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BEFORE THEZQiL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING

{ CALLED BY THE OIL CONSERVATION

COMMISSION OF NEW MEXICO FOR THE
PURPOSE OF CONSIDERING:

CASE NO. 464
ORDER NO. R-& & &

THE MATTER OF THE APPLIGATION oF
LOWRY et al OPERATING ACOOUNT
FOR APPROVAL OF THE PICTURED
CLIFFS UNIT NO. 1 UNIT AGREEMENT

EMBRACING 160 ACRES IN KIO ARRIBA

COUNTY, NEW MEXICO, WITHIN TWP.
26 NORTH,:RANGE 6 WEST, N.M,P.M,
CRDER OF THE COMMISSION
BY THE COMMISSION:
This cause came on foi hearing at 9 a. m., on January 15,.

1953, at Santa Fe, New Mexico, before the 01l Conservation
Gommission of New Mexioo, hereinafter referred to as the

- "Commission®,
" NOW, on tno,/zf day °gé§2 1953, the Commission,
a quorum being present hav onside ed said appl*cation and

the evidence introduced in support thereof, and being fully ad-
vised in the premises,

FINDS:
(1) That due public notice having been given as re-

- quired by law, the Commission has jurisdiction of this cause

and the subject matter thereof.

(2) That the proposed unit plan will in principle tend
to promote the conservation of oil and gas and the provention

of waste,

;g;;g,mﬂgggganz ORDERED:

SECTION 1. That this order shall be known as the
PIGTURED CLIFFS UNIT NO. 1 ORDER

SECTION 2. (a) That the project herein roferred to

shall be known as the Pictured Cliffs Unit No. 1 Unit Agree-
ment, and shall hereafter be roferred to as the "Project®,

(b) That the plan by which the Project
shall be operated shall be embracsd in the form of a unit
agrewiient for the development and operation of the Pictured
Cliffs Unit No. 1 area rseferred to in the Petitioner's pet-
ition and filed with said petition, and said plan shall be
known as the Three Plctured Cliffs Unit Agreement Plan,
said plan being the same agreement for the operation of
Plctured Cliffs Unit No. 1, Pictured Cliffs Unit No. 2, and
Pictured Cliffs Unit No. 3,
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SECTION 3. That the Three Pictured Cliffs Unit Agreo-
ment Plan shall be, and hereby ig, approved in principle as
a proper conservation measure; provided, however, that not-

"withstanding any of the provisions contained in said unit

agreement this approval shall not be considered as waiving -

or relinquishing in any manner any rights, duties or obli-
gations which are now, . or may hereafter, be vested in the ‘
New Mexico 0il COnservation Commission by law relative to the
supervision and control of operations for explorationm and dev-

~elopment of any lands: committed to said. Pictured Cliffs Unit

No. 1 agreement, or relative to the production of oil or gas.
therefrom. :

SECTION 4. (a) That the unit area shall be:
REW meico PRINCIPLE MERIDIAN

" Townshi 26 North, Range 6 West
Sec. 16, ﬁE}

Total unit area: 160 acres, more or less

(b) That the unit area as herein defined,
under terms of said unit agreement embraces the production
of oil, gas, natural gasoline and associated flulid hydro-
carbons insofar and ¢only insofar as development and pro-
ductinn from the Plctured Cliffs formation is concerned.

SECTION 5. That the unit operator shall file with the
Commission an executed original or executed sounterpart of
the Three Plctured Cliffs Unit Agreement withln 30 days after
the effective date thereof.

SECTION 6, That this order shall become ertéctive upor

‘approval of said unit agreement of the Commissioner of Public

Lands of the State of New Mexico, -and shall terminate ipso
facto upon the termination of ss»id unit agreement, The last
unit operator shall ilmmediately notify the Commissioner in
writing of such terminatiom, -

_DONE at Santa Fe, New Mexico, on the day and year here-
inabove desiguated.

STATE OF NEW'MEXIOO -
OTIL CONSERVATION COMMISSION

¥ pra bl

EDWIN L. MECHEM, Chairman

é.Z/?’m

WALKER, Member

R. R. SFU , Secretary
SEAL ' '
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BEFORE THE
OIL CONSERVATTION COMMISSION
SANTA FE, NEW MEXICO

TRANSCRIPT OF HEARING

IN CASES 46GH, 465, 466

Henrickson's Reporting Service
nooly ~ W47th Street
Los Alamos, New lexlico




BEFORE THE
OIL CONSERVATION COMMISSION
| SANTA FB, NEV MEXICO

JANUARY 16, 1953
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In the Matter of.

o : . The appliocation of Lowry Et Al Operating Account
‘ ' for an order approving a unit agreoment for the
development of the stipulated Pictured Oliffs
Cais No. 1 Area eabracing 160 asres of land, more
or less, in Mo Arribs Oounty, Yew Nexico, as
described: IMPH, Townghip 26 North, Range 6 Yut.
n/4. Section 1.
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BEFORK:

