NOTICE OF PUBLICATION
STATE OF NEW MEXICO

OlL CONSERVATION COMMISSION
SANTA FE - NEW MEXICO

The State of New Mexico by its Oil Conservation Commission hereby gives

notice pursuant to law and the Rules and Regulations of said Commission
promulgated thereunder of the following public hearings to be held at 9 ofclock

a, m, on Cctober 15, 1953, at Mabry Hall, State Capitol, Santa Fe, New Mexico.

STATE OF NEW MEXICO TO:

All named parties and persons
baving any right, title, interest
or claim in the following cases,
and notice to the public.

(Note: All land descriptions herein refer to the New Mexico Principal Meridian,
whether or not so stated,)

CASE 595:

In the matter of the application of El Paso Natural Gas Company for
compulsory unitization ¢f the E/2 of Section 32, Township 31 North, Rge, 10
West, San Juan County, New Mexico; or, in the alternative, for approval of
an unorthodox drilling unit of 240 acres, more or less, in the E/2 of said
Section 32, Township 31 North, Range 10 West,

CASE 596:

In the matter of the application of El Paso Natural Gas Company for
compulsory unitization of the E/2 of Section 32, Township 30 North, Range 8
West, San Juan County, New Mexico; or, in the alternative, for approval of an
unorthodox drilling unit of 280 acres, more or less, in the E/2 of said Section
32, Township 30 North, Range 8 West,

GIVEN under the seal of the New Mexico Ofl Conservation Commission
at Santa Fe, New Mexico, this 28th day of September, 1953,

STATE OF NEW MEXICO
Ol1L CONSERVATION COMMISSION

R, R, Spurrier,

Secretary
SEAL
Mr. A. S, Hopkins 3
P. O. Box 257 -
Cambridge 39, Mass. f

The above notice represents proper legal advertisement as made in
New Mexico publications in counties concerned as required by Rules
and R-egula.'c,:i.ons.



In reply refer to:
Unit Division

January 16, 1957

£1 Paso Natural Gas Company
P. Q. Box 14932
£1 Paso, Texss

Ret Sunray State No. 1 Vell
Communitization,
s/l NE/!p of Sec, 32=-31N=10V
Ratification and Joinder

Attentlon: Mr. Joe ¥, Cherry
Area Landman
Lease Department

Gentliamen:

We are returning to you two approved
copies of the gbove designated Instrument and
are forwarding one approved copy to the
New Mexico 011 Conservation Commission for
their files,

Very trmily yours,

MURRAY E. MORGAN
Commissioner of Public Lands

Mk MVR /m

encs €«

ccr OCC=Santa Fe
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RATIFICATION AND JOINDER OF COMMUNITIZATION AGREEMENT

Sunray State #1

WHEREAS under date of September 1, 1953, El1 Paso Natural Gas Company
et al, entered into a Communitization Agreement and Operating Agreement covering
the development of the Mesaverde formation for dry gas and associated liquid
hydrocarbons in and under the following described tract of land in San Juan County,
New Mexico, to-wit:

Township 31 North, Range 10 West, N.M.P.,M.
Section 32: E/2
Containing 320.00 acres, more or less; and

WHEREAS the:above mentioned Communitization Agreement was approved by
the Commissioner of Public Lands of the State of New Mexico on October 16, 1953;
and

WHEREAS Charles E. Osgood, Jr., is the owner and holder of State of New
Mexico Oil and Gas Lease Number 0G-171 issued under date of September 18, 1956, to
Claud E. Aikman as lessee, described as follows, to-wit:

Township 31 North, Range 10 West, N.M.P.M.
Section 32: SE/4 NE/4
Containing 40.00 acres, more or less; and

WHEREAS the said Charles E. Osgood, Jr., desires to ratify, confirm,
adopt and join said Communitization Agreement and Operating Agreement and subject
his leasehold rights to the terms thereof;

NOW THEREFORE, Charles E. Osgood, Jr., does hereby ratify, adopt, confirm
and join in said Communitization Agreement and Operating Agreement and does hereby
subject his leasehold interest in State 0il and Gas Lease 0G-171 to all the terms
and conditions of said Communitization Agreement and Operating Agreement, in the

same manner and with the same results as if he had originally executed said Agree-

ments.

th day of Laecenber , 1956

e

Charles E. Osgood, Jr/

'_J
1
ot

EXECUTED this




Office of Commissioner of Public Lands

Santa Fe, New Mexico

I hereby certifgbzhat
in my office on the

the foregoing Ratification and Joinder was filed

to and approved by me on this

day of 195 and consented
/6% 7’ 195 ’7

STATE OF TEL.Z
COUNTY OF FOTTZR

On this 1llth

day of
appeared Charles E. Osgood, Jr.,

Tty

Commissioner ?ﬁjPﬁblic Lands

Do eoter

, 195 £ , before me
to me known to be the person described in and who

executed the foregoing instrument, and acknowledged to me he executed the same as

his free act and deed.

IN WITNESS WHEREOF, I

have hereunto set my hand and affixed my official

seal the day and year in this certificate first above written.

My Commission expires:

. yd
%%W
Notary Public, County of

Po%ter

State of

aXal
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OILL. CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE, NEW MEXICO

December 21, 1953

El Pasv Natural Gas Company
Attentton: Mr. Ben Howell, Attorney
Bassett Tower

EL PASO TEXAS

Centleomens RE: OCC Case 595

We enclose signed copy of Urder K-396 entered by the Commis-
sion on December 17, 1953, in the above case.

Very truly yours,

‘We Be M}
Chief Enginesr
WBMar

e8t Mr. A. S. Hopkins
F. 0. Box 257
Cambridge, Mass.

Mr. has. ¥W. Shaffer .
410 West Palmer Strest
Olendale, California
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OIL. CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE, NEW MEXICO

January 21, 1955

Greenbrier 011 Company
327 South Adans
FORT WORTH, TEXAS

Gentlemen:

As you reguested, we are sending you basic information and
material in three fairly representative cases brought bhefore
this Commission on the issus of compulsory communitization.
The material includes the following:

Case 5656: Applicationg
tranecript of August 20, 1953, hearing;

copy of Order E-357.

case t Application;
transcript of Octeber 15, 1953, hearing;
copy of Order [-396.

Cege t Applicationg

transeript of Qctober 15, 1953, hearing;

copy of Order R-398.
I will greatly appreciate your returning thie when you have com-
pleted your study, a= these documents are from our permanent files,

Very truly yours,

We Be MACEY
Secretary-Director
WBMsnr

Encl.



El EPaso, Hewas

May 4, 1955

Mr. W. B. Macy

0il Conservation Commission
of the State of New Mexico
Capitol Annex Building
Santa Fe, New Mexico

Re: Sunray State #1
Case #595
Order # R-396

Dear Mr., Macy:

In accordance with Order # R-396 entered in the
above captioned case, please find enclosed a copy of the
Operating Agreement covering the above captioned well.
This Agreement has been executed by all parties except
A. S. Hopkins, whose interest was forcibly pooled as a
result of the order above referred to.

Very truly yours,

LU

T. W. Bittick
Area Landman
Lease Department

TWB :pb
Encl.

NM 1123
NM 4029
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OPERATING AGREEMENT
Sunray State #1

THIS AGREEMENT, made and entered into this 1lst day of September, 1953, by and
between EL PASO NATURAL GAS COMPANY, a Delaware corporation, whose address is P, O, Box
1492, El Paso, Texas, hereinafter sometimes referred to as "Operator"”; BROOKHAVEN OIL
COMPANY, a corporation, whose address is First National Bank Building, Albuquerque, New
Mexico; EDWARD EVENSEN and wife, HARRIET EVENSEN, whose address is 739 Haight Street,
San Francisco 17, California; A, S. HOPKINS, whose address is P, 0. Box 257, Cambridge
29, Massachusetts; and CHARLES W. SHAFFER, whose address is 410 West Palmer Street,
Glendale, California, hereinafter sometimes referred to as "Non-Operators”™:

WITNESSETH:

WHEREAS, the parties hereto are the owners of certain 0il and Gas Leases, which
leases cover, among other lands, the following described land in San Juan County, New
Mexico, to wit:

Township 31 North, Range 10 West, N.M.P.M,
Section 32: E/2
containing 320.00 acres, more or less; and

WHEREAS, it is the desire of the parties hereto to enter into an Operating
Agreement covering the development and operation of the above described tract as here-
inafter set out:

NOW, THEREFORE, in consideration of the premises and of the mutual covenants
and agreements hereinafter contained to be kept and performed by the parties hereto,

sald parties do hereby agree as follows:

1. FORMATION OF THE UNIT

For the purposes hereof, it is agreed that the aforementioned leases, insofar
as they apply to the above described lands, are hereby poocled and communitized to form
a unit covering only the Mesaverde Formation in and under the land described above. It
being the intention of the parties hereto in forming said unit to pool and communitize
all leases which they may now own or which they may hereafter acquire covering any inter-
est in the communitized unit. Such unit is created by the Communitization Agreement bear-
ing the same date as this Operating Agreement, executed by the owners of mineral interests
in the land above described, with the exception of A. S. Hopkins, whose interest was pooled
by order of the Oil Conservation Commission of the State of New Mexico.

