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CASE 2967: Application of STANDARD

OIL CO. OF TEXAS for approval of
the JURNEGAN POINT UNIT AGREEMENT.







Fabruary 1, 19%65

Delta Drilling Company
P. O. Box 866
Cdasna, Texag
Re: Jurnegan Point uUnit
Eddy County, Nsw Mexico

Ternination of Unit
Attention: Mr. E. @. Durrett

Gentlemen:

The Commissioner of Public Lands approved as of
January 29, 1965, terminaticn of the Jurnegan Point Unit,
Eddy County, New Mexico, tc become effactive February 1,
1965, We are returnirg one approved copy of this termination.

Very truly yours,

GUYTON B. HAYS
COMMISSIONER OF PUBLIC LANDS

BY:
(Mr.) Ted Bilberrxy, Director
0il & Gas Departuent

GBH/tb/mmx/d

ces OQil Conservation Commission
Santa FPe, New Mexico




RATIFICATION AND JOIIDER
IV THE JURNEGAN! POINT UBVIT AGREEMENT AID UNIT OPERATING AGREEENT
CouTY OF EDDY
STATE OF IEV MEXICO

The undersizned (vhether one or iore) hereby acknowledge receipt
of a copy of the Unit A_ rccment and Unit Operatin; Agrecment tor
Jurnean Point Unit Area cmbracing lands situated in Eddy County,

New Mexico, which Agreeients are dated Januvary 20, 1964, and ac-
knovledrie that they have read the same and are familiar with the

terias and conditions thereof.

The undersi:med, also being the owmers of certain oil and as
leasehold interests committed to said Unit Agreement and Unit Oper-
ating Agreement, more particularly described in the lease Schedule
attached to the Unit Agreement as Exhibit "B", do hereby consent to
said Unit Agreement and Unit Operating fgreement and ratify all of
the terms and provisions thereof exactly the same as if the under-
signed had executed the originals of said Unit Acreement and Unit

Operating Agreement or counterparts thereof.

In witnhess whereof this instrument is executed by the under-
gsigned as of the date set forth in their respective acknowledgments.

SHELL OIL COMPAIY

]V-r

(Attorney-in-Fact T
ATTEST- ,/
Secretiaxy.

v~ . . .. . DATE:

Address:i’. . 1. K LUy 'j/
N ¢7fu"> (‘é

Address:
Address:

WORKING INTEREST OWNERS

STATE OF /,. 4 7. :

COUNTY OF /ffi,"’ AR
7

The foregoing instrument was acknowledged before me this 7.

day of /. / - y X96L, vy S v b , Attorney-in~
Fact of SHELL OIL CﬁﬁfANY, Ry ] corporatlon, on

behalf of said corporation.

./,1/‘ //!/‘,) (1‘
Notary ?ﬁbllc in 4nd fo;

My commission expires:

rCReT

Lix
[

1T ey v S Ay
! County, SRR

JU i)

SS 6 W € Yvi el
330 351340 MY
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FARMINGTON, N, %,
PHMONE 325.1182

PHONE 963.3971

MEIER REPORTING SERVICE, Inc.

r

DEARNLEY

ALCUQUERQUE, M. m.

PHONE 243.6691

BEFURE THE
NE'! MEY.ICO OIL CONSERVATION COMMISSION
Santa Fe, New Mexico

January 22, 1964
LXAMINGR HEARING

(Continued fyou the January
IN THE MATTER OF: 8th -xaniner Hoaring)

Application «f Standeyrd 01l Company of
fexas for a unit agreemont, Lddy County,
Now ilexico. Applicant, in the above=-
styled cause, seeks approval of the Jurnes

gan Point Unit Area comprising 7680 acres,) Case No. 2067
more or loss, of Jtate and Feo land in
Township 24 South, Ranges 24 and 25 kast,
iddy County, How lMexicoe

)
)
)
)
)
)

et # Nt s Nt Nt “ougat®

LLYIS Ae UTd, uiAMINLR,

TRANSCRIPT OF HEARING
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Suite . ‘20 Simms Building
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IR, UJ4: Case lo. 2967.

1“R. DURRETT: Application of Standard 0il Company oy
Texas for a unit agreement, iddy County, New Mexico.

IR, NEWMAN: I am D. Kirk Wewman, Houston, Texas, rep=-
resenting Standard Oil Company of ‘Texas, a division of Californis
0il Company. We have one witness.

(itness sworn.)

ALVIN 2, WIEST

callad as a witness, having been first duly sworn, testificed as
follows:

DIRECT EXAMIKATION

BY MR. NEWHAKt

Q Would you state your name and employment, please?
A ¥y name is Alvin B, West. I am a geologist employed
with the Standard 011 Company of Texas at Roswell, :Jew lMexico, and

T hold a title of Bistrict Stratigrapher.

Q Have you previously qQualified as a witness before this
Commission?

A No, I hrventt,

Q Would you give this Commission a brief history of your

educational background?
A Yes, sir. I received a Bachelor [ Science in Geology

from Kensas State University in summer 1950. I was temporarily

®
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General Court Reporting Service

Phone 243-0091
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employed by pow ULk, Incorporated, an »il well sorvice company,
until January of 1951, at which time 1 was {nducted into thoe Aty
I was rolcased from the military gorvice 1o dovaomboerT, 1653. L
enrolled in the graduate school at the university of Oklahoma 1in
January of 1954 and completed the requircment for the taster of

gclence Depgree in Geology in octover of 1955.

At this time 1 was enployed by svandard 01l Company of

&

maxas in Houston, TexXas as a subsurface geologist in the Explora=
tion erartmcnt. 1 worked there untll January of 1958 and was
ocrred to Vest rexaS. - worked as a gecloglst in West Texas
until August of 1960, at which time 1 wac transferred Lo Roswell,
New IiexicO. 1 have worked in Spoutheast Lew Mexico since that
date as & geologiste
MR, HEWHALLS Are the witness s qualifications accepted?
1R, UThs Yes, giyr, they are.
Q (By iire. Newman) tjould you stabe briefly the purpose of
this application vefore the Coumission?
A The purpose of this application is for the forming of
a twelve-section exploratory unit for the drilling of eleven ©O
twelve thousand foot well to zest the Devonian carbonate.
Q Do you have & plat showing the unit area, copies, 1
thirnk, are with tne application? would you point out and describ

the unit area?

®
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A 1 ¢o have a plat,

plat in orange.

covmship 24 3outh, Range 2l wast.

59 6) 7! 8) 9’
in Westerm pddy Countye
Q How much of this

and how much of

A Total acreage in

7,159.84 oY 93.22902% 1g gtalo acreas

15 fee acreafcC.

Q lire.
as our Exhibit 1,
ficance

A Yes, S1iT.
magp,
objective in the unit, and

cled in blacke

It includos all of bections 1,

16, 17 and 18 of

¢hat is state

viest, referring UO this plat

This plat

contoured on the top of the Devonian

The structural attitude of the

Y

and the vnit arca ia outlincd on this

12 and 13 in

1t includes all of sections b,

rownship 2k South, Range 26 sast
it arsa == whatts the total acreage
and how rmuch is fee?

this unit is 7,679 .8k acres, of this

o and 520 acres OT 6.7709%

(Whereupon, Applicant s Bxhi-
pit Ho. 1 wWas marked for
identification.)

which we will offler

would you explain to the Commission the signi-

of the various marks ghereon?

is a subsurface,structural,contour
carbonate, the primary
the well control for

this map i8 cir-

Devonian at each

well 1is noted witn the subsea datun of the Devonian at that well.

There are four wells on the right-hand side of the map on which I

have estimated LOP of

well that penetrated into

Devoniane.

This was done by taking the one

the Devonian, the other four walls

et

®
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on which I estimated a point all penetrated into the lMississipplan
‘o have a uniform section of i‘ississippian in the areca, and 1
believe a valid estimation of Devenian itop thereforc could be
arrived at.

Q Would you state to the Cormission what your green line
gravity axis indicates?

A The gravity axis shown on this plat in green is takon
from a gravity survey in the area and was transferred to this
plat and is believed significant bacause of its Northwest, South=
east orientation similar to that of the subsurface structural
contours. It is ancmalous to the normal gravity ax es we sec in
the area which parallel the Capitan Reef trend.

In addition to this we have aerial photo coverage of the
Jurnegan Point Area on which we marped a surface anticlinal
anomaly., Thig anomaly was supvorted by a plain table survey in
the field. The anomaly, like the gravity axis, we believe is
significant in that this surface anomaly does not correspond to
the Capitan Rzef trend as most surface anticlines in the area do,
but is itself oriented in a different direction.

Q what do you have shown in blue on this plat?

A The blue on the plat is the Capitan Reef trend in the
Jurnegan Point Area. The Capitan Reef trend or complex is a

surface feature. Ycu can see on the topographic contours of the

®
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Phone 243-0001

Albuguerque, New Mexice

Suite 1120 Simms Building

map 1t enters the mapn at the lower left-hand cormer and 1is
trending acrosoe the map in & noritheastorly direction across what
we Lhelieve to be the subsurface extent of the Huapache monocline,
which is a subsurface topographic feature te the west until it
reaches the area of the Jurnegan Point, and at this place it turns
almost due east for a distance of five to six miles and then
turns sharply to the north and disappears into the subsurfacc. Wl
interpret this change in direction of the Capitan Reef trend as
being caused by a very strong astructural f'eaturec causing a daposij
tion of the reef to go around it at this point,
Q lire wWest, I notice that your outline of the aerial phot&
anomaly does not include all of the unit area. Does the structurg
you anticipate to find at the lower depth include all of the unit

area’?

A Yes, sir. Ve belicve that the surface anomaly in this
area similar to most other areas is smaller than the structure
will be at depth, and we believe the entire unit outiine and the
additional acreage will be productive.

Q In other words, it is your opinion that all of the unit

area will be productive =--

A Yes, Sir.
Q -= if the structure exists?
A If the structure exists as we interpret it.

®
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coples of the letter from the Cormissioner of Public Lands
approving the form and contont of the uniu agreecment, which we will
offer as our Lxhibit Ho. 3. e have also submitted with cur ap-
plication and would like te oi'fer a repori.
(tihcreupon, aApplicantte xui-
hits los. 2, 3 & 4 were
savked for ldentification.)

8 (By r. Newnan) Give Hest, 1 will ask you, i3 the report

which we have prepared and which uwe will offer as our Ixhibit 4 &

summation, review of the testimwony you have given here?
A Yes, sir, it is.
Q J&e the report which we will offer as our Exhibit L4, and

Exhibit I, prepared by you?
A Yeg, sir, they were.

LR, HEWMAL:  We would like to offexr our Bxhibits i
through L.

MR, UTZ+ Bxhibit lo. 1 is the plat and structure nap,
the Exhibit 2 is the unit agrecment., vhat are the other Exhibits
3 and 47

"R, NBUMAN: Three is the approval by the State Land
Office and four is the report.

MR, UTZ: Without objection, Exhibits 1 through L will
be accepted in the record of this casz.

{(yhereupon, Applicant's oxhie|

bits 1 through i were ofregre
ond _admittad in_evidence.

L= & S - o
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MR, HonMalT: that is all we have at this tdma,

CROSS BAAIINATION

13y iRy UTZ 4

Q Did you give a location on the commitment well?

A No, sir, I did not.

Q o you have that?

A T believe tentatively, at Lleast, it would be in Sectiion
8, bLut an exact location 1 do not know. ‘That would be Section 8
of the Township 25 Zast.

R. NeWMAN: In addition there may be topographic

problemns out thore in addition to the geologic problems, and is
it your testimony that several locations in there would adequat.ely

and properly test the proposed structure you think will be found

there?
A Yes, sir, that is right.
Q (By Mr. Utz) I am having a little trouble finding

Section 8 on this map.
MR, NEWMAN: Itts the two middle sections of 7 and 8.
A Can you see where it says "The White Ranch™? Section 8
would be immediately south of where it says "The White Ranch",.
Q I see., How deep is your cormmitment on that well?
A 12,000 feet.,

Q To the top of the Devonian, wasntt it?

®




e,

DEARNLEY, MEIER, WILKINS and CROWNOVER

General Court Reporting Service

Suite 1120 Simms Building

Phone 243-6001

Albugquerque, New Mexico

PAGE

) €

A JooLhie Devenian, yos, Sir.
TR, U : Any guestions of the witness?  Uho uwitness
pray be excusad,
(viitness sxeused. )
MR, UTi: Arc there any statements in this case?’
iTR. DURRETT: If the ixandiner please, the Commission re-
ceived telograms from Sun 01, Gulf, Redfern and Harainon suppori-
ing the application.
MR. UTZ: Arc therc any other sistements? 7%Yhe case

will be taken under adviscment.

STATH OF M FaXiCO )
) ss
COUNTY OF BERNALILLO )

T, ADA DFEARNLEY, Court Reportar, do hereby certify that the
foregoing and attached transcript of proceedings before the New
liexico 01l Counservation Commission at Santa I'e, New Mexico, is a
true and corvecht record Lo the best of my knowladge, skill and
abllity.

IH WITHESS WHERBQF I have affixed my hand and notarial seal
this 24th day of January, 1964.

) .
e v&&a’(/ : s S S 2g
Notary Public-Court. Reporter

My commission expiress

' foregoing i3
1 do heredy sertify fthat the &
June 19' 1967' a caoxplets reaord of the proconlilags in

the Ex:o..7..02 )'nﬂv‘n, CF Lakr 7/?529

h"}. ...... ’ 4

LA e , oeninar
wninslon
Yew Coi (
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325.1182

FARNINGTON, N, o,

PHONE

SANTA FE, N, M.

PHOMNE 963-3971

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUEROUE, M, W.
PHONE 243.6691

BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
Santa Fe, New Mexico

January 22, 1964
EXAMINER HEARING

- o e e e em e @ = e - w ms W em em em em W e = W =

(Continued from the January
IN THE MATTER OF: 8th Examiner Hearing)

Application of Standard 0il Company of
Texas for a unit agreement, kddy County,
New Mexico. Applicant, in the above- )
styled cause, seeks approval of the Jurned

gan Point Unit Area comprising 7680 acres, Case No. 2967
more or less, of State and Fee land in
Township 24 South, Ranges 24 and 25 East,
Eddy County, New Mexico.

)
)
)
)
)
)

- m en e W ek EA a s e @Gn W G @ @ SN e & e e e e o

BEFORE : ELVIS A. UTZ, EXAMINER.

TRANSCRIPT OF HEARING
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MR. UTZ: Case No, 2967.

MR. DURRETT: Application of Standard 0il Company of
Texas for a unit agreement, Eddy County, New Mexico,

I{TR. NEWMAMN: T am B, Kirk Newman, Houston, Texas, rep-
resenting Standard 0il Company of Texas, a division of California
0il Company., We have one witness.

(Witness sworn.,)

ALVIN E, WEST

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

DIRECT EXAMINATION

BY MR, NEWMAN:

Q Would you state your name and employment, please?

A Iy name is Alvin E, West., I am a geologist employed
with the Standard 0il Company of Texas at Roswell, New Mexico, and
I hold a title of District Stratigrapher.

Q Have you previously qualified as a witness before this
Commission?

A No, 1 haventt,

Q Would you give this Commission a brief history of your
educational background?

A Yes, sir. 1 received a Bachelor of Science in Geology

from Kansas State University in summer 1950, I was temporarily

®
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employed by Doy , Incorporated, an oil well service company,

until January of 1951, at which time 1 was jnducted into the Armye

1 was rcleased from the military cervice 1in November, 1953, 1
= enrolled in the graduate school at the yUniversity of Cklahoma in d
©
o' f% January of 1954 and completed the requirement for the MasteT of
1 N
%5 c: science Degree€ in Geology in October of 1955.
\ =
S
Ei Ef At this time 1 was employed bY gtandard 0il Company of
Ei Texas in Houston, Texas as a subsuriace geologist in the Explora-
S . .
— 3 3 tion Departmente 1 worked theve until January Obf 1958 and was
A
& B = . .
3.% 3 transferred to West Texas. 1 worked as & geologist 1R west Texas
v A . .
EE T 9 until August of 1960, at which time 1 was transferred to Roswell,
5 =
N & T
- | & § New MexicCs 1 have worked in Southeast New Mexico since that
NI .
S = date as 2 geologlst.
2 o .
Ei S }R. NEWMAN 2 Are the witness s quallflcations accepted?
S
Sa SR GRE- .
= ;§ MR. UTZ: Yes, sir, they aree.
Ea ;5 Q (By IMre. Newman) Would you state briefly the purpose of
- o
&l this application vefore the Commission?
R
K « :
- gi A The purpose of this application is for the forming of
A =
Q N twelvewsection exploratory unit for the drilling of eleven toO
»
3
| twelve thousand foot well to test the Devonian carbonate.

Q Do you have & plat showing the unit area,

think, are with the application? Would you pol

the unit area?
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A I do have a plat, and the unit area is ocutlincd on tnis
plat in orange. It includes all of Sections 1, 12 and 13 in
Township 24 South, Range 24 East. It includes all of Sections 4,
5, 6, 7, 8, 9, 16, 17 and 18 of Township 2k South, Range 25 East
in Western Eddy County.

Q How much of this unit area ~-- what's the total acreage
and how much of that is state and how much is fee?

A Total acreage in this unit is 7,679.84 acres, of this
7,159.84 or 93,22902% is state acreage and 520 acres or 6.7709%
is fee acreage.

(Whereupon, Applicantts Exhi-
bit No. 1 was marked for
identification.)

Q Mr, West, referring to this plat which we will offer
as our Exhibit 1, would you explain to the Commission the signi-
ficance of the various marks thereon?

A Yes, sir., This plat is a subsurface, structural, contour
map, contoured on the top of the Devonian carbonate, the primary
objective in the unit, and the well control for this map is cir-
cled in black, The structural attitude of the Devonian at each
well is noted with the subsea datum of the Devonian at that well.,
There are four wells on the right-hand side of the map on which I
have estimated top of Devonian. This was done by taking the one

well that penetvated into the Devonian, the other four wells
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on which I estimated a pointi all penetrated into the Mississippian
e have a uniform section of Mississippian in the area, and I
believe a valid estimation of Devonian top therefore could te
arrived at.

Q Would vou state to the Conmission what your green line
gravity axis indicates?

A The gravity axis shown on this plat in green is taken
from a gravity survey in the area anc¢ was transferred to this
plat and is believed significant becausc of its Northwest, Southe
east orientation similar vo that of the subsurface structural
contours., It is anomalous to the normal gravity axes we see in
the area which parallel the Capitan Reef trend,

In addition to this we have aerial photo coverage of the
Jurnegan Point Area on which we mapped a surface anticlinal
anomaly., This anomaly was supported by a plain table survey in
the field., The anomaly, like the gravity axis, we believe is
significant in that this surface anomaly does not correspond to
the Capitan Reef trend as most surface anticlines in the area do,
but is itself oriented in a different direction.

] What do you have shown in blue on this plat?

A The blue on the plat is the Capitan Reef trend in the
Jurnegan Point Area. The Capitan Reef trend or complex is a

suvrface feature. You can see on the topographic¢ contours of the

&
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map it enters the map at the lower left-hand corner and is
trending across the map in a northeasterly direction across what
we believe to be the subsurface extent of the Huapache monocline,
which is a subsurface topographic feature to the west until it
reaches the area of the Jurnegan Point, and at this place it turns
almost due east for a distance of five to six miles and then

turns sharply to the north and disappears into the subsurface. We
interpret this change in direction of the Capitan Reef trend as
being caused by a very strong structural feature causing a deposi-
tion of the reef to go around it at this péint.

Q Mr. West, I notice that your outline of the aerial photo
anomaly does not include all of the unit area. Does the structure
you anticipate to find at the lower depth include all of the unit
area?

A Yes, sir. We believe that the surface anomaly in this
area similar to most other areas is smaller than the structure
will be at depth, and we believe the entire unit outline and the
additional acreage will be productive.

Q In other words, it is vour opinion thai all of the unit

area will be productive. --

A Yes, sir.
Q -- if the structure exists?
A If the structure exists as we interpret it,

®
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Q Will the correlative rights of any parties owning inter-
est, either working interest or royalty, in the unit area he
affected in the granting of the formation of any unit?

A No, they will not, in that it is a fully participating
unit in which all royalty ovmers and working owners participate
in the production.

Q Is there any possibility that waste could result in any
way from the granting of this application?

A No, I do not believe sc.

MR. NEWMAN: Ve have submitted with the application
copies of the proposed unit agreement. We now have approval of
the form and content of this proposed agreement. However, it has
been modified slightly from the copies which have been submitted
with our application. I have additicnal copiecs of this which I
would like to substitute for the ones that were filed, about three
or four words were changed.

MR, U1Z2: Do you want these back?

MR, NEWMAN: It would probably simplify things if I
took these back.

MR. UTZ: Do you want this revised unit agreement marked
Exhibit No. 27

MR. NEWMAN: Yes, We will have that as our Exhibit No.

2. We would like also to offer for your files and the record here

®©
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A Yes, i it 1Se.
$ Q Was the report which W€ will offer as ouf Exhibit ly, and
3
T
3 gxhibit l,prepared by you?
3
= A Yes, SiT, ghey wWeree
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We would 1ike tO offer our Exhibits 1
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MR NSWAT S That 18 all we have at this time.

CROSS EXAMINATlON

= Q Did you give 4 location on the commi tment well?

N

s A No, sir, 1 d note

R

c: Q Do you have that?

g

é% A 1 believe tentatively, at least, 3¢ would be in gection

g, but an exact 1ocation 1 do not knowe That would be Section 8

S

'% of the Township 25 Easte

:% MR, NEWMANS In addition there may be toPographic

ié problems out there ijn addition to the geologic problems, and 1is

% it your L estimony that several locations in there would adeqpately
Eé and properly test the proposed sgtructure you think will pe found

there?
o)
;E A Yes, SiT, that 1s rignt.
& Q  (By Hr. ytz) I am having 2 1ittle trouble £Ainding
w
§ gection 8 on this mape
i
S ¥R. NEWMAN: 1t ts the two middle sections of 7 and 8.
N
Ty
S A can you see where i1t says "The White Ranch™? gection 8
‘3
195}

would be immediately south of where it says wThe White Ranch™.

Q 1 see. How deep is your commitment oI that well?

A 12,000 feet.

Q To the UOP of the Devonian, wasntt it?
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A To the Devonian, yes, sir.

MR, UTZ: Any questions of the witness? The witness

may bte excused.
(Witness excused.)

MR. UTZ: Are there any statements in this case?

MR. DURRETT: If the Exwniner please, the Commission re-
ceived telegrams from Sun 0il, Gulf, Redfern and Marathon support-
ing the application.

ME. UiZ: Are there any otihler statements? The case

will be taken under advisecment.

STATE OF NEW MEXICO )
) ss
COUNTY OF BERNALILLO )

I, ADA DEARNLEY, Court Reporter, dc hereby certify that the
foregoing and attached transcript of proceedings before the New
Mexico 0il Conservation Commission at Santa Fe, New lexico, is a
true and correct record to the best of my knowledge, skill and
ability.

IN WITNESS WHEREQOF I have affixed my hand and notarial seal
this 24th day of January, 1964.

) )
| Qzééa/ O() P TP G

Notary Public-Court Repgrter

My commission expires:

QRObR gertify +hat The xoregojng ts

June 19, 1967- ic mglete rrv-ﬁ“d of &7a precin L0 G
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SpanoarD 0. CoMpany oF TExas;

A DIVISION OF CALIFTORNIA CIL CONTFANY

. 0. Box 1827
Roswell, New Mexico

Jonusry 15, 1964

GBOLOGIC’ L RRPORT
JURKEG K POINT AREA
244y County, Bew Mexico

The Jurmagan Point Unit {s proposed to provide for ev:lu:tion
of = los:l «mom:ly =lomg : unorthwest southecst tremiing structur:l ridge.
The Jursegru Point ridge ~ppe re to parallel the Hu:pnche Momoclize, «
rrouinent surf:ee structure loerted 12 miles to the west. The two fe:-
tures nre belisved to %o gmeticelly relsted, doth resulting from Wolf-
Gompen Yostonism, Stwnstuenl awidencsz for the Jurnegen Point trend :re
regionnl subsurf-=ce somtours of the Siluro-dDevoni:n strr-t: »nd the pre-
vailing grovity axis in the immedi:te nre:.

Interpret tion of seri~l photographs revesls n =nticilin-l
~nomly leczlly coineident with the ecrest of the Siluro-Devonisn sub-
swrfece fertwre. Although msny surfece folds are evilient in the geverel
sren, wost e dwe to drspe over Guadalupi:zn reefs. The Jurusg-u Point
swrfren amticline is Yelisved to be = vulid inferwnce of deep structure
bec:use it tremds in a direction differing from thst of the Capitan Reef
complex. It is sugpestive of » Duttress around vhich these late Permisn
2gn resfls grev, foruing ~ prouipnencs vhich sxtended into the Lelswors
Boain,

The proposed umit outline is designed to encomp:ss the surf:ce
Teasture, tc locnte within the postul~ted subsurface ancm:ly, snd to in-
corporate the axis of the local grovity msaximum.

The priwmery stratigrzphie objective in the srec is the porous,
fractured S{luro-Devonian carbencte section, with :dditionel zones of
interest provifed by Peunsylvsnisz snd lover Peraism rocks. Sufficient
well eomtrol existe to {ndicate that ~ 12,000 foot test will ~dquately
svzlunte the prim:ry oblectiwve,

/l/ 4 /) -~ .\.’/
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SraNDARD; 01, ToMeany. e TEXAS)

A DIVISION OF CALIFORNIA OIL COMPANY

P, 0. Box 1837
Roswell, Niew dMexice

Jonunry 15, 1964

GEOLOGICAL REPORT
JURNEG:N POINT ARKA
Eddy County, New Mexico

The Jurnegan Point Unit is proposed to provide for evzlnation
of 2 loeal anomily along a northwest-southeast trending structural ridge.
The Jurnegan Point ridge aprears to parallel the Huapache Monocline, a
prominent surface structure located 12 miles to the west. The two fea-
tures are belleved to be genetically related, both resulting from Wolf-
campian tectonism. Structural evidences for the Jurnegan Point trend are
regional subsurface contours of the Silurc-Devenian strata and the pre-
vailing gravity axis in the iumediate area.

Interpretation of aerial photographs reveals an anticlilinal
anomaly locally coincident with the crest of the Siluro-Devonian sub-
surface feature. Although many surface folds are evident in the general
area, most are due to drape over Guadalupian reefs. The Jurnegan Point
surface anticline is believed to be a valid inference of deep structure
vecause it trends in a direction differing from that of the Capitan Reef
complex. It is suggestive of a bubtress around which these late Permian
age reefs grevw, forming a prominence which extended into the Delaware
Basin.

The proposed unit outline is designed to encompass the surface
feature, to locate within the postulated subsurface anomaly, and to in-
corporate the axis of the local gravity maximum.

The primary stratigraphic objective in the area is the porous,
fractured Siluro-Devonian carbonate section, with additional zones of
interest provided by Pennsylvanian and lower Permian rocks. Sufficient
well control exists to indicate that a 12,000 foot test will adguately
evaluate the primary objective.
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E. S. JOHNNY WALKER
COMMISSIONER

P. O, BOX 791
SANTA FE, NEW MEXICO

(:onuntdonzrﬁflhbhcIqanAs

January 21, 1964

Standard 0il Company
Roswell, New Mexico

RE: Proposed Jurnegan Point Unit
Eddy County, New Mexico

Attention: Mr. W. G. Smith
Gentlemen:

This office approves as to form and content the
Jurnegan Point Unit Agreement, Eddy County, New Mexico.

Very truly yours,

E. S. JOHNNY WALKER
COMMISSIONEQ OF PUBLIC LANDS

-4
\(\l) (S P Zf\f}. (""—/‘ p—

BY:
{(Mrs.) Marian M. Rhea, Supcrvisor
. Unit Division
ESW/mmr/v : .
cc: Oil Conservation Commission
Santa Fe, New Mexico




E. S. JUHNNY WALKER

COMMISSIONER

Stabz o{ New Mexico

' e f“, “__‘_._"L;_j_—"\ - \.‘.k . \3
R R R oot 3103
"‘-;::1‘.“’ i ';_"_,;T.—..‘—T-:i’ﬁ gar it .'(
— ———

Commlss(onerq[ Puuic I_.ancls

P. O, BOX 79t
SANTA FE, NEW MZXICO

January 21, 1964

Standard 0Oil Company
Roswell, New Mexico

RE: Proposed Jurnegan Point Unit
Eddy County, New Mexico

Attention: Mr. W. G. Smith
Gentlemen:

This office approves as to form and content the
Jurnegan Point Unit Agreement, Eddy County, New Mexico.

