistakes or delays In the transmission ot delfvery. or for the non-deilwry of mersage, whether
caused by the negligence or otherwise, beyond the actaal Ioss, not exceeding In any event the sum of five thousand dollars, &t which amount the mr{rr o! eanch mextage
- beprveaents that the m«saxe is valued unlm & greater value I3 stated In writing by the sender thercot at the time the measage {3 tanderod for tran=nilssion, and -lnle-\s the ~message
E rate iy pald or sgreed to Ho paid and an acditional charge equal to ono-tenth of one per cent of the amount by which sueh raluation shall exoeed fve thousand dol

- . 3. The Telegraph Company is hemby wade the .sgent of the sender, without abllity, to forward thu message over the lines of any other eompany 'hG!I necessArv to reach © . .

2 ViieA, Savamd LY
is agrv ~d Between

i i 4 m tarift ch 4 to any point in the continental United States listed In the Telegraph C. 3 DI af Statl ver its delivery wiv.

! the elty or Hmits or thr\ deqﬂnaﬂcn point. Beyond such imits and to points not listed I the Telegraph Co-'lmny s Dnrectory ot Su.uons the Telec(mph Comp.my “oes3

. not undertake to make de-lvery but will endesvor to arrange for deiivery by an; avallable means as the acent of the sender. with the understancding that the sender authorises tbe eoil ion -
ormaddiuamlehmtmm e addressee and agrees to pay such dxxon.\lehsrgeﬂltlsnoteoueccedrromtbeaddmce

. 5. No aibility 2 hes to the Tel Company concerning messages untit the same are aécepted at one of its transmitting offices: and if a message is sent to such o%ce by
N ona of the Telm.gomuny 5 messengers, he acts for thet purpose m the agent of the sender; except that when the Telexraph Com pany eends & mesgenger to pick up a meseage, tho mes- -
8 X seager In t.hl@ ada as the agent of un Telegraph C the the Telegraph C. uty from the time of ACCOpLADOP.

The W Comp-ny will not be Hable for danuga sw!.eory penalties when the claim Is not prescsted fn writing to the 1 elegrspb Comupany, (a) within nloety dafs
is with Compapy for transmigsion la the c:nse of & message between poluts within the United Statesz (except In the case of an intrastate m i
a point In the Un!ted States on t,he one band and 3 point in Alanks, Capada, Mexicy, of 8t '\e—n-\ﬂqu»lon Islands on the otber hand, or between a pomt in the l-nl*ed
Shm u:d a sh st sez or In the air, (h) within S5 days after the eumze of action, If any, shan have acerued In the case of an intrastate message in Texas, and (¢) within 180 days after
the o with the Telegraph Company for transmission the case of & message betxcen a polrt in the Urited States and a forelgn or m’exseaaroln! other than the poiats
!A’c?ﬂnlegﬂ&l. ve in uus Eagra:m provided, howawver, that this eomlmon shall not apnly to claims for damages or overcharges wlt.hln the pun'iew of Section of the: Commuaicatluns
of as amen ;

7. It ts agreed that In ary action h} the Teleglipa Company to recover the tolls for any MesSage or mesmges the prorapt and correct transmisslon and delivery thereof shall be
presumed, subjeet to rebuttal by competent evidence.

all the £ 8. 8 be.m governing the transmisslot of mmgcs according to their clam a enumm&ed below, »ball apply to messages in each ol such respective classes in addition to
oreg

. 9. No 1 ot the Tel h Co 'lsax‘nhorludwvaryxhe romgomg. . i e

g ;
CLASSES OF SERVICE

DOMESTIC SERVICES ’ INTERNATIONAL SERVICES *

- TELEGRAM FULL RATE (FR) ‘

The fastest domestic service. The fastest overseas service. May be written In code, clpber or in any languag
. pressed fn Roman letters. i
. LETTER (DU " . ‘ -

A deferred same—day servics xt I6% rstes. . L ER TELEGRAM (LT)
| .- For avertight plainlangusge messazes, at hali-rate. Minlmum charge for 22 words applles,
. - - :
MIGHT LETTER (NL) : : :

. ovemlgh: service, Accepted up to 2 'A. . for dellvery the following moraing, S—HM-EO—GR—AE
iy . &8 rates lower than the Telegram of Day Letter rates. Yor messages to and from ships at sea.




unless its defereed

propet symbol.

_ (:;«:w:m:q WESTERN UNION
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THE COMPANY WILL APPRECIATE SUGGESTIONS FROM ITS PATRONS CONCERNING ITS SERVICE
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Crass oF SerRvICE

SYMBOLS

DL=Day Letter

This is a fast message | -
unless its d ferred char
acter is indicated by :h
propcs & ymbo! :

*."'ESTERN U\HON

TELEGRAM

w, P. MARSHALL PREISIDANT

i A . ERTRRIAN
The filing time showo In th date ll c{m dom(sﬂ ‘uk'iz,.n‘{ ‘i;@:\“- ‘\RDT!\‘IF pomtoforlgn Tln: of rece lpt sSTfﬂDARD'ﬂ\!Ea ;vomo{daunldon

h.L !\ ight Letter
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WoW MANKIN= B |
 REW MEXTCO OTL CONSERVATION COMMISSION 125 MABRY
HALL SANTA FE NHMEX= | s
JUNE 14 SATI'SFACTOR\ DATE FOR HEARTNG OUR APPLICATION

ON WEST TATUM UNIT"
GEORGE "# SELH\JGER SKELLY OIL CO=

THE COMPANY WILL APPRECIATE SUGGESTIONS FROM fT$ PATRONS CONCERNING ITS SERVICE
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In reply refer toi
Unit Division .. .

August 8, 1956

o Skelly Oil Company
Tulss 2, Oklahomsa

Re West Tatum Unit
Agreenent

Lea County, N. Mex.

Attention: Mr. W, J. Stewart
' Lease Records Division

Dear Mr._Steunrt:

1 have. discvpsed the problem which has arisen as
to the effective date of the West Tatum Unit Agreement
with our attorney Mr. Oscar Jordan and with Mr. Dan Nutter
of the New Mexico’ Oll Conservati on Commission.

We are i{n agreement that the priviledges concerning
the leases committed to the Unit were effective the date
of the Commissioner's approval, June 15, 1956, however,
due to the fact that O1!f uun.arv.tion Order Nv.:shT."*s

‘"not issued until August 1, 1956, it is agreed that none
of the obligations ¢f the Uh!t were effective untll that
datea

_ 1 trust this is the verification you wished and we
would suggest that you request the Oil Conservation
Commission to concur on our interpretation of their order

No. lﬂ/
Very truly yours,
E. S. WALKER |
Commissioner of Public Lands
MMR/m

cct OCC-Santa Fe




VIL CONSERVATION COMMISSiuN
P. O. BOX 871

SANTA FE, NEW MEXICO

August 1, 1956

Mr. George W. Selinger
Skelly 0il Company
P.O. Box 1650

Tulsa, Oklahoma

Dear Sir:

We enclose two copies of Order R-847 issued August 1, 1956,

"by the 0il Conservation Commission in Case 1081, which was heard

Very truly yours,

L. L, Porter, Jr.
Secretary - Director

Encls.




OIL CONSERVATION COMMISSIUN
P.O. BOX 871

SANTA FE. NEW MEXICO

July 23, 1956

Mr. George W. Selinger
Skelly Cil Company
P.0. Box 1650

Tulsa 2, Oklahoma

vDoar Sir:

Reference is made to your letter of July 18th pertaining to
the order in Case 1081, West Tatum Unit.

This srdsr is in the process of being issued and we will send
you copies as soon as they are awvallable,

S

Yery truly yours,

A, L. Pomr. Jre
Secretary - Director

brp
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DAL CUFICE 700

s oo o ~SIKELLY OIL COMPANY

PROD;.)CTION DEPARTMENT TULSA 2, OKLAHOMA

J. §. FREEMAN. ViCE PrESIDENTY

July 18, 1956

Mr. A, L. Porter, Jr.

New Mexico 0il Censervation Coumission
Box 871
Santa Fe, New Mexico

Dear Sir:

On June 14, the Commission hesrd our application in
Case 1081, West Tatum Unit in 3Sections 26 and 35, Township 12
South, Range 35 East, Lea County, New lMexico.

¥ill you be kind enough to send me several copies
of the order at yvour cariiést convenience.

very truly,

/

GWS : zmr




BEFORE THE

®il Conservation Commission

SANTA Fe, NEW MEXICO

IN THE MATTER OF:

" case No 1081

TRANSCRIPT OF PROCEEDINGS

DEARNLEY-MEIER AND ASSOCIATES
COURT REPORTERS
605 Simms BUILDING
TELEPHONE 3-6691
ALBUQUERQUE, NEW MEXICO




BuFORL s
OIL CONSERVATIOH COMMISSION
Santa Fe, New Mexico
June 14, 1056
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IN THE MATTER OF:

Application of Skelly 0il Company for an order
5 granting approval of the West Tatum Unit em-
. bracing 1280 acres, more or less, in Township
) 12 South, Range 35 East, Lea County, New
Mexico., Applicant, in the above-styled cause,
sesks an order granting approval of the Unit
Agreement for the development and overation
for its West Tatum Unit consisting wholly of
State of New Mexico lands and embracing All of
Sections 26 and 35, Township 12 South, Range
35 Eaat, Lea County, New Mexico; said agree-
ment having been entered into by Skelly 0il
Company, as operator and Sinclair 011 and Gas
Company. _

Case No.
1041

Tt Nt W Pl Carapat? W ol Vst Nt sl Wit Ve Nt Vo 7 it NtV gt Nsosel” vt

- Mr, A, L, Porter
Mr. E. S. {Johnny) wWalker
Honorable John F, Simme, Jr,
| IRANSCRIPT OF HEARING
MR, PORTER: The next case on the docket is Case 1081,

MR, GURLEY: Application of Skelly 0il Company for an ordenr

granting approval of the West Tatum Unit embracing 1280 acres, mo
or lass, in Township 12 South, Range 35 East, Lea County, New Hexico.
Applicant, in the above-styled cause, seeks an order granting ap-

proval of the Unit Agreement for the development and operation'fbr
its West Tatum Unit consisting wholly of State of Mew Mexico 1andq
and embracing All of Sections 26 and 35, Township 12 South; Range“
35 Bast, Lea County; New Mexico; said agreement having been ent

'1nto by Skelly 011 Campany; as operator and Sinclair 01l and Gas‘

Company.,

DEARNLEY-MEIER AND ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQUE. NEW MEXICO
TELEPHONE 3-6691




We do SIEYART

having first been duly sworn; testified as follows:
DIRECT EXAMINATION

By MR, SELINGER:

Q State your name, A W, J. Stewart,
Q& You ars assoclatsd with Skelly Q11 Company?
A Yes, sir.
Q What capacity?
A Superviser of Contracts and Units.
Q As such have you bean investigating and acquiring the agreef

ments with respect to a unit in Lea County designated as the West
Tatum Unit? A Yes, sir, 1 have.,

(Marked Skelly's BExhibitsNo, 1, and 2}
for identification,)

- - Q As 2 result of your work, have you had compiled what has beLn
designated as Skelly Exhibit 1 and 2, the unit agreement and unit

operating agreement? A Yes, sir.

MR, SELINGER: We would like to offer into evidence the

eriginal unit agreement and unit operating agrasment as Exhibits 1
and 2 with permission to withdraw same and substitute exact coples
thereof in order for the originals to be lodged in the proper StatL

EEBNCY e ’ »
 GOVERNOR SIMMS: That will be fine.
Q How, attached to both Exhibits 1 and 2 are three attachmentp

marked A, B and C, is that correct? A Yes, sir.
Q Thay are the same? A TYes, sir.
- Q Attachment A is the area that is designated as the ¥West

Tatum Unit with Skelly 0il Company as operator?

DEARNLEY-MEIER AND ASSOCIATES
STENOTYPE REPORYERS
ALDUGQUERGQUEL., NEW MEXICG

TELEPHONE 3-6691




A  That is correct.

Q The area socght in the unit agreement covers two sections,
is that correct? A That is right,

Q Will you name those sections and describe them?

A A1l of Section 26 and 35, 12 South, 35 East Lea County,
New Mexico.