2. OPERATR

El Paso Natural Gas Company is hereby designated and shall act as Operator of
such unit in accordance with the terms and provisions of this Agreement. Operator shall
NM 647 NM 802 -1-

NM 378-A  NM 1128
KM 4029



have full and complete management of the development and operation of the said anit for
dry gas and associated liquid hydrocarbons producible from the Mesaverde Formation as
an entirety, but Operator agrees that no well shall be commenced upon the said unit,
except the well hereinafter provided for, without the consent of Non-Operators.

El Paso Natursl Gas Company may resign as Operator at any time by giving
notice to each Non-Operator in writing sixty (60) days in advance of the effective
date of such resignation and, in such event, the working interest owners of said unit
shall immediately select a successor. In the event El Paso Natural Gas COnpany-shall
sell or otherwise dispose of all its interest in said unit, the right of operation
herein conferred shall not run with the transfer or assignment of such interest or in-
ure to the benefit of E1 Paso Natural Gas Company's Assignee, but Non-Operators and El
Paso Natural Gas Company's Assignee shall immediately select a new Operator.

3. WELL

Operator shall commence or cause to be commenced drilling operations for the
Jjoint account of the parties hereto and shall thereafter drill said well to a depth
sufficient to test the Mesaverde Formation, unless salt. caprock, cavities, heaving
shale, abnormal water flow, or impenetrable subsfances are encountered in said well at
& lesser depth. The parties hereto may also mutually agree to discontinue drilling
operations at a lesser depth. Upon completion of ssid well, if it is a commercial well,
Operator shall notify Non-Operators of the date said well is tied-in to a gas gathering
system.

In the event a well capable of producing gas in paying quantities is shut-in,
Operator shall immediately notify Non-Operators thereof; except that Operator shall not
be required to notify the Non-QOperators if the well should be shut-down for limited
periods of time in order to balance production during peak load periods or for reasons
of making mechanical repairs. All production obtained from the unit area and all material
and equipment acquired hereunder for the joint account of the parties hereto shall be
owned by the parties hereto in the proportions hereinafter specified in Article 4 of
this Agreement.

4. COSTS AND EXPENSES

The entire costs and expenses involved in drilling, completing and operating
sald well, if said well is a commercial well, or in plugging and abandoning if said well
is a dry hole or non-commercial well, shall be borne by the parties hereto, as follows:
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El Paso Natural Gas Company- - - - = = = = = = =~ - = 56 .25%

Edward Evensen and wife- - -~ = = = = = = = = - = - - 12.50%
A. S. Hopking- - - = = = = = = - - - - - 12.50%
Charles W. Shaffer - - - = = = = = = = = = = = = ~ = 12.50%
*Brookhaven 0il Company - - - - - = = - = - = = - = ~ 6.25%

*As between El1 Paso Natural Gas Company and Brookhaven 0il
Company it is expressly agreed and understood that Brook-
haven's share of the costs shall be advance§ by El Paso
and reimbursed by Brookhaven 0il Company in accordance with
the terms and provisions of that certain Farmout Agreement
dated November 27, 1951, as supplemented, between El1 Paso
Natural Gas Company 2nd Brookhaven 0il Company. In the event
of a conflict between the terms of said Agreement and this Agree-
ment then the terms of said Farmout Agreement shall govern.
Unless Operator elects to require any Non-Operator to advance its share of the costs
and expenses, a8 hereinafter provided, Operator shall initially advance and pay all
costs and expenses for the drilling of the well provided for in Article 3 hereof, as
well as operation expenses of said unit, and shall charge each Non-Operator with its
pro rata part thereof on the basis of its proportionate interest in the unit as set
out above.

All such costs, expenses, credits and related matter, and the method of handl-
ing the accounting with respect thereto, shall be in accordance with the provisions of
the Accounting Procedure, attached hereto as Exhibit "A" and made a part hereof for all
purposes; provided, however, that the Operator shall not apportion any part of the sal-
aries and expenses of its District Superintendent, or other general district employees
or of the district office expenses to the joint account as provided in paragraph 11 of
Section II of said Exhibit "A", as attached hereto; and the monthly per well overhead
rates set forth under paragraph 12 of Section II of said Exhibit "A", as attached here-
to, shall be in lieu of any charges for any part of the compensation or salaries paid
to Operator's District Superintendent and to other general district employees and shall
be in lieu of any charges for district office expenses as well as Operator's division
office and principal business office expenses and of any charge for field office and
camp expenses, but shall not be in iieu of any charge for any part of the compensation,
salaries, and related expenses of any of Operator's field crew and direct supervision
of such crew directly engaged in the operation of Operator's wells in the area.

In the event of any conflict between the provisions contained in the body of
this Agreement, and those contained in said Exhibit "A", the provisions of this Agree-
ment shall govern to the extent of such conflict.

In the event that Operator elects to require any Non-Operator to advance its

proportionate share of the sbove mentioned costs and expenses, Operator shall submit an
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itemized estimate of such costs and expenses for the succeeding calendar month to such
Non-Operator, showing therein the proportionate part of the estimated costs and expenses
chargeable to such Non-Operator. Within fifteen (15) days after receipt of such estimate,
such Non-Operator shall pay to the Operator its proportionate share of the estimated costs
and expenses. If payment of the estimated costs and expenses is not made when due, the
unpaid balance thereof shall bear interest at the rate of six per cent (6%) per annum
from the due date until paid. Adjustments between estimated and actual costs and ex-
penses shall be made by Operator at the close of each calendar month and the account

of the respective parties adjusted accordingly.

The well to be drilled on the communitized unit shall be drilled on a com-
petitive contract basis at the usual rates prevailing in the field. However, Operator,
if it so desires, may employ its own tools and equipment; in such event the cost of
drilling shall include, but shall not be limited to, the following charges: (a) all
direct material and labor costs (b) a proportionate amount of applicable departmental
overheads and undistributed field costs (c) rental charge on company equipment employed;
all such charges to be determined in accordance with Operator's accounting practice, pro-
vided that, in no event shall the total of such charges exceed the prevailing rate in
the field, and such work shall be performed by Operator under the same terms and con-
ditions as shall be customary and usual in the field in contracts of independent con-
tractors who are doing work of a similar nature.

Operator shall make no single expenditure in excess of One Thousand Dollars
($1,000.00) without first obtaining the consent thereto of Non-Operator. The approval
of the drilling of the well provided for hereinabove, however, shall include all ex-
penditures for the drilling, completing, testing and equipping such well.

5. RENTALS

Each party hereto agrees to pay all rentals and/or shut-in royalty which may
become due under the lease or leases which such party 1is contributing to such unit here-
under, and Operator shall not have any obligation to pay any such rentals and/or shut-
in royalty except as to the lease contributed by Operator. Each party further agrees
to use its best efforts to keep and maintain in full force and effect the oil and gas
lease(s) contributed by such party to said unit.

6. INSURANCE

Operator shall at all times while conducting operations hereunder, carry and
require its contractors and their sub-cintractors to carry insurance to protect and
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save the parties hereto harmless, as follows:

A. Workmen's Compensation and Employer's Liability Insurance sufficient to comply
with the Workmen's Compensation Law for the State of New Mexico.

B. Comprehensive General Public Liability Insurance with limits of not less
than $50,000 per person and $100,000 per accident, and General Public Lia-
bility Property Damage with limits of not less than $50,000 per accident.

C. Automobile Public Liability Insurance including non-owned and hired automo-
bile endorsement with limits of not less than $50,000 per person and $100,000
per accident, and Automobile Property Damage Insurance with a limit of not
less than $50,000 per accident.