Very truly yocurs,

E. S, JOHNNY WALKER
COMMISSIONER OF PUBLIC LANDS
....‘\\(\ i)\)\.:«\rw ﬁ"r\"j N (:v— fs N
BY:
(Mrs.) Marian M. Rhea, Supervisor
Unit Division
ESW/mmr/v
cc: ©Oil Conservation Commission
Santa Fe, New Mexico

it
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Spanparn O CoMEany oF TExAs

A DIVISION OF CALIFORNIA O1L COMPANY

SO s January 3, 1964
P. 0. 1837
Roswell, New Mexico

e
\ g
'ﬁ,///((iyz( Case No. 2967
oS OCC Docket 1-64
/

i K
Purposed Jurnigan
N~ Point Unit
ya Eddy County, New Mexico
/
v

0il Conse;Vgtion Cominission
State Land Office Building
Sante Fe, New Mexico
Geutlemen:

The captioned case is scheduled for EXAMINER'S Hearing on Wednesday,
January 8, 196L. Please be advised in the preparation for our hearing,
we have met with several deterrent factors which wili prevent us
from presenting our case.
In accordance with the above, we respectfully request that you grant
a continuance of the subject case and we would appreciate your
placing it on your next published docket,
Thank you kindly for your past courtesies and continued cooperation.
Yours very tryly,
d) ~_ 7 -
We G gmith
District Landman
WGS:bg

¢¢c - Mr. H. H. Kuester
Mr. H. C. Johnson

LOCKeT Medike
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UNIT AGREEMENT
TOR TIE DEVELOPMENT AND OPERATION
OF THE
JURREGAN POINT UNIT ARUA
EDDY COUNTY, NEW MEXICO

NO.

THIS AGREEMENT, entered into as of the 20th day of January, 1664,
by snd betireen the periies subscribing, retifying or consenting hereto, and

kerein scretimes referved o as the "perties hereto,”

WITHNESSETH:

S tes Gns wse e aw

HHEREAS, the parties hereto are the owners of workiug, royalty or
cthor ¢il and gos intercsts in the unit srea subject to this sgrecment; and

WHEREAS, the Comndssioner of Public Lends of the State of New
Mexico ie anthorized by an Act of the Legislature {Chep. 7, Art. 11, Sec.
39, N.H, Statutes 1953 £nnot.), to consent to and eprrove the development
ard operetion of State lands under agreements made by lessees of State land
jointly or severally with other lessees where cuch ogreements provide for
the vnit operation or developrrnt of part of or all of any oil or gas pool,
ileld, or sreg; and

WREREAS, the Commissloner of Fublic Lends of the State of New
¥exico iz avihorized by an Act of the Legisiature {Chep. T, Art. 11, Sec.
bl ¥, Statubeu 1953 Annctated) to amend with the spyroval of lessee, evi-
denced by the leasee’s execuiion of such egreament or cotherwise, eny oil
arnd godg lensze apovacing State lends so that the length of the term of said
lease ray colaclde with the term of such agreemenits fcr the unit operetion
end develomrent of part or all of any oil or ges ppol, field or area; and

W}IEREﬁs; the 01 Conservation Comuigsion of the State of New Mexico
{hereinafter referre;l %o as the "Commission')is autnorized by an Act of the
Legislatura {Chap. 65, Art. 2, Sec. 14 .M. Statutes 1953 Annotated) to
approve this agresment ond tha ccongervetion provisions hereof; and

’»\’HEE‘EAS, the rartiec hereto hold sufficient interests in the Jurne-
gan Yoint Unit Arza covering the leand hereilinafter dascribzd to give reesonably

effective controil of operaticns therein; and



WIDIRELS, it is the purpose of the parties hereto to conserve patural
resourceg, prevent waste and secure other benefits obisinable through develop-
ment ond operation of the erea subject to this agrecment under the terms,
conditions end limitations herein set forth;

NO¥, THIKSKFOKE, in consideration of the premises and ‘the promises
kersin contnined, the parties hereto commit to this egreement their respective
iriarsste in the balow defined undt ares, and agree soverally awong them-
gelves np Tollous:

1. UHIT ARBA: The following described land is hercby desigueted
epd recoponized es covstituling the unit area:

P-24-3, R-2h-E NMPM

A1l of Eections 1, 12 end 13

T-24-3, R-25-E NMPM

A)l of Sections 4, 5, 6, 7, 8, 9, 16,
17 and 13,
eonprising 7,679.84% acres, mors or less.

Beibit 4 otisched hereto is a map showling the unit area end the
toundoricor ard identity of tracts and lesses in paid crea vo the extent known
to tha wnlit cnevator.

Hxnibit B atizched hereto is a schedule shoving, to the extent
Ynown ¢ the unld opzrator, the acreage; percentage and kind of ownership

of oill =nd gos rights in £11 lands in the unit ares. However, nothing herein
or in seld scheduie or mep shall de consfrued as s representation by any party
her=to A& to the ownership of ery interest other than such interest or inter-
ests &s are ghown on sald map or schedule as owned by such party. Exhibits

A and B8 shall be revised by the unit operater whenever changes in the unit
area rcander such revisions necessary or vhen requested by the Ccmnissioner

of Public lands oi the State of New Mexice, hereinafter referred to as
"Commniszioner'.

A1l lsnds cormudtted to this cgreement shall constitute land referred
%o herzin as “ucitized iand" or Yland subject to this agreement'.

2. U/ATIZED SUBSTAKCES: All oll, gas, rpatiral gacolipe, and

essociated fiuvld hydroccurtons in any and all fomations of tke unitized

lands are unitized under the terms of this agreement iand hereln are calied




"unitized substances".

3. UNIT OPERATOR: California Oil Company (Stendaid Oil Company of
Pexas Division) with ufifices at Houston, Texas is hereby designated as unit
operstor and by signzture hereto commits to this agresment all interest in
unitized sutpiances vested in it as set forth in Bxhivit B, end agrees nud
consents to accoept the cdutiez and obligotions of unit operetor for the dis-
covery, developmeabt and production of unitized substaaces as herein provided.
Woenuver refcrence is made herein to the unlt operator, such reference means
The unit operator acting In that capacity and not as an owner of interests
in upitized subctances, snd the temm "working interest owner” when used
herain shsll inciude or refer to unit operator as the owner of & working
interest when such an interest is cwned by it.

L. RESIGUATION OR REMOVAL OF UNIT OPERATOR: Unit operator shall

have the cight 1o resign at sny time but such resignation shall not become
affective until o successor unit operstor has beea sslected and spproved in the
nenner provided for ir Section 5 of this agreement. Tha resigration of the
unit operator ghall not relesse the unit operator from any liability or any
defz2ult vy it harevnder cccurring prior to the effective date of its resig-
aation.

Unlt cperator ray, upon default or failure in the performance of
its duties cr obligxtions hersurder, ta subject to removsel by the same per-~
centage vote of the ovrers of working interests determined in like manner
as perein provided for the selection of a new unit operator. Such removal
shall be effective vpon anobice thereof to the Coammigsiorer.

The resigpetion or removel of the unit operator urder this agree-
ment shall pot terminate his right, titie or interest as the owner of 8
working interect or olher interest in unitized substances, but upon the
resignztion or removal of unit operator beconing effective, such unit
operator shalli delive: possession of all equiprment, materiels and appur-
tenances used in conducting the wnit operations snd owned by the working
interest owners to the new duly guslified successor unit operator, or to
the owrners therecf if no such new uvnit operator is elected, to be used
for the purpose of conducting unit operations hereunder. Nothing herein

shall be construed as authori:ing remcval of any material, equipment and




appurlenances peeded for the presermtion of any welils.

5. SUCCESSOR UNIT QPERATOR: whenever the wnit operetor shall

reaign o6 unlt operator or eshall be removed as hereinsbove provided, the
cwners of the vorking Interests according to their respective acreage
irterzuts in 311 wiiticed land shell by a msjority voie selcet a successor
vnit operetor; provided that, if a majority but less thar geventy--five
percant (75%) of the working interests qualified to vote 1s ownad by one
perty to thils agreement, s concurring vote of sufficient additionsl partics,
#c @5 to constitute in the aggregate not less than seventy-five percent (75%)
ol the total working interests, shall be required to celect & new operator.
Such selection sasll not become effective until (&) a unit operator so
selected ghall aceept in writing the duties and responasitilities of unit
orevater, and (b) th2 selection shall heve been epproved by. the Commissioner.
I no succasgny enit operator is eelectad and quwslified =s hereln provided,
the Conndgsioner al it clection way daclarce this unii agrzeunent terminated.
6. ACCOUERING FROVISICNS: The unit operator ehall pay in the
iest dnrtancs 211 cogtay and exgauses incucred in conducting unit opexrations
hevevunder, and eneh: custs and expenses and the working interest benefits
ceeruirg hercundey chiall be apportioned among the cwners of the uvnltized
vorking interssts fn accordance with en operating agreement sntered into
by snd between the wnit operator and tha owoners of such interests, whether
ope or pore, separately or collectively. Any agreement or agresments
entared intc petween the working interest ownexs and the unit operator
gga provided in this section, whether one or more, are aercin referred to as
the "Operating Agreeamt”. ¥o such egresment 8ha2)2 boe deamed elther to
rcdl Ty sny of tha tern3 and corditicns of this unit agreement or to relieve
the wil operator of aay right or obligaticn cetablished under this wnib
sgreement and in cage of any inconsigtencies or conflict between this unit
sgreement, aod the operating agreement, this unit agreement shall prevail.

T IGRIS AND OBLIGATIONS OF UNIT OPERATOR: Except as otherwicse

epecifically provided aerein, the exclusive right, privilege andi duiy of
exercising any and all righta of tha porties heretc which are necessaxy or
corvenient for prospecting for, producing, storing, atlocating and distrib-

uting the unitized substances are hereby deliepgated to and shall be exercised

-l o~




by the unii operator as herein provided. Acceptuble avidence of title to
sald rights siuall be deposited with sald unit operator and, together with
thie agrecment, shall) constitute and define the rights, privileges and
obligations of unit operator. Nothing herein, howaver, shall be construed
to tranafer title to any lend or to any lesse or oprrating agreement, it
ozing vnierctood that under this agreement the unit operator, Ja its ca-
pecity a3 unit operator, shall exercise the righis of possessicn and use
vosted in the parties hereto only for the purposes herein specified.

5.  DRILVING TO DISCOYERY: The unit cperator shall, within sixty

(60) days efier the effsctive date of Uhis agrf:azent, but in axy event no
later thau February 16, 1964, commence 5{0@:‘&/&4/339(/ upon an adequate tesh well
for oi). and ges upon somz psrt of the lands embraced within the umit area

end sh2l1l drill said well with due diligence to a depth sufficient to test
the Nevendan formetion or to that shallower depth at which it sghell, in the
opipion of working intecest cwners voting in aceordance with the provisions
of the unit operatling agrecment, bs deternined that the further drilling of
5616 well shall Lo wawarmated or lmpracticable; provided, howsver, thet

il onerateor shall not, 1o sny event, be required to drill sald well to a
Qapth in excess of 12,000 feet; provided, further, hcowever, that if oil or
35 is encountared in paying cuantities vefore rcaching the levonian forma-
tion, vnlt operator ey cosplete the vwell at such derth, in which event,

wuit operator ghell commence operations on a rew well within ninety (90)

days after such completicn and shall diligently prosecute driliing operations
thereon until the Davonian formation is tested or until it zhall be determined,
ia the opinion of working interest owners voting in eccordance with the pro-
visiops oi the unit operating agreement, that the furtkher drilling of ssid
well shall be unwarranted or impracticable but uvnit operator shall in no
eveni be requirad to drill said rew well to a depth in excess of 12,000 feet.
Until a discovery of a deposit of unitized substerces (at whatever depth)
cepable of being produced in paying quantities (to-wit: quantities sufficient
to rapay the cosis of drilling and producing operations with a reasonsble
profit) unit operator with the epproval of working nterest owmers voting in
scecordance with the provisions of the unit opersting agreement, shall con~

tinue drilling diligently, one well at a time, 2ilowing not core than six (6)




months between the completion of one well and the beginning of the next well,
until & well capable of producing unitized substunces in paying quantities
is completed or until it iz reascnabhly proven to the satisfaction of the
unit operstor that the unltized land is inecapable of producing unitized sub~
stancers in paying gquantities.

Any well ccammenced prior to the effective date of this agrecment
vpon the unit arza and being drilled to the depth provided herein for the
drilling of an initial test woll shall be conspidexred us complylng with the
Arilling reoulrements hereof with respect to the initial well. The Com-
nissioner may modify the drilling requiraments of this sectiorn by granting
reagonenie extensions of time whea in his opinion such action is warranted
rut no such exterslon ghell Le requested by unit operntor with respect to
e £lret well for 8 perlcd beyond February 16, 1964 unless such request is
gygrzed to by wil working intereat owners. Upon rallurce to comply with the
drilling provisions of thls article the Cormiesioner may, after reasonable
notice to the wnit operator and euch working interest owner, lessee and
lesscy 2% chelr 1ast known addresses, declare this unit agreszent terminated,
and all rignte, privileges and obligatione granted and assumed by this unit

agreenent shell cease and terminate as of such date.

3. UBLIGATIONS OF UNIT QFERATOR AFTER DISCOVERY OF UNITIZED

SUBSTALICHES: Should unitized substances in peylng quantities be discovered
upon the upit arcz the unit operator ehall on or berfore six (6) monthe from
the ting of the comypletion of the inltiel discovery well and within thirty
(30) dayas afier tha expiration of each twelve-month period thercafter file
report with the Commigsioner and the Commission of the status of the

devalopaernt of the unit area and the devalopmient contzwplated for the fol-
Jowirg twelve-ronth period.

it is understood thet one of the main considerations for the
approval of this agreement by the Commissioner of Public lands is to secure
the orderly development of the unitized lands in accordamnce with good con-
s2rvation practices so gs o obtain the greatest ultimate recovery of
unitized substances.

After discovery of uniti:zed substances in paying quantities, unit

operstor shall mroceed witn diligence to reasonably develop the witized



area as a reasonably prudent operator would develop such area under the enme
or similar circumstances.

If the unit operator should fail to comply wvita the sbove covenant
for reasonable development, this agreement may be teminated by the Cam-
misslicaer as tc all lands or the State of New Mexico embrocing undeveloped
regular well spacing or proration units but in zuch event the basls of par-
ticipation by the working interest owners shall remain the same as if this
sgreement. had not been terminated as to such lands; provided, however, the
Commiseionexr shall give notice to the unit operator and the lessees of
record in the mauner prescrided by Sec. T-11-il, N.M. Statutes 1953 Anno-
tated, of intention to cancel on account of any slleged breach of said
covenant Ior reasopadle development and &ny decision entered thercunder
shall be subject to appeal in the manner prescribed by Sec. T-1l1l-17, N.M.
Statutes 1953 Annotated and, provided further, in any event the unit
operator shall be given a reasonable opportunity after a rinal determina-
tion within vwhich to remedy any default, failipg in which this agreement
ghall be terminated as to all lands of the State of New Mexico embiacing
undeveloped regular well spacing or proration units.

10. PARTICIFATION ARTER DISCOVERY: Upon completion of a well

capable of producing unltized substances in paying quantities, the owners
of working interests shall participate in the production therefrom and in
ell other producing wells which may be drilled pursuant hereto in the
propeyiions that their respective leasehold intexwests covered hereby on
an acreage »asis bears to the total number of acres committed to this
vnit agreement, and such unitized substances shall be deemed to have been
produced from the respective ieasehold interests participating theyein.
For the purpose of determining any benefits accruing under this agreement
and the distribution of the royaltlies payable to the State oi New Mexico
and other lessors, each separate lease shall hava allocated to it such
percentage of sald production as the number of acres in each lease
respectively committed to this agreement bears to the totel number of
acreg comxitted hercto.

Notvithstanding any provisions coatained herein to the contrary,

each working interest ownevr shall have the rignht to take such ouner's




proporticnate share of the unitized substaiices in kind or to personally
cell or dispuse or the same, and ncothing herein contained shell be construed
a5 glving or granting to the unit operator the right to sell or otherwilse
dispoue of the proportionate share of any working interest owner witnout
apecific authori:ation {yom time to time so to do.

11.  ALINCATIOR OF PROLUCTION: All unitized substances produced

{rom eack tract in the uniticed area established under this syreement,
except any part therecof used for production orxr developzent purpcses here-
under, or unavoldably lost, shall be deemed to be produced equally on an
screaege basls from the several tracta of the unitized land, and for the
purpose of determining eany bvenefits that wcerue on an acreage basis, each
such tract shall have allocated to it such percentage of said production
as its area bzars to the entire unitized area. Iy 1s hereby agreed that
producticn ¢f unitizcd substances fram the uniti:ed area shall be alloceted
ag prrovided horvein, regardless of vhether any wells are drilled on any
particulsar trect of ssid unitized area.

12, PAVIUNT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES: All

rentals due the State of Hew Mexico shall be paid by the respective lease
ovners in accorcunte with the terms of their leases.

All royalties due the State of New Mexico under the terms of the
ieases cormitted to this agreement shall be computed and paid on the basis
of all unitized sgubstances allocated to the respective leases committed
hereto; provided, however, the State shall be entitled to take in kind its
share of the unitized subetances allocated to the respesctive leases, and
in such case the unit operator shall make deliveries of such royalty oil
in accordance with the terus of the respective leases.

All rentals, if any, due under any leases embracing lands other
than the State of lew Maxico, shall be paid by the respective lease owners
in sccordance with the terms of their leases and gll royalties due ungder
the terric of any such leases shall be paid on the basis of all unitized
substances ailocated to the respective leases committed hereto.

If the unit operator intrcduces gas obtained from gources other
than the unitised substances into any producing fommation for the purpose

of repressuring, stimulating or increasing W= uliimaite recovery of




unitized substances therefrom, a like amount of gus, if avallable, with
due allowance for loss or depletion from any cause may be withdrawn from
the forrraticn intc which the gas wes introduced royalty iree as to dry
gus bul not as to the products extracted therefrom; provided, that such
withdrawal shall be at such time as may be provided in a plan of operation
consonted to by the Commissioner and approved by the Commissiop as con-
forming to geod petroleum englneering practice; and provided turther,

that such right of withdrawal shall termminate on the termination of this
unit agraement.

If any lease committed hereto is burdened with an overriding
royalty, paywent out cf production or other charge in addition to the
usval royalyy. the owner of each such lease shall bear and assume the
game ouy of the uuitized substances allocated to the lands embraced in
cach sach l=ase a5 provided herein.

13. LEASES AND CORTRACTS CONFORMED AND EXTENDED INSOFAR AS

TEEY APPLY 10 LANDS WITHIN THE UNITIZED AREA: The terms, conditions and

provisions of all leases, subleases, operating agreements and other con-
trecis relatipg to the exploration, drilling, development or operation
for o1l or gas of the lands committed to this sgreement, shall as of the
effective date hersof, be and the same sre hereby expressly modified and
amended insofar as they apply to lands within the unitized sarea to the
extent necessary to make the same conform to the provisions heresof and

30 that the respective terms of said leases and agreements will be extended
insoler as nscegsery o coincide with the term of this agreement and the
sprroval of this agreement by the Commissiocner and the resgpective lessors
and leseees shall be effective to conform the provisiopns and extend the
term oF eackh such leaege as 10 lands within the unitized area to the pro-
visions and term of this agreement; but otherwise to remain in full force
and effect. Escn lease camitted to this agreement, insofar as it
applies to lands within the unitized area, shall contlnue in force beyond
the term provided therein so long as this agreement remains in efrfect pro-
vided drilling operations upon the initial test well provided for herein
shall heve been commenced or said well 1s in the process of belng drilled

by the unit operator prior to the expiration of the shortest tarm lease



committed to this agreement. Termination of thise agreement shall not affect
eny lcase which pursusnt to the tcmms thereof or any spplicable laws would
continue in Lull force and effect thereefter. The commencement, completicn,
continuwd opz2ration or production of a well or wells for unitized subntsances
on the uvnit 2res shall be construed and ceongldered as the commencerent,
ccmpletion, continued operation or production on each of the leasehold
interests cosmitted to this agreement and operations or production pursuant
10 this agrezment shall be deemed to be operations upon and production from
each leasehold interest cammitted hereto and there shall be no obligation
on the part cof the unit operator or any of the owners of the respective
leasehold interests committed hereto to drill offasets to wells as between
the lessehold ipterests cormitted to this agreement, except as may be pro~
vidad in Ssction @ horeof.

Any leasc eubrzcing lends of the State of Rew Mexico having only
a portion of its lands camnitted hereto shall be segregated as to the
poxrtion committed and as to the portiorn not comitted and the terms of
such leases sghall apply saparately as to such segregated portions com-
rmencing as ci' the effactive date hereof. Notwlthstanding any of the
provislions ¢ff thia agreement to the contrary, any lease embracing lands
of the State of Hew Mexico having only a portion of its lands committed
herato saall continue in full force and effect beyond the term provided
therein s to rll lands embraced in such lease, if oll and gas, or either
of them, are discovered and are capable of being produced in paying quanti-
ties from some part of the lands embraced in such lease cammitted to this
ugreemont at the expiration of the secondary term of such lease; or if,
at the expirstior of the secondary term, the legsee cr the unit operator
is thex engeged in bona fide drilling or reworking orerations on some
part of the lands embraced therein shall remain in full force and effect
80 lonz as sch operations are beilng diligently prosecuted, and if they
result in the production of oil or gas, said 1e§.se shall continue in
full force end effect as to all of the lands embraced therein, sc long
thereafter a3 01l and gas, or either of them are being produced in paying

quantities from any portion of suid lands.

- 10 -




b, CONSKRVATION: COperstions hereunder and production of waltlced

suboitancer ehall be condueted to provide for the most cconomical and afficient
recovary of sajd substsnces without wesste, as delined by or puvsuant o Biate
Jaua ox wegvlationns.

.

In the eveat t well or wellg preducing oll or gee
In poacingg ouantitias shonld b2 brought In on Lnitl edjaceut to the uniit aroew
dimvincing urdlsized substonces Yron the lands erfomacaed therein, undt opesratox

shadl drs

e
N
1
¥

such offaet well ov welle e n raszoisbly pradent cperator
voude Jeiil endox the stie or simpdlar circumataunces.

N
Jo e

COVERARTS HON WITH LAND:  The covanants herels shall be con-

grraed Lo Lo covarmnts rumiing with the losnd wita respact te the interests
of the partics herveto and thelxy successcrs in dnlerest until this sgreement

terinates, und aay grant, transfer or conveyancs of interest in lend or

zas sabjeet hereto shall be ond herveby Is coniitioned vpen the assuxmpiion
o 22X prdvilogus and obligziions hersucdoy by the gyanhse, treusferse ox
othsy 2uzaesaor in Intexrsst. o assigiment ox transier ol any working,
roy»ity o cohor Inboersst subject hereho shall be binding weon unldt opera-
tor veiil tne Pivet day of ihe celendar wonth after ths unit operator is

el vl thr ovigiusl, photosistic or cextifizd copy of the recordeld

17. ITFFRCIIVE DATE AND TEPM: This egresmsnt chall become

¢ffentive wpon approvel. by the Uommissioner and shall teminste in two
yzars ofter such date unless (a) such date of expiration is exterded by
the Coumissicner, or (b) a valusble discovery of uvniltized suhsiances

pasz keen madz on unitlzed land Juring sald initisl term or any extension
taercot® in wiich cage this agreament shall remairn in effeet s0 long &s
unitized substances can e produced Lrom the unitized laund in paylng
quentities, ahd, snould production cessae, sc lorg thercerter as diligent
cpexaticops ¢re in progress for the restorwtion i nreduction ox discovery
of pou rrxoducilion and 8o lonr ther2after az the urnltlized substances 80
discovored can Boe produced &s aforaseld. This fgreanent may be terni-
patced ot 2oy Tine by not less then sevanty-Tive percent {75%) oa an
acreass basls ol the ourers of the worxiog interests sirnaiory nereto

with ihe approval cf the Couuiissicaer. Likewlsee, the foilure w ccamply




with the drilling requircoments of Section 8 hereof may subject this
agreement 1o tenrination as provided in saild section.

a8, FATE OF PROIUCTION: All production and the disposel thereof

shall be in conformmity with allocations; allotments and quotns made or
Tixed by the Cowrission and in conformity with all applicable laws and
Quwiyd reglations.

Unitv opecator shall, sfter notice to other

ravrties atfPected, heve the rigat to sppear for and on behalr cof apy end
) dntorents ofdoctad hereby before the Cermissioner of Public Lands and
the Few Moxico 941 Concervotion Commiasilon, and to aprpeal from orders
foeved wandor cha yepulatlons of the Conmiesioner or Commissicn or to apply
Toy relied fom any of soid resuintions or in any preceedings on its own
nepalf redatlive o operations pending vefeore the Commissicner or Com-
migsion; providsd. hovoever, thet any other Ilntercsted party shall elso
have the right ot bla own oxpensz2 to appeaxy and to participate in any
guch proceading.

20, DBUCXCES: ALl notices, demends ox statements required
haresnder Lo e ivan or rendered to the porties hereto shall be deemed
£o3xy given, i piver in griting and sent by postpaicd reglstered mmil,
addresped Lo 3uch payly or parties at thelr respactive addresses get
Porth is coounzchlon with the sigoatures hereto or to the retification
ov consent hereof o to such other sddress es any such perbty ray have
fornished iv writing to the party sending the notice, depnpd or state-
mant.

21. UIAVOIDARLE DELAY: A1) obligaticns under this agreement

requiring the unit operator o commence or continue drilling or Lo operate
on or produce uniiized subetances Trom eny of the lands covered by this
agreenant 2pa1) e suspendsd while, but oniy so long as, the unilv opera-
tor Gespltie the oxercige of due care ard diligence, ig prevented Tron
complying with suzh otligations, in whole o in part, by strikes, war,
scte of (God, redergl, State or municipsl lavw or sgenciles, unavoldable

acoidoests, urcortrelinsple delays in twsosportation, ‘nabllity to obtaein

rececnan:y aederin o an openanaecdet, or ostner patiers boyoend the reasongble
corrorold ol tho vt o-eator whather sinilic Lo paliers herein enwserated
— I’H -




or not.

220 OIS oF STTLE:  In the cveny tdtle to any tract of wnitized
lana ox runstankia) interest therein ohall fail and the true owner cannot
ba Induvced o JJoir the qmit agrecment so that guch tract is not committed
Lo this sgreenent or the overntion thoersof hereunder becames impracticable

68 & resuvli fhoereo!, such tract may be ellninated trom the unitized ares,

<

& the ivtzraet of Yhe partlies readjusted as o resuvli, of such tract being
climinate’ fram the unitizaed area. In the event of n dispute s tw the
title to oy royolty, vorkivg or other intorost gubjeel hiereto, the unit

cpurnior o)y Filkold paymeat or dalivery of the allocated poriion of the

et davadleed on secount thexceol without lisbilivy for
Toprest conpdl A dluoste is finally setiled, provided thoat no paymeots

of Jurds dus the Stede off Rep Mexico shell be withheld., Unit operutor

v any vesponsibility Yor sny defect or fallure of

v

oll or gas interest in lands within

Y,

the w:ic ares net compitied hereto prior to the suvbamiesion of this agreement

o

for iiuval

the Cormiission or Comadssioner» may be commnitted

o

hezato Ly the ounsr oy ounerst of such righte subserdbilng or consenting o
ihis agricmset or ocxaouting & raitification thereof, und it suchi owner is
also a worhing interast owner, by subsceribirg to the operating agreement

eycoviding for the alineation of cosgte of exploration, development and opz2ra-

- pnnll be effective ap of e first dey of the

the Commdssicner emé—shm—fiomriosior cf duly
executad covrierparis of the instrument or Instruments conmitting the
jpterest of such owrsr Lo this agreement, btut such joining party or parties

belore participsting in sny benefits herevnder shall be required to assune

+3

their preporticrete share of the unit expense in-
curred ricr to guch narty’s ox parties' joinder in the unit agreement,
arc the vuit operstor shnll make appropriate adjustmente caused by such
Joinder, vithoul sny retrozciive adjustment of reverus

This agreemcnt ray ve axecuisd in any auvrber

of countoronts, woont ol wiileh pecds o Lo erecuted by £11 parties ox

e Tvee B J Y R S T - Aoy - 3, 3
2y poorelstioa o sensdniald o Ly oopuersic inctmment io vwritiog specifically




raferring hereto, and shall be binding upon all those parties who hoave
executed such & counterpart, ratiflcation or conseat lLercto with the
sape force and effect ar it all such parties had signed the eane docuumant
and regardless of wholher or not it is cxecuted by 211 other pertics
owning ov cleiuwing an interest 1p the Jande within the above describved
wit gyvea.