Hone B4 Mechem, Governor and Chairmen

Fone. 2. Re Spurrier, Ssoretary and Member
Eon. B, 8. Walker, Member




GRAHAM = Oase Noe 46%. |
SPURRIER - Would you 1ike %o comoli.dato thoge casesl
. KELLANAN = I wes just going to ask you toe '
SPURRIER - Os Ko »
..- R . m.unl ~ If the Comission phm. - Jason Kellahan = represeat~
ing the Imtr'y gt AL Operabing Account’ . 1 requast that the Commission con-
solidate Case 364, 366 and ~ = 1 meaR, m.mwmurmwso:
| of hearing. These are thres 160 sere units, all of which are wnder the
uin basic ualé agreoment and the sané operating agroeenent and the eviu:;nu |
in ﬁOI will be 1d.onticalo _
" . GPURBINR - Mey the Teooil shov that motlces have been 4uly resd
g ‘ forthoMi“Saal“G. |
| ’g - KELLAIAN - If the GCommission pleases this matter before the Commi s~
| olon gon the applicstion of im % Towry eod Todd Xo pottigrov, doing busi=
ness 88 I-om % Al Operating Ascovat for spproval of thres unit agred-
ments of 160 acres eache Theue units are siteated in Township 26 llorih.
-w ¢ Vest, in Suthu 2 m 16 All of the lands involved 1R thes
proposed units are owned by <be State of Nev Mexlce or they sre assigmed
to séveral lease owmerds ‘a1l of whom have conui tted their varicus interests
te the unit agresnsnt
There vas filed vith the application for sppronl of the unié, &
vpyofthopropouduithuhuhionax sy substan tially
n. that has heretoZors bePR AFITITES )34 th_g Oonniuion and by the Com-

aissioner of Pudlle Lan/.Se
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This propesed unit agreoment has already heen approved, as to form,
by the Commimsioner of Pudlic Lands - Mre Walker's predscessor.

Thers is at‘tachod'to the application as Exhibit A, a plat indicat-
ing the producing Plctured 0liffs gas wells whish have b«n colplotod in
Seetions 2 and 16, giving the geologiecal inforsation on this area. The -

'oporatin‘ agreement provides for the orderly and efficient development -

au ‘operation of tho unitised aress.

I would nho to . peint out that in the application in our hearing
here fod.-;. is for unitization only so far as chtu.rod Oliffe formatien
is comcerned. As our witness, I'd 1ike to call Esary 8. Birdeays and
hun hin swora.

ERIX £. BIRDEXYR
having been first duly sworn, testified as follaws:
By o m:

Qs ¥Would you state your nm. Please?

A. Nenry 5. Birdeeye. . |

Qe Do you hold a positien with the Lewry Oil Gompaxy, Mr. 3irds-

oye?
A Yer, Idos I'm the geologlst.
Q. Nave you had spacial trainiag or experience ia the field of
eology?

L I majored in geology at oollogo aad have been in chargo of thn
g%ological opsrations for Lowry Bt Al Operatiag Account for sixteen (16)

monthse

B T e T SR LN




ot e e as ot e rm o st 4w -

Qs Whers 4id you recsive your college training?

At Harvard University.

e

Did you graduate there?
A. Tes, siry I did. In 1950,
Qe What was your degree!?
A. Bashelor of Arts ant Geological Sciences. |
Q. Navs you worked ia the 0il business as & geologist aside from
the sixteel months you mentioned? ,;
A. Yes, I huve done geophysical work and 1614 geologieal work.
) Qe Ie the Commission satisfied with the witness' qualifications?
SPURRIER; We are. o
KELLARAN - Mr. Bird#eye, I hand you & plat which is marked as Rahic
bit A. Is that the plat which is attachid to the applicstion in tnis cass?

A It 1s. ya

Qs With refersace ts that plntg_if wuld yow discuss the mlogiéd.
information contained thereon &£id the ;svelep!ent in the area that is the
subjeat of this hurix_i‘? | ’ n ,

A+ fThis plat lhe\n a - the locations snd some pertinent pologhal
informatien regarding the Pictured Cliffs wells which have been coxpleted
on these tvo Btate sections in Townghip 46 North, 6 West. Wonld you like
to have me describe - = the primary point to be considered in these twe ‘
aoctﬁu and in the unitizasion of them is that ‘thsy ~ = the formation and
resevoir characteristics pertaining to any one well on thess asectisas alae
pertains to other locations im the sams secticn and twe losatiens in ade

joining sections.
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Qe Two of the so'welln that you have ment&on@-.‘i’ro on the part

of the land involved in these thres units, is that not sot
- A+ That is corrqctg B B
& Wnich two ave those?
A Our muber State 6-236 and State 6~233 in the north hslf of
Section 1'6.  B |
Qe Are thoge producing wells?
As They are. .
Qs Tuey are novw opsrating? -
A. They are now o pipe u:m .
Qe+ Now, Mr. Birdseys, in your ¢pianion, does the area covered by
these unitc form an efficient operating uni$ for the development of the
Picturad 011222 Soraationt ‘ - |

Ae TYes. The lecations are staked and drilled im sccordance with

the rules and regulations of the Oil Conservation Comnmdssion.