Q 1Is the entire acreage ambraced within the unit owned by one
lessor?

A Yes, the State of New Mexico.

Q And are the entire acreaéas owned by one or more leasse?

A By Sinclair and Skelly.

Q Have the two companies agreed as evidenced by unit operating
agreement and your unit agreement? A Yes, sir.

Q Deoes the attachment A to both Exhibits indicate the propose%»v
location of the well?

A Yes, sir. In the southeast quarter of the southwest quarter
of 3q¢ﬁion'26.

Q How; referring to attachment B of both exhibits, indicate
to the Commission what that is briefly.

A It is a schedula of the leases in the unit and the owner-
ship of same.,

Q As attachment C is the structure map based dn4seisnic inten-
pretation near the Devonian horizon indicate that'the area embraced
in the uhit caféﬁé'all the probable productive acreage? |

A Yes, sir.f

Q@ Immediately adjacent to the area embraced in the unit,
doesn't Sinclair and Skelly own the majority of the adjacent

acreage? ' A  They do.

DEARNLEY-MEIER AND ASSOCIATES
STENOTYPE REPORTYERS
ALBUQUERQUE, NEW MEXICO
TELEPHONE 3-6691




e

Q Does your unit agreement provide lor the enlargement of
the unit? A Yes, sir. |
Q If a well i= drilled on this unit will it beAdrilladQ oper-
ated and produced in accordance with the existing rules and regulas
tions of the state? A It will,
MR, SELINGER: We offer in evidence Skelly's Exhibits 1 and|2,

and that is all.

MR, PORTER: Is there cbjection to the admittance of tnese
exhitits? They wiil be admitted. Does anyone elss have a question
of the witness? |

MR, NUTTER: Yes, sir; I have.

MR, PORTER: Mr. Nutter. .

CROSS EXAMINATION
By MR, NUTTER:

Q I'didn't get your name, A Stewart,

Q@ This unit area is primarily based on the Seiamigraphic pict&re
that was obtainod in ths araa; is that not correct? ‘

A Yes, _

Q Do you feel that perhaps some aéieage iﬁcluded in the
enclosure could have been put in the unit whereas yocu have acreage
; v not in ;he onelosurc; is not cneloscdbit?
él o A i am not qualiried to say. | -

- MR, SELINGER: The acreage that is outside it that is in-

cluded in the contour there is owmed by Skelly 0il Company.
MR, NUTTER: I was going to ask the ownership.
MR, SELINGER: That is similarly Skelly and similarly State

land .,
Q All the land in the unit is State land?

DEARNLEY-MEIER AND ASSOCIATES
STENOTYPE REFORTERS
ALBUQUERQUE. NEW MEXICO
TELEPHONE 3-669¢%




A Yes, and it provides for expanaion in the evant it is
warranted,
Q What percentage of the working unlt owners have committed
their working interest?
A A1l of them, There are two parties, Sinclair and Skelly,
Q Are there additionsl-wells planned in the unit area in the
S | evant the first test well is a dry hole?
- A I can't answer that, That would be based on geological .
ie : ' information.
Q Doas the unit agreement contain the segregation clause?
A Yes, sir. -
Q One more question. Would SFelly Cil Company be willing to
file a periodic statemsnt of progress every six months?
MR. SELINGER: !es; sir.
MR, KUTTER: That is all I have.
MR. ‘PORTER: Anjéne else have a question?
KR, WALKER: Who will the progress report go to?
MR, RELINGER: I think both the 0il Conservation Comuission
and the Land Commiszaion.
MR. 'PORTER: Any other questions? The witness will be excuﬁLd

and we will take the case under advisement.

(Witness excused,!}

DEARNLEY-MEIER AND ASSOCIATES
STENOTYPE REPORTERS
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CERIIFICATE

STATE OF NEW MEXICO )
COUNTY OF BERNALILLO §

I, ADA DBARNLEY, Court Raporter, do hereby certify that the
foregeing and attached transcript of proceedings bofore the New
Mexico 011 Conservation Commission at Santa Fe, New Hoxico; 18 a
true. and correct record to the best of my knowladgo; skill and
ability, " | |

IN WITNESS WHEREOF I have affixed my hand and notarial seal
this 20th day of J\me; 1956.

ot.ary b ic - Gourt ﬁpon%

Ny commission expires:
June 19, 1959.

DEARNLEY-MEIER AND ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQUE, NEW MEXICO
TELEPHONE 3-6691t




In reply refer to:

Unlit Division

June 15, 1956

~

Re: { West Tatum Unit,’
Ally Sections 26 and 35-12S=-35F,
Lea County, New Mexico

Attention: Mr, ¥, J. Stewart
Lease Records Division

Gentlemen:

Ve are g¢nclosing two executed copies of the
West Tatum Unit, which was approved by the Commis-
sioner of Public Lands on June 15, 1956, this
approval being subject to the New Mexico Otl Con-
servation Commission findings on their hearing,
whick was held June 1, 1956, under Cze=e No, 1081.

Also enclosed is Offleial Receipt in the smount
of $10.00, covering filing fee.

Vefy truly yours,

E. S. WALKER | | /
Commissioner of Public Lands

MMR/m
enc: 3

cc: OCC=Santa Fe




. CSKELLY>
: . N /

0% L, SKELLY OIL COMPANY

TULSA 2 OKLAHOMA

PRODULTION DEPARTMENTY
~Jd., € FREEMAN. VICE PRESIDENT

- May 1, 1956

_Mr, W. M, Mankin

New Mexico 011 Co.nsemtion Coemlssion
125 Mabry Hall

Santa Fe, New Yexico

¢

Dear Sir:

: . As per your request we are attaching two additional
copies ‘'of our application and Exhibit "A" on our West Tatum
Unit, Lea County, New Mexico,

¢ Also this is to confirm our wire of this date for
" this application to be heard on June 14,

Yours very truly,

/ . )\r[,_ﬁf",’ __v"/[~ i,
S

/

A

George W. Selinger




UNIT OPERATING ACGREEMENT
FOR THE
WEST TATUM UNIT AREA
LEA COUNTY, NEW MEXICO

THIS AGREEMENT, made and entered into this day

of , 1956, by snd among SKELLY OIL COMPANY,
a Delsware corporation with offices in Tulsa, Oklahoma, here-
inafter referred to a&s elther "Skelly" or "Unit Operator",
and SINCIAIR OIL AND GAS COMPANY, a Mainecoroofation with

officeg in , hereinafter re-~

ferred to as "Sinclair" or "Working Interest Owner";
WHEREAS, concufrently herewith the parties hereto have
made and eht?red"into 8 Unit Agreement for the'development
and operation of the liest Tétum'Unit Area, which said agree-
ment is herelnafter referred to as "Unit Agrecment", embraCQ‘
ing the fOllowing describedAland in Lea County, New Mexico:

NEW MEXICO PRINCIPAL MERIDIAN, NEW MEXICO

Township 12 South, Range 35 East:

Section 26: All
Section 35: All

situated in Lees County, New Mexiéo,_
containing 1,280 acres, more or less;

aend

WHEREAS, Skelly has been desipgnated the Unit Operator

uncer the terms of said Unit Agreement and is = Working



Interest Owner under sald Unlt Agreement sarid enters into
this agreement in both capacities; and,

WHEREAS, the other parties hereto have committed cer-
tain oil and gas leasehoid Intereats to salid Unlt Agreement
which are sﬁbject to the terms and conditlions thereof; and,

WHEREAS, Articles 6 and 9 of sald Unit Agreement provide
for the apportionment of a1l costs and expenses incurred in
conducting the unit operations under the terms of seid Unit
Agreement and for the Qilocation'of'production of unitized
substences ‘among the Working Interest Ownera, in accordance
with a Unit Operatihg Agreemenp to be made and entered into
by and between the Unit Operator and the Working Interest
Owners having interests committed to said Unit Agreement.

Now; THEREFORE,,it i1s mutually agreed between the’par~v
ties hereto as follows:

1. TITLES. Each of the narties hereto represents that
it is the owner, respectivély;'of the 0il snd gas leasehold‘
1ﬁterests shown‘by the schedule attached hereto, made a part

hereof and for purposes of fdentification marked Exhibit "B".




In case of loss or failure of title or of a dlspute
involving the interest of any of the parties hereto, the
same shall be handled as provided in Article 20 of the
Unit Agreement; provided, howaver, that each of the par-
ties hereto shall be responsible for its proportionate
part, on the basis hereilnafter provided, of the cost of
drilling and completing the initial test well required by
the Unit Agreement, regardless of the status of title of
the leasehold intercsts of any of the parties hereto. 1%
is agreed>that>nny loss or fallure of title to any inter-
est or lease shall be borne by the party or parties com-

mitting such interest or lease to the Unit Agreement and

- the participating interest in the unit area of the parties

hereto shall be revised accordingly; provided, however,
that there shallkheﬁno retroactive ad justment among the
parties hereto of costs incurred and benefits received

prior to the final determination of the loss of title.

‘Unit Operatorfis hereby relieved of:any'and all liability

for any failure or loss of title.

2. UNIT OPERATOR APPOINTED - DUTIES. Skelly is

hereby appointed Unit Operator hereunder to serve until
its successor is appoinfed In the manner provided in the
Unit Agreement. Subject to the terms-of the Unit Agrze-
ment and this agreement; Uniﬁ'Operator shall have full
management and control of the unit area and sll leasehold
interests committed to the Unit Agreement. Unit Operator
will use reasonable diligence in all operatlons and work

to be performed shall be conducted in a prudent manner.




3. INITIAL TEST WELL. By bheif Joinder hereln, the
parties horoto and each of them egree that, within sixty
(60) days after the effective date hereof, Unit Opersator
shall commence operations for the'drilling of a test well_
for oil and gas at a location described as bging in the ap-
proximate center of the Southeast Quarter of the Southwest
Quartér.(SE/h SW/44) of Section 26, Township 12 South, Range
35 Easﬁ, Lea Ccunty, New Mexico, snd shall dri11 said weil
with due diligence to anMappromimate dep@h'of,;3;260 feet
or to 8 depth sdfficient,‘in the op;nion of Unit Operator,
to test the Devonian Formation, wbichévar‘ia the lesser depth,
orrto such lesaer depth as unitized substances shall be dis-
covered in paying quantities oruntil, in the opinion of»Unit
Operator, it shall be determinéd that the furﬁher drilling

of sald well shall be unwarranted or impracticable.

h.> COST OF INITIAL TEST WELL. It 1is ﬁnderstood end

; E ngreedkby.and among ghe parties hereto‘that'the risk, cost
and expense of drilling, completing and equipping said initial

E’ test well for production shall be borne and paid by the Work-

ing Interest Owners in the following proportions:

Skelly 68.75%
Sinclair 31.25%




All risk, cost and exﬁense of operating said well shall be
borne and pald by each of the parties hereto in the propor-
tion set out opposite its name in Paragraph 5 below.

5 PARTICIPATING INTEREST OF THE PARTIES. For the pur-

pose of this agreement and as between the pafties hereto, the
royalty interest 1s and shall be treated as one-eigh@h (1/8)
and the working interest shéil be treated as seven¥eighths
(7/8). A11 of the production from the unit area attributable
té the @orking interest herﬁunder, end all quipment and ma-
gerial acquiﬁed pursuant hereto, shall be owned and shared by
the'partieé hereto in the following prop;rtions: -

Skelly - 68.75%
Sinclair 31.25%

and all costs, expenses and ligbilities accruing or resuiting :
from the development and operation of tné uﬁit area shsll be

borne by the parties hereto in the seme proportion.

6. OVERRIDING ROYALTIES, PRODUCTION PAYMEN&S, ETC. If
any ;ease committed to fﬁe Unit Agreement 1s burdened with an
oﬁerriding rqyalty, peyment out of production or other chsarge
in addition to the usual one-elghth (1/8).royalty, the.owner
of each such 1egse shall bear snd assume fhe same out-of the

production allocated to it herein.