LORWESS MERE0F, the undersigaed partics hereto have cawnsed
this ageecrant 0 be exceuted as of the recpectlive datea sgt Tovth opxslte
their pignotuces.

CALIFORNIA OIL COMPANY

By

———

Attorney in Fact

Dote By

e 3 W T " Mt e L———

Attorney in Fact

Addxess: P. 0. Box 1249
Houvston Texas  T700L

UNTY OUERATOR & WORKING IRVEREST OWNER

APLEST: HUMBLE 011, & REFDILNCG COMPANY

By
i et £ i s ot <o £ et i e e e e e

zerelary

THwitie)
Addrees:

B DT e e

ATTEST: SUN OI1. COMPARY
e e et e By
feeretlary (Title)
Address:

Dats

ATTEST: GULE OIL CORFORATIOHN

By
' Sacrotary Attoiney in Fact
Addresa:

Date

o B R Sttt A A e 8 A

ATTEST: SEELL QI1, COMPANY

By
Secretory Atiorney 1o Feot
Addreos:

Late




ATTEST; MARATHON OIL COQMPANY

e e e e e e By I
socretary 1Fiiey
Address: .
Date
- r e o s o oot e ,
ATUEST ACDFERN DEVELOPMENT COMPANY
e e e e en By ’
sacretary (Title)
Address:
Dave
Ralph lowe
(Wife)
YWORKING JIRTEREST CWNERS
STATE OF TEXAS 3
3
COUNTY OF HA&RRIS 4
Tae foregoing insirument was scknowledged befor2 me this day of N
) 196, vy __and , Attorneys in Fact
for Californin Gii Coxpeny, a California corporation, on behalf of said corpora-
tion.
Notary Public in and for Harris
My Cormission Explres Countvy, Texas
SCATE OF i
e e et s i X
¥
COUNTY OF L !
The foregolng irstrurent was acknowledged befora me this _ dey of ,
196k, by e 5 L of Humble 0Qil &
Refining Compiny, & corporation, cn behalf of said corpora-
tion.
My Commission Expires Hotary Public




STATE OF

S s et P o £ g ey

coupy O
The foregoiag instrosont wan acinowlzdged Lhefore me thin  dey of .
0ok, vy Y O - - Y G N
Compnny, o . T corporewion, on uehelf of sadd co.xpozatn.on.

T e e P
Hy Conmlsglon Feglres

———— e e T K e ¢ g i 7 L N e b

SPATE OF

B s S PR

DT TN AN

couNLY o
The forvpoaing instrumeat Wwas acknowledged vefora me this day of

e ¢ o s romn?
/"-'h’; 1“5

., Attorney in Fact for Guli CLL Covporxation; a
__., covporation; on behall of ssid corparation.

O I T T

Hotary Jublic ‘
Wy Cosmdlsalon Expires

SR O

TR e s o bR R aeatAeEe LY

T W el

A AL TS
SOUs

B T D T S

insbtyment g ackuowledzed before no this day of e ,
R , Attoxney Jp Fecht for Sh 1L 011 C()Sfp‘ln,}, &
_ corpovaticn, on veheli of said corpsvation.

T A W SR R A D i D) L AR A Wt

Niotary Public

The Jorcaotivg Iastozent wns scknovledged before me this dry of . 5
156, by 5 of Werathon 0L

meAry, o ‘ A corport on pepalf of seid corporation.

S U S U N NN

I'\)Y Coomiaping

A o s 3 % o e A e o & i gt




STATE OF _

{
i
COUNTY OF H

The foregoing lpsirunent was acknowledged Lefore me this _ day of _ ’
1964, by , T of Redfemn
Development Company, & ~corporstion, on behs’l? ol sald

corporation.

Notary Public
My Cormipeion Expiren

——— i — i oy e k2 o

STATE OF

v e §
¥
i

COUNTY O¥
The forsgoing instrument was acknowledged tefore me this day of __
1658, Ly Peirh love and wie, R

et ot et ——————"

Notary Puablic

My Commlesicn mxpizes

e . o B e oS s AW e 3

STATS O

SR
4
i

COULZY GF

B i Y ————

Tka foregning strunaat wes acknowledged befoire me this day of .
19‘61} 3 b;v‘ . .

Hotary Public
Hy Comminsicn Dxpires

s £ 2 5 D A S d

S v |
i
§

COURTY OF

Tha foregolng Insirusent won ackoovledged before me thisg day of 5
190h, vy _ N .

Jotary Public
My Cormisuicy

o
1,
K
[+
m
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EXHIBIT
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EXHIBIT “B"
JURKECAN POINT UNIT AREA
Fddy County, New Mexico

255l

Baslc Royalty Overriding
Tract Descriptlon Noober Seriel Ne. & & mwunmnﬁmmm Lessee of Royalty & Working Interest
No. cf Lend of Acres Date of Lesacze {Based on 1229} Record Percentoge  and Percentage
STATE LANCS
1. 500.27 £-8721 State - All Culifornisa None California - ALl
12-~21-5%
2. 480.00 E-T335 State - A11 Californis None California - All
2.16-54
3. 16C.00 K-853 State - AL Californie None California - ALl
eErgE, 10-15-50
5. T2s3. RE5E 320.31 2-7936 Shupte - ALL Californis None Caililorvia - ALl
S50, S Lous 2-.1.6-5k
N
c. a8 Satee o~ ALL Caiifornin Nene Carifornia - ALl
e
Z. f-7aue Srate - ALL Californis, Mo Golifornia - AlL



TXHIBIT "B" Page 2

=TS State - ALl Ccalifcrnla zgm o“,wﬁmogwm;ﬁw
16-5 _

a. moln, AOLGE, DT 0.1k K-2C7 gtate -~ ALl gulf None owf - ALl
- - £3
Sec. .1 Lou 3 2-36-560
Z. ToiLS, LT Rt . mmo.oo %xwmvx ztote - ALL culf Nong ot - ALL
ST e e reroel T o o
Sec. L3: NEXTW, Sty w2000

\3...:1)‘, «.r.ﬁ.
SRy, W rﬂn.,ru
selaerl
AN M;\- s W

.z TRkE, F25T, IiPd 80.00 ¥-2038 gtate - ALL Gulfl

Y A )
. o - “0
>el. e DA Pml.rC!,um

w1 LS. REHE. MMEM 30.00 ¥~-3005 Siate - ALL Redfern fone redfern - All
Sec. L CoLNel 1-15-63

L state - All Marathon None Marathon - ALl

.
o el n
Sec. L. Lot l, S5 {E:; » 5-20-
3
£
- = ~“AT - d 2 gy e AT g e Ty~ NS e
3. 55, M52, wEM 321 L0 B-7G32 Gtate - ALL Marathon Honn ¥orothon - AL
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N ~ -4 / -1
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EXHIBIT "B”

17.

[
[&¢]

i%
s
T

20.

2l.

VLTI

3
58
"

45, R2SE, NMPM 11%2.70
s NWoSWL
Lots 1, 2
, TMPM 439.75

™hs, RRSE, NMPM 440.87

Lots 3, 4,
SELNWL, NERSH:
SinEd, ShSEl,
nwm...wmﬂ:

Lot 1, SEMW:

T2LS, R2SE, KMPM 40.01

Lot 3

K-113
1-19-60

K-11b

1-19-60

K-115
1-19-50

E-T9317
2-16-5k

g-87122
12-21-5k

0G-1235
8-20-5T

shell

Shell

Shell

Sun

Humble

Hunmble

None

None

None

None

None

Rone

Snell - All
Shell - All
Shell - All
Sun - ALl
Humble - All
Huable - ALl

22 State Tracts containing T,159-

£ gcrez or 93.,22902% of the it Area
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EXHIBIT "'B”
Page &
pasic Royalty Overriding
Tract Description Nurcer gerial No. & & Percentage lessee of Royalty & Working Interest
No. of Lant of Acres Date of Lease (Based on u.m.wﬁv Record Percentage and Percentage .
FEE LANDS
23. T24S, R2SE, M 4540.00 Fee Humble None Rumble - All
Sec. G: OWLNW, wiswl, 2-28-53 Ailary White & Wire,
mmwm.«m Maude White - ALl
WMO. w" wmmew. SiSER
0. u jod Ml
e, O Wi
2. ToksS, RRSE, NMEM 80.00 Fee John Guitar, Jre, Humble None Humble - ALl
Sec. 9t EoNW-- 12-7-5° Repps B. cuitar and
Earl B. Juiter,
prustees of the
cuitar Trust
Estate - 1/2
Cc. P. Pordue - 1/L

Brucs D. Pardue - 1/8
Maurice P. Pardue-1/8

5 Fee Tracts containing 520 acres OF 6. 770984 of the Unit Area

As used in this Exhiblt,
gumble refers to Bumble Oil & Refining Company,
Compeny, Sun refers to Sun 0il Compeany, end Redfern refers

Californie refers 1O california 0il Company, Marathon refers to Marathon O1l Company »
quif refers +o Gulf Oil Corporation, Shell refers to Shell Oil
+o Redfern nevelopment Company,

RECAPTTULATION
Type of Acreage Acres
22 ctate Tracts 7,159.84
2 Fee Tracts thnmxa.un.bw
ol Total 7,679.84

per_Cent of Unit Ares

3.22902%
6.7709%

100.00000%
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UL AGReMERY
FORUHE DEVSLOEMEE AND OFRRATION
Or thu
JURUKGAID TOLIC URTYY AL
iDDY COULILY, 1iBW MEXICO

THIS AGREBEMBNY, entered into as of the 2Uth day of January, 1eCh
J o S s

by and beitween the pu:

subsceribing, ratiiying or consenting nereto, ana

herein sometimes referred to as the 'parties nereto,”

WITNESSETH:

N

WHEREAS, the parties hereto are the owners of working, royaliy or
other oil and gas interests in the unii area subjecl to this agreementi; and

WHEREAS, the Commissiocner of Public Lands of the State of New
Yexico is authorized by an Act of the Iegislature (Chap. 7, Art. 11, Sec.
39, W.M. Statutes 1953 Annot.), to consent to and approve the developrment
and operation of State lands under agreements made by lessees of State land
Jointly or severally with other lessees where such agreements provide for
the unit operation or development of part of or all of any oil or gas pool,
field, or area; and

WHEREAS, the Commissioner of Public Lands of the State of New
Mexico is authorized by an Act of the Legislature {Chap. 7, Art. 11, Sec.
41 N.M. Statutes 1953 Annotated) to amend witii the approval of lessee, evi-
denced by the lessee'’'s execution of such agreemen® or ctihervise, any oil
and gas lease emoracing State lands so tnat the length of the ferm of said
lease may coincide with the term of such agreements for ihe unit operation

and development of vart or all of any 0il or gas pool, Tield or arsa; and

WHEREAS, the Oil Conservation Commissicn of the State of lew Mexico

(nereinafter referred to as the "Commission')is autnorized by an Act of the
Legislature (Chap. 65, Art. 3, Sec. 1k .M. Statuies 1953 Annotated) to

approve this agreement and the conservaiion provisions nereof; and

WHEREAS, the parties hersto hold suifficient inzerests in the Jurne-

gan Point Unit Area covering the land nereinafier descrived to ziv

a2ftective conirol of opzro..ions therein; and

4]
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WAL TL e e paroche L) Wie phriien 0ol Lo cente ove revns
Yedouroee, piovendt v Lol e oo bone T us cbbauinnb te Garoi s deve lop-
i LN Ll operri i one or e s Gadrer e e LT A e ol LT Gie G,
conaiviong Satotadions hereln seo cooruas
LOW, WHEREFORE, in consiaeration ol ihe prondses and the prondses ‘

e agremaent their reg

herein contained, the partics hecvaein

interesis in the velow dedined unit aron, and agree coverally anong ohen-

S
1. ULIT ARBA:  The foilowing described land is hereby designated

and recognized as constituting the unit area:

T-2i-3, R-2h-B KMPH

A1l ol Sections 1. 12 and 13

T-24-5, R-25-is  LMPH

AlL of Sections L, 5, &, |, 8, 9, 1o,

comprising 7,079.04 acres, more or less.
Exhibit A atvached hereto is a map showing the unit area and the

boundaries and ildentiiy oi tracis and leeses in sald s to the exitent known

i)

w
Ly
¢
o

&

w2 the unit operator.

BExhibit B attacned hereto is a schedule showing, t¢ the extent

xnown o the unit operator, the acreage, percentage and kind o ownershiyp

lands in the unit area. However, novhing herein

=

of 0il and gas rights in al
or in said schedule or map shall ve consirued as a representation by any pariy
hereto as oo the ownership of any interest other than such interes® <r in.car-

ests as are snown on sald wap or scheaule as owned by such party; Bxhivits

A and B shall be revised by the unit operater wnenever changes in the it
area render such revisions necesssy, Or when requested by the Comnissioner
of Public Lands o thne 3tate ol llew lexico, hereinaiter referred 1o as

"Commissioner'”.

All lancds comaitted to itnis agreement shall constitute land reierrea

e
ULZT

: e med 211 varreations o F S iy S S eeadd
LIl anl and il I0rmZTIons o1 tne unliized

w5 ol tnls agreement and nerein are called




" 1"

wiltized cupstances’,

3o DRI OPLen o
Texas Divicion) with wiorices o
operdator and by si nature here
unitvized substances vested in

consents Lo accept the duties

covery, development ana preduction of uniiiced substances as hercein provided.

Whenever reference is made her

the unit operator acting in ih

[N

n unitized substances, and th
nerein shall include or yeler

interest when sucn an interest

4=
.

Ciulifornin OUd Cony

N

L Hougton, tomns do

o commibs Lo inids

ny (Ctaneard QR Company o

nereby desipnated as unit

agreement atl intevest in

iv as sel Joron in Bxhibit B, and agrees and

and cbligations of

ein to the unit cperalor

wniv operator ior tne dig-

, such relerence neans

al capacity and not as an ouwner of interests

¢ vernm "werking interest owner' when used

Lo unit operator as

the owner ol 2 working

RESIGRATIOR OR REMOVAL OF UNIT OPERATOR: Unit operalor chall

have the right to resign at an

eirfective until & successor un

v time but such resignation snall not tecome

it cperalor nhas been

selected and approved in the

manner provided I'or in Seciion » orf ithis agreement. The resignation oi the

unit operator snhall not release lhe wunit operator

default by it hercunder occurr

nation.

Jrom any liability or any

ing prior w wae eifective date of 1ls resig-

Unit operator may, upon deiault or railure in the perrormance of

its duties or obligations hereuander, be subject To removal by the same per-

centage vote ol ine owners oi wo

rxing interests determined in like manner

as herein provided {or the selection oI a new unit operator. Sucn removal

shall be eifective upon notice

ment shall not terminate nis »

working interest or other inte:

T

=)

resignation cr removal ol un
operaior snall deliver Dpossess
tenances used in conduciving vh
interest owners Lo tne naw dul
the owners thereoi ii no such

for tne purpose ¢i conducting

thereol to tne Commissioner.

erroval of the unli operator under this agree-

ight, title or interest as the ovner or a

res

operator beconing

e

in unitized susstances, but upon the

iri'ective, sucn unit

ion of 21l eguipment, materials and appur-

e unit operations and owned by tne working

v qualiried successcr unit operator, or to

(SN



appuriteniaces neoaed Jor Whe prorercaiion ol ang wells.

S DUCCESSON UNTY OPsVIQR:  Vaenever he undi opooior sienld

oAas anit eperaver or shall b removed as herelinabove vrovidea, the
cwhers od Lhe working interests acceording Lo vhelr regpective acioage
interesis In all unitized land chalt by 2 mnjeriily vole zelect a successor

thnt, I o mujority but Do2ss than sevenily-Jive

joN

univ operator; provide
percent (73%) of the working interesis qualiiied to vote is owned by one

party to this agrecment, a concurring vete ol suliicient additional parii

,_
P
[}
4]

sc as 1o constitute in the aggregate not less than sceveniy-iive percent (7»%)

of the total workirg interesis, shall ve recuired to select a new operalor.

Such selecticn shall not become eriective until {a) a unit operator so

P .

selected shall accept in writing the dulies and responsivilities oi unit

[

A

operator. and (b) the selection shall have been approved by the Cormissioner.
If no successor unit operator is selected and gualiiied as herein provided,
the Commissioner at his election may declare this unit agreement lerminated.

-

0. ACCOUNTIHG PROVISIOLS: The unit operator shall pay in the

Tfirst instance alil costs and expenses incurred in conducting unit coperations
nereunder, and such costs and expenses and the vorking interest beneiits
accruing hereunder shall be apportioned among the owners oi the unitized
working interests in accordance with an operating agreement entered intc

by and between the unit operatcr and the owners o such interests. whether
one or more, separately or collectively. Any agreement or agreements
entered into between the working interest owners and ine unit operator

as provided in {his section, whether one or more, are nerein relerred Lo as

the "Qperating Asreement”. Mo such azreement shall be deemed either o
Py (i) ()

=]

modify any oi the terms and conditicns of this unit agreement or tc relieve
the unit operetor o any right or obligation established under this unit

agreevent and in case of any inconsistencies or confliict tetween this unit
agreenent and the operating agreement, this unit agreement shall prevail.

<

7. RIGHIS ALD OBLIGATIOKS OF UKRIT OPERATOR: Except as otnerwise

privilege and duty of

wnich are necessary or

and distrib-

convenient Zor prcspeciting or, producing

¢]
ot
[
=
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o
\
[
[0]
)
o
¢t
bate
o]
P

. 3 PR D I P I r N A oanmzll e o o
ut;ng; the unitized sutsiances are nersyy agilezatec 1e and snall ve exercised



by the unit operator as herein provided. Acceptable evidence of title to
said rights shall be deposited with said unit operator and, together with
this agreement, shall comstitute and define the rights, privileges and
obligations of unit operator. Nothing herein, however, shall be construed
to trensfer title to any land or to any lease Or operating agreement, it
being understood that under this agreement the urit operator, in its ca-~
pacity as unit operator, shall exercise the rights of possessicn and use
vested in the parties hereto culy for the purposes herein specified.

8. DRILLING TO DISCOVERY: The unit operator shall, within sixty

(60) days after the effective date of this agreement, but in any event no
later than February 16, 1964, commence drilling upon an adequate test well
for oil and gas upon socme part of the lands embreiced within the unit area
and shall drill said well with due diligence to a depth sufficient to test
the Devonian formation or to that shallower depth at which it shall, in the
opinion of working interest owners voting in accordance with the provisions
of the unit operating agreement, be determined that the fUrther drilling of
said well shall be unwarranted or impracticable; provided,; however, that
unit operator shall not, in any event, be required to drill said well to a
depth in excess of 12,000 feet; provided, further, however, that if oil or
gas is encountered in paying quantities before reaching the Devonlian forma-
tion, unit operator mey complete the well at such depth, in which event,
unit operator shall commence operations on a new well within ninety (90)

days after such completion and shall diligently prosecute drilling operations
thereon until the Devonian formation is tested or until it shall bhe determined,
in the opinion of working interest owners voting in accordance with the pro-
visions of the unit operating agreement, that the further drilling of said
well shall be unwarranted or impracticable but unit operator shall in no
event be required to drill said new well to a depth in excess of 12,000 feet.
Until a discovery of & deposit of unitized substances (at whatever depth)
capable of being produced in paying quantities (to-wit: quantities sufticient
to repay the costs of drilling and producing operations with a reasonable
profit) unit operator with the approval of vorking interest owpers voting in
accordance with the provisions of the unit operating agreement, shall con-

tinue drilling diligently, one well at a time, allowing not more than six (6)




Lt noweld ] eaoande o) produeing univicoed subolapeen nopan iy aramibiugen
o cunploted o ontil 31 o renoonntll oroven o oohe natioimetion ol

anit operater

uniticed land o dncanabie ol produein Suitis od sae-
stances in paying cuantities.

Asy well commenced prior Lo the eliecllive aale o lhis zoreement
upon the unit area and being drilled to the depth provided herein ior the
drilling of an initial test well shall te considered as complying with the
drilling requirements nereol with respecc (o the initial well. 'The Com-
missioner iay modily the drilling requirementis ol this secilon uy graniing
reasonable extensions oiu ime when in his opinion such acltion is warranved
but no sucn excension shall te requested by unil operator with respect O
the irst well ior a pericd beyond February 16, 1904 unless such request is
agreed Lo by all working interest owners. Upon railure to ccomply with the
drilliing provisions oi this aciicle the Commissioner may, aller reasonable
novice to the unit operator and eacn working interest cwner. lessce and
lessor atl their last known add.esses, declare this unit agreement terminated,
and all rignts, privileges and ocligatvions granted and asswned by this unit

agreenent shall cease and terminate as oI such date.

7. OBLIGATICLS OF UKIT OPERATOR AFTER DISCOVHERY OF ULITIZED

SUBSTALCES: Should unitized substances in paying guantities be discovered

upen the unit area the unit operator shall on or vefore six (&) months rrom
the time ol the completion or the initial discovery well and within thirty

(30) days aiter the expiration of each twelve-month period therearier rile

a report with the Commissioner and the Corusission of the status oif ihe

s

develoopment o the unit

I
®
£
2.
a
o

re development contemplated for the 1Tol-
loving twelve-month period.

It is understiocod thalt one of the main considerations for the
approvali of ihis agrecrent by the Comrnissioner oi Putli nas is Lo secure

the orderly development of the unitized lands in accordance with good con-

servaticon practices s0 as to obitain the greatest ultimate recovery of

A o 1< ~eres ey LN S S e ety e e - P P B : 4
After discovery ol uniti.ed subsuances In vag gquantities, anit
operator shall proceed witnh dillgence o reascnavly cevelop the unitized




areit un 4 reasonzbly prusent operator would develop Suen noeit o andes e sine

O SLnilar circunstances.

A5 the undit operatcr sheuwldd fail Lo comply with (ne above covenant
for reasovnavle development, this agreement mway be tenninated by Lhe Com-
missioner as to all lands oi” the Sinte or Lew Mexico cmbracing undeveloped

regular well spacing cor proravieon wiite vut in sucn event tne basis of par-

o
o

Licipation by the working interesi owners shall remain the same as if th

e

o

greement had net been terminated as lo such lands; provided, however, the

ees O

Ccrmissioner shall give notice to tne wnil operator and the les

9]

record in the manner prescribed by Sec. 7-11-1k, .M. Statutes 1953 Anno-

tated, of intention to cancel on account o any 21lleged bres

,v
17}
o,
=
C
iy
%)
o
-
o)

covenant for reasonable develcpment and any decision entered thercwnder
shall be subject to appeal in the manner prescribed by Sec. T-11-17, K.M.
Statutes 1953 Annctated and, provided .irther, in any event the unit
operator shall be given a reasonable opporiunity aiter a 1'inal determina-
tion within which to remedy any delfault, failing in which this a
shall be terminated as to all lands of the State or New Mexicoe emtracing
undeveloped regulsr well spacing or proration units.

10. PARTICIPATION AFTER DISCQVERY: Upon completion oif a well

capable oI producing uniiized subsitances in paying quantitles, the owners
of working interesis shall participate in the production therefrom and in
all other producing wells which m2oy te drilled pursuant hereto in the
proportions that their respesciive leasehold interests covered hereby on
an acreage ovasis Tears to the total nwiter of acres commitied to this
unit agreement, and such unitized substances snall be deemed to have veen
produced from the respective leasehold interestis participating therein.
For the purgose o1 determining any tveneiiis accruing under inis agreement
and the distsivulion oi the royaliies payable to the State ot ew Mexico
and other lessors, each separate lease snall have allocated to it such

percentage of said production as the nuwnver of acres in each lease

respectiively ccmnltted to this agreement bears to the tolal nwster o

HCLWLLRSLANCINnY any pProvisiOons conitaineu a2riin L Lhe conirary;
e Ly o T A A | R T . |
CRCn WOTrA1lng Lnieresc OWhner SNl a8%e TAC 'Ijnt U0 LaL2 Suchh ovnieTs




properilonaie cnitie o Ve Ui recd subsioneer i Aina or o personad Ly
ceiloor dtspose o) Lthe gsune, and noliaing heredn conbwdned chall be consvrued

as clvime o granling Lo Jhie unit overibor dhe oigat Lo sell or oluerwise
dispese o the proporticnate sharce of any working interest owner without

speciiic authoriraticn Jrom tlme w uvine so o do.

11. ALLOCATION OF PRODUCTION: ALl unitirzed subsitlances produced

irore cach Lract in the uniti.ed area esitabllisned under this agreoment,

except any part thereoi used for produciicon cr development purpose

(&)

s

e

(]

o]

¢
t

under, or unavolidavly lost, shall bLe deemed o be produced equally on an

acreage basls irom the several itracis of tne unitized land, and for the
purpcse oI deltermining any benei'its thal accrue on an acreage basis, each
such tract shall have allocated to it such percentage oi said producltion

as ils area bears to the entire unitized area. It is hereby agreed that
production of unitized substances rom the unitized area shall be allocated

as provided herein. regardless of whether any wells arve drilled on any
particular tract oi said uniticed area.

i2. PAYMELNT OF RENTALS, ROYALIIES AND OVERRIDIKG ROYALTIES: All

rentals due the State of ¥New Mexicc shall be paild ty the respective lease
owners in accordance with the terms of their leases.

A1l royalties due the State of Kew Mexico under the terms of the
leases comnitted to this agreement shall be compuiled and pald on tahe basis
of 211 unitized substances allcocated 1o the respective leases commitied
hereto; provided, however, the State snall be entitled to take in kind its
share of the unitized substances alloceted to the respective leases, and
in such case the unit operator shall make deliveries of such royality oil
in accordance with the terms oi the respective leases.

Al]l rentals, i any, due under any ieases emoracing lands other
than the State of New Mexico, shall ve pald by the respeclive lease ownars
in accordance with the terms oi their leases and all royalties due under
tne terms of any such leases shall be pald on the basis oi all unitized
supstances allocated to ihe respective leases comsitlied nereto.
introduces zas obitained irom sources oither
inte any preducing fovraaticon Jor the pursose

T irncre2sing tne uriimate recovery or

'

"y




unitized subsiances Lhere ron, o Lie amounu ol as, i available, with

due allovance Jor lestc or depietion rrow any cause may be witharoun rom

e,
p

the rormaticn into wnich he ,is wis dabroduced yoryatty Jroo an Lo dry

L

£as bul not as to the producis extracied theceirom; provideq, thal such
withdraval shall te at such vine as may be provided 1n a plan c¢f operation
consented te by the Commissioney and approved by the Comsission as con-
Forming Lo good petrolewn engineering practice; and provided iurther,
thatl such right ol withdrawal shall terminate on the termination of this
unit agrecement.

If any lease conmitted hereic is burdened with an overriding
coyalty, payment oul ol production or other charge in addition to the

e T I 2 leay s ommam v Ao la oo 2
ubBuatL royaac L€ OWIIEY a uch lease ghe

et

bear and assume the

same cut oif the wnitized subsitances allocated Lo the lands embraced in
each cuch leagse as provided herein.