All costs and actual expenditures incurred and paid by Operator 1n'settlo—
ment of any or all losses, claims, damages and judgments which are not covered by such
insurance and other expenses, including legal services connected therewith, shall be
charged to the joint account. Provided that prior to settlement of any claims, damages,
occurences and/or Jjudgments which are not covered by the above insurance and which are
to be charged to the joint account, Operator shall have the concurrence of Non-Operators

before any settlement is made.

7. DISPOSAL OF PRODUCTION

Each of the parties hereto shall own and have the right, at its own expense
to take in kind or separately dispose of its proportionate part of all gas and associ-
ated liquid hydrocarbons produced and saved from the acreage covered hereby, exclusive
of the production which may be used by Operator in developing and continuing operations
on the said tract under the Communitization Agreement referred to in paragraph 1 above,
and of production unavoidably lost, provided that each of the parties hereto shall pay
or secure the payment of the royalty interests, overriding royalty interests, payments
out of production and other similar interests, if any, from its proportionate part of
said production. If at any time or times Non-Operator shall fail or refuse to take in
kind or separately dispose of its proportionate part of said production, Operator shall
have the right, revocable by Non-Operator at will, to sell such part of such production
at the same price which Operator received for its own portion of the production, or to
take such gas for its own use for resale; should gas be delivered by either party during
any period that such other party or parties have failed or refused to take or sell its
or their gas, then tne party receiving or taking delivery of the gas agrees to account
to the other party or parties for its or their proportionate part of the gas so delivered,
(1) if sold by the receiving party, at the market price at the wellhead for said gas, or
at the price received at wellhead by such party, whichever is greater or, (2) if taken
for its own use or transported for resale by the receiving ﬁarty, at the highest price

-5-



it is paying others in the area at the wellhead for gas of similar quality and pressure
or, (3) if no such purchases are being made by the receiving party, then at the market
price at the wellhead. Any sales by Operator of Non-QOperator's production shall be only
for such reasonable periods of time as are consistent with the minimum needs of the in-
dustry under the circumstances, but in no event shall any such sale be for a period in
excess of one (1) year.

8. DURATION OF AGREEMENT

This Agreement shall become effective as of the date hereof upon execution by
the parties hereto, notwithstanding the date of exescution, and shall remain in full force
and effect for a period of two (2) years and so long thereafter as dry gas and associated
liquid hydrocarbons are produced from any part of said communitized unit in paying quan-
tities, provided that prior to production in paying quantities from said communitized
unit and upon fulfillment of all the requirements of the 0il Conservation Commission of
the State of New Mexico, with respect to any dry hole or abandoned well, this Agreement
may be terminated at any time by the mutual agreement of all the parties hereto.

9. ROYALTY INTERESTS

It is agreed and understood that the burden of any royalty, overriding royalties,
payments out of production, carried working interests, net profit obligations or other
similar payments, shall be borne and paid by the party owning the lease to which such
interests apply.

10. TAXES

The Operator shall render, for ad valorem tax purposes, the entire leasehold
rights and interests covered by this Agreement and all physical property located there-
on or used in connection therewith, or such part thereof as may be subject to ad valorem
taxation under existing l;ws of the State of New Mexico, or which may be made subject to
taxation under future laws, and shall pay for the benefit of the joint account all such
ad valorem taxes at the time and in the manner required by law which may be assessed up-
on or sgainst all or any portion ofvsuch leasehold rights and interests and the physical
property located thereon or used in connection therewith. Operator shall bill each Non-
Operator for its proportionate share of such tax payments provided by the Accounting
Procedure attached hereto as Exhibit "A".

11. RELATION OF PARTIES

The rights, duties, obligations and liabilities of the parties hereto shall
be several and not joint or collective, it being the express purpose and intention of
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the parties hereto that their ownership in said unit shall be as tenants in common;
and nothing herein contained sghall ever be construed as creating a partnership of any
kind, joint venture, an association or trust or as imposing upon any one or more of
the parties hersto any partnership duty, obligation or liability. Each party hereto
shall be individually responsible only for his or its obligations, as set out in this
Agreenment.

12. ACCESS TO PREMISES, LOGS AND REPORTS

Operator shall keep accurate logs of the well drilléd on sald unit, which logs
shall be available at all reasonable times for inspection by any Non-Operator. Upon re-
quest by any Non-Operator, Operator shall furnish to such Non-Operator, a copy of said
logs, samples of cores and cutting of formations encountered, and electrical surveys
relative to the development and operation of said unit, together with any other infor-
mation which may be reasonably requested pertaining to such wgll. Each Non-Operator
shall have access to said unit and to all books and records pertaining to operations
hereunder for the purpose of inspection at all reasonable times.

13. SURRENDER, EXPIRATION, ABANDONMENT OR RELEASE OF LEASE

No lease or leases subject to this Agreement shall be surrendered, let to ex-
pire, abandoned or r;ieased, in whole or in part, unless the parties mutually consent
thereto in writing. In the event that less than all parties hereto should elect to
surrender, let expire, abandon or release all or any part of a lease or leases subject
to thisrAgreenent and the other party or parties do not consent or agree, the party so
electing shall notify the other party or parties not less than sixty (60) days in advance
of such surrender, expiration, abandonment or release, and, if requested so0 to do by the
party not so electing, immediately shall assign without warranty to the latter party all
of its rights, title and interest in and to sald lease or leases, the well or wells lo-
cated thereon, and the casing'and other physical equipment in or on said well or wells.
If the party or parties not so electing fail(s) to request assignment within such sixty
(60) day period, the parfy 80 electing shall have the right to surrender, let expire,
abandon or release said lease or leases, or any part thereof. In the event such assign-
ment is so requested, the party or parties to whom such assignment is made, upon the de-
livery thereof, shall pay to the assigning party the salvage value of its interest in
all the salvable casing and other physical equipment in or>on the unit. After the de-
livery of any such assignment, the party making the assignment shall be released from
and discharged of all the duties and obligations thereafter accruing or arising hereunder,
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in connection with the operation and development of the unit, with respect to the assigned
lease or leases.

14. LOSS OR FAILURE OF TITLE

In the event of the loss or failure of the title, in whole or in part, of any
party hereto, to any lease, the interest of such party in and to the production obtained
from the unit shall be reduced in proportion to such loss or failure of title as of the
date such loss or failure of title is finally dgtermined; provided that such revision of
ownership interest shall not be retroactive as to operating costs and expenses incurred
or as to revenues or production obtained prior to such date; and provided further, that
each party hereto whose title has been lost or has failed, as aforesaid, shall indemnify
and hold the other parties bereto harmless from and against any and all loss, cost, dam-
age and expense which may result from, or arise because of, the delivery to such party
of production obtained hereunder or the payment of proceeds derived from the sale of any
production, prior to the date loss or failure of title is finally determined.

15. ABANDONMENT OF WELL

No well on the unit which is capable of producing dry gas and associated liquid
hydrocarbons from the formation covered by this Agreement shall be abandoned without the
mutual consent of the parties hereto. If any of the parties desire to abandon such well,
such party or parties shall so notify the other party or parties in writing and the lat-
ter shall have ten (10) days after receipt of such notice in which to elect whether to
agree to such abandonment. If all parties hereto agree tc such abandonment, such well
shall be abandoned and plugged by the Operator at the expense of the joint account, and
as much as possible of the casing and other physical equipment in and on said well shall
be salvaged for the benefit of the joint account. If any party or parties do not agree
to said abandonment, such party or parties shall purchase the interest(s) of the party
or parties desiring to abandon said well in the physical equipment therein and thereon;
and, within twenty-five (25) days after receipt of notice by the party or parties not
electing to abandon, the party or parties desiring to abandon, shall execute and deliver
to the other party or parties an assignment, without warranty of title, of all of its or
their interest in said well and physical equipment, and in the working interest and gas
leasehold estate, insofar as it covers the formation covered by this Agreement in said
unit. In exchange for said assignment, the purchasing party or parties shall pay to the
agsigning party or parties the salvage value of the latter's interest in the salvable
casing and other physical equipment in and on said well, such value to be determined
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in accordance with the provisions of the Accounting Procedure attached hereto as Ex-
hibit "A".