Qe They are 160 acre units under the ru.luefthocpciuroalﬁ

- tions of the Gommission? ‘

A, ™at s corrects |

Q. In your opinton, if these units are spproved, will the devel-
opment snd operation wader the terms of the unit agresment and the opers-
Hng agresnet be in ta best interest of conssrvation of oil and gas
and better uiiliszation of reservoir energy?!

ke In my opinion, that 1s true wqérding to the rules snd regu-
lations of the Oil Conservation Commission, as previouiy established.

Qe You mear by that the 160 acres spaced = = w

=B
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As Yeos, ’ch-.ﬂs true. :

Qe Under the operation proposed, will the State receive its fair
shars of the recoveradls oil antgﬁu!

Ac Yes, it kwul - in. my opinion.

Q- In yowr opinien, if tﬁno unit agreemonts are approved, are they
in the best interests of the Statet -

A. Yes, it is my opinion that thoy are. _

Q. Is it your opinion that the dud@nt and c;poration can be
carried on mre economically and sfficiently in the interest of conserva-
tion and the prevention of vaste under the terms of the unit agresment
than othéliul v

As Yesc In ordsr f:--Qll these Pictured 0liff wells in aceer~

dange with the rules szd regulations of the Oil Conservation Commisaion.

it 1s necessary to establish 160 acre drilling units.

Q. Are all of the lauds involved ia these units State lamd?
Ae  Yes, L | o
Qe Xave tho leaseholders of these leases committed their iaterests

to the unit agreement?

| Ao Yos, they l;q;gp.

Q. All of thent
Ae ALl of them. |
ZFLLANAN - I'd 1ike t have the reccri shew that the form of this

unit agreemeat Las been submitted to the Commigsioner of Public Lands and

the proper feds bave deen pail and the agraement has bdeén approved, as tc
form. That comnletes our dissertatlion.



VOIOE - Have they all consentsd to it?

mum All their signatures do appm on ths unit agreement ang
we hr.n an exhibit wich shows ths interest soet forth attached to the ap—-
plication. | "
: SI’URBI:I.R An;onn else have q,uesticnc o:t this witness? If not,
the witness may bve e:omod..
. ) (Witness excused)
SPUNRIER - Are there any other comments in this case? If not,

ve'll take tho case undsy adviunent -or thess cases under 'ad.uuunt.
and ozl for Case 467,
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APPOINTMENT OF OPERATORS

_ Whereéeas under the terms of that certain Operating
Agreement “dated March 15, 1951, between Todd M. Pettigrew
and Thomas W. Doswell, and Tim G. Lowry, as Operators, desig-
nated collectively as "Operator", and Charles F. Reuter & Co.,
Sylvester W. Muldowney, David G. Baird, Theodore S. Watson,
Philip Nash, William H. Colvin, Henry Scarborough and Eric
S. Morse, as Non-Operators, it is provided that. the Non-Oper-

"ators holding or owning sixty five per cent (65%) or more of

the leasehold estate covered by said Operating Agreement may
remove the Operator and designate a new Operator, and

" Whereas THOMAS W. DOSWELL died on August 20, 1951
and the Non-Operators wish to designate a new Operator, ‘and

Whereas the leasehold estate covered by said Operat-
ing Agreement is now owned or held by tiie following peraons
in the indicated propox tions

Charles ¥. Reuter & Co., 37/64ths

Sylvester W. Muldowney 6/64ths
David G. Baird - 4/64ths
Theodore £. Watson 4/64ths
Philip Nash T 4/64ths
William H. Colvin . 4/s4ths
Henry Scarborough : /64*hs
Eriec S. Morse 1/64th

Now thereforse, notice is hereby given pursuant to
Section 2 of said Operating Agreement of the appointment of
Todd M. Pettlgrew and Tim G. Lowry as "Operator" under said
agreement upon the following conditions:

(a) Operator Lowry shall have exclusive authority
and obligation with respect to keeping books
" of account, making calls upon the Non-Opera-
tors for- funds and receiving and disbursing
the same.

{b) Pettigrew shall be reimbursed by the joint
account for his necessary expenses (for
which he shall submit monthly statements)
but recelive nothing for his personal serv-
ices.

{ec) . Lowry shall be.reimbursed by the jolint account
for his nacessary expenses and rsasonable com-
pensation for his servlces, for which he shall
submit monthly statements.

() This instrument shall be effective when a
» . counterpart original of this instrument shall.
have been signed ard deposited with Tim G.
. Lowry by Non-Opsrators owning sixty five
per cent (65%) or more of said leasehold estate
and accepted by sald Pettligrew and Lowry.

{nsgitness Whereof, this instrument is executed as of August 21,
951. S




Charies T. Reutef % CO.

(SEAL)

Sylvester W, Muldowney

David G, Baird

TheodorelS} Watson

(SEAL)

Phillp Nash

CTWilIlam B, Colsim

_(sEavL)

Henry Sbarborqugh

Tric 3. Moras

w@ hereby accept the forsgoing appointment.