13. LEASES AND CONTRACIS CONFOXMED ALD SXTEUDED INSOFAR AS

THEY APPLY TC LAKNDS WITHIN THE UNITIZED AREA: The berms, conditions and

provisioneg ol all leases, subleases, operating agreements and other con-
tracts relating to the exploration, drilling, development or operation
for oil or gas of the lands commitied ©o this agreement, shall as of the
erfective date hereoi, te and the same are hereby expressly modilied and
amended insofar as they apply to lands within the unitized area 1o the
extent necessary 1o make the same conform to the provisions hnereol and
so that the respective terms of said leases and agreemenis will be extended
insolar as necessary o coincide with the term of this agreement and the

2

approval oI this agreement by ithe Commissioner and the respective lessors
and lessees shall be eiffective 10 conliorm the provisions and extend trne
term o each suchh lease as 1c¢ lands within the unitized area to the pro-
visions and term of this agreement; bul otherwise 1o remain in full force
and effect. Eacn lease committed tc this agreement, insofar as it

applies to lands within the unitized area, shall conitinue in Drce beyond
the term provided therein sc long as this agreement rewains in eiiect pro-

vitded drilling cperations upon the initlial test well provided Inr nerein

.
o
-

snail have Leen coru.enced or said wel




comnitted to this agreement. Termination of this agreement shall not affect
any lease which pursuant to the terms Lhereof or any applicable laws would
continue in full force and effect thereafter. The commencement, completion,
continued operation or production of a well or wells for unitized substances
on the unit area shall be construed and considered as the commencement,
completion, continued operation or production on cach of the leasehold
interects committed to this agreement and operations or production pursuant
to this agreement shall be deemed to be operstions upon snd production frowm
each leasehold interest committed hereto and there shall be no obligation
on the part cf the unit operator or any of the owners of Lhe respective
leasehold interests commitied neietc to drill offsets to wells as between
the leasehold interests committed to this agreement, except as may be pro-
vided in Section 9 hereof.

Any lesse embracing State of Rew Mexdico lands or fee lands having
only a portion of its lands committed hereto shall be segregated as to the
portion committed and as to the portion not committed and the terms of
such leases sholl apply separately as to such segregated portions com-
mencing as of the effective date hereof. HNotwithstanding any of the
provisions of this agreement to the contrary, any lease embracing lands
of the State of New Mexico or fee lands having only a portion of its lands
committed hereto shall continue in full force and effect beyond the term
provided therein as to all lands embraced in such lease, if oll and gas, or
either of them, are discovered and are capable of being produced in paying
quantities from some part of the lands embraced in such lease committed to
this agreement at the expiration of the secondary term of such lease; or if,
at the expiration of the secondary term, the lessee or the unit operator
is then engaged in bona fide drilling or reworking operations on some
part of the lands embraced therein the lease shall remain in full rorce
and effect s0 long as such operations are being diligently prosecuted, and if
they result in the production of oil or gas, sald lease shall continue in
full force and effect as to all of the lands embraced therein, so long
thereafter as oll and gas, or either of them sre being produced in paying

quantities from any portiom of said lands.

- 10 -~



e CORGHAVATION:  Operation:

Poacreunder and production oof uandtiled

suvstances shail be conduciee o proviae Jor the most cconanlc

recovery or sald substances witlhout vacsie. 2o delined by or pursuant to Statlce

laws or regsulations.

15, DRAIRACE:  In the evenu a well or wells producing oil or gas

in paying quantities snould be brought dn on land adjacent to the unit area
draining unitized substances l'rowm the lands embraced therein, anit overator
shall drill such offsel well or wells 23 1 reasontbly prudent cperator

would drill uwnder the sane or similar circumsiances.

16,  COVLEANTS RUN WITH LAKD: The covenants herein shall be con-

strued fo ke covenants running with the land with respeclt to the interests
of the parties hereto and their successors in interest until this agreement
lteminates, =2na any grant, itransier or conveyance oi interest in land or
leases subject hereto shall be and hereby 1is conditioned upon the assumption

Py

of all privileges and cvligations hereunder by the grantee,>t'ansferee or
other successor in interest. lo assignment or transfer of any working,
royalty or other interest subject hereto shall ve binding upon unit copera-
tor until the Iirst day ol the calendar month aiter the unit operator is
Turnished with the original, photostalic or ceritilied copy of ithe recorded
instrument oi' Lrausler.

17. LFFECTIVE DATE ALD TERM: This agreemer . shall becone

eifective upon approvai vy the Cormissicner and snall terminate in two
years after such date unless (a) such date of expiration is extended by
the Commissioner, or (b) a valuavle discovery oi unitized substances

has veen made on unitized land during said initial term or any extension

Chereod: i wihiicit case Lhls agrzement shall reriain in eitect so lon

C

as

(UM

unitvized substances can b2 produced Irom the unitized land in paying
guantities, and, should preduction ceas2, so long thereaiter as diligent
cperations are in progress for the restoration of production or discovery

oi' new production and so long therealter as the unitized subsiances so

discovered can be droduced as aioreszid. This agreement may be termi-

<
[¢]
he]
o
Y
o
o
ot
Ly
-J
M
Y
)
O
o
©
33

ratea at any time by not less than seveniy-ils
acreage vasis ol the owners o the working interesis signatory hereio

with tne approval of

and eiricient




'

with vne deildildng reguiraments of Seclion o hereoi miay subject hils

i
L

nireenent (o termdination ac providea in cald sectlon.

18, RATH OF PROIUCIIONL: All produciion and the disposal thereod

snatl be in confommiiy with allecaticns, alletmentis and quoias made or
Tixed by the Comuission and in condonmnily with all applicable laws and
lamful repulations.

19.  APPEARANCES: Unit operator shall, after nctice to other
parties affected, have the right to appear Jor and on benal:r cof any and
all interests aifected hereby beilcre the Commissioner ol Public Ilands and
the New Mexico 0il Conservation Commission, and to appeal Irom orders
issued under the regulations of the Commissioner or Coummilssion or to apply
for relief from any oi snid regulations or in any on its own

proceeding

&

[49]

behall relative (o operations gending beicre the Commissioner or Com-
mission; provided, however, that any other interested pariy shall also
have the right al his own expense to appear and to participate in any
sucn proceeding.

20. HNOTICES: All notices, demands or statements reguired

be deemed

.
®

nereunder to be given or rendered to the parties hereto shal

fully given, ii given in writing and sent by postpaid regilsiered mail,

addressed to such party or parities at their respective addresses set
forth in connection with the sigratures hereto or to the ratification
or consent hereofl or ito such other address as any such party may have
furnished in writing to the pariy sending the notice, demand or staite-
mwent.

21. UNAVOIDABLE DBELAY: All ob.igations under this agreement

requiring the unit operator to commence o continue drilling or 1o operate
on or produce unitized substances Crem any of the lands covered by this
agreement shall be suspended while, but only sc lon
tor despite the exercise of due care and diligence, is prevented Irom
camplying with such obligetions, in whole or in part, by sirikes, war,
acts of (God, Federal, State or municipal law or agencies, unavoidable
accidents, uncontrollable delzys in transporiaticn, inability e obiain

necescary materials in open market, or ctner maitters veyona tie reasoravle

control oOF ine unit operator wnolner similar e ratters nerein enumeratea



or not.

22. I10SS OF TITLE: In the event title to any tract of unitized

land or substuntial interest therein shall fail and the truec owner cannot
be induced to Join the unit agreement so that such tract is not comnitted
to this agreement or the operetion thereof hereunder becomes impracticable
as & result thereof, such tract may be eliminated from the unitized ares,
and the interest of the parties readjusted as a result of such tract being
eliminated from the unitized area. JIn the event of a dispute as to the
title to any royalty, working or other interest subject hereto, the unit
operator may witkhold payment or delivery of the allocated portion of the
unitized substances involved on account therecf without lisbility for
interest until the dispute is finally settled, provided that no payments
of funds due the State of New Mexico shall be withheld. Unit operator

as such 1s relieved from any responsibility for any defect or failure of

any title hereunder.

23. SUBSEQUENT JOINDER: Any oil or gas interest in lands within

the unit area not committed heretec prior to the submission of this agreement
for final approval either by the Commission or Commissioner may be committed
hereto by the owner or owners of such rights subscribing or comsenting to
this agreement or executing a ratification thereof, and if such owner is
also a working interest owner, by subscribing to the operating agreement
providing for the allocatiocn of costs of exploration, development and apera-
tion. A subsequent joinder shall be effective as of the first day of the
month following the approval by the Commissioner of duly executed counter-
varts of the instrument or instruments committing the interest of such
owner to this agreement, but such Joining perty or parties before participating
in any benefits hereunder shall be required tuv assume and pay to unit
operator their proportionate share of the unit expense incurred prior to
such party's or parties' Jolnder in the unit agreement, and the unit
operator shall make appropriate adjustments caused by such joinder, without
any retroactive adjustment of revenue.

24. COUNTERPARTS: This agreement may be executed in any number
of counterparts, no one of which needs to be executed by all perties or

may be ratified or consented to by serarate instrument in writing specifically

- 13 -



rererriang herelo, ana shall be binding

o

upon alil those parties wne have

cxecuted such a counterpart, catilication cr conseut hereto with the
same Jorce and eltect as 11 all such parties nad signed the sane docunent
and regardless of whether or not it is executed by all other parties
owning or claiming an interest in the lands within the above described
unit area.

1IN WITKESS WHEREOQOF, the undersigned parties hereto have caused
this ayreenent to ve executed as or the respective dates set Torth opposite

their signatures.

/ 7774 /A ;

Yy in Fact

dhLissdua oxf, "co;‘-géz\m /

Date 7/}~7,_(L( By

Attorney in Fact

Address. P. 0. Box 12i43
Houston Texas 77001

URIT OPZRATOR & WORKING INIEREST OWRER

ATTEST: HUMBLE OIL & REFINING COMPARY

By
Secratary (Title)
Address:

Date

s
=
&5
w
v

T SUI OIL COMPANY

02

eccretary (Title)
Address:

Date

ATTEST: GULY OIL CORPORATIOL

By
Secretary Attorney in Fact
Address:

¥
ct
)

ATTEST: SHELL OIL COMPALY
Secretary Atrornaey iu fact
Address:
Datle

b



Jecrevary

FEB - 7 1864

Dte

ALTEOL:

Secretary

WORKILG 1i¥

STATE OF TEXAS £
§

COURTY OF HARRIS

The foregoing instrument was acinowledged teilcre me i,}u@?"-:Z day cf

1964, by M B TAYLOR

tion.

My Cormmission Zxpires
BARBARA RO3ERTSON

NoYary PUBTic in and Tor Harris Counly, Texas

9865

My Commission Expiras Junz |,

STATE OF

COUKNTY Or

P P, P

The

ST
1904, by

TEREST

and >
for California 0il Company, a Caliicrnia ccrporation,

{oregoing instrument was ackxnowledged teicre me tis

r/A
OIL

h{".?Q»
By /Q/Q b
DY Pt

-2 Z/’ )7(1~"'/=L
< Address: p&ﬁu_a o S

D d land , Jitae

WSDFSRE DEVELOPMERT COMPALRY ‘

By

(Tit1e)

Address:

RKalph Lowe

(wife)
7
(/e (/J; Zi_

OWINERS

=Yg,

f)‘, \‘f’(‘l (/(/; : ,r_,i{.

s
Attorneys in éth

or: behall of sald corpora-

L. SaIrTi

Notary Public in gnd Tor Harris
County exas

day of
2 ci

R‘D\.

Refining Company, a

Hurible 0il
corporation, on tehall of said corpora-

tion.

Ceormmission Zxpives

j—
\ T




GIATE OF

COURYY OF

T I, e,

fhe Toregoing insilrwient was

105 o
10GH, by

IS

acknowicdged Lasore mo diy oo \
oyosnn O

b

Campany. a

corporacvion. on beanti oo onid corporiuion.

My

Comrndssion Bipires

STATE OF

Lotlnry Puviic

COURTY OF

D DT Mg,

The foregoing instrunent was acknowledged berore

196k, by

me this day ol ,

, Attorney in Fact r'or Gulf 0il Corporation, o

cerporation, on benalil of sald corpsration,

My Commission Expires

STATE OF

Hotary Fublic

CCUNTY OF

T, I, 2,

day ©

H.
~

My Commission Bxpires

STATE OF

[ caes

, Attorney in iaci Jor Shell 0il Company, a
corporation. on behali of said corporatiion.

COUNTY OF Hprmors

}
!
{

e

The foregoirng instrument was

196}4’1 by /// ezl

LW acknowieds2d beiore me this ,7ﬂ day O—//é_vz : wa s
< s ; —— . = =
/)/Zé'émv , Ll Lo fugaansy, of Marathon O

Company, a P

i . o
corporation, on benylf of s2id corporation.

mission Dxnires

My Comy 3

Motary Pubtis in

Yo Mo

H . ,((/ 3
7Y s N LT e

Hotary Public

s Tewns

fay Caimission feplres juns 1, 1965




STATEH OF

COoultY ov

Lne forepeing Insiruwment wes acainovliceds2d bvelore me this day of »
1000, by . o Rediern
Development Company, a corporation, on behall oi said
corporation.

lotary Public
My Commission Expires
STATE OF %
COURTY OF ¥
The Fforegoing instrument was acknowledged vedore me this day of s
16%k, by Ralph Love and wife, .

Hotary Public
My Commission Expires
STATE OF ;¢! L¢rce §

COULTY OF %&dx T

" <y
The forego,ijlg instrument wgs acknovledged belore me this /¢%day of W liciereey,

1665, by ZZL\/ S Mg v Nodbco €L L‘U,/fuu/ Leos tcific. 7

Notery Public
My Commission Bxpires

STATE OF

COURTY OF

The foregoing instirumen®t was acknovledged beicre me this day of
199Gk, by
199Gk, by .

Lotary Public

by Comnission Ixpires




ATTESN HARAY COMPANY

By jur—: (/ PRV AR N\
e STy e e S rs _‘gttf) :
Adgrees: P@.,. S520 . oo,

ATTEST: HERFERN TRVEUOOMENE CCLIPANY

Date FEB = 7 1954

By
N A T v WM, TR, e T o T A_—.,—-v’\r -y W SRV RPN L

Cacrelsry ' (Title)
Address:

Date

RN e A R TR b A e S e e —t

e a—————

#an bt

(ITTEREST OWHER:

e " ———rm.

Em———

B Naad $Lmicd

COURTY OF

e

The foregoing ingtyuvmeol wos acknuwledged before me this 75%/(5%' OW
1564, by V. L. TAYLOR and 1L L. SMITH , Attorneys in Fali

P e > -

for Californis Oil Coxpeony, o Californis corporabtion, on bsheldf of szaid corpora=

u.;.O'il L

Iﬁo-':.mr Tuplic in ghd ;cv‘ Herris
By Doumission Expires County
BARBARA ROEERTSON
Notary PUblic in and for Harfis Counly, Texas

My Commission Expires Juiz 1, 1965

STATR OF

R n )

N

CONTY OF

o

It

e o i | e e i 3 e T i T A RS

The Torsgeliay ingixurent wes scEnowledsed welors we thie = dgy of
196%, vy S U .. of Kuoble 014 &

Refining C:,:w.;;;r-;.r. & coroxall 'c:.::) "¢ behalf of seid COLPIT-

S T,
.
£icn.

e e e L 27 s o T Mo e et e e

My Commisaion Inplees Totory rubiic

e b e — o T o ot =

ot




STATE OF

TR T O T T WA -

COUNTY QO
The fLorsgoing 3
196k, oy

Develowment
coxporation.

By Conmioslon Exgirea

STAT

nOF

COETY O

The Toreso
288, nyd

= Y R 2 A

oxﬁééﬁﬁéz Uj

AT e 0 a3 .

COUETY

She forsg
166%, by

inevruns

Do 1,

R

Commin

;13 sicn Bxpires

e et T A

Y g A e o Ko Lt

Comgerny, @

"fn(w(7@¥¢.6@£o¢/(»

PR ]

wee acknowledged he

7

. -8 Y A ™ A et e,

T 88 i - A b Y

foxe me this

COrporation, on bohalf of

cay of

of Redfcra

sald

o g . v

.1.‘13 ackuowledgrd hotoxre nme
(..('1{"\4'\ v( Ca0€ .

-

Hotary Public

2

A .(/ 14
this /j - day of f/gfﬂéﬂ“wtrg
[

B w3

2 YOI TN

o s ——r—

vM’C/< i(, ;i/—c
/

Yotsry Public

knoviedeed before me this /- %de.v of \gé’ldéﬂﬁjf R

((t .,((‘—%(

?N/;MM&Q[‘%—“ ¢

2 L Ay A

STATY O

GOUSTY CF

The ]

:!,9?;)4 : By

e

iy Commiosion Exuirss

ot R D .
Toresoing dnntrins

= o

e
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referring hereto, end chall be bindlag upon all those parties who have

executed such w counterpari, ratitication or consent hereto with the

sawe force and efifgct as if 28ll such partics had sigeed the uane document

and regurdless of whether or not it is executed by 81l other parties

ocwning or claiming au interest ipn the lands within the above described

uait area.

IN WITNESS WHERSEOF, the undersigned parties hereto have caused

this agreenont to he executed as of the respectlive detes eset forth oppesite

their sigoatvnres.

W e e et LB F R e T T VL R e

CALIFORNIA OIL CQMPARY

By _ o
Attorney in Fact
By
Attorney in Fact
Address: P. 0. Box 12k9

Bouston Texas T{00L

U#LT OPSRATOR & WORRILG INTWERSST OWAER

ATTEST:

Sacretary

oy e c——c—

Cacvetary

Secretary

HUMBLE OIL & REFINING COMPANY

By
(Title)
Addrees:
SUN OIL COMPAXY
By .
{(Title)
Address: _

GULEF OIL

Lttorney in Fact

AdaressP,_f, BV 1073

WS e, e 200 83201

SHELL OIL COMPARY

By

Address:

Attorney in Fact




STATE OF

COUNTY OF

The foregoing instrument was acknowledged before me this _ day of )
1964, by , of 5un O3l
Company, & _ corporetion, on behalf of said corporation.

Kotary Public
My Ccumizsion Hxipires

SPATE OF b
gouay oF O

The foregodng inctrumont wie sckuovledged bvefora me this /¢ day off !

1chh, by F 0O MORTIOCK , Attorney in Faet for Gudf Oil Coxporsiicn, 2
____PENKY WA corporation, on nahalf of saeid corporation.
L‘v:', )/l‘__s- ( ;-C/fi
Notary Publiic
Hy Comzniesicn Bxplires
My Commission Expiies August 15, 1966
seBOF g
X
counry o . §
Tre foregoing ivstrimment wes scknowledged before me this day of .

196k, by

e L ——_ P, . B N L e

_ Attormey in Fezct for Shell 01l Company, &
corporation, on behalf of said coxrporation.

TR W R Y P T

Hotary Public
My Counmission Ixpiras

SCATE OF

WO IN0, NeT

CoumsTY OF

B B e 5 ot gteraiea A R < RS

The foregoirg instrumeni was acknowledged before me this __ day of
196, vy _ > of Marathon 0il
Company, a _ corporation, on behalf of said corporation.

—

Hotary Public
Yy Comminsion Explres




referring herato, and ghall be binding upon all those pariies who have
excceuted sueh e counterpact, ratification or consent herato wita the
s3uwe Toree and elvoct 6o it 8il such partlies had sigred the same docurnent

and rogpredicss of vhethur or not it is executed by all other parties

/
owning ox claining an interest in the lands within the above described
uwit aven.
T VITRISS VHEREQF, the undersigned parties hereto have caused
this ngreonant o be executed as of the recpective dstes set forth opposite
thelr gignabuces.
CALIFORNIA O1L CQRPANY
By__
Attorney in Fact
Date By
i s e e 4 e s o Aitorncy Tn Tact
Addresg: P. N. Box 1249
Founton Texas TTCOL
URIT QVERATOR & WORRING INYEREST CWNER
ATTEST: HUMBLE OII. & REFIINING CQMPANY
e e e o e — By
Secvetery (Title)
Address:
SUN OIL CQOMPANY
. \
S v e Oty s,
S2evetery Agent and Attofrey W e (Titiey 73
Address: 2o Box ¥S5o i
e - ﬂ,wu/; LExA]
GULF OII, CORPORANTICN
By
Sacretary Attorney in Fact
Address:
SHELL 01 COMPAYY
By
Seeretory Attorney in Fact
Addrens: ]

-~ 1 -




e s o e ————

STATE OF _ /£XAI i
COUNTY OF  Dpeerns
The foregoing jostruzent wod acknowledged before e this /v _doy of SERRuIRY. .2

1964, by _(ggre L. Colv . 1< ~, Agent and Attorney u Fell of Sun 03l
Compeny, & _ _Ne ’-“‘i‘ corporation, on bebals of sald corporation.

PR T R
........

noie "Notary Public

ijiyk_do:nmission Ecplres
S SN

p— -

STATE OF
e et e e

BT,

COUNTY OF o cmmmemess

The Torsgalni ipetyronent WS acknowledged bafora me ‘his day of _ ’
1GER, DY e e Attornsy in Fact for Gul? 0il Corporation, @
e e coyporation, on pehalf of saild corporation.
Rotary Public

Wy Compiesion Expires
STATE OF . o ¥
COURRY OF e {
Tpre Loregoing instrimsent wes8 acknowledged tefors me this ___ day of
1968, DY oo _ Attorney in Fact for snell Oil Compsny, &
e e corporation, o2 vehall of eaid corporation.

- Totary rfublic
Ky Copninsiin xolwas
GUATE OF o seem o b
COWFY OF __ {
fhe forsgoing snotrumeni woe aclmovledged vefore we this duy of
1968, BY o -, of Marathon 0il
Company; & .. ] corporaticn, on penalf of said corporation.

Tiobary Public

My Commisgion Explres
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STATE aEOL00IST
A L. PORTER L 2
SCORCTARY - DIREGTOR

LAND COMMIBBIONER
£ B JOHNNY WALKER
MEIMBEIR

Mr. E. Kirk Newman

239 Petroleum Building Res Case ¥o- 29567
Roswell, New Mexico order HO. R-2641
Applicants

gtandard Oil Company of Texas

pear Birs

gnclosed herewith are two copies of the abovo-:of.mwod
Commigsion order recsntly entered in the subject case.

Very truly yours,

D¢, o

A. L. PORTER, Jr.
Socrotnrrniroctor

iz/
carbon ©oPY of ordar also sent tot
Bokbs OCC X

Artesia OCC x
Astec OCC




T GO SR VTN ORI S5 TO o -
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BEFORE THE OIL CONSERVATION COMMISSION L3
STATE OF NEW MEXXCO

APPLICATION FOR APFROVAL OF - - )
JURNEGAN POINT UNIT AGREEMENT A S ,
EDDY COUNTY, NEW MEXICO

New Mexico 01l Conserverion Comuissicn
S8anta Fe, New Mexico

Comas the undersigned, California 0il Company (Standard 0il

Company of Texas Division), with offices at Nouston, Texas, and files

herewith three copies of the proposed Unit Agreement for the Developnent
and (peration of the Jurnegan Point Unlt Area, Eddy County, Rew Mexico, and
hereby makes application for the approvel of said Unitc Agreement &s pro-
vided by law, and in support thereof siatess

1. That the proposcd uniti aresa covered by sald agreement enbraces

7,679.8% scres, more or less, more particulariy described as follcws:

EEW MEXICO PRINCIPAL MERIDIAN

Tomshiv 24 Soutu, Ranze 24 East

Sections 1, 12 amd 13 - All

Township 24 South, Range 25 East

Sections )‘;5 5, 6, 7, 8’ .)}
16, 17 and 18 - All

2. That of the lands embracsd within the proposed uvnit asea
7,152.84 acres are lands of the State of New Mexico and 520 acres are fee
or privately owned lands.

3. That application is being made for the deslgnation of said
unit aree and for the enproval of the form of seid Unit Agrecument by the
Cormissioner of Public Lands of the Siate of Rew Mexico.

4. That applicant is informed and believes, end uscon such informa-
tion and belief siates, that the proposed unit area contains all or substan-

tially all of the geolosleal features involved, and that in the event of the
discovery of oil or gas therzom, that said Unit Agrecrment will permit the
producing area to be developed and operated in the interest of conservation

and the prevention of waste cf the unitized sunstances.



5. That the California 01 Company (Standard Cil Company of
Texas Division), is designated es the Unlt Operator in said Unit Agreement,
and as such is given suihority under thc terna thereof to carr on all
operations neceasery for the development and operation of the unit eres
for oil and gas subject to all applicable laws and regulations. That said
Unit jgreemant provides for the drilling of ar initisl test weli to a depth
sufficient to test the Devonlan formation, but that aspplicant is not obli-
gated %0 drill said well, in any eveat, to a depth in excess of 12,000 feet,

6. That applicant believes that in the eveni oll or gas in paying
quantities i{s discovered on the lands within the unit arems, that the field
or ares can he developed more economically and efficiently under the terms
of ssid Unit Agreement, tc the end that the maximum recovery will be cbtained
of unitized subsztances, and ihat seid Urnit Agreement 4s in the interest of
conservation and prevention of waste as contemplated by the New Mexico Oil
Conservation Commission stetutes and reguletion.

7. That upon an order being entered by the New Mexico 0il) Conger-
vatlon Coammission approving said Unit Agreement, and afiter approval thereof
by the Commissioner of Public Lands of the State of New Mexico, an approved
copy will be filed with the New Mexicc 011 Conservatlon Ccumission.

WHEREPORE, the undersigned applicent respecifully raquests that a
hearing be held before an examiner on the matter of the approwal of said Unit
Agreement, and that upon said hearing, said Unit Agreement be approved by the
Kew Mexico 01l Conservation Commission as being in the interest of conservation
and the prevention of waste.

DATED this 2nd day of January, 16k,

Reazpectfully submitied,

CALIFORNIA OIL SOMPARY

By

Attorney in Pact

By

tiorney in Fact



DBEFORE THE OIL CONSERVATION COMMISSION.
STATE OF NEW MEXICO

APPLICATION FOR APPROVAL OF ;o T
JURNEGAN POINY UNIT AGREEMENT e
EDDY COUNTY, NEW MEXICO |

Xew Mexico 01l Conservation Commission
8anta Fe, New Mexico

Comes the undersigned, Celifornia 01l Company {Standard Oil
Company of Texas Division)}, with offices at Houston, Texas, and files
herewith three copies of the nroposed Unit Agreement for the Development
and Operation of the Jurnegan Point Unit Area, Eddy County, New Mexico, and
hereby makes application for the spproval of said Unit Agreement as pro-
vided by law, and in support thereof states:

1. That the proposed unit area covered by sald sgreement embraces
7,673.34 acres, more or less, more particularly described as followst

NEW MEXICO PRINCIPAL MERIDIAN

Townshiv 24 South, Range 24 East

Sections 1, 12 and 13 - All

Township 24 South, Range 25 East

Sections &, 5, 6, 7, 8, 9,
16, 17 and 18 - All

2. That of the lands embraced within the proposed unit area
T,159.84 acres are lands of the State of New Mexico and 520 acres are fee
or privately owned lands.

3. That appi.cation is being made for the designation of said
unit area and for the approval of the form of saild Unit Agreement by the
Cormissioner of Public Lands of the State of New Mexico.

., That applicant is informed and believes, end upon such informa-
tion and belief sitates, that the proposed unit area contains all or substan-
tially ell of the geological features involved, and that in the event of the
discovery of oil or gas thereon, that sald Unit Agreement will permit the
producing area to be developed and operated in the interest of conservation

and the preventlon of waste of the unitized substances.




5. That the Califorrnie 0il Coumpany (Standerd 01l Company of

Texas Division), {s designated ss the Unit Operator in sald Unit Agreement,

and as such is given asuihority under the terms lhereof to carry on all
operations necessary for the developmenti and operation of {the unit area
for oil and gas subject to all applicable laws end regulations. That said
Unit Agreement provides for the drilling of an initial test well ic a depth
sufficient to test the Devonian formation, but that applicant is not obli-
gated to drill said well, in any event, to a depth in excess of 12,000 feet.

6. That applicant believes that in the event oil or gas in paying
quantities is discovered cn the lands within the wnit area, that the field
or area can be developed more economicelly snd efficilently under the terms
of said Unit Agreement, to the end that the wmaximum recovery will be cbtained
of unitized substences, and that seid Unit Agreement 1s in the interest of
conservation and prevention of waste as contemplated by the New Mexico 0il
Conservation Commission statutes and regulation. |

7. That upon an order being entered by the New Mexico 01l Conser-
vation Commissicn approving said Unit Agreement, and after approval thereof
by the Commiszgioner of Public Lands of the State of New Mexico, an approved
copy will be filed with the New Mexico 0il Conservation Commission.

WHEREFORE, the undersigned spplicant respectfully requests that a
hearing be held before an examiner on the matter of the approval of said Unit
Agreement, and that upon said hearing, said Unit Agreement be approved by the
New Mexico 0Oil Conservation Commission as beingz in {ue interest of conservation
and the prevention of waste.