16. LAWS AND REGULATIONS

This Agreement shall be subject to all valid and applicable State and Federal
laws, rules, regulations,and orders, and the operations conducted hereunder shall be
performed in accordance with said lawa, rules, regulations and orders. In the event
this Agreement or any provisions hereof, is, or the cperations contemplated hereby
are found to be inconsistent with or contrary to amny such law, rule, regulation or
order, the latter shall be deemed to control and this Agreement shall be regarded as
modified accordingly, and as so modified, shall continue in full force and effect.

17. FORCE MAJEURE

No party to this Agreement shall be liable to any other party for any delay
or default in performance under this Agreement due to any cause beyond its control and
without its fault or negligence, including but not restricted to acts of God or the
public enemy, acts or requests of the Pederal or State Government or of any Federal or
State officer purporting to act under duly constituted authority, floods, fires, wars,
storms, strikes, interruption of transportation, freight embargoes or failures, ex-
haustion or unavailability or delays in delivery of any material, equipment or service
necessary to the performance of any provisions hereof, or the loss of holes, blow-outs
or happening of any jnforeseen accident, misfortune or casualty whereby performance
hereunder is delﬁyed or prevented.

18. OPERATOR'S LIEN

Operator shall have an express contract lien, which is hereby granted, upon
the interest of each Non-Operator in said unit, in the gas or other minerals produced
from such unit and in the materials and equipment located thereon, to secure the pay-
ment by said Non-Operator of its proportionate part of the costs and expenses incurred
or paid by Operator hereunder, and interest, if any, accrued on such part. Such lien
may be enforced and foreclosed as any other contract lien. Moreover, Operator may to
the full extent of any indebtedness owed by it to any Non-Operator, offset such debt
against sums owing to Operator hereunder by such Non-Operator.

19. NOTICES

All notices, reports and other correspondence required or made necessary by
the terms of this Agreement shall be deemed to bhave been properly served and addressed

if sent by mail or telegram, as follows:



El Paso Natural Gas Company
Post Office Box 1492
E1 Paso, Texas

Mr. and Mrs. Edward Evensen
739 Haight Street
San Francisco 17, California

A. 8. Hopkins
Post Office Box 257
Cambridge 29, Massachusetts

Mr. Charles W. Shaffer
. 410 West Palmer Street
Glendale, Californis

Brockhaven Cil Company
Pirst National Bank Building
Albuquerque, New Mexico

20. HEIRS, SUCCESSORS AND ASSIGNS

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

IN WITNESS WHEREOF, the parties hereto have executed this Agreement in several
counterpart originals as of the day and year first above written.

ATTEST: ; EL PASO MA

ﬂ//l

Assistant Secretary

ATTEST: BROOKHAVEN OIL COMPANY
2 . By: ﬁ%/

Assistant Sgcretary President

Edward Evensen

oot s
y C&‘\,w»/; CE:,*—"?“:/'-—* e

Harriet Evensen

Vice President

A. S. Hopkins

Charles W. Shaffer
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STATE OF TEXAS )
)
COUNTY OF EL PASO )

On this =« . day of \:;k}:bhafﬁ , 1955, before me appeared H. F.

Steen, to me personally known, who, being by me duly sworn, did say that he is the Vice
President of EL PASO NATURAL GAS COMPANY, and that the seal affixed to the foregoing in-
strument is the corporate seal of said corporation, and that said instrument was signed
and sealed in behalf of said corporation by authority of its board of directors, and said
H. F. Steen acknowledged said instrument to be the free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal
the day and year in this certificate first above written.

—
My commission expires: (2@ v Tl 2 &\?
Notary Public, County of El Riso, State of
WARTHA B, IVEY, Texas

Notary Public, in and for El Paso Couaty Taysd

My commission expires June 1, t9&s
. 8

STATE OF NEW MEXICO

COUNTY OF BERNALILLO

h, / , 1955, before me appeared

, to me personally known, who, being by me duly sworn,
did say thnt he is the Pr 1dent of BROOKHAVEN OIL COMPANY, and that the seal affixed to
the foregoing instrument is the corporate seal of said corporation, and that said instrument
was signed and sealed b alf of id corporation by authority of its board of directors,
and said & 52; acknowledged said instrument to be the free
act and deed of said corporation.

IN WITNESS WHEREOF, 1 have hereunto set my hand and affixed my official seal the
day and year in this certificate first above written.

My commission expires: 7
. Notary/fublic, County o}%ﬁernalillo, State of
Z;;;44114£425L4;Z§;ZL_ New México

STATE OF CALIFORNIA )
2 R
COUNTY OFd o 7 cecen ey’

On this /3 “ day of bt A , 1955, before me appeared Edward
Evensen and wife, Harriet Evensen, A0 me known to be the persons described in and who ex-
ecuted the foregoing instrument, and acknowledged to me they executed the same as their
free act and deed.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official sgeal the
day and year in this certificate first above wr en.

My commission expires: \}2\ ,z.,,\,ﬁhq( £5.3/>o1<i§¢\,
Not"y Public’ County Of (‘LW L S I B (
1?)@» ’foé/ State of California
7
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STATE OF MASSACHUSETTS )
)
COUNTY OF )
On this day of » 1955, before me appeared

A. S. Hopkins, to me known to be the person described in and who executed the forego-
ing instrument, and acknowledged to me he executed the same as his free act and deed.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official
seal the day and year in this certificate first above written.

My commisgion expires:

Notary Public, County of
State of Massachusetts

STATE OF CALIFORNIA )
)
COURTY OF )

on this_ 24 2 day of '7//4,,_% , 1955, before me appeared

Charles W. Shaffer, a single man, to mé known to be the person described in and who
executed the foregoing instrument, and acknowledged to me he executed the same as
his free act and deed.

IN WITNESS WHEREOF, 1 have hereunto set my hand and affixed my official
seal the day and year in this certificate first abog; written.

My commission expires:
Notary Public, unty of

Comsssion Expires Oct, 28, 1957
My Comsission Bxpires Oc : State of California

-12-~



Material Purchased by Operator
Material purchased by Operator shall be credited to the joint account and included in the monthly statement
of operations for the month in which the material is removed from the joint property.

Material Purchased by Non-Operator

Material purchased by Non-Operator shall be invoiced by Operator and paid for by Non-Operator to Operator
immediately following receipt of invoice. The Operator shall pass credit to the jeint account and include the
same in the monthly statement of operations.

Division in Kind

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

Sales to Outsiders

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

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

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

New Material
New material (Condition “A”), being new material procured for the joint account but never used thereon, at
100% of current new price.

Good Used Material

Good used material (Condition “B’’), being used material in sound and serviceable condition, suitable for reuse

without reconditioning,

A. At 759 of current new price if material was charged to joint account as new, or

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

Other Used Material

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

A. After reconditioning will be further serviceable for original function as good secondhand material (Con-
dition “B”"), or

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

at 509% of current new price.

Bad-Order Material
Used material (Condition “D”), being material which cannot be classified as Condition “B” or Condition “C",
shall be priced at a value commensurate with its use.

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

Temporarily Used Material

When the use of material is of a temporary nature and its service to the joint account does not justify the re-
duction in price as provided in Paragraph 3B, above, such material shall be priced on a basis that will leave a
net charge to the joint account consistent with the value of the service rendered.

VI. INVENTORIES

Periodic Inventories
Periodic inventories shall be taken by Operator of the joint account material, which shall include all such
material as is ordinarily considered controllable by operators of oil and gas properties.

Notice
Notice of intention to take inventory shall be given by Operator at least ten days before any inventory is to
begin, so that Non-Operator may be represented when any inventory is taken,

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

Reconciliation of Inventory
Reconciliation of inventory with charges to the joint account shall be made by each party at interest, and a
list of overages and shortages shall be jointly determined by Operator and Non-Operator.

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

Special Inventories

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



RDSS-MARTIN CO. . .
MeafIRE 601 75 e Skianoma EXHIBIT “oA Model Form-PASO-1949-1

Attached to and made a part of OP€rating Agreement dated September
1, 1953, covering g_pe E/2 Section 32, Township 31 North, Range
10 West, N.M.P.M., San Juan County, New Mexico

ACCOUNTING PROCEDURE

(UNIT AND JOINT LEASE OPERATIONS)

I. GENERAL PROVISIONS

1. Definitions
The term “joint property” as herein used shall be construed to mean the subject area covered by the agreement
to which this “Accounting Procedure” is attached.
The term “Operator” as herein used shall be construed to mean the party designated to conduct the development
and operation of the leased premises for the joint account.
The term “Non-Operator” as herein used shall be construed to mean any one or more of the non-operating
parties.