7. ADDITIONAL DRILLING. The partles hereto shall

mutually agree upon the drilling of addltional wells,
their location, depth, deepening, plugging back, recon-
ditioning and abandonment, and upon any of these opera-
tions applicable to any wells which may have been pre- .
viously dfilled hereunder. Unit Operator shall secure
the writtén approval of Working Intere;t Owners before
incurring any item of expense in excess of Five Thousand
Dollars ($5,000.00) in connection with the operstion of
the unlit area, except in connection wlth the drilling»bf
eny suthorized well. Unit Operatdr shall upon requeét
furnish Working Interest Owners with a copy of Unit Op-
erator's authority for expenditures for any pfoject cost-
ing in excessbof Two Thousénd Five Hundrud Dollars
(#2,500.b0), fhe consent and approval of the drilling
of any well shéll include all expenditures regardless of
amount for the drilling, testing, completing end equip-
ping of seme, including all necessary lines; separators

~ and lease tankage,

8. NONCONSENT OPERATIONS. If at any time the parties

cannot mutually-agree ﬁpon the drilling of a particular well
or the deepening, plugging back or reworking of any non-
commercial well previously drilled hereunder, the party or
parties desiring to conduct such operations shall give the
other parties written noﬁice thereof, spécifyihg the lo-
cation, proposed depth, and estimated cost. The parties
receiving such notice shall have fifteen.(IS) days after

| réceipt»thereof within which to notify the party or partlies
desiring to conduct such operations whether or not such par-

ties shall elect to participate in the cost thereof.

R S SR




The fallure of any party to give such notlice within said
perici of fifteen (15) days snall be construed that such
party does not elect to participate in the cost of the
proposed drilling operations. If such partiss shallyelect
not te participate in the cost of the proposed drilling
oberaticns, then within sixty (60) days efter the explra-
tion of said period of fifteen (15) déys the party 6r par-
ties desiring to conduct such operations, 1n order to be
entitled to the benefits under this paragraph, shall
authorize Unit Operator to commence the same for the ac-
count of such party or parties and thereafter prosecute

the same with due diligence until said operations are
completed. Any well drilled under the provisions of tﬁis
paragraph shall conform to the then existing well spacing
iprogram. .Any-drilling operations under the provisions of
this paragraph shall be conducted at the sole cost, risk
-and expense of the party or parties electing to conduct
such operations. If such operatidns when coﬁpleted upon

2 particular well should result in coimercial production,
the participating party or péfties shall be entitled to re-
ceive all the préceeds frdm the sale of esach nohparticipatn
ing pérty's net share of the working interest pfdﬁubtibh
from such wéll until>said barticipating party or parties
shall have received‘from the proceeds of the sale of each
nonpanticipaﬁing party's nct éhafe'of ﬁﬁélproduption an
amoupt equal to one and one-half times what eaﬁh nonpartici-
pating party's share of the cost of such operations (includ-
ing equipment scquired or installed in such operations)
wou;§ héve been had each such party parﬁicipated, and 1C00%

of each such noﬁparticipating,parﬁy's share of the cost of




the oporation of aald well durlng the Lime asuch rolmbsvpae-
ment 3o hoing made. Upon reimburasment to prrtisinating
'party or parties of the share of tLheo acnl of oncti noapnee
ticipating party, each such nonparticipating partly ashali ba
entitled to receive its proportionate share of such produc-

[ 5 B
4
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£ osuch operallons nupon anld wall haed boan cone
ducted by mutual agreemsnt of all partioes, and upon full

“reimbursement of usuch cost, such well shsll be operated by
Unit Operator for the Jjoint mccount of all partian'hovoho;
the same as any other well drilled upon the unit srea in
aécprdance with the provisions hereof. In the event the
pérticipating party or parties fail to obtain from each
nonparticipating ﬁarty’s share of such production & suf-
figientfamOunt to fepay such party‘s share of the cost of

_ such drilling operations, plus such'par£y's share of the
cost'of-operating_any‘such well, as set forth above, the

particibating party or-parties shall have and own all such

material, equipmernt and surplies placed or installcd by it

o
I

or them in or on the uv'.'¢t -rea in connection with the op- : J
efétibns conducted under the provisions of'this paragraph;

"providéd that 1if such mdtefial, equipment and supplies have

" a salvage value in excess of such remaining reimbursement -
figure hereinabove provided, such excess shall be owned by
the parties hereto in proportion to their then participat-
ing interest in the unit area. If the drilling of any such
well should result in a dry>hole or ncncommercial production,
Uﬁit Dperstor shall plup, and abandon the same at participat-
ing party or parties' sole cosb siwd ezponse. The partici-
rating party or partica ahall hinld tho nonpasrticipating
party cr parties free and eclsur of a1l cost, expense and

liability in connection with .6 driliing of any such wecll.




9. ACCOUNTING PROCEDURE AlD GOST O OPERATION: ALY

expenses and charges of every kind and chars:ter apising
from or prowing out of operations hercundsy hall be paid
by the Unit Operator and charged to the partlos hereto in

proportlon to thelir respective interests herounder. Ex-

*

cept as herein otherwlso providaed. all cosbls. incomnn,

charges and credits for materiais and other items in con-
nection with all operstions under sald Unit Agreemcnt and
accounting with respect thoréto shall be In sccordance wilth '
the "Accounting Procedure" attached hereto and made & part
hereof and merked Exhibit "D". The term "Non-Operators" as
used in said Exhibit "D" shall be deemed to refer to the

Working Interest Owners herein.

10. LIEN OF UNIT OPERATOR. Unit Operator shuall bave

a lien onthe interest or interests of each of the other
parties hereto that are subjected to this égréement; the
0oil and gas producéd therefrom, the proceeds thereof;, and
such party's interest in the méierial and eQuipment'thereon
?nd’therein, to secure Unit Operator in the payment:of any
sun due to Unit Operator hereunder from each such party.

S The liennherein pravided for shall not_exténd,to any roy-
alty 1ntereéts ih or under the premises subject hereto or
the prdduction therefrom. And it is agreed that in event
any amount due and owing to Unit Operator by any,othér party
hereto is not palid as herein elsewhere provided within fif-
teon (15) days from the due date thereof, Unit 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 pur-

chaser or purchasers to pay to Unit Operator the procesds




thereafter becoming due and owing for such share until Untit
Operator shall have been fully reimbursed to dete for and

on mccount 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 {6f) percent per annum,
but i1t is agreed that this romedy shall not be exclusive;
provided, however, that sll parties hereto shall have the
right to sell and disﬁose of their r;spective ifriterests 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
payhent and service of such written order as above provided,
in which eventé each party hereto agrees that at ahy time
when it may be in arrears in payments hereunder, butAonly

in such event, it will execute upon request, sﬁch additional
instrument as may be necessary or desired to further evidence

such lien and to provide for the prompt discharge thereof.

11, LEASE RENTALS. Each Working Interest Owner shall

pay any and all rentals whick become due and payable under
~any oil and gag;lease of such Wofking Interest Owner coﬁ-
>mitfédrt6's£id‘bhif Agreemént'and'shall, étwléést ﬁhirtj
(30) days prior to the time any such rentai becomes due and
payable, furnish to Unit Operator satisfacfory evidence that
said rental has béen pald. The burden of paying such rental
shallifall entirely upon the Working Interest Owner commit-
ting the o0ill and gas lease to the Unit Agreement and Unit
Operator is hereby relieved of any and all liability for any

loss of title resulting from the failure to pay any rental

due under the terms of éhy such oil and gas lesase,




17 DRILLING COMTRACTS. All wells drilled on the premi-
aes shall be Arilicd on n compotitive rontrnct basls at the
ueurl rates prevailiing tn the avon, Unlt Oporntor,
deniros, may employ lta n toolr and equipment in the drill-
Long, of wells, but in such ovent Lhe charpo Laeréfor nﬁnll‘not
erceed the prcvnt}inu rate in tho Clcld, and such work chall
be performed by Unit Operetor under the samg terms and condi-
tions as shsll be custdmﬁry ond ususl In the ficld in the con-
tracts of independent contrsctors who are doiné ﬁ5fk‘of~a siﬁi#‘
lar nature.

'13. ABANDONMENT OF WELIS. Except as providéd in numericsl

Paragraph 8 hereof, no well which is producing or has prédﬁééd
shell be abandoned without the mutlal consent of the parties
hereto; provided, however, if the parties are unable to agree

as to the abandonment of any well,'then the party or‘partieé

not desiring to sbandon the well shall tender io tnhe party or
parties desiring to abandon same such‘abahdohing party‘s propor-
tionétekshare of the salvagé value of the material aﬁd equipment
in and on said well, such value to be determined in accordance
with the attached Exhibit "D" -- Lccounting Procedufe. Upon re-
ceipt of seid sum, the party or parties desiring to abeddén’

su?h well shall, without express or implied warranty of title,

aadsign to the party or pertles tendering sald sum the




abandoning party's or parties' rights in all workling in-
terest production which may be produced from sald well
from the formation or formations for which abandomment 1s
contemplated, together with all meterlal and equipment
used in or on sald well. If there is more than one nan-
abandoning party such assignment shall run in favor of
the nonabandoning parties in proportion to their then
participating interest in the unit area. Upon the de-~
livery of said sssignment, the assigning party or parties
shall be relieved from all obliéations thereafter (but
not theretofore) accruing hereunder witb respéct to suéh

well.

~ 1);. TRANSFER OF,INTERESTS. In the event any party
Vdesires'to sell or otherwise dispose of aii cr any part

of its leasehold inkervest cémmitted to said Unit Agreemént,
the other parties hereto shall have a preferential right to
puréhase Dr.acquire the éame. In such event, the gselling
or disposing party shall promptly communicéte to the othér
‘parties hereto the offer received by it from a prospective
transferee ready, willing and able to purchase or acquire
the same, together with the neme and address of such pros-
pective transferee, and said parties shall thereupon have

an option for a period of ten (10) days after the receipt

of said notice to purchase or acquire such undivided in-
terest under the same or substential 1y the same terms of-
fered by such proépectiVe transferee; pro#ided, further,
that the limitations of this paragraph shall not apply where
any party hereto desires to mortgage its interest or to dis~
pose of its interest by merger, reorganization, consolida-~
tion, sale‘or trensfer of all its assets or a sale or trans-~

fer of its interest hereunder to a subsidlary or parent



company, or to any company in which such party hereto owns
a majority of the stock, or sale or other disposition by

an indlvidual to a member of‘his immediate femily. Any in-
terests so acquired by more than one party hereto shall ve
shared by the parties purchasing the same upon the Sesis of
their then participating intesrcst in the unit srea. Ths
sale or other disposition of any intereat subjected hereto
shall be made expressly subject to this agreement and the
Unit.Agreement, and in the event of a sale qr éther dispo-
sition which is not made expressly subject to this agree-
ment and the Unit Agreement, the selling or disposing party
shall continue to be primarily liable and agrees to pay any
costs or expenses attributable to the interest so sold or
disposed of should the trensferee of such interest fail or

refuse to make such payment when due.

i5. LIABILITY OF PARTIES. The llability of the par-

ties hereunder shall be several and not joint or collective,
Each_parfy shall be responsible only for 1ts obligations as
herein set out and shall be liable only for its proportion-
ate share of the cost of developing and opérating tbe unit
area. It 1s expressly agreed that it is not the purvpose or
1ntentioh of this agreement to create, nor shéll the same
be construed as creating; any mining partnership, commercial
partnership or other partnership relstions, nor shall the
operaéions of the parties hereunder be construed or consid-

ered as a joint venture.

16. EMPLOYEES. The numter of employees, the selection
thereof, and hours of labor and the compensation for servi-
ces to be paid them, shall be determined by Unit Operator.

Such employees shall be the employees of Unit Operator.

~13-




17. RIGHT OF PARTIES TO INSPECT PROPERTY AND RECORDS.

The following specific rights, privileges and obligations of
the parties hereto are hereby expressly provided, but not by
way of limitation or exclusion of any othor rights, privi-

leges and oblligations of the respective partles:
{6} Any parbty hersbto shall have access to
the entire unit area at all reasonable
; times to inspect and observe operations
= of every kind and character upon the
. property. '

(b) Any party hereto shall have access, at
all reasonable times, to any and all in-
formation pertaining to wells drilled,
production secured and marketed, and to
the books, records and vouchers relating
‘to the operation of the unit area.