DATED this 2nd day of January, 1564,

Respectfully submitted,

CALIFORNIA OIL COMPANY

By

Attorney in Fact

By

Attorney in Fact



BUFORE THE OIL CONSERVATION COMMISSION
OF WHE STATE OF NEW MEXICO

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

 THE PURPOSE OF CONSIDERING:

CASE No. 2967
Order No. R=2641

- APPLICATION OF S7ANDARD OIL COMPANY

. OF TEXAS FOR APPROVAL OF THE JURNEGAN
. POINT UNIT AGREEMENT, EDDY COUNTY,

. NEW MEXICO.

ORDER OF THe COMMISESION

i ———

. BY_THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m, on

Januvary 22, 1964, at santa Fe, New Moxlco, kefors Examiner Elvis

A, Utz.

NOW, on this_ 24th day of January, 1964, the Commission,
a quorum being present, having considerad the tastimony, the
record, and the recommsndations of the 2Examiner, and being fully |
advigad in the premises, !

FINDS:

(1) Thet due public notice having been given as required

law, the Commission has jurisdiction of thia cause and the subjec

mattaer thereof.

(2) That the applicant, standard 01l Compeny of Texas,
geeks approval of the Jurnegan pPoint Unit Agreement covering
7,680 acres, more or less, of state and Fee land in Township
24 south, Ranges 24 and 25 Bast, HMPK, 38ddy County, HNew Mexico.

{3} That approval of the proposed Jurnegan PolLnt Unit
Agreemant will ia principle tend to promote the conservation of
oil and gas and the prevention of waste,

IT IS THEREFOXRE ORDERED:

(1) That the Jurnegan Point Unit Agreemant is hereby

: approved.,




~2-
CASE No. 2967
Crdar No., R-2641

(2) That the plan under which the unit area shall be opar-
,ated shall be embraced in the form of a unit agreement for the
development and coperation of the Jurnegan Point Unit Arez, and
. such plan shall bz known as the Jurnegan Point Unit Agreement
~ Plan,

(3) That the Jurnegan Point Unit Agreement plan is hereby

~ approved in principls as a proper conscrvation measures providsd,
howeverx, that notwithstanding any of the provisions contained in -
said unit agreement, this approval shall not be considered as
waiving or relinguishing, in any manner, any right, duty, or

" obligation which is now, or may hereafter ke, vested in the 0il

. Conservation Commission of New Mexico by law relative to the

. supervizion and control of operations for the exploration and

- development of any lands committed to the Jurnegan Point Unit,

, oxr ralative to the production of oil oxr gas therefrom.

(4) {a) “That the unit area shall bes

HEW MeXICO PRINCIPAL MERIDIAN

EDOY COUNTY, NaEW MEXICO
TOWNSHIP 24 SQUTH, RANGE 24 GAST
section 1t All
gaction 12: All
section 133 All

TOWNSHIP 24 SOUTH. RANGE 25 EAST
3ections 4 through 9: All ‘
sactions 16 through 18: Alld

. containing 7,680 acres, more or less.

; {b) ‘“hat the unit area may be enlarged or contracted
. as provided in said plan; provided, however, that administrative
“approval for expansion or contraction of thz unit area must also
“be obtained from the secretary-bDirector of the Commission.

{(5) That the unit operator shall file with the lommission
an executed original or executed counterpart of the Jurnegan Point
' Unit Agreement within 30 days after the effective date thexect.
' In the event of subsequent joinder by any party or expansion
. or contraction of the unit area, the unit operator shall file
. Wl th the Commission within 30 days thercafter counterparts of
"the unit agreement reflecting the subscription of those interests.
having joined or ratified. '



-
CASE No. 2967
ordaexr No. R-2641

(6) That this order shall become eifective upon the opprovdl
of said unit agresment by the Commissioner of public Lands for the
. cstate of New Mexico, and shall terminate ipgo facto upon the ter- |
‘mination of said unit agrcement. Thse last unit operator shall I
notify the Commission immediately in writing of such tarmination.;

! {(7) 4hat jurisdiction of this cause is retained for the
- entry of such further orders as the Commission may deem neces-
|sary.

g DONE &av .anta 2, Hew Mexico, on the day and year hersin-
;above designated.

STATE OF NsW MEXICO \
OLi, CONSERVATION COMMISSION

CAMPBELL, Chairman ;

E. 5. WALKER, Memb.?¢

@p@m

A, L. PORTE JX ., ‘am 2Y & secretary




CERTIFICATE OF APPROVAL

BY COMMISSIONER OF PURLIC LANDS, STATE OF NEW MEXICO

. - - 1. s
I RV AT T S SRR S A

EDSY Coaicin o Mo el 1o

SRER

There having been presented to the undersigned Commissioner of
Public Lands of the State of New Mexlico for examination, the attached
Agreement for the development and cperation of acreage which 1is
described within the attached Agreement, dated J:n1ovy 20, 1964 .
which has been executed or !s to be executed by parties owning and
holding oil and gas leases and royalty interests in .and under the
property described, and upcn examination of said Agreement, the Com-
missioner finds:

(a) That such agreement will tend to promote the
conservation of oil and gas and the better
utilizatlion of reservolir energy in sald area.

(b) That under the proposed agreement the State
of New Mexico will receive its fair share of
the recoverable oil or gas Iin place under its
lands in the area.

(c¢) That each beneficiary Institution of the State
of New Mexico will receive its fair and equi-
table share of the recoverable oil and gas
under lts lands within the area.

(d) That such agreement is in other respects rJor
the best interests of the state, with respect
to state lands,

NOW, THEREFORE, by virtue of the authority conferred upon me
under Sections 7-11-39, 7-11-440, 7-11=41, 7-11-b7, 7-11-48, New Mexico
Statutes Annotated 1953 Compilation, 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 sald Agreement, and any leases embracing
lands of the State of New Mexico within the area 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 terms and conditions
of sald Agreement. This approval is subject to all of the provisions
of the aforesald statutes.

IN WITNESS WHEREOF,”Lqis Certificaggﬁog gg?roval is executgg,
with seal affixed, this *%“%  4ay of s 19 ®%,

Commissioner of Puplic Lands
of the State of New Mexico
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DOLC e e

ATTEST:

WABRTOK, the pacties hereto hov

g4

pe—___t

Secravary

Date FEB ~ 7“3964

e exccented this agree-

fivst hereinabove written.

r
Artowney in Fact

P, 0. Pox 12h9
Tovshon. Texas T7COL

paaGress:

AERALE 08l & REPTE GG COMNPAMY

BY o e
Title)

Address: e e

e emarermit e et e o - R T—— D

e e i S T

Syl Ofl, COMPANY

By

R e
{Title)
DPAGTEBS Y o e e

e & e Pt &

GULF OIb CORFORATION

Jix .

~. [
ooorney in Fact

fddyess: e

SHELL OXL COMPANY

By
Autorney in Fact

Address: _

B:Y\// y

R. M. WILSON

ASSISTANT DIVISION MANAGER
tddress: Dox J& ¥

(Titie)

Mldleﬂd‘- 7?3( -

APPROVED AS
TO FORM ...




ATTEST: RENDFERKR DEVELOIPMENT COMPANY
By
Secretary (Title)
Address:
Date

Max M. Wilson

WL\L (oo YU 0/ iAarrn

STATE OF TEXAS I
1
COURTY OF HARRIS 1}

The foregolng instrument was ecknowledged before me this &d&y of %‘?,

196h, by V. L. TAYLOR and H. L. sMITH ~_, Attormeys in Fa
for California Oil Company, & California corporation, on behalf of saild carpors-
tion.

BARBARA ROBERTSON
Nolary Public in and for Marris County, Texas

My Commission Expires June 1, 1965

My Commission SXpiics

STATE OF J

g
COURTY CF I
The foregoing Instrument was acknowledged before me this day of __
196k, by ., of Humble 01l &
Refining Company, & corporation, on behal? of said corpora-
tion.

Rotary Public
My Commission Expires




STATE OF :

cogwry OF %
The foregoing instrument vas ackuowledged before me this  day of »
1964, by s e of Sun 0il
Company, & N corporation, on behelf of said corpovation.

T Yotary Public
My Commiselon xpires
STATE OF 4
govyrry o I
The foregoing instrumeunt was acknowledged hefore me this  day of 5
e, by , Attornay in Pact for Guif 0311 Corpovation, a

corpocation, on bLehali of zaid corporstion.

e At e i3 o R, St e @ e s

L

Ttiotary Pubiic T
My Commission Mxplrves
starg oF
coumtyY OF e 4
The foregoinz instrument was vcknowledged before me iais day of s
iz S
19%6h, by 5 Alboxney dn Fact Tor Shell 0il Company, a

corporation, or behalf of said corporaticn.

My Commission Expirss

5708 OF < Je o

—~ o

COURTY OF  bwpoe

Pl RS A

oo

The Toregoing igsirunent wes ackncwledged before me this ;73 day of E%M
196k, by ¢ )7; Lol te Lozenan_ _,ASSISTANT DIVISION MANAGER _ of Marathon Oil ;
Company, & 27 e = corporation, on behalf of said corxporation.

7\.9{1/;4\” d ; LR 2p—

otary Public

My Cormmission Bxpires

Notary Public in and for rior’s County, Texwr
My Commission Expires Junz 1, 1Suo

-k -
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My Cormissicn Exvires
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STATE OF _ SR

couney oF 7] 44

[T far a4

echrowledged batore

b

The foregoing instrument was scknowledged bafore me

196k, by Ralph Iowe and wife,

C ission Kxpires
myw FesT .
STATE OF

COURTY. OF

The foregoing instrument wag acinovledged be

Hilsom, < cod Sdliow 700

196k, by Mex M.

My Comnlsswon Expires

/bo¢7

STATE OF U

g
COUNTY OF i
The Foregolng instrument was

1964, by

((/}4 mz(_/&ov/&. .

e Lthis e

day o »

o i - g . s

of Redfern

. corporation, on behalf of said

S T TR A

“Notury ry “Public

(A

g >
oo & L A
e e T2 N I T e

Sted s

 Bee

lotary Tublic

C{J /écay of‘:%e a4% L

(,LZ—« ~

iy Couxmission Bxpires

Xotary fublice

Hotary Public
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T
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Date e o T e 17 P e RPRTC S i

ATTREST:

USRS e
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Date
T

ATTEST:

GRS [
Secwetery

Date

e

FEB — 7 1964

Date

the paviles ne

Lereinebove

serebo hnwve nweenbed this pEyYee-

wricien.

CAL. Cw/;a Q3T YO
C

By .

sy N Y XTI 70 Ao
ALtorndy in Fact
paaress: ©. 0. Box 1249
1700L

Houston. Texas

MRIKG COMPATYY
Biﬂ& Payne

I%U JL.A Ol_(.v 84 RE:.P

By ﬁéﬁéﬂ&

AGENT AND Amom&'-m (Title)
Address: __
BOX #1500 MDLAND TEXAS

e e

e

SUE CTL COMPANY

o Sy i
(Titie)

e e A e T puw——

fadress:

o s T e e T s e e

GULF OIL CORFORATLOR

~

BY R, v
Abooriey in Fact
pdaress:t L. .

'____,__.._.-.—;-'-"‘-‘_._.——-ﬂ-

e e
SHELL OIL COMPANY

B e
Aitorney in Fact

2adress:

P IR
mmm@ ONPARY
VZ R, M. WILSON
ASS STANT DIVISION MANAGERW ————-\
pddress: , ; ?ppa%vm is
e




ATTVGE: TEAREAIC PEVELOTHITT COMPARY
[ OROS E vrs e BY e e Y
Qoeoyetory (Ti 0 lej

Nate

ey e 8 e AT

e e et e T T —

“Redph Towe

B

//M/ 7/1 Aol

- e e

e
e M. Hilson

e e St T T T e R e et i e g T

STAVE OF TEKAS

o Vi\f:)m(

COUNTY OF HARRILS

The Loregoin% instrurent ves o2 KOt vledged pefore ni% Lnis 7d day of M_,

196k, bY L. TAYLOR _ and i b ssumddh Attorneys in Fa
for California o 0Ll Compeny, © ¢ Gali itornia corporaai on, on penalf of said corpora-
tion.

-~ BARBARA ROBERTSON

Notary Public in and for Harcis Countys Texas
MY Commission Expires June 1, 1965

My Commission Expires

e

STATE OF JTecosr ]

Pl Lase TS

COUNTY OF 2ftcamlipre

The foregoling instrument was acinowledged pefore we this J37% any 0f Jafssitszg=2
1664, by il R. Pagne . Agont And Atorncy: an-Fact. Of £ Rumble Oil &
. Reflning Company, corpoze.uion on bepalf of sald corpora-
_t*on.. .

a ___ Delaware . ——

My Commission n Expiret ARy SUE S f0?
My Commission Expires Jun® 1, 1965




1IN WATEESS WAERKOW, the pariics herele have exombed thlas agree-

e

mont as of the dsy oad drte Tivst hercinabove written.

CAVIFORETA OL QOMPANY
Attoraey in IFact

Date e By e

Atlorney in Fact

Address: P, 0. Rox 1249
Houston, Texas TTo0N

ALTEST:

Secretavy {Tit1e)

Date

A D et

ATREST: SUn 011, COMIPANY

* 2

. By

e Tt s = o e o R At A s & R e g em T

(T1%1e)

Aavess:

s e i e v g

Date

F=TS Becvetary Attorey dn Fact %
I 1o Address: Pp_f) BAY 1922
Lohinia 83201

Dute T R FPATAE

L aF R ety aand

ATTEST: SHELY, OIT, COMPANY

- - <y © e e

Secretery Attorney in Fact

Date ’ o

HARATHON OIL COMPANY

By __

(Title)
Address:

-——

Dste




STATE OF ) 8

COUNTY OF

The foregoing instrument was acknowledged befiyre me this  day of

1964, by

Company, o

My Commingion Fxpires

sraTy ow B

COouNryY o

et i e £ e S g B e e

e e £ L e s e e e T s 1 o o At

s

corpovation, on behalf of said corporvation.

b

of Sun 0il

" Nokary Puvlic

The foregolng INSUrLLent gas acknowledged before me this 2 day of  J.ooo .

19611-; ,}}&' Sk

I
a7

, Attoroey in Fact for Gulf 041 Corporation,

T T T T corporation, on beball of seid corpovation.

My Comnission Explees

My Comroecs LAs s

STATE OF

N O o o e e Sen P L st

o xR ik

COUNLY OF

e e e e s

é{;’_;h ) } I (‘.,E

Hotary Publ ¥

LA

The foregoing instrument vas scknowledged before me this day of 5

1961‘?) by _

Hy Commisision Bxpires

STATE OF _

COURTY OF

, Attorney in Fact for Shell 0il Conpany, &

corporation, on behalf of sald coxporation.

e e e e

i T e
Koy & vhlle

The foregoing instruwent wae acknovledged before me this dsy of R

A 196k, by

’d

of Marathon 01l

Campany, 3

My Cormmission Expires

-

“Eorporation, on behal? of said corporation.

lotary Public
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A DIVISION DF CALIFORNIA O1L COMPANY

P. O, Box 1837
Roswell, New Maxico

Jrou-ry 15, 1964

G20L0GIC L IXPORT
JURERG N POINT ARRA
244y Comty, Bew Mexioo

The Jurpegsn Point Unit {s proposed to provids for ev:lution
of = losol ~nom:ly 2long : sortbwest -southe st trerding structuwr:) ridge.
The Jursegau Point ridge ~ppecrs to parallel the Bu:pache Nonocliwe, -
wouiaemt swri+0e strectury lgsested 12 uiles ¢o the vest, The two feu -
tures are belisved to be gmmetie~lly relnted, both resulting from Wolf-
cmpi g tectomism, Strustwr~]l evidemoes for the Jurneg:n Point trend -re
rogion:l subsurf-oe comtours of the Biluro-Devoni:n str-t: -nd the re-
vsiling grovity axis in the iamedi-te are: .,

Iterpret tion of seri-l photographs reverls o “nticlin-l
spowaly loerlly coimeidsat with the ecrest of the 8iluwro-Devonion sub-
surfaee fosture. lthough sy swriroe folds are evident in the gemerel
aren, most 2re due to drspe over Guadalupi-sm resfs. The Jurneg i Point
surfnee snticline i3 belisved €0 De » v:lid iuference of desp structure
boecuse 1t trends in & direction differing from that of the Copitan Reef
somplex. It is sugagestive of » Buttross aromd wvhich these late Peraiqn
age veefs grew, forming n preminenes vhich extemded inmto the Dol:swere
P=sin.

The proposed umit outlime 1g designed to emeompiss ths surfuce
feature, to loeaste within the postul-ted subsurface anom:ly, =nd to in-
corporste the rxis of the locsl grovity maximam.

The primery strotigr-phie objective in the zres ts the porous,
fractured Silure-Devoninm carbomote sectiom, with «ddition:]l zomes of
inserest provided Wy Pemasylvzai:n ad lower Ferai:m roeks. 3ufficient
wvell coutraol exists to {ndicste that = 12.000 foot test will =dgqu tely
sv=luste the primary oblestive.

L /
,,./ 7 >"_)
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DRAFT

JMD/esr

BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

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

CASE No. 2967

order No. R~ iQ’égéé///

APPILICATION OF STANDARD OIL COMPANY
OF TEXAS FOR APPROVAL OF THE JURNEGAN
POINT UNIT AGREEMENT, COUNTY,
NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSI

This cause came on for hearing at 9 o'clock a.m. on
January 22 | 19 64, at Santa Fe,

New Mexico, beforeExamlner Elv1s A. Jtz,

NOW, on this day of _ January . 1964 , the Commission,
a quorum being present, having considered the appdoabago X xixier testimony,

the record, swddencecaddooadx and the recommendations of the Examiner,
and being fully advised in the premises,

FINDS:

(1} That due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the subject

matter thereof. .

(2) That the applicant, Standard 0il Company of Texas, seeks
approval of the Jurnegan Point Unit Agreement covering 7, 680 acres,

more or less, of State and Fee land in Township 24 South, Ranges 24

and 25 East, NMPM, Eddy County, New Mexico.
(3) That approval of the proposed Jurnegan Point Unit Agree-

ment will in principle tend to promote the conservation of oil and

gas and the prevention of waste.

IT IS THEREFORE ORDERED:

(1) That the Jurnegan Point Unit Agreement is hereby approved.
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{(2) That the plan under which the unit area shall be oper-

~ated shall be embraced in the form of a unit agreement for the
1%development and operation of the Jurnegan Point Unit Area, and
'ésuch plan shall be known as the Jurnegan Point Unit Agreement

© Plan.

(3) That the Jurnegan Point Unit Agreement Plan is hereby

?ﬁapproved in principle as a proper conservation measure; provided,E

E{however, that notwithstanding any of the provisions contained in
'said unit agreement, this approval shall not be considered as
lwaiving or relinguishing, in any manner, any right, duty, or
obligation which is now, or may hereafter be, vested in the 0Oil
&Conservation Commission of New Mexico by law relative to the

.

supervision and control of operations for the exploration and

development of any lands committed to the Jurnegan Point Unit,
or relative to the production of oil or gas therefrom.
| (4) {(a; That the unit area shall be:

NEW MEXICO PRINCIPAL: MERIDIAN

EDDY COUNTY, NEW MEXICO

Toisrnstegy 25 Lo, By 2 7 Cadt ™
WV SRRV 4
v sa’alf
nw 134U

ig‘;zuwvw»JLT;,527/(;hh45( éhﬁsgg.l.sl-fzvyg—n
(o ¥ Posmgh § 1 R
Oealons. 16 Torgh (8: 2U

l{containing 7,680 acres, more or less.

|
i
j (b) That the unit area may be enlarged or contracted
i

i

fas provided in said plan; provided, however, that administrative
.approval for expansion or contraction of the unit area must also

ﬁbe obtained from the Secretary-Director of the Commission.

(5) That the unit operator shall file with the Commission

§

+an executed original or executed counterpart of the JSurnegan Point
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‘fUnit Agreement within 30 days after the effective date thereof.
‘iIn the event of subseqguent joinder by any party or expansion

zzor contraction of the unit area, the unit operator shall file witﬁ
{the Commission within 30 days thereafter counterparts of the unitz

- agreement reflecting the subscription of thosze interests having

| joined or ratified. !
J i

{6) That this order shall become effective upnon the approvél

i i
ﬁof said unit agreement by the Commissioner of Public Lands for thqg
i !
!State of New Mexico, and shall terminate ips¢o facto upon the ter-

gmination of said vnit agreement. The last unit operator shall

i :
'notify the Commission immediately in writing of such termination.

I

% {(7) That jurisdiction of this cause is retained for the

lentry of such further orders as the Commission may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year herein-
above designated.
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UNIT OFeRALING AGREEMENT
FOR THE JURNEGAN POINT UNIT AREA
EDDY COUNTY, NEW MEXICO

THIS ACREEMENT, made and enterad intc this 20th day of January, 1964,
by and tetween CALIFORNIA OIL COMPANY, a California corporation, with offices
in Houston, Texas, hereinaf ter referred to as "Unit Operator”, and such other
vorking interest owners who may subscribe to this agreement who may have
working interests subject to the Unit Agreement for the Development and Opsration
of the Jurnegan Point Unit Area, which sald parties are hereinafter referred to

as "Working Interest Owners" or sometimes as the "parties hereto®,

WITNESSETH:

WHERFZAS, the parties hereto have concurrently herewith as of the date
hereof, entered into a certain Unit Agregment ior the Development and Operation
of the Jurnegan Point Unit Area, which is hereinafter referred to as "Unit
Agreement”, embracing lands situated in Eddy County, Statr of New Mexico,
described as follows and hereinafter referred to as the “Unit ar «':

T-2i-§, R-2k-E, NMPM

All of Secticns 1, 12 and 13

T-2h-~8, R-25-FE, M¥MPM

All of Sections 4, 5, 6, 7, 8, 9, 16, 17 and 1&
Comprising 7,679.84 acres, more or less.

VHEREAS, California 0il Cowmpany {Standard 0il Ccrpany of Texas Division)
has been designated as the Urnit Operator under the terms of said Unit Agreement,
and iz also a Working Interest Owner under said Unit Agreement and enters into
this agreement in both capacities; and

WHEREAS, the undersigned Vcorking Interest Owners have committed certain
0il and gas leasehold interests to said Unit Agreement which are to be subject
to the terms and conditions ihereof, and enter into this 27:went pursvant to
the provisions of the Unit ALgreement.

0%, THEREFORE, it iz nmutually agreed between the parties herewo as
follows:

1. UNIT OPERATOR AND EMPLOYEES: California Oil Company (Standard 0il

Company of Texas Division) the party hereto named as Unit Operator of the



URIT OFeRATING AGRUEMENT
¥FOR THE JURNEGAN POINT UNIT AREA
EDPDY COUNTY, NEW MEXICO

THIS AGREEMENT, made and cntered inuvc this 20th day of Jamaary, 196L,
by and between CALIFORNIA OIL COMPANY, a Cslifornia corporation, with offices
in Houston, Texas, hercinaf ter referred to as "Unit Operator", and such other
working interest owners who ma2y subscribe to this agreenment who may have
working interests subject to the Unit Agreement for the Development and Operation
of the Jurnegan Point Unit Area, which -ald parties are hereinafter referred to

as "Working Interest Owners' or sometimes as the "parties herets™,

WITNESESETH:

WHEREAS, the varties heretc have concurrently herewith as of the date
hereof, entered into a certain Unit Agregment for ihe Development and Operation
of the Jurnegan Point Unit Area, which is hereinafter referred to as "Unit
Agreement"”, embracing lands situated in Eddy County, State of New Mexico,

Mew ",

described as follows and hereinafter referr=d to as the Unit Area

T-24-5, R-2b-E, WMEM

All of Sections 1, 12 and 13

T-24-8, R-25-E, IMPY

A1l of Sections 4, 5, 6, 7, 8, 9, 16, 17 and 18
Comprising 7,679.8% acres, more or less.

WHEREAS, California 0il Company (Standard 0il Company of Texas Division)
has bteen designated as ths Unit Operator under the terms of said Unit Agreenment,
and is also a Working Interest Ouner under said Unit Agreement and enters into
this agreement in both capacities; and

WHEREAS, the undersigned Working Interest Ouners have commnitted certain
0il and gas leasehold interests to said Unit Agreement which are to be subjlect
to the terms arnd conditions thereof, and enter into this 27 .:wnt pursuvant to
the provisions of the Unit Agreement.

NOW, THEREFORE, it is mutually agresed between the parties hereto as
follows:

1. UNIT OPERATOR AND EMPIOYEES: Californies 0il Company (Stardard 0il

Company of Texas -Division) the party hereto namzd as Unit Operator of the
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Unit Area under the provisions of the Unit Agreement, or its duly appointed
successor Unit Operator, shall have the exclusive right tc develop and op-
erate the Unit Area subjact to the provisions of this agreement and the Unit
Agreement. All individuals employed by Unit Operator in the conduct of
operations hereunder shall be the employees of Unit Operator alone and their
working hours, rates of compensation and all other matters relating to thair
employment shall be determined solely by Unit Operator,

2. UNIT OPERATOR - DUTIES: Unit Operator shall in the conduct of

operations hereunder:

(a) Consult freely with Working Interest Owners concerning unit operations,
and keep Working Interest Owners informed of all matters arising during
the operation of the Unit Area which Unit Operator, in the exercise of
its best Jjudgment, considers important;

(b) Keep full and accurate records of all costs incurred and controllable
materials and equipment, which records, receipts and vouchers in support
thereof, shall be available for inspection by authorized representatives
of the Working Interest Owners at reasonable intervals during usual busi-
ness hours, st the office of the Unit Operator;

(c) Permit each of the Working Interest Owners, through its duly authorized
representatives, but at its sole risk and expense, to have access to
the Unit Area at ali times, and to the derrick floor of each well drilled
or being drilled hersunder, for the purpose of observing operations con-
ducted hereunder and inspecting jointly owned materials, equipment and
other property, and to have access at reasonable times to information and
data in the possession of Unit Operator concerning the Unit Area;

(d) TFurnish to each of the other parties coples of all drilling reports, well
logs, basic engineering data, tank tables, gauge reports and run tickets,
and reports of stock on hand at the first of each month, if available,
and samples of cores or cuttings taken from wells drilled hereunder, con-
tainers therefor to be furnished by the party requesting such samples;

(e) Upon request, furnish copies of its "Authority for Expenditures" for eny
single project costing in excess of Five Thousand snd No/100 Dollars
($5,000.00).

- (f) Comply with the terms and conditions of the Unit Agreement and all appli-
cable Federal and State laws and regulations;

(g) Keep the land in the Unit Area free from liens and encumbrances occasioned
by 1ts operations, except such liens as the Working Interest Owners elect
to contest, and save only the lien granted the Unit Operator under this
agresement.

3. UNIT OPERATOR - RESTRICTIONS: The Unit Operator shall nov do

any of the following things without the consent orf the Working Interest Owners

obtained as herein provided:

(a) Locate, drill, deepen, or plug buck or rework any well or let any contract
therefor. The approval by Working Intereat Owners of the drilling, deepen=
ing, plugging back, or reworking of any well shall be construed to mean
and include the approval of any necessary expenditures for the drilling,
deepening, reworking or plugging back, snd completing and equipping of




such well, including the necessary linea, separators and necessary tankage
if & producer, and if & dry hole, the plugging and abandonment thereof,
except as otherwise provided herein;

(b) Make any expenditures in excess of Five Thousand Dollars {$5,000) for any
single item; provided, however, in casae of blowout, explosion, fire, flood
or other emergency, Unit Oporator may take such steps end incur such ex-
pense as, in its opinion, are required to deal with the emergency and to
safeguard life and property;

(¢) Make any partisl relinquishment of the rights of the Unit Operator;

(d) Abandon any well or wells or dispose of any major items of surplus material
or equipment other than Jjunk, having an original coast of One Thousand Five
Hundred Dollars ($1,500) or more (eny such item or items of less cost may
be disposed of without such approval), except as may otherwise be provided
herein;

(e) Enter in*to any plans for development of the Unit Area;

{(f) Drill or sbandon any injection wells or convert any well into an injection
well;

(g) Determine whether to drill a demanded offset well or pay compensatory
royalty;

(h) Make any arrangements for repressuring, cycling or pressure maintenance,
or change the existing method of operationj

(1) Revise Exhibit A or B;

(3) Complete the first well on the Unit Area at a shallower depth as permitted
in Bection 8 of the Unit Agreement without the consent of all Working
Interest Owners.

Subject to the provisions hereof, Unit Operator shall have full con-
trol of the premises subJected hereto and shall corduct and mansge the develop-
ment and operatioﬁ of unitized lands for the production of unitized substances
therefrom for the account of the parties hereto.

., UNIT OPERATOR - LIABILITIES: In the conduct of operations here-

under Unit Operator shall be obligated to use only the care and diligence cus-
tomarily exerclised by a prudent operator in the area in which said lands are
located, and Unit Operator shall not be 1iisble for the result of any error of
Judgment or for the loss of or damage to any Joint property not resulting
from the gress negligence or willful misconduct of Unit Operator or its em-
ployees bu§ Unit Operator shall be solely responsible to third parties for
its gross negligence or willful misconduct. Unit Operator shall not be re-
sponsible for the neglect or default of any drilling contréctor or other
independent contractor engaged by Unit Operator in operations hereunder.

5. SUFPERVISION BY AND CONSENT OF WORKING INTEREST OWNERS: Work-

ing Interest Owners shall exercise overall supervisicn and control of all

matters pertaining to operations hereunder and the Unit Agreement. In the




exercigse of such authority, each Working Interest Owner shall act solely in

its own behalf in the capacity of an individual owner and not on behalf of

the owners as an entirety. The matters with respect to which the Working

Interest Owners shall decide and take action shall include, but not be

limited to, the following:

(a) To determine the extent of drilling operations and development to be
carried on by the Unit Cperator, including the approval or disapproval
of the contemplated drilling, deepening, plugging back, reconditioning,
abandonment or the use to be made of any well or wells.

(b) To pass upon and approve or disapprove a&ll costs and estimates of costs
and any proposed expendifure by the Unit Operator in excess of Five
Thousand Dollars {$5,000).

(¢) To determine the kind, character and method of operation and develop-
ment of the Unit Area.

(d) To pass upon, approve or disapprove the purchase, sale or other dis-
posel of materials and equipment by the Unit Operator otherwise than
in the normal course of approved operations.

(e) To approve and authorize the sale or other disposal of surplus material
or equipment, other than Junk, having an original cost of Cne Thousand
Five Hundred Dollars ($1,500) or more. (Any such item of less cost may
be disposed of without such approval.)

(f) To appoint such committees as it may deem proper and requisite, as for
example, an advisory committee, legal committee, or engineering com-
mittee.

(g) To approve or disapprove any proposed plan of development or operation
or amendment thereof required to be submitted to any regulatory body
having jurisdiction over the subject matter thereof.

(h) To approve of disapprove any proposed expenditures for expert techni-
cal advice, including any extra services rendered by the Unit Opera-
tor's technical staff, not contemplated by the provisions of the Ac-
counting Procedure hereto atitached, marked Exhibit "C" and not covered
by the overhead charges therein authorized.

(i) Tne abandonment of operations and dissolution of the Unit.

(J) To consult with the Unit Operator on all mattera pertaining to the
duties and functions of the Unit Operator.

Each Working Interest Owner shall in writing inform Unit Operator
of the names and addresses of the representative and alternate who are suthor-
ized to represent and bind such Working Interest Owner with respect to Unit
Operations. The representative or alternate may be changed from time to time
by written notice to Unit Operator.

All meetings of Working Interest Owners shall be called by Unit
Operator upon its own motion or at the request of one or more Working Inter-

est Uwners having a total voting interest of not less than ten rercent (10%).




No meeting shall be called on less than fourteen (1h) days' advance written
notice, with agenda for the mecting attached. Horktng Interest Owners who
attend the meeting shall not be prevented from amending items included in
the agenda or from deciding the mmended item or other items presented at
the meeting, provided that any such smendments or new items may not be
voted on except by letter ballot if they would resuit in expenditures of
more than Ten Thousand Dollars ($10,000). The represantstive of Unit Opera-
tor shall be chairman of esach meeting.

Except in those cases where the congent of all Working Interest
Owners is necesnary with renpact to any proposnal; and except in those cases
where a proposal may be approved by less than all of the Working Interest
Ownersg by an affimmative vote of a spocifled parcentage of voting interest
different from that specified in thls section, the Working Interest Owners
shall decide all such matters by an affirmative vote of more than fifly
percent (50%) voting interest; provided that should any one Working Inter-
est Owner have fifty percant (50%) or more voting interest, its vote must
be supported by tha vote of one or more Working Interest Owners having a
combined vote of at least five percent (5%).

The "voting interest" of any Working Interest Owner ghall be the
fraction, expressed in percentage, calculéted by dividing such Owner's
leasehold interest on an acreage basis in the Unit Aree by the total num-
ber of leasehold scres committed to the Unit Agreement.

Any Working Interest Owner who s not represented et a meeting
may vofe by letter or telegram addressed to the vepresentative of the Un*”
Operator if its vote 18 received prior to the vote on the item but such
vote by letter or telegram shall ke valid only for ltems included in the
agendsa for the meeiing that have not been amended at the meeting.

Working Interest Owners may vots on and decjde, by letter or tele-
gram, any matter submitted in writing to Working Interest Owners, if no meet-
ing is requeated, within seven (7) dnys aftcr proposal is sent to Working
Interest Owners, Unit Operator will give prewpt nobice of the results of
the voting to nll Working Interest Ownera,

6. COST OF OFERATIONS: he nctual conts of the Unit Operator of

performing its obligmtlons as Unit Operator usreunder ghall be apportioned




among the Working Interest Owners in proportion to their lease ownership in

the Unit Area on an ncreage basis and shall be pnid by the several Working
; Interest Owners aa herein provided. The cost of other separate operations
shall likewise be separately kept and charged to the Working Interest Owners
affected. All materials, equipment and other property, whether real or per-
sonal, charged as a part of the cost of operations hereunder shall be owned
by the Working Interest Owners in {he seme proportion that they were charged
therefor. All such costs, expenses, credits and related matters and the
method of handiing the accounting with respsct thereto shall be in accord-
ance with the provisions of the Accountiig Procedure attached hereto, and
made a part hercof and marked Exhibit "C".

In the event of any confliet between the provisliong contained either
in the body of this instrument or in the Unit Agreement or in the Accounting
Procedure; the provisiona of the Unit Agreement shall govern to the extent of
such conflict. In the event of any conflict between the provisions contained
in the body of this instrument and those contained in the Accounting Procedure,
the provisions in the body of this instrument shall govern. The term "Opera-

tor” as used in Exhibit "C" shall be deemed to refer to the Unit Operator, and

the term "Non-Operators” as used in Exhibit "C" shall be deemed to refer to

I R Py

the other Working Interest Gwmers herein.

T. OFERATOR'S LIEN: Unit Operator is hereby granted a prior lien
on the rights and interest of each Working Interest Owner in the Unit Area and
such Working Interest Owner's interest in the unitized subétances, and its inter-
est in the meterial and equipment thereon purchased for operations on the
Unit Area, to secure the payment of its proportionate part of the said costs
and expenses. ohould any Working Interest Cwner fall to pay its proportion-
ate part of said costs and expenses within thirty (30) days after being
billed the-efor as provided in the referred to Accounting Procedure, Exhibit
“C", Unit Operator shall have the right at its option at any time thereafter,
such default continuing, to foreclose saejid lien on the respective interest
of such Working Interest Owners. In lieu of or in addition to such remedy,
the parties hereto sgree that in the event of dafault, except in cases of
s hena fide dispute, the Unit Operator may notify the purchaser of the de~

faulting party's share of unitizsd substances (the purchaser not to be b“ound




by the provisions thereof unless so notified} and such purchaser shall pay all
proceeds accruing on account thereof to Unit Operator until said obligation is
! extinguished without any liability to the defavlting party. In lieu of or in
addition to the remedy above apacificd for avch defsult, Unit Operator may
have any other remedy afforded by law or equity against the defaulting party ’
for such default. Each party hereto agreecs, at any time when it shall be in
arresrs in payment hereunder, but enly in such event, to execute upon request,
such additicnal ingtruments ag are necessary or desired to further evidence
such lien and to provide for the prior discharge thereof.

Likewise, 1l Working Interest Owners are hereby granted a prior
lien on the rights and interasts of the Unit Operator as a Working Interest
Owner in the Unit Area and unitized substances and upon the interest of the
Unit Operator in all materials and equipwent to secure the payment of any
amounts which may become due and owing hereunder from Unit Operator to any
of the Working Interest Owners, which lien shall be subject to sll of the
terms and conditiong provided for in the preceding paragraph.

8. ADVANCES: Unit Uperator, at its election, may require each

Working Interest Owner hereto to advance iis respective portion of development

costs hereunder in accordance with an estimate by Unit Operator to be made not

L

less than ten (10) days in advance of the month in which the costs and expenses
are to be incurred. If any party fails to pay 1ts share of said estimate
within thirty (30) days after receipt of said estimate, the amount due shall
bear interest at the rate of six percent (6%) per annum‘from the date of ex-
penditure until paid. Adjustment between estimeataes and actual costs shall
be made by the Unit Operator at the close of each calendar month and the
accounts of the Working Interest Owners adjusted accordingly.

As soon as practical after the effective date hereof, Working Inter-
a2st Owners, acting in conjunction with the Unit Operator, shall prepare a
budget of estimated costs to be incurred hersunder for the remainder of the
calendar year and on or before the first day of each December shall prepare
a budget of estimated costs by quarterly periods. Unless otherwise speci-
fied in the budget, it shall be presumed for the purpose of advance billliings
as aforesaid, that the estimated costs for ench month of a quarterly period

shall be one~third {(1/3) of the estimate for the auarterly period. Budgets
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by the provisions thereof unless so notified) and such purchaser shall pay all

proceeds eccruing on account thereof to linjt Opevator until said obligation 1is

extingulshed without any liability to the defaulting party. In lieu of or in

addition to the remedy above apecificd for such defauli, Unit Operator msy

have any other remedy afforded by law or equity against the defaulting party /
for such default. Each party hereto agrees, at any time when it shall be in

arrears in payment hereunder, but only in such event, to execute upon request,

such additional instruments as are necessary or desired to further evidence

such lien and to provide for the prior discharge thereof,

Iikewise, all Working Interest Owners are hereby granted a prior
ilen on the rights and interests of the Unit Operator as a Working Interest
Ovner in the Unit Area and unitized substances and upon the interest of the
Unit Operator in all materials and equipment to secure the payment of any
amounts which may become due and owing hersunder from Unit Operator to any
of the Working Interest Owners, which lien shall be subject to all of the
terms and conditions provided for in the preceding paragraph.

8. ADVANCES: Unit Operator, at its election, may require each

Working Interest Owner hereto to advance its respective portion of development
costs hereunder in sccordance with an estimate by Unit Operator to be made not
less than ten (10).days in advance of the month in which the costs and expenses
are to be incurred. If any party falls to pay its share of sald estimate
within thirty (30) days after receipt of said estimate, the amount due shall
bear interest at the rate of six percert (6%) per annum‘from the date of ex-
penditure until paid. Adjustment between estimates and actual costs shall

be made by the Unit Operator at the close of each cslendar month and the
accounts of the Working Interest Owners adJjusted sccordingly.

As soon as practical after the effective date hereof, Working Inter-
est Owners, acting in conjunction with the Unit Operator, shall prepare =a
budget of estimated costs to be incurred hereunder for the remainder of the
calendar year and on or before the first dsy of each December shall prepare
a budget of estimated costs by quarterly perlods. Unless otherwlse speci-
fied in the budget, 1t shall be presum.d for the purpose of advance billings
as aforesald, that the estimated costs for each month of a quarterly peried

shall be one-third (1/3) of the estimate for the aquarterly period. Budgets




go prepared shall be estimates only and shall be corrected from time to time
by Unlt Operator if it shall appear that an adjustment or corrention 1s proper.
A copy of esch such budget and adjuated budget shall be promptly furnished
each Working Interest Owner,

9. TAXES: The jointly owned personal property shall be rendered
by Unit Operator for ad velorem taxes to the extent the same are taxable.
Unit Operator shall pay all such ad valorem taxes lawfully assessed against
said properties and all such amcunts so paid by Unit Operator shasll be charged
o the Jjoint account of the paitieso ®ach Working Interest Owner shall pay or
cause to be paid all production, severance, gathering or other direct taxes
and assessments lawfully imposed upon or on account of the production or han-
dling of its share of unitized substances.

10. INSURANCE: Unit Operator shall purchase or provide the follow-

ing insurance with respect to operations hereunder:

(1) Workmen's Compensation and Employers Iiability Insurance to cover full
liebility in accordance with the laws of the State of New Mexico;

(2) General Public Liability Insurance with limits of not less than
$100,000 applicable to bodily injury, sicknesa or death of any one
rerson in any onme accident and $300,000 for more thaun one person;

{3) Automobile Public Liability Insurance, including non-ownership and
. hired cars; with limits of not less than:

Bodily Injuries - $100,000 - one person
- $300,000 ~ one accident.

All premiums for insurance coverage above described shall be in-
¢luded in operating costs hereunder and apportioned between Yorking Inter-
est Owners accordingly. However, premiums for Automobile Public Liability
Insurance on Unit Operstor's fully owned squipment shall not be charged
or apportioned directly but will instead be covered by the charges assessed
by Unit Operator for the use of such ecuipment under the provisions of .
Axrticle IXI, paragraph S of Fxhibit "C". Unit Operator shall require all
of its contractors to carry insurance to comply with tﬁe laws of the State
cf New Mexico and, in addition, such reasonable amounis of public liability
and property damage insurance es 1t may deem edvisable.

Except as provided in Section I hereof, all damage or injury to
any property neld, controlled or operated by Unit Opsrator for the Joint

account of the parties hercto, shaell be borne by the parties hereto in



proportion to their interest tierein at the time of such damage or injury.
Except as provided in Section 4 hereof the liabilicy, if any, of the par-
ties hereto and damages for claims growing out of personal injury to, or
death of, third persons or injury to, or destruction of, property of third
persons resulting from any operations conducted hereurnder, shall be borne
in proportion to the interest of the parties in the operation which caused
such damage, personal injury, death or destruction, and each party indi-
vidually may acquire such insurance as it deems proper to protect itself
against such claim. Unit Operator shall not be obligated to provide

fire, windstorm, explosion or other forms of insurance for the joint ac-
count of the parties hereto. Unit Operator shall promptly advise all
Working Interest Owners of any lcss of or damage to any jointly owned

property or to property of third persons.

11. INITTAL TEST WELL AND OTHER WELLS: Unit Operator is hereby

authorized to drill the initial iest well within the time, in the manner,
and to the depth as specified in the Unit Agreement. 1In the event tha
test well proves to be & dry hole or a well not capable of producing uni-
tized substances in paying quentities, the same shall be plugged and
abandoned and, in such event, Unit Operator shall make a diligent effort
to salvage as much of the casing equipment and other materials used in
the drilling of such well as may prove economically feasible and for the

account of the parties who initially peid the cost thereof.

All costs incurred by Unit Operator by reason of drilling the
initial test well to the Devonian formation, or 12,000 feet or to such
lesser depth required for the initial test well as set out in Section 8
of the Unit Agreement, and completing into tanks, if productive, or
plugging and abandoning if dry, shall be borne by all Working Interest

Owners in the following proportions:




California 38.53753%

Gulf 5.73110%
Redfern 520844
Marathon 20.33165%
Ralph Lowe 5.19672%
Shell 11.45155%
Sun STIEOT% N 14 S 2 P{
Humble 13.03256%
100.00000%

All of the percentages set out above for each party are based on the assump-
tion that 81l tracts described in Exhibit B of the Unit Agreement will con-
stitute the Unit Ares prior to commencement of actual drilling operations
hereunder but if one or more tracts do not constitute a part of the Unit
Area prior to such commencement, all of the above percentage figures shall

be recalculated accordingly.

Without the consent of all Working Interest Owners, no well shall
be drilled on the Unit Area for the joint account of all parties, except
the initial test well provided for in the Unit Agreement, and no well shall
be reworked, plugged back or deepensd for the joint account of all parties
without such consent. If the consent of all Working Interest Cwners to
any such operation is not cobtained, the work shall be parformed under the

provisions hereof providing for Operations by less Than All Parties.

12. MODIFICATION OF DRILLING REQUIREMENTS OF UNIT AGREEMENT:

Unit Operator may apply for and obtain a modification of the drilling re-
guirements of said Unit Agreement or an extension or extensions of time
within which to comply iherewith as provided by the terms of said Unit
Agreement and any such application or applications may be made without
the consent of any of the Working Interest Owners subscribing thereto but
Unit Operator shall promptly notify all Working Interest Owners of any
request for such modification or extension. Provided, however, with re-
spect to the initial test well, no application for extension of time in
excess of sixty {69) days shall be made without the consent of all Work-

ing Interest Owners.

13. WELL CONTRACTS: All wells drilled in the Unit Area by Unit
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Operstor after the effective date of thile agreement ushall be drilled on a
competitive contract bacis at not to exceed the usual rates prevailing iu
the region of the Unit Aree. Unit Operator, if it so desires, may employ
its own tools and equipment $in the drilling of such wells but in such event,
the charge therefor shall not exceed the competitive prevailing rate charged
by independent contractors doing work of a similar na§ure and the work shell
be performed by Unit Operator under the same terms and conditions as shall
be customary and ususl in the fleld in contracts of independent contractors
who are doing work of a simller nature., If the parties who are to partici-
pate in the cost of drilling sny well are unable to m;tually agree on the
competitive contrect price, Unit Operator shell obtaln bids from at least
three responsible drilling contractors who are xeady, able and willing to
drill a well of the type contemplated by the partice heretc on lease

acreage covered hereby; snd ssld competitive contract price shall be the
lowest acceptable bid received which will resuit in the most economical
drilling of sajd well,

1h. OPERATIONS BY LESS THAN ALL PARTIES: If all the parties

hereto cannot mutually egree upon the drilling of any well on the Unit
Area, other than the initial test well provided for in the Unit Agreement,
or upon the reworking, deepening or plugging back of a dry hole drilled
at the Joint expense of all parties or a well Jointly owned by all the
parties and not then producing in paying quantities on the Unit Area, any
party or parties wishing to drill, rework, deepen or plug back such a well
nay give the other parties written notice of the proposed operation,
specifying the work to be performed, the location, proposed depth, objec-
tive formation and the estimated cost of the operation. The parties re-
ceiving such a notice shall have thirty (30) days (except as to reworking,
plugging back or drilling deeper, where a drilling rig 1s on location, the
period shall be limited to forty-eight (48) hours exclusive of Saturday,
Sunday, or & holiday) aftér receipt of the notice within which to notify
the parties wishing to dé the work whether they elect to participate in
the cost of the proposed operation. Fallure of a party receiving such a
novice to 80 reply to it within the preriod above Tixed shall constitute

an election by in=% party not to participate in the cost of the proposed

operation.

- 31 -



If any party receliving such a notice elects pot to participate in
the proposed operation (such party or parties being hereafter referred to as
"Non-Consenting Pacty"™), then in order to be entitled to the benefits of
this section, the party or parties giving the notice and such other parties
as shall elect to participate in the operation (211 such parties being here-
after referred to as the "Consenting Parties") shall., within thirty (30) ‘
days after the expiration of the notice period of thirty (30) days (or as
promptly as possible after the expiration of the 48-hour period where the
drilling rig is on location, as the case may be) actually commence work on
the proposed operation and complete it with due diligence.

The entire cost and risk of conducting such operations shall be
borne by the Consenting Parties in the proportions that their respective
participating interests in the Unit Area bear to the total interests of all
Consenting Pertiea. Consenting Parties shall keep the leasehold estates
involved in such operations free and clear of all liens and encumbrances of
every kind created by or arising from the operations of the Consenting Par-
ties, If such an operation results in & dry hole, the Consenting Parties
shall plug and abandon the well at their sole cost, risk and expense. If
any well drilled, reworked, deepened or plugged back under the provisions
of this section regults in a producer of oil and/or gas in paying gquantities,
the Consenting Parties shall complete and equip the well to produce at their
gole cost and risk, and the well shall then be turned over ito Operator and
shall be operated by it at the expense and for the account of the Consent-
ing Parties. Upon commencement of operations for the drilling, reworking,
deepening or plugging back of any such weli by Consenting Parties in accord-
ance with the provisions of this section, each Non-Consenting Party shall be
deemed to have relinquished to Consenting Parties, and the Consenting Partiies
shall own and be entitled to receive, in proportion to their respective inter-
ests, all of such Non-Consenting Farty's interest in the well, its leasehold
operating rights, and share of production therefrom until the proceeds or
market value thereof (after deducting production taxes, royalty, overriding
royalty and other interests payable out of o1’ measured by the production
from such well accruing with respect to such interest until it reverts) shall

equal the total of the following:
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If any party receiving such a nolice elects not to participate in
the proposed operation (much party or parties being hereafter referred to as
"Non-Consenting Party"™), then in order to be entitled to the benefits of
this section, the party or parties giving the notice and such other parties
as shall elect to participate in the operation {811 such parties being here-
after referred to as the "Consenting Parties") shall, within thirty (30) 4
days after the expiration of the notice period of thirty (30) days {(or as
promptly as possible after the expiration of the L8-hour period where the
drilling rig is on location, as the case may be ) actually commence work on
the proposed operation and complete it with due diligence.

The entire cost and risk of conducting such operations shall be
borne by the Consenting Parties in the proportions that their respective
participating interests in the Unit Area bear to the total interests of all
Consenting Parties., Consenting Parties shall keep the leasehold estates
involved in such operations free and clear of all liens and encumbrances of
every kind created by oxr arising from the operations of the Consenting Par-
ties., If such an operation results in a dry hole, the Consenting Parties
shall plug and abandon the well at their sole cost, risk and expense. If
any well drilled, reworked, deepened or plugged back under the provisions
of this section results in a producer of oil and/or gas in paying quantities,
the Consenting Parties shall complete and equip the well to produce at their
sole cost and risk, and the well shall then be turned over to Operator and
shall be operated by 1t at the expense and for the account of the Consent-
ing Parties. Upon commencement of operations for the drilling, reworking,
deepening or plugging bhack of any such well by Consenting Parties in accord-
ance with the provisions of this section, each Non-Consenting Party shall be
deemed to have relinquished to Consentlng Parties, and the Consenting Parties
shall own and be entitied to receive, in proportion to their respective inter-
ests, all of such Non-Consenting Party's interest in the well, its leasenold
operating rights, and share of production therefrom until the proceeds or
market value thereof (after deducting production taxes, royalty, overriding
royalty and other interests payable out of or measured by the production
from such well aceruing with respect to such interes+t until 1t reverts) shall

equal the total of the followling:
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(a) 100% of each such Non-Consenting Party's share of the cost of any newly
acquired surface equipment beyond the wellhead connections {including,
but not limited to, stock tanks, separators, treaters, pumping equipment
and piping), plus 100% of each such Non-Consenting Party's share of the
cost of operation of the well commencing with firet production and con«
tinuing unti) each such Non-Consenting Party's relinquishment interest
shall revert to it under other provisions of this section, it being
agreed that each Non-Consenting Party's share of such costs and equip-
ment will be that interest which would have been chargeable to each Non-
Consenting Party had it participated in the well from the beginning of
the operetion; and

(v) 200% of that portion of the costs and expenses of drilling, reworking,
deepening or plugging back, testing and completing, after deducting any.
cash contributions received under Section 29, and 200% of that portiom
of the cost of newly acquired equipment in the well (to and including
the wellhead connections), which would have been chargeable to such
Non-Consenting Perty if it had participated therein.

In the case of any reworking, plugging back or deeper drilling opera-
tion, the Consenting Parties shall be permitted to use, free of cost, all ces-
ing, tubing and other equipment in the well, but the ownership of all such
equipment shall remain unchanged; and upon abandonment of a well after such
rewvorking, plugzing back or deeper drilling, the Consenting Parties shall ac-
count for e&ll such egquipment to the owners thereof, with each party receiving
its proportionate part in kind or in value.

Within sixty (60) days after the completion of any operation under
this section, the party conducting the operations for the Consenting Parties
shall furnish each Non~Consenting Party with an lnoventory of the equipment
in and connected éo the well, and an itemized statement of the cost of drill-
ing, deepening, plugging back, testing, completing, and equipping the well
for production; or, at its option, the operating party, in lieu of an
itemized statement of such costs of operation, may submit a detailed state-
ment of monthly billings. Each month thereafter, during the time the Con-
senting Parties are belng reimbursed as provided above, the Consenting Par-
ties shall furnish the Non-Consenting Parties with an itemized statement
of all costs and liabilities incurred in the operstion of the well, together
with a statement of the quantity of oil and gas produced from it and the
amount of proceeds realized from the sale of the well's working interest
production during the preceding month. Any amount realized from the sale
or other disposition of equipment newly acquired in connection with any
such operation which would have been owned by a Non-Consenting Party had

it participated therein shall be credited against the total unreturned costs
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of the work done and of the equiyment purchased, in determining when the
interest of such Non-Consenting Party shell revert to 1t as above provided;
if there is a credit balance it shall bLe paid to such Non-Consenting Party.

If and when the Consenting Parties recover from a Non-Consenting
Party's relinguished interest the amounta provided for above, the relin-
quished interests of such Non-Consenting Party shall automatically revert
to it and from and after Bﬁch reversion such Non-Consenting Party shall own
the same interest in such well, the operating rights and working interest
therein, the material and equipment in or pertaining thereto, and the pro-
duction therefrom as such Ron-Consenting Party would have owned had it par-
ticipated in the drilling, reworking, deeprening or plugging back of said
well. ‘Thereafler, such Non-Consenting Party shall be charged with and
shall pay its proportionate part of the further costs of the operation of
said well in accordsnce with the terms of this agreement and the Account-
ing Procedure schedule, Exhibit "C", ettached hereto.

In the event any operation is conducted on a ncon~consent basis
where production could otherwlse be commingled, it will not be necessary
to construct separate storage facilities for the purpose of separately de-
termining production from the non-consent well. Unit Operator will be
permitted to allocpte production on the basis of quarterly 2hk-hour pro-
duction tests or on the basis of continuously metered volumes.

Notwithstanding the provisions of this section, it is agreed that
without the mutusl consent of all parties, no wells shall be completed in
or produced from & source of supply from which a well located elsevwhere on
the Unit Area is producing, unless such well conforms to the then-existing
well spacing pattern for such source of supply.

The provisions of this section shall have no application whatso-
ever to the drilling of the initial test well on the Unit Ares, but shall
aprly to the reworking, deepening, or plugging back of the initial test
well after it has been drilled to the depth specified, if it is, or there-
after shall prove to be, a dry hole or non-commercial well, and to all
other wells drilled, reworked, deeperned, or plugged back, or proposed %o
be drilled, reworked, deepened, or plugged back, upon the Unit Area subse=

quent to the drilling of the initial test well.

U



15, ABRANDONMERT OF PRODUCING WELLS: If some but not all of the

affected Working Interest Owners determine to asbandon any well or wells come
pleted ae a producer but any other party or parties having an interest therein
object thereto, then such party or parties not desiring to abandon the same
shall, within ten (10) days thereafler, notify the other parties of their
desire to take over and operate gaid well and shall tender to the other affec-
ted Working Interest Owner or Owners a sum equal to the last named parties'
proportionate share in the salvage of the material and equipwent in said well
or wells determined in accordance with the Accounting Procedure Exnhibit "C"
attached hereto, and on receipt of said sum, the sald parties having an
interest in the well, and wishing to sbandon said well, shall within twenty-
five (25) days thereafter, assign without warranty to the other Working
Interest Owners their rights in the well and well property as to the produc-
ing formation only in tie land oo which geld well is situated, and their
interest in the leasehold estate in a itract surrounding said well of an area
equal to that prescribed by the spacing rule of the State, but 1f there is

no such established rule, then said assignment shall cover the working
interest and leasehold estate in tne producing formation only in forty (L40)
acres surrounding said well, 1if an oil well, or ome hundred sixty (160) acres
if a gas well. Said well may thereafter be operated by the Unit Operstor for
the sepnrate account of the remaining Working Interest Owners. Proper bills
of sale and division orders shall be executed by the asgigning varties to

accomplish the purposes hereof.

16. IEASE RENTALS, MINIMUM ROYALTY AND SHUT-IN WELL PAYMENTS: Any

and all lease rentals, minimum royalty and shut-in well payments required to
be paid under any lease subject hereto, shall be borne and paid by the party
or parties who have subjected such lease to this agreement. Copies of re-
ceipts or other evidence of the payment thereof shall, on request, be fur-
nished to any other party hereto at least fifteen (15) days prior to the date
any such payment is due. Unit Operator shall promptly notify all Working
Interest Owners of the date on which any gas w21l located on the Unit Area
is shut in.