2. Statements and Billings

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

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

costs and charges as set forth under Sub-Paragrap}L_.-,_,,,,,,,,,A, ... below:

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

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

C. Statements, as follows:
(1) Detailed statement of material ordinarily considered controllable by Operators of cil and gas properties;
(2) Statement of all other charges and credits to the joint account summarized by appropriate classifications

indicative of the nature thereof; and

(3) Statement of any other receipts and credits.

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

4. Audits

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

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

1. Rentals and Royalties
Delay or other rentals, when such rentals are paid by Operator for the joint account; royalties, when not paid
direct 1o royalty owners by the purchaser of the oil, gas, casinghead gas, or other products.

2. Labor, Transportation, and Services
Labor, transportation, and other services necessary for the development, maintenance, and operation of the joint
property. Labor shall include (A) Operator’s cost of vacation, sickness and disability benefits of employees, and
expenditures or contributions imposed or assessed by governmental authority applicable to such labor, and
(B) Operator’s current cost of established plans for employees’ group life insurance, hospitalization, pension,
retirement, stock purchase, thrift, bonus, and other benefit plans of like nature, applicable to Operator’s field
payroll; provided that the charges under Part (B) of this paragraph shall not exceed FREXHEXXERXNR¥XKof the
total of such labor charged to the joint account. ten and one-half per

3. Material cent (10 1/2%)

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

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



Legal Notice OCC Hearing | Publication:

Date: OCT 15 1953 SF
Farmington

CASE HT &

In the matter of the application of El Paso Matural Gas Company

for compulsory unitization of E/2 Section 32, lownship 31 North, Range 10

West, NMPM, San Juan County, New Mexico; or, in the alternative, for approval
o7 - (’,4 PR

of an unorthodox drilling unit of _ 2 4 <  acres,in the E/2 of said

Section 32, Township 31 North, Range 10 West.

ILLEGIBLE
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EL PASO NATURAL GAS COMPANY

REQUEST FOR MAIL REGISTRATION

Re:; /l 7/ |
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and return this memorandum after indicating the registration number.
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El Paso Natural Gas Company
REQUEST FOR MAIL REGISTRATION

Plecse register the atteched letter gddressed to:
lf) ;/,1’:" OMLFlLsA

, (LA «‘b‘ Py | S0
M 0 Ol LA VO e

and return this memorandum ofter indicating the registration number.

ITER MAIL No. | FV)
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Jwe 9, 1953

ko‘cSom
Post Office Box 257

Cambridge 39, Massachusetts

In Ret State of New Mexico Lease No, B~10735-§
E/2 of Sectiom 32, Township 31 North
Range 10 West, NeMoPoMe

Dear Mr, Hopkins:

On May 25th we wrote you in regard t
have

and we are now enclosing a copy of such letter.

We would appreciate hearing from you in regard to
this matter,

Very truly yours,

Samel Smith
Lease Department

SStha
Encl,

Air Mail - Special Delivery
Registered - Retwrn Receipt
Requested -~ Deliver to Addressee
Only - Show Addron vhere
Delivered




Mxy 25, 1953
State of New Mexico Leass Ne, B-1073%-8
E/2 of Sectimm 32, Tomship X1 Nerth,

Mre A, Ss w
Pest Office Bex 257
cambridge 39, ‘assachusetts
In Ret
m 10 m, N.M.P.}L

H 2 M&m
W%WM m: mmm ,_mMm
il ital
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g il
i ww : ik
itn finib i
sy ceptiie i
sty ittt

3.9 3 7%
ik

tnm mmmmw 343

Very truly yours,
Samme] Smith
Lease Department

We trust that we my receive an early reply frem you in regard

to this matter,
Adr liil - Special Delivery

5S:ha



June 9, 1953

‘e Charles W, Shaffer
410 Vest Palmer
Glendale, California

Re: State of New llexico Lease No. B-10567
E/2 of Section 32, Township 31 North,
Range 10 West, NelaPoils

Jear ‘. Shaffer:

On lay 7th we wrote you in regard to the above
acreage. In view of the fact that we have not heard from
you we thought perhaps such letter may have gone astray,
and we are now enclosing a copy of such letter.

We would appreciate hearing from you in regard to
this matter.

Very truly yours,

Sarmel Smith
Lease Department

SS:ha
EDCIQ

Air '@ail - Special Delivery
Registered - Return Receipt
Requested ~ Deliver to Addressee
Only - Show Address where Delivered.



My 22, 1953

Mr. Charles W, Shaffer
410 West Palmer
Glendale, California

In Re:; State of New lexico Lease No. B-10567
E/2 of Section 32, Township 31 North
Range 10 West, NollePdlle

Dear Mr., Shaffer:

On May 7th we wrote you in regard to the above
acreage. Ve are enclosing a copy of our letter of llay
7th, wvhich, perhaps imadvertently, never was delivered
to you.

We would appreciate hearing from you in regard
to this matter.

Very truly yours,

o Ll

@ oo T
Samel Smith
Lease Department

SS:ha

Encl.

Registered - Deliver to
#ddressee Only - Show
Address Vhere Delivered

Air Mail - Special Delivery




ey 7, 1953
E/2 of Sectiem 32, Township 31 North,

Mr. Mh' Ve Shffu'

410 Vest Palmer

Clendale, California

In Re: State of New Mexico Lease No. 3-10567
Range 10 West, NolisPole

In order

State of New lMexico, it
acres be dedicated to each

U567,
a Mesa Verde gas well

Lease No.

said Sectiom 32,

e

are the owner of the Nw/4 SE/4

e

The total

tely $80,000 and your proportionate part would

loeltcdinthisuaareestintedtchavea
from production would be had

{11ling of this well and would

the
be willing to join with us in the drilling

ionate part of the cost.
Newever, the well would have to be in produc-

%m

L“J
mamum

oooThenu-

timnmdmbofmwremm

to pay the initital cost of the well,

not to jain with us in the drilling of
your lease from you. We make you
acre, such offer being subject to you furnishing

showing good title vested in you.
We trust that we may receive an early reply from you in regard

to this mtter.

Samel Smith
Lease Department

Very truly yowrs,

o,

SS:ha




El Paso Nsatursi i.s Comoany
P, v, Box 1«92

£l Paso, Texas

July I, 1952

Mr, A, S, Hopkins
Post Office Box 257
Cenbridge 20, Massschusette

Re: Stzte of New Mexico Lease B.1N735.5
SE/4VE[4 Sec, Z2-31N10W

Jear “r, Hopkins}

e do not belleve that you have been offered 3500,000 for the
above 40 acre lease,

I came all the way to Cambridge to see you concerning this
matter and to make you a fair offer, You are not listed in the tele-
phone directory, nor do you let peonle know where you live., Howevaer,
I found your unlisted apartment at 89 Rice 3treet but you were either
not home or else would not answer repeated ringing and knocking,

Je have the balance of the acreage in the /2 of section 22,
As you are no doubt well aware the Staute of New Mexico will permit you
to drill only one gas well to the Mesaverde formstion., Ihe =rea is
nroven for Mesaverde gas by offset wells and we would like to get you
to cooperate in any manner to the end that we may drill a gas well in
the E/2 of Section 32 and thereby both benefit from vroduction on both
of our leages, In order to be entirely fsir in this matter we will
sive vou the choice of the following offers:

1, Sell us your lease at $50,00 an acre and retain for
yourself a 5+ overriding royslty.

2, 4Agree with us in writing to pool your <0 acre tract
with our 280 acre tract (being the balance of the
T/2 of said Section 32). e will even agree to carry
you or in other words to »ay all of the well drilling
costs and to recover our drilling costs from gas when
and if nroduced from the well, %e eatimate the well
to cost $80,000 2nd the well to pay out in approxi-
mately 2 yenrs, Thereafter you would receive l/Bth
nf the value of the gas nroduced from thie well,

As our lease i3 exniring we must drill a well in the NE/4 of
this Section whether you join «ith us or not. If vou do not :oin we



Mr, A, S, Hopkins e July 3, 1903

will have to go to the State of New Mexico to request a 280 acre spacing
for our well instesd of the normal 320 acre specing, In that event you

will probably never be able to have a well drilled for gas on your lease
as you do not have sufficient acreage.

Plesse advise us within 30 days of your desires in this matter
as we -lan to go thead without you and get a 280 acre spacing 1f we do
not he:r from you in this matter,

I will etay at the lotel Commander the bulonce of the day in the
hones you w'll have the courtesy to czll eo that we can discuss the
matter,

Yours very truly,

E1 Paso Natural Gae Company

B R i,
7 ;;X\ - (Uﬂixvvkik~(/r~

®, L, Hemblin
Lezge Department



i

ay 7, 1953

Mr, Charles V. Shaffer
410 Vest Palmer
Clendale, California

In Re: State of New lMexico lease No. 3-10567
E/2 of Section 32, Township 31 YNorth,
Rl!‘e 10 ’a’est, Kofi.P.lf.

Dear Mr, Shaffer:

Our records reflect that you are the owner of the NW/4 SL/4
of the above Section under State of lew liexico lease ‘o, B~1l567.
El Paso Natural Gas Company would like to drill a liesa Verde gas well
which would have dedicated to it the E/2 of said Section 32. In arder
to comply with the spacing requirement of the State of New ilexico, it
is necessary that three hundred and twenty acres be dedicated to each

We are anxious to commence the drilling of this well and would
like to know if you would be willing to join with us in the drilling
of this well and pay your proportionate part of the cost. The total
cost would be approximately $80,000 and your proportionate part would
be $10,000. The wells located in this area are estimated to have a
long life productivity. However, the well would have to be in produc-
tion several years before enough revenue from production would be had
to pay the initital cost of the well,

If you would prefer not to jain with us in the drilling of
this well we would like to purchase your lease from you. We make you
an offer of $540.00 per acre, such offer being subject to you furnishing
us both State and County abstracts showing good title vested in you.

We trust that we may receive an early reply from you in regard
to this matter.

Very truly yours,

.

Saruel Smith
Lease Jepartment

SS:ha
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Deax Mr. Smith:

'3 will sign them snd return them to you by registered alr

" "Pleace excuse the deley 1n snswering

. RGPt N LRy 3R

atich

- Belbos, Oalif,
Aug. 5, 1068

. Jaeo Vatursl Ses Coa
p s Bamuel LY
Iaase Dep't,

10t Pleeor Bassett Tower
X1 PMaso, Texas

-

+

Confirming our telephone conversstion this morning sccepte

1pg your offer of fifty dollare per acre on my forty aore
jeese with 4 five percent royslty, :

Enalosed find o1l end _gae leases snd receipta of payments
and letters., When I reqeive the necessary papers from you,

mil.

ur letters for Y
have been cut of the ciete for some time.

Thenking you,

Youre truly,
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TENTH FLOOR BASSETT TOWER

({'Z CC])LISU, CC,T(‘.\"(IS

August 11, 1953

Mr. Harum Dow
Hervey, Dow & Hinkle
Attorneys at Law
Roswell, New Mexico

In Re: Lease B-10567

Dear Mr, Dow:

In accordance with a request of Mr. Roy Gronsky, who was rep-
resenting Mr, Charles W. Shaffer, please find enclosed herewith the
following papers:

1. Rental Receipt on Lease B-10567

2. Acknowledgment and Official Receipt No. A
37333 from State Land Office, Santa Fe,
New Mexico

- 3+ Letter from H., R. Rodgers, Commissioner of
Public Lands, dated September 13, 1943,

4, vii and vas Lease dated August 20, 1943, by
and between the State of New Mexico, and
Charles W, Shaffer, 410 ¥W. Palmer Avenue,
Glendale, Califormia.

You will notice that the enclosed papers reflect that the cap-
tioned lease is due to expire August 20th, We know of no way in which
this lease can be extended although Mr. Shaffer and Mr., Gromsky feel
that due to the fact that they have kept this lease in good standing i
they should be entitled to an extension. They would like for you to '
advise them as to their rights under the present leass.

'ﬁ:‘ Ce

If we can be of any help in this matter, pl«se do not hent&te
to contact us. .

Very truly ya‘i:frs, =

ol ,'Zf I
Samuel Smith

Lease Department

SS:ha
_ms.
éc~-Mr, Charles W. Shaffer
410 West Palmer
Glendale, California -
(Air Bﬁl«&pedd Belivery)

f, 'M&tgﬁm&m. mkymdmiefﬁwlu
‘Mexico Military Institute,




State Lease, bearing Serial Number £-2724-2, formerly a part of New Mexico State
Lease E-2724, insofar as the same covers the gas operating rights down to and including
the base of the Mesa Verde formation, executed in favor of Manuel A, Sanchez, as Lessee,
under date of June 10, 1949, by the State of New Mexico, as Lessor, embracing among
other lands, the following described land in San Juan County, New Mexico:
Township 31 North, Range 10 West, N.M.P.M,
Section 323 NE/4 >E/4
containing 40,00 acres; more or less; and
WHEREAS, El Paso is the present owner and holder of that certain New Mexico
State Lease, bearing Serial Number B-10735-29, formerly a part of New Mexico State
Lease B-10735, insofar as the same covers the gas operating rights down to and in-
cluding the base of the Mesa Verde formation, executed in favor of Harry S. Wright,
as Lessee, under date of October 20, 1943, by the State of New Mexico, as Lessor,
embracing among other lands, the following described land in San Juan County, New
Mexico:
Township 31 North, Range 10 West, N.M.P.M.
Section 323 SE/4 SE/4
containing 40.00 acres, more or less; and
WHEREAS, by a Contract with El Paso dated January 18, 1952, Delhi 0il Cor-
poration retained and reserved all of the o0il operating rights, the gas operating
rights below the base of the Mesa Verde formation, and certain gas overriding royalties
in the last two above described tractsi and
WHEREAS; Brookhaven 0il Company as to an undivided one-half (%) interest, and
El rYaso as to an undivided one-half ({) interest, are the present owners and holders
of that certain New Mexico State Lease, bearing Serial Number B-11124-32, formerly a
part of New Mexico State Lease B-11124; executed in favor of Harry S, Wright, as
Lessee, under date of March 21, 1944, by the State of New Mexico, as Lessor, embracing
among other lands, the following described land in San Juan County, New Mexicos
Township 31 North, Range 10 West, NoMo.P.M.
Section 325 SW/4 SE/4
containing 40,00 acres; more or less; and
WHEREAS, by an Operating Agreement dated November 27, 1951, as supplemented
by that certain Operating Agreement dated January 2, 1952, which agreements have been
filed with the Commissioner of Public Lands of the State of New Mexico, Brookhaven

0il Company assigned an undivided one-half () interest, transferred the operating

rights and designated E1l Paso as Operator of the above described tract:; and

-



WHEREAS, Edward Evensen is the present owner and holder of that certain
New Mexico State Lease, bearing Serial Number E-499-5, formerly a part of New Mexico
State Lease E-499, executed in favor of Harry S. Wright, as Lessee, under date of
August 13, 1945, by the sState of New Mexico, as Lessor, embracing among other lands
the following described land in San Juan County, New Mexico:
Township 31 North, Range 10 West, N.M.P.M.
Section 32: SW/4 NE/4
containing 40,00 acres, more or less; and
WHEREAS, A, S. Hopkins is the present owner and holder of that certain New
Mexico State Lease bearing Serial Number B-10735-5 executed by the State of New Mexico
a8 Lessor under date of October 20, 1943, and embracing among other lands the following
described land in San Juan County, New Mexicos
Township 31 North, Range 10 West, No.M.P.M.
Section 32: SE/4 NE/4
containing 40.00 acres, more or less; and
WHEREAS, the State of New Mexico is the present owner and holder of the
mineral estate in and under the following described land in San Juan County, New
Mexico:
Township 31 North, Range 10 West, N.M.P.M,
Section 323 NW/4 SE/4
containing 40,00 acres, more or less; and
WHEREAS, the last above described tract is not subject to any outstanding
0il and Gas Lease; and
WHEREAS, in order to expedite the execution of this Agreement, all of the
overriding royalty owners on each of the above described tracts are ratifying this
Agreement; and
WHEREAS, under the applicable rules and regulations of the 0il Conservation
Commission of the State of New Mexico, it is necessary to form a tract or drilling
unit consisting of three hundred and twenty (320) acres for the drilling of a Mesa
Verde well; and
WHEREAS, Article 8-1138 of the New Mexico Statutes (Laws 1943, ch. 88, sec.
1, pagé 146) provides that for the purpose of more properly conserving the oil and gas
resources of the State of New Mexico, the Commissioner of Public Lands may consent to
and approve the development or operation of State Lands under Agreements made by
Lessees of State Lands, jointly or severally, with other Lessees of State Lands; and
WHEREAS, the parties hereto desire to communitize and pool all the above de-

scribed oil and gas leases, insofar as the above leases cover the above land, in order

—-3-



to form one tract or drilling unit for the production of dry gas and liquid hydro-
carbons extracted therefrom, from the Mesa Verde formation, as follows:

Township 31 North, Range 10 West, No.M<PeM.