(c) Unit Opersator shall, upon request, fur-
nish the other parties hereto wlth daily
drilling reports, true and complete cop-
ies of well logs, tank tables, dally.
gauge and run tickets, snd reports of
stock on hand at the first of each month, .
and shall also, upon request, make avail-
able samples and cuttings from any and ,
81l wells drilled on the unit area. Voo T

18, SURPLUS MATERIAL. Surplus material and equipment

from the unit area, which in the judgment of Unit Operator
is not necessary for thevdevelopmentsand operation thereof,

may be sold by Unit Ope;ator to the other parties hereto

or to others for the benefit of the joint account, or may
be divided in kind between the parties hereto; provided
that any party furnishing such materiel or equipment in
kind shall have the prior fight to take back such material
or equipment in kind. Proper charges and credits shall be

made by Unit Operator as provided in the Accounting Pro-

cedure, marked Exhibit "D", attached hereto.

-1li-




19. RICHT TO TAKE PRODUCTION IN KIND. Each of the

parties hereto shall take in kind or separately dispose
_____ of its proportionate share of the prodﬁction from the unit
area, exclusive of production which may be used in develop-
ment and producing operations on sald unit area and in pre-
paring and treating oil for markebing purposcs snd produe-
tion unavoidably lost, and shall pay or deliver or cause to
be paid or delivered all appllcable royasitiea thereon and
each party shall execute any and all contracis of sale per-
taining to 1ts Interest in such production. Any extra ex-
penditures incurred by the taking in kind or separate dis-
position by any party hereto of 1its proportionate share of
the production shall be borne by such party. In the event
any party hereto shall fall or refuse to make the arrange-
ments necessary ﬁo take in kind or separately dispose of 1its
proportionate share of the production from sald unit area;
Unit Operator shall have the right for the time being ;nd‘

éubjecﬁ_to revocation at will by the other‘ﬁérty owning same,

to elther burcﬁase or to market such produotion at not less
than the'posted market price in the area for production of

like grade, gravity and quality, but in no event less than

the prics which Unit Operator receives for its own portion
of such produltion cdetermined at the mouth-df the well or
wells; PROVIDED that all contracts of sale by Unit Operator

of any Working Interest Owner's production shall be only for

such reasonable periods of time as are consistent with the
minimum needs of the industry under the circumstances, but
in no event shall any such contract be for a period in ex-
cess of one year. Nothing herein containéd shall ever be

construed, howevar, ss requiring Unit Operator to purchase

~-15-




or supply a market for the productlon of Working Interest
Owners. Subject to provision of numerical Paragreph 10,
each party heroto shall be entitled to rececive directly
payment for 1lts proportionate share of the proceeds from

tho sale of production, saved snd sold from sald premises.

20. INSURANCE. Unit Operator shall carry éuch
Workﬁen's Compensation and Employvers' Liability Insurance
as may be.required by the laws of the State of New Mexlco,
provided that Unit Operator may be a self-insurer as to
either or both of such risks, if permissable, under the
laws of sald state. No opher_insurance shall be carried
by Unit Operator for the benefit of the parties hereto

except by mutual consent of the parties.

21. SURRENDER OR TERMINATION OF INTERESTS. No lease

committed to thé Unit Agreement shall be surrendcrcd in
whole or in part unless all of the parties hereto mutually
consent tkareto. Any Working Interest Owrer shall have the
right at any time while not in default of any of the pro-
visions hereof or indebted to the joint account to be re-
lieved of all further obligations, except the obligation to

pay such party's proportionate part of the cost of any well

then drilling under this Agreement by assigring, subject to
'~ the approval of the Commlssioner of Public Lands of the
State of New Mexico, to the other parties hereto, in pro-
portion to the interest then severally held by them in the
uhit area, all of the committed working interest in the unit
area of the Working Interest Owner desiring to be rellsved
of such further obligations. Such interest shall be eassigned

free and clear of all liens and encumbrances, except those

~16-




- existing on the effective date of this agreement. In such
event the Unit Operator shall pay to the Working Interest
Owner desiring to be relieved of such further o»ligations,
at falr secondhand value, less the cost of salvaging the
same, ail such party's proportionate interest in all cas-
ing; ﬁaterial, equipﬁéﬁt, fiitures, and personal propérty

belonging to the Joint account.

22. REGULATIONS. This agreement and the respective

rigﬁts and obligations of the parties hereunder shall be
subject to all valid and applicable state and federsal lsws,
rules, regulations and orders, and in the event this agree-
ment or any pfovisionvthereof is, or the operations contem-
plated thereby are, found to be inconsistent with or con-
trary to any such law, rule, regulstion or order, the latter
shall bé deemed to control and this agreement shall be re-
garded as modified accordingly, =nd as so modified, to con-
tinue in full force and effect.

Unit Operator shall preéare and furnish to any such
duly constituted authority, through its proper agency or
dep&rtment, any and all reports, statements and information
as may be requested when such reports are required to be

furnished by Unit Operator.

23. FORCE MAJEURE. Obligations other than the ob-

ligation to make payments of amounts due hereunder shall
be suspended while the parties>hereto are prevented from
complying therewith by acts of God, riots, war, acts of
federal or state agenc;es, inability to secure materials,’
strikes, lockouts, or bthgr matters beyond their control,
whethar siﬁilér of dissimilar; provided, that the settle-
ment of strikes or lockouts shall be entirely within the
diseretion of the party having the difficulty.

-17-




2. CONTRIRUTIONS FROM OTHERS. In thn avent the
parties hereto ar any one of Lhem paceaive n contpibution
toward the dritting of shy well tocated on any Iands
within the unit ares, said sontribution shell be owned by

the parties herete in the proporivion of their partiotips-

§*

tion {n Lhs goat «f aald wall

i

.

25, WOTIORS. All notloes that are required or
nuphurinad to be glven hareundar oxcopt as otherwlse spe-
cifically provided herein shall be glven by Unlted States
mall or Western Union telepgram, postage or charges prepald,
and addressed to the party. or parties to whom such notice
is giveé at their respective addresses set forth under the
signa‘tures hereto or to such other address-as any such
party may have furnici.ed in writing to the party sending
the notice. The originating notiéé to. be givenwﬁ;dérvany
provision hereof shall be deemed given whén received by
the party to whom such notice is~.d1‘rected and the time I"or"
‘such éérby-to give any response thereto shall run from the
date the originating notice is received. The second or.
any subsequent-notice Shali be deemed given when deposited

in the United States Post Office or with Western Unilon

Teiegraph Company, with postage or charges prepaid.

2{., FPURTHER INSTRUMENTS. Each party hereto agress

that it will execute such contracts, surrenders, assign-
ments, or other instruments necessary or required to carry
oﬁt and make effectusl all or arny of the provisions of
this agreement.

In the event that any of the leases which are now a

part of the unit covered hereby, or which may hereafter

~-18-




beocomo e pert of such unit, cover lends owned by the State

of New Mexico and 1t becomes necessary to apply the pro-
vislons of numerical Paragraphs 13, 14 or 21 of this Agree-
ment and in the application of the provisions of such para-
graph, or pearagraphs, any law, rule, regulation or order of
the State of New Mexico or sny governmental sgency having
Jurisdiction hereof will be‘violated as’to a matter of sub-
stance-as distingdlshed from a matter 6f form, the parties
heretq agres that such lénds or leases shall be exempt from
the'applicatioﬁ of such Paragréphs 13,‘ih or 21, and sepserate
agreements entered into at such time. Any assignment of a
leass coiering lands owned by the State of New Mexico whieh,
under the provisions of Paragraphs 13, 14 or 21, would'other-
wise run to two or more assignors, shall be made to the Unit

Operator alone, who shall hold the interést conveyed thereby

for the benefit of those entitled thereto under the provi-

sions of the applicsble peragraph or pasragrapha,

27. PARTNERSHIP EXCLUSION. Each party hereto hereby

elects that he or 1£ and the operations covered by this agrse-
ment be excluded from the application of Sub-chapter X 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
permit byfelection to be excluded therefrom, insofar as

8ll or sny portion of said Sub-chépter K may be applicable

to the parties hereto in respect of the operations covered




by this agreement. Unit Operator 1s hereby authorized and
directed to execute on behalf of each of the perties horeto
such additional or further evidence of sald electlion as

may be required by regulations issued under said Sub-chapter

K, or, should sald regulations require each party to execute

La masvaarita wariiabh
L UAavoeuwo Swou

such furthser evidsice, each party airess

evidence, or to joln in the execution thereof,

28, TAXES. Unit Operator shall render, for ad valorem
tai purposes, the premises éovered hereby, tcgether»with'all
tangible property, however classified, appﬁr@pnént thereto
if, end to ﬁhe'eiﬁéﬁt that Unithperéﬁdrﬁdeems<such property
then to beTSubjéct to ad valoram ﬁé£a£ion‘éhd>éhéil pay, for
the venefit of the parties hereﬁ6; such ad.falofém taxes
which Unit Opérator deéms to bs assessed validly against
such property. When paid, such ad valorem taxes shall be
charged to the joint account as préﬁ{ded ih*the attached
MExhibit D". |

29, UNIT AGREEMENT. The parties hereto having entered

1n£o that certain agreement, captioned "Unit Agreement'For
The Development and Operation of the West Tatum Unit Area,
Lea County, New Mexlco" (hereinafter referred to as the
"Unit Agreement®™), of even date herewith, all of thé terms,
provisions and-conditions of said agréement are Incorporated
herein by reference and made a part hereof with the same

effect as 1f set out in full herein,

30. HEADINGS FOR CONVENIENCE. The headings used in

this agreement are inserted for convenience only and shall

be disregarded in construing this agreement.

~20-



Agreement, end the Unit Operator shall meke appropriste ad-
Justments caused by such Joinder, without hny retroactive

ad justment of revenue,

22. COUNTERPARTS: Thls agreement may be executed

in any number of counterpsasrta, no one of which needs to bve
executed by all parties or may be ratified or consented to
by sebarate instrument in writing specifically referring
hereto! and shall be binding upon all those parfies who
have executed such a codnterpart,»ratification, or consent
hereto with the same force and effect as if all suéh parties
_ had signed the same document and régardless of whether or
not it i1s executed by all other parties owning or'claiming

~an interest in the lands within the above described unit area.

IN WITNESS WHEREOF, thls agreement is executed as

of the day and year first sbove written. : | , gz:

SKELLY OIL COMPANY
ATTEST:

By : '

, Vice-President
Skelly Building
Tulsa, Oklshoma

Assistant Secretary'

SINCLAIR OiL & GAS COMPANY
ATTEST: '

By
Secretaxy _ President
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EXHIBIT “D" PASO-T-1955-2
Attached to and made a part of - OPerating Agreement betwsen

Skelly Oil Company end Sinclair 01l & Gas Company.

covering all Sections 26 & 35, 125-35E,

‘Lea County, New Mexico.

ACCOU NTING PROCEDU RE

(UNIT AND JOINT LEASE OPERATIONS)

; " I GENERAL PROVISIONS :
Definitions

*“Joint property" as herein used shall be construed to mean the subject area covercd by the agreement to which this “Accounting Procedurc™ is at-
tached.

“Operator” as herein used shall be construed to mean the party designated to conduct the development and operation of the subject srea for the
joint account of the parties hereto.

"“Non-Operacor’’ as herein used shall be construed to mean any one or more of the non-opcrating parties.

Statements and Billings

Operator shall till Non-Operator on or before the last day of each month for its proportionate share of costs and expenditures durin‘ the preced.
ing month., Such bills will be accompanied by statements, reflecting the total costs and chargss as sct forch under Subparagraph-.......8 . below:

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

B. Statement of all charges and credits to the joint account, summarized by appropriate classifications indicative of the nature thereof.
C. Statements as follows:
(1) Detailed statement of macerial ordinarily considered controllable by operators of oil and gas properties;
(2) Statement of ordinary charges and credits to the joint account summarized by appropriate classifications indicative of the nature thereof;
and .
(3) Detailed statement of any other charges and credits.

Payments by Nen-Operator )
Each pariy shali pay its proportion of alt such bills within fifteen (1$) days after reccipt thercof. 1f payment is not made within such time, the
unpaid balance shall bear interest at the rate of six per cent (6% ) per annum until paid.