If, through mistake or oversight, any reantal or shut-in well pay-

ment 18 not paid or is erronecusly paid, and es 2 result a lease or interest
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therein terminates, there shail be no monetary liability against the party who
failed to make such payment. Unless the party who failed to pay & rental or
shut-in well paymant secures & new lease covering the game interest within
ninety (90) days from the discovery of the failure to make proper payment, the
interests of the parties shall be revised on an acreage basis effective as of
the date of termination of the lease invelved, and the party who failed to
make proper vayment will no longer be credited with an interest in the Unit
Area on account of the ownership of the lease which has terminated. In the
event the party who falled to pay the rental or the sput-in well payment shall
not have been fully reimbursed, at the time of the loss, from the proceeds of
the sale of oil and gae attributable to the lost interest, calculated on an
acreage basis, for the development and operatling costa theretofore paid on
account of such interest, it shall be reimbursed for ;nrecovered actual coste
theretofore paid by it (but not for its share of the cost of any dry hole

previocusly drilled or wells previously abandoned) from so much of the follow-

ing as 18 necessary to effect reimbursement:

(a) Proceeds of oil and gas, less operating expenses, theretofore accrued
to the credit of the lost interest, on an acreage basis, up to the
apount of unrecovered costs;

(b) Any moneye, up to the amount of unrecovered costs, that may be paid by
. any party who is, or becomes, the owner of the interest lost, for the
privilege of participating in the Unit Area or becoming a party to

this agreement.

17. NOT FOR BENEFIT OF THIRD PARTIES: Nothing in this agreement

shall be construed to be for the benefit of any Working Interest Owner or

other party who is not bound by the terms hereof.

18. TITLE EXAMINATION, LOSS OF LEASES AND OIL AND GAS INTERESTS:

A. Title Examination

There shall be no examination of tiﬁle to leases, or to oil and
gas interests, except that title to the drilling unit on which the initial
test well is to be drilled, shall be axamined on a complete abstract record
by Unit Operator's attorney, or, if the location 18 on one of Unit Operator's
leases, by an attorney for one of the other parties, and the title to both
the oil and gas lease and to the fee title of the lessors must be approved
by the examining attorney, or accepted by all parties. A copy of the exam-

ining attorney's opinion shall be sent to each party immediately after the
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opinion is written, and, also, each party shall be given, as they arc written,
a copy of all subsequent supplemental attorney's veportns. A good faith effort
to satisfy the examining attorney's requirements shall be made by the party
cwning the lcase covering the drilleite.

If title to the proposed drillsite is not approved by the examining
attorney or the lease is not acceptable for a material reason, and all the
pa;ties do not accept the title, the parties shall select a new drillsite for
the initial test well., If a new drillsite is selected, title to the oil and
gas lease covering 1t and to the fee title of the lessor shall be examined,
and title shall be approved or accepted or rajected in like manner as provided
above conceruing the drillsite first selected. If title to the oil and gas
lease covering the second choice drillsite is not approved or accepted, other
drillsites shall he successively selected and title examined, until a drill-
site is chosen to which title is approved or accepted, or until the parties
fail to select another drillsite.

No well other then the first test shall be drilled in the Unit Area
until after (1) the title to the drilling unit has been examined by an attor-
ney for one of the parties other than the party whose lease embraces the drill-
site, and {2) the title has been approved by the examining attorney or the
title hae been accepted by all of the parties who are to éarticipate in the
drilling of the well.

B. Failure of Title.

Subject to the provisions of Section 22 of the Unit Agreement,
should any oil and gas lesse, or interest therein, be lost through failure
of title, this agreement shall, nevertheless, continue in force ags to all
remaining leases and interests, and

(a) The party whose lease or interest is affected by the title failure
shall bear alone the entire loss and 1t shall not be entitled to re-
cover from Unit Operator or the other parties any development or
operating costs which it may have theretofore paid, but theres shail
be no monetary liability on its part to the other parties hereto by
reason of such title failure; and

(b) There shall be no retroactive aedjustment of expenses incurred or
revenues received from the operation of the interes’, which has beern
lost, but the interests of the parties shall be revised on an acreage
basis, aa of the time it is determined finally that title fajilure has
cccurred, so that the interest of the party whose lease or interest
is affected by the {itle failunre will thaveeficr be rgduced in the
Unit Area Ly the amount of the interest lost; and
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If the proportionate interests of the other parties heretc in any pro-
ducing well theretofore drilled on the Unit Arca is increased by reason
of the title failure, the party whose titie has failed shall receive

the proceeds attributable to the increase in such interests (1ess operat=
ing costs atiributable thercto) until it has been reimbursed for unre=-
covered costs paid by it in connection with such well; and

(d) Should any person not a party to this agreement, who is determined to be
the cwner of any interest in the title which has failed, pay in any
manner any part of the cost of operation, development, or equipment, or
equipment previously pald under this agreement, such amount shall be pro-
portionately paid to the party or parties hereto who in the first instance
paid the costs which are s0 refunded; and

(e) Any liability to account to a third party for prior production of oil and
gas which arises by reason of title failure shall be borne by the parties
in the same proportions in which they shared in such prior production; and

(f) The failure of title to any Working Interest in any tract by reason of
operations hereunder, including nonproduction from such tract, and over
which the Owner or Owners of such Working Interest have no control because
of the terms and provisions of the Unit Agreement and of this agreement,
the loss occasioned thergby shall not be consldered a failure of title but
shall be the Jolnt loss of all Working Interest Owners and shall not change
the interest of the Working Interest Owner or Owners whose title so failed
in relation to the interests of all other Working Interest Owners at the
time of such failure.

19. ASSIGNMENTS: Any party hereto may, at any time, trasnsfer or
assign all of its working interest in the Unit Aree and interest in materials
subject hereto; provided, however, except as otherwise expressly provided for
herein, and except with the written consent of the other parties first ob-
tained, no party hereto shall make any asaignment or transfer or other dis-
position of interest in its leases and the materials unless the same covers
either the entire interest of such party in the Unit Area and the materials
thereon, or an undivided interest in all of its leases and Jointly owned
materials in the Unit Area. Every such transfer and assignment or other dis-
position made by any party hereto shall be made expressly subject to this agree-
ment and the Unit Agreement and without prejudice to the rights of the other
perties hereto and any instrument of transfer shall require that the Assignee
shall accept snd agree to perform all duties, obligations and liabilities
thereof. Any party making such assignment or transfer shall remain liable
for 1ts obligations under +this agreement and the Unit Agreement with respect
to the properties assigned or tranaferred until Unit Operator has been fur-
nished written notice of such assignment or transfer, describing the prcper-
ties and the interest conveysd, together with such other evidence of title

as Unit Operator may require, including abstracts of title down to date if

requected by Unit Operator, and the address of Assignee to which notices,




consents, and requests provided for herein may be given.

Each of the parties hereto owning an interest in the Unit Area walves
and relinquishes any and all rightse of partition granted by ststute, at law or
in.equity and no party hereto shall have the right to partition the Unit Area,
any lease or any interest therein, or any personal property installed thereon
or used therewith, by segregation or differences in kind or by sale or other-
wise except as herein expressly provided.

If any party herato so desires, 1t may withdraw from this agreement
by conveying, assigning and transferring, without warranty, either express or
implied, to the other parties hereto who do not desire to withdraw, all of its
right, title and interest in and under the leases included in the Unit Ares,
together with the withdrawing party's interest in all wells, casing material,
equipment, fixtures and other personal propverty belonging to the joint ac-
count, but such conveyance or assignment shall not relieve said party from
any cbhligation or liability accruing or incurred prior to the date thereof.
The interest so conveyed and assigned shall be held and owned by the Assignees
in the proportion to their interests and thereupon the withdrawing party
shall be relieved from all obligstions and liabilities thereafter to accrue
under this agreement, and the right of such party to any benefits subsequently
accruing hereunder shall cease; but Assignees shall pay Assignor for its
interest in sll casing, material, equipment, fixtures and other personal
property owned by the Joint account at the salvage value thereof computed
in accordance with the Accounting Procedure, Exhibit'C", hereto attached. If
all of the parties wie are not willing to accept the assignment of such inter-
est, the agsignment shall be made to those willing to accept such interest in
the proportions that thelr respective interests bear to the aggregate of their
interests in the Unit Area on an acreage basgis.

20. COVENANTS RUNNING WITH THE LAND: This agreement shall be deemed

8 covenant running with the leases and the lands subject hereto and shall be
binding upon and inure to the benefit of the heirs, personal representatives,
auccesgors and assignsg of the parties respectively.

21. SURRENDER OR TERMIRATION OF LEASES: No lease, insofar &s it is

embraced in the Unit Area, shall be gurrendered in whole or in part without the

mutual consent of all parties hereto.




22. NOTICES: Except as herein otherwise expressly provided, all
notices, reports or other communications reguired or permitted hereunder shall
be deemed to have been properly given or delivered if and when deposited in
the United States mails, duly registered with return receipt requested or filed
with a recognized telegraph company with all postage or charges fully prepald,
and addressed to the parties hereto, at the addresses set opposite their re-
spective names, or such other addresses as may be thereafter furnished. The
date a notice is given by mail or telegrarh shall be the date on which such
written notice is deposited in the United States.Pbst Office or the date on
which the notice by telegraph }s delivered to the telegraph company for trans-
mission to the party as above provided.

23. RELATIONSHIP OF PARTIES: The rights, duties, obligations and

ligbilities of the parties hereto ghall be sev:iral and not Joint or collective,
and nothing herein contzined shall ever be construed as creacing a partnership
of any kind, Joint venture, an association or a trust or as imposing upon any
one or more of the parties hereto any partnership duty, obligation or liability.
Each yparty hereto shall be individually responsible for only its obligations,
as set out in this agreement. Provided, however, if a claim is made against
any Working Interest Owner or if any Working Interest Owner is sued on account
of any matter ariqing from opsrations hereunder and over which such Working
Interest Owner individually has no control because of the rights given the
Working Interegt Owners and Unit Operator by thls agreement and the Unit Agree-
ment, the Working Interest Owner shall immediately notify the Unit Operator and
the claim or suit shall be treated as any other claim or suit involving opera-
tions hereunder.

24, INTERNAL REVENUE CODE ELECTION: While each of the parties here-

to recognizes that its rights and liabilities hereunder are several and not
Joint or collective, if, sededy for Federal Income Tax purposes, end—Fer-ne
elher-mgacom, the parties should be regarded as partners or Jjoint venturers,
and the operations carried on under thie agreement be required to be treated
as a partnership as defined in Section 761 of the Irternal Revenue Code of

1954 for Federal Income Tax purpeses, each and all of the parties hereto do
hareby 2lect to exclude such operations from the application of all of Sub-

chapter K of Chapter 1, of Subtitle A, of the Intermal Revenue Code of 1954
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as provided in Section 761(a) thereof. FEach party herelo further agrees not

to give any notices or take any other action inconsistent with the election

made hereby. If any present or future income tax laws of the State in vhich

the property covered by this sgreement is located, or any future income tax

laws of the United States.contain, or shall hereafter contain, provisions

similar to those contained in Subchapter K, Chapter 1, Subtitle A, of the y
Internal Revenue Code of 195h, wnder which an election similar to that pro-

vided by Section 761 of said Subchapter K 1s permitted, each of the parties

hereto hereby makes such election or agrees tv make such election as may be

permitted by such laws.

25. FORCE MAJEURE: As between the parties hereto, in the event

any party hereto is rendered unable, wholly or in part, by Torce majeure to
carry out its obligetions under this agreement other than the obligation to
make payments of amounts due hereunder, 1t is agreed that upon such party's
glving notice and reasonably full particulars of force majeurs in wrlting
or by telegraph to the other parties hereto within a reasonable time after
the occurrence of the cause relled upon, then the obligations of the party
giving the notice, so far as they are affected by force majeure, shall be
suspended during the continuance of any liability so caused, but for no
longer period; and the cause of the force majeure shall, so far as possible,
be remedied with all reasonable dispatch. The term "force majeure” as em-
ployed hevrein shell mean delay or loss resulting from fire, flood, action

of the elements, strikes or other labor difficulties, acts or orders of
civil or military authorities, rastrictions or restraints imposed by law

or ordinance, or by order or regulation of public authority, whether federal,
stete or local, 1inabllity to procure nececssary materials or labor in the
open market and on usuel and lawful terms, or any other ceuse reasonably
beyond the control of the party clalming suspension.

The settlement of strikes and lockoubts shall be entirely within
the discretion of the party having the difficulty end the above mentioned
requirement that ary force majeure shall be remedied with all reasonable
dispatch shall not require the settlement of strikes and lockouts by acced-
ing to the demsands of opposing party when such course is inadvisable in

the discretion of the party having the difficulty.
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26. ASSIGNMENTS OF PARTTIAL INTERESTS: Under various provisions of

this agreement, a party hereto is permitted, or may be obligated, to assign
to another party or partiess hereto, 8ll or a part of such party's interest
in its oll and gas leases subject to thle agreement. In the event assignment
of record title is not permitted under the rules and regulations of the Com-
missioner of Public Lands of the State of New Mexico then the interest to be
assigned shall be conveyed by appropriate operating agreement or by any other
valid instrument that will carry out the intention of such provision or pro-
vigione, or, in czse of & stale leause or isases where undivided interesis are
to be assigned, the same may be assigned to tie Unit Operator to be held in
trust for the parties entitled to participation therein in proportion to

their respective interests.

27. PROVISIONS CONFORMED WITH LAWS AND REGULATIONS: All of the

provisions of this agreement are hereby expressly made subject to all appli-
cable Federal or State laws, orders, rules and regulations, and in the event
this agreement or any provision hereof is found to be inconsistent with or
contrary to any such law, order, rule or regulation the latter shall be
deemed to control ;nd this agreement shall be regarded as modified according-
ly and as so modified shall continue in full force and effect.

28. EFFECTIVE DATE AND TERM: This agreement shall become effective

as of the effective date of the Unit Agreement and shall remain in full force
and effect during the term of said Unit Agreement and any and all extensions
or renewals thereof. 1In the event of the termination of the Unit Agreement
for any reason, in whole or in part, this agreement shall contirue in full
force and effect as to all wells which have not been plugged and abandoned
as of the time of the termination of the Unit Agreement and the rights and
interests of the parties hereto in such welis and their participation in the
production therefrom and in the cost of the operation thereof, shall be

governsd by the provisions herecf and this agreement with respect thereto




shall remain in full force and effect so long as sny such well is capable of
producing oil or gas in paying quantities and until same is plugged and aban-
doned and the accounts of all parties are finally settled.

29. ACREAGE OR CASH CONTRIBUTIONS: Any contribution, whether of

money or property interest, toward the drilling of any well drilled on the
Unit Area pursuant to the provisions of this agreement, other than the
initial test well, shall be shared in by the parties hereto in proportion
to their participating interest in such well.

30. TAKINC UNITTZED SUBSTANCES IN KIND: The unitized substences

allocated to each tract shall be delivered in kind to the respective parties
entitled thereto by virtue of thz ownership of oil and gas rights therein or
by purchase from such owners. Such parties shall have the right to construct,
maintein, and operate within the Unit Area all necessary facilities for that
purpose, provided that they are so constructed, maintained, and operated as
not to interfere with unit operations. Any extra expenditures incurred by
Unit Operator by resson of the delivery in kind of any portion of the uni-
tized substances qhall be borne by the receiving party. If any party fails
to take in kind or separately dispose of its share of unitized substances,
Unit Operator shell have the right, for the time being and subject to revo-
cation at will by the party owning the share, to purchase for its own account
or sell to others such share; provided that, all contracis of sale by Unit
Operator of any other party‘s share of unitized svbstances 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 con-
tract be for a period in excess of one year. The proceeds of the unitized
substances so disposed of by Unit Operator shall be paid to the party en-
titled theretc. Notwlthstanding the foregoing, Unit Operator shall not make
a sale into interstate éommerce of any party's share of gas production without

first giving such party ninety (90) days advence written notice of such in-

tended sale.



31, EXHIBITS: All exhibits attached to said Unit Agreement are
hereby confirmed and made s part of this agreement.

32, DEFINITIONS: As between the parties hereto and for the pur-

poses of this agreement and the Unit Agreement, the following words and
phrases shall have the meanings herein given unless the context clearly re-
quires a different meaning: !

(a) ‘"Unitized Substances": See definition in the
Unit Agreement.

(b) "Working Interest" means an interest in Uni-
tized Substances by virtue of a lease, operating
agreement, fee title, or otherwise, including
.8 carried interest, which interest is chargeable
with and obligated to pay or bear, either in
cash or out of production or otherwise, all or
a portion of the cost of drilling, developing,
producing, and operating the lands subject to
this agreement.

(c) "Royalty Interest" means a right to or interest
in any portion of the Unitized Substances or
proceeds thereof, other than a Working Interest
and is sometimes referred to as "royalty'.

(d) "Royalty Owner' means a party hereto who owns
a Royalty Interest.

(¢) "Working Interest Owner" means a party hereto
who owns a Working Interest. The owner of OiLl
and Gas Rights that are free of lease or other
instrument conveying the Working Interest to
another shall be regarded as a Working Interest
Owner to the extent of 7/8 of his interest in
Unitized Substances and as a Royalty Cwner with
respect to his remaining 1/8 interest therein.

(f) "0il and Gas Rights" means the right to explore,
develop and operate lands within the Unit Area
for the production of Unitized Substances, or
to share in the production so obtained or the
proceeds thereof,
(g) "Tract'" means each parcel of land described as
such and given a traet number in Exhibit A and
Exhibit B attached hereto.
(h) Unless the context otherwise clearly indicates,
words used in the singular include the plural,
the plural includes the singular, and the neuter
gender includes the masculine and the feminine.
33. Provisions of Paragraph No. 11 hereof to the contrary not-
- withstanding, those of the working interest owners subscribing hereto who
have farmed ocut or otherwise contracted with Max M. Wilson for the said
Max M. Wilson to bear all or part of thelr proportionate part of the costs

incurred in connection with the initial test well, subsegquent wells or
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operating expenses in connection with any such well or wells, shall be
responeible for only that portion of such costs incurred in unit opera-
tions noi provided to be borne by Max M. Wilson under the terms of their
agreement with him. In the same manner, the right to recelve and dispose
of unitized substances produced from the Unit Area, shall, as to each

party farming out or otherwise transferring all or any part of such party's
interest in the Unit Area, be governed and controlled by the terms of

such farmout or other agreement. The fractlional interest set forth opposite

the name of each party hereto in Paragraph 11 abcve, shall be accepted as
accurately reflecting the percentage of char
duction to each party hereto except that as to each party faming out or
assigning to Max M. Wilson all or a part of such party's interest in the
Unit Area, the said fractional interest reflectis the combined interest

of the named perty and Max M. Wilson which will be subject to the agree-
ment between them. Mex M. Wilson Joins in execution of this agreement

to commit hereto any interest in the Unit Area which he may acquire.

34. Any oil and gas working interest not commitied to this
operating agreement at the time of final execution and delivery hereof,
may thereafter be committed hereto by the owner or cwners thereof sub-
geribing or consenting to this agreement or executing a ratification
hereof. The allocation of charges and costs (theretofore incurred and
thereafter to be incurred) to the interest so committed to this operating
agreement shall be upon such terme as the parties to this agreement may
mutually agree. In a like manner, allocation of unitized substances pro-

duced shall be made on & basis to be mutually agreed upon.

35. COUNTERPARTS:. This agreement may be executed in any number

of counterparts, no one of which needs to be executed by the other parties
hereto, and all counterparts signed by one or more of the parties hereto
shall constitute and be construed together as one instrument; or this ;gree-
ment may be ratified with like force and effect by a separaste instrument in
writing specifically referring hereto. Provided, however, this agreement

shall be of no force and effect unless all parties owning working interests
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in the Unit Arca have colther signod this agrecient ox a counlermary thereof or
have ratified sae.

I WITNESS VHEREOF, this agreement is exccutad by the undersigned pariies

A torne ?7Fact

as of the day and year first hereinabove written.

Dmef%‘7”étf m

.)

Attorney in Fact

Address: P. O. Box 1249
Houston Texas TTCOL

UNIT OPERATOR & WORKING INTEREST OWNER

ATTEST: HUMBLE OIL & REFINING COMPANY
By
Secretary (Title)
Date Address:
ATTEST: SUN OIL COMPANY
By
Secretary (Title)
Address:
Date
ATTEST: GULF OIL CORPCRATION
By,
Secretary Attorney in Fact
Address:
Date
ATTEST: SHELL OIL COMPANY
By
Secretary Attorney in Fact
Address:
Date
ATTYST: MARATHOR MPANY
By \ g:7 R M. WILSON

\\ Socrotary Assmﬁﬁﬂf’—i AnAGER( Title)
SRR e e
&Z;AJZAz;/




f in the Unit Arce have olther signed this agreceaent o3 a countenart therceof or
have ratified sac.

Il WITNEGS VHERECYK, this agreerent is cxecuted by the undersighed parytics
as of the day and year first hereinabove vwritten.

CALIFORNIA OIL COMPANY

By-

Attorney in Fact

Date By

Attorney in Fact

Address: P. 0. Box 1249
Houston Texas T7COL

UNIT OFERATCR & WORKING TNTEREST OWNER

ATTEST : HIMBLE OIL & REFINING COMPANY
By
Secretary (Title)
Date Address:
ATHEIT SUN OIL COMPANY

By , : 7
Seoretary Agesé ang %Etorgey ia ;GC% Title)

Address: 20 Soe 1550 .
Date -

ZEQLHIAJZEZﬁU
ATTEST: GULF OIL CORPORATION
By
Secretary ) Attorney in Fact
Address:
Date
ATTEST: SHELL OIL COMPANY
By
Secretary Attorney in Fact
Address:
Date
ATTEST: MARATHON OIL COMPANY
By R
Sceretary (Tixle)
Date




ATTEST: REDFERN DEVELOPMENT COMPANY

By
Secrctary (Title)

Address:

Pate

Ralph Lowe

WORKING INTEREST OVWNERS

STATE OF TEXAS ) e
7

COUNTY OF HARRIS )

The foregoing instrument was acknowledged before me this day of

1964, by and , Attorneys in Fact for
California 0il Company, a California corporation, on behalf of said corporation.

Notary Public in and for Harris
County, Texas
My Commission Expires

STATE OF )

)
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
1964, by s of Humble 0il & Refining
Company, & Corporation, on behalf of said Corporation.

Notary Public

My Commission Expires
STATE OF 7Zx4s %
COUNTY OF Dgcens )

The foregoing instrument was acknowleaged before me this 4% day of Aesenee,

7

196k, vy (o A oty lie Agent and Attorney in Fect  "of Sun 0il Company, a
Corporation, on behalf of said Corporation.

A’:ﬁ[ %Zx/\/\/

/ Notary Public

,»-“My'jclpnﬁn:‘Ls,sion Expires
i g

........
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ATTEST: REDFERN DEVEIOPMENT COMPANY
By
Secretary (Title)
Address:
Tate

' , )
N 4 5N / : /
e . Sl
- .- g . - i Ralph LOue
P ;7 7 - ’
/0 ‘ Lyl RO L

(Wife)

WORKING INTEREST OWNERS

STATE OF TEXAS

N e

COUNTY OF HARRIS

The foregoing instrument was acknowledged befpre me this 7 qsday of f:l“ﬁvua-y 5
196k, vy Vb Teret oo~ and ,/;:1./._5;4,‘,4.‘,2_':_!; , Attorneys in Fact for i
California Cil Company, a California corporation, on behalf of said corporation.

8ARBARA ROBERISCN
Nalsey Public in and for Harris County, Texus
My Commission Expiros June 1, 1965

Notdry Public in End for Harris
Countyy-Texas
My Commission Expires

STATE OF )

)
COUNTY OF )
The foregoing instrument was acknowledged before me this day of s
196k, by s of Humble 0il & Refining

] Company, a Corporation, on behalf of said Corporation.
Notary Public

My Commission Expires
STATE OF )

)
COUNTY OF )
The foregoing instrument was acknowledged before me this day of ,
1964, by of Sun 0il Company, a

)
Corporation, on behalf of said Corporation.

Notary Public
My Commission Expires
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............................................................... 1
i
\‘gs
COUNTY OISmA’E ........................................ [
Gn this . 1 4th ......... day of ...... !'e ............. Y , 19 before me appeared
Max M. Wilson and Helen M. Wilson, his wife
to me personally known to be the persot.... . described in and who executed the foregoing instru-
ment and acknowledged that . ... they ................. executed the same as ...__. t he:l.r ............... free act

and deed.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal the day

l
and year in this certificate above written.
.
- oo 610 e pll A
My commission expires: . / ......................................................
September 30, 1967. Notary Public.

\s




STATE OF )
)
COUNTY OF )
‘the roregoing instrument was acknowlcdged before me this day of y
1964, vy , Attorney in Fact for Gulf Oil Corporation, a

Corporation, on behalf of said Corporation.

Notary Public
My Commission Expires

STATE OF )
)
COUNTY OF )
The foregoing instrument was acknowledged before me this day of ,
1964, by , Attorney in Fact for Shell 0il Company, a

Corporation, on behalf of said Corperation.

Notary Public
My Commission Expires

STATE OF _ Jo 7 vy )
)
COUNTY OF )
el ‘/'jl o .
The foregoing instrument was acknowledged before me thls I day of / il o
1964, by L ki gy i s Loty Ny nr.-.. . Of Marathon O0il Company, @n-
PR Corporatlon s on behalf of said Corpo*aﬁon.
S G . A iy
T fe e e l A o 1_1 e I
My Comuission Expires Juiis & 15 Notary Publlc
My Commission Expires
STATZ OF )
~ )
COUNTY OF )
~ The foregoing instrument was acknovledged before me this day of »
1964, by of Redfern Development Company,
a _ Corporatlon, on behalf of said Corporation.

Notary Public
My Commission Expires

STATE OF ¢Z'7(a4/ )
2 i f 2

COUNTY OF /7] fiend’ )

(4
The foregoing instrument was acknowledged bgfore me this /5 ~— day of /LC ‘L \/;; .
196k, by Ralph Lowe and wife, Er s inei P NOav=<

™ <,,»

; 4 /
Ve zaen SN g e E e
7" Notary Public

My Cqmmission Expires
| Vot e N /_r /4 6 {




in the Unit Arca have olther signed this agrceient or a couvnitcrmart thoreof or
have ratified save.

IN WITNESS VHBRECK, this agrcerent is cexcented by the undersigned partics
as of the day and year first hereinabove written.

CALIFORNIA OIL COMPANY

Attorney in Fact

Date By

Attorney in Fect

Address: P. O. Box 1249
Houston Texas 77001

ni1T OFERATOR & WORKING INTERECT CWNER

ATTEST: HUMBLE OIL & REFINING COMPANY
. By
Secretary (Title)
Date Address:
ATTEST: SUN OIL COMPANY
By
Secretary (Title)
Address:
Date
‘QTTEéT: .
L7 /,, ) D - ;
‘ L»_ 7 1§gm,» Secvetarj Attorney in Fact
R T Adaress P, 0. BN mng
> Y FEB . —
Da‘te“~ ~_,”f‘.\ I? 3954 Be k,n..z, (s ;' h:g 83201
ATTEST: SHELI: OIL COMPANY
By
cecretary Attornzy in Fact
Address:
Date
ATTEST: MARATHON OIL COMPANY
By__ e men
Sceretary (ritle)
AP I
Date




STATE OF ivlzb:" ch ol )
)
county oF UV )
The foregoing 1nstrumen§ was acknowledged btefore me this /¢ day of ./ .« .. ,

l%ﬁk‘ by F O M , Attorney in Fact for Gulf Oil Corporation, a , /

Corporation, on behalf of said Corporation.

. ’:' )//«’ I ( - 7

LY

Notary Poblic

My Commission Expires

é

STATE OF 3

COUNTY OF )

The foregoing instrument was acknowlecdged before me this day of ’
1964, by , Attorney in Fact for Shell 0il Company, a

Corporation, on behalf of said Corvoration.

Notary Public
My Commission Explres

STATE OF )
)
COUNTY OF )
The foregoing instrument was acknowledged before me this day of 5
196k, by of Marathon 0il Company, a

Corporatlon, on behalf of said Corporation.

Notary Public
My Commission Expires

STATE OF g
COUNTY OF )
The foregoing lnstrument was acknowledged before me this day of P
1964, by of Redfern Development Company,
a ‘ Corporatlon, on behalf of said Corporation.
TNotary Public
My Commission Expires
STATE OF 3
COUNTY OF J
The foregoing instrument was acknowledged before me this day of ’

1964, by Ralph Lowe and wife,

Notary Fublic
My Commission Expires
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ATTEST: REDFERN DEVELOPMENT COMPANY
By
Secretary (Title)
Address:
Date
Ralph Love
TWite)

WORKING INTEREST OWNERS

STATE OF TEXAS 2

}
COUNTY OF HARRIS )

The foregoing instrument was acknowledged before me this _7Z7 = day of /—-_},5\’-"‘..*-—-1/,
1964, vy b fgﬁétﬁ and _AY LM , Attorneys in Fact for )

California 011 Company, a California corporation, on behalf of said orporation.

BARBARA ROBIRTSON
Notary Public in and for Harris County, Texas
My Commission Expires June 1, 1965 County,
My Commission Expires

STATE OF )

)
COUNTY OF
The foregoing instrument was acknowledged before me this day of ,
1964, by , of Humble 0il & Refining
Company, & Corporation, on benalf of said Corporation.

Wotary Public
My Commission Expires

STATE OF )
)
COUNTY OF )
The foregoing instrument wvas aclknowledged before me this day of ’
1964, by of Sun 0il Company, 2

2
Corporation, on venhalf of said Corporation.

Tiotary Public
My Commission Explres
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STATE OF )
! )
| COUNTY OF }
The foregoing instruvment was acknowledged before me this day of 3
1964, vy , Attorney in Fact for Gulf 0il Corporation, a

Corporation, on behalf of said Corporation,

Notary Public
My Commission Expires

STATE OF )
)
COUNTY OF )
The foregoing instrument was acknowledged before me this day of ’
1964k, by , Attorney in Faet for Sheil 0il Company, &

Corporation, on behalf of said Corporation.

Notary Public
My Commission Expires

STATE OF Jexas )

CCOUNTY OF )'/O«WJI )

The foregoini{instrument was ackuowledged before me this Zﬂ day of Z*’; Ayvdoer) s

196%, vy K M Wiilre ’ 4 Diyitiew fla. of Marathon 0il Company, ai
A ¢ O Corporation, on behalf of #£aid Corporation.
n
IRLIA GREEN 7 .
rotary Public in and for Hasrls County, Teas B T S S O . Ot A R S
My Commission Expires June 1, 1303 Notary Public

My Commission Expires

STATE OF )
Y
J
COUNTY OF )
The foregoing instrument was acknowledged before me this day of y

3 of Redfern Development Company,
Corporation, on behalf of said Corporatiom.

1964, by
a

Notary Public
My Commission Expires

STATE OF )

COUNTY COF 3

The foregoing instrument was acknowledged before me this day of
1964, by Ralph Lowe and wife, .

Notary Publie
My Commission Expilres
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F =10 %] ROSS MARTIN CO
60] TULEA 1. OKLANOMA

EXHIBIT g "

Attached to and made a parl of Oberating Agreewsnt for
Jurnegan Point Unit, Eddy County, New Moxico

ACCOUNTING PROCEDURE

(JOINT OPERATIONS)

1. GENERAL PROVISIONS
Definitions
“Joint Property™ shal' mean the real and personal property subject to the agreement to which this “Accounting Pro-
cedure” is attached. )
“Joint Operations” shall mean all operations nocessary or proper for the develapment, operation, protection and
maintenance of the Joint Property.
“Qperator” shall mean the party designated to conduct the Joint Gpevations.
“Non-Operators” shall mean the nonoperatling parties, whether one or more,
“Joint Account” shall mean the account showing the charges and credits aceruing because of the Joint Operations
and which are to be shared by the Parties.
“Parties” shall mean Operator and Non-Operators.
“Materviol” shall mean personal propervty, cquipment or supplies acquived or beld for use on the Joint Property.
“Controllable Material” shall mean material which at the time is so elassificd in the Material Classification Manual
as most recently recommended by the Council of Petroleum Accountants Societies of North America.

Conflict with Agreement
In the event of a conflict between the provisions of this Accounting Procedure and the provisions of the agrce-
ment to which this Accounting Procedure is attached, the provisions of the agreement shall control

Collective Action by Non-Qperators
..... expressly requived under this Accounting
and if the agreement to which this Accounting Procedure is attached contains no contrary provisions in regavd
thereto, the agrcement or action of a majority in interest of the Non-Operators shall be controlling on all Non-
Operators.
Statements and Billings
Operator shall bill Non-Operators on or hefore the last day of each month for their proportionate sharve of costs and
expenses, for the preceding month. Such bills will be accompanied by statements reflecting the total charges
and credits as set forth under Subparagraph balow:
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. Statement of all chargzs and credits to the Joint Account summarized by appropriate classifications indicative
of the nature thereof, except that items of Centrollable Material and unusual charges and credits shall be detailed.

TYoe o - POy
riuLeuul v

Payment and Advances by Non-Operators

Each Non-Operator shall pay its proportion of all such bills within fifteen (15) days after receipt thereof. If pay-
ment is not made within such time, the unpaid balance shall bear interest at the rate of six per cent (6¢;) per
annum until paid.

Adjustments

Payment of any such bills shall not prejudice the right of any Non-Operators to protest or question the correctness
thereof; provided however, all bills and statements rendered to Non-Operators by Operator during any calendar
vear shall conclusively be presumed to be true and correct after twenty-four (24) months following the end of any
such calendar year, unless within the said twenty-four (24} month period a Non-Operator takes written excep-
tion thercto and makes claim on Operator for adjustment. No adjustment favorable to Operator shall be made
unless it is made within the same prescribed period. The provisions of this paragraph shall not prevent adjust-
ments resulting from a physical inventory of the Joint Property as provided for in Section VII.

Audits

A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit
Operator’s accounts and records relating *o the accounting hereunder for any calendar year within the twenty-four
(24) month period following the end of such calendar year: provided however, the making of an audit shall not ex-
tend the time for the taking of written exception to and the adjustment of accounts as provided for in Paragraph
6 of this Section I. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable
effort to conduct joint or simultancous audits in a manner which will result in a minimum of inconvenience to
the Operator.

II. DIRECT CHARGES
Subject is liinitations hereinafter prescribed, Operator shall charge the Joint Accouni wiih ihe foiiowing items:

Rentals and Royalties

Delay or other rentals and royalties when such rentals and royalties are paid by Operator for the Joint Account

of the Parties.

Labor

A. Salaries and wages of Operator’'s employees directly engaged on the Joint Property in the conduct of the Joint
Operations, and salaries or wages of technical employvees who are temporarily assigned to and directly
emvloyed on the Joint Property.

B. Operator’s cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to the
employees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this Section I1
and Paragraph 1 of Section III; except that in the case of those employvees only a pro rata portion of whose
salaries and wages are chargeable to the Joint Account under Paragraph 1 of Section III. not more than the same
pro rata portion of the benefits and allowances herein provided fer shall be charged to the Joint Account. Cost
under this Paragraph 2B may be charged onc @ "when and as paid basis™ or by “percentage assessment” on the
amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this Section 1I and Para-
graph 1 of Scction IFLL If pereentage assessment is used, the rate shall be based on the Operator's cost experience,

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are ap-
plicable to Operator’s Jabor cost of salaries and wages chargeable to the Joint Account under Paragraphs 2A
and 2B of this Section 11 and Paragraph 1 of Section III

D. Rcasonable personal expenses of those employees whose salaries and wages arce chargeable to the Joint
under Paragraph 2A of this Section IT and for which expenses the employees are reimbursed under Oper
usual practice.

Account
ator’s

1




3. P.mp!m(‘c Benefits o

Operator's current cost of established plans for employvecs’ group life insurance, hos Mtalization, pension, vetire-

ment, stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator's tabor cost: pro-

vided however. the total of such charges shall not excoed ten pereent (1047) of Operator’s labor costs chargeable
to the Joint 1\((‘01(:.‘ under Paragraphs 24 and 2B of this Section 11 and Pavagraph 1 of Scetion 1L
1. Madcrial

Matevinl purchuased or furnished by Operator for use on the Joint Property. S far as it is reasonably practi-

cal and consistent with efficient and economical operation, only such Material shall be purchased for or transferred

to the Jeint Property as may be required for immediate use: and the accumulation of surplus stocks shall be avoided.
5. Transportation

Transportation of employees and Malerial necessary for the Joint Operations but subject to the following limitations:

A. If Material is moved to the Joint Property from the Operator's warchouse or other properties, no charge shall
be made to the Joint Account for a distance greater than the distance from the nearest rveliable supply store or
railway receiving point where like material is available, except by agreement with Non-Operators.

B. If surplus Matevial is moved to Operator’s warehouse or other stovage point, no charge shall be made to the
Joint Acconunt for a distance greater than the distance to the nearest reliable supply store or railway receiving
point. except by agreement with Non-Operators. No charge shall be made o Joint Account {or moving Material
to other properties belonging to Operator. exeept by agreement with Non-Operators.

C. In the application of subparagraphs A and B above, there shall be no equalization of actual gross trucking costs
of $100 or less.

6. Services ’

A. The cost of contract services and utilities procured from outside souvces other than services covered by Para-
craph 8 of this Scetion I1 and Paragraph 2 of Section 1L

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

Damages and Losses to Joint Property

All costs or expenses necessary for the repair or replacement of Joinl Property made necessary because of damages

or losses incurred by fire, flood, storm, theft, accident, or any other cause, except to the extent that the damage or

loss could have been avoided through the exercise of reasonable diligence on the part of Operator. Operator shall

furnish Non-Operators written notice of damages or losses incurred as soon as practicable after a report thereof

has been received by Operator.

S. Legal Expeuse

All costs and expenses of handling. investigating and settling litigation or claims arising by reasen of the Joint
Operations or necessary to protect or recover the Joint Property. including. but not limited to, attorneys’ fees,
court costs, cost of investigation or procuring evidence and amounts paid in settlement or satisfaction of any
such litigation or claims; provided, (a) no charge shall be made for the services of Operaionr's legal staff or other reg-
ularly emploved personnel {such services being considered to be Administrative Overhead under Section 1II), ex-
cept by agreement with Non-Operaiors. and {(b) no charge shall be made for the fees and expenses cf outside at-
torneys unless the empleyment of such attorneys is agreed to by Operator and Non-Operators.

9. Taxes
All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation
thereof, or the production therefrom. and which taxes have been paid by the Operator for the benefit of the Parties.

10. Insurance Premiums
Premiuwms paid for insurance required to be carried on the Joint Property for the protection of the Parties.

11. Other Expenditures
Any other expenditure not covered or dealt with in the foregoing provisions of this Section II. or in Section III,
and which is incurred by the Operator for the necessary and proper conduct of the Joint Operations.

111. INDIRECT CHARGES
Operator may charge the Joint Account for indirect costs either by use of an allocation of district expense items plus a
fixed rate for administrative overhead, and plus the warehousing charges. all as provided for in Paragraphs 1, 2. and 3 of

this Section III OR by combining all three of said items uncder the fixed rate provided for in Paragraph 4 »f this Section
III. as indicated next below:

OPERATOR SHALL CHAKGE THE JOINT ACCOUNT UNDER THE TERMS OF:
Paragraphs 1, 2 and 3. (Allocation of district expense pius fixed rate for administrative overhead plus
warehousing.)
[1 Paragraph 4. (Combined fixed rate)
1. District Expense

Operator shall charge the Joint Account with a pro rata portien of the salavies, wages and expenses of Operator’s
proauction superintendent and other employees serving the Joint Property and other properties of the Operator in
the same operating area. whose time is not allorated directly to the properties, and a pro rata portion of the cost of
maintaining and operating a production office known as Operator’s 1&w22t echyglon of T lce e
HENCBOOEXICEGL o R | sarving toe Unidt dren (or a comparable office if location changed), and neces-
sary sub-offices (if any). maintained for the convenience of the above-described office, and all necessary camps,
including housing facilities for employees if required, used in connection with the operations of the Joint Property
and other properties in the same operating arca. The expense of, less any revenue from, such facilities may, at the
option of Operator, include depreciation of investment or a fair monthly rental in lieu of depreciatiun. Such
charges shall be apportioned to all plopertle\ served on some equitable basis consistent with Operator’s accounting
pzactzce Drilling ~nd orodoecing cperstions will be aellocatad oo & 'mll vanlis wiin one
Grillidng wsll egqusl o 1 acing vells and e l~2.L\“’“ in charge parniitad gbhall e
$350.00 rar wenth per driiling well aad $50.00 po or /}uci“ 3 well.

2. Administrative Overhead

Yo v by

Cperater shall charge administrative overhead to the Joint Account at the following rates, which charge shall be in
lieu of the cost and expense of all offices of the Operator not covered by Paragraph 1 of this Section iii, inciuding
zalaries. wages and expenses of personnel assigned to such offices. Such charges shall be in additior to the salaries,

wages and expenses of employees of Operator authorized to be charged as direct charges as provided in Paragraphs
2 and 8 of Section II.

e
{3

WELL BASIS (RATE PER WELL PER MONTH) |

PRODUCING WELL RATE
(Use Current Producing Degih)

DRILLING WELL RATE
{Use Total Depth)

|
All Wells |
Well Depth Eoch Well First Five Next Five Over Ten . ‘

. . Ay oy pE LA T . - - SO
ArL Depthn B3LT.00 500.C00

The cost and expense of services from outside sources in connection with matters of taxation. traffic, accounting, or ’
matters before or involving governmiental agencies shall be considered as included in the overhead rates provided for in
-thiz Pavagraph 2 of Section IIL. unless such cost and expense are agreed upon between Operator and Non-Onperators

. as adivect charge to the Joint Account.

l



Operator’s Fully Owned Warehouse Operating and Maintenance Expense
(Describe fully the agreed procedurce to be followed by the Operator.)

Nowe

Combined Fined Rates
Operator shall charge the Joint Account for the services covered by Parapgraph 1. 2 and 3 of this Section ', the
following fixcd per well rates:
WELIL BASIS (RATE PER WELIL PER MONTH)
PRODUCING WELL RATE

ORILLING WELL RATE (Use Cureent Producing Dcepth)
(Use Totol Dcpth) Al Wells
Well Depth Each Well First Five Next Five Over Ten

Said fixed rate (shail) (shall not) inelude salaries and expenses of production foremen.

~
BN

Application of Administrative Overhead or Combined Fixed Rates

The following limitations, instructions and charges shall apply in the application of the per well ratcs as provided

under either Paragraph 2 or Paragraph 4 of this Section 1II:

A. Charges for drilling wells sizall begin on the date each well is spudded and terminate on the date the drilling or
completion rig is released, whichever is later, except that no charge shall be made during the suspension of
drilling operations for fificen (15) or more consecutive days.

B. The status of wells shall be as follows:

(1) Producing gas wells, injection wells for recovery operations, water supply wells utilized for water flooding
operations and salt water disposal wells shall be considered the same as producing wells.

(2) Wells permanently shut down but on which plugging operations are deferred shall be dropped from the
well schedule at the time the shutdown is etfected. When such a well is plugged a charge shall be made
at the producing well rates.

(3) Wells being plugged back, dritled deeper, converted to a source or input well, or which are undergoing any
type of workover that requires the use of a drilling or workover rig shall be considered the same as drilling
wells.

(4) Temporarily shut-down wells, which are not produced or worked upon for a period of a full calendar month,
shall not be included in the well schedule, provided however, wells shut in by governmental regulatory
other well or wells on the Joint Property. In the event of a unit allowable, all wells capable of producing
will he counted in determining ihe charge.

(5) Gas wells shall be included in the well schedule if directly connected to a permanent sales outlet even
though temporarily shut in due to overproduction or failure of purchaser to take the allowed production.

(6) Wells completed in multiple horizons, in which the production is not commingled down hole, shall be con-
sidered as a producing well for each separately producing horizon.

The well rates shall apply 1o the total number of wells being drilled or operated under the agreement to which

this Accounting Procedure is attached. irrespective of individual leases.

D. The well rates shall be adjusted on the first day of April of cach year following the effective date of the agree-

ment to which this Accounting Procedure is attached. Tne adjustment shall be computed by mulliplying the
rate currently in use by the percentage increase or decrease in the average weekly earnings of Crude Petroleum
and Gas Production Workers for the last calendar year compared to the preceding calendar year as shown by
“The Index of Average Weekly Earnings of Crude Petroleum and Gas Production Workers' as published by the
United States Department of Labor, Burecau of Labor Statistics. The adjusted rates shall be the rates currently
in use, plus or minus the computed adjustment.

For the construction of compressor plants, water stations, secondary recovery systems, salt water disposal facili-

ties, and othcr such projects, as distinguished from the more usual drilling and producing operations, Operator

in addition to the Administrative Overhead or Combined Fixed Rates provided for in Paragraph 2 and 4 of this

Section III, shall charge the Joint Account with an additienal overhead charge as follows:

A. Total cost less than $25,000, no charge. “ e -

B. Total cost more than $25,000 but less than $100,000, *° < of total cost. X0 e negoiliated.

C. Total cost of $100,000 or more, ¢ of the first $100,000 plus ,_j‘____(; of all over $100,000 of total cost.

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

of a single project shall not be treated separately and the cost of drilling wells shall be excluded.

The specific rates provided for in this Section III may be amended from time to time by mutual agreement between

the Parties hereto if, in practice, the rates are found to be insufficient or excessive.

IV. BASIS OF CHARGES TO JOINT ACCOUNT

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

1.

Purchases

Material purchased and service procured shall be charged at the price paild by Operater after deductior of all dis-
ccunts actually received.

Material furnished from Operator’s Warehouse or Other Properties

A. New Material (Condition “A”)

(1) Tubular goods, twn inch (2”) and over, shall be priced on Eastern Mill base (i. e. Youngstown, Ohio; Lorain,
Ohio; and Indiana Harbor, Indiana) on a minimum carload basis effective at date of movement and f. 0. b.
railway receiving point nearest the Joint Property, regardless of quantity. In equalized hauling charges,
Operator is permitted to include ten cents (10c¢) per hundred-weight on all tubular goods furnished from
his stocks in lieu of loading and unloading costs sustained.

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

{3) The Joint Account shall not be credited with cash discounts applicable to prices provided for in this Para-
graph 2 of Section 1V.

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

(1) Material in sound and serviceable condition and suitable for reuse without reconditioning, shall be classified
as Condition "B and priced at seventy-five per cent (7577 ) of the current price of new Material.

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

(a) After reconditioning will be further serviceable for original function as good sccondhand Material
(Condition “B”). or

(b) Is serviceable for original function but substantially not suitable for reconditioning, shall be classifi-
ed as Condition "C” and priced at fifty per ceat (5677 ) of current new price.

(3) Obsolete Material or Material which cannot be classified as Condition “B"” or Condition “C™ shall be priced
at = value commensuiate with its use. Material no longer suitable for its original purpose but usable for
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some other purpose, shall be priced on a basis comparable with that of items normally used for such other
purpose,
(4) Material involving crection casts shall be charged ot applicable percentage of the current knocked-down
price of new Matervial,
Premium Prices
Whenever Material is not readily obtainable at prices specified in Paragraphs ) and 2 of this Section IV because of
national emergencies, strikes or other unusual causes over which the Operator has no control, the Operator may
charge the Joint Account for the required Material at the Operator's actual cost incurred in procuring such Material,
in making it suitable for use, and in moviig it to the Joint Property, provided, that natice in writing is
furnished to Nen-Operators of the proposed charge prior to billing Non-Operators for such Material. Each Non-
Operator shall have the vight, by so electing and notifying Operator within 10 days after receiving notice from
Operator, te furnish in kind all or part of his share of such Material suitable for use and acceptable to Operator.
Warranty of Matlerial Furnished hy Operator '
Operator does not warrant the Material furnished, In case of defective Material. credit shall not be passed to the
Joint Account until adjustment has been received by Operator from the manufacturers or their agents,
Equipment and Facilities Furnished by Operator
A. Qperator shall charge the Joint Account for use of equipment and facilities at rates commensurate with cost of
ownership and operation. Such rates shall include cost of maintenance. repairs, other operating expense, in-
suranco, taxes, depreciation and interest on investiment not to excced six per cent (6¢7) per annum, provided
such rates shall not exceed those currently prevailing in the immediate area within which the Joint Property is
located. Rates for automotive cquipment shall generally be in line with the schedule of rates adopted by the
Petroleum Motor Transport Association, or some other recognized organization, as recommeded uniform charges
against Joint Property operations. Rates for laboratory services shall not excced those cwrrently prevailing if
performed by outside service laboratorics. Rates for trucks, tractors and well service units may include wages
and expenses of operator.
B. Whenever requested, Operator shall inform Non-Operators in advance of the rates it proposes to charge.
C. Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient.

V. DISPOSAL OF MATERIAL

Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus Condi-
“A” or “B” Malerial. The disposition of surplus Controllable Material, not purchased by Operator. shall be subject

to agreement between Operator and Non-Operators, provided Operator shall dispose of normal accumulations of junk

and

1.

The

scrap Maicrial either by transfer or <ale from the Joint Property.

Material Purchased by the Operator or Non-Operators

Material purchased by either the Operator or Non-Operators shall be credited by the Gperator 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-Operators, shall be in proportion to the respective
interests in such Material. The Parties will thereupon be charged individually with the value of the Material re-
ceived or receivable. Proper credits shall be made by the Operator in the monthly statement of operations.

Sales to Outsiders

Sales to outsiders of Material from the Joint Property shall be credited by Operator to the Joint Account at the net

amount collected by Operator from vendee. Any claim by vendee related to such sale shall be charged back to the
Joint Account if and when paid by Operator.

VI. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT
Material purchased by either Operator or Non-Operators or divided in kind, unless otherwise agreed to between
Operator and Non-Operators shall be priced on the following basis:
New Price Defined
New price as used in this Section VI shall be the price specified for New Material in Section IV.
New Material
New Material (Condition “A”), being new Material procured for the Joint Property but never used, at one hundred
per cent (1009 ) of current new price (plus sales tax if any).
Good Used Material
Good used Material (Condition “B”), being used Material in sound and serviceable condition, suitable for reuse
without reconditioning:
A. At seventy-tive per cent (75¢¢) of current new price if Material was charged to Joint Account as new, or
B. At sixty-five per cent (65% ) of current new price if Material was originally charged to the Joint Account as
secondhand at seventy-five percent (759¢ ) of new price.
Other Used Material
Used Material {Condition “C”), at fifty per cent (50%:) of current new price, being used Material which:
A. TIs not in sound and serviceable condition buf suitable for reuse after reconditioning, or
B. Is serviceable for original function but not suitable for reconditioning.
Bad-Order Material
Material (Condition “D”), no longer suitable for its original purpose without axcessive repair cost but usable for
some other purpose at a price comparable with that of items normally used for such other purpose.
Junk Material
Junk Material (Condition “E”), being obsolete and scrap Material, at prevailing prices.
Temporarily Used Material
When the use of Material is temporary and its service to the Joint Property does not justify the reduction ir price as
provided for in Paragraph 3 B of this Section VI, such Material shall be priced on a basis that will leave a net charge
to the Joint Acconnt consistent with the valuc of the service rendered.

VII. INVENTORIES
Operator shall maintain detailed records of Material generally considered controllable by the Industry.
Periodic Inventories, Notice and Representation
At reasonable infervals, invenfories shall be taken by Operator of the Joint Account Material, which shall include
all such Material as is ordinarily considered controllable. Written notice of intention to take inventory shall be
given by Operator at least thirty (30) dayvs before any inventory is to begin so that Non-Operators may be repre-
sented when any inventory is taken. Failure of Non-Operators to be represented at an inventory shall bind Non-
Operators to accept the inventory taken by Operator, who shall in that event furnish Non-Operators with a copy
thereof.
Reconciliation and Adjustment of Inventories
Reconciliation of inventory with charges to the Joint Account shall be made, and a list of overages and shortages
shall be jointly determined by Operator and Non-Operators. Inventory adjusiments 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 may be taken whenever there is any sale or change of interest in the Joint Property. It shall be
the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest takes
place. In such cases, both the seller and the purchaser shall be governed by such inventory.

Y
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PHONE 325.1182

FARMIRGTOM, W, M,

BANTA FE, M. M,

PHONE 983.-3971

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

PHONE 243.6691

BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION

Santa Fe, New Mexlco
January 8, 1964
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for a unit agreement, Eddy County, New
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BEFORE: DANIEL S. NUTTER, EXAMINER
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DEARNLEY, MEIER, WILKINS and CROWNOVER

General Court Reporting Service

Suite 1120 Simms Building

Phone 243-6091

Albuquerque, New Mexico
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e
BEFORE THE
NEW MEXICO OII. CONSERVATION COMMISSION
Santa Fe, New Mexico
January 8, 1964
EXAMINER HEARING
IN THE MATTER OF:
Application of Standard Oil Company CASE NO, 2967

of Texas for a unit agreement, Eddy
County, New Mexico.

BEFORE: DANIEL S. NUTTER, EXAMINER

TRANSCRIPT OF HEARING

MR. NUTTER: We will call Case 2967 next.

MR. DURRETT: Application of Standard 0il Company of
Texas for a unit agreement, Eddy County, New Mexico.

If the Examiner please, we have received a request from
Mr. Smith, District Land Man with Standard 0Oil Company of Texas,
requesting that this case be continued to the 22nd.

MR. NUTTER: Case Number 2967 will be continued to the
nine o'clock A. M., January 22nd Examiner hearing, at this same

place.
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STATE OF NEW MEXICO X

COUNTY OF BERNALILLIO 1

I, ROY D. WILKING, Notary public in and for the county

of Bernalillo, state of New Mexico, do hereby certify that the

foregoing and attached Transcript of Hearing pefore the New

Mexico Oil conservation Commission was reported by ne, and that

Phone 243-0001

the same 1is 2 true and correct record of the said proceedings, to

the best of my knowledge, skill. and ability.

Service
New Mexico

WITNESS my Hand and seal of office, this gth day of

WILKINS and CROWNOVER
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General Court Reporting Service
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BEFORE: DANIEL 5., HUTTER, ESAMINER

MR, NUDTTERK: We will call case 2967 next.
MR. DURRETT: Application »f 3tandard 0il Company of

Texas for a unit agrveement, sxiily County, How Mexico.

o

I7 the Examiner please, we have racelved & request from
Mr. Smith, District Xrend Man with 3tandard Ci! Company oif Texis,
requesting that this case be continued to the 22nd.

MR, NUPTER: Case Number 2967 will bhe continued to the
nine o'clock A. M., January 22nd Examiner hearing, at this same
place.
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Spanoarg O0in CoMBANyY oF TEXAS)

P, 0., Box 1837
Roswell, New Mexico

Jrnu:ry 15, 1964

GEOLOGICAL REBPORT
JURNRGAN POINT AREA
Eddy County, New Mexico

The Juraegan Point Unit is proposed to provids for evalvation
of = loe:)l ~momily »lomg  northwest~southecst trending structursl ridge.
The Jurnegsn Poiut ridge ~pperras to parallel the Huspsche Monocline, «
rrominent swrf:ee structwre loczted 12 miles to the west. The tvo fes-
tures are belicved 10 wo gewssitclly relrted. both resulting from Wolf-
coupinm tectomion., Structuresl evidences for the Jurnegen Poiut trend -re
regions]l subsurface comtours of the Siluro-Devomni~n strate nnd the pre-
vailing grovity axis in the jamedlcts zre:s.

Inmterpretstion of serizl photographs revenls 'n sntielimol
npomaly loe=lly coineident with the crest of the Silurc-Devonian sub-
surfasce Jeatuwre. Although wany surface folds are evideut in the genersl
aren, moet sre due to drape over Guadalupi:n reefs, The Jurneg:n Point
surfses anticline is believed ¢to be 3 vulid inference of deep structure
beeruse 1t trends in & direction differing froe that of the Capitan Reef
complex. It io suggestive of a buttress around vhich these late Peraian
ags reefs grevw, forwing  proainstce vhish extended into the Delowere
Pasin,

The proposed unit cutline ia designed to encompass the swrfsce
feature, to locate within the postulsted sudsurface anom~ly, z2nd to in-
corporate the sxis of ths locsl gravity meximum.

The primery stratigrephiec objective in the =~re: is the porous,
fractured Stiluro-Devemian carbomnste mection, with :dditlonsl zomes of
interest provided by Pennsylvsnisn =nd lower Permisn rocks, 3ufficient
well coutrol exists to tndicate that » 12,000 foot test will rdquately
ov=lucte the prim:sry oblective.