Section 32¢ /2

containing 320.00 acres, more or less; and

WHEREAS, in order to be consistent with existing rules and regulations
covering well spacing and production allowables, the parties hereto desire to operate
the entire communitized tract for the purpose and intention of developing dry gas and
liquid hydrocarbons extracted therefrom, from the Mesa Verde formation, as an entirety
in accordance with the terms and provisions of this Agreement;

NOwW, THEREFORE, in consideration of the premises and mutual advantages of-
fered by this Agreement, it is mutually covenanted and agreed by and between the parties
hereto as follows:

1. The lands subject to this Agreement shall be developed and operated for
dry gas and liquid hydrocarbons extracted therefrom producible from the Mesa Verde for-
mation as an entirety with the understanding and agreement that the dry gas and liquid
hydrocarbons extracted therefrom so produced from the above-described communitized
tract of three hundred and twenty (320) acres, shall be allocated among the leaseholds
comprising said acreage in the proportion that the acreage interest of each leasehold
bears to the entire acreage interest committed hereto. The royalties payable for dry
gas and liquid hydrocarbons extracted therefrom so allocated to the lands comprising
the leaseholds and the rentals provided for therein shall be determined and paid on
the basis respectively prescribed in the individual leases.

2+ El Paso shall be the unit operator of said communitized tract and all
matters of operation, adjustments between the working interest owners, and payments
of royalties, overriding royalties and rentals shall be governed by the provisions of
the Unit Operating Agreement executed by the working interest owners contemporaneously
with the execution of this Agreement. There shall be no obligation on El Paso to
offset any dry gas well or wells on separate component tracts, into which said com-
munitized unit is now or may hereafter be divided, nor shall El Paso be required to
separately measure said dry gas and liquid hydrocarbons extracted therefrom by reason
of the diverse interests in the dry gas in and under said tract, but El Paso shall
not be released from its obligation to protect said communitized unit from drainage
by a dry gas well or wells which may be drilled offsetting said tract.

—4-



3. Except as herein modified and changed, said oil and gas leases here-
inabove described shall remain in full force and effect as originally made and issued.
It is further agreed that the commencement, completion, continued operation or pro-
duction of a well or wells for dry gas and liquid hydrocarbons extracted therefrom on
the commumitized tract from the Mesa Verde formation as an entirety shall be construed
and considered as the commencement, completion, continued operation or production as
to each lease committed hereto.

4, All production of dry gas and disposal thereof shall be in conformity
with allocations, allotments and quotas made and fixed by any duly authorized person
or regulatory body under applicable Federal or State Statutes. The provisions of this
Agreement shall be subject to all applicable Federal or State Statutes or executive
orders, rules and regulations which affect performance of any of the provisions of
this Agreement and El Paso shall not suffer a forfeiture or be liable in damages
for failure to comply with any of the provisions of this Agreement if such compliance
is prevented by or if such failure results from compliances with any such law, rule
or regulation.

5« This Agreement shall be effective as of the date hereof upon execution
by the parties hereto notwithstanding the date of execution, and upon approval of the
Commissioner of Public Lands of the State of New Mexico, and shall remain in force
and effect for a period of two (2) years and so long thereafter as dry gas and liquid
hydrocarbons extracted therefrom are produced from any part of said communitized unit
in paying quantities, provided that prior to production in paying quantities from
said communitized unit and upon fulfillment of all requirements of the 0il Conservation
Commission of the State of New Mexico with respect to any dry hole or abandoned well,
this Agreement may be terminated at any time by the mutual agreement of the parties
hereto.

6e This Agreement shall be subject to the consent and approval of the Com-
missioner of Public Lands of the State of New Mexico.

7. This Agreement shall be binding upon the parties hereto and shall extend
and be binding upon their heirs, executors, administrators, successors and assigns.

8. This Agreement may be executed in one or more counterparts by any of the
parties hereto and all counterparts so executed shall be taken as a single Agreement
and shall have the same force and effect as if all parties had in fact executed but

a single instrument.



IN WITNESS WHEREOF, the parties have executed this Agreement on the day

and year first hereinabove written.

ATTEST:

22t

Assistant Secretary

EL PASO NATURAL GAS_COMPANY

/s . Vice President

ATTEST: SUNRAY OIL CORPORATION
By
Secretary Vice President
ATTEST: BROOKHAVEN OIL COMPANY
By s/é;f:;4L/7’C?Z67§:;9749’C>1{
Secretary esident
ATTEST: DELHI OIL CORPORATION
By
Secretary President

il Elaia it

Edward Evengén

V. /W e Eeme 7

Harriet 2. Evensen
R R E E E R R E R E R

A, S. Hopkins

OFFICE OF COMMISSIONER OF PUBLIC LANDS
Santa Fe, New Mexico

I HEREBY CERTIFY that the foregoing Communitization Agreement was filed in

my office on the | & _ day of Q- 3 AJD., 1953,

and CONSENTED TO and APPROVED by me on MM [ (g , AJD., 1953,

Commissioner of Puélic Lands

&R R R % O O O I 3 3 3 % % 3

STATE OF TEXAS )
)

COUNTY OF EL PASO

- )
On this g day of (ngé;“g“tiJ s 1953, before me appeared H.

Fo. Steen, to me personally known, who, being by me duly sworn, did say that he is the
Vice President of EL PASO NATURAL GAS COMPANY, and that the seal affixed to the fore-
going instrument is the corporate seal of said corporation, and that said instrument
was signed and sealed in behalf of said corporation by authority of its board of di-
rectors, and said He. Fo Steen acknowledged said instrument to be the free act and
deed of said corporation.

IN WITNESS WHEREQOF, I have hereunto set my hand and affixed my official
seal the day and year in this certificate first above written.

My commission expires:

—————Fieo _Richarden Notary Public, y of El Paso,
ichardsoh State of Texas
Py Toxay

fotary Public, Tn and for EY Paso County, )

N My commission gxpires June 1, 1955 _



STATE OF OKLAHOMA )

)
COUNTY OF TULSA j]
On this day of s 1953, before me appeared
s to me personally known, who, being by me
duly sworn, did say that he is the President of SUNRAY OXL CORPORATION, and

that the seal affixed to the foregoing instrument is the corporate seal of said cor-

poration, and that said instrument was signed and sealed in behalf of said corporation
by authority of its board of directors, and said
acknowledged said instrument to be the free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal
the day and year in this certificate first above written.

My commission expires:

Notary Public, County of Tulsa,
State of Oklahoma

STATE OF NEW MEXICO )
)
COUNTY OF BERNALILLO )

ﬁn this 'ézé day of s 1953, before me appeared
0SS, / Sc o7Z Jy , to me personally known, who, being by me

duly sworn, did say that he is the President of BROOKHAVEN OIL COMPANY, and
that the seal affixed to the foregoing instrument is the corporate seal of said cor-
poration, and that said instrument was signed and sealed in behalf of said corporation
by authority of its board of directors, and said

acknowledged said instrument to be the free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal
the day and year in this certificate first above written,

My commission expiress ]
</ "‘ & C gz /957 Notary %ublic, County of Be;;?alillo,
S

tate of New Mexico

STATE OF TEXAs )
)
COUNTY OF DALLAS )
On this day of s 1953, before me appeared
s to me personally known, who, being by me
duly sworn, did say that he is the President of DELHI OIL CORPORATION, and

that the seal affixed to the foregoing instrument is the corporate seal of said cor-

poration, and that said instrument was signed and sealed in behalf of said corporation
by authority of its board of directors, and said
acknowledged said instrument to be the free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal
the day and year in this certificate first above written.

My commission expires:

Notary Public, County of Dallas, State
of Texas




STATE OF CALYFORNIA )

J
COUNTY OF SAN FRANCISCO )

On this__ 7127 day of L(xifﬁ?fﬁbx/ , 1953, before me appeared Edward
Evensen and‘Ha;sﬁet—bw-huensen,_h;e—wife, to me known to be the personk described 1n.),
and who executed the foregoing instrument, and acknowledged to me tggg'éxecuted the
same as thcfzviree act and deed. 2>

o2

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal
the day and year in this certificate first above written.
My commission expiresst N N ) » ,
Ly ,_T,}’(ia,z’uh"' hA - ngs,.\/ 5
/"f/q,k /Q"HL Notary Public, County of San Francisco,
" 4 State of California

STATE OF MASSACHUSETTS )

J

COUNTY OF )
On this day of s 1953, before me appeared A, S

Hopkins, to me known to be the person described in and who executed the foregoing
instrument, and acknowledged to me he executed the same as his free act and deed.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official
seal the day and year in this certificate first above written.

My commission expires:

Notary Fublic, County of
State of Massachusetts

STATE OF CALIFORNIA
COUNTY OF CONTRA COSTA{ **

On this 9% “eptomber ’ Fifty Three

day of in the year one thousand nine hundred and

before me VERNON C. ROUNER, a Notary Public in and for said County and State, residing therein, duly

commissioned and swom personally appeared

dsrriet ¥, Zvenses

_ known to me to be the person  described in, whose name_._. ..;!.

subscribed to and who exscuted the wnhm instrument, and acknowledged that ﬁ.;
executed the same., ‘as h. e act and deed.

-IN WITNESS WHEREO;’ e fhereunto set my hand and gffj
cffice in said County, the day;cmd ear thls Certificatg-first gbg

xed my official seal at my

ton.

bt |
12 ,15 / S) V Notary Public in and for said County and\Seate

My Commission Expires

FURRER'S, RICHMOND




BEFORE THE OIL CONSERVATION COMMISSION OF THE
STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION
OF EL PASO NATURAL GAS COMPANY FOR
COMPULSORY COMMUNITIZATION OF THE

E/2 OF SECTION 32, TOWNSHIP 31 o
NORTH, RANGE 10 WEST, N, M. P. M., No. Q?é
SAN JUAN COUNTY, NEW MEXICO, OR,

IN THE ALTERNATIVE, FOR UNORTHODOX
SPACING:

TO THE HONORABLE COMMISSION:
Your Applicant, EL PASO NATURAL GAS COMPANY, represents

that it 1s a Delaware corporation, with a permlit to do business in

the State of New Mexico, and that it is the present owner and

holder of leasehold rights or gas operating rights to the base of

the Mesaverde Formatlion under the following described oil and

gas leases:

(a) New Mexico State Lease B-10735-32, dated October 20, 1943,
Harry S. Wright, Lessee, embracing, among other lands, the
following described land in San Juan County, New Mexico:
Township 31 North, Range 10 West, N. M. P. M., Section 32,
NW/4 NE/4, containing forty (40) acres, more or less;

(b) New Mexico State Lease B-10735-33, dated October 20, 1943,
Harry S. Wright, Lessee, embracing, among other lands, the
following described land in San Juan County, New Mexico:
Township 31 North, Range 10 West, N, M, P. M., Section 32,
NE/4 NE/4, containing forty (40) acres, more or less;

(c) New Mexico State Lease E-2724-2, dated June 10, 1949,
Manuel A, Sanchez, Lessee, embracing, among other lands, the
following described land in San Juan County, New Mexico:

Township 31 North, Range 10 West, N. M. P. M., Section 32,
NE/4 SE/4, containing %40 acres, more or less;

(d) New Mexico State Lease B-10735-29, dated October 20, 1943,
Harry S. Wright, Lessee, embracing, among other lands, the
following described land in San Juan County, New Mexico:
Township 31 North, Range 10 West, N. M. P. M., Section 32,
SE/4 SE/4, containing forty (40) acres, more or less.

Your Applicant represents that Brookhaven 0il Company,

a corporation, owns an undivided one-half (1/2) interest and your

applicant an undivided one-half (1/2) interest in New Mexico State

Lease B-11124-32, dated March 21, 1944, Lessee Harry S. Wright,

embracing, among other lands, the following described land in San

Juah County:

Township 31 North, Range 10 West, N, M. P, M., Section
32, SW/4 SE/4, containing forty 140) acres, more or

less.

Your Applicant further represents that Edward Evensen




is the present owner and holder of New Mexico State Lease E-499-5j

dated August 13, 1945, Harry S. Wright, Lessee, embracing, among

other lands, the following described land in San Juan County:
Township 31 North, Range 10 West, N, M, P. M., Section

32, SW/4 NE/4, containing forty (40) acres, more or
less. 5

Your Applicant represents that all the present owners |
and holders of the above described leasehold rights, aggregating :

240 acres, more or less, have agreed to communitize and pool,

and have executed appropriate communitization agreement to

communitize and pool the above described oil and gas leases 1nsof£r

as sald leases cover the above described land, in order to form

one tract or drilling unit for the production of dry gas and liquid

hydrocarbons extracted therefrom from the surface to the base of

the Mesaverde Formation. ‘

Your Applicant further represents that A. S. Hopkins, !

-

whose mail address is P. O, Box 257, Cambridge 39, Massachusetts,%
!
is the present owner and holder of State of New Mexico Lease ,

i
B-10735-5, insofar as 1t covers the SE/4 NE/4 of sald Section 32,

containing forty (40) acres, more or less,

Your Applicant further represents that Charles W, Shaf%er,

o ,.\‘?h_ )
whose address 1is 410 West Palmer Street, Glendale, California,
owned State of New Mexico Lease B-10567, insofar as it covered

the NW/4 SE/4 of said Section 32, and that your Applicant is |

informed and belleves that sald lease expired by its own terms on%
August 20, 1953, and that the State of New Mexico 1s the owner ofé
the 0il and gas rights in and to said NW/4 SE/4 of said Section 32.

Your Applicant represents that it made diligent effort
to enter agreement with A, S. Hopkins as to the leasehold interests

owned by him for communitization of his interests with the other

leasehold interests owned by your Applicant, by Brookhaven 0il !
Company, and by Edward Evensen, and that A, S. Hopkins has refuseé
to join in any communitization agreement, or to sell his 1easeholé
interest for the market value thereof.

Your Applicant represents that it made diligent efforts

to enter an agreement with Charles W, Shaffer for communitization




of the tract of land formerly owned by him, or in the alternative
to purchase from the sald Charles W, Shaffer his leasehold interest
insofar as it covers the NW/4 SE/4 of said Section 32, and that
your Applicant was unable to obtaln agreement of lease owner for
communitization or to complete purchase in time to begin drilling
operations prior to expliratlion of the lease,

Your Applicant represents that pursuant to the terms
and provisions of Order No. R-110, entered by this Commission, 320
acre spacing has been established for drilling gas wells to the
Mesaverde Formation, in San Juan County, New Mexico, and that your
Applicant has exercised due diligence, but has been unable to
obtain concurrence of owners of leases as to 80 acres lying withir
the E/2 of said Section 32. Your Applicant represents that the
E/2 of Section 32 contains 320 acres of land, and is a proper
spacing unit for drilling a Mesaverde well, and that your Applicant
and the other owners of oil and gas leasehold rights who desire
to communitize or pool the leases into a uniform spacing unit
will be deprived of their opportunity to recover their just and
equitable share of the natural gas in the gas pool lying under
the tracts of land covered by their leases unless this Commission
requires the owners of o1l and gas leasehold interests or mineral
rights who have not jolned in the communitization agreement to
communitize or pool their interests to form a proper spacing unit.

Your Applicant respectfully requests that an appropriate
order be entered by the Commission directing theowners of outstandfing
oil and gas leasehold rights or mineral interests in the SE/4
NE/4 and the NW/4 SE/4 of said Section 32 to communitize or
pool their interests, pursuant to the terms of a communitization
agreement which has been filed for approval with the Commissioner
of Pyblic Lands of the State of New Mexico.

In the alternative, your Applicant requests that if thip
Commission determine that it willl not order compulsory pooling of
the E/2 of Section 32, then, in that event, the Commission issue
an appropriate order designating the following tracts of land,
to-wit, N/2 NE/4, SW/4% NE/4, S/2 SE/4 and NE/4 SE/h of sald Sectioh 32

containing 240 acres, more or less, as an unorthodox spacing unit,




and permit your Applicant and the cooperating leasehold owners

to produce gas therefrom,

Respectfully submitted,

EL PASO NATURAL GAS COMPANY,
By:

ftorney