Ad,]ustments

Paymcnt ‘of any such bills sha“ rot prqudncc the right of Non-Operator to protest or question the correctness thereof. Subject to the exception -
noted in Paragraph s of this section 1; all statements rendered to Non-Operator by Operator during any calendar year shall conclusively be presumed

to be true and correct after tw cney- four (24) months following the end of any such calendar year, unless within the said twenty-four (24) manth

period Non- Opera(or takes written éxceprion thereto and: makes claim on Qperator for adjustment. Fiilure on the part- -of Non—Operuor to make

claim on Operator for adjustment within such period shall establish the cofrectness thereof and preclude the. filing of :xcepnons thereto or making

of claims for adjustment thercon. The provisions of this pan;,raph shall not prevent adjuseménts resulting from physu:ﬂ inventory of property as

provided for in. Section VI, lnventones, hereof.

Audits

A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audic Operatac’s accounts and records
relating to the accounting hereunder for any calendar year within the twenty-four (24) month period following the end of such calendar year, pro-
vided, however, that Non-Operator must take written exception to and make claim upor the Operator for all discrepancies disclosed by said
2udit within s3id twenty_four (24) month period. Where there 2rc two or more Non-Opcrators, the Non:-Open(ors:shal] mau%e every reasonable
effort to conduct joint or simultaneous audits in 2 manner which will result in 2 mirimum of inconvenience to the Operator.

IL DEVELOPMENT' AND OPERATING CHARGES
Subject to limitations herecinafter prescribed, Operator sball charge the joint account with the following items:
Rentals and Royalties

Delay or other rentals, when such rentals are paid by Operator for the joint account; royalties, when not paid directly to royalty owners by the
purchasér of the oil, gas, casinghead gas, or other products.

Labor

A. Salaries and wages of Operator’s employees disectly engaged on the joint propercy in the development, maintenznce, and operation thereof,
ineluding salaries -~ w 1ges paid to geologists and other employees who arc temporarily assigned to and dicectly employed on a drilling well.

B. Operator’s cost of he Jay, vacation, sickness and disability benefits, and other customary allowances applicable to the salaries and wages charge-
able under Subparigraph z A and P:ngnph 11 of chis Section II. Costs under this Subparagraph 2 B may be charged on a2 “when uand as
paid basis” or by “percentage assessment”” on the amount of salaries and wages chargeable under Subparagraph 2 A and Paragraph 11 of this
Section !, If percencage assessment is used, the rate shall be based on the Operator's cost experience.

C. Costs of expenditures or contributions made pursuant to assessments imposed by governmental authority which are applicable o Operator’s labor
cost of salaries and wages as provided under Subparagraphs 2 A, 2 B, and Parazeaph 11 of chis Section 11

Employee Benefits

Qperator’s current cost of established plans for employees’ group lisé-insurance, hospitalization, pension, retirement, stock purchase, "thrift, bonus,
and other benefit plans of a like nature, applicable o Opcrator’s labor cost, provided that the total of such chzrges shall not exceed ten per cent
(10%) of Operator's labor costs as provided in Subparagraphs A and B of Paragraph 2 of this Section II and in Paragraph 11 of this Section 1L
Material _ '

Material, equipment, and supplies purchased or furnished by Operator for use of the joint property. So far as it is reasonably practical and con-

sistent with efficient and economical operation, only such material shall be purchased for or transferred to the joint propesty as may be required for
immediate use; and the accumulation of surplus stocks shall be avoided.

Transportation

Transportztion of employees, equipmient, material, and supplies necessary for the development, maintensnce, and operation of the joint property
subject to the following limitariuns:

A. If matgrial is moved to the joint property from vendor’s or from the Operator’s warehouse or other properties, no charge shall be made to the
joint account for a distance greater than the distance from the nearest rcliable supply store or railway receiving point where such material is
available, except by special agreement with Non-Operator.
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B. In connection with overhead charges,

B. If surplus material is moved to Operator’s warchouse or other storage point, no charge shall be made to the joini account for a distance greater
than the distance from the ncarest reliable supply store or railway receiving point, except by special ageecment with Non-Operator.  No charge
shall be made to the joint account for moving materidl to other propertios belonging to Operator, except by special agreement with Non-Operator.

Service

A. Outside Services:

The cost of contract services and utilities procured from outside sources.

B. Use of Operator's Equipment and Facilities:

Use of and service by Operator’s exclusively owned equipment and facilities as provided in Paragraph 35 of Section 11 entitled “Operator’s Ex-
clusively Owned Facilities.”

Damages and Losses to Joint Property and Equipment

All costs or expenses necessary 1o replace or repair damages or losses incurred by fire, flood, storm, theft, accident, or any other cause not con-
teollable by Operator through the exercise of reasonable diligence. Operator shall furnish Non.Operator written notice of damages cr losses in-
curred as soon as practicable after report of the same has been received by Operator.

Litigation Expense

All coses and expenses of litigation, or legal services otherwise necessary or expedient for the protection of the joint intecests, including attorneys'

fees and expenses as hereinafter provided, together with all judgments obtained against the pacties or any of them on account of the joint operations

under this agreement, and actual cxpenses incurred by any parcy or parties heceto in sécuring evidence for the purpose of defending sgainst any
action or claim prowcuted or ueged againse the joint account or the subject matter of this agreement.

A Ifa majority of che interests hereunder shall so agree, actions or claimy affecting the joint intcrests hercunder may be handled by cthe legal
staff of one or more of the parties hereto; and a charge commensurate’ with cost of providing and furnishing such services rendered may be
made against the joint account: but no such charge shall be made until approved by the legal departments of or attorneys for the respective
partics hereto. )

B. Fees and expenses of outside attorneys shall not be charged to the joint account unless authorized by the majority of the interests hereunder.

Taxes

All taxes of every kind and nature assessed or levied upon or in connection with the properties which are the subject of this agreement, the produc-
tion therefrom or the operation thereof, and which taxes have been paid by the Operator for the benefic of the parties hereto.

Insurance and Claims

A. Premiums paid for insurance required to be carried for the benefit of the joint account, together with all expenditures incurred and paid in
settlement of any and all losses, claims, damages, judgments, and other expenses, including legal services, not recovered from insurance carrier.

B. If no insurance is required to be carried, all actua]»exp.endilures incurred and paid by Operator in settlemenz of any and all losses, claims, dam-
ages, judgments, and any other expenses, including légal services, shall be charged to the joint account.

District and Camp Expense (Field Supervision and Camp Expense)

A pro rata portion of the salaries and expenses of Operator’s production superintendent and other employees serving the joint property and other
properties of the Opcrator in the same operating arca, whose time is not allocated directly to the properties, and a pro rata portion of the cost of
maintaining and operating 1 production cffice known as Operator’s .
office located at or near ...

- . . (or a comparablc ofﬁce if. location changed), and
necessary suboffices (if any), mamumed for !he convenienve of (he above descnbed offlce. and all necessary camps, including housing facilities for
employees if required, used in the conduct of the operations on the joint property and other properties operated in the same locality. The expense
of, less any revenue from, these facilities should be inclusive of depreciation or 2 fair monthly rental in licu of depreciation on the investment. Such

charges shall be apportioned to all propertics served on IRXIMICK IKXAGTXAXAN OFCRITXNNKX KXNHX & Well basls,
one drilling well being equivalent to four producing wells.

Administrative Overhead

Operator shall have the right to assess against che joint property covered hereby the following management and administrative overhead charges,
which shall be in licu of all expenses of all offices of the Operator not covered by Section I, Paragraph 11, above, including salaries and expenses
of personnel assigned o such offices, except that salaries of geologists and other employees of Open(or ‘who are temporarily assigned to and directly
serving on the joint property will be charged as provided in Section I, Paragraph 2, above. Salaries and expenses of other technical employees as-
signed 10 such offices will be considered as covered by overhead charges in this paragraph unless chargss for such salaries and expenses are agreed
upon between Operator and Non-Operator as a direct charge to the joint property.

WELL BASIS (Rate Per Well Per Month)

PRODUCING WELL RATE
Oepth)

DRILLING WELL (Use Com,
RATE pletion
Well Depth Each Well First Five Next Five Over Ten

$200.00 $50.00 $35.00 . $25.00

A. Overhead charges for drilling wells shall begin on the date each well is spudded and terminate when it is on production or is plugged, as the
case may be, except that no charge shall be mads during the suspension of drilling opcrauom for fifteen (15) or more consecutive days.

the status of wells shall be as follows:

(1) Injection wells {57 recovery operations, such as for repressure or water flood, shsll be included in the overhud schedule the same as produc-
ing oil wells,

(2) Water supply wells utilized for water flooding operations shall be included in Lhe overhead schedule the same as producing oil wells.

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

o
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Wells peemanently 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 welly are plugged, overhead shall be charged at the producing well rate during the time required for the
plugging operation. -
(5) Wells oeing plugged back, drilled deeper, or converted to 1 source or input well shall be included in the overhead schedule the same as drill.
ing wells.
(6) Temporarily shut-down wells (other than by governmental regulatory body) which ar: not produced or worked upon for a period of a full
calendar month shall not be included in the overhead schedule; however, wells shut in by governmental regulatory body shall be included
in the overhead schedule only in the event the allowable production is transferred to othcr wells on the same property. In the eveat of a
unit allowable, all wellv capable of producing will be counted in determining the overhesd charge.
(7) Wells completed in dual or multiple horizons shall be considered as two wells in the producing overhead schedule.
78) Lease salt water disposal wells shall not be included in the overhead schedule unless such wells are used in 2 secondary recovery pregram
on the joint property.

C. The above overhead schedule for producing wells shall -be applied to the total number of wells operated under the Operating Agreement to which
this accounting procedure is um:hed. icrespective of individual leases.

D. ’: is specifically understood that the above overhead rates apply only to driliing” and producing operations and are not inténded to covér the
construction or operation of additional facilities such as, but not limited to, gasoline plants, compressor plants, repressuring projects, salt water
disposal fauilities, and similar installations. 1f at any rime any or all of these become necessary to the operation, a separate agreement will be
reached rclative to an overhead charge and allocation of district expense.

E. The above specific overhead rates may be anended from: time to time by agrecment between Operator and Non-Operator if, in practice, they are
founJ to be insufficient or excessive.

Operator’s Fully Owned Warchouse Operating and Maintenance Expense
(Describe fully the agreed procedure to be foilowed by the Operator.)

None

1
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Other Expenditures
Any expenditure, other thin expenditures which are covered and dealt with by the {orezoing provisions of this Section” M, incurred by the Opera-
tor for the necessary and proper developmient, mainténance, and aperation of tle joint property.

II1. BASIS OF CHARGES TO JOINT ACCOUNT
Purchases

Material and equipment purchased and service procured sha)] be charged ac price paid by Opecator afcer deduction of all discounts actually received.

Material Furnished by Operator

Material required for operations shall be purchased for dicect charge to joint account whenever practicable, exiept that Operator nay furnish such

material from Operater’s stocks under ‘the following coaditions:
A. New Material (Condition "A")
(1) New material transferred from Opc.—ators warehouse or other propercies shall be priced fob .he nearest reputable supply store or ralway

receiving point, wher< such material is available, at current replacement cost of the same k- o of material. This will include material such’

as tanks, pumping units, sucker rods, engines, ind other major cquipment. Tubular gooc'», two-inch (2% ) and over, shall be priced on car-
foad basis effective at date of transfer aad f.0.b. railway receiving point nearest the joint account operation, regardless of quanticy transferred.
(2) Other matcerial shall be priced on basis of a reputable supply company's preferential price list effective at date of transfer and f.o.b. the store
or riilway recciving point nearest the joint account operation where such marterial is zulhble ’
(3) Cash discount shall not be allowed.
B. Used Material (Condition B and *“C") R
(1) Marerial which is in souad and serviceable conditiosi and is suitable for riuse withour reconditioning shall be classed as Condition “B™ and
priced at- seventy-five per cent (75%) of new price.
(2) Material which cannot be classified as Condition “B"* but which,
(a) After reconditioning will be further serviceable for original function as good secondhind material (Condition “B™), or
(b) TIs serviceable for original function but substantiaify not suitable for reconditioning,
shall be classed as Condition “C and priced at fifty per cent (509¢) of new pricc.
(3) Material which cannot be classified as Condition “B” or Condition “C" shall be priced at 2 value commensurate with its use.
(4) Tanks, buildings, and other equipment involving erection costs shall be charged at applicable percentage of knocked-down new price.
Premium Prices
Whenever materials and equipment are not readily obtainable at the customary supply point and at prices specified in Paragraphs 1 and 2 of chis
Section 11l because of national emergencics, strikes or other unusual causes over which the Operator has no control, the Cperator may charge the
joint account for the required marerials vn 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 Nor-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 no:ifying Operazor wichin 10 days after receiving notice from the Operator, to furnish in kind, or in tonnage as the panie; may
agree, 2t the location, nearest railway receiving point, or Operator’s storage point within a comparable distance, alt or part of his share of material
and/or equipment suitable for use and acceprable to the Operator. Transportation costs on any such material furnished by Non-Operator, at any
point other than at the location, shall be borne by such Non-Operator. If, pursuant to the provisions of this paragraph, any Non-Operator furnishes
material and/or equipment in Kind, the Operator shall make appropriste credits therefor 1o the account of siid Non-Operator.

Warranty of Material Furnished by Operator

Operator does not_warrant the material furnished beyond or back of the dealer’s or manufacturer’s guaranty; and in case of dzfective material, cred--

it shall not be passed until adjustment has been received by Operator from the manufacturers or their agenes.

Operator’s Exclusively Owned Facilities

The following rates shall apply to service rendered to the joint account by facilities owned exclusively by Operator:
A. Water, fuel, power, compressor and other auxilizry services at rates commensurate with cost of providing and furnishing such service to the
joint account but nut exceeding rates currently prevailing in the field where the joint property is located.
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5.

B. Autumotive tquipment at rates commensurate with cost of owneeship and operation.  Such rates should generally be in line with the schedule of
tates adupted by the Petroleum Motor Transport Asiociation, or some other recognized organiration, as recommended uniform charges againn
joint eccount operations and revived from time 1o time.  Automotive rates shall include cost of wil, gas, repairs, insurance, and other operating
expense and deprevistion; and charges shall be hased on use i actual service an, of in connection with, the joint account operations.  Teuck
and tractur rates may include wages and expenses of driver,

o A faif rare shall be charged for the use of drilling and cleaning.ovt touls and any other items of Operator's fully owned mackinery er equip-
ment which shall be smple 10 vover maintenance, repaire, deprecistion, and the service furnished the joint property; provided that such charges
shall not exceed those currently prevailing in the field where the joint property iv locsted.  Pulling wnits shall be charged at hourly raes com-
meniurste with the cost of ownership and operation, which shall include repairs and musintenance, opersting supplies, invurance, depreciasion, anl
taxes. Pulling unit rates may include wages and expenses of the opesatnr,

1). A fair cate shail be charged for laboratory services performed by Opetator for the benefic of the joint sccount, wuch v gas, water, core, and any
other inalyses and tests; provided such charges shall nor exceed those curtently prevailing if performed by cutside service laboratories.

E. Whencver requested, Operator shall inform Non Operator in advance of the rates it propows to chaege.

F. Rates shall be revised and adjusted from time to time when found to be cither excessive or imufficient,

1V. DISPOSAL OF LEASE EQUIPMENT AND MATERIAL
The Operator shall be under no obligation to purchase interest of Non.Operator in surplus new or secondhand material.  ‘The Jdisposition of major
items of surplus material, such as derricks, tanks, engines, pumping units, and tubular goods, shall be wubject to mutusl Jdetermination by the parties
heteio; provided Operator shall have the right to dispose of normal accumulations of junk snd scrap material either by transfer or sale from the
joint property.
Material Purchased by the Operator or Non-Operator

Material purchased by either the Operator or Non-Operator shall be credited by the Operstor to the joint account for the month in which the
material is removed by the purchaser.

Division in Kind

Division of material in kind, if made between Operator and Non-Opcrator, shall be in proportion to their respective intcrests in such matecial. Each
party wiil thereupon be charged mdwndul"y with the value of the material reccived or receivable by cach party, and corresponding credits will be
made by the Qperator to the joint account.  Such credits shall appear in the monthly stztement of operations.

Sales to Outsiders

Sales to outsiders of material from the joint property shall be credited by Operator to the joint account at the net amount collected by Operator
from vendee. Any clzims by vendee for defective material or otherwise shall be charged back to the joint account if and when paid by Operator.

V. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT

Material purcbased by cither Operator or Ntnuoperator or divided in kind, uuless otherwise agreed shall be
valued on the following basis:

New Price Defined

New price as used in the following paragraphs shall have the same meaning and application as that used abave in Section I, “Basis of Charges to
Joint Account.”

New Material

New material (Condition “A’”), being new material procured for the joint account but never used thereon, at one hundred per cent (1009%) of cur-
rent new pricc (plus sales tax if znv).

Good Used Material

Good used material (Condition "ﬁ‘_‘), being used material in sound and serviceable condition, suitable for reuse without reconditioning:

A. At seventy-five per cent (75%) of current new price if material was charged to joint account as new, of

B. Ac sixty-five per cent (65%) of current new price if ma:enal was originally charged 1o the joint property as secondliand at seventy-five per
cent (75%) of new price.

Other Used Material

Used material (Coh;iition "C”), at fifty per cent (50%:) of current new price, being used material which:

A. Afeer reconditioning will be further serviceable for original function as good secondhand material (Condition “B™), or

B.Is sefvicezbie for original function but substantially not suitable for reconditioning.

Bad-Order Material

Material and equipment (Condition "D}, which is no longer usable for its original purposc withiut excessive repair cosc buc is further usable for
some other purpose, shall be priced on a basis comparable with that of items normally used for that purpose.

Junk
Tunk (Condition “E”), being obsolete and scrap material, at prt\alhng prices.
Temporarily Used Material

When the use of material is temporary and its service te the joint account docs not justify the reduction in price as provided in Paragraph 3 B,
above, such material shall be priced on a basis that will leave 2 net charge wo the joint account consistent with the value of the service rendered.

VI INVENTORIES
Periodic Inventories, Notice and Representation
At reasonable intervals, inventories shall be taken by Operator of the joint account mncnal which shall include all such material as ts ordinarily
considered controllable by operators of oil and gas properties.
Written notice of intention to take inventory shall be given by Operator at least thirty (30} days before any inventory is to begin so that Non-
Operator may be represented when any inventory is taken.
Failure of Non-Operator to be represented at an inventory shall bind Non-Operator to accept the inventory taken by Operator, who shall in that
eveat furnish Non-Operator with a copy thereof.

Reconciliation and Adjustment of Inventories

Reconciliation of inventory with chisges to the joint account shall be made by each party at interest, and 2 list of overages and shori:ges shall be
jointly 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 accountable to Non-
Operator only for shortages due to lack of reasonable diligence.
Special Inventories

Special inventories rpay be taken, at the >xpense of the purchaser, whenever there is any sale or change of interest in the joint property; and it shall
be the duty of the party selling o notify a'l other parties bereto as quickly as possible after the transfer of interest takes place. In such cases, both
the seller and the purchaser shall be represented and shall be governed by the inventery so taken.
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UNTE AarubeenT
FOR TS DEVELOPMEHT AND OPERATTON O Y,
WEST CTATUR oy
_LEA CONIPY, NRH MEXTCO
TULN AGREEMENT, enteped Inbo nnoof Lhe  dny
of " 1946, by nmnd botweon the partlos subparibe-

Inp, ratiCying or consenting horcto, nnd horelon refarred to

p the "partiens herctn,"

FTTNES ST U

WHEHHAS, the partiecu hereto are the ownersn of work-
Infr, royalty ar other oll or png Intereats in the unit aren
sub ject bto Lhis agrecmont; and, |

WHEREAS, the Commisaloner of Public Lands of the
State of New Mexico ls authorized by an Act of the Legls-
latﬁré (Sec. 3, Chap. B, Laws 19h3, na= nMénded by Sce. 1 of
Chapter 162, Laws of 19%51) ﬁo censenb toland abprove the de-
velopment or ohgratlnﬁ of Stntc ihﬁd3 undcr agrnémenﬁs made
by’lessees of State 1nnd jointlyAdr sovefslly wiph»qﬁher les-
neen where such 5greements provide for the unig oﬁerstinn or
developnment of part of or all of ahy éii or naé pool, f{icid
or arcaj and,

WHERBAS, the Commissionor of Public Tands of the
State of New Mexico 1s autherized by an Act of the Legis-
1sture (Sec. 1, Chapter 162, Tews of 1951) to amend with the
abproval of the lessee, any oll and gas lease embracing State
lends so-that the length of the term of séid lease may coln-
cide with the term of such agreements for the unit operatioh
and development of part of or all of eany oil or ges pool,
field or srea; and, ‘

WHEREAS, the 011 Conservation Commission of the State

of New Mexico (hereinafter referred to as the "Commission") 1is

suthorized by an Act of the Legislature (Chap. 72, Laws 1935)




'

to approve thias agreement and the corservation proviatona
hereof; and,

WHEREAE, the partlies hereto own the entlre working
intercst in the West Tatum Unlt Aresn coveriny the ]nﬁd heré-/
Inefter described and, therefore, have effective control of
operations therein; and,

WHEREAS, it is the purpose of the pébtiesxﬁereto to
conserve natural resources, prevent waste, and secure“oﬁher
beneflts obteinsable through_deveiopment ah@’oﬁération of the
area subject to thia agreement ﬁndér the terwms, conditions
and 1iﬁ1tations herein set forth;

NOwW, THEREFORE, in considerstion of the»ﬁromisés and
thhe promises herein coﬁtained, the parties hereto coﬁmit o
this agreement their respective interests in the below defined
unit area, snd agree severally aemong themselvésras follows:

1. UNIT AREA: The following described land 1is
hereby designated and recognized as constituting the West
Tatum Unit Arean?

NEW MEXICO PRINCIPAL MERIDIAN,
NEN MEXICO

‘Township 12 South, Renge 35 East:

Section 26: All
Section 35: All

situated in Lea County, New Mexico,
containing 1,280 acres, more or less,

l
1
!
J
;
|




Exhibit "A" attached hereto is a map showing the
unit area and the boundaries and identity of tracts and
leases in said area to the extent known to the Unit Operator.
Exhibit "B" attached hereto is a schedule showing to the
extent known to the Uris Operator the acreage. percentage,
and kind of 6ﬁnership of oil and gas interests in all land
in the unit area. However, nothing herein or 1in said
schedule or map shall be construed as a representation by
any party hereéo as to the ownefship of any interest other
than such interest or interests as are shown in said map or
schedule as owned by suéh party. Exhibits "A" and "B" shall
be revised by the Unit Operator wheﬁever changes in the unit
area render such revision necessary, or when requested by
the Commissioner of Public Lands, hereinafter referred to

as "Cormissioner."®

The above described unit area shall when practic-

able be sxpanded to include therein any additional tract or
tracts regarded as re’“sonably necessary or advisable for
the purposes of this agreement. Such éxpansion shall be
effected in the following manner:

{a) Unit Operator, on its own motion or on demeand

% of the Commissioner, shall prepare a notice of proposed ex-

pansion describing the contemplated changes in the boundaries
of the unit area, the reasons therefor, and the propused ef-
fective date thereof.

(b) Said notice shall be delivered to the Commls-
- 8ioner and coples thereof mailed to the last known addresa
of each working interest owner, lessee, and lessor whose in-
terests are affocted, advising that thirty (30) days will be
allowed for aubmiauion to the Unit Operator of any objections.




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

(@) After due consideration of all pertinent in-
formation, the expansidn shall, upon approval by the Commis-
sioner, becore effective as of the date prescribed in the
notice thereof, provided, however, if mare fban 25% on an
acreage basls object to such expansion, the'éame shall not
be mpproved; provided, however, that should the interest of
any objecting working interest owner equal or exceed 25% on
an acreage baslis, then and in that event in order to make
such oﬁjection effective hereunder one additional working
intereéf owner must joih in such objeétion: |

All land committed to this agreement shell con-
stitute land referred to herein as "unitized land" or "land

subject to this agreement."”

2. UNITIZED SUBSTANCES: All oil, gas, natural

gasoline and associated fluld hydrocarbons in any and all
formations of the unitized land are unitized under the
terms of this agreement and herein are called "unitized

- substances.™

2. UNIT OPERATOR: Skelly 0il Company, a Delaware

corporation, is hereby designated ss Unit Operator and by
signature heretb commits to this agreement all interests in
unitized substances vested in it as set forth in Exhibit "B",
and agfees and consénts to accept the duties and obligations
of Unit Operator for the discovery, development and produc-

tion of unitized substances a3 herein provided. Whenever

-




reference 1s made herein to the Unit Operator, such ref-
erence means the Unit Operator acting in that capacity and
not as an owner of interests in unitlzed substances, and
the term "working interest owner" when used herein shall
include or refer to ﬁnit Operator as the owner of a working

interest when such an interest is owned by it.

. RESIGNATION OR REMOVAL OF UNIT OPERATOR: Unit

Operator shall have the'right to resign at any time but such
resignation shall not become effective until'a‘éuccessor Unit
Operatof has been selected and apprGVed in the manner pro-
vided for in Article 5 of this agreement. The resignation
of the Unit Operéﬁor”shall not release the Unit Operator
from any liabllity or any default by it hereunder occurring
prior to the effeciivendate of 1ts resignation.

Unit Operator may, upon default or failure in the
performence of its duties or obligations hereunder, be sub-
ject to removal by the same percentage vote of the owners
of working 1dteres£s‘determiﬁed in like manner as herein
proﬁided Tfor the selection of a new Unit Opeiator. Such
removal shall be effective upon notice thereof to the
Cbmmissioner.

The resignation or removal of the Unit Operatof
under this agreement shall not terminate its right, title
or interest as the owner oi a working ipterest or other in-
terest in unitized substances, but upon the resignation or
removal of Unit Operator bécoming effective, such Uﬁit Op-
erator shall deliver possession of all equipment, materials
and appurtenmces used in conducting the unit operations and
owned by the working interest owners to the new duly quali-

‘fied successor Unit Operetor or to the owners thereof if no




such new Unit Operator is elected, to be used for the pur-
pose of conducting unit operations hereunder. Nothing herein
shall be construed as authorizing removal of any materisal,
equipment and appurtenances needed for the preservation of

any wells.

S. SUCCESSOR UNIT OPERATOR: Whenever the Unit

Operator shall resign as Unit Operator or shall be removed
as hereinabove provided, the owners of the working interests
according to théir respective acfeage inferests 1n'§11 uni-~
tlzed land shall by a majority vote select a successor Unit
Opérator; provided that, if a majority but less than 65 per
cent of the working Interests qualified to vote is owned by
one partj to this agreement, s concurring vote of sufficient
additional parties, so as to constitute in the aggregate not
less than 65 per cent of the total working interests, shall
be required to select a néw operator. Such selection shall
not become éfféctivé until (a) a Unit Operator so selected
shall accept in writing the dutlies and responsibilities of
Unit Operator, and (b) the selection shall have been approved
by'the Commissioner. If no successor Unit Operatof 1s se .
lected and qualified as herein provided, the Commissioner at

his election may declare this unit agreement terminated.

6. ACCOUNTING PROVISIONS: The Unit Operator shall
pay in the first instance all costs and'expenses 1ncurréd in
conductiné'ﬁnit operations hereunder and such costs and ex-
penses and the working interest benefits accruing hereunder
‘shall be apportioned among the owners of the uritized work-
ing interests in acceordance with an operating agreement by

and hetween the Unit Opefator and the other owners of such




Interests, whether one or more, separately or collectively.
Any agreement or agreements entered iInto between the work-
Ing interest owners and the Unit Operator as providodiin
this article, whether one or more, sre herein referred to as
the "Operating Agreoment” or "Unlt Operating Agreoment.” No
such apgreement shall be doomecd ecither to modify any of tho
terms and conditlons of this Unit Agreement or to relieve
the Unit Operator of any right or oblightion established
under this Unit Apgreement, and in case of any’inconsisten—
éies or conflict between this Unit Agreement and the Operat-

ing Agreement this Unlt Agreement shall prevall.

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR :

Excépﬁ as otherwise specifically provided herein, the exclu-
sive right, privilege and duty 6f ekercising any and all
rights of'the‘partieg hereto which afé'necessary or con-
venient for bfospecting for, producing, storing, allocating,
and distributing the unitized substances sare héreby delegéted
to aﬁd shall be exercised by the Unit Operator as herein pro-
vided. ACOeptéble evidence of title - to said rights shali bhe
deposited with said Unit'Opefétor and, together with this
agreement, shall constitute and define the rights, privileges
and obligations of Unit Operator. Nothing hefein, however,
shall be coﬁstrued tc transfer title to any land or to any
lease or operating agreement, it being understood that under
this agreement the Unit Operator, in its capacity as Unit
Operatér, shall exercise the rights of possessidn and'hse
vested in the parties hereto only for the pufposes herein

specified.




8. DRILLING TO DISCOVERY. Within sixty (H0) days

after the effective date hereof, tho Unlt Operator shall
commence operstlons upon an adequate test well for oil and

gas at a location described as being in the spproximate center‘
of the Sowtheast Quarter of the Souttwest Quarter (SE/L sw/ly)
of Section 26, Township 12'South; Ruange 35??aét3 Lea GCounty,
New Mexico, and shall drill se'd well with due diligence to

sn spproximate depth of 13,200 feet or to a depth sufficlent,
in the opinion of Unit Operstor, to test the Devonian Forma-
tion, whichever 13 the lesser depth, or to such lesser depth
as unitized substences shall be discovered in baying quantitles
or until, in Lhe opinion of Unit Operetor, i1t shall be deter-
mined that the further drilling4of speid well shall be unwar-

ranted or lmpracticsable.

Any we11 commenced upon the unit ares priof to-the
effective date of this agreement ond drilled to the depth
provided hereih for the drilling of an 1n1tia14test well shall
be considereaﬁas complying, with the drilling requiremcnté hereof
with respect tb;the initial test:well. The Commissioner may
modify the drilling requirements of this section by grenting
reasonable extenslons of time when in his opinion such action
is warranted. Upon raiiure to comply with the dfilling provi-
sions of this article the Commissioner may, after reasonable
notice to the Unig Operator and esch working interest owner,
lessee or lessor at their lsst known address, declare this

Unit Agreement terminated.

9. PARTICIPATION AND ALLOCATION OF PRODUCTION AFTER

DISCOVERY. All unitized substances prcduced from the unit
arca, except any part thereof used within the unit area for

producticn or development purposes or unavoildably lost,




shall be deemed produced equally on an acreage basis from
the several tracts of unitized land and, for the purpose of
determining any benefits accruing under this’agreement, sach
such tract of unitized land shall have allocated to it such
percentage of production as the number of acres of such
tract bears to the total number of acres of unitlized land
within the unit area, except that allocation of production
hersunder for purposes other than settlement of royalty,
overriding royalty or payment out of production obligations
"of the respective working interest owners shall be on the
basis(prescribed in the Unit Opefating Agreement, whether
in conformity with the basis of allocation herein set forth
or otherwise.

— Notwithstanding'any provisions contained herein to
the contrary, eabh'working interest owner shall have the
right to take such.owner's proportionate share of the unitized
sﬁbstances in kind or to personally sell or dispose of the
saﬁe, and nothing herein contaired shall be éonstrﬁed as
glving of granting to the Unit Operator £ho rigﬁt to sel? or
othqfwise dispose of the proportionate share of any working
interest owner without specific authorization from time to
time to so do.

10, PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING

ROYALTIES: A1l rentsls due the State of Now Mexico shall be
pald by the respective lease owners~in accordance with the
‘terms of their leasas. |
All royalties due the State of New ‘exico under the
terms of the leases committed to this agrqement\Shall‘be com=-
ﬁuted and pald on the baslis of all unitized substances allo-
cated tdrthe respective leases committed hereto; provided, how-

ever, the State shall be entitled to take in kind its share.of




the unitized substances allocated to the respective leases,
and in such case the Unit Operator shall make deliveries of
such royalty oll in accordance with the terms of the re-

spective leases. |

If the Unit Operator introduces gas obteined from
sources other’than the uniﬁizedwéubétances into any produc-
ing formation for the purpose of'repressuring, stimulating
or increasing the ultimate reéovery of unitized substances
therefrom, a like amount of gas, if évailable, with due al-
lowance for 1osé ér depletion from any cause may be with-
drawn from the formation into which the gas was introduced
royalty free as to dry gas but not as to the products ex-
tracted therefrom; provided, that such withdrawal shall be
at such time as may be provided in a plan of operations con-
-sented to by tﬁe Commissioner and approved by the Commission
as 6onform1ng to good petroleum engineering practice; and
provided further, that such flght»of withdrawa1~sha11 ter-
minate on the termination of this Unit Agreement. .

If any lease committed hereto 1s burdened with an
overriding royalty,-payment out of produétion, or other
charge, in addition to the usual one-elghth (1/8) royaity,
the owneerf'each such lease shall bear and assume the same
out of the unitized'substances/allocated to it under the
terms of the Unit Operatipg Agreement.

11. STATE LEASES AWD CONTRACTS CONFORMED AND

EXTENDED INSOFAR»AS THEY APPLY TO LANDS WITHIN THE UNITIZED
AREA: The terms, éonditionsland provisions of all leases,
suhleases, operating agbeements and other contracts relating
to the exploration, drilling, development or operation for
oil or gas of State of New Mexico lands committed to this

agreement, shall, upon approval hereof by the Commissioner,
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be and the same are hercby expressly modiflod and emended

insofar as they apply to suech lands within the unitlized

aroa to tho oxtent noceassry Lo wmnko the anmo conform Lo

the provisiona horsof and so that the lonpth of the soc-
ondary term of gsuch leanses on and covoring suthlnndg

within said srea wlll be extended Inuofar as nocessary to
coincide with the terms of this agreement and the approval
of this apgreement by the Commissioner and the‘lessee shall,
without further éction of the Commissioner or the lessee,

be effective to conform the provisions and extend the term
of each such leasec ng tollands within the unitlzed area to
the provisions and Lerms of this agreement; but otherwise

to remain in full fdrce and effect. Each such lease commitf
ted to this aprecment iﬁsbfar as it applies to lands within
the unitized ares, ;hall continue in force beyond the term
provided therein so long as this agréement remains in effect,
pfovided,‘driiling operations-updh‘thé ihifial-test well pro-
“vided féf hérein shall have>beenAc§mmenced or said well is
in the proceés'or being drilled by the Unit Operatcr prior
to the expiration of the shoftest term lease committed to
this agreement. Termination of this agreement shall not
affect any lease which purSuant to the termé thereof or any
applicable laws shall continue in full force and éffect
thereafter. The commencement, completion, operation or pro-
duction of a well on any part of the unit area shall be re-
spectively construed and considered as the commencenernit or
completion or operation or production of a well within the
terms and provisions of each of the oll and pgas leases to -
the same extent as though such commencement, combletion,

operation or production was carried on, conducted and/or

obtained from any such leased tract.




Any lease emﬁracing lands of the State of New
Mexico having only = portion of such lands committed hereto
shall be segregated as to that portlon committed andi that
portion not committed, énd the terms of such lease shall
~apply separately to such sggregated portions commencing
as of the effective date hereof. Provided, however, that
notwithstanding any of the provisions of this agreement
to the contrary, any such lease shall continue in full
force and effect beyond the term providéd'therein as to
all lands embraced in such lease, 1f unitized substances
are discovered and are capable of being produced in paying
quantities from some part of the lands embraced in sﬁéﬁ
lease committed to this agreement at the~expirdtion of the
secondary term of such lease; or if, at thé expiration of
the secondary term, the lessee or the Unit Operator is then
engaged in bona fide drilling or reworkingloperations on
some parf of the lands embraced in such leése,‘the same as
to 81l lands embraced therein shall remain in full force
and effect so long as such operastions asre being diligently'
-pr§secuted, and if they result in the production of uniti;
zed substances, said lease shall continue in full force and
effect as to all of the lands embraced therein, so long
thereafter as unltized substances in paying quantities are

being produced from any pértion of =said lands.

12. CONSERVATION: Operations hereunder and pro-

duction of unitized substances shall be conducted to provide
for the most economical and efficient recovery of sald sub-
stances without waste, as defined by or pursuént to State

lews or regulations.




13. DRAINAGE: The Unit Operator shall take ap-
propriate and adequate measures to prevent dralnage of
unitized substances from unitized lands by wells on land

not sub ject to this agreerent.