(SEAL)

. Todd M, Pettigrew

(SEAL)

(SEAL) |

(SEAL) |

(szaL)




OPERATING AGREEMENT

This Agreement entered into this (= 7A day of 1\g0.
1950, by and Letween TODD M. PETTIGREW and THOMAS W. DOSWELL,
718 First National Bank Bldg., D#llas, Texas and TIM G. LOWRY
£ Eckert, Peterson & Lemming, 135 So. LaSalle Street, Chicago
?5), Illinois (herein at times collectively referred to as
"Operater"), as parties of the first part and STANLEY J. TEPE,
% Park Motor Sales Company, 15000 Woodward Avenue, Detroit,
Michigan, DAVID G. BAIRD, 65 Broadway, New York 6, New York,

- WILLIAM H. COLVIN, JR., 405 Lexington Aveaue, New York 17,

New York, WILLIAM P. SNYDER, JR., Henry W. Oliver Bldg.,

Pittsburgh, Pernsylvania, HENRY SCARBOROUGH, First National

Bank Bldg., Chicago, Xllinois, L. K. SIDNEY, % M=-G-M Studio,
Culver City, California, MYRON S, FOX % M-G-M Studio, Culver
City, Califcernia, LOUIS B. MAYER,; Trustee for Suzanne Mayer,

% M-G-M Studio, Culver City, California, LORENA MAYER, % M-G-M
Studio, Culver 8ity, Californ‘a, DORE SCHARY, % M-G-M Studio,-
Culver City, California, BENJAMIN THAU, 4 M-G-M Studio, Culver
City, California, HOWARD STRICKLING, % M-G-M Studio, Culver City,

- California, WILLIAM GOETZ, % Universal-International Pictures,

Un@versal City, California,

(herein at times referred to collectively as "Non-Operators"
and geverally as "NOn-Opgrator"), as parties of the second part,

WITNESSETH

-— e e Ewe ems My smg S ame o

The p&itiés Of’tﬁe secbnd part heretofore have acquired

-undivided co-ownership interests, in the respective parcente

ages set forth below, in the total leasehold working interests
covered by the oil, gas and mineral lease(s) deseribed in the
schedule hereto attached, marked "Exhibit A" apd by this re-
ference made a -part hereof. The parties of the second part :
may hereafter acquire undivided co-ownership interests, inm |
said respective percentages, in the total leasehold working
interests covered by other o0il, gas and mineral leases; and
any such undivided co-ownershlip interests hereafter acquired
shall hereby be deemed included in the leasehold estate here-
in referred to with like effect as though the o0il, gas and
mineral leases to which they relate were described in said
"Exhibit A" hereto; and the present or any future Gperator

is hereby authorized and empowered, in the names and on be-
half of the parties of the second part, to execute such sup-
plement to this Agreement as may be necessary or appropriate
to confirm the inéliasion of such after-acquired interests im
the leasehold estate. The sum of suck co-ownershlp interests

‘is at times referred to herein as "the leasehold estate", and

the land(s) covered by said leases(s) as "the leased premises."

The aforementioned co-ownership interests now are indiv-

idually held and owned by the parties of the geccond part, as

follows:

Stanley J. Tepe - 3/8ths. David G. Baird - 1/8th
William H., Colvin- 1/16th, William P, Snyder, Jr. ~-1/168%
Henry Scarborough- 1/16th. L. K. Sidney ~ 1/32nd

Myron S. Fox - 1/32nd., Louis B, Mayer - 1/%2nd
Lorena Mayer - - 1/32nd, Dore Schary - 1/16th
Benjamin Thau - 1/32nd. Howard Strickling -l/sz?d

William Goetz - 1/16th




under.

Operators uwning or holding 65 psr cent, or more, of the lease~
"hold estate, or thelr nominee, such Operator may be removed,

' notice ‘of removal,

.~ G. Lowry are the 0=2c23U015 hisidunuaer:

- The partiesgs of the second part have agreed that their
respective co-ownership interests aforesald shall be subject
to this agreement, and that the leased pramiaas ~hald Lo Sxo
plored, daveloped, msincained and operated in accordance with
the provisicns hereof.

Now, therefore, in consideration of the premises and the
mutual agreements herein contained, the parties hereto have agreed
ag follows:

Section 1. Interests of the Parties The respective co-
ownership interests hereunder InHIvIdualIy held and owned by the
parties of the second nart are as aforesald. Subject to the
provisions of Section 13 hereof, such parties shall own the same
respective interests in the oil, gas and other minerals p;oduced
from the leased premisss, and shall bear and pay in like propor-
tions the costs, expenses and liabilities incurred in the ex-
ploration, de¢velopment, operation and mailntenance of said pre-
mises, which ars properly chargeable to the joint acccunt here-

Section 2. Operator: The Operator hereunder subject to
the terms and provstons of this agreement and the limitations:
herein stated, shall have exclusive charge and control of the ex-
ploration, development operation, maintenance and management of
the leased premises, and -of the joint account property and equip-
ment thereon and of all joint account wells thereon, Such Oper-
ator shall perform and carry on such duties in accordance with
good o0il and gas field practices, in the interest of NonyOpera-
tors, and as an ordinarily prudent operator, but shall have no
responsibility whatever to an-Operators for errors of judgment,
On notice ta any Operstor hereiindsr given ab ‘any time by Non-

and a new Operator appointed by the Non-Operators giving suoh
So long as Todd M. Péttigrew, Thomas W. Doswell and Tim

(a) Operatoss Pettigrew and Doswell shall hsave exclusive
authority ard obligatior as authorized hereunder with
respect to all fleid ogerations and Operator Lowry -
shall have no responsi ility with respect thereto,
provided, however, that Pettigrew and Dogwell shall
not oxecute any drilling or other contracts relating

~ to the leased premiges until the same have been app-
roved by Lowry.

(b) Operator Lowry shall have exclusive authorit ty and
obligation with respect to keeping books of account,
making calls upon the Non“Operators for funds and
recsiving and disbursing the same, provided, however,
that Lowry shall make no dishursements for invoices
for materials or services until the same have been
approved by either Pettigrsw or Doswsll,

(c) Pettigrew and Doswell shall be reimburged by the
“joint socount for his necessary expenses (for which
he shall submit monthly statements) but receive
nothing for his personal services,

(d) ZLowry shall be reimbursed by the joint account'for
his necessary expenses and reasonable compensation
for his services, for which he shall submit monthly
statements,
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© 'Section 3. Rentals and Roxalties Rentals and royaltlies,
which may become dus end payable under the lease(s) described
herein, and in respect of which provision for payment thereof
has not otherwise beeh made, shall be pald by Operator and
charged to the joint account, Operator shall exercise dili-
gence in respect of such payments when due, but shall not bve
liable to Non~-Qperators for unavoidable or unintentional fail-
ure in respect thereof,

'No Non-Operator shall be in any way released or relieved
from bearing such Non-operator's proportionate share of rentals
and royaltiesg except that should the other Non-Operators, or
any, of them, agres to pay such non-paying Non-Operator's said
share against assignment to the paying Non-Operator or Non- .
Opergtors of such non-paying Non-Operator's lnterest in the
leased premises then, on psyment by the paying Non-Operator or
Non-Operators of such non—paying Non~-Operator's said share, such
non-paying Non-Operator is hereby released of all obligation in
respect thereof, )

Section 4. Exgloratio and Development: When and as Non-
Operators owning 51 per ceat the leasshold estate shall not-
ify Operator in writing of the decision of such Non-Operators
to drill the initial test well 6n the leased premises, Opera-
tor shall undertake and carry out such operation for the joint
account and at the joint expense of all the Non-Operators.

_ Subject to the immediately preceding paragraph, no well
shall be drilled, nor shall any operations for deepening, re-
working or recompletving any well in the same or ‘a different
horizon bs undertaken, by the Operator or any Non-Operator on
the leassd premiﬂ>s at Jjoint expense or for the joirt account,
prior to or ‘afteér the discovery of oil or gas in paying quan—

tities on the leased premises, without the congent in writin

of all Non—Operators, except that Operator without consent may
drill for tha iatnt account any woll ol Llo leuseq ‘premises
required to offset or prevenft drainage (herein called ap "off-
set well") by any well located on a lease, which has g Qommon
boundary line or corner with the leased prenises, or any ob-
ligatory well which forms the consideration for the acquisition
of the leased premises.

' If any Non-Operator, prior to or after the difscovery of
oll or gas in paying quantities on the leased premises, de-
cides to conduct any drilling, reworking, or recompletion oper-~

ations, not otherwise hereinbefore provided for, such Non-

Operator shall give to all the other NOn-Operators written
notice of such decision, including the nature and proposed
location of the operation, the proposed depth of completion
or recompletion, and a detailed estimate of the cost thereof,
and shall furnish Operator with a copy of such notice.

- If all the other‘an-Operators, within 30 days after such
notlaee to them, elsct b6 participate in such operation, the
operations proposed shall be undertaken and carried out by

Operator for the joint account and at the joint expesnss of all

“the Nom-Operators. The failure of any Non-Operator to give a

notice pursuant to the succeeding paragraph hereof shall be
construed as an unconditional election to participate in the
operation.

Any Non-Operator, electing, by written notice vo Operator
within sald 30 day period, not to participate in such operation,
hereby agrees that the participating Non-Operators hereby be-~
come entitled to receive, and, if any action on the part of
such non-participating Non-Operator ig required in connection




therewlith, such non-participating Non-Operator will 40 and per-
form such acts and things as shall enable such participating
Non-Qperators to recelve, in respective proportions equivalent
to the respective proportions of the total ocosts, expenses and
liabilities borne and paeid by each of them in respect of such
operation, all production, and proceeds therefrom, accruing

to suck non-participating Non-Operator's interest in the pro-
duction from the well in respéct to whiech such non-participa-
tion-relates, until such participating Non-Operators shall
have recelved from such interest (i) production having a value

-currently as produced, or proceeds, equivalent in the aggregate

to three (3) times an amount equal "to the proportionate part of
all costs, ‘expenges and liabilities incurred in such operation

which would have been borne and psid by such non-participating

Non-Operator 1f such Non-Operator had participated therein,
and (ii) such non-participating Non-Operator's pro rata part
of the operating and maintenance cost and expenses of such
well during the period reguired to effect payment of the-
amount guch participating Non-Operators are entitled to re-
ceive under the above clauseé (i). If and whenever giich part-

lclipating Non—Operators shall have received such amounts due,
‘sueh well and all equlpmuuu thersin shall thersupon be and bhe-

come a joint account well and property, and such non-partici-

pating Non-Operator shall thereafter receive such Non-Operator's

interest in production and proceeds from such well and own suéh

"Non-Operator's interest in such equipment.

Operator, promptly on receipt thereof, shall furnish the
other Non-Operators with copies of any such non-participation
notice, and shall undertake and carry out the proposed opera-
tion when and as instructed so to do by the particlipating Non-
Operators, and charge their respective accounts proportionate-~
ly as directed,

' Section 5. Marketing of Production: Each Non-Operator
at any time and from time to time shall have the right, and
each on—Operator hereunder hereby reservos the right t¢ take

"and receive in kind such Non-Operator's aforesaid shars of the

0il, gas or other hydrocarbons in place or produced and saved
from the leased premises, or pe¥sonally to sell, or direct the
sale of, the same for such Non-Operator's benefit. At such
times as such Non-Operator does not either take such Non-
Operator's aforesald share of the oil, gas or other hydro-
carbons produced and saved from the leased premises in kind,

or perscnally sell, or direct the sale of, same, then Operator
1s hereby authorized” to sell, and shall sell the same, sub~
jeet to revocation of such authority at w1ll upon written
notice by such Non-Operator to Operator, to a financially re-
sponsible purchaser selscted by Operator on terms that are, in
the opinion of Operator, the most favorable that are obtain-
able, provided, however, that Operator shall make no contract
of gale in respect thereof which will extend for a period of
time longer than a reasonable period of time which is consist-
ent with the minimum needs of the industry under the circum-
stances but which in no event shall exceed on (1) year, Such
Non-Operator, upon request of Operator, shall execuie and

deliver any and all division orders necessary or appropriate
for the effectuation of such saleg by Opefator.

Any Non-Operator, electing to take such Non-Operator's
aforesaid share sf the oil, gas or other hydrocarbons produced
and saved from the leased premises in kind, shall furnish, at
the sole ‘expense of such Non-Operator, such facilities as may.
be necaessary to effect division and measurement of, and to re-
ceive, the same on or before the date fixed in such Non-Opera-
tor's notice to 0perator upon which delivery in kind is to be
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commenced, and shall bear all extra expense 1nourred by Opera-
tor in maxing such delivery.

The ‘foregoing right in any Non-Operator to take in kind
may not be exercised or enjoyed by suoh Non~Operator if and
when such Non-Operator 1s or becomes in default in respect
of any payments or amounts owned by such Non-Operator under
this agreemont, and when and while such default exists Opera-
tor may decline or cease making deliveries to or for the
acoount of such Non-Operator of such Non-Operator's aforesald
share of the production in question.

Should any N n-Operatcr, exercising such right to take in
kind, fail to furhish facilities, or not take delivery on the
date fixed in the above notice to Operator, then such notice
shall be void and of no effect.

Section 8. Conbtracts and Services: 'All wells drilied on
the leased premises for the joint account, includihg all facil-
jties and installations for storing, handling and transporting
production in connection with producing, saving and marketing
the same, skall be drilled or installed on a competitive con-
tract basis, or st prices and upon terms approved by Operatorx
and all of the Non-Operators., 1f any N n-Operator shall not
state in writing to Operator within (‘0? ten:days such Non-
Operator's disapproval of prices or terms stated to suéh Non-

LOperator by Operator for such operations or installation
-respectively, (when not on a competitive contrssot basls, ? it

shall be conclusively presumed vhat such Non-Opsrator approved
the same,

: It Operator undertakes *c psyform any guch work or serv-

¢es for the jcint account or furnishes any of Operator's
facilities in connection therewith Opsravor-shall perform such
work and services as a independent ocontractor and for a consid-
eration and upon the same terms generslly prevailing for like
work and services in the area, and shall furnish such facilit~
ies on the basis of their reasonable rental wvalue.

Section 7. Accounti Billl Pa ment'and»Advances:
Operator 'shall incur for and charge to the joint account of all
tiie Non-Operators interested in the leased premises, das author-
ized hereunder, all costs, expenses and liabilities incident
to drilling, besting, equipping, complating, abandoning and
salvaging material from, the joint acecount wells drilled on
the leagsed’premises, or ilncurred in conuectidn with reworking,
deepening or re-completing opérations, or in acquiring, erect-

ing and installing all property, structures, gathering lines,

tanks, treating, measuring and other facilities and equipment
necessary to .operate and maintain such wells and carry on sueh
operations and to produce, seve and market the production.there-

‘Trom by delivery to the purchaser in the field or from the

lease tanks whereever situated. Operator shall also chsrge

to such joint account all other costs, expenses and liabilities
authorized to be incurred hereunder in connection with the o
leased premises or the leasehold interests., (Sach eharges to
the joint account and matters relating to the accounting pro-
cedure between Cperator and Non-Operators shall be governed

by the provisions hersof and of the Accounting Procedure here-
0 attached, marked “Exhibit BY, and by this reference made a
part hereof; and, except as otherwlse provided herein, billing
by Operator and payment by Non-Operators shall also be governed

~ by the applicable provisions of said Exhibit B.)

Except with respect to costs, expenses and liabilities
authorized to be lncurred hereunder as provided in the fore-~
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going paragraph and in other sections hereof, Operator shall
not incur for or charge to the jolnt acdount costs, expenses

or liabilities in connection with any single project, or item
of capital investment, in excess of Five Thousand ($b,-00 00)
Dollars, without the written consent of each Non-Operator first
obtained., If, however, a project or investment is so approved,

- Operator may incur and charge to the joint account all costs,

expenses ahd liability incident to such project, investment
or operation without further approval being required.

Out of the collections from Non-Operators hereunder, Oper-
ator shall pay all costs, expenses and liabilities 1ncurred
for the joint account.,

‘ Operator may at any time and from time to time require
each Non-Operator to pay in advance such Non-Operator's pro-
portionate part of estimated expenditures hereunder for costs,
expenges and liabilities incurred in connection with operations

-on, and construction of facilities and acquisition of equip-

ment for or used in operating, the leased premises for the joint
account, by making written request for such advance nayment
(stating the date the expenditure is to be made, su,n request
to be made at least twenty (20) days prior to sucr stated ex-
penditure date.) Each Non-Operator hereby agrees to pay to
Operator the amount requested at least five (5) days before

the date the expenditure is to be made, and if such payment

is not so made the amount thereof, or any unpaid balance, shall
bear and such Non-Operator shall pay, interest at the rate of
six (6%) per cent per annum until paid. Adjustments between

estimates and actual expenditures shall be made by Operator and

the respective accounts shall be adjusted aecordingly monthly .

Section 8, Ianspection of Records and Operations: Each
Non-Qperator, and suoh‘Non—Operator‘s-representatives; shall
have the rignht at all reasonabls timess to inspect and audit
Operator's hooks, records and invoices pertaining to any mat-
ter of accounting or otherwise in respect of the lsaged pre-
mises or the joint account.

Bach Non~Operator, and such Non-Operator's representatives,
shall, at such Non-Operator's and their risk, be entitled to
access to the leased premises and all prope;ty held or used in
connection therewith, to the wells which are being drilled, re-
worked or produced thereon and to the logs and drilling, pro-
duction and other records pertaining thereto. Each non-Opera-~
tor shall also have the right %o receive, delivered to such
Non-Operator's representative at ths well samples of all
cores and cuttings of sufficient size to bo of laboratory
value, and copies of ali Schlumberger and other electrical
logs, and of reports on any and all tests run on any wells.

Section 9., Ingurance: Operator at all times during the
drilling and/or operatIon of the leased premises shill carry
and maintain in effect the following insurance applicable to
all operations conducted under this agreement, except to the
extent that, upon recommendation of the Operator all Non-
Operators shall approve the elimination or modification of
any such insurance:

1. Workmen's Compensatlon under the laws of the State
of . ,

2. Public Liabillty and Froperty Damags, with limits of
not less than $100,000/§200,000 and $100,000,

3. Automobile Liability Insurance, with limits of $100,000,

-




$200,000, and Automobile Property Damage Insurance,
with 1imit of $10,000, ,

4, Owner's Contingent or Prbtective'Liability; with
limits of not less than $2%,000/$50,000, -

5. Fire Insurance on the actual value of the installa-
tions and personal property subject to fire loss,

6. Windstorm, Tornado, etc,, with limits of the actual
value of the installations and personal property
subject to the joint account,

All other insurance purchased shall be subject-to the prior
approval of Non-Operators. Operator shall submit to a named
nominee of Non-Operators certificates of insurance in evidencs
of the above coverage. ©Such certificates shall specify that in
event of cancellation or material change in coverage, at least
ten (10) days' prior notice will be given said nominee of Non-

" Operators,

Secticn 10, Taxes: Unless otherwise arranged, each Nyn-
Operator shall render for taxation such Non-Operator's interest
in the lease(s) and pay such Non-Operator's own taxes, and
Operator shall have no responsibility with respect thereto.
Operator shall, however, pay and charge to the joint account
all production, severance, gathering and other like taxes,

Section 11, Lien: Operator shall have, and hereby is
expressly grapted, a lien upon the interests of each Non-Opera-
Lor in the Lsasa(z) heraof, and in the wells, equipment, pro-
duction, proceeds from production and other propertyfroiating
to or used in comnection with the operations on the leased
premises, to secure to Operator all sums which may become Gdue
and owning by such Non-Operator under ithig agresmsnt., -Such
lien may be enforced by Operator in the same manner as any
othey Mortgage lien, and such remedy, as well asg-any other
right and remedy of OUperator hereunder, shall be in addition
to. and not in limitation of, all other rights and remedies
which Operator may have or enjoy under the terms hereof or
otherwise, at law or in equity.

As further security for the sums which may become due and
owing hereunder to ‘Operator, egch Non-Operator hqreby transfers
and assigns to Operator such Non-Operator's interest in the oil,
gas and other hydro-carbons produced from the leased premises
and the proceeds accruing to such interest. oo

.. No purchaser or other?pérson, firm or corporation pur-
ochasing, storing, handling, fransporting or otherwise dealing
with the production from the leased premises shall be required
to take notice of, or imcur, any liabllity to Operator on
acoount of such lien or the assignment of production ani pro-
ceeds herein made, unnless and until Operator shall have given
notioce in writing to such purchaser or other person, firm or
oorporation asserting that a Non-Operator interested in the
leased premises has failed to pay the amounts dus by such Non-
Operator hereunder, Upon receipt of such notice, such pur-
chaser or other person, firm or corporatiosn shall be authorized
to pay over to Operator the proceeds due and payable on the
interest of the MNon-Operator named in such Notice in production
from the leased premises, without obligation to look to the
application thereof by such Operator, and the receipt of
Operator shall be full acquittance and discharge of the amounts
so paid,
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. Section 12, Surrender and Abvandonment of Leases and

i Wells: If any Non-Operator determines to surrender or abandon
© the lease(s) covered hereby, or ary of them, or any producing
- well which has ceased to produce, or in such Non-Opsrater's
: opinion is not producing in paying quantities, such Non-Oper-
. ator shall notify in writing all the other Non-QOperators of

i such decision. Each Non-Operater receiving such notice shali
! have fifteen (15) days within which to eléct by notice in

: writing delivered to the Non-Operator giving notice of surrend-
er or abandonment whether such Non-Operator will join therein
i or will accept assignment of such lease(s) or take over such

i well, If all the other Non-Operators desire to accept such
assignment they shall acquire respective interests in the in-
terest assigned ‘proportionate to their aforesaid respective
co-ownership interests in the- leasehold . estate., 1If the .
accepting Non-Opsrators be less than all of the other Non-Oper-
ators, they shall acquire equal proportione in the interest
agsigned, unless otherwise agreed between them. If any Non-
Operator receiving notiee of surrender or abandonment fails
sc tu notify ths JNUH-U_pt:J.o.uu.L ‘giving such notic¢e, such- Non-
Operator shall be conclusively deemed to have elected to join
in such surrender or abandonment.

Ii all the Non-Operators elect to join in gsuch surrendser
or abandomment, such lease(s) or welli as the case may be,
shall be surrendered and abandoned, anc\“perator shall endea-
vor to remove and recover all salvageable materials and equip-
ment on or used in connection with such lease(s) or well.

The foregoing assignment shall transfer and agsign all
interest in the lease(s) and in the equipment thereon, or,
if only in respect of a well; shall transfer and assign all ,
interest in such well, the ?roduotion therefrom and the equip-
ment therein, and the lessels) inscfer as the game cover 01l
and oil rights in and under a tmact of forty (40) acres around
the well, and gas and gas rights in and under a tract of thres
hundred twenty (320) acres, similarly located, or in and under-
" guch tiact as accords with the well spacing pattern in the fiel&
ifrit be different than sald 40 acre and 320 acre units respect-
vely.’

Against such assighment, the assigning Non-Operator shall
be relieved from all- obligations thereafter (but rot thereto-
fore) gcerving under this agreement in respect of the interest
assi gned.

Section 13. Agsignment and Partition: Any Non-Operator
may sell, transfer, assign or mortgage all or any part of such
Non-Operator's interest in the lease%s) covered hereby.. If
more than one lease is covered hereby and the selling N_.n-Oper-
ator sells, transfers, assigns or mortgages less than s8ch
Non-Operator's entire interest in all the leases covered hereby,

the infnnnnf a0 ﬂiapnanﬂ of ghall he o aniform “"RiViQSﬂ intsr—~

est in all the leases covered hereby. Each sale, ‘transfer or
agsignment shall be made subject to this agreement, and the
purehaser’ transf&rge or as Siunna ghall agsgume all tlie nblian-
tions of this agreement and shall be responsible for and bear
as a co-owner and Non-Operator hereunder, such party's propor-
tionate part of all costs, expenses and liabilities chargeable
i angf Yarged to the joint account hereunder.

N

, “¥37°  For the purposes of this provision, the purchaser of in-

“tvrests in the leases at a foreclosure or other sale through
court process shall be considered a purchaser, transferee snd
‘aggignee, but the Trustee under a Mortgage and Deed of Truamt
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. shall not be required to assume or undertake such obligations

unless and until suoh Trustes shall have acquired such interests
cn a sale thereof upon foreclosure.

During the Serm of this agreement no party hereto shall
have. the right to partition, by sale or otherwise, thé lease(s)
covered hereby, or the area covered by such lease(s), provided
that a sale, transfer, assignment or mortgage, made subject to
this agresment and in accordance with its terms, of all of a
party's interest in the lease(s) covered hereby, or of an un-
divided portion thereof throughout the same, shgll not be deem-
ed a partition.

" Section 14: Res onsibility of Partieg: It is the ex-
press purpose and ‘Intention of the parties hereto that their
ownership in the lease(s) covered hereby and in the leased
premises shall be as tenants in common and it is not the pur-
pose or intention of this instrument to create, and the same
shall never be construed as creating a oartnership or other -
relationship whereby any »arty hereto shall be held for the acts,
eiéher of omission or commission, of any party or parties here-
unaser,

Section 15, ‘F
party hereto is ren eTec unable, wholly

majeure or any other cause of any kind not reasonably within
‘waeh party's control, to perform or comply with any obligation

or provision of this agreement, