CASE 3042: Application of GULF
OIL CORP. for approval of the
NORTHWEST TATUM STATE UNIT.
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Deceaber <, 1964

Guls Qi1 Corporation
P. O. Box 193g

Roswal], New Mexico

Re Horthwest Tatum

Lea County, New
Termination

Mr. wWilliam v,

“tate Unijt
fexico

Attention: Kastler

Gentlemen ;

The Conmisaioner o
date vour

Tatum Stat

f Publie Landg.
Applicatioy for the Te.mina

approved au of thig
@ Init Agreement. len

tion of the Horthwest
County, Hew Mexico,
We arg enclosing ap original ang One copy of the .
Application together with four Certifiratag of Zpproval of
this Termination.

BY:

Teqg Bilberry,

Director
01l & Gcag Depa

rtment
ESW/mar/v
cey

0il Conscrvation Commiggjon
Santa re, New Mexico




-
i

—

)
. H " [ 2 o B T 4 . :;_':
/ . i =2 ; ) s . - ey e e ™, e P4
Suwld ©Oi) Sorvordariomn
’ w
> LAW DEFARTMENT ~—t
L Booth Kellough > P.O.Box 1938
Py T TINAL ATICLNE ¢ o
‘ L e el REtwell. New Mexico
\_" ATTORNEY ROSAELL E::;
v William V. Kastler >
Novemher 12, 1964
P
- A
/ 2 -

The Ccmmissioner of TPublic Lends
for the State of New Mexilco

P, O, Box 1148

Santa Fe, New Mexico

Attentions DMprs, Marian M, Rhea, Sunervisor
Unit Division

Re: Request for Termination of the
Northwest Tatum State Unit

Gentlemen:

Enclosed please find an original and one copy of the
Request for Termination of the Northwest Tatum State Unit,
You will no doubt wish to issue an Order of Termination,
and I would appreciate it if you would send four coples
of such order in addition to the one which should be filed
with the 0311 Conservation Commission., I am assuming this
is & matter in which the State Land O0ffice would prefer
to use its own form, If this is not the case, upon being
so advised by collect telephone call, I will be glad to
prepare such an Order in line with your instructions.

Very truly yours,

’ )/' 70
Willlam V, Kastler
WVK:eJi

Enclosures

cec: New Mexico 0il Conservation Cormmlission

%\ P. O. Box 2088

Santz Fe, New Mexico
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To:  The Jommlssioner of Fablic Jands -
for tne State of New Mexico 2

State Land Office -
Santa Fe, New Mexico e

REQUEST FOR TERMINATION OF THE
NOATRWEST TATUM STATE UNLT
LEA COJUNTY, NEW MEX1CO

The undersigned together with other Working Interest Owners
executling the ordginal or counterparts hereof, who collectlvely own,
orr an acreage basis, in excess of 75% of the working Interest in the
Northwest Tatum State Unit Area, state as feoliows:

The initvial test well drilled in the NW/4 SE/U of Section 10,
Township 12 South, Range 3% East, to a depth of about 11,500 feet resulted
in a dx»y hele., Further drilling pursuant to Sectlion 8 of the Unit Agree-
ment is, in the opinion of the undersligned Working Interest Owners, un-
warranted and impractlcabhle under the circumstarces appearing at this
time.

The Working Tntereast Owners under the Northwest Tatum State
Unit Agreement whc Jjoin irn this Reguest for JTerminstionn by an executed
counterpart nerecf respectfully regussl that the Northwest Tatum State
Unit Ageeement bg terminated. -

o AR
GULE O1L CORPOATION

P 4
Attorney-in-Fact

i

Ry

Assistant Segr, 1ce-Presiden

Dat&: S 10-5-64

- o ”’W/SKELLY OTL COMPANY
v Lt - /
- B
: By e //, 7 ‘.\ \k; [;' \;_ /

y 3 [N
~ Attorney-Ani-Fact  ——

ATTEST:

Assistant Secretary Vice Fresiglht
Date: (-2 1-5 4




THE STATE O NEW MEXICO Q
o0
-

COUNTY OF CHAVES §

=
Th iorggoino Instrument was acknowled eﬁ be?@re me this /¢ ‘L

day of iy 1964, by F .-MORTIEY ,

AULOPneyﬂLu—rabu Tor o OTL COPPVHATION, & rennsylivanila corporatlion, on

benalf of saidﬁco”poration°

oo e ( ? e
T e - é - )
. . . ( < i /‘:\'/( E i ol Ag £

' Notary Publie
iy Comm15éibn E\miweqv

My Cumm shisr ¢

w

e SO
e ‘ THE STATE (Qa&lrw Q

T COUNTY OF i

551?1
e;?;£225%ifrg instrument was acknowledged before me this
ay of s 1964, by JOHEN P. HAMMQND s
VLce;Pﬂecident ol AVERADA FETROLEUM CORPCRATION, a nyCLAﬂLAAr4¢&1/f
corporation, on behalf of =ald corporation,

jZiiicg_/7 <:;2 CEZL/szx

Notary Publle

IVMy Cc.‘iss1on Expires:

yayyi /7

7

THE STATE OF / , 1

&
COUNTY OF _ - M ]
i 4

,/fge forepg in:tr”mentlwas acknowledged before me this 1222_5%%%
day of , 1964, by e :
Attorney- in Fact for SKELLY OIL COMPANY, gmﬂmf cor-

poratlon, on behalf of sala corporatio“

) - "</ }/ / %ﬂ;/ <

- Notary Public N\
My’Ciﬁ&issi n Expires: ; /
N J:Z/‘?, /DQ J . .

5 STATE OF 4. (. .3 {
COUNTY OF A }

The foregoing instrument was acknowledged before me this g 7}
day of s 3 , 1964, by B, B, 1IITTOR, JR. s
Vice President of TIDFWATER 0IL COMPANY, a e ) cor-
poration, on behalf of saild corporatlon. T T

3 , Vs WP o 2 /ﬂ LY ;: Lo b G fid
TN Votary Public
My Commlission Explres: T
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] . -
R~ I~ i N




AN QFFICE 000

BoJN 11 P o136

1 {
. s |
i i |
L !
L2 Slete i Steis State Sterte Stare
ead -
'~‘_Y'?*!}i!s‘fr1T PN U - s 4]3I’ZY|TQL3 2 1 |
- *Eun . ; E Gulf {
) e i 1* Texas Pacific # Ywrwtion oo o
. [3 . L€e 52
e T ‘-‘m e b N — d ir3e es b — . A ....-__.‘ .:_'.-. PR R T
L ¢ ¥ Liog ; \ R . i %
A R ; ~iokelly RN E
A N ; IR 44 : |
~ N YO | - T ) eew
> .. > ? diarie T - 4 Ehutr :
P . t ot em : ; 43 G Ut TAIVE
b { h LAT 3YT 8 2130
r - -~ - ) 6 org N3°Ti 0t
‘ LERTNYY : o e State : 235 29 s
Sraze Stots sCAe S‘fo’s#
L Y " L Led-Stafe
ey “« - - e e
{5:115 ¢ © Tide Water L'S‘uz:;r
, f B RN -1
{ ! e
i =y
! i i  iga Vel L:.‘-’":"':I
i l 1088 3
LR - USRI W SRR WU - SE—. ——-a -2
! B Tide Water pEE-- il t vITeR
610 p i { !
] ' [}
[ e 1 ] .
{2 Stal
, st war PReGhLow g VT
: .;va;,~L O are TN Store Srars
2 1 1 .
+ ‘ I .
! 9$kcltj 1
iy I
—_— ) ~ Foel
: ) = - T - 1
f ; 2 Shelt S Cun
PR Y CRRPArYy
16 :
|
!
K’ ~ Mop:e ‘W/I:on-:
N Srare.m
1 EI l 25 SED Mmide | S de ares
. @ Souther: Pefra s FChamplin . ©-2-65 | § 63
. - &t C] § . . 1w 1-19-8
# T Wdwest Y srrs™ T 8 - . H
. | W v T ¥ Morgee” SA'YC).S !Al‘l’ ::"!‘5(9! ! T
| LONG 103°23 81 o° X :
L- f‘ _ ‘\\" ' Lrevo | i
i v e P i o e o ] l v —24- i
;, phar 51T oly £ Seu. .
et 7 LAY -1
; LERES
: Mople Wriios. i
Stole Storte - Srota-m
ﬁl, : vnd ._4:.“_“.‘:":’_:' ot lapn
Tract Ro. State lease No. EXHIBIT "A"
R —— A
1 B-8469 NW PATUM STATE QIT
2 B-8549
3 3'89% 1600 Acres
k 0G-1834 11,500' Strawn Test
5 oC~LOho-1
6 0G=-4559-1 Lae County, New Mexico
7 0G-5223-1 .
8 K-2468-1 Scale: 1" = 3000’
-2469-
9 K 1 . (pit Outline
. @ Proposed Location




01!, CONSERVXAIICH CO: ¢ 1SSION
SANTA FE, LEW LEXICO

' e 5/8 Jet
Fhore 6’/7 &Y

CASE oL 2 Hearing Date
25 &) S&

er in the above numbered cas2s are 2s follouws:

y recommendations for an ord

ST Ll
ol Vi Stz

W%‘Z'W




GOVEIRNOR
JACK M. CAMPBELL
CHAIRMAN
- LAND COMMISBIDNER STATE BEDLOGIST
S £ % JONNNY WALKER A L PORTER, 4R
i MEMBIR SEORCTARY - DIRECTGR
P .
May 13, 1964
Res Case Mo,

4 Mr. Bill Kastler ——
& Gulf 0il Corporation Order ¥e. _R-2703
% Post Office Box 1938 Applicant:

Roswell, New Mexico
Gulf 0il Co

; Dear 8ir:
Enclosed herewith are two copiss of the above-izferenced
' Comaission order recently entered in the subject cass.

Vary truly yours,

i

A. L. PORTER, Jr.
Secretary-Director

ix/
Carbon ocopy of oxder also sent to:
Bobbs OCC x

Artesia OCC
Astec 0OCC

oTImR




PEFORR THE OIL COMEMRVATION COMiIcs 1oN
OF TR [TATYE GF Yo HEXICC

- I8 THS AVTTER OF THR HEARING

- CALLED BY THE OIL CONSERVATION
COMMISSICN OF EEN MAXICC POR
THE PURPOES OF CONEINARLIEC:

APPLICATDION OF GULF CIL CORPORATILN
FOR APPROVAL OF THE m0afdaiyr Taruil
3 CTATE ONYIT AGRERMEWT, LAA QUMY
NEW HEBYICO.

B

This cause oane on [or hearing st @ Oo'¢lody a.w, on May 7,
1994, &t Santa Fe, Fes Mexleo, before Axemiver Danlal & fhuatter.

BOW, on this S A aay o May, 1004, thr Coasiesion, a
muarun heing mrasent, having considegs) the Ceztimony, the roodes,
2t Lhe recoasmendations of the Seaxine?, and being Tully advisesd
in the promieew,

Friufs
(1} That <ue public rpotice havive baen viven as roguirad Ly

law, the Commiasios has jurlsdinticn of thig cavee and the subject
aattay thereof.

(2} That the ammlicant, Gulf GLl Corperacion, sseaks approval
of the Northwest Tatur ftate Lnit greemernt coverinog 1,500 acrae,
pOre Or lesk, of Ftate land in Townsghip 12 Soutl, Range 35 Sasxt,
EMPH, Lea Courly, Wew Hexioc,

(3) That aprroval of the propoesd Borthwsst Tatur State
Uit Acrsemant will in evinsiple tend to prosote the congarvatiar
of uil and vas and the praventlon of warte.

T _Z2 : RE © rARE)

(i} ‘Phat the NVorth-est Tatuwm Stats Unif Agrsenart iz hersbhy
AppE Ve,
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{2} Phay the vlan wsdar el enli ares shall no oper-
abad shall e ewiipuoad o the oy of g weit drrosuent foy tha
Javelupent &vd spevasiion o Yhae Horffvaast Tatum Gtate Onit areg,
and zueh pfan ghall Lo lnown as the Herthregst Tatum Siate Onde
anrewsert Pran.

o
[a
v}

{3} ‘'Thar dhs Meortivise nvm Bhala Wiy Sgresmcant Tflan i
nereby approved Lo princdpls at 3 progey conzenvallor ssasvre:
provided, however, that ostwivnegtanding any of Lhe provislans
souvainegd in eald urit agreseony, fhin approvel shall not e
cungldered 4t walving 6r relinguirainn. in apy anter, any rioht,
duty, or okliasation whish o now, ov nuy harsafter e, veeiad in
tha Cil Connervation u\:ui&nioh SH fes Danioe by law raialive Lo
the supsreision and controel of opEiratisne for the seploration an?
developresnt of any lands ncwﬂktt&é ¢ Lhe Borthweat Taten diats
Unit, or ralative 20 2he produsklon of 24t or gae thearefron.

{4} (a) “That rhe uvplt &res ghall ba:

KEw MEXIC0 PAIDCIPAL MERIDIAN

LEA COLRTY, W #ZEYICG
TOANERID 12 GOUTR, RANGE 3% gauT
Lo bom 531
gaction 3
Seat Lon
Cartion

v I
ked
Ll

-

Ha
HA2 and EW/A4
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A

coptaining 1,608 acrer, 2o¥a or 1468,

() That the unit &'ea Ay D& enlayand or cobtracted

# ovowlded ik gaid plan; provided. howawvar, :pgt ﬁﬁﬁihiﬁﬁﬁ&ti?é

EPPLoval fOr SRTALARIOR OF a“tr;ctﬁwn f tha vrit arss seet aiso
o obtsingd frosm the Sacyetagy-Lirsctor of ths Sonmiagion.

i

(%)  “hat the undit opavaior shall flis with thie Swaniseiaon
an aEssLted origissl or sxgcvhad counterpard of the Sorithwaet
i

L
*(

Tatws Htats Un agtessant within I Jaye aftesr the wifantive

date therenf In tha svent &f suhesguant jolndse hy any party

oY expangion of :cutraﬁtiQﬁ 2f the anlit area, the unit oparator
zhall fijie with the Joosi 3 daye inureafter otuntere
pReee ©of the unil agre $¢ﬁ§ re‘ler ipy: tha gubseription of Choge
intarssts Bavineg ﬁcitef v ratified.
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{¢} That (DI ardar shaill heconss aftective upon tha apncceal
¢ cadd urit agyesnert vy GnE Tasniane st <% paolie lande Ter the
cr e of Pew Hexiao an® ghail tesvdosde 088 $3chey up the tor-
miuation of

caid unit agreemant, The lapt unit OPBratoE ehall
ot Ly A Cemmisnton inasdiately in writing of auch rersination.
{7y Shat juriedictlion o€ rhiz cauae b rotainged bor the

skpy of such rarther orders an the Commienion way deem neaews
SHXY.

v

cOHE at Hapta Fa, Dew sesiac, o Yhe cay st yeay hogeine
anove dsalgratad.

JACE M. CAHPRELL, ~hadivsan

A, %, PORTER, Jr., Fgmher & Hocralary

5 £ ak
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BETORE THE QIL CONSERVATIOR COMMISSION

!IN THE MATTER OF THE HEARING |
/CALLED BY THE OIL CONSERVATION
ICOMMISSION OF NEW MEXICO FOR 7
(THE PURPOSE OF COWSIDERING: *

H

ﬁ CASE No. 3042 i
i Order o, R-2703 i
|
h
APPLICATION CF GULF OIL CORPORATION
@on LPPROVAL OF THE NORTHWEST TATUM
[STATE UNIT AGREEMENT, LA COUNTY,
NEW MEXICO.

/| ORDER UF THE COMMISSION

This cause came on for hearing at ¢ o'clock a.m. on May 7.
1964, at Santa Fe, New Mexico, hafore Examiner Danisl &. Nutter.

NO7, on this_13th day of May, 1364, the Commissgion, a
quorum being present, having considered the testimony, the recorxqd,
anc 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, Gulf Oil Corporation, seeks approvai
of the Northwest Tatum State Unit Agreement covering 1,600 acres,
imore or lese, of State land in Township 12 South, Range 35 East,
NMPM, Lea County, New Mexico. ‘

{3) That approval of the proposed Northwest Tatum State
Unit Acgreement will in principle tend to promote the conservaticn
of oil and gas and the prevention of waste.

IT IS THEREFORE ORDERED:

‘ (1) That the Horthwest Tatum State Unit Agreement is hereby

i
I
Happrovedt
1 b
|

0
|
H
i

i i
{i

'

" 1
!
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JCASE No, 3042
i Order No. R=~2703 i

H (2) hat the olan wvwnder vhich the unit arca shall be oper-
rated shall i gubraced in the form of a unit agreewant for the

i development and operation of the Nerthwest Tatum State Unit Area,
and such plan shall be known as the Northwest Tatum State Unit

(3) That the Northwest Tatum State Unit Agresment Plan is ;
ihereny approved in principle as a proper concservation measuvre; i
I pE rovided, however, that rotwithstanding any of the provisions !
{oontalneo in said unit agreaement, this approval shall not be
&vcns;cerea as waiving or relingquishing, in any manner, any right,l
| duty, or obligation which is now, or wmay hereafter he, vested in |
ﬂthe Cil Conservation Commlesion of New Mexico by law ralative to |
the supervision and contrxol of operations for the exploraticn and’
,dev&lopment of any lands ccommitted to the Northwest Tatum State !
{onit, or relative to the production of oil or gas therefrom. |

[
i

; (4 (a) That the unit arsa shall ke:

NEY MEXICO PRINCIPAL MERIDIAN

LEA COUNTY, NEW MEXICO !
TOWNSHIP 12 SOUTH, RANGE 35 EAST
Section 10: All
Section 1l: /2 ;
| Section 1l4s Mi/4
t Section 153z N/2 and 85wW/4

containing 1,600 acres, more or less.

(b) That the unit area may be enlarged or contracted
as provided in said plan:; provicded, howaver, that administrative
| approval for expansion or contraction of the unit area must also
| be obtained from the Secratary-Director of the Commission.

%E (5) That the unit operator shall file with the Commission
I an executed original or executed counterpart of the Horthwest

Tatum State Tait Agresment within 30 days after the effective

date thereof, In the event 0f subssguent joinder by any party ;
or expansion or contraction of the unit area, the unit operator |
shall file with the Commiesion within 30 days thereafter counter-,
parts of the unit agresment reflacting the subscription of those
interests having joined or ratified. ;




[ =3-
| CASE o, 3042
H Order Ro. R-2705 ;

t

i

j{ (6) That this order shall become effective upon tha approvil
lof said unit agreement by the Comrisrioner of Public Iands for the
i State of New Mexico and shall terminate ipso facto upon the ter-~ |
i mination of said unit agreement. The lact unit oparator shall
{
i
]
|

il
iy notify the Commission immediately in writino of such terminaticn.

l (7) That Jjurisdiction of tuie cavse is retained for the |
pentry of such further orders as the Commission may deam neces-
SATY .

DONE at Santa Fe, Kew Mexico, on the day and year nerein-
ahove designated.

STATE COF NEW MEXICO
OIL CONSERVATION COMMISEION

' A
Y ’\ 11 "Ir\ f\‘
B
aw

SR vnip\ h
-té M. CAAPBELIL Chaxrmdn

/{ (. ‘/(4/5( S
B u. WKLJVQ+ Hamnor/y

(f

A, L., PORTER, Jr., {;mber & Secrstary

esr/
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

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

CASE No. 3042

Order No. R~ ;2 70 >

APPLICATION OF GULF OIL CORPORATION
FOR APPROVAL OF THE NORTHWEST TATUM
STATE UNIT AGREEMENT, LEA COUNTY,
NEW MEXICO.

ORDEP. OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 ofclock a.-m. O
May 7 , 1964 , at Santa Fe, New Mexico, before Dgg?éﬁ S. Nutter .
Etaminer-dulty~appeirnted-by-the-0ii-Censervation Commission of-New
Mexicao, hereirafter_referred_ to_as_the_ MCommission,!. in accardance.

with Rule-1214 -wE-the-Commission-Rules—and-Regalatdicne

NOW, on this __day of May , 19 64, the Commission,
a quorum being present, having considered the mppbicebixaxxsthex testimony,

the record,exxdoxcxxxddmeadx and the recommendations of the Examiner,

mmmmmme e wm—mmee————r 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, Gulf 0il Corporation, seeks approval
of the North%est Tatum State Unit Agreement covering 1,600 acres,
more or less, of State land in Township 12 South, Range 35 East,
NMPM, Lea County, New Mexico.

(3) That approval of the proposed ﬁorthwest Tatum State
Unit Agreement will in principle tend to promote the conservation
of 0il and gas and the prevention of waste.

IT IS THEREFORE ORDERED:

(1) That the Northwest Tatum State Unit Agreement is hereby

approved.
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, CASE No. 3042

(2) That the plan under which the unit area shall be oper-7

. ated shall be embraced in the form of a unit agreement for the

development and operation of the Northwest Tatum State Unit Area,

it and such plan shall be known as the Northwest Tatum State Unit

Agreement Plan.

(3) That the Northwest Tatum State Unit Agreement Plan is

| hereby approved in principle as a proper conservation measure;

provided, however, that notwithstanding any of the provisions
contained in said unit agreement, this approval shall not be
considered as walving or relinquishing, 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 Northwest Tatum State
Unit, or relative to the production of oil or gas therefrom.
(4) (a) That the unit area shall be:

NEW MEXICO PRINCIPAL MERIDIAN

LEA COUNTY, NEW MEXICO
TOWNSHIP 12 SOUTH, RAMGE 35 EAST
Section 10: All
Section 11: W/2
Section 14: NW/4
Section 15: N/2 and SW/4

containing 1,600 acres, more or less.

(b} That the unit area may be erlarged or contracted
as provided in said plan; provided, however, that administrative
approval for expansion or contraction of the unit area must also

be obtained from the Secretary-Director of the Commission.

1
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CASE No. 3042

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

an executed original or executed counterpart of the Northwest

Tatum State Unit Acreement within 30 days after the effectiv:
date thereof. In the event c¢f subsequent joinder by any party

or expansion or contraction of the unit area, the unit operator

shall file with the Commission within 30 days thereafter counter-

parts of the unit agreement reflecting the subscription of those

interests having joined or ratified.

(6) That this order shali become effective upon the approva

of said unit agreement by the Commissioner of Public Lands for the

State of New Mexico and shall terminate ipso facto upon the ter-

mination of said unit agreement. The last unit operator shall
notify the Commission immediately in writing of such termination.

(7) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem neces-
sary.

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

i
H

i
t
!
|
!

i
i
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wW. B, tiopkins P.O. Drawer 1338
LT AL Roswell. New Mexico 88201
R A A
April 21, 1964
H,A.Re;:\km o L
(161RI T SEFWiTES MANAGER ) Z/«/ ,.; -, ) ~ >/ I'e
Secretary-Director
New Mexlco 011 Conservation Commisslon
P. 0, Pox 2088
Santa Fe, New Mexico 87501
Re: Application of Gulf 0il Corporation for
the approval of the Northwest Tatum State
Unit Agreement providing for exploration
of 1,600 acres, conslisting of parts of
Sections 10, 11, 14 and 15-12S-35E.
Dear Sir:

Gulf 0il Corporation as the proposed Unit Operator respect-
fully hereln requests the Commission's approval of the Northwest
Tatum State Unit Area on the grounds that the proposed unit plan
will in principle tend to promote the conservation of oll and gas
and the prevention of waste. In support of 1ts application, Gulf
states as follows:

1, Tnat the Unit Area shall be:

T, 12 S., R. 35 E., N ,M.P,M,

Seetion 10: All

Section 11: W/2

Section 14: NW/4

Section 15: N/2 and SW/4
containing 1,600 acres, more or less,
more fully shown on the enclosed Plat.
marked Exhibit "A". '

2. That a reasonable interpretation of subsurface and
seismic information indicates a low-relief Pennsyl-
vanian structure similar to that producing oil from
the Cisco formation in the Ranger Pool located
approximately six miles to the Southwest.

3. That the Unit Uperator shall file with the Commission
an executed original or an executed counterpart of the

)
Gulf
\ 4

GQuil¢ Ol Cerpeoradtieomn

ROSWELL PRODUCTION DISTRICT
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Seeretary-Director

New Mexico 011 Ceoneservation Commlssion
April 21, 1964
Page 2

Northwest Tatum State Unit Agreement wlthin 20 days
- after the effective date thereofl,

4, Trhat any party owning rights in the unitized sub-
stances whilch does not commit such rights to said
Unit Agreement mefore the effective date thereof
may thereafter become a party thereto be subseribing
to such agreement or a counterpart thereof or by
ratifying tne same. A subsequent joinder shall be-
come effective on the first day of the month following
the filing with the Commissioner of Public Lands and
the New Mexico 011 Conservation Commission of duly
executed counterparts or ratifications.

5. That there are no federal or fee lands involved in this
application and the unit agreement form 1is an exact
facsimile of a form of unit agreement published by the
Commissioner of Public Lands for the State of New Mexico.

6. That the Order of the Commission should become effective
upon the approval of said Unit Agreement by the Com-
missioner of Public Lands for the State of New Mexico,
and shall terminate ipso facto upon the termination of
said Unit Agreement.

The Unit test well is to be locafted at a lawful locatiocn in the
NW/4 SE/U of Section 10-123-35E., The well is projected to a depth
adequate to test the Pennsylvanian formation, not to exceed 11,500
feet,

It is requested that this matter be set for hearing at the
earliest time,

Respectfully submitted,
GULF CIL CCRPORATION

By\\gE;:Eé:kéq:zﬁﬁ“s;iﬁhalhho

W, B. Hopkiks

WVK:eji
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W. B. Hopkins
[ISTRICY MANAGER

@Quli @il Corpeoratieon

ROSWELL PRODUCTION DISTRICT

;
1

M. |. Taylor
DISIRICT FROG TN
MANASER

F. O. Mortiock ApPil 21, 1964
TLSIRICT EXCLOTATION
MARLGER

H. A Rankin
CISIRILT BEBVITES MANAGER

Secretary-Director

New Mexico 0il Conservation Commission
P. 0. Box 2088

Santa Fe, New Mexlco 87501

Re: Application of Gulf 01l Corporatlion for
the approval of the Northwest Tatum State
Unit Agreement providing for exploration
of 1,600 acres, conslisting of parts of
Sections 10, 11, 14 and 15-12S-35E.

Dear Sir:

Gulf 01l Corporation as the proposed Unit Operator respect-
fully hereiln requests the Commission's approval of the Northwest
Tatum State Unit Area on the grounds that the proposed unit plan
will in principle tend to promote the conservation of oil and gas
and the prevention of waste. In support of its application, Gulf
states as follows:

1. That the Unit Area shall be:

T, 12 §., R. 35 E., NgM,P,M,

Section 10: All

Section 11l: W/2

Section 1#4: NW/L

Section 15: N/2 and SW/4
containing 1,600 acres, more or less,

more fully shown on the enclosed Plat.
marked Exnibit "A",

2. That a reasonable interpretation of subsurface and
selsmle information indicates a low-relief Pennsyl-
vanian structure similar to that produecing oil from
the Cisco formation in the Ranger Pool located
appreximately six miles to the Southwest.

3. That the 1nit Operator shall file with the Commission
an executed original or an executed counterpart of the

S

’

P.O. Drawer 1333
Roswell, New Mexico 88201




Seceretary-bDirector
New Mexico 0il Conservation Commission
April 21, 1964

Page 2

4.

Northwest Tatum State Unit Agreement within 30 days
after the effective date thereof,

That any party owning rignts in the unitized sub-
stances which does not commit such rights to said

Unit Agreement before the effective date thereof

may thereafter become a party theretc be gubscribing
to such agreement or a counterpart thereof or by
ratifying the same, A subsequent joinder shall be-
come effectlve on the flrst day of the month following
the filing with the Commlssioner of Public Lands and
the New Mexico 0il Conservation Commission of duly
executed counterparts or ratifications.

That there are no federal or {ee lands involved in this
application and the unit agreement form 1s an exact
facsimile of a form of unit agreement published by the
Commissioner of Public Lands for the State of New Mexico.

That the Order of the Commission should become effective
upon the approval of said Unit Agreement by the Com-
missioner of Public Lands for the State of New Mexico,
and shall terminate ipso facto upon fhe termination of
said Unit Agreement.

The Unit test well is fto be located at a lawful location in the
NW/4 SE/U of Section 10-12S-35E. The well 1is projected to a depth
adequate to test the Pennsylvanian formation, not to exceed 11,500

feet,

It is reguested that this matter be set for hearing at the
earliest time.

WVK:eji

Regpectifully submitted,

GULF OIL CORPORATION

W. B. Hopk\ns
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ROSWELL PRODUGTION DISTRICT
W. B, Hopkins . Q. Drawer 1238
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CigTRICY PO TN
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L. F. O. Mortiock Apr‘il 2]} 196)4

DT T ENELOSATICN
e VAN R
e Lo
-~ . H. A. Rankin
DISTEILT SEIVICES MANALER

Secretary-Director

New Mexlco Qi1 Conservation Commission
P. 0, Box 2088

Santa Fe, New Mexico g875C1

Re: Applicaticon of Gulf 0il Corporation for
the approval of the Northwest Tatum State
Unit Agreement providing for exploration
of 1,600 acres, consisting of parts of
Sections 10, 11, 14 and 15-12S-35E.

Dear Sir:

Gulf 0il Corporation as the proposed Unit Operator respect-
fully herein reguests the Commission's approval of the Northwest
Tatum State Unit Area on the grounds that the proposed unilt plan
willl in principle tend to promote the conservation of oil and gas
and the prevention of waste. In support of its application, Gulf
states as follows:

1. That the Unit Area shall be:

T, 12 S., R. 35 E., N,M,P,M,

Section 10: All

Seetion 11: W/2

Section 14: NW/4
Section 15: N/2 and SW/4

containing 1,600 acres, more or -less,
more fully shown on the enclosed Plat.
marked Exhibit "A",

2. That a reasonabie interpretation of subsurface and
seismic information indicates a low-relief Pennsyl-
vanian structure similar to that producing oil from
the Cisco formation in the Ranger Pool located
approximetely six miles to the Southwest.

3. That the mit Operator shall file with tre Commission
an executed original or an executed counterpart of the




Sceretavy-Dirvector

New Mexico C11 Conservation Commission
April 21, 1964
Page 2

Northwest Tatum State Unit Agreement within 30 days
after the effective date thereof.

4. That any party owning rights in :he unitized sub-
stances wnich does not commit such righte to said
Unit Agreement before the effective date thereof
may thereafter become a party thereto be subscribing
to such agreement or a counterpart thereof or by
ratifying the same. A subsequent joinder shall be-
come effective on the first day of the month following
the filing with the Commissioner of Public Lands and
the New Mexico 0il Conservation Commission of duly
executed counterparts or ratifications.

5. That there are no federal or fee lands involved in this
application and the unit agreement form is an exact
facsimile of a form of unit agreement published by the
Commissioner of Public Lands for the State of New Mexico.

6. That the Order of the Commission should become effective
upon the approval of salid Unit Agreement by the Com-
missioner of Public Lands for the State of New Mexico,
and shall terminate ipso facto upon the termination of
sald Unit Agreement.

The Unit test well is to be located at a lawful location in the
NW/A SE/& of Section 10-12S5-35E. The well 1is projected to a depth
adequate to test the Pennsylvanian formation, not to exceed 11,500
feet,

It is reguested that this matter ve set for hearing at the
earliest time.

Respectfully submitted,

GULF OIL CORPORATION

- R -

W. B. Hopkis

WVK:eji
DOCKET MANLED
Enclosure . L
- /4 - " ) /) /:/ Py ;“,;/
‘h AT .

7 \/




[}
i
{
i .
Store Store 5701 Srore Stota
{
s.‘ls;" ¢ Ty T R ¢ P T ne o
-7 l,b::';)a&v-‘ ey < —"_ﬂ’_ " ¢ '&775‘5’2’” EESTE
:‘ . ;‘—‘a—“--‘---~'—+- — o - d. - d. T 4 P S ol L -4 ——— + 8T 1a 4 <~{' -
AN f !
(SN
3 2 Ié?SBD
——————— - A PN TS
_:.-.C:,, f \‘5/
LT ) VS C8GSs TTaTus
. CAY 33,8 2. 1)@
b ——— e -~ B LOx% 032402
! Vo 21599 4
' £es - Spate 3
Stole Srore 523c Srgre <peen
v N ] . { lead-S25 .
= T . ““*Wx/‘/}///////,(////////////////‘/////////////////ﬁ C Videwater U Superior
151568 E A I RN 8-15.9)
t ' o 2 - 7
i Z t e 2
| T T SUN SN /N BN B
l i Y g ; o~ ﬁ[:\b-m Y -]
| s R LR TR 4 |
: I i € e} ; ; i g
| [
/ he-st0 o 4o e e -
cm=—-8 ‘“f."J’,’—~'_"Fl.~%’.{afr-‘s‘9‘°‘_l Z' -'Mf“ --10 r““mf__T*—"gl l‘?mkwa‘?r ETPCLO 12
10T e Wder 82172 . . | i : 4 IR 1173 !
R ' g oW , :
~ 9 1886 i ‘ . Z o~ - i 1 ! g t
& / ‘
R ETtes (OO TIPS I o
x - < P ¥ SEale e ¥4 I H | ; i -
o l( Lty 1 e e o (- D ) ¢ ! ! ) % I
;i — Z i
T e ot P s ] | 5%
§ e AT — - g +
~ ? | ﬂ & Amerada
s Sive A . ? 3-17-69 .
PN 'nuvi Jony 3::0” 9 : ~ .
i 3 - Stere ..
N T = 4 3 8 b—— S S N
2 ! - g
162 A .-
® IR R,
R et
— .~ J/a'/ﬂ/ /JMM// //////./F‘q_,- e . I3
% ©Ame Tadap, i B Sou. Nal Gas
, g (5 ogeg | 00T \ 62163
(3 ! ; l
4) L
S |
z [ X Moore wilsons
k) ‘e lclw.wn /1’ Store q’o'e -
I. Iy 4 ———— .
= l jxg Tia Yest
\ { z | g
oy ~
v : S223; ")usceas aAnsuz f —— e
) i RIS R T F Morrge LAT 3% gt g5 zhy : i r
, | ; LONG 103°23°s: g34° i :
i I N '\\\'& Stase i ;
z 2 v . —— ——de
=20 21 T Sou Nat Gas | T 24
oL t V4 6-21-65 5 Scu Hat Gae - H '
acifie [P I 11-20 G . 3% ey
1 l | i i3 g
o f f
: i { Mopls Nrisealg
1 l - e
Store ' Stoce 2 e Sr

——
%

21Ct Lo, state leqase 7,
RS ANTIOAY
1 L-"459 OTAYED STATE JIiIT
o E~’54 )
- & 5\2 16060 Acres
> -7 »
o »
L oc-l;;h 11,5CC"  Strawvn Test
5 oG-bclic ey
I di=b550oy Lea County, ilew ; exico
7 0%-5223-1 " _
I3 F=0hG -1 seale: 1" o 300
] K=2kGy

oo Unit Outline

'~ Iroposed Location




PAGE 1

BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
Santa Fe, New Mexicc
May 7, 196/

e oot A x4

EXAMINER HEARING

-

IN THE MATTER OF:

k. _aiaba ath 4
S
FARMINGCTON, W, N
PHONE 32%-1182

Application of Gulf 0il Corporation for
a unit agreement, Lea County, New
llexico. Applicant, in the above-styled
cause, seeks approval of the Northwest
Tatum State Unit Area comprising 1600
acres of State land in Township 12
South, Range 35 East, Lea County, New
Mexicoe

Case No. 3042

et Vet N s et M S N N N Nt N Nt~

& wa em ws W Sm o em M e @ e e W e R M wm e W = W

SAMTA FE, M, ™.

PHONE 983-3971

TRANSCRIPT OF HEARING » |

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUEROUE, M. M,
PHONE 243.669)




IR, HUTTER: Ve will call Case 3042,

e

B, DURRETT: Application of Gulf Qil Covporation for a

L i aa
&

e b

unit agreenment, Lea County, Hew ilexico.
'R. FKASTLER: Rill Kastler, appearing on behalf of the

Applicant, Gulf 0il Corporation. Our two witnesses will be lir.

FARMINGTON, N, ™
PHONE 325.1182

J. P. Cavanaugh and lir., R. He. Cress.
(Witnesses sworill)

Js s CAVARAUGH

called as a witness, having been Tirst duly sworn on cath, was
> J »

¥
(L4

kY

examined and testified as follo

Q
0

.
*

DIRECT EXAMINATION

RY MR. KASTLER:

SANTA FE, N. M.
PHONE 983.3971

Q Will you please state for the record your name, where

you are from and what your position is?

A My name is J. Pe Cavanaugh. 1 am with Gulf Q0il Corpora-

tion, Reswell, New llexico, and I am a land man with that firm.
Q Have you previously appeared before an Exariner of the

Newr IMexico 0il Conservation Commission and given testimony-=-

DEARNLEY-MEIER REPORTING SERVICE, Inc.

A I have.

ALBUGUEROUE, N, M
PHONE 243.6691

Q ~-= as a pehbrolewnn land man? Are you familiar with the
P b’

area which we have proposed as our Horthuvest Tatum State Unit?

l IR, KASTLER: Are the witness's qualifications satis~

®




DEARNLEY-MEIER REPORTING SERVICE, Inc.

SANTA FE, M. M,
PHONE 983.3571

ALBUGQUERQUE, N. M,

FARMINGTON, N, ™,

PHONE 325.1182

PHONE 243.669)

PAGE 3
factory?
iR, MUTTER: Yes, sir, they arce.
(Wherevpon, Applicant's ZIxhi~
bit lMo. 1 was marked for
identificatinn,)
Q I call your attention to a piat which you've mariked

Exhibit No. 1, Mr. Cavanaugh, will you please explain what is
shown on this piat?
A On Exhibit Ho. 1 is shown in a hatched, colored outline
area 1600 acres to be known as the Northwest Tatum State Unit,
At a location 1980 from the South and East line of Section 10 is
shoun the proposed location for the initial unit test well.
Q What is the characteristic of the land and the leases?
A The land is state land, under state leases, one hundred

nercent of the unit area.

Q One hundred percent state o0il and gas leases?
A That ts correct.
Q What is the ownership of those leases, if you please?

A The ownership of these leases are Cuif, 4237 of the unit
area; Amerada Petroleun, %4255 of the unit areaj; Skelly 0il Comp .y,
10% of the unit area; Tidewater 0il Company, 5% of the unit area.

{Wherzupon, Applicant'!s Zxhi-
bit llo. 2 was marked for

identification.)

now call your atteniion to a proposed unit agreament

O
b~

®




PAGE ),

which has been marked Bxhibit No. 2. Will you give the geographi.cH

al description of the land covered by this propeosed unit?
In Tounship 12 Soutd, Range 35 East, Section 10, all
of Section 10; Section 11, the jiest Half; Section 1k, the North-

west Quartery Section 15,

FARMINGTON, N, M.
PHONE 425.1182

Quarter, containing 1600 acres more or less.

, Inc.

What are the unitized formations or formation in this

unit to be unitized?

The wnitized formations are fyom the surface L0 all

Is this an exploratory unit?

This is an exploratory unite.

BANTA FE. N. M.
PHONE 993.3971

Wwho is the unit operator?
Guif 0il Corporation.

what are the pro
successor?

or, the serection of =~

A 75% vote of the working interest owvnership on an

acreage basis.

DEARNLEY-MEIER REPORTING SERVICE

Subject further to the approval of the Commissioner of

ALBUQUERQUE, N, M.
PHONE 243.669)

Public Lands?
That's correct.

You have stated this is an exploratory unit. What is the

h of the proposed jnitial test well?

e e et ==

h

the lorth lalf of the Southwest

visions pertaining to a successor operat-

®




PAGE 5

A The proposed initial test well 15 t¢ bLe drilled to 11,50
feet, or to a depth sufficient to penetrate the top 50 fcet of
the Pennsylvanian Straun formation., fThe top of the Stravn is hered
in agreed to be the point cncountered at 11,575 feet bty electrical

logs in the Skelly lNo. 1 West Tatum Unit test in Section 26,

k4
FARMINGTON, N, ™
PHONE 325.1182

Township 12 South, Range 35 Last.

Q Does the unit agreement call for continuous drilling
until developrent or until production is obtained?

A Yes, for a period of six months betueen viells.

Q And vhat is the allocation of royalty that's set up and

the allocation of working interest?

BANTA FE, N, M.
PHONE 983.3971

A On an acreage kasis.

] So that if there were one tract of 30 acres, that party
would have 80-.16ths of the production, is that correci?

A That is correct.

Q What are the provisions as to the effective date, the

term and the termination of the unit agreement?

A The effective date is on approval by the Commissioner.

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERGUE, N, M,

That is the effective date.

PHONE 243.6691

Q Have you gotten any indication of approval by the Com-

missioner of Public Lands as yet?

A Yes, we have heard that the state has verbally approved

lthis agreement as to form and content.

®




, Inc.

DEARNLEY-MEIER REPORTING SERVICE

SANTA FE, N. M.

FARMINGTON, N, M,

ALBUQUERQUE, N, M,

PHONE 325.1182

PHONE 983-3971

PHONE 243.6691

PAGE
(&)
Q Wwhat is the term of the unit agreeument, did you state?

A T qid not state it, but it is for a two-year period
unless oil and gas and other utilized substances are produced.

Q what is the provision as to termination, voluntary
tormination of the unit agrecnent?

A voluntary termination would be agaln the 75% vote of
the total ~iorking interest on an acreage basis.

Q The form of this unit agreement is strictly literally
word for word the form of a state-approved unit, is it not?

A That is correct.

Q What percentage of operators or working interest owners
do you have that have jndicated they would commit their acreage

within the unit to this unit area?

A CGng hundred percent.
Q Has the instrument as yet been formally srecuted?
A No, it's in the process of being executed, but we have

not yet heard of any exccution as yet, other than the execution
of Gulf 0il Corporation.
{(Werecupon, Applicant's Exhi-
bit lo. 3 was marked for
jdentification.)

Q I now call your attention 1o the unit operating agree=

ment which I will mark or cause to be marked as Exhibit Ho. 3,

land ask you briefly if this is not a pure form of operating

®
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T

MEIER REPOR TING

DEARNLEY.

ALBUQUERQUE

SERVICE, In.

FARMINGTON N, ™
PHONE 325., 182

BANTA FE, N. M.
PHONE 983.3971

, N, M,

PHONE 243.669

PAGE 7
agreement, Ross hartin forum, that ig in coumon custom angd Useage
throughout the oil industry for Joint Operations?

A That is correct,

Q Are there any deviations from the Strict fomrm that you
would particularly care to call to the Commission 1s attention?

A Hone,

Q Are thers any of any substance other than Simply Operat-
ing provisions?

A No, sir, there are not,

q Does it have the ordinary proevision for non consent
drilling ip the event less than a1} parties elect to continue
drilling after the first well, for instance?

A It aoces, yes, sir,

Q Was Exhibit Hoo. 1 Prepared by yoy or at your direction

and under your Supervision?

A That's correct, it was,

Q And Exhibit No, 2 is a true copy of the unit agreenent
which has been executed by Gulf, although it Was our appiication
Copy that we transmitted a5 €Xecuted, and which e Trust will be
exXecuted by the other working interest oWners?

A That is correct,

Q And which we trust will ie approved by the Cormissioner

of Public Lands formally after its execution?




DEARNLEY-MEIEK REPORTING SERVICE, Inc.

ALBUQUERGUE, N, M.

FARMINGTON, N, ™
PHONE 2325-1182

SANYA FK, N. M.
PHONE 983.3971

PHONE 243.6691

PAGE a

Q And IExhibit lo, 3 is the fune of operating agreenment
which is to te used for this unit, exeruted by all parties?
A Yes, gir,
Q In your opinion would the granting and approving of
this unit area prevent waste and protect correlative rights?
A Yes, sir.
MR, KASTLER: This concludes the questions I want to
ask this witness on direct.
MR, HUTTER: Are there any questions of lir. Cavanaugh?
{Witness excused.)

R. He CRESS

called as a witness, having been first duly sworn on oath, was
examnined and testified as follows:

DIRECT EXAMINATIOIN

BY KR, KASTLER:

Q Would you please state your name, your position, by
whom and where you are employed?
A liy name is R. H. Cress., I am the District Exploration
Geologist for the Gull 0il Corporation in Roswell, lNew liexico.
MR. NUTTER: Is that {-r-e-s-si
A C-r-e-s-s,

Q How long have you bren the District Geologist in Roswell
f=]

®




DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQURROQUE, N, WM.

FARMINGTON, N, M
PHONE 325-1182

SANTA FE, N. M.
PHONE 983.3¢71

PHONE 243.669!

PAGE

for the Roswell District?

A Since 1956,

Q Have you previcusly appeared before the New lexico 01l
Conservation Cormission or an Examiner Hearing and been qualified

as an expert petroleum geologist?

A Yes, 1 have,

Q Are you Tamiliar with the area that's involved in this
hearing--

A Yes, 1 am,

Q =-~as the Northwest Tatum State Unit Area?

A Yes.

Q I would like to call your attention to a plat you have
marked Exhibit No. 4, the legend on which states it is a contour
map, Yates Horizon. what does this show that is pertinent to the
graunting of this application for unicization?

wm

{Whoreupon, Applicant's Exhibit
lo. 4 was marked for identi=-
fication.)
A This is a geologic subsurface map on the Yates Pemmian
horizon, and it shows the outline of the proposed unit, the pro-
posed locatior, and located on the proposed unit is a closed

structure which represents our interpretation of this particular

structural horizon. You will note that the contours interval is

l,at 50 feet.

®
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W) what points of contrel 4id you uwse in drafting this map?
A Well, in this Towmship 12 South, 35 Zast, there were foul

control points, two of which arc not showm on the plat, being the
Austral Vo. 1 State £ in Section 6 and the flachoetal Ho. 1
State in Section 13.

Q This Section &, that wouid be at approximately eleven

otclock from the center of the map, would it not?

A Yes. You see Section 5, the next section, of course, is
6.
Q Would you indicate where the location of the other well

is, please?

A Well, there are two other wells, one in Section 22,
the T. F. Morrow No. 1 State,

Q Which is shown on the plat?

A Which is shown on the plat, and the Skelly lo. 1 VWest

Tatur in Section 26.

Q Which is shown on the exhibit?
A Yes.
Q There is still one other that is not shown on the eixhi-

bit, would you indicate generally where it bears from your piro-
posed test well?
A One other well, Bilil?

Q Yes. You said you had four wells as controli -~
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-4

R. DURRETT: The llachoetal well,

PR, NUTTER: Whatts the location of {he Machoetal well?
A Section 13, 12 South, 35 Bast. Here you sea Section
S g . ) \ . ,
. ;- {17, it would be the next section to the west,
S 1
;;_ §; Q Would you discuss how you've drafted and used thasge
- S i3
N . . . N . LY ~
= control points in drafting this map?
Eg A Well, we feel, of course, this is fair control., It is
Py
EE an interpretation of this data; I think the significant thing is
=
wn that this lLicrrow well was a high well structurally, that is highb
Z to the regional structure.
‘ =
' [ ip Q Then you would conclude this is a reasonable interpre-
O it
'y
ég <w | tation of the control data that you had available to you?
Z5
Ag & .
A Yes, sir.
Eﬂ (Whereupon, Applicant?s Ex-
‘ & hibit No. 5 was marked for
= identification., )
= Q I now call your attention to Exhibit Wo. 5, which is a
=
x structure contour map on the Devonian, and the seismic picture,
= :- C .
= ;¢ | What is shown on this, if you please?
S
£ A This particular map is contoured on the Devonian horizon,
=]
$8
s I
FRY

and you will notice that the map is contoured in time. HNow, for

convenience the ten millisecond interval, contour interval that we

used you can use 75 feet, which is roughly the footage equivalent

[of that time interval., This particular map, as you see, shows




DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

FARMINGTON, N, ™
PHONE 325-1182

BANTA FE, N. M.
PHONE 283.397)

PHONE 243.6691

PAGE 12

- _

mill contrel through tho voit area, and it shows the structural
anomaly centering in Section 10. This particular anomaly we feel
has approximately 100 Teet of closure at this level,

Q Does Txhibit 5 and the findings there generally confirm

whatfs shown on 5xhibit lo, 47

A Yes.

qQ What formation is to be tested by the proposed test
well?

A Well, our main objective is the Upper Pennsylvanian, the

Cisco pays in the Ranger Lake Pcol to the west, approximately four
rniles. Ve are going down to the Strawn, and if we find any
porosity developments in the Strawn which is underlying the
canyon, why we will, of course, tost those,

q But the nearsest production is the Pennsyivanian produc-
tion?

A In the Ranger?

Q In the Ranger.

A Yes, sir.
Q What is the proposed cost of the well?
A The proposad cost, well, our estimated cost of the well

is $155,500 on a dry hole basis.
Q $155, 5007

A _ Yes.

®
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-

Q o you Inow I neglected to cover ohis spudding date with
lire Cavanaugh. Do you know the date that is proposed as the spud

date for this well?

A 1o, I know that it is to bLe as soon as possible.

'R. ZASTLER: Iay I stipulate that the record in Ixhibit
3 here would show that on or ov=fove July 1 the test wsll provision
here, this well is to be comacnced if the unit is ar

Q Iire Cress, can you make a statement in conclusion?

A Yes. I might mention that besides the seisnic inter-
pretation that shows a structural anomaly, and the subsurface in-
terpretation that shows a high area, a strucbural anomaly, that we
had sample shows in the nearby wells in the San Andras, the
Wiolfcamp, Abo and Tubb formations. On drill sten test we had

slight shows of oil, and in a test of the Abo in the Austral well

)

i

f:-Jv

located in Section 6 they actually had gas to the surface
“

0m

ninutes and recoverwl five Teet of mud plus a rainboiw show of oil.

We have porosity indicated in the reservoirs that we are going

-

to penetrate; this along with the shows and the structure maps
makes us feel that it's an excellent possibility for commercial
production.

Q Is it a prospect that a reasonable, pruadent operator
would drill under in forming a unit of this size?

A In my opinion, yes.
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W] vore Zxhibits 4 oand 5 oprepared by you or under your
Jdivection and suporvision?
A Yes e

IR, HASTLER: This cencludes the Questions, and at this

]

time I would like to move that Dxhibits 1, 2, 3, 4 and 5 be ad-

nitted into evidence.

1nitted in evidence.

(Whereupon, Applicant's Exhibit
1 through 5 were admitted in
evidence.)

IiRe MUTTER: Are there any questions of lir. Cress?

CROSS EXANINATION

3Y R. HUTTER:
Q On your Exhibits 4 and 5, 21l these little numbered

circles along the section lines, are those seismic points?

A o, actually those are shot points.
Q That's what I meant, seismic shot points.
t
A Yes, they're shot points. I thought you meant ol all.
Q What's the wavy lines on the west side of the Devonian?
_ ¥y
A Thatt's a postulated fault.

]

Q

realize that the unit agreement calls for testing the

1 you have a structure in the Devonian.
L

Is thore a possibility that

Pennsylvania and that it was mentioned that the Strawn tested, yef

Y

®
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this well will be taken Lo the Deveonian if the Penusylvania loolks

favorable?

A Yes,

Q@ Cn how high you are running when you are in thoe Pennsyle-
vania?

A Yes.

IR. HUPTER: Are there other questions of Lir. Cress?

3

He may be excused.

iRe NUTTER: Do you have anything further, ilr. Kastler?
IR. KASTLER: 1o,

“

i’Re NUTTER: If thereis nothing furthe

1
=
ool
ot
s
=
[WE
V7]

case
we will take Case 3042 -~ but you have a telegram?

IRe DURRETT: I do have a telegran from Amerada support-
ing the application,

MR. NUTTER: Ve will take Hhe Case 3042 under advisement,

and the hearing is adjourned.
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STATE OF HEW [iBXICC )
) s=8
COUNTY OF BERMNALLLLU )

I, ADA DEARNLEY, lotary Public in and for the County of
Bernalillo, State of Hew llexicn, do hereby certify that the fore-
going and attached Transcript of Hearing before the ilew liexico Oil
Conservation Commission was reported by me; and that the same is
a true and correct record of the said proceedings, e the best
of my knowledge, skill and ability.

vitness my Hand and Seal this 3th day of June, 196k,

3
-~ " :
i e o3 R e / .t
s A s L - M "{
= g ;
WOTAKY PUulliu !

}y Commission Zxpires:

June 19, 1967.

1 &0 hereby ¢ertify that the foregoing 1is
a conplete record of the proacedings in
the Exz~.irev hearing of Case jo. 3O04%
heard by we o . 67/ A . 106 .

‘New Moxico 011 Conservation Co

Examiner

mnission
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BEFORE THE

NEW MEXICO OIL CONSERVATION COMMISSION

Santa Fe, New Mexilco
ay 7, 1964

 EXAMIIER _ HEARING

- e G m em em wm em W e me @ e em  wm ms e W W@ W @ W = Y

IN THE MATTER OF:

Application of Gulf 0il Corporation for
a unit agreement, Lea County, HNew
lexico., Applicant, in the above-styled
cause, seeks approval of the Northuwest
Tatum State Unit Area comprising 1600
acres of State land in Township 12
South, Range 35 East, Lea County, New
Mexico.

- e e ee Wa 4m WA s s e AR S GF e e @ Em Em W W e o

BEFORE : Daniel S. Nutter, Examiner.

TRANSCRIPT OF HEARING

VVVVVVVVVVVVV’V

Case No. 3042




DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUOUEROQUE,

FARMINGTON, N, M

BANTA FE, N. M.

N, M,

PHONE 325%.1182

FHMONE 283.3971

PHONE 243.66951

PAGE 2

PR, NUTYsR:  We will call Case JOLZ.

“

il 01l Corporation oy a

o UURERYTS  Appilosidon of ¢

unit agreciont, Lea County, kew iexico.
viRe KASTLeR:  Bill hastier, appearing on Lbohalfl of tie
Applicant, Guilf 0il Corporation., Cur Lwo witnesses will be lir.

Je. Pe Cavanaugh and .ir's ile lJie Gross.

Jde Po UiaVANAUG

3.

called as a witness, haviug veen {lrst duly swovrs on ocath, was
exanined and itestified as tfollows:

DIRLCT LAl IHATION

BY MR, KASTLIR:

leage state for the record yvour name. where

&

you are frow and what your position is?

A My name is Jo P. Cavanaugh., I am with Guif 0il Corpora-
tion, Roswell, Hdaow Hexlco, and I am a land man with that firm,

q Have you previously appeared before an BExasiner of the

ew lexico Cil Conservation Commission and given testimony--

A I have.
8] -~ as a pebrolewn land man? Arc you familiar with the
arca which w2 have proposed as our Horthwest Tatum State Unit?

A 1 ainle

1

L IR, 2ASTLER:  Are the witness'!'s qualifications satis-
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factory?
R VUITER:  Yes, sir, they ara,

(i/herecupon, Anplicant?’s ithie
bit Ho. 1 was marked for
identification.)

] I call your attention to a plat which you've marked

Exhibit No. 1, lr. Cavanaugh, will you please oxplain what is
shown on this plat?

A On Exhibit No. 3 is shown in a hatched, colorad outling
area 1600 acres to be known as the Horthwest Tatw: State Unit,
At a location 1980 from the sSouth and sast line of Section 10 is

shown the proposed location for the initial unit test well.

v} Yhat is the characturistic of the land and the leases?
A The land is state land, under state leases, one hundred

percent of the unit area.

Q One hundred percent state oil and gas leases?

A That 's correct.

Q What is the ownership of those leases, 17 you please?

A The ovmership of these leases arc Gulf, 4215 of the unitg
arsa; Amerada Petrolewn, 42%% of the unit area; skelly 0il COmpany,
10% of the unit area; Tidewater 01l Company, 5% of the unit area.

(V'nereupon, Applicant's Exhi-
bit lo. 2 was riurked for

identification.)

Q I now call your attention to A2 proposed unit agreenent

®
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which has been warked Bxhibit to. 2. il) you give the geographicd
o

al dascription of the land coversd by this proposed unit?

A Tri Township 12 South, Range 35 “ast, 3ection 10, all
L 1y
SR 2 | of Section 10 Scetion 11, the Jest Half) Sectics 1k, the Lorih-
S n
£ ,1?:
; 2w | west martor; Sccetion 15, the North Haif of the Southwest
b S E3
JE Quarter, containing 1000 acres 1ore or 1ess.
Eg Q vhat are the wnitiacd Soractions or Jormation in this
N
> unit to be uadtized?
w2 I3 The wnitized formations are fron the surface to all
z, depths.
| >
R
R I8 Q Is this an expleratory univ?
(4]
S :d _
% g% A whis is an exploratoery wil.
X
g e . .
3 “ho is the unit oparator?
= A Gulf 01l Corporation.
:§ Q ivhat are the provisions pertaining to a successor operat-
Eg or, the selzction of a successor?
Z ol
& A A 755 vote of the working interest ownsrship on an
N F
K ;% | acreage basis.
Qs
9 N
Su Q Subject further to the approval of the Commlssioner of
o
23 '
2a .

A Thatts corrcct.

You have. stated this is an ~xploratory unit. What is theg

[depth of the proposed initial test well?
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A vhe proposed initial test well iz to be drilled to 11,500
feet, or to a depth sulficiont to peneotrate the top 50 font of
the Pernsylvanian Strawn foruation., 7he top of whe Strawn is hered
in agreed to be the polnt mcounterad ot 13,575 Taet by electrisal
logs in the Jhelly io. 1 Wesh Patw: Unit tost in Section 26,
Tovmship 12 3outh, Rangse 20 Last,.

Q Does the unit agrecriont call for centinueous drilliing
until developrent or until proeduction is obtained?

A Tes, for & period of six months Lobtvween wolls.

Q And what is the allocation of royalty that's set up and
the allocation of woriing iuterest?

A Onan acreage vasic,

] S0 that 1f there were oue tract of 30 acres, that pariy
would have 30~,16ths of the production, is that correct?

A That is correct.

Q hat are the provisions as to the effective date, the
term and the terrmination of the unit agreerment?

A The effective date 1s on approval by the Commissicner.
That is the effzctive date.

Q fave you gotten any indication of approval by the Con=-
missicner of Public Lands as yet?

& 123, we have heard that the state has verbally approved
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Q What is the term of the unit agreement, did you state?
A I did not state it, but it is for a two-year period

T anless oil and gas and other utilized substances are produced.
Q9 i7hat is the provision as to termination, voluntary

termination of the unit agrecnent?

FARMINGTON, N, M
PHONE 2325.1182

A Voluntary termination would be again the 755 vote of
the total working interest on an acrzage basis.

Q The form of this unit agreoment is strictly literally
word for word the form of a state-gpproved unit, is it not?

A That is correct.

Q Jhat percentage of operators or working interest owners

do you have that have indicated they would commit thelr acreage

BANTA FE, N. M
PHONE 983.397'1

within the unit to this unit area?

A One hundred percent.
Q Has the instrument as yvet been formally executed?
A ilo, it's in the process of being executed, but we have

not yet heard of any execution as yet, other than the execution

DEARNLEY-MEIER REPORTING SERVICE, Inc.

of Gulf 0il Corporation.

(7heresupon, Apnlicant's Exhi-
bit ijoe. 3 was marked for
identification,.)

ALBUQUERQUE, N, M
PHONE 243.6691

Q I now call your attention to the unit operating agree-

ment which I will nark or cause to be marked as Exhibit ilo. 3,

 and ask you briefly if this is not a pure form of operating

®
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agreement, Ross Martin fomm, that is in common custon and useage
throughout the oil industry for joint operationc?

A That is correct.

Q Are thore any deviations fron the strict form that you
vould particularly care to call to the Commission'’s attention?

A lione,

Q Are there any of any substance other than siuply operat-
ing provisions?

A o, sir, there are not,

A Nzss b Leve wiie orarnary provision for non consent
driiling in the event less than all parties clect to continue
drilling after the first well, for instance?

A It does, yes, sir,

3 tfas Exhibit ilo. 1 prepared by you or at your direction
and under your supervision?

A That's correct, it was.

g and Bxhibit Mo, 2 is a true copy of the unit agreenment
which has been executed by Gulf, although it was our application
copy that we transmitted as executed, and which we trust will be
executed by the other working interest owners?

A That 13 correct.

? And which we trust will be approved by the Comnlssioner

of Public lLands formally after its execution?

®
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A Yes, sir,
L Q And BExhibit Ho. 3 1s the form of operating agreement
R
& vhich is to be used Tor this unit, exccuted by all partiest
4 ‘ g N
2 iz A Yes, sir.
7N
o m
g Q In your opinion would the granting and approving of
« 10
¢z
£§ “* | this unit area pravent waste and protcct corrslative vights?
=] A Yes, sir.
=
é ¥R. KASTLER: This concludes the questions I want to
'} c% ask this witness on dircct,
3 %g IR, TUTTER: Are there any qusstions of Ir. Cavanaugh?
- =
- [
F‘ & I8 (Witness cxcused.)
z .
> ¥
- & w R. Il, CRESS
&3 £8
og fi
called as a witness, having besn {irst duly sworn on oath, was
<
Eﬂ exanined and testified as follows:
€3}
= DIRECT EXAMINATION
P
E BY MR. KASTLUR:
Eé Q ould you please state your naune, your position, by
= i-
Eg ;8 |whom and where you arc employed?
£ A My name is R. H, Cress, I am the District Exploration
FALY

Geologist for the Gulf 0il Corporation in Roswell, Hew Mexico.

MR, NUTTER: Is that K—r-g-s-s?

A C-r-g~s-5,.
l Q How long have you been the District Geologist 1n Roswell

% 4
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9
| for the Roswoll bistrict?
A Since 1956,
P;}» . Q Have you previously appeared before the liew liexico 0il

Conservation Cormmission or an IExaminer Hearinp and been qualified

as an expert petrecleun geologist?

FARMINGTON, N, M
PHONE 3235-1182

A Yes, I have.
] Are you familiar with the area thatt's involved in this
hearinge-
4 A Yes, I am.

Q ~-as the Horthwest Tatum State Unit Area?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

R
28 A Yes.
‘ﬂ
£a
gg Q I would like to call your attention to a plat you have
£
marked Exhibit No. 4, the legend on which states it is a contour
rmap, Yates Horizon. ithat does this show that is pertinent to the
# granting of this application for unitization?
(Whersupon, Applicant?!s Exhibit
No. 4 was marked for identi-
fication.)
i-
i A This is a geologic subsurface map on the Yates Permian
W oo
2 v
9N
é; horizon, and it shows the outline of the proposed unit, the pro-
i %
P

posed location, and located on the proposed unit is a closed
structurs which represents our interpretation of this particular

structural horizon. You will note that ths contours interval is

lat 50 feet.

®
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] “hat poiuts of control did you use in drafting this map?

A Well, in this Township 12 Souih, 35 ilast, therc were foul
control points, two of which arc not shown on the plat, being the
Austral Ho. ) State © in Section 6 and the lachoetal No. 1
State in Section 13,

9] This Section 6, that would be at approximately eleven
otclock from the centexr of thoe mop, would it not?

A Yos. You seec Scction 5, the next section, of course, is
6.

Q ijould you indicate where the location of the other well
is, please?

A Yell, there arce two other wells, one in Scection 22,
the T, V. Horrow ilo. 1 Stata.

3 “hich is shown on the plat?

A which is showm on the plat, and the Skelly lio. 1 West

Tatum in Section 26,

Q Wnich is shown on the cexhibit?
A Yes.,
3 There ig still one other that is not chown on the 2xhi-

bit, would you indicate generally where it bears from your pro-
posed test well?
A One¢ other well, Bill?

Q Yes. You said you had four wells as control ~=-

=

f
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“R. DURNLTT: The tachostal well,

L , FRe HUTTER:  whatt's the location of the lachoetal well?
.
g A Soction 13, 12 South, 35 itast, Here you see Sectlon

17, it would be the next section to the vest.

i) Yould you discuss hovw you'va drafied oand used these

FARMINGTON, N, ™
PHONE 325.1182

)
JE contrel points in drafting this map?
&} A Jell, we feel, of zourse, ibis is failr control, Iv is
| N
& an interpretation of this data; T think the significant thing is
v that this lMorrew well was 8 high well structnrally, that is high
&)
. to the regional structura.
Py
&~ & . ‘ o ’
[~ <] Q Then you weuld concluds this 1s a veasonable inLerpre-
S us
w ®
23 5% tation of the contrel datz that you had available to you?
o P
- £ fz8, sir,
m 7 . 3 t 23
— {(¢/hersaupon, Applicant's Hx-
E hibit Ho. 5 was marked for
: identification, )
P~
Eg < I now call your attention to Exhibit lo. 5, which is a
o structure contour map on the Devonian, and the seismic picture.
= iz
EE z¢ | What is shown on this, if you please?
R
o~
§\?f A This particular wrap is contourad on the Davonian horiszon,
o
2%
PR

and you will notice that the map is contoured in time. How, for
convenience the ten rillisecond interval, contour interval that we

used you can use 75 feet, which is roughly the footage equivalent

[of that time interval, This particular 1zap, as you see, shows

®
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nill control throursh the wnitv area, and it shows tha structuml

anomaly centering in Saction 1C. 'Thig particular anomaly we Jeel

.

Pel
i

has approximately 100 fcet of closure al Ulhis iovel.

¥

o Doas lxhidibit 6 and the findings there generally confimm

what '8 shown on Lxnibit Lo. 47

A Yao.

3 Vhat fornation is to Lo vegted by the proposed test
well?

A Vell, our mein obijective is the Upper Pennsylvanian, the

Cisco pays in the Ranger Lake Yool to the west, approximately four
miles. e are going down to the Strawm, and if we ind any
porosity developments in the Strawn which is underlying the

£

canyon, why we will, of course, test thosec.
o but the ncarest production is the Pennsylvanian produc-
tion?

A In the Rangem?

Q In the Ranger.

A Yes, sivt.

i vhat is the proposed c¢ost of the well?

A The proposed cost, welil, our estimated cost of the well

is 5155 ,500 on a dry hole basis.
Q 155,5007

A Yecs.

®




DEARNLEY-MEIER REPORTING SERVICE, Inc.

FARMINGTON, N, M
PHONE 983-3971 PHONE 32%.1182

SANTA FE, N. M,

ALBUQUERQUE, N, M
PHMONE 243.6691

PAGE 13

Q Do you know I neglectaed to cover this spudding date with
}ir. Cavanaugh. Do you know the date that is proposed as the spud
date for this well?

A lio. I know that it is toc be as soon as possiblas.

1R. KASTLER: Iiay I stipulate that the record in Exhibit
3 here would show that on or before July 1 the test well provision
here, this well is to be commenced if the unit is approved.

Q ¥r. Cress, can you make a statement in conclusion?

A Yes. I might mention that besides the seismic inter-
pretation that shows a structural gnomaly, and the subsurface in-
terpretation that shows a high area, a structural anomaly, that ve
had sample shows in the nearby wells in the San Andres, the
Wolfcamp, Abo and Tubb formations. On drill stem test we had
slight shows of 0il, and in a test of the Abo in the Austral well
located in Section 6 they actually nad gas to the surface in six
minutes and recoverad five feet of mud plus a rainbow show of oil.

We have porosity indicated in the reservoirs that we are going
to penetrate; this along with the shows and the structure maps
makes us feel that it's an excellent possibility for commercial
production.

Q Is it a prospect that a reasonable, prudent operator
would drill uwider in forming a unit of this size?

A In ry opinion, yes.

®
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wera Bxhibits 4 and £ preparcd by you or under your
direction and supervision?
A Yes,

}R. KASTLER: This concludes the questions, and at this
time I would like to move that Exhibits 1, 2, 3, 4 and 5 be ad~
mitted into evidencs.

IR. NUTTER: Gulf's Exhibits 1 through 5 will be ad-
mitted in evidence.

(Whereupon, Applicant's Bxhibitg
1 through 5 were admittad in
evidence.)

IMR. HUTTER: Are there any quastions of Mr. Crass?

CROSS EXAMINATION

BY ¥R, HUTTER:

Q On your Exhibits 4 and 5, 211 these little numbered
circles along the section lines, are those seismic points?

A Ho, actually those are shot peints.

Q That's vhat I wmeant, seismic shot pointsz.

A Yes, theyire shot points. I thovght you meant of all.

Q What's the wavy line on the west side of the Devonlan?

A That’s a postulated fault.

Q I realize that the unit agreement calls for testing the

Pennsylvania and that it was mentioned that the Strawn tested, yet

lyou have a structure in the Devonian. Is there a possibility that

®
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this well will be taken to the Devonian if the Pemnsyivania looks

favorable?

A Yes.

Q On how high you are running when you are in the Pennsyl-
vania?

A Yes.

R. NUTTER: Are there other questions of Kr. Cress?

He may be excused.
(Witness excused.)

’MR. NUTTER: Do you have anything further, lir. XKastler?

MR, KASTLER: No.

1R, NUTTER: If theret!'s nothing further in this case
we will take Case 3042 -- but you have a telegram?

MR. DURRETT: I do have a telegram from Amerada support~
ing the application.

MR. BUTTER: We will take the Case 3042 under advisement,

and the hearing is adjourned.
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STATE OF NEW MEXICC )
COUNTY OF BERNALILLO g .

I, ADA DEARNLEY, lotarr Public in and for the County of
Bernalillo, State of New Mexico, do hereby certify that the fore-
going and attached Transcript of Hearing before the New Hexico 0il
Conservation Commission was reported by me; and that the same is
a true and correct record of the said proceedings, to the hest
of my knowledge, skill and ability.

Witness my Hand and Seal this 8th day of June, 1964.

TR S S A A

NOTARY PUBLIC /

Hy Commission Expires:

June 19, 1967,

1 do Nereby certify that the foregoing 1is
a complete record of the presesdings in

the Exanijer hearing of lase No.SeAIE L,
heard by ue en“m“mum"u”h.usanﬂuﬂ 19”6;?5.

................ LA, Exawinar
New Mexico 01l Conservation Comunission

®




By

P. O Box |938
Roswell. New Mexico

Guld Ol CGoroorcatrion

LAW DEPARTMENT

Booth KeHough
[

'\Eaa

QRNEY ROSWELL

William V. Kastler

June 9, 1964

Mr. A. L. Porter, Jr.
Secretary and Director

New Mexico 0il Conservation Commission
P, 0. Box 2088
Santa Fe, New Mexico

Re: Northwest Tatum State Unit
L.ea County, New Mexico

Gentlemen:
Please find enclosed herewith the following pages:

One completely executed counterpart of the Unit Agree-
ment and one completely executed counterpart of the Unit
Operating Agreement showing 100% commitment to the Unit
by Gulf, Amerada, Skelly and Tidewater who collectively
are the owners of all working interesis lnvolved.

We have this date requested 1 approval by the Commissioner
of Public Lands and furt! that Mrsfcf?ea gjve ou a copy of

the Commissioner's final approval, e{4z<a

Very tvuly yours,

Ll T

W1l astler

WVK:eJl

. Enclosures




CERTIFICATE OF APPROVAL

COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO

NORTIWEST TATUM STATE UNIT
LEA COUNTY, NEW MEXICO

There having been presented to the undersigned Commissioner of
Public Lands of the State of New Mexico for examination, the attached
Agreement for the development and operation of acreage which {s
described within the attached Agreement, dated May 1, 1964 R
which has been exscuted or i{s to be execuled by partles owning and
holding oll and gas leases and royalty interests in and under the
property descrided, and upon examination of sald Agreement, the Com~
missioner finds:

(a) That such agreement will tend tc promote the
conservation of oll and gas and the better
utilization of reservoir energy in said area.

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

(¢) That each beneficiary Institution of the State
of New Mexico will receive its falr and equi-
table share of the recoverable o!{l and gas
under 1ts lands within the area.

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

[ S WU
Lo stave lands.

NOW, THEREFORE, by virtue of the authority conferred upon me
under Sections 7-11~39, 7-11-40, 7-11-k1, 7-11-47, 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 said Agreement. This approval is subject to all of the provisions
of the aforesaid statutes.

IN WITNESS WHERBEOF, this Certificate of Approval is executed,
with seal affixed, this _9th day of June 15 64 7,

i

iic Lands
New Mexico

N
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UNLIT AGREEMENT
FOR THE DEVELOPHMENT AUD OPERATION
OF Tk
NORTHWIEIST TATINM STAVE JNIT ARKA
LEA COUNTY, W MEXTCD
L N0,
g™ - - B
L
P"~_ ’
AN . N ) .
S THIS AGREEMENT, erntered irto as of the lst day of May, 1964,
! by and between the parties subsccibing, ratifying or consenting hereto,

and herein referred to as the "parties heretoc,"

WITNESSET
v WHEREAS, the parties hereto are the owners of working, rovalty

or other ¢il or gas interests in the unit area subject to this agree-

é ment; and

E WHEREAS, the Commissioner of Public lLands of the State of

| New Mexico 1is authorized by an Act of the Legislature (Sec. 3, Chap. 88;
§ vaws 1543) as amcndcd by Tee 1 of Chapter 162, Laws of 1951, (Chap. 7,
!

Art., 11, Sec. 39, N.M, Statutes 1953 Antot.}, to consent to and approve
the development or operation of 3tate lards under agreements made by
lessees of State land jelintly or severally with other lessees where
such agreements provide for the urnit operatlion or development of part
of or all of any oil o» gas pool, field, or area; and

WHEREAS, the Commissiocrner of Pablic Lands of the State of
New Mexico is authorized »y an Act of the Legislature (Sec. 1‘J Chap.
162), {(Laws of 1951, Chap. 7, Art. 11, Sec. 41 N,M, Statutes 1953
Annotated) to amend with the apprcval of lessee, evidenced by the
lessee's execution of such agreement or otnerwise, any oil and gas
lease embracing State lands so that the length of the term of said
iease may coincide with the term of such agreements for the unit opera-
tion and development of part or all of any o0ll or gas pool, fieild or
area; and

WHEREAS, the 0il Conservation Commission of the State of

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




by an Act of the Legislature (Chap. 72, Laws 193%; Chap. 6YH, Art, 3,
See, 14 N,IM, Statutes 1953 Anmotatcd) to approve this agrcement and

the conservation provisions herecf; ard

WHEREAS, the parties hereto hold sufficient interests in the

Northvwest Tatum State Unitl Area covering the land hereinafter described

?&;; . : to give reasonably effective control of operations therein; and

;%:‘“ ; WHEREAS, it is the purpose of the parties hereto to conserve
“ «

i}‘ natural resources, prevent waste ard secure other benefits obtainable

L . through development and operation of the area subject to this agreement

under the terms, conditions and limitations hereln set forth;
NOW, THEREFORE, in consideration of the vremises and the pro-
mises herein contained, the parties heretc commit to this agreement

their respective interests in the below defined unit area, and agree

severally among themselves as follows:

1. UNIT AREA: The following described land is hereby designated

Fmde ey o by A S e r oy

and recognized as constituting the unit area:

Township 12 South, Range 35 East, N.M.P.M.

Section 10: All
Section 11: W/:
Section 14: NW/4
Section 15: N/2 ard SW/4

(R TRV VRS S

: containing 1,600 acres, more or less,
; Lea County, New Mexico,

Exhiblit A attached hereto iz a map showing the unit area and
i the boundaries and identity of tracts and leases in said area tn the
extent known to the unit operator. Exhibit B attached hereto is a
1 schedule showing to the extent krnown to the unit operator the acreage,
percentage and kind of ownership of o0il and gas interests in all lands
in the unit area. However, nothing hereilr or in said schedule or map
shall be ccnstrued as a representation by any party hereto as to the
ownersnlip of any interest other tharn such ir.terest or interests as are
shown on said map or schedule as owred by such party. Exhibits A and B
shall be revised by the unit operator wnenever changes in ownership in
the unit area render such revisions rniecessary or when requested by the
Commissioner of Public Lands, hereinafter referred to as '"Commissioner".
All land committed to this apgreemer.® shall constitute land

referred to nerein as "unitized land"” or "larnd =subject to this agreement.,"
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2. UNITIZED SUBSTARNCES., All oll, gas natural gasoline and

assoclated fluid hydrocarbons in any ard all formalions of the unitized
land are unitized under the terma of thic agreement and hereln are
called "unitized substances".

3, UNIT OPERATOR, Gulf 0il Corporatlon whose address is

P. 0. Box 1938, Roswell, kew Mexico, is nereby designated as unit opera-
tor and by slgnature herefoc commits to this agreement all interest in
unitized substances veated In 1t as zet fortn in Exnibit B, and agrees

]

and consents to accerl the dutlies and obligaticns cf unit operator for
the discovery, development and production of unitized substances &s
hereiri provided. Whenever reference is made herein to tite unit operator,
such refercence means the unit operator actling in that cavacity and not
as an owner of interests in uritized substarces, and the term "working
interest owner" when used herein shall include or refer to unit operator

as the owner of a working interest wher such an interest 1s owned by 1it.

4. RESIGNATION OF REMOVAL GP UNIT OPERATO%. Unit operator shall

have the right to resign at any time but such resignation shall not be-
come eftective until a successor unit operator has been selected and
approved 1n the manner provided for ir. Sectiorn. 5 of this agreement. The
resignation of the unit operator zhall rot release the unit operator from
any liability or any default by it hereurder occurring prlor to the ef-
fective date of its resigratior,

Unit operator may, upo: default or fallure in the performance
of 1its duties or obligatioris hereurder, be subject to removal by the
same percentage vote of the owners of working interests determined in
like manner as herein provided for the seiectlon of a new unit operator.
Such removal shall be effective upon rotice thereof to tne Commissioner.

The resignation or removal of the unlt cverator under this
agreement chall not ferminate nis -~ight, title or interest as the cwner
of a working interest or other interest ir unitized substances, but
upon the resignation or removal of unit operatcr becoming effective, such
unit operator shali deliver possesslon of all eguipment, materials and
appurtenances used in conducting the unlt operations and owned by the
working interest owners to the rew duly 2ualified successor unit opera-
tor, or to the owners therecf If 1o such new unit operator is elected,

Pay;
T

to be used for thne purpose of ccenducting unit operations hereunder.
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Nothing herein 2hall be cornsteues ac authorizing removal of any material,

equivment and avpurienances needed o tne vreservation of any wells,

[

5. SUCCESSOR UNIT OPERATOR, Wnenever the unit operator shall

resigin as unit operator or snall be removed as hereinabove provided, the

Ty - ey eyl Tanes Yt avvens b o0 s ey e e N~ et v oy a LI a
wners of the working Intoreoosts cecovding te thelr respective acreage

N

interests in all unitized land shall by a majority vote select a suc-

o

cessor unit operator; provided that, if a majority but less than
seventy-five per cent (72%) of the working interests qualified to vote
is owned by one party Lo thls agreement, a concurring vote of sufficient
additional parties, so as to constitute 1n the sggreage not less than
seventy-five per cent (79%) of the total working Interents, shall be
reguired to select a rew operator. Such sclectlor shall not become
effective until (a) a unit operator so selected shall accept in writing
the duties and responsibilities of unit operater, and (b) the selection
shall have been approved by the Commlssiorner. 7 o successor unit
operator 1s selectedand qualified as herein providea, the Commissioner

at his election may declare this unit agreement terminated.

A ACCOTINTING PROVISTONT The wnlu uperaior siall pay in

the first instance all costs ana experizes ircurred in conducting unit
operaticns hereunder, ard such costs and expenses ard the working interest
benelits accruing hereunder shall be apportioned, among the owners of

the unitized working interest:

[¢2]

in accordarce wWwilth an operating agree-
ment entered into by and betwes~ thne unlt operator and the owners of

such interes wriether one or more, separaltely or collectively. Any

12

<
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agreement or agreements enteres into between the working intverest owners
and the unit operator as provided irn this section, whether one or more,

7 PER

are herein referred to as the "Operating Agreement”. No such agreement
shall be deemed either tc modify ary of the ferms and conditions of
this unit agreement or to relleve the unit cverator of any right or
obligation established under this unit agreement and in case of any in-
consistencies or conflict beftween this unit agreement and the operating

agreement, this unit agreemenrt shnall prevall,

7. RIGHTS AND CBLIGATIONSE OF UNIT OPERATCR. Except as cother-

wise specifically provided herelrn, tne excluzsive right, privilege and
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duly of exesrcising any ard all righis of tne parlies nereto which are
necessary or convenient for proapecting for, vreducing, storing, allo-
cating and distributing tne unitized substances are nereby delegatled

to and shall be exercised by the unit operator as herein provided.
Acceptable evidence of title (o said rights shall be deposited with

said unit operator and, together with this agreement, shall constitute
ard defline the rights, privileges and obligations of unit opevrator.
Nothing herein, however, snall be construved to transfer title to any
land or to any lease or operating agreement, it keing understood that
under this agreement the unit operator, in its capacity as unit operator,

shall exercise the rights of possession ard use vested in the parties

)

hereto only for the purposes !

i)

~reir

.

apecified,

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

sixty (60) days after the effective date of this agreement, commence
operations upon an adeguate test well for oil and gas upon some part
of the lands embraced within the unit area and shall drill said well

with due diligence to a depth sufficient to test the Pernsylvanian

formation or to such a depth as unitized substances shall be dlscovered

)

in paying quaritiiici ot o les=ser depth or until it shall, in the opinion
of unit operator, be determined tha® the further drilling of said well
shall be unwarrented or Impracticable; provided, however, that unit

operator shall not, in ary evert, be rejulred to drill saild well to a

-

depth in excess of 11,500 feet. Until a clscovery of a deposlit of

53

unitized substances capable of belng vreduced in paying quantities

e

(to-wit: gquantities sufficient tc repay the costs of drilling and pro-
ducing operations with a reasorable profit) unit operator shall continue
drilling diligently, one well at a time, allowing not more than six
months between the completion of ore well and the beginning of the next
well, until a well capablie of producing unitized substances in paying
guantities is completed to the satisfaction of the Commissioner, or
until it is reascnably proven £o the satisfaction of the unit cperator
that the unitized land is incapable cof producing vnitized substances in
paying quantities in the formation drilled hereunder.

Any well commenced prior to the effective date of this agree-
ment upon the unit area and drilled to the depth provided herein for the

drilling of an initial test well shall be considered as complying with tne
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drilling reguircments herecot with respect to the iritial well, The
Commissioner may modify the deilling requir . ionts of thic section by
granting reasonable extensions of time when 1r his opinion such action
is warranted. Upon fallure to comply with the drilling provisions of
this article the Commilssloner may, afler reasonable notice to the unit

operator and each working interest owner, leszec and lessor at their

last known addresses, declare thie unit agreement termlnaied, an

[o8

211
rights, privileges and obligations granted and assumed by this unit
agreement shall cease and teriminate as of such date.

G. OBLIGATIONS OF UNIT OPERATOR AFTER DISCOVERY OF UNITIZED

SUBSTANCES : Should unitized :substances 1iIn paying quantlities be dis-

covered upon the unit area the unit operator shall on or before six
months from the time of the completion of the 1nitial discovery well
and within thirty days after the expilration of each twelve months
period thereafter file a report with the Commissioner and Commission of
the status of the develcpment of the unit area and the development con-
templated for the following twelve months perilod.

It is understood that one of the main considerations for the
appreval »f this apgreement by the Commliszioner of Public Lands is to
securc the orderly development of the unitized lands in accordance with
good conservation practices so as to oblaln the greatestultimate re-
covery of unitized substances.

After discovery of unitized substances in paying gquantities,
unit operator shall proceed with diligence tTo reasonably develop the
unitized area as a reasonably prudent operator would develop such area
under the same or similar clrcumstances.

If the unlt operator should fail to comply with the above
covenant for reasonable development this agreement may be terminated by
the Commissiloner as to all lands of the State of New Mexico embracing
undeveloped regular well spacing or proraftion units but in such event
the basis of participation by the working interest owners shall remain
the same as 1f tThis agreement had not been Terminated as To such lands;
provided, however, the Commissioner snall give notice to the unit opera-
tor and the lessees of vecord in the manner prescribed by Sec., 7-11-14,

N. M. Statutes 19953 Annotated of intertion Lo cancel on account of any




alleged breach of said covenant For reasonable development and any
decision entered thercunder shall be subject (o apveal In the wmanner
prescribed by Sec. 7-11-17, R.il. Statulesgs 1953 Arnotated and, provided
further, in any event the uanll operatc:r shall be given a recasonavle
opportunity after a final deiermination within which tec remedy any
default, failing in which this agreement shall be terminated as to

. all lands of the State of New lMexico embracing undeveloped regular well

k-#"f- | spacing or proration units.
;. T 10. PARTICIPATION AFTER DISCOVERY: Upon completion of a
Ef_- weli capable of producing unitized substances in paying gquantities,

h the owners of working infterests shall participate in the production
l therefrom and in all other producing wells which may be drilled pur-

suant hereto in the proportions that tneir respectlve leasehold in-
terests covered hereby on an acreage basis bears 1o the total number

of acres committed to this unit agreement, and such untized substances
shall be deemed to have been produced from the respective leasehold in-

terests partieclipating therein. For the purpose of determining any

benefits accruing under this agreement and the distribution of the
royalties payable to the State of New HMexicc and other lesscors, each
separate lease shall have allocated to 1t such percentage of said pro-
duction as the number of acres in each lease respectively committed to
this agreement bears tc the total number of acres committed hereto.
Notwithstanding any prcvisions contained nerein to the con-
trary, each working interest owner shall have the right toc take such
owner's proportionate share of the unitized substances in kind or to
personally sell or dispose ¢f the same, and nothing herein contained
shall be construed as giving or granting to the unit operator the right
to sell or otherwise dispose of the proportionate share of any working
interest owner without specific authorization from time to time so to

do.

11. ALLOCATION OF PRODUCTICN., All unitized substances pro-

duced from eacn tract in the unitized area establlished under this agree-
ment, except any part thereof used for vroduction or develcocpment pur-
poses hnereunder, or unavoidably lost, shall be deemed to be produced

equally on an acreage basls from the several tracis of the unitized
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land, and for the vurpose of determining any benefits that acecrue on an
acreage basis, each such tract shall have asllccated to 1t such per-
centage of said production as its arca bears to the entire unitized area,
It is hereby agreed that production of unitized substances from the
unitized area shall be allocated as provided herein, regardless of
whether any wells are drilled on any particular tract of said unitized
area.

12, PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES:

2z

A1l rentals due the State of New lexico shall be paid by the respective
lease owners in accordance with the terms of their leases.

All reyalties due the State of New Mexico under the terms of the
leases committed to this agreement shall be computed and paid on the basis
of all unitized substances allocated to the respective leases committed
hereto; provided, however, the State shall be entitled to take in kind
its share of the unitized substances allocated to the respective leases,
and in such case the unit operator shall make deliveries of such royalty
01l in accordance with the terms of the respective leases.

All rentals, if any, due under any leases embracing lands
other than the State of New Mexico, shall be pald by the respective lease
owners in accordance with the terms of theice leases and all royalties
due under the terms of any such leases shall be pald on the baslis of all
unitized substances allocated to the respective leases committed hereto.

‘If th.e unit operator intrcoduces gas obtalned from sources other
than the unitized substances intoc any producing formation for the purpose
of repressuring, stimulating cr increasing the ultimate recovery of
unitized substances therefrom, a like amount of gas, if available, with
due allcwance for loss or depletion from any cause may be withdrawn
from the formation into which the gas was introduced royalty free as
to dry gas but 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 consented to be the Commissiorner and approved by the Com-
mission as conforming to geod petroleum englneering practice; and pro-
vided further, that such right of witndrawal shall terminate on the

termination of this unit agreement.

_8-
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If any leasce committed nereto is burdened witn an overriding
royalty, payment oul of productlion or othner charge In addition to the
usual royalty, the owner of each such leasec shall besr and assume the
same out of the unitizecd substances alloceted to the lands embraced
in each such lease as provided herein,.

13, LEASES AND CONTRACTS CONFORUIED AND EXTHNDED INSOFAR AS

THEY APPLY TO LANDS WITHIN THE UNITIZED AkLA, The terms, conditions and

provisions of all leases, subleascs, operaling agreements and other con-
tracts relating to the exploration, drilling development or operation

for o0il or gas of the lands committed to this agreement, shall as of

the effective date hereof, be and the same are hereby expressly modified
and amended insofar as they aprly to lands within the unitized area to the
extent necessary to make the same conform to the provisicrns hereof and so
that the respective terms of sald leases and agreements will be extended
insofar as necessary to coincide with the term of this agreement and

the approval of this agreement by the Commissioner and the respective
lessors and lessees shall be effz2ctive to conform the provisions and
extend the terms of each such lease as to lands within the unitized area
to the provisions and terms of thilis agreement; bdut otherwise to remain

in full force and effect. Each lease committed to this agreement., inso-
far as it applies to lands within the uritized area, shall continue 1In
force beyond the term provided therein as long as this agreement remains
in effect, provided, drilling operations upon the initial test well pro-
vided for herein shall have been commenced or said well is in the pro-
cess of bYeing drilled by the unit overator pricr to the expiration of

the shortest term lease committed to this agreement. Termination of this
agreement shall not affect any lease which pursuant tc the terms thereof
or any applicable laws would continue in full {orce and effect there-
after. The commencement, ccmpletion, continued ocoperation or production
of a well or wells for unitized substances on the unit area shall be con-
strued and considered as the commencement, completion, continued cpera-
tion or production on each of the leasenold interests committed To this
agreement and overations or production pursuant tc this agreement shall
be deemed to be operations uvpon and production from each leasehold interest

committed hereto and there shall be no obligation on the part of the

-9-




unit operator or any of the owners of the respective leasehold interests
committed nereto to drill offsets to wells as between the leasehold in-
terests committed to this agrecement, excepnt as provided in Section 9
hereof,

Any lease embracing lands of the State of New Mexico having only

a portion of its lands committed hereto shnall be segregated as to the

}~~ . portion committed and as to the portion not committed and the terms of
LI

NS .-

L such leases shall apply separately as to such segregated portions com-
", -

TN

f;; mening as of the effective date hereof. Notwithstanding any of the pro-

visions of this agreement to the contrary, any lease embracing lands of
the State of New Mexico having only a 2ortion of its lands committed
] nereto shall continue in full force and effect beyond the Term Hro-

vided therein as to all lands embraced in such lease, 1f oil and gas,

or eilther ot them, are disccovered and are being produced 1in paying

quantities from some part of the lands embraced in such lease committed
to this agreement at the expliration of the secondary term of such lease;
or 1f, at the expiration of the secondary term, the lessee or the unit
cperator is then engaged in bona fide drilling or reworking operations
onn some part of the lands embraced therein shall remain in full force

and effect so long as such operations are being diligently prosecuted,

and they result in the production of oil or gas, sald lease shall con-
tinue in full force and effect as to a2li of the lands embraced therein,
so long thnereafter as oll and gas, or elither of them, are belng pro-
duced in paying quantitles from any portion of said lands.

S 14, CONSERVATION. Operations hereunder and production of

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

15. DRAINAGE., 1In the event a well or wells producing oil or
gas in paying quantities shaould be brought in on land adjacent to the
unit area draining unitized substances Trom the lands»embraced therein,
unit operator shall drill such offset well or wells as a reasonably pru-
dent operator would drill under tne same or similar circumstances.

16, COVENANTS RUN WITH LAND. The ccvenants nerein shall be

construed to be covenants running with the land with respect to the

-10-
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intecrests of the parties hereto and theilr cucceszsors in interest until
this agreement terminates, and any grant, transfler or conveyance of
interest in land or leases subject hereto snall be and nereby is con-
ditioned upon the assumplion of all privileges and obligations here-
under the the grantee, translferee or otnher successor in interest, No
assignment or transfer or any working, royalty or other interest sub-
Ject nereto shall be binding uporn unit operator until the first day

of the calendar month after the unit operator 1s Pfurnished with the
original, photostatic or certified copy of the instrument of transfer.

17. EFFECTIVE DATE AND TERM. This agreement shall become

effective upon approval by the Commiszlioner and shall terminate in two
years after such date unless (a) such date of expiration is extended by
the Commissioner, or {b) a valuable discovery of unitized suhstances has
been made on unitized land during said initial term or any extension
thereof in which case this agreement shall remain in effect so long

as unitized substances are being produced {rom the unitized land and,
should production cease, so long thereafter as diligent operations are
in progress for the restoration of productfior or discovery of new pro-
duction and so long thereafter as fthe unitized substances so discovered
can be produced as aforesiad. This agreement may be terminated at any
time by not less than seventy-five per cent (75%) or. an acreage basis

of the owners of the working irterests signatory heretoc with the approval
of the Commissioner. ILikewise, the faillure to comply with the drilling
requirements of Section 8 hereof may subject this agreement to termina-
tion as provided in said section,

18. RATE OF PRODUCTION. A1l production and the disposzal there-

of ghall be in conformity with allocations, allotments and guotas made or
fixed by the Commisslion and in conformity with all applicable laws and

lawful regulations.

(/]

1G., APPEARANCES., Urnit operater ghall, after notice to other

parties affected, have the vright to appear for and on behalf of any and
all interests affected hereby before the Commissioner of Public Lands
and the New iMexico 0il Conservatiocn Commission, and to appeal from orders

issued under the regulations of the Commisslioner or Commission or to

~11-




apply for reclief from any of sald regulations or in any proceedings

on 1ts own behalf relative to operations vending vefore the Commissioner
or Commission; provided, however, that any other interest party shall
alsoc have the right at his own exvensc to appear and to participate in
any such proceeding.

20, NOTICES. All nctices, demands or statements required here-
under to be glven or rendered to the parties hereto shall be deemed
fully given, if given in writing and sent by postpaid registered mail,
addressed to such party or parties at thelr respective addresses set
forth in connection with the signatures herefc or to the ratification or
consent hereof or to such other address as any such party may have fur-
nished in writing to party sending the notice, demand or statement,

21. UNAVOIDABLE DELAY. All obligations under this agreement

requiring the unit operator to cowmmence or continue drilling or tc operate
on or produce unitized substances from any of the lands covered by this
agreement shall be suspended while, but only so long as, the unit opera-
tor despite the exerclise of due care and diligence, is prevented from
complying with such obligations, in whole or in part, by strikes, war,
acts of God, Federal, State or municipal law or agencies, unavoidable
accidents, uncontrollable delays in trarnsportatlion, inabillity to obtaln
necegsary materials in open market, or other matfers beyond the reasonable
control of the unit operator whether similar to matiers herein enumerated
or not.

22, LOSS OF TITLE. Irr the event title to any tract of unitized

land or substantial interest thereln ghall fail and the true owner cannot

be induced to join the unit agreement so that such fract is not committed

to this agreement or the operation thereof hereunder becomes impracticable
as a result thereof, such tract may e eliminated from the unitized

area, and the interest of the parties readjusted as a result of such

tract being eliminated from the unitized area. In the event of a dilispute

as to the title to any royalty, working or other interest subject hereto,

the unit operator may withhold payment or delivery of the ailocated

1

portion of the unitized substances involved on account thereof without

liability for interest until the dispulte is finally settled, vrovided

that no payments of funds due the State of HNew Mexico shall be withheld.

12—



or failure of any title hereunder,

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

the unit area not committed hereto prior to the submission of this agree-
ment for final approval by the Commissioner may be committed hereto by

the owner or owners of such rights subscrlibing or consenting to this
agreement or executing a ratification thereof, and 1f such owner 1s also

a working interest owner, by subscribing to the operating agreement pro-
viding for the allocation of costs of exploration, development and opera-
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-
parts of the instrument or instruments commltting the interest of such
owner to this agreement, but such joining party or partizs before partici-
pating in any benefits hereunder shall be required to assume and pay to
unit cperator thair proportionate share of the unit expense incurred

prior to such party's or parties' joinder in the unlt 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 whicn needs to be executed by all parties or
may be ratified or consented to by separate instrument in writing spéci—
fically referring hereto, and shall ve binding upon all those partles
who have executed such a counterpart, ratification or consent hereto with
the same force and effect as 1f all such parties had signed the same
document 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.

IN WITNESS WHEREOF, the undersigned parties hereto have caused

thilis agreement to be executed as of the respective dates set forth op-

posite thelr signatures,

UNIT OPERATOR

GULEF OIL CORFORATION
ATTEST: ~

At b o A A0 S
Asslstant Secretary Attorney—in\fact

May 1 9 1964

Date:

~13-
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AVERADA PLTROLEUN CORPORATION

.[1 T E)

]
)
ct
o

SKZLLY OLL COMPANY

Date:

TIDEWATER OIL COMZANY

By

Date:

STATE OF NEW MEXICO !

COUNTY OF CHAVES i
The foregoing instrument was acknowledged obefore me this /251

day of ey , 1964, by Vi s biwiil

Attorney-in-Fact /for GULF OIL CORPORATION, a Pennsylvania corporation, on
behalfl of said corvoration. )
e )/}C it (‘:‘/C' Al o

h Notary BE¥blic

)

uw Comﬂ1331on uxpires:
e IR

LR ME LR

STATZ OF §
COUNTY OF ' I

The foregolng instrument was acknowledged bvefore me this
day of , 1864, oy
of AMERADA PETROLEUM CORPORATION, a
corporation, on behalf of said corporation.

Notary Public
liy Commissicon Zxpires:

STATE OF ¢
COUNTY OF ¢ .

The foregoing Instrument was acknowledged before me this
cay of , 19864, oy

of SKELLY OIL COMPANY, a
cerzoration, on ovenalf ol sald corporation.

Notary Puoilc
Yy Commilssicn Zxpires:

~1li~



WORKING INTEREST OWNERS

MERADA PETROLEUM CORPORATION

ATTEST:

Jobn P. Heamoad

SKELLY OIL COMPANY

ATTEST:

By

Date:

TIDEWATER OIL COMPANY
ATTEST:

By

Date:

STATE OF NEW MEXICO i
COUNTY OF CHAVES3 -

The foregoing instrument was acknowledged before me this day
of , 1964, by
Attormey-in-Fact Tor GULF 01, CORPORATION, a Pennsylvanla corpcration, on
behalf of said corporation,

Notary Public
My Commission Expires:

STATE OF ___ oiAmm {
COUNTY OF _ wmrsa J
The foregolng instrument was acknowledged before me this 3w day

of June s 1904, DY Jeh P, Bummeed_ :
of AMERADA PETROLEUM CORPORATION, a

——— SeniexVies Prealdent .
Delsamye CcOL'POration, on behalf of said corporatlon.

MARY DIXON, Notary Publ an . ~. )
fn and for State zlagdahon?u \’l v WLVL/‘/ L’) v:\"qf' L atia S
My commission expires August 12, 1964 Nd’gaf’y Publie
My Commission Expires:
STATE OF i
COUNTY OF - §
The foregoing instrument was acknowledged befcre me this day

of 1964, by

of SKELLY OIL COMPANY, a
corporation, on behalf of said corporation.

Notary Public
My Commission Expires:

14—
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WORKING INTEREST OWNERS

AVMERADA PETROLEUM CORPORATION

ATTEST:
By
Date:
¥ SKELLY O1L COMPANY
R
By o 10 e g
Date: 27[(:/{/ % VY4 / ATTORNEY.IN.FACT
J
TIDEWATER OIL COMPANY
ATTEST:
By
Date:
STATE OF NEW MEXICO ¥
COUNTY OF CHAVES {
The foregoling instrument was acknowledged hefore me this day
of s, 1964, by T

3
Attorney-in-Fact Tor GULF OIL CORPORATION, a Penmsylvania corporation, on
behalf of said corporation,

My Commission Expires:

NoTary Public

STATE OF J
COUNTY OF i

The foregoing instrument was acknowledged vefore me this day
of , 1964, vy s

of AMERADA PETTOLEUM CORPORATION, a
corporation, on behalf of said corporation.

Notary Public
My Commission Expires:

STATE OF OKLAHOMA )
COUNTY OF - TUL3A !
The foregoing instrument was acknowledged before me this O8h  gay
of May 1964, by A. J. O*ROURKE - s
Attorney In Fact  of SKELLY OIL CCMPANY, a Deélawvars

corporation, on behalf of said corporation.

)]

My Crmpdsgign Expires: éy

Notary Public Tyt nby
I!W%Juuqzz,u& A -1h-

Northwest Tatum State Unit Agreement
dated May 1, 198/,
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WORKING INTEREST OWNERS

AMEDADA PETROLIUM CORPORATION

ATTEST:
By
‘Date:
SKELLY OII. COMPANY
ATIEST:
By
Date:
TIDEWATER OIL COMPANY
ATTEST: / .
AE/ a%bt/vﬂzﬂx¢4#£/+4~t«Lah~ By cﬁééﬁ’)gﬁéZ{kf«ig;
| . ... hsstSecrety U vICF PRESIDENT
Date: Mar 1o ind
|74

STATE OF NEW MEXICO {
COUNTY OF CHAVES )

The foregoing instrument was acknowledged before me this day
of , 1964, by 5
Attorney—in—pad’ for GULF OiL CO?FOHATICN, a Pennsyivania corporation; on
behalf of said corporation,

Notary FPublic

My Commission Expires:
STATE OF {
COUNTY OF f

The foregoing instrument was acynowledged before me this day

of i , 1564, by p)

of AMERADA PETROLEUM CORPORATION, a
corporation, on behalf of said corporation,

Notary Tublic
Iy Commisslion Expires:
STATE OF i
COUNTY OF - f
The foregoing instrument was acknowledged before me this day
of 1864, vy s

of SKELLY OIL COMPANY, a
corpcration, on behalf of said corporation,

Notary Public
My Commission Expires:

14—
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STATE OF /¢ ergi.n? ;

COUNTY OF “Z(_/f A {' Do |

Qrm foregolng lnstrument was acuinowledged before me Lnis pay A day
il 3 - A
of _ M Da .y , 1964, by o By T

oo Dot - ST TIDEWATER 010, COMPANY, & Z@,"/A“,(LLL

corvoration, on tehalt of saild corporatlion,

B L (/)Z(i & ¢ (/‘k/ f Io/«( s

& ) Notary Public
L T%{Commission Expires:

'\ Lovid 4 / 9 A_.{— Mo

et ey, 10Xa3

Wy Commizsizg D2 vos Juno i, 1855
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EXHIBIT “A"
NORTHWEST TATUM STATE UNIT
TRACT STATE
NO. LEASE NO, 1600 Acres
1 E- 8469 11,500' Strawn Test
2 E~8549
3 E~ 8906 Lea County, New Mexico
4 0G~ 1834
5 0G=4040-1 Scale: 1% = 3000'
6 0G-4559-1
7 0G-5233-1 weere. Unit Outline
8 K-2468~1
9 % 2469-1 (&) rproposed Location




EXHIBIT "B"

NORTHWEST TATUM STATE UNIT
LEA COUNTY, NEW MEXICO

SERIAL NO,
TRACT NO.OF AND BASIC ROY/LTY
NO. DESCRIPTION OF LAND ACRES LEASE DATE & PERCENTAGE LESSEE OF RECORD
1 S/2 NE/&, N/2 WW/4,
SE/4 NW/&, W/2 SW/4,
W/2 SE/4 Section 10;
and NW/4 Section 11- E- 8459
125-35E 520 9-21-54 1/8 Gulf Oil Corporation
2 W/2 SW/4 Section 11- E- 8549
12s-35E 80 1G-19-54 1/8 Tidewater 0il Company
3 NE/4 Section 15- E-8906
12S-33E 160  3-13-55 1/8 Skelly 0il Company
4 SW/4 Section 15- 0G-~ 1834
12s8-35E 160 1-21-58 1/8 Gulf Gil Corporation
5  E/2 SE/4, E/?2 SW/G,
SW/4 NW/4 Section 10;
and E/2 SW/4 Sec- 0G-4040-1
tion 11-12S-35E 280  7-15-58 i/8 Amerada Petroleum Corporation
6 S/2 NW/& Section 15- 0G-4559-1
125-35E 80 9-16-58 1/8 Amerada Petroleum Corporation
7 N/2 NE/4 Section 10- 0G-5233-1
125-35E 80 3-17-59 1/8 Amerada Petroleum Corporation
8 NW/4 Section 14- K- 2468-1
125-35F 160  5-15-62 1/8 Amerada Petroleum Corporation
9 N/2 NW/4 Section 15- K-2469-1
128-35E 80  5-15-62 1/8 Amerada Petroleum Corporation

TOTAL ACRES

1,600
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BEFORE EXAMINER NUTTER

Ol CONSERVATION COMMISSION
(L JEXHIBIT NO.__ 27

CASE NO. Lo Y

e

U UT RGBT
FOR THE DUVELOPHERT Al Oy EEATTON
OF T
NORTUWEAT TATUR STATE it ARISA
VREA CoUW Y, il BERECD

THIS AGREEMENT, entered irto as of the lst day of May, 1964,
by and between the varties subscribing, ratifying or consenting hereto,
and herein referred to as the "parties nereto,"

WITNESSETH:

WHEREAS, the parties hereto are Lhe owners of working, royalty
or other oll or gas interests in ihe unit area subject to this agree-
ment; and

WHEREAS, the Commizsioner of Public Lands of the State of
New Mexico is suthorized by an Act of the Legislature (Sec. 3, Chap. 88,
Laws 1943) as amended py Dec. 1 of Chapter 162, Laws of 1951, (Chap. T,
Art. 11, Sec. 39, N.M. Statutes 1953 Apriot. ), LO consent to and approve
the development oOr operation of 3tate lards under agreements made oY
jessecs of State 1and jeointly Of ceveraliy with otner lessees where
such agreements provide for +he ur.lt operatlicrn oOrU development of part
of or all of any oil or gas pooOl, field, or area; and

WHEREAS, the Commissiorer of public Lands of the 3tate of
New Mexico 18 authorized by an Lot of tne Legislature (Sec. 1, Chap.
162), {(Laws of 1951, Chap. T, Art. 11, sec. 1 WLk gtatutes 1953
Annotated) to amend with the approvail of lessee, evidenced DY the
lessee's execution of such agreemer.t OI octnerwise, any 0il and gas
lease embracing State lands 80 trnat the length of tne term of said
lease may coincide with the term of such agreements 2q¢ the unlt opera-
tion and development of part oOF a1l of any oil or g@s pool, fieid or
area; and

YWIHEREAS, the 01l Conservailon commission of vne State of

yew Mexico (nereinafter referroca to as Lhe "commission) 18 avthorized




vy 2n Act of the leglielature (Chap, 72, Laws 1935; Chap. 65, Art. 3,

(S

See., 14 [,i4, Statutes 1953 Annotated) to approve this agreement and

the conservation vrovisions hereof; and

N

WHERKAS, the partles hereto hold sufficient Interests In the
Jorthweat Tatwn State Unit Areca covering the land hercinafter desceribed
to glve reasonably effective control of operationg therelin; and

WHEREAS, 1t 1s the purpose of 1he partlies hereto to conserve
natural resources, preveni waste and =zecure other benefits obtainable
through development and coperation of Lihe area subject to tnls agreement
under the terms, condlitionsg ard limitatlions nerein set forin;

MOW, THEREFORE, in conzlderatiorn of the premises and the pro-~
mises herein contalned, the parties heretoc commit to this agreement
their respective interests in the below defined unit area, and agree

severally among themselves as follows:

1. UNIT AREA: The follcwing descrived land is hereby designated

and recognized as constituting the unit area:

Township 12 South, Range 35 Hast, N,M.P.M.,

Section 10: All
Scetion 11: W/2
Section 14: NW/4
Section 15+ N/2 ard SW/h

containing 1,600 a
(&4 e

creg, more or less,
Lea County, New iexi

co.
Exhibit A attached hereto 13 a map showlng the unit areca and
the boundaries and identlity of tracis and leases in said area to the

extent known to the unit operator. ILxzhibit B attacnhed hereto a

[
]

schedule showing to the extent known to the unit operator the acreage,
percentage and kind of ownerahip of o0il and gas interests in all lands

in the unit area. However, notning nereln or in zaid schedule or map

9]

shall te constirued as avreprese:tation by ary party nereto as to the
ownership of any interest other thar such irnterest or interests as are
shown on said map or schedule ac owr.ed by such party. Exhiblits A and B
shall be revised by the unit operator whenever changes 1in ownership in
the unit area render sucn revisions necessary or when reguested by the
Commissioner c¢f Public Lands, hecelirafier referred to-as "Commissioner".

All land commitited to thi: agreemer.t shall constitute land

referred to herein as "unitized lard" or "lard =ubject to this agreement.'




<o UNITIZED SUBSTANCES .,  AlY oll, gzas natural gasoline and

acaocliated Tluld nydreocarvons in any and all formations ol thie unlitized

lend are unitized under the terms of thiz apgreement ana nereln are

called "unitized suvstances'.

S, UNMIT OPERATORE, Gulf 01l Corporalion whoso address i

P. 0. Box 1938, Rozwell, New liexlico, 3: hereby designated as unit opera-
Lor and by signature herefoc commits: to Lnis agrecement all Interest in
unitized substances vestad irn 10 as wel forth in Exhilibit B, and agrees
and consents to accept the Jduties and obligations cf unit operator for
the digcovery, development and production of unitized substances as
herein provided. Whenever vefervence 1 made herein to the unit operator,
gsuch reference means the unit cverator acting in that capaclity and not

as an owner of interests in uritlized substarces, and the term "working
interest owner" when used herein shall irclude or refer to unit operator
as the owner of a working interest wher such an interest‘is owned by 1it.

4. RESIGNATION OR REMOVAL GF YNIT OPERATCHR.  Unit operator shall

have the right to resign at ary time but such resignatlion shall not be-

o 18 PP P N N e R 2 e -y o e Hale
come effeciive until a successos unllt o been lected an

[oA)

approved in the manner provided for ir. Sectior. 5 of this agreement. The
regignation of the unit operator shall rot releaze the unit operator from
any liability or any default by ir nereurder occurring prior to the ef-
fective date of its resigratior.,
Unit operator may, upon default or faillure in the pérformance
of its duties or obligatlions hereurder, be subject to removal by the
same percentage vote of the owners of working interests determined in
like manner as herein providsd for the selection of a new unit operator,
Such removal shall be effective upon rotice thereof to the Commissioner.
The resignation or removal of tine unit operator under tnis
agicement shall not ferminate his r~ight, title or interest as the owner
of a working interest or otrer infterest 1rv unitized substances, obut
upon the resignaticri or removal of unit operator becoming effective, such
unit operator shnall deliver vozzession of all eguipment, materials and
appurtenances used 1in conductling the unit operations and owned by the
working interest ouwners i1c tne rnew duly ualified sueccessor unilt opera-~
tor, or to the owners tnerzof 1f r.o such new unit cperator is elected

to e used for tne purvose of conviucting unlit operations hereunder.

-3~



Notnlng nerein chall be cons

s

e as autnorizing removal of any material,

i .

equipment and appurienances neeaed for tne preservation c¢f any wells

5. SUCCESS0R UMIT OPERATOR, UWnenever the uanlt operator shall

resign as unlt operator or shall be removed as nereinabove provided, the
owners of the working Iinterests accerding to thelr respective acreage
Interests in «ll unitized larnd shall by a majority vote select a suc-
cessor unit ODOPdTOI, provided that, 1if a majorlity but less than
seventy-five per cent (75%) of the working interests aqualified to veote
is cowned by one party to thia agreement, a concurring vote of sufficient
additional parties, =z0 az to constitule in the aggreage rnot less than
seventy-five ver cent (75%) of the total working interests, zhall be
reguired to select a rew operalor. Such selectior. shall not become
effective until (a) a unit operator so selected shall accept in writing
the duties and responsibilities of unif operator, and (b) the selection
shall have been approved by the Commissioner, [ff rio successor unit
operator is selectedand qualified as herelin providea, the Commissioner
at his election may declare this unit agreement terminated.

6. ACCOUNTENG PROVISIUNS.  The unit cperator shall pay in

the first instance all ccoats and experies ircurred in conducting unit
operatiocns hereunder, and such costs anuy expenses ard the working interest
benefits accrulng hereunder snall be aprortioned, among the owners of
the unitized working intereszis in accordarnce wilith an operating agree-
ment entered into by and betweer the unit operator arnd the owners of
such interests, whether one or mecre, separately or collectively. Any
agreement or agreements entered into between the working interest owners
and tne unit operator as provided in thls section, whether one or more,
are herein referred %o as the "Operating Agreement"”. No such agreement
shall be deemed either to modify ary ¢l tne terms and conditions of

this unit agreement or to relieve the unit operator of any right or
obligation established under this unit agreement and in case of any in-
consistencles or conflict between this unit agreemernt and the operating
agreement, this unit agreemert shall nrevail.

7. RIGHTS AND CRBRLIGATIONS OF UNIT OPERATCR, Except as other-

wise specifically provided hereir, the exclusive rignt, privilege and

i~




duty of exereining any ard 210 rient s of tne rarties hereto wnlen are

i »

necessary or convenient tor ooocovpeeting for, preducing, storing, allo-
cating and distrivuting the unitized ubstances are nereby delegated
to and shall be exerclsed by the anlt operator an nereln provided,
Acceptable evidernce of title Lo cald vighto chall be deposited wiilth
said unit operator and, together with Lhils agreement, shall constitute
and define the rights, privileges and obligations of unit operator.
Nothing herein, however, ahall be consirued to transfley title to any
land or to any lease or operating agreement, 1t teing understood that
under this agreement the unit overator, in its capacity as unit operator,
shall exercise the pights of possesslon ard use vested in the parties

hereto only for the purposes herein specified.

8. DRILLING TC DISCOVERY. The unit operator shall, within

g

sixty {60) days alter the effective date of this agreement, commence
operations upon an adeauate test well or olil and gas upon some part
A
of the lands embraced within the unit area ard shall drill said we11‘<
v

1}}: b
with due diligence to a depth suificient to fest the Pennsylvanian /’,/“

N e et i €

formatlion or to such & deprth sz unitized substances shall be discovered
in paying quantities at a lessso depth c¢r until it shall, in the opinion
of unit operator, be determined that thne further drililing of sald well
shall be unwarrented or imnracticable; orovided, however, thal unit
operator shall rot, in ary evert, be rejulred to drill sald well to a

depth in excess of 11,500 feet. Until a alscovery of a deposit of
—_——
unitized substances capable ¢f beirg prcducsd in paying gquantities

N

(to-wit: quantities sufficie

o Lo repay the costs of drlilling and pro-
ducing cperations with a reascrable proflit) unit operator shall continue
drilling diligently, one well at a time, allowing not more than six
months between the completiorn of cone well and the beginning of the next

well, until a well capable of preducing unitized

f1

ub

i

tances in paying
guantities is complefted to tThe satisfaction of the Commissioner, cr
until it is reasonavly vroven ©o¢ thne satisfactvion of the unit coperator
that the unitized land is incapable of producing unitized substances in

raying quantities in the formation drilled her

D

under,
Any well commenced vrior te the effective date of this agree-

ment upon the unit area and drilled To the depth provided herein for the

<

rillin initi st well shell be considered as co lng with i
df’lll“l”g of an initial test well znell © con Adere as Ccrﬂpl},"lﬂ(f with the

N



drilling regulrvements nercol with rospect Lo (he initial well, The
Commissloner may medifly thoe driliive ceaudrements of Uhis section by

granting rcaconable oxtencions of Lime when I his opinicn such action
is warvanted., Upon fallure vo comply with the dvilling provisions of
this article the Commissioner may, after reasonable notice to the unit
operator ard cach workine intereat owner, leszee and lessor at their
last known addresses, declare Liils unlt agreement terminated, and all
rights, privileges and oblijations granted and assumed by this unit

agreement shall cecase and terminate as of suech date,

9. OBLIGATIONS OF UNIT OPERATOR AFTER DISCOVERY OF UNITIZED

SUBSTANCIS « Should uritized substances in paying guantities be dis-

covered upon the unit area ithe unlit owverator shall on or before six
months from the time of the completion of the initial discovery well
and within thirty days after the expiration ol each twelve months
period thereafter file & report with the Commissioner and Commission of
the status of the development of the urit area and the development con-
femplated for the followlng twelve months period.

It is understood that one of the main consideraticns for the
approval of this agreement by the Commisszioner of TFubiic Lands is to
secure the orderly develcpment of the unitized larnds in accordance with
good conservation practices so as Lo obtalin the greatestultimate re-
covery of unitized substances.

After discovery of unitized substarnces in paylng quantities,
unit operator shall proceed with diligence o reasonably develcp the
unitized area as a reas "° "y prudert operator would‘develop such area
under the same or similar circumstar. . _a3.

I the unit operator snculd fail to comply with The above
covenant for reasonable development this agreement may be terminated by
the Commissioner as to all lands of tine State of MNew Mexico embracing
undeveloped regular well spacing or proration units but in such event
the basis of participaticn by the working interest owners <iiall remain
the same as if this agreement had not heen terminated as to such lands;
provided, however, the Commissioner shall give notice to the unit opera-
tor and the lessees of record in the manner prescribed by Sec. 7-11-14,

N. M. Statutes 1953 Annotated of intertion to cancel on account of any




alleged breach of sald cevenant for veasonable development and any
declision enterecd thercunder cnall be subject Lo appeal in the manner
prescribed by Sec, T-11-17, M., Statutcs 1253 Arnotated and, provided
further, in any ecvent the unit operator cnall be given a reasonable
ter a final determination withia which to remedy any
default, failing in whieh tnls agreement shall be terminated as to

all lands of the State of New llexico embracing undeveloped regular well
spacing or proraticn units.

10. PARTICIPATION AFTER DiSCOVIERY: iUpon ccmpletion of a

well capable of producing unlitizea substances In paying guantities,
the owners of working interecsts shall participate in the production
therefrom and in all other producing wells which may be drilled pur-
suant hereto in the proportions that their respective leasehold in-
terests covered hereby on an acreage basis bears to the total number
of acres commltted to this unit agreement, and such untized substances
shall be deemed to have bkeen produced from the respective leasehold in-
terests participating therein. For the purpose of determining any
benefits accruing under this agreement and the distribution of the
royalties payable to the State of New Mexlco and other lessors, each

2parate leacse shall have allocated to 1t such percentage of said pro-
duction as the number of acres in each lease respectively committed to
this agreement bears to the fotal riumber of acres committed hereto.

Notwithstanding any prcvisions contained herein to the con-

trary, each working interest owner shall have the right to take such
owner's proporticnate share of the unitlized substances in kind or to
personally sell or dispose of the same, and nothing herein contained
shall be construed as giving or granting to the unit operator the rignht
to sell or otherwise dispose of the proportionate share of any working
interest owner without specific authorization from Ttime to time so to
do.

11, ALLOCATION OF PRODUCTION. All unitized substances pro-

duced from each tract in the unifized area established under this agree-
ment, except any part thereof used for prcduction or development pur-
poses hereunder, or unavolidably lost, shall be deemed to be produced

equally on an acreage basis from the several tracts of the unitized




land, and for the purpose of determining any beneflits that accrue on an
acreage basls, cach such tract znall nave allcocated to 1t such per-
centage of csald prodaction ac its arca bears to the entire unitized area.
! | It 1s hereby agreed that production of unitized substances from the
unitized areca sihiall be cllocaied s vrovided herein, regardless of

]

l : whether any wells are drillcd on any particular tract of said unitilzed
PR

. area.

-l
-

- .

b

All rentals due the State of New lexicn srhall be pald by the respective

12, PAYNENT OF RENTALS, ROYALTIZS AND OVERRIDING ROYALTIES:

! lease ocowners In accordance with the terms of their leases,.

All royalties due the State of New Mexico under the terms of the
leases committed to this agreement shall be computed and paid on the basis
of all unitized substances allocated to the respective leases committed
hereto; provided, however, the State shall be entitled to take in kind

its share of the unitized substances allocated to the respective leases,

and in such case the unit operator shall make deliveries of such royalty
01l in acrordance with the Terms of the respective leases,
A11 rentals, if any, due under any leases embracing lands
other than the State of New Mexicc, shall be pald by the respective lease
owners in accordance with the terms of thelr leases and all royalties
due under the terms of any such leases shall be paid on tne basis of all
unitized substances allocated to the respective leases commlitted hereto.
If the unit operator introduces gas cbtained from sources other
than the unitized substances into any vroducing formation for the purpose
of reopressuring, stimulating or incfeasing the ultimate recovery of
unitized substances therefrom, a like amcunt of gas, 1if available, with
due allowance for loss or depletion from any cause may be withdrawn
from the formation into which tne gas was introduced royalty free as
to dry gas but not as to the produvcts extracted therefrom; provided,
that such withdrawal shall be at such time as may be provided in a plan
of operation consented to be the Commissioner and approved by the Com-
missién as conforming to good vetroleum englineering practice; and pro-
vided further, that such right of withdrawal shall terminate on the

termination of this unit agreement.

8-




If any lcase comritted hereto is burdened with an cverriding
royalty, payment out of productlion or olher charge in addition to the
usnal royalty, the owner of cach =uch lecasce snall bear and assume the
same out of the unitlzed subgtances allocated to the lands embraced
In each such lease as provided herein,

13, LEASES AUD CONTRACTS CONIFORMEDR AND EXTENDED INSOFAR AS

g;5m~,;‘ : THEY APPLY TO LANDS WITHIN THE UNITIZED ARLEA, The terms, conditions and
b [ provisions of all leases, subleases, cperaling apgreements and other con-
9 -

tracts relating to the exploration, drilling development or operation

!‘ for oil or gas of the lands committed to this agreement, shall as of

the effective date hereof, be and the same are nereby expressly mcocdified
and amended insgofar as they apply to lands within the unitized area to the
extent necessary to make the same conform to the provisions hereof and so
that the respective Terms of sald leases and agreements will be extended

insofar as necessary to coincide with the term of this agreement and

s : the apoproval of this agreement by the Commissioner and the respective
lessors and lessees shall be effective to conform the provisions and

i extend the terms of each such lease as to lands within the unitized area

P

A A reamadin
o VO Dl i

e

to the provisions and Terms of this agreement; but otherw!
in full force and effect. Each lease committed to this agreement, inso-
far as it applies to lands within the uritized area, shall continue in
force beyond the term provided theresin as long as thls agreement remains

in effect, provided, drilling operations upvornn the initlal test well pro-
vided for herein shall have been commenced or said well is in the pro-

cess of being drilled by the unit operator priocr to the expiration of

the shortest term lease committed to this agreement. Termination of this
agreement shall not affect any lease which pursuant to the terms thereof

or any applicable laws would continue in full force and effect there-
after. The commencement, completion, ccntinued operation or producticn

of & well or wells for unitized suvstances on the unit area shall be con-
strued and considered as the commesncement, completion, continued opera-
tion or prcduction on each of the leasehold interests committed to this
agreement and opefations or production pursuant to this agreement shall

be deemed to be coperations upon and production Irom each leasehold interest

committed hereto and there shall be no obligation on the part of the

_9,
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unit overator or any of tho owners of the respeclive leaschold interests
commitlied hercetc to drill offcets to wells as belween Lhe leasehold in-
terests committed to this agprceoment, except as provided in Section 9

nerecof,

P

Any 1lecase embracing lands of the State of New Mexico having only
a portion of 1ts lands committed heretoe shall be segregated as to the
portion commitied and as to the portion not committed and the terms of
such leases shall apply separately as to such segregated portions com-
mening as of the effective date hercof., Notwlthstanding any of the pro-
visions of this agreement to the contrary, any lease embracing lands of
the State of New Mexico having only a Dortion of its lands committed
nereto snall continue in full force and effect beyona the term vro-
vided therein as to all lands embraced Iin such lease, 1f oil and gas,
or either of them, are discovered and are being produced in paying
quantities from some vart of the lands cwbraced in such lease committed
to this agreement at lae expiration of the ¢ .condary term of such lease;
or if, at the expiration of the secondary term, the lessee or the unit
operator ls then engaged in bona fide drilling or reworking operations
on some part of the lands embraced therein shall remaln In full force
and effect so long as such coperations are being diligently prosecuted,
and they result in the producticn of oil or gas, said lease snall con-
tinue in full force and effect as to all of the lands embraced therein,
so long thereafter as oll and gas, or eilther of them, are being pro-
duced in paying quantities from any portion of sald lands.

14, CONSERVATION, Operations hereunder

8]

nd production of

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

15. DRAINAGE. 1In the event a well or wells producing oil or
gas in paying quantities shaould be brought in on land adjacent to the
unit area draining unitized substances {rom the lands embraced therein,
unit operator shall driil such coffset well or wells as a reasonably pru-
dent operator would drill under the same or similar circumstances.

16. COVENANTS RUN WITH LALD. The covenants herein shall be

construed to be covenanis running with the land witn respect toc: the




the Commissioner, or (b) a valuable discovery of unitized substances has

interests of the partiecs hereto and thelr successors in interest until
this agreement terminates, and any grant, transfer or conveyance of
interest in land or leases suvject hereto snall be and hereby is con-
ditloned upon the assumption of all privileges and obligations here-
under the the grantee, transferee or oiner successor in interest. No
assignment or transfer or any working, royally or other intercst sub-
Ject hereto shall be binding uporn unit operator until the flirst day
of' the calendar month after the unit overator is: furniched with the
original, photostatic or certified ccpy of the instrument of transfer.

17, EFFECTIVE DATE AND TERM, This agrececment shall become

effective upon approval by the Commissioner and shall terminate in two
years after such date unless {a) such date of expiration is extended by

been made on unitized land during said initial term or any extension

s -

thereof in which case this agreement shall remain in effect so long

as unitized substances are being produced from the unitlized land and,
should production cease, so long thereafter as diligent operations are
in progress for the restoration of production or discovery of new pro-
duction and so long thereafter as the unitized substances so discovered
can be produced as aforesiad. This agreement may be Terminated at any
time by not less than seventy five per cent (75%) on. an acreage basis
of the owners of tne working intereats signatory hereto with the approval
of the Commissioner. Likewise, thre failure to comply with the drilling
requirements of Section 8 hereof may subject this agreement to termina-
tion as provided in said section.

18. RATE OF PRODUGCTION. Al1 production and the disposal there-

of shall be in conformity with allocations, allotments and quotas made or
fixed by the Commission and in conformity witn all applicable laws and
lawful regulations.

19. APPEARANCES. TUnit operatcr spall, after notice to other

parties affected, have the right to appear for anc on behalf of any and
2ll interests affected nereby before the Commissioner of Public Lands
and the New Mexico 01l Conservation Commission, and to appeal from orders

issued under the regulations of the Commigsioner or Commission or to

-11-




apply for relief from any of said repulations or in any proceedings
on its own behalf relative to operations vending vefore the Commissioner
or Commission; provided, however, that any other interest party shall
also have ine ri;ht at his own cxpence to anpear and to particivate in
any such proceeding.
20. NOTICES, All notices, demands or stiatements requlired here-
under to be glven or rendered to the parties hereto shall be deemed
fully given, if glven in writing and senl by postpaid registered mail,
addressed to such party or parties al thelr respective addresses set
forth in connection with the signatures hereto or to the ratification or

consznt herecf or to such other address as any such party may have fur-

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

21. UNAVOIDABLE DELAY. All cbligations under this agreement

requiring the unit operator to commence or continue drilling or to operate
on or produce unitized substances from any of the lands covered by this
agreement shall be suspended while, but only so long as, the unit opera-
tor despite the exercise of due care and diligence, is prevented from
complying with such obligations, in whole or in part, by strikes, war,
acts of God, Federal, State or municipal law or agenciles, unavoidable
accidents, uncontrollable delays in ftrarizportation, 1nability to obtain
necessary materials in open market, or other matters beyond the reasonable
control of the unit operator whether simllar toc matfters nerein enumerated
or not.

22, LOSS OF TITLE. TIn the event title to any tract of unitized

land or substantial interest therein shall fail and the true owner cannot
be induced to join the unit agreement so that such tract is not committed
to this agreement or the operation thereof hereunder becomes impracticable
as a result thereof, such tract may be eliminated from tne unitized

area, and the interést of the parties readjusted as a result of such

tract being eliminated from the unitized area. TIn the event of a dispute
as to the title to any royalty, working or cther interest subject hereto,
the unit operator may withhold payment or fzlivery of the allcocated
portion of the unitized substzices involved on account thereof without
liability for interest until the dispute is finally settled, provided

that no payments of funds due tne State of New Mexico shall ve withheld.

_12-
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Unit operator as such is relieved from any responsibility for any defect

or fallure of any title hereunder,

23, SUBSEQUENT JOINDER. Any oll or gas interest in lands within

the unit area not committed herecto prior to the submission of this agree-
ment for final approval by the Commissioner may be committed hereto by

the owner or owners of such rights subscribing or consenting to this
agreement or executing a ratification thereof, and if such owner is also

a working interest cwner, by subscribing to the opverating agreement pro-
viding for the alilocatlon of costs of exploratlion, development and opera-
tion., A subsequent Jjoinder snall be effective as of the first day of the
month following the approval by the Commissioner of duly executed counter-

parts of fThe instrument or instruments committing the interest of such

 owner to this agreement, bub such jolning party or parties before partici-

pating in any benefits hereunder shall be required to assume and pay to
unit operator thelr proportionate share of the unit expense ilncurred
prior to such party's or parties’ Jjoinder in the under 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 parties or
may be ratifiled or consented to by separate instrument in writing speci-
fically referring hereto, and shall be binding upon all those parties
who have executed such a countérpart, ratification or consent hereto with
the same force and effect as if all such parties had signed the same
document and regardless of whether or not it 1s executed by all other
parties owning or claiming an Interest in the lands within the above
described unlt area.

IN WITNESS WHEREQCF, the undersigned parties hereto have caused
this agreement to be executed as of the respective dates set forth op-

posite thelr signatures.

UNIT OPERATOR

GULF OIL CCRPORATION
ATTEST:

By
Assistant Secretary Attorney-in-Fact

Date:




WORKING INTEREST OWNERS

AMERADA PETROLEUM CORPORATION
ATTEST:
By

Date:

SKELLY 0I5, COMPANY
ATTEST:
By

Date:

TIDWWATER OIL COMPANY
ATTEST:

Date:

STATE OF NEW MEXICO {
COUNTY OF CHAVES J

The foregoing Instrument was acknowledged before me this
day of » 1964, vy ] R
Attorney—in—Fact for GULF 01, CORPORATION, a Pennsylvanig corporation, on
behalf of said corporation,

—_——

Notary PubIlic *_

My Commission Expires:

STATE OF §

COUNTY OF I

day of

2

of AMERADA PETROLEUM CORPORATION, a
corporation, on behglf of said corporation,

Notary Publiic

——————

My Commission Expires:

STATE OF {

- !

COUNTY OF

The foregoing instrument was acknowledged before me this
day of > 1964, b

v
of SKELLY OTL COMPANY &
_

corporation, on behalf ot said corporation,

Notary Publiec

Iy Commission Expires:




o A Lt 2,

dmnin

STATE OF {
COUNTY OF !

The foregoing instrument ‘as acknowledged before me this
ENe YN
o » AU, O] —
of TIDEWATER OTL COMPANY, g ’
corporation, on behzlf orf sald corporation

- ———————

Gay of

——————

; Notary Public
My Commission Expires:

WVK:eji
4-17-64
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EXHIBIT

||Bl|

NORTHWEST TATUM STATE UNIT
LEA COUNTY, NEW MEXICO

SERIAL NO.
TRACT NO. OF AND BASIC ROYALTY
NO. DESCRIPTION OF 1LAND ACRES LEASE DATE & PERCENTAGE LESSEE OF RECORD
1 S/2 NE/&, N/2 NW/4,
SE/4 WW/4, W/2 SW/4,
W/2 SE/4 Section 10;
and NW/4 Section 1ll- E-8469
128-35E 520 9-21-5¢4 1/8 Gulf 0il Corporation
2 W/2 SW/4 Section 1l- E-8549
125-35E 80  10-19-54 1/8 Tidewatec 0il Company
3 NE/4 Section 15- E-8906
125-3SE 160 3-15-55 1/8 3kelly 0il Company
4 SW/4 Section 15- OG- 1834
12S8-35E 160 1-21-58 1/8 Gulf 0il Corporation
S E/2 SE/&4, E/2 SW/4,
SW/4 NW/4 Section 10;
and E/2 SW/4 Section 0G-4040-1
11-125-35E 280 7-15-58 1/8 Amerada Petroleum Corporation
6 $/2 NW/4 Section 5- 0G-4559-1
125-35E &0 9-16-58 1/8 Amerada Petroleum Corporationr
7 N/2 NE/4 Sectiom 10- 0G-5223-1
128-35E 80 3-17-59 1/8 Amerada Petroleum Corporation
8 NW/4 Section 14- K-2468&-1
128-35E 160 5-15-62 1/8 Amerada Petroleum Corporation
9 N/2 NW/4 Section 15- K-2469-1
125-35E 80 5-15-62 1/8 Amerade. Petroleum Corporation

TOTAL ACRES

1,600
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OPERATING AGREEMENT

THIS AGREEMENT, entered into this_1gt. __dayof__ ___ _May | 19 64  between
GULF OIL CORPORATION, P. 0, Box 1938, Roswell, New Mexico,

hereafter designated as "Operator”, and the signatory parties other than Operator,
WITNESSETH, THAT:

WHEREAS, the parties to this agreement are owners of oil and gas leases covering and, if so indicated,

unleased mineral interests in the tracts of land described in Exhibit “A”, and all parties have reached an

v agreement to explore and develop these leases and interests for oil and gas to the extent and as hereinafter

SEPRAE " provided;

g 3('} " NOW, THEREFORE, it is agreed as follows:

»: ; 1. CONFIRMATICN OF UN%TD%g{ﬁ}E%%T (See Section 30-A, p.12)

: As used in this agreement, the following words and teims shall have the meanings here ascribed to
them.

(1) The words “party” and “parties” shall always mean a party, or parties, to this agreement.
(2) The parties to ihis agreement shall always be referred to as “it" or "they’’, whether the parties be cor-
porate bodies, partnerships, associations, or persons real.
(3) The term “oil and gas” shall include oil, gas, casinghead gas, gas condensate, and all other liquid or gase-
ous hydrocarbons, unless an intent to limit the inclusiveness of this term is specifically stated.
(4) The term “oil and gas interests” shall mean unleased fee and mineral interests in tracts of land lying
within the Unit Area which are owned by parties to this agreement.
L (5) The term *Unit Area” shall refer to and include all of the lands, oil and gas leasehold interests and oil
;j;. : and gas interests intended to be developed and operated for oil and gas purposes under this agreement.
Such lands, oil and gas leasehold interests and oil and gas interests are described in Exhibit “A™.

(6) The term “drilling unit” shall mean the area fixed for the drilling of one well by order or rule of any

st‘ate or federal body having authority. If a drilling unit is not fixed by any such rule or order, a drilling
: unit shall be the drilling unit as established by the pattern of drilling in the Unit Area or as fixed by ex-
5 press agreement of the parties. '

i‘_ (7) All exhibits attached to ihis agreement are made a part of the contract as fully as though copied in full
' in the contract.

(8) The words “equipment” and “materials” as used here are synonymous and shall mean and include ail
L’ oil field supplies and personal property acquired for use in the Unit Area.

3. TITLE EXAMINATION, LOSS OF LEASES AND OIL AND GAS INTERESTS

A. Title Examination:

There shall be no examination of title tc leases, or to oil and gas interests, except that title to the drilling
unit on which the expioratory well is to he driiled in accordance with Seection 7, which drilling unit is moare -
particularly described in Exhibit “A'J, shall be examined pn a complete abstract record by Operator’s attorney,

or, X%

XA ZXIEX IsroR Yoh & SXBpeE2t LDSXI8REs 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 examining attorney’s opinion shall be sent to each party immediately after the
opinion is written, and, also, each party shall be given, as they are written, a copy of all subsequent supple-
mental attorney’s re;:\orts. A good faith effort to satisfy the examining attorney's requirements shall be made
by the party owning the lease covering the drillsite,

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 parties do not accept the tiile, the parties shall select a new @rillsite for the
first exploratory well; provided, if the parties are unable to agree upon another drillsite, this agreement shall,
in that case, come to an end and all parties shall then forfeit their rights and be relieved of obligations here-
under. If a new drillsite is selected, title to the oil and gas lease covering it and to the fee title of the lessor
shall be examined, and title shall be approved or accepted or rejected in like manner as provided above con-
cerning 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 be successively selected and title examine'd, until a drillsite is chosen
—_1—

“Individual Loss"




-

/BB 610 TOANTASINSS

to which title is approved or accepted, or until the pa: ties fail to sclect another drillsite, As in the case of the
drillsite first selected, so also with successive choices if the time comes that the parties have not approved
title and are unable to agree upeon an alternate drillsite, the contract shall, in that case and at that time, come
to an end and all parties shall forfeit their rights and be relieved of obligations under this contract.

No well other tiisn the first test shall be drilled in the Unit Area until after (1) the title to the drilling
unit has been examined by an attorney for one of the parties other than the parly whose lease embraces the
drillsite, and (2) the title has been approved by the examining atlorney or the title has been accepted by all
of the parties who are to participate in the drilling of the well,

B. Failure of Title:

Should any oil and gas lease, or interest therein, be lost through failure of title, this agreement shall,
nevertheless, continue in force as to all remaining leases and interests, and

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

{2) There shall be no retroactive adjustment of exp:nses incurred or revenues received from the operation
sf the interest which has been lost, but the interests of the parties shail be revised on an acreage basis,
as of the time it is determined finally that title failure has occurred, so that the interest of the party
whose lease or interest is affected by the title failure will thereafter be reduced in the Unit Area by the
amount of the interest lost; and )

(3) If the proportionate interests of the other parties hereto in any prodﬁcing well theretofore drilled on
the Unit Area is increased by reason of the titie failure, the party whose title has failed shall receive
the proceeds attributable to the increase in such interests (less operating costs attributable thereto)
until it has been reimbursed for unrecovered costs paid by it in connection with such well; and

{4) Should any person not a party to this agreement, who is determined to be the owner of any interest in
the title which has failed, pay in any msanner any part of the cost of operation, development, or equip-
ment, or equipment previously paid under this agreement, such amount shal] be proportionately paid to
the party or parties hereto who in the ficst instance paid the costs which are.so refunded; and

(5) 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 produc-

tion.

C. Loss of Leases for Causes Other Than Title Failure:

If any lease or interest subject to this agreement be lost through failure to develop or because express
or implied covenants have not been performed, or if any lease bé pefmitted to expire at the end of its primary
term and not be renewed or extended, or if any lease or interest therein is lost due to the fact that the produc-
tion therefrom is shut in by reason of lack of market, the loss shall not be considered a failure of title and all

such losses shall be joint lasses and shall be borne by all parties in proportion to their interests and there shall
be no readjustment of interests in the Unit Area.

S—-ENEEASED-OIE ANDGASB ESTS
. NI iy LV LI LAY XY

If any party owns an unleased oil and gac interest in the Unit Area that interest sha ated for the

purpose of this agreement as if it were a leased interest under thé for nd gas lease attached as “Exhi-

bit “B" and for the primary term therein stated. As t fiterests, the owner shall receive royalty on produc-

tion as prescribed in the form of oi
be subject to al

ease attached hereto as Exhibit “B”. Such party shall, however,

Provisions of this agreement relating to lessees, tc the extent that it owne the lessee

4, INTERESTS OF PARTIES
Fxhibit “A” lists ali of the parties, and their respective percentage or fracti6n31 interests under this
agreement. Unless changed by other provisions, all costs and liabilities incurred in operations under this con-
tract shall be borne and paid, and all equipment and material acquired in operations on the Unit Area shall be
owned, by the parties as their interests are given in Exhibit “A”, All product_icr. of oil arnd gas from the Unit
Area, subject to the payment of lessor’s royalties, shall also be owned by the parties in the same manner.
—2 -
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If any oil and gas lcase covered by this agreement is subject to an overriding royalty, production pay-
ment, or other charge over and above the usual one-ecighth (13) royalty, the party contributing that lease shall
assutne and alone bear all such excess obligations and shall account for them to the owners thereof out of its

share of the working interest production of the Unit Area.

5. OPERATOR Or UNIT
| ____ GULF OIL CORPORATION _ shall be the Operator of

the Unit Area, and shall conduct and direct and have full control of all operations on the Unit Area as per-

mitted and required by, and within the limits of, this agrcement. It shall conduct all such operations in a good

. o and workmanlike manner, but it shall have no liability as Operator to the other parties for losses sustained,
i :. . or liabilities incurred, exceptl such as may result frem: gross negligence or from breach of the provisions of
S this agreement.
b 6. EMPLOYEES »
E The number of employees and their selection, and the hours of labor and the compensation for services

performed, shall be determined by Operator. All employees shall be the employees of Operator.
7. TEST WELL

On or befere the_15t _ day of July 19 4l , Operator shall commence the drill-
ing of a well for oil and gas in the foliowing location: ' :

T. 12 S., R. 35 E., N.M,P.M.
Section 10: NW/4 SE/i

and shall thereafter continue the drilling of the well with due diligenre to 11,500 feet or to a
2 : depth sufficient to penetrate the top 50 feet of the Pennsylvanian

’ Strawn Formation. The top of the Strawn is herein agreed to be the
point encountered at 11,575 feet by electrical logs in the Skelly No. 1
West Tatum Unit test in Section 26-12S-35E,

unless granite or other practically impenetrable substance is encountered at a lesser depth or unless all parties

agree to complete the well at a lesser depth.

Operator shall make reasonable tests of all formations encountered during drilling which give indica-

tion of containing oil and gas in quantities sufficient to test, unless this agreement shall be limited in its ap-
‘ plication to a specific formation or formations, in which event Operator shall be required to test only the
gfj-‘ . formation or formations to which this agreemeni may apply.

' If in Operator’s judgment the well will not produce oil or gas in paying quantities, and it wishes to
plug and abandon the test as a dry hole, it shall first secure the consent of all parties to the plugging, and the
well shall then be plugged and abandoned as premptly as possible,

8. COSTS AND EXPENSES
Except as herein otherwise specifically provided, Operator shall promptly pay and discharge all costs
and expenses incurred in the development and operation of the Unit Area pursuant to this agreement and shall
charge each of the parties hereto with their respective proportionate shares upon the cest and expense basis
provided in the Accounting Procedure attached hereto and marked Exhibit 'B" If any provision of Ex-
hibit ¥ B" should be inconsistent with any provision contained in the body of this agreement, the provisions in
the body of this agreement shall prevail. ’

Operator, at its eleciion, shall have the right from time to time to demand and receive from the other
parties payment in advance of their respective shares of the estimated amount of the costs to be incurred in
operations hereunder during the next succeeding month, which right may be exercised only by submission to
each such party of an itemized statement of such estimated costs, together with an invoice for its share there-
of. Each such statement and invoice for the payment in advance of estimated costs shall be submitted on or
before the 20th day of the next preceding month, Each party shall pay to Operator its proportionate share of
such estimate within fifteen (15) days after such estimate and invoice is received. If any party fails to pay its
share of said estimate within said time, the amount due shall bear interest at the rate of six percent (6%) per
annum until paid. Proper adjustment shall be made monthly between advanées and actual cost, to the end

that each party shall bear and pay its proportionate share of actual costs incurred, and no more.

—_—3—
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9. OPERATOR'S LIEN

Operator is given a first and preferred licn on the interest of each party covered by this contract, and
in each partty's interest in oil and gas produced and thc proceeds thereof, and upon cach party's interest in ma-
terial and equipment, to secure the payment of all sums due from each such party to Operator,

In the event any party foils to pay any amount owing by it to Operalor as its share of such costs and
expense or such advance estintate within the time limited fou payinent theresf, Operator, without prejudice to
other existing remedies, is authorized, at its eiection, 1o collect from the purchaser or purchacers of oil or gas,
the proceeds aceruing to the working interest or interests in the Unit Arca of the delinguent party up to the
amount owing by such party, and each purchaser of oil or gas is authorized to rely upon Operator's statement
as to the amount owing by such party. ‘

In the event of the neglect or failure of any non-operating party to promptly pay its proportionate part
of the cost and expense of development and operation when due, the other non-operating parties and Operator,
within thirty (20) days after the rendition of statements therefor by Operator, shall proportionately contribute
to the payment of such delinquent indebtedness and the non-operating parties so contribuling shall be entitled
to the same lien rights as are granted to Operator in this section. Upon the payment by such delinquent or
defaulting party to Operator of any amount or amounts on such delinguent indebtedness, or upon any recovery
on behalf of the non-operating parties under the lien conferred above, the amount or amounts so paid or re-
covered shall be distributed and paid by Operator to the other non-operating parties and Operator propor-

tionately in accordance with the contributions theretofore made by them.

EFFECTIVE DATE AND

10,/TERM OF AGREEMENT (See Section 30-B, p.12)
——Phis-gpreement shali-remein—in—fut-forceundeffect-forastonzasmy-of-theottend-gas-leases-sabieeted
to this agreement remain or are continued in force as to any part of the Unit Area, whether by prodye 'on, ex-
tension, renewal or otherwise; provided, however, that in the event the first well drilled perfunder results in
a dry hole and no other well is producing oil or gas in paying quantities from the~Unit Area, then at the end
of ninety (90) days aiter abandonment of the first test weli, this agre nt shall terminate unless one or
more of the parties are then engaged in drilling a well or wglls"pursuant to Section 12 hereof, or all parties
have agreed to drill an additional well or wells under S agreement, in which event this agreement shall con-
tinue in force until such well or wells shallLkaVe been drilled and completed. If production results there-
from this agreement shall continue ju-force thereafter as if said first test well had been productive in paying
quantities, but if productign~fn paying quantities does not result therefrom this agreement shall terminate
at the end of ning B0) days after abandonment of such well or wells. It is agreed, however, that the term-

ination ofAMis agreement shall not relieve any party hereto from any liability which has accrued or aftached

TTOTY

11. LIMITATION ON EXPENDITURES

Without the cansent of all parties: (a) Ne¢ wrell shall be drilled on the Unit Area excepti any well ex-
pressly provided for in this agreement and except any well drilled pursuant to the provisions of Section 12
of this agi'eement, it being understood that the consent to the drilling of a well shall include consent to all
necessary expenditures in the drilling, testing, completing,'and equipping of the well, including necessary
tankage; (b) No well shall be reworked, plugged back or deepened except a well reworked, plugged back or
deepened pursuant to the provisiuns of Section 12 of this agreement, it being understood that the consent to
the reworking, plugging back or deepening of a well shall include consent to all necessary expenditures in
conducting such operations and completing and equipping of said well to produce, including necessary tank-
age; (¢) Operator shall not undertake any single project reasonably estimated to require an expenditure in
excess of Five Thousand Dollars ($.5,000.00 _)

except in connection with a well the drilling, reworking, deepening, or plugging back of which has been pre-

viously zuthorized by or pursuant tc this agreement; provided, however, that in case of explosion, fire, flood,
or other sudden emergency, whether of the same or.different nature, Operator may take such steps and incur
such expenses as in its opinion are required to deal with the emergency and to safeguard life and property,
but Operator shall, as promptly as possible, repcrt the emergency to the other parties. Operator shall, upon

request, furnish copies of its *Authority for Expenditures” for any -single project costing in ex-

cess of $_ 5 Q00 .00
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12. OPERATICONS BY LESS THAN ALL PARTIES

If all the parties cannot mutu'ally agree upon the drilling of any well on the Unit Area other than the
test well provided for in Section 7, or upon the reworking, deepening or plugging back of a dry hole drilled
at the joint expense of all parties or = 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
may give the other parties writlen notice of the proposed operation, specifying the work to be performed,
the location, proposed depth, objective formation and the cstimated cost of the operation. The parties receiv-
ing such a notice shall have thirty (30) days (except as to reworking, plugging back or drilling deeper, where
a drilling rig is on location, the period shall be limited to forty-eight (48) hours exclusive of Saturday or Sun-
day) after receipt of the notice within which to notify the parties wishing to do the work whether they elect
to participate in the cost of the proposed operation. Failure of a party receiving such a notice to so reply to
it within the period above fixed shall constitute an election by that party not to participate in the cost of the

proposed operation.

If any party receiving such a notice elects not to participate in the proposed operation (such party cor
parties being hereafter referred to as “Non-Censenting Party’), then in order to be entitled to the benefits
of this sec..on, the party or parties giving the notice and such other parties as shall elect to participate in the
operation (all such parties being hereafter 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 expir-
ation 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 interests as shown in Exhibit “A” kear 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 or arising from the operations of the Consenting Parties. If
such an operation results in a dry hole, ithe Consenting Parties shail plug and abandon the well at their sole
cost, risk and expense. If any well drilled, reworked, deepened or plugzed 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 shull then be turned over to Operator and
shall be operated by it at the expentze and for the account of the Consenting Parties. Upon commencement of
operations for the drilling, reworking, deepening or plugging back of any such well by Consenting Parties
in accordance with the provisions of this section, each Non-Consenting Party shall be deemed to have relin-
quished to Consenting Parties, and the Consenting Parties shall own and be entitled to receive, in proportion
to their resp-ctive interests, all of such Non-Consenting Party's interest in th-e well, its léasehold operating
rights, and share of production therefrom until the proceeds or market value théreof (after deducting pro-
duction taxes, royalty, overriding royalty and other interests payable out of or measurgd by the vroduction

from such well accruing with respect to such interest until it reverts) shall equal the total of the following:

(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 first production and continuing until each such Non-Consenting
Party’'s relinquished 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 equipment 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 operation; and -

{B) 2009 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 24, and 2009%
of that portinn of the cost of newly acquired equipment in the well (to and including the wellhead
connections), which would have been chargeable to such Non-Conseniing Party if it had participated
therein.
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be permitted to use, free of cost, all casing, tubing and other equipment i

Ut the ownership of all
such equipment shall remain_unchangeWent of a well after such reworking, plugging

btack or deeper drillin siting Parties shall account for all such equipment to the owners thereof,

(See Section 30-C, p.12)

Within sixty (80) days after the completion of any operation under this section, the party conducting
the operations for the Consenting Parties shall furnish cach Non-Consenting Party with an inventory of
the equipment in and connected to the well, and an itemized statement of the cost of drilling, deepening,
plugging back, testing, completing, and equipping the weli for production; or, at its option, the operating
party, in lieu of an itemized statement of such costs of operation, may submit a detailed statement of monthly
billings. Each month thereafter, during the time the Consenting Parties are being reimbursed as provided
above, the Consenting Parties shall furnish the Non-Consenting Parties with an itemized statement of all
costs and liabilities incurred in the operation of the well, together with a statement of the quantity of oil
and gas produced irom 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 equip-
ment newly acquired in connection with any such operation which would have been owned by a Non-Con-
senting Party had it participated therein shall be credited against the total unreturned costs of the work done
and of the equipment purchased, in determining when the interest of such Non-Consenting Party shall revert

to it as above provided; if there is a credit balance it shall be paid to such Non-Consenting Party.

If and when the Consenting Parties recover from a Non-Consenting Party’s relinquished interest the
amounts provided for above, the relinquished interests of such Non-Consenting Party shall automatically
revert tc it and from and after such reversion such Non-Conzenting Purty shall own the same interest in such
well, the operating rights and working interest therein, the material and equiprnent in or pertaining thereto,
and the production therefrom as such Non-Consenting Party would have owned had it participated in the
drilling, reworking, deepening or plugging back of said well. Thereafter, 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 accord-

ance with the terms of this agreement and the accounting procedure schedule, Exhibit "B" attached hereto.

’

Notwithstanding the provisions of this Section 12, it is agreed that without the mutual consent of all
parties, no wells shall be completed in or produced from a source of supply from which & well located zise-
where 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 wiatsoever to the drilling of the initial test
well on the Unit Area, but shall apply to the reworking, deepening, or pll.:gging back of the initial test well
after it has been drilled to the depth specified in Section 7, if it is, or thereafter shall prove to be, a dry
hole or non-commercial well, and to all other wells drilled, reworked, deepened, or plugged back, or pro-

posed to be drilled, reworked, deepened, or plugged back, upon the Unit Area subsequent to the drilling of
the initial test well,

13. RIGHT 720 TAKE PRODUCTION IN KIND

Each party shall take in kind or separately dispose of its proportionate share of all ¢il and gas pro-
duced from the Unit Area, exclusive of production which may be used in development and producing oper-
ations and in preparing and treating oil for marketing purposes and production unavoidably lost. Each party
shall pay or deliver, or cause to be paid or delivered, all royalties, overriding royalties, or other payments
due on its share of such production, and shall hold the other parties free from any liability therefor. Any
extra expenditure incurred in the taking in kind or separate disposition by any party of its proportionate
share of the production shall be borne by such party.

Each party shall execute all division ovrders and contracts of sale pertaining to its interest in produc-
tion from the Unit Area, and shall be entitled to receive payment direct from the purchaser or purcnasers
thereof for its share of all production.
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In the event any party shail fail to make the arrangements necessary o take in kind or scparvately
dispose of its proportionate share of the oil and gas produced from the Unit Arca, Operator shall have the
right, subject to revocation at will by the patty owning it, but net the obligation, to purchase such oil and
gas or sell it to others for the time being, at not less than the market price prevailing in the area, which
shall in no event be less than the price which Operator receives for its portion of the oil and gas piroduced
from the Unit Area. Any such purchase or sale by Operator shall be subject always to the right of the
owner of the production to exercise at any time its right to take in kind, or scparately dispose of, its share of
all oil and gas not previously delivered io a purchaser. Notwithstanding the foregoing, Operator shall not
make a sale into interstate commerce of any other party's share of gas production without first giving such
other party sixty (60) days notice of such intended sale.

14. ACCESS TO UNIT AREA

Each party shall have access to the Unit Area at all reasonable times, at its sole risk, to inspect or
observe operations, and shall have access at reasonable times to informaticn pertaining to the development
or operation thereof, including Operator's books and records relating thereto. Operator shall, upen request,
furnish each of the other parties with copies of all drilling reports, well logs, tank tables, daily gauge and
run tickets and reports of stock on hand at the first of each month, and shall make available samples of any

cores or cuttings taken from any well drilled on the Unit Area,

15. DRILLING CONTRACTS

All wells drilled on the Unit Area shall be drilled on a competitive coniract basis at the usual rates
prevailing in the area. Operator, if it so0 desires, may cmploy its own tools and equipment in the drilling
of wells, but its charges therefor shall not exceed the prevailing rates in the field, and the rate of such
charges shall be agreed upon by the parties in writing before drilling operations are commenced, and such
work shall be performed by Operator under the same terms and conditions as shall be customary and usual

in the field in contracts of independent contractors who are doing work of a similar nature.

16. ABANDONMENT OF WEILS

No well, other than any well which has been drilled or reworked pursnant to Section 12 hereof for
which the Consenting Parties have not hoen fully reimbursed as thercin provided, which has been com-
pleted as a2 nroducer shall be plugged and abandoned without the consent of all partizs; provided, however,
if all parties do not agree to the abandonment of any well, those wishing to continue its operation shall tender
to each of the other parties its proportionate share of the value of the well’s salvable material and equip-
ment, determined in accordance with the provisions of- Exhibit "B" less the estimated cost of salvaging and
the estimated cost of plugging and abandonihg. Each abandoning party shall then assign to the pon-
abandoning parties, without warranty, express or implied, as to title or as to quantity, guality, or fitness for use
of the equipment and material, all of its interest in the well and its equipment, together with its interest in
the leasehold estate as to, but only as to, the interval or intervals of the formation or formations then open
to production. The assignments so limited shall encompass the “drilling unit” upon which the well is located.
The payments by, and the assignmentis to, the assignees shall be in a ratio based upon the relationship of
their respective percentages of participation in the Unit Area to the aggregate of the percentages of partici-
pation in the Unit Area of all assignees. There shall be no readjustment of interest in the remaining portion
of the Unit Area.

After the assignment, the assignors shall have no further responsibility, liability, or interest in the
operation of or production from the well in the interval or intervals then open. Upon 1equest. of the assignees,
Operator shall continue to operate the assigned well for the account of the non-abandoning parties at the

rates and charges contemplated by this agreement, plus any additional cost and charges which may arise as
the result of the separate ownership oif the assigned well.

U,
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17. DELAY RENTALS AND SHUT-IN WELL PAYMENTS

Delay rentals and shut-in well pavments which may be requived under the terms of any lease shall be
paid by the party who has subjected such lease to this agreement, at its own expense, Proof of each payment
shall be given to Operator at least ten (10) days prior to the rental or shut-in well payment date. Operator
shall furnish similar proof to all other parties concerning paviments il makes in connection with its leases. Any
party may request, and shall be entitled to reccive, proper evidence of all such payments. If, through mistake
or oversight, any delay renta! or shut-in well payment is not paid or is erroncously paid, and as a result a lease
or interest tnerein terminates, there shal! be no monetary liability against the party who faik;d to make such
payment. Unless the party who failed to pay a rental ov shut-in well payment secures a new lease covering the
same interest within ninety (90) days from the discavery of the failure to make proper payment, the interests
of the parties shall be revised on an acreage bhasis effective a; of the date of termination of the lease involved,
and the party who failed to make proper payment will no longer he credited with an interest in the Unit Area
on account of the ownership of tie lease which has terminated. In the event the ;;arty who failed to pay the
rental or the shut-in well payment shall not have been fully reimbursed, -at the time of the loss, from the pro-
ceeds of the sale of oil and gas attributable to the lost interest, calculated on an acreage basis, for the develop-
ment av 1 operating costs theretofore paid on account of such interest, it shall be reimbursed for unrecovered
actual costs theretofore paid by it (but not for its share of the cost of any dry hole previously drilled or wells
previously abandoued) from so much of the following as is necessary to effect reimbursement:

(1) proceeds of oil and gas, less operating expenses, theretefore acerued to the credit of the lost interest, on
an acreage basis, up to the amount of unrecovered costs;

(2) proceeds, less operating expenses thereafter incurred attribuiable to the lost interest on an acreage
basis, of that portion of oil and gas thereafter produced and marketed (excluding production from any
wells thereafter drilled} which would, in the absence of such lease termination, be aftributable to the
lost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of said portion of
the oil and gas to be contributed by the other parties in proportion to their respective interests; and

(3) any moneys, up to the amount of unrecovered costs, that may be paid by any pariy who is, or becomes,

the owner of the interest lost, for the privilege of participating in the Unit Area or becoming a party {o

this contract.

18. PREFERENTIAL RIGHT TO PURCHASE

Should any party desire to sell all or any part of its internrsts under this contract, or its rights and in-
terests in the Unit Area, it shall promptly give written notice to the other parties, with full information con-
cerning its proposed sale, which shall include the name and address of the prospective purchaser (who must
be ready, willing and able to purchase), the purchase price, and ali other terms of the offer. The other parties
shall then have an optional prior right, for a period of ten (10) days after receipt of the notice, to purchase
on the same terms and conditions the interest which the othe-r party proposes to sell; and, if this optional right
is exercised, the purchasing parties shall share the purchased interest in the proportions that the interest of
each bears to the total interest of all purchasing parties. However, there shall be no preferential right to pur-
chase in those cases where any party wishes to mortgage its interests, or to dispose of its interests by merger,
reorganization, consolidation, or sale of all of its assets, or a sale of transfer of its interests to a subsidiary or
parent company, or subsidiary of a parent company, or to any company in which any one part{y owns a ma-
jority of the stock.

Should a sale be made by Operator of its rights and interests, the other parties shall have the right
within sixty (60) days after the date of such sale, by majority vote in interest, to select a new Operator. If
a new Operator is not so selected, the transferee of the present Operator shall assume the duties of angd act as
Operator. In either case, the retiring Operator shall continue to serve as Operator, and discharge its duties
in that capacity under this agreement, until its successor Operator is selected and begins to functioﬂ, but the
present Operator shall not be obligated to continue the perforinance of its duties for more than 120 days after
the sale of its rights and interests has been completed.

—_—f—
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19, MAINTENANCE OF UNIT OWNERSHIP

For the purpose of maintaining uniformity of ownership in the oil and gas leaschold interests covered by
this contract, and notwithstanding any other provisions to the contrary, no party shall sell, encumber, transfer
or make other disposition of its interest in the leases embraced within the Unit Area and in wells, equipment

and production unless such disposition covers eithey:
(1) the entire interest of the party in all leases and cquipment and production; or

{2) an equal undivided interest in all leases and equipment and production in the Unit Area.

Every such sale, encumbrance, transfer or other disposition made by any party shall be made expressly

subject to this agreement, and shall be made without prejudice to the rights of the other parties.

If at any time the interest of any party is divided among and owned by four or more co-owners, Opera-
tor may, at its discretion, require such co-owners 10 appoint a single trustee or agent with full authority to re-
ceive nocices, approve expenditures, receive biliings for and approve and pay such party’s share of the joint
expenses, and to deal generally with, and with power to bind, the co-owners of such party’s interests within
the scope of the operations embraced in this contract; however, all such co-owners shall enter into and execute

all contracts or agreements for the disposition of their respective shaves of the oil and gas produced from the

Unit Area and they shall have the right to receive, separately, payment of the sale proceeds thereof.

20. RESIGNATION OF (GPERATOR

Operator may resign from -its duties and obligations as Operator at any time upon written notice of not
less than ninety (90) days given to all other parties. In this case, all parties to this contract shall select by
majority vote in interest, not in numbers, a new Operator who shall assume the responsibilities and duties, and
have the rights, prescribed for Operator by this agreement. The retiring Operator shall deliver to its successor

all records and information necessary (0 the discharge by the new Operator of its duties and obligations.
21. LIABILITY OF PARTIES

The liability of the parties shall be several, not joint or coliective. Each party shall be responsible
only for its obligations, and shall be liable only for its proportionate share of the costs of developing and
operating the Unit Area. Accordingly, the lien granted by each party to Operator in Section 9 is given to se-
cure only the debts of each severally. It is not the intention of the parties to ereate, nor shall this agreement

be construed as creating, a mining or other partnership or association, or to render them liable as partners,

22. RENEWAL OR EXTENSION OF LEASES
If any party secures a renewal of any oil and gas lease subject to this contract, each and all of the other
parties shall be notified promptly, and shall have the right to participate in the ownership of the renewal lease
by paying to the party who acquired it their several proper proportionate shares of the acquisition cost, which
shall be in proportion to the interests held at that time by the parties in the Unit Area.

It some, but less than all, of the parties elect to participate in the purchase of a renewal lease, it shall
be owned by the parties who elect to participate therein, in a ratio based upon the relationship of their respec-
tive percentage of participation in the unit area to the aggregate of the percentages of participation in the unit
area of all parties participating in the purchase of such renewal lease. Any renewal lease in which less than

all the parties elect fo participate shall not be subject to this agreement.

Each party who participates in the purchase of & renewal lease shall be given an assignment of its pro-
portionate interest therein by the acquiring party.

The provisions of this section shall apply to renewal leases whether they are for the entire interest
covered by the expiring lease or cover only a portion of its area or an interest therein. Any renewal lease
taken before the expiration of its predecessor lease, oi taken or contracted for within six (§) months after
the expiration of the existing lease shall be subject to this provision; but any lease taken or contracted for
more than six (6) months after the expiration of an c¢xisting lease shall not be deemed a renewal lease and
shall not be subject to the provisions of this section. -

The provisions in this section shall apply also and in like manner to extensions of oil and gas leases.

—9
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23. SURRENDER O LEASES

The leases covered by this agreement, in so far as they embrace acreage in the Unit Area, shall not be

surrendered in whole or in part unless all partics consent.

However, should any party desire to surrender its interest in any lease or in any portion thereof, and
other parties ot agree or consent, the party desiring to surrender shall sssign, without express or implied
warranty of title, ail of its interest in such lease, or portion thercof, and any well, material and equipment
which may be located thereon and any rights in production thereaiter sccured, to the parties not desiring to
surrender it. Upon such assignment, the assigning party shall be relieved frorﬁ all obligations thereafter ac-
cruing, but not theretofore accrued, with respect to the acreage assigned and the operation of any well there-
on, and the assigning party shall have no further interest in the lease assigned and its equipment and production.
The parties assignee shall pay to the party assignor the recasonable salvage value of the latter’s interest in any
wells and equipment on the assigned acreage, determined in accordance with the provisions of Exhibit “BY,
less the estimated cost of salvaging and the estimated cost of plugging and abandoning. If the assignment is in
favor of more than one party, the assigned interest shall be shared by the parties assignee in the proportions

that the interest of each bears to the interest of all parties assignee.

Any assignment or surrender made under this provision shall not reduce or change the assignors’ or sur-
rendering partics’ interest, as it was immediately before the assignment, in the balance of the Unit Area; and
the acreage assigned or surrendered, and subsequent operauons thereon, shall not thereafter be subject to the

terms and provisions of this agreement.

24, ACREAGE OR CASH CONTRIBUTIONS

If any party receives while this agreement is in force a contribution of cash toward the drilling of a
well or any other operation on the Unit Area, such contribution shall be paid to the party who conducted the
drilling or other operation and shall be applied by it against the cost of such drilling or other operation. If
the contribution be in the form of acreage, the party to whom the coniribution is made shall promptly execute
an assignment of the acreage, without warranty of title, to all parties to this agreement in proportion to their
interests in the Unit Area at that time, and such acreage shall become a part of the Unit Area and be governed
by all the provisions of this contract. Each party shall promptly notify all other parties of all acreage or

oney contributions it may obtain in support of any well er any other operation on the Unit Area.

25. PROVISION CONCERNING TAXATION

Each of the parties hereto elects, under the authority of Section 761(a) of the Internal Revenue Code of
1954, to be excluded from the application of all of the provisions of Subchapter K of Chapter 1 of Subtitle A of
the Internal Revenue Code of 1954. If the income tax laws of the state or states in which the property covered
hereby is located contain, or may hereafier contain, provisions similar to those contained in the Subchapter of
the Interhal Revenue Code of 1954 above referred to under which a similar election 1s permitted, each of the
parties agrees that such election shall be exercised. Each party authorizes and directs the Operator to execute
such an election or elections on its behalf and to {ile the election with the proper governmental office or

agency. If requested by the Operator so to do, each party agrees to execute and join in such an election.

Operator shall render for ad valorem :iaxation all property subject to this agreement which by Jlaw
should be returned for such taxes, and it shall pay all such taxes assessed thereon before they become delin-
quent. Operator shall bill all other parties for their proportionate share of all tax payments in the manner
provided in Exhibit"'BY,

If any tax assessment is considerec unreasonable by Operator, it may at its discretion protest such valua-
tion within the time and manner prescribed by law, and prosecute the protest to a final determination, unless
all parties agree to abandon the protest prior to final determination. When any such protested valuation shall
have beern finally determinead, Operator shall pay the assessment for the joint account, together with interest and
penalty accrued, and the total cost shall then b~ assessed against the parties, and be paid by them, as provided
in Exhibit *BY

—10—
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26. INSURANCE

At all times while operations are conducted hereunder, Operator shall comply with the Workmen's
Compensation Law of the State where the eperations are being conducied. Operator shall also carry or pro-
vide insurance for the benefit of the joint account of the partics as may be outlined in Exhibit M ¢'attached
to and made a part hercof. Operator shall require all contractors engaged in work on or for the Unit Area
to comply with the Workmen's Compensation Law of the State where the operations are being conducted and
to maintain such other insurance as Operator may require.

In the event Automobile Public Liability Insurance is specified in said Exhibit "C“, or subsequently re-
ceives the approval of the parties, no direot charge shall be made by Dperator for premiums paid for such in-

surance for operator’s fully owned automotive equipment,
27. CLAIMS AND LAWSUITS

If any party to this contract is sued on an alleged cause of action arising out of operations on the Unit
Area, or on an alleged cause of action involving title to any lease ov oil and gas interest subjected to this con-
tract, it shall give prompt written notice of the suit to the Operator and all other parties,

The defense of lawsuits shall be under the general direction of a commitice of lawyers representing the
parties, with Operator’s attorney as Chairman. Suits may be settled during litigation only with the joint con-
sent of all parties. No charge shall be made for services performed by the staff attorneys for any of the
parties, but otherwise all expenses incurred in the defense of suits, together with the amount paid to discharge
any final judgment, shall be considered costs of operation and shaill be charged to and paid by all parties in
proportion to their then interests in the Unit Arca. Attorneys, other than staff attorneys for the parties, shall
be employed in lawsuits involving Unit Area operations only with the consent of all parties; if cutside counsel
is employed, their fees and expenses shall be considered Unit Area expense and shall be paid by Operator and
charged to all of the parties in proportion to their then interests in the Unit Area. The provisions of this
paragraph shall not be applied in any instance where the loss which may result frem the suit is treated as an
individual loss rather than a joint loss under prior provisions of this agreement, and all such suits shall bLe
handled by and be the sole responsibility of the party or parties concerned.

Damage claims caused by and arising out of operations on the Unit Area, conducted for the joint ae-
count of all parties, shall be handled by Operator and its altorneys, the settlement of claims of this kind shall
be within the discretion of Operator so long as the anmsunt paid in settlement of any one claim does not exceed
one thousand ($1000.00) aollars and, if settled, the swms paid in settlement shall be charged as expense to

and be paid by all parties in proportion to {heir then interests in the Unit Area.

28. FORCE MAJEURE

It any party is rendered unable, whoily or in part, by force majetre to carry out its obligations under
this agreement, other than the obligation to make money payments, that party shall give to all other parties
prompt written notice of the force majeure with ieasonably full particulars concerning it; thereupon, the
obligations of the party giving the notice, so far as they are affected by the force majeure, shall be suspended
during, but no longer than, the continuance of the force majeure. The affected party shall use all possible
diligence to remove the force majeure as quickly as possible.

The requirement that any force majeure shall be remedied with all reasonable dispatch shall not require
the_ seéttlement of strikes, lockouts, or other labor difficulty by the party involved, contrary to its wishes; how
all such difficulties sha}l be handled shall be entirely within the discretion of the party concerned. .

The term “force majeure” as here employed shall mean an act of God, strike, lockout, or other industrial
disturbance, act of the public enemy, war, blockade, public riot, lightning, fire, storm, flood, explosion, gov-
ernmental resivaint, unavailability of equipment, and any other cause, whether of the kind specifically enum-~

erated above or otherwise, which is not reasonably within the control of the party claiming suspension.
2%. NOTICES

All notices authorized or required between the parties, and required by any of  the provisions of this
agreement, shall, unless otherwise specifically provided, be given in writing by United States mail or Western

Union Telegram, postage or charges prepaid, and addressed to the party to whom the notice is given at ihe
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addresses Jisted on Exhibil “A". The originating nolice to be given under any provision hercof shall be deemed
given only when received by the party to whom such noatice is directed and the time for such party to give any
notice in response thereto shall run from the date the originating notice is received. The second or any re-
sponsive notice chall be deemed given when deposited in the United States mail or with the Western Union
Telegraph Company, with postage or charges pirepaid. Each party shell have the right to change its address

at any time, and from time to time, by giving written notice thereof to all other parties.

30. OTHER CONDITIONS, IF ANY, ARE:

A. CONFIRMATION OF UNIT AGREEMENT. The Northwest Tatum State Unit Agree-
ment, execulted as of even date herewith, is hereby confirmed and by
reference made a part of thils agreement. If there is any conflict be-~
tween the unit agreement and this agreement, the unit agreement shall
govern,

B, EFFECTIVE DATE AND TERM OF AGREEMENT. Thils agreement shall become
effective on the effective date of the Northwest Tatum State Unit
Agreement and shall remain in full force and effect for as long as
saild Unit Agreement is in effect, and thereafter, until all unit wells
have been abandoned and plugged or surrendered in accordance with Sec-
tion 23 hereof, and all unit equipment and real property acquired for
the Joint account have been disposed of by operator in accordance with
the provisions herecof, and there has been a final accounting.

¢, NON-CONSENT OPERATIONS - PURCHASE OF WELL, EQUIPMENT BY CONSENTING
PARTIES. Before any reworking, plugging back or deeper drilling

operation is undertaken on any well which has been completed as a pro- -
ducer the congenting parties shall first obtain the non-consenting
parties' permission to carry on such operation and the consenting
parties shall then be entitled to purchase each non-consenting party's
share of the value of fthe well's salvable material and equipment,
determined in accordance with the provisions of Exhibit "B", less the
estimated cost of salvaging and the estlmated cost of plugging and
abandoning. The material and equipment shall thereafter, for the pur-
poses of Section 12, be deemed newly acquired material and equipment
of the consenting parties and the consenting parties shall in a sue~
cessful operation be entitled to receive 100% or 200%, as the case may
be (depending upon whether the material and equipment 1s before or beyond
the wellhead connection), of the entire net salvage value of said
material and equlpment before reversion of the interest in the well,

the material and equipment thereon to any non-consenting party as pro-
vided in Section 12, '

D, RIGHTS TO BE EARNED - REAPPORTIONMENT OF COSTS FOR TEST WELL - DEEPER
DRILLING OPTION. It is stipualated and agreed that the respective in-

terests of Skelly 0il Company and Tidewater 01l Company in the Unit Area
covered nhereby are &as follows:

Skelly 01l Company, 16C acres, 10%
Tidewater Oil Company, 80 acres, 5%

In addition to thelr own proportionate shares of the costs for the drilling
of the test well provided for under Section 7 hereof, Gulf 0il Corporation

and Amerada Petroleum Corporation shall each bear one-half (1/2) of Skelly

0il Company's and Tidewater G11 Company's proportionate shares of the costs
of drilling, testing, completing and equlpping said well into the tanks or

plugging and abandoning the same 1f a dry hole.

In consideration for being carried for all of such costs 3kelly 0il Com-~
pany and Tidewater 01l Company each agrees in the event sald test well is
completed as a producer of oll or gas in paying quantities to execute and
deliver to Gulf 011 Corporation and Amerada Petroleum CGorporation in egual
shares an assignment to the depth hereinafter provided of an undivided one- -
half (1/2) of 1ts total rights, title and interest in and to 1ts oil and gas
lease or portion thereof committed to this agreement, said leases more par-
ticularly set forth and described in Section 3 of Exnibit "A" hereto. The
interests of the parties provided for in Section 2 of Exhibit "A" shall bve
revised as necessary after Gulf 011 Corporation and Amerada Petroleum
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Corporation have earned such assignments from Skelly 0il Company and
Tidewater 011 Company; and after saild well has been drilled and com-
pleted into the tanks all costs incurred in subsequent unit operations
affecting the formations and depths covering which such interests are
declared shall be borne by the parties hereto in the proportions set
forth in Section 2 of Exhibit "A", as currently revised.

The assignments of leasehold interests hereinabove provided for shall
cover one-half of the assignor's oll and gas rights from the surface of
the ground down to one hundred (100) feet below the total depth to which
the test well provided for by Section 7 1g drillied; provided, however,
such assignment shall cover one-half of thé assignor's oll and gas rights
to all depths in the event within one year from the completion date of

the initlal test well Gulf 01l Corporation and Amerada Petroleum Corpora-~
tion, or either of them, at their sole ccst, risk and expense should deepen
any unit well to a depth sufficient to test the Devonian formation. (For
the purposes of this agreement a well drilled to a depth of 14,300 feet

or to a depth sufficient to adequately test conclusive fliuid 1in the
Devonian formation at a lesser depth shall be deemed sufficient.) In con-
nection herewith 1f either Gulf 01l Corporation or Amerada Petroleum
Corporation should refuse to Join together in bearing the costs involved
in the deeper drilling beneath the objective depth provided in Section 7
hereof, the remalning party in consideration for bearing the sole cost,
risk and expense of such deeper drilling shall be entitled to recelve an
assignment of an undivided one-half leagehold interest in the unlt area
from each of the three parties who have not participated in the cosgts of
sald deeper drilling, and such assignment shall cover only oil and gas
rights beginning at 100 feet below the objective depth provided in Section 7
and extending to all depths beneath sald objective depth.
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This agrecwent may ve signed n counterpart, and shall be binding
upon the parties and upon thelr helr representatives and

asaslgnsg,

successors,

GULF OIL CORPORATION

; ATTEST
| "“I_l%é%' fZ%iL' jQA)/: By \\f:\~§gékxjkr- ‘Q:iiQAJ
egretary Attorney-inrfact

AMERADA PETROLEUM CORPORATION

B .
.
s

- ATTEST:
By

! Secrefary

SKELLY OIL COMPANY

ATTEST1
3 By
. Secretary
TIDEWATER OIL COMPANY
ATTEST:
By,
Secretary
STATE OF NEW MEXICO {
COUNTY OF CHAVES ¥
The foregoing instrdment was acknowledged Defore me this /f(& day of
ey , 1964, by W b . . ,
Fact, for GQULF OIL COrRPORATION, a Pennsylvania corporation, on

Attorney-1ip-
behalf of sald corporation.

co, o h
/g;n i//zz»tc (.é:&'j(’--\

Notary Pubdic

My Commission Explres:
My Commission Expires August 15, 1984

STATE OF ¥
COUNTY OF {
The foregoing instrumirt was acknowledged before me this day of
s 196 oy of AMERADA PETROLEUM CORPORATION, a ’

corporation, on behalf of sald corporation.

Notary Public

My Commission Explres:
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STATE OF {
COUNTY OF {
Tne foregoing instrument was acknowledged Defore me this day of
s 196}4) by L)

of SKELLY OIL COMPANY, a
corporation, on behalf of sald corporation.

= Notary Public
E**' My Commission Expires:

STATE OF §
COUNTY OF % ‘
The foregoing instrument was acknowledged before me this day of -
s 19 64 s by J‘

of TIDEWATER OIL COMPANY, a
corporation, on behalf of sald corporation,

Notary Publie
. My Commission Expilres:
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Tnls agreement may be sipoed in counterpart, and shall be binding
4oon the vavties and upon thelr succocsoors and assigns,

GJLE O1], CORPORATION

AR Fa L]
ATTIEST:

By
Issistant Secretlary Kttorrney-In-Fact
o A E ]
i _;fﬁ7nAMERADA PIRTROLYUM CORPORATION
~
ATTEST : f

cretary

T. K. Rusphreys John P. Ressond
SKELLY 0Il. COMPANY
ATTEST:
—_— By
Secretary
TIDEWATER O1L COMPANY
ATTEST: |
—_ By
Secretary
STATE OF NEW MEXICO {
COUNTY OF CHAVES i

The foregoing instrument was acknowledged before me this day of
, 1964, by .
Attorney-in-Fact, for GULEF OLL CORPCRATLUN, a Fennsylvania corporation, on
behalf of said corporation.

Notary Publilc
My Commission Expires:

STATE OF _ ORIABGMA i
COUNTY OF ouLSA ]

The foregoing instrument was acknowleaged before me this 3rd day of

Juna s 1964, by _ Johm ¥, Hemmewd
of AMERADA PETROLEUM CORPORATION, &

Delawsre corporation, cn behalfl of saild corporation.

3

_ Lo
AN SV W S OTES ST
Notary Public
My Commission Expiress R

 BOETS

0.3

f . Siate of il .
in and for ¢ 12, 1964

My commission expires Augus
. l 3 _

Northwest Tatum State Unit Operating Agreement
dated May 1, 1964,
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'l aprcoment may be signed in counterpart, and shall be binding
uoeny Liie carties and upon Lthelr sucerssors ana ai_‘x:‘,i,g:r‘lfs.

GuLl O, CORPORATION

By
KssTstant Secretary ) AMTorney-In-Facl
AMERADRA PETROLEUM CORPORATION
ATTEST ¢
By
Secretary
SKELLY CIL COMFPANY
ATTEST
By
Secretary

TIDEWATER OIL COMPANY

ATTEST: | ')

/?J/ i}quvazwwnvvavvuanN :f;;;5¢/§%i4fiilq7/

Asstasecretary /° VICE PRESIDENT
(-
STATE OF NEW MEXICO }
COUNTY OF CHAVES §
The foregoling Instrument was acknowledged before me this _ day of

-
7 1904_! bY 9

Attorney-in~Fact, for GULF OlL CORPCREATIUON, a Fennsylvania corpcration, on
behalf of said corporation.

Notary Public
My Commission Expires:

STATE OF ]
COUNTY OF )
The foregoing instrument was acknowleaged before me this day of

p) 1964, by
of AMERADA FPETROLEUM CORPORATION, a
corporation, cn beha.r of said corporation.

3

Notary Publie
My Commission Expires:
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STATE DI

COUNTY OF

The forcegoing Instrument was acknowledged vefore me this

, 1964, by

ﬁ
?

day of

My Commission Expires:

\ .
STATE OF\ ¢ </ s

of SKELuLY OfLL COMPANY, a
cerporation, orn behalfl of sald corvporation.

COUNTY OF Ko A .t <.

Notary Public

y

3

( The foregoing instrument was acknowledged before me this,/j/thday of

C‘L% 3 1961“\; by

yica Prezideny

Ee B, MILIER,

T
UR:.

’

My Commission Expires:

Cjcx/rLﬁ,/ /745
J— 7

of TIDEWATER O1L COMPANY,
corvoration, on behalf of said corporation.

C//)/Z&A’;{ z%@(ﬂ;{, /‘VJ

Notdry Public

i

a

r

Notary Fublic &

(EARY

g

R R

My Commizcion Cuples




nis agreemonl may be signoed
upon the parties and upon thely succo

ATTEST:

Assistant Secretary

ATTES

3

<
.

Secretary

ATTEST:

Secretary
STATE OF NIEW MEXICO b
COUNTY OF GCHAVES ¥

The foregoing instrument was acknowledged before me this

, 1964, by

countoerpart, and shall be binding
ssors ana assigos,

Gully Oll, CORPORATION

By
Attorney-in-Fact
AMERADA PETROLEUM CORPORATION
By

VA

ne” ,
EuisKELLY QI COMPANY
R h
R § o Al
/ s T ATTORNEY-IN-FACT

TIDEWATER C1L CCMPANY

By

day of

3
Attorney-in-Fact, for GULEF CLli, CORPORATIUON, a Fennsylvania corporaticn, on

behalf of said corporation.

My Commissicn Expires:

Notary Public

STATE OF 1
COUNTY OF 1
The foregoing instrument was acknowledged before me this day of
i s 196&, by s

corporation, oun

My Commission Expires:

of AMERADA FPETROLEUM CORPORATION, a

pehalf of said corporation.

Notary Public
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2
¥

; COuNTY OF  TULSA )
g The foregolng Iinstrument was ackﬁOWIGQQed pefore me this 6th day of
! May ’ J.” O"ROURKE _—

_196)4. b\r - Y
s > S, .
Attorney In Pact of SKELLY OIL COMPANY, a ~_DElaware —
: ~ corporation, on behalfl of said cocporation,

Wy ) v / -
HAZEL M. BRADY & Ll
Notdry Publi Tulse County Okishemg '6/“4/ {io/ta/{y/k/?ufb 1%&;&(7//
IR qﬁ%'gémm g N S é7 J

Ll

. -

-_i"y"é

‘ STATE CF )
\ COUNTY OF

)
The foregoing instrument vwas acknowledged before me this day of
» 1964, by s
L of TIDEWATER O1L COMPANY, a
corporation, on behalf of saig corporation,
: Notary Public
My Commission Expires;:

i




EXHIBIT a

Attached to and made & part of the Northwes?t Tatum State Univ
Operating Agreement dated May 1, 1964, petween Gulf Oil Corporalion,
as Operator, and Amerada petroleum Corporation, skelly 0il Companiy s
and Tidewater 0il Company, &5 Non-operators.

1.
(a) Lands committed to Unit Ared

T, 12 S., R. 35 E., N, M, P. M,

section 103 All

section 11 W/2

gection 1h4: NW L .

gection 15% N > and SW/4
containing 1,600 acres, more or less.

(v) Restrictions as to Depths

None

(¢) Drilling Unit for First Well

T. 12 So’ R. 3'7 ‘?J',_N'M.P.M.
section 107 N/l SE/U

o, Interests of parties (See section 30-0)

surface Lo Below
Taitially Ft. Ft.
gulf 0il Corporation L2,50% u6.25%
Amerada Petroleum corporabion 42,50pk 46,25%
Skelly 0il Company 10.00% 5,00% -
Tidewater Oil company 5,00% 2.5

3. Leasehold Interests COntributed to Contract

(a) Leases and lands contriouted bBY sulf 011 Corporation

gtate 01l and Gas T,ease No3. E-8i69 and 0G-1834 covering
the following landgs

T, 12 S., K. 35 E., NeMoPol, \ ,
Section 103 S/2 NE/b, ¥/2 SE/H. /2 NW/h,
w/z Su/h and W/l N/
Section 1l1 W /b
Section 1% SW/k
comprising £80 acres, mMOTe or less.

" (v) Leases and lands contriouted VY pAmerada Pefroleum Corporation

state 01l ard Gas Lease Noe, (3-4040-3, 0G-U4559-1, 0G-5233-1,
K-2u468-1 and K-2469-1 covering the following lands:
T; 12 S., R. 35 E-p 'NoMoP-Mo ‘
Section 10% N/2 NE/L, E/2 SE/L, E/2 SW/4 and
sl /b NW/L

gection 11t E/2 S/ 4

Section 1lh: NW/k

gection 1i5: NW /4
comprising 680 acres, more or less.

(c) Lease and lands contributed bY Skelly 01l Company

state 0il and Gas T.ease No. E~-8906 covering the following
lands:

T, 12 S., R, 35 E., N,M.P. M.
Section 15: NE/#
comprising 160 acres, more or less; one-half of
which shall be assigned pursuant to Sectlon 30-D,




(d) Lease ang lands contributed by Tidewater g13 Company
"
State 011 ang Gas Lease No. E-854q c¢overing the following
lands;

T. 12 S., R, 35 E., N,M, P, M,
Section 1]; W/2 sw/i
comprising 80 acres, more or less, one half of

which shall] be.assigned Pursuant o Section 30~D,
4, Addresses or Parties to whiech Notices shall be sent

Ameradg Petroleum Corponation

P. 0, Box <00

Tulsa, Oklahomg 743102

Gulf 011 Corporation
P. 0, Box 1938
Roswell, New Mexico 88201

Skelly 011l Company
P. 0. Box 1650
Tulsa, OCklahomg 74102

Tidewater 011 Company
+ 0. Box 1231 _
Midland, Texas 79704
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(JOINT OPERATIONS)
I, GENERAL PROVISIONS
1. fLons

Uoina Propoviy” shail mean the real and personal property subject to the agreement to which this “Accounting Pro-
codwre™ s allacned.

“Joint Oporations” shall mean all operations necessary or proper for the development, operation, protection and
mainicenance of the Joint Property.

“Ouerator” shall mcan the party designated to conduct the Joint Operations.

“Non-Opatitors” shall mean the nonoperating parties, whether one or more.

vJeint .Aum...t shall mean the account showing the charges and credits aceruing because of the Joint Operations
anG wrnich are 1o be shared by tae Parties.

CPartios” shall mean Operator and Non-Operators,

".\I\M..u. shall mean personal property, cquipment or supplies acquired or held for use on the Jeint Property.

> Material” shall mean material which at the time is so classified in the Material Classification Manual

2. Agreement
of a conflict between the provisions of this Accounting Procedure and the provisions of the :gree-
ment 10 whichh this Accounting Procedure is attached, the piovisions of the agreement shall control.
3. o Action by Non-Operators
agreement or other action of Non-Operators is expressly required under this Accounting Procedure
agreement to which this Accounting Procedure is attached contains no contrary provisions in regard
he agreement or action of a majority in interest of the Non-Operators shall be controlling con ail Non-
Ose
4. Siatementis and Dillings
OLC

rator shall bill Non-Operators on or before the last day of each month for their proportionate share of costs ana
1ses, for the preceding month.  Such bills will be accompanied by statements reflecting the total charges
a:;d credits as set forth under Subparagraph.... .. A ... _below:
A. Swatement in detail of all charges and credits to the Joint Account.
Statament of all charges and credits to the Joint Account, summarized by appropriate classifications indicative
he nawuve thereof.

alem .At of all charges and credits to the Joint Account summarized by appropriate classifications indicative

. of the nature thercof, except that items of Controllable Malterial and unusual charges and credits shall be detailed.

5. Zayment and Advances by Non-Operators

Eacn 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 {39%) per
annum untii paid.

6. Adjusiments
Pg.,.“u.t of any such bills shall not prejudice the right of any Non-Operators to protest or guestion the correctness
e vrovided however, all bills and statements rendered to Non-Operators by Operator during any czalendar

vear st 1 co :.clusxvely be presumed to be true anid correct after twenty-four (24) months following the end of any

I ~dar year, unless within the said twenty-four (24) month period a Non-Operator takes written excep-
1 : and makes claim on Operator for adjustment. No adjustrnent favorable to Operator shall be made
s is made within the same prescribed period. The provisions of this paragraph shall not prevent adjust-
mentis resulting from a physical inventory of the Joint Property as provided for in Section VIIL.

7. Audiis
A Noa-Operator, upon notice in writing to Operator and all other Non-Opecrators, shall have the right to audit
Grerziot™s accountis an 1 records relatling to the accounting hercunder for any calendar year within the twenty-four

IR

{24} month pericd foliowing the end of such calendar year; provided however, the making of an audit shall not ex-
tend ine tinwe for the taking of written exception to and the adjustment of accounts as provided for in Paragraph
finis S wuo I. Wncu thcre are two or more Non- Opcrators 'rhe Non- Operators shall makz. every re aso'\ab’e

ne Operator.

II. DIRECT CHARGES

Subjeet to limitations hercinafter prescribed, Opcrator shall charge the Joint Account with the following items:

1. and Royaltics
ciher rentals and royalties when such rentals and royalties are paid by Operator for the Juint Account
ries

0ies wnd wages of Operator’s employees directly engaged on the Joint Property in the conduct of the Joint
lons, and saluries or wages of technical employecs who are temporarily assigned to and directly

i on the Joint Prooerty.

Coerniors cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to ine
wees wnose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this Section II
grapii 1 of Section III; except that in the case of those employeces only a pro rata portion of whose
: wnd wages are chavgeable to the Joint Account under Paragraph 1 of Section 111, not more than the same’
o ;,o:mh. of the benefits and allowances herein provided for shall be charged to the Joint Account. Cost
“ihis Paragraph 2B may be charged on a “when and as paid basis” or by ‘percentage assessment” on the
Lo saluries and wages chargeable to the Joint Account under Paragraph 2A of this Scction il and Para-
ol Section ITL I percentage assessment is used, the rate shall be based on the Operator's cost experience.
Llures or cordributions made pursuant to assessmenls imposed by governmental authority whic
Ll O,,....;.o.‘) labor cost of sularies and wages chargeable to the Joint Account under Para:

7 » Scction I and Paragraph 1 of Scction IIL .
ol expenses of those employees whose salaries and wages are chargeable to the Joins Account
seapn 248 of this Scetion IT and for which expenses the employce; are reimbursed under Operatov's

Y
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3. iamployee Beaelils

Hodts cirreat cost ol established plans for employers' group life insurancee, hospitalizatinn, pecsdon, retire-

AL st0ck P eiase, bt bonus, and other benefit plans of a hike nature, applicabile to ();.Lmuu fubtl COrL pru-
vided however, tae teta of such charges shall not exceed ten percent (1097 ) of Opcrator’s labor cests chargeable
1o the Joint Account vnder Paragraphs 2A and 23 of this Section I and Paragraph 1 of Scction I

<. atevial

erial purchased or Gwrnished by Ogperator {or use on the Joint Pmpcrlv. So far as it is reusonubly practi-

ol and consistent with effivient and economical operation, only such Liaterial shall Lo purchased for or transferred

1o the Joint Property as may be required for immediate use: and the seeunulation of surplus siceks shall be avoided.

Wil

" L‘n.\"o tation of empleyees angd Material necessary for the Joint Oporaho 1s but subject to the following limitutions:

-

b2

A ateria! is moved to the Joint Propeity from the Operator's warchouse or other propertics, no charge shall
sade to the Joint Account for a distance greater than the distance from the rcarvest reliable supply store or
vathway receiving point where like malerial is available. except by sgreement with Non-Operators.
hed

B, If surplus Material is moved to Operator's warchouse or other storage point, no charge shail be made tn the
Toint Account for a distance grealer than the distance to the nearest reliable supply store or railway receivin
roint, except by agrcement with Nen-Operators. No charge shall be made to Joint Account for moving Material

10 other preporties belonging to Opcerator. except 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.

<
N
€
"

vices

£.. The cost of contract services anad utilities procured from outside sources other than services covered by Para-
araph 8 of this Section It and Paragraph 2 of Section 1IL
B. Use and service of equipment and facilities furnished by Operator as provided in Paragraph 5§ of Section IV.
7. Damages and Losses {o Joint Property
Al costs or expenses necessary for the repair or replacement of Joint Property made necessery because of damages
or losses incurred by five, flood, storm, thefl 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 thereot
was been received by Operator.
S. Leyal Bxpense
All costs and expenses of handling, investicating and settling litigation or claims arising by reason of the Joint
Onerations or necessary 1o 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 litization or claims: provided. (a) no charge shall be made for the services of Operator’s legal staff or other reg-
ulavly employed personnel {such services being considered to te Administrative Overhead under Sectiorn III), ex-
opt by agreement with Non-Operators. and (b) no charge shall be made for the fees and expenses of outside at-
torneys unless the employment of such attorneys is agreed to by Operator and Non-Operators.
9. Thxes
All taxes of cvery kind and nature assessed or levied upon or in connection with the Joint Property, the operation
thercof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the Parties.
10. Insurance Premiums .
Premiums paid for insurance required to be carried on the Joint Property for the protection of the Parties.
il. Otlier Exvenditures '
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.
) 1. INDIRECT CHARGE
Operator may charge the Joint Account for indirect costs either by use of an a2llocation of district expense items plus a
fixed rate for administrative overhead, and olus the warchousing charges. all as provided for in Paragraphs 1. 2, and 3 of

this Section [iI OR by combining all three of said items under the fixed rate provided for in Paragraph 1 of this Section
111, 2s incicated next below:

—

GPERATOR SIIALL CH.—‘.‘;‘IGE THE JOINT ACCOUNT UNDIR THE TLR."IS oF:
K] Paragraphs 1, 2 and 3. (Adocanon of district expense plus fixed rate for administrative overhead plus
warehousing. )
[ Paragraph 4. (Combined fixed rate)
1. District Expense -

Operator shall charge the Joint Account with a pro rata portion of the salaries, wages and expenses of Operator’s
production supevrintendent and other employvees serving the Joint Property and other properties of the Operator in
the same operating area, whose time is not allocated directly to the properties, and a pro rata portion of the cost of
maintaining and operating a production office known as Operator's . . .. Hobbs Area . . . ...

office located at or near Hobbs, New Mexico . (or a comparable office if location changed). and neces~

sary sub-offices (if any). maintained for the convenience of the above-described office, and 21l necessary camps,

including housing facilities for emplovees if required. used in connecticn with the operations of the Joint Property

and other properties in the same operating area. The expense ¢f, less any revenue from, such facilities may, at the

option of Operator, include depreciation of investmient or a fair monthly rental in lisu of depreciation. Such

charges shall be apportioned to all properties served on sonre-equitable Dasis eensistent-witlr Operatoris-acepanting

rragiice. a well basis with each drilling well being the equivalent of ten (10) pro-

ducing wells. The status of wells for this well basis apportionment shali be the
same as set forth in Paragraph 5B of this Section 111,

2. Administrative Overhead

~ Operator shall charge administrative overhead to the Joint Account at the following rates, which charze shall be in
licu of the cost and expense of all offices of the Operator not covered by Paragraph 1 of this Section I, including
salaries. wages and expenses of pcrsonnel assigned to such offices. Such charges shall be in 23ditisn 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 Secticn II
VELL BASIS (RATE PER WELL PEZR JMMONTH)
PRODUCING WELL RATE
DRILLING 'WELL RATE iUdse Curecnt Prcducing Dopth)
{Uza Totel Deotn) .
“Yall Dopth Ecch Well First Five Next Five
All depths = = 3 »3V. U0 »0Y. UV »2U. UU

T¥e cost avd expense of services from outsxde sources in connection \\xtb matters of ta\"t'o'x trafiie, acc

matiers Lefore or invelving governmental agencies shall be considered as ineluded in the overhead rates provi

this Paragraph 2 of Section IIl. unless such cost and expense are agread upon between Operator an \on
a divect chavge 1o the Joint Account.

>
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3. Opcrator's Fully Owned Warehouse Operating and Maintenance Expense
(Describe fully the agreed procedure to be followed by the Operator.)
mone direct - included in Paragraph 1 of this section. . .

e Cobined - Finow-Ilates

wLor shall charge the Joint Account for the services covered by Paragraph 1, 2 and 3 of this Scey Iﬁ,’ff\;:
following Tix er well ruies:
WELL BASIS (RATE PER WELL FPER MONTH)

MNG WELL RATE
DRILLING WELL RATE P 3¢ Current Pioducing Depth)

(Use Total Depth) Al Wells
Well Depth Each Well 3 Next Five Over Ten

5. Application of Administrative Overhead or Combined Fixed Rates
The following limitations, instructions and charges shall apply in the application of the per well rates as provided
under either Paragraph 2 or Paragraph 4 of this Section 1II:

A. Charges for drilling wells shall begin on the date each well is spudded and terminate on the date the <rilling or
completion rig is released, whichever is later, except that no charge shail be made during the suspensiun of
drilling operations for fifteen (15) or more consecutive days.

B. The status of wells shall be as follows:

(1) Producing gas wells, injection wells for recovery operations, watler supply wells utinzed 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 effected. When such a well is plugged a charge shall be made
at the producing well rates.

(3) Wells being plugged back, drilled 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
body shall be included in the well schedule only in the event the allowable production is transferred to some
other well or wells on the Joint Property. In the eveni of a unit allowable, all wells capable of producing
witl be counted in determining the 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.

C. The well rates shall apply to 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 each year following the effective date of the agree-
ment to which this Accouniing Procedure is attached. The adjustment shall be computed by multiplying 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, Bureau of Labor Statistics. The adjusted rates shall be the rates currently
in use, plus or minus the computed adjustment.

6. For the construction of compressor plants, water stations, secondary recovery systems, salt water disposal facili-
ties, and other such projects, as distinguished from the more usual drilling and producing operations, Operator
in addition to the Admmlatratlve Overhead or Combined Fixed Rates provided for in Pararraph 2 and 4 of this
Section I, shall charge the Joint Account with an additional overhead charge as follows:

A. Total cost less than $25,000, no charge

B. Total cost more than $25,000 but less than $100,000, _3 <, of total cost.

C. Total cost of $100,000 or more,_2 ¢ of the first $100,000 plus _ L < 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 ireated separately and the cost of drilling wells shall be excluded.

7. The specific rates provided for in this Section IIT 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-
erly. At the Operator’s option, Non-Operator may supply Material or services for the Jjoint Property.
1. Purchases
Material purchased and service procured shall be charged at the price paid by Operator a‘ter deduction o all dis-
counts actually received.
2. Material furnished from Operator’s Warchouse or Other Properties
A. New Material (Condition “A’)
(1) Tubular goods, two 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. o. 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 {. 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 IV.
B. Used Material (Condition “B”’ and “C”)
(1) Material in sound and serviceable condition and suitable for reuse without reconditioning, shall be classifi.d
as Condition *“B” and priced at seventy-five per cent (75 ) 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 origina! function as good secondhand 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 (509 ) of current new price.
{3) Obsolete Material or Material which cannot be classified as Condition “B” or Condition “C” shall be priced
at a value commensurate with its use. Material no longer suitable for its originhal purpose but usable for




some other purpose, shall be priced on a basis comparable with that of items normally used for such other
purpose.
(4) Muterial involving crcction costs shall be charged at applicable percentage of the current knocked-down
price of new Material.
Premium Prices
Whencever Material is not readily obtainable at prices specified in Paragraphs 1 and 2 of this Scction IV hecause of
national emergencies, strikes or other unusual causcs 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 moving it to the Joint Plopcrly providod that notice in writing is
furnished to Non-Operators of the proposed charvge prior o billing Non-Operatovs for such dMaterial. Fuch Non-
Opcrator shall have the right, by so electing and notifying Operator within 10 days after rcceiving notice from
Operator, to furnish in kind all or part of his share of such Material suitable for use and acceptable to Opcerator.
Warranty of Material Furnished by QOperator
Opcrater does not warrant the Materia: 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. Opecerator shall charge the Joint Account for use of equipment and facilities at rates comimensurate with cost of
ownership and operation. Such rates shall include cost of maintenance, repairs, other operating expense, in-
surance, taxes, depreciation and interest on investment not to exceed six per cent (697) per annum, provided
sueh rates shall not exceed those currently prevailing in the immediate area within which the Joitt Property is
located. Rates for automotive equipment 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 exceed those currently prevailing if
performed by outside service laboratories, Rales 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

The Operator may ptrchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus Condi-
tion “A” or “B” Material. The disposition of surplus Controllable Material, not purchased by Operater, shall be subject
to agreement between Operator and Non-Operators, provided Ogerator shall dispose of normal accumulations of junk

and
1.

sn

The

scrap Malerial either by transfer or sale from the Joint Property.

Material Purchased by the Operator or Non-Opcrators

Material purchased by either the Operator or Nen-Operators shall be credited by the Operator to the Joint Account
for thie 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 theraupon 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 Qutsiders

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 Ope.ator 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
News Material (Condition “A”’), being new Material procured for the Joint Preperty but never used, at one hundred
per cent (10095 ) 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-five per cent (75% ) of current new price if Material was charged to Joint Account as new, or
B. At sixtly-five per cent (65%) of current new price if Material was originally charged to the Joint Account as
sccondhand at seventy-five percent (75%) of new price.
Other Used Material
Used Material (Condition “C”), at fifty per cent (50%) of current new price, being used Material which:
A. Is not in sound and serviceable condition but suitable for reuse after reconditioning, or
B. Is serviceable for original function but not suitable for reconditioning.
Bad-Order Maicrial
Material (Condition “D’), no longer suitable for its original purpose without excessive repaxr 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
Wher. the use of Material is temporary and its service to the Joint Property does not justify the reduction in price as
provided for in Paragraph 3 B of this Section VI, such Material shall be priced on a b351s that will leave a net charge
to the Joint Account consistent with the value of the service rendered.

VII. INVENTORIES

Operator shall maintain detailed records of Material generally considered controllable by the Industry.
Periodie Inventories, Notice and Representation
At reasonable intervals, inventories 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) days belore any inventory is to begin so that Non-Operators may be vepre-
sented when any inventory is taken. Failure of Non-Operators to be represented at an inventory shall bind Non-
Opcrators to accept the inventory taken by Operator, who shall in that event furnish Non-Operators with a copy
thereof.
2cconciliation and Adjustment of Inventories
2econciliation of inventory with charges to the Joint Account shall be made, and a list of overages and shortages
shall ke jointly determined by Operator and Non-Operators. Inventory adjustments shall be made by Operator

with' the Joint Account for overages and shortages, but Operator shall be held accountabie to Non-Operator only
ror shortages due to iack of reasonable dlllgence
Spcecial Inventories
Special inventories may be taken whenever there is any sale or change of interest in the Joint Pronert) It shall be
ine duty of the party sollmg to notify all other Parties as quickly as possible after the t.ansfer of interest akes

3

:'ace. In such cases, both the seller and the purchaser shall be governed by such inventory.
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EXHIBIT "g»

NORTHWEST TATUM STATE UNIT
LEA COUNTY, NEY MEXICO

SERIAL NO.

TRACT NO. OF AND BASIC ROVALTY _
_NO, DESCRIPTION OF LAND  Ackis LEASE DATE & PERCENTAGE LESSEE OF REGORD
—— —=CRIPTION OF IAND  Ackis
1 S/2 NE/4, N/2 \a/4, '
SE/& NW/h, w/2 su/a, »

W/2 SE/4 Section 10;

and NW/4 Section 11- E-8469

128-35E 520 9-21-54 1/8 Gulf 0il Corporation
2 W/2 sw/4 Section 11- E-8549

125-35¢ 80 10-19- 54 1/8 © Tidewater 0jil Company
3 NE/4 Section 15- E- 8906

125-35E : 160 3-15-55 1/8 Skelly 0il Company
4 SW/4 Secrion 15- 0G-1834

125-35g 160 1-21-58 1/8 Gulf 0il Corporation
5 E/2 SE/4, E/2 sw/4,
- SW/4 NW/4 Section 10;

and E/2 sW/4 Section OG- 4040-1

li-125-35E 280 7-15-58 1/8 Amerada Petroleunm Corporation
6 S/2 NW/4 Section 5- 0G-4559-1 _

125-35k &0 9-16-58 - 1/8 Amerada Petroleum Corporatic
7 N/2 NE/4 Section 10- 0G-5223-1 4

125-35E 80 - 3-17-59 1/8 Amerada Petroleum Corporat i,
8 NW/4 Section 14- . K-2468-1 -

125-35F, 180 5-15-62 1/8 Amerada Petroleum Corporatijor
9 N/2 NW/4 Section 13- K-2469-1 _

125-35E 80 5-15-62 1/8 Amerada Perroleum Corporatio

TOTAL ACRES .1,600

Cj,f;7ﬁ;’<;— /\i;iﬂ R
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