1. COVENANTS RUN WITH TAND: Tae covenents herein

shall be construed to be covenants running with the land with
respect to the interests of the pérties hereto and their
successors 1ﬁ Interest until this agreement terminates, and
any grant, transfer or conveyance of interest in land or
leases subject hereto shall be and hereby is conditioned
upon the assumption of all privileges and obligations here-
under by ﬁhe graﬂtee, tranéferee, or other sucdessor in in-
terest. No assignment or transfer of any working, royalty
or other interest subject hereto shall be binding:upon Unit
Operator until the first day of the calendar month after
Unit bpérator is furnished with the original, photostatic

or certified copy 6f the instrument of transfer.

15. EFFECTIVE DATE AND TERM: This agreement

shall become effective upon approval by the Commissioner
and shall terminate in two years aftef such date unless

(a) such dete of expiration is extended by the Commissioner,
or (b) a valuable discovery of unitized substances has been
made on unitized land during sald initial term or any ex-
tensipn thereof in which case this agreement shall remain
in effect so long as unlitized substances can be produced
fromkthe unitized land in paying quantitiés and, should ﬁro-
duction cease, so long thereafter as diligent operations are
in progress for the restoration of production or dis covery
of new production and so long thereafter as the unitized

substances so discovered can be produééd as aforesaid. This




agreement may be terminated at any time by not less than

65 per cent on an acreage basis of the owners of the work-
ing interests signatory hereto with the epproval of the
Commissioner. Likewise, as provided in Article B herseof,
the Commissioner may, after reassonable notice to the Unit
Operator and each working interest owner, lessee End les-
sor at their last known addresses, declare this Unit Agree-

ment terminated.

16. RATE OF PRODUCTION: All production and the

disposal thereof shall be iﬁ’conformity with allocations,
allotments and quotas made or fixed by the Commission and

in conformity with all applicable laws and 1aifu1 regulatlons.

17. APPEARANCES: Unit Operator shall, after

notice to other partiqs affected, have the right to appear
for end on behalf of any and all 1nterests‘affected hereby
~ before the Cormissioner of Public Lands and the New Mexico
’011 Conseérvation Commission and to appeal from ofders issued
under the regulations of the Commissioner or Commission or
tcvapplyjfor relief from any of sald regulations or in any
proceedings relative to operations pending before the Com-
missioner or Commission; provided, howevér; thet any other
interested party shall also have ths right at its own ex-

penss to appear and to participste in any such proceediﬁg.

18. NOTICES: All notices, demands or statements
required hereunder»to be given or rendered to the partieé
hereto shall be deemed fully given if given in writing and
personally delivered to the party or sent by postpaid reg-
istered mail, addressed ﬁo such party or parties at their
>respective.addresses set forth in connection with the sig-

natures hereto or to the ratificationior consent hereof or
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to such other address as any such party may have furnished

in writing to party sending the notice, demand or statement.

19, UNAVOIDABLE DELAY: All obligations under

this agreement requiring the Unit Operator to commence or
continue drilling or to operate on or ppoduce uni tized 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, 1s prevented
from coﬁplying with such obligations, in whole or in part,
by strikes,war, acts of God, Federal, State, or muﬂicipal
law or agencies, unavoidable accidents, uncontrollable de-
lays in transportation, inability to obtain necessary ma -
terials in open market, or other matters beyond the reason-
able control of the Unit Operator whether similar to matters

herein enumerated or note.

20. LOSS OF TITIE: In the event title to any

tract of unitized land or substantial interest therein shall
' feil and the true owner cannot be induced to join the Unit
Agreement so that such tract is not committed to this agree-—l
ment-or the operation thereof hereunder becomes impracticable
as a result thereof, such tract may be eliminated from the
unitiied area, and the interest of‘the parties readjusted as
8 result of such tract being eliminated from the‘unitized
erea. In the event of a dispute as to the tlitle to any
royalty, working or other interest subject hereto, the Unit
Operator may withhold peyment or delivery of the éllocated
portion of the unitized substances involﬁed on account
thereof without 1isbility for interest until the dispute

is fihally settled, provided that no payment of funds due




the State of New Mexlco shall be withheld, but such funds
shall be deposited with the Commlissioner of Public Lands to
be held as unearned money pending flnel settlement of the
title dispute, md then applied as earned or returnedvin
~accordance with such flnal settlement. Init Operatbr as
such 1s relieved from any fesponsibility for any defect or

faiiure of any title hereunder.

21. SUBSEQUENT JOINDER: Any oll or gas interest

in lands within the unit area not committed hereto prior to
the submission of this agreement for final‘approVal éelther
by the Commission or Commissioher may be commltted hereto

by the owner or owners of such>rights subscribing or consent-
ing to this agreemenﬁ or executing a ratification thereof,
and if such owner is also a working interest owner, by sub-
scribing to the operating agreemént providing for the allo-
cation of costs of exploration, development and operati on.
After operations are commenced hereunder, the rigﬁt of sub-
sequent joinder by a workiﬁg interest owner shall be éubjéct
to all of the requirements of any abplicable operating agree-
ment betwsen the working'interest.owhers relative to the
allocation of production and the costs of exploration, de-

' velopment end operation. A subsequenﬂ joinder shall be ef-
fective as of the first day of the month following the filing
with the Commissioner and the Commissfion of duly executed
counterparts of the instrument or instrﬁments committing

the interest of such owner to this sagreement, but such join-
1ng'pafty or prarties before participating in any benefits
hereunder shall be required to assume and pay toc Unit Opera-
tor their proportionate share of the unit expense incurred

prior to such party's or parties!-joiﬁder in the Unilt

-16-




31. EFFECTIVE DATE AND TERM. This Unit Operating Agree-

ment shall become offective as of the effectlive date of the
Unit Agreement for the development and operation of the West
Tatum Unit Area and shall remain in full force and effect
during the life of such Unit Agreement, and the provisions
hereof shall be considered as covenants running with the owner-
ship of the réspective 0ll and gas leases committéd by the par-
ties hereto to said Unit Agreement, and shall be binding upon
the helirs, personal representatives, successors and assigns of

‘the parties hereto.

32. COUNTERPARTS. This agreement may be executed in any

number of counterparts with the same force and effect as if
all parﬁies had signed the same document or this agreement
mdy be ratified with 1like force snd effect by a separate in-

strument 1in writing specifically referring hereto.

IN WITNESS WHEREOF, this agreement is executed as cf the

SKELLY OIL COMPANY I“;‘&T

day and year first above written.

ATTEST ¢
By
Asslstant Secretary Vice-Fresldent
Skelly Bullding
Tulsa, Oklahoma
SINCLATIR CIL & GAS COMPANY
ATTEST:
By
Secretary President

-17-
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EXHIBIT “A”

SKELLY OIL COMPANY-OPERATOR -

'WEST TATUM UNIT

T-12-S

R-35-E

LEA COUNTY. NEW MEXICO

SCALE:1"s2000°
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E{EIBIT "B"
WEST TATUM UNIT
SKELLY OIL COMPANY - Operator
SCHEDJLE OF PERCENTAGE & OWNSRSEIP O OIL & GAS :
INTEREST IN ALL LANDS

Tract Iio, No, of Kew liexico (#)Landowner & Record Owner Over- Working Interest Owvner
& State Leasse Percentage of ridirg & Percentage of
NDescristion Acres & Date of Rovalty Losase Rovalty Interest 3
20 E-2108 State of New . Skelly 011 None Skelly 0il Compary niile
(6-21-55) - Mexico : Corzpany )
| 1233 .
.00 E-9275 - State of Yew Skelly 011 None Skelly 0il Company op o
(8-16-55) Mexico " Company
123%
1560 E=-9351 State of New Skelly 01l None Skelly 011 Coupany 07,0
(9-20-55) Mexico Company
| 124%
20 2-1118 State of MNew Skelly 01l None Skelly 011 Company 87,50
(12-10=46) ‘exico Company
121%
20 E-2269 . State of lew Sinclair 011 & Sinclair 01l % Cas _ ,
(1-10«1:9) Lexico Gas Company None Company 87,5¢7
12:% :
320 E-1119 ~ State of New Sinclair 011 & Sinclair 01l & Tas
A (12-10-46) Mexlcc Ges Company None Company
T12S R35E 1237 _
1250

(%) = All New Mexico State Lands
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EXHIBIT “C*
SKELLY OiL COMPANY-OPERATOR

WEST TATUM UNIT
T-12-8 R-35-E
LEA COUNTY. NEW MEXICO
SCALE: 1"22000°




CERTIFICATE OF APPROVAL
BY COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO,
OF UNIT AGREEMENT FOR DEVELOPMENT AND OPERATION OF
THE WEST TATUM UNIT AREA
LEA COUNTY, NEW MEXICO

There having been presented to the undersigned Commissioner
of Public Lands of the State of New Mexico for examinatici, the
attached agreement for the development and operation of the
West Tatum Unit Ares, Lea County, New Mexico, dated &s of the

day of , 1956, in which Skelly 01l
Company 1s designated as Unlt Uperator and which has been exe-
cuted by all parties owning and holding oil and gas leases em-
bracing lends wwithin the unit area and upon examination of said
agreement, the Commissicner finds: '

(a) That such agreement will tend to promote the
- conservation of oll end gas and the better
utilization of reservoir energy in said aresa;

{(b) That under the operations proposed, the State
will receive iLts fair share of the recoverable
0il or gas in place under its land in the -
area affected; ‘ S

(c) That the agréement is in other respects for
the best interest of the State;

(d) That the agreement provides for the unit op-
eratlon of the eres, for the allccation of
production, snd the sharing of proceeds from : e
a part of the area covered by the agreement -
on an acreage basis as specified in the
agreement.

NOW, THEREFORE, by virtue of the suthority conferred upon
me by Chap. 88 of Laws of the State of New Mexico, 1943, as
amended by Chap. 162 of the Laws of New Mexico, 1951, I, the
undersigned, Commissioner of Public Lands of the State of New
Mexico, for the purpose of more properly conserving the oil 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 Mexlico committed to sald Unit Agreement shall be and the
same are hereby amended to conform with the  terms thereof, and
shall remain in full force and effect according to the ter.s
end conditions of sald agreement. This approval 1s subject to
2ll of the provisions of the aforesald Chap. 88 of the Laws of
the State of New Mexico, 1943, as smended by Chap. 162 of the
Laws of the State of New Mexico, 1951. ' :

IN WITNESS WHEREOF, this Certificate of Approval is executed,
with seal affixed, this day of » 1956.

Commiszioner of Public Lands of
the State of New Mexico ’




WEST TATUNM

EXHIBIT "B"

UNIT

SKELLY OIL ZJOKMPANY - Operator
SCHEDULE OF PEZRCENTAGE & OWNERSHIP OF QOIL &

INTEREST IN ALL LAYDS -

Tract Xo, No, of New lexico (s*)Landowner & Record Quner Overe Working Interest Owner
& State Lease Percentage of ridirg - % Percentage of
Descristio Acres & Nate of Rovalty Lease woqmw¢4.r. . Interest )
21;0 E-2108 ‘State of New Skelly 011 None ha\\ Skelly 01l Cowpary e
(6~21-55) _?mxpoo Company i :
HNN\O ' .\.
Tract o, 2 L00 E-9275 State of WNew Skelly 011 None™ Skelly 0il Co:pany it
L, SE (8-16-55) Hexico Company
TRl 12372
160 E-9351 m«mam of Mew Skelly 011 None Skelly 0il Coipany o Sl
(9-20-55) iexd co Company
H«HNO wwmm . U.NN\O
ewmaﬁ Ho,L. 20 E-1118 Stete of New Skelly 01l None Skelly 01l Coupany 87,50,
(12-10-16) fexico Company
1214
o E-2269 mﬁmdm of Yew Sinclair 0il & Sinclair 011 % Gas ,
(1-10-119) Mexico Gas Company None Conpany 87.5C7
HN.I\D ‘
320 E-1119 ‘State of Mew Sinclair 0il & Sinclair 0il & ~as
7 (12-10-46) zmxpoo, . Ges Company None Company 87.507
T12S R3SE | 1217
Hmmo

(%) - All New Mexico Statc Lands
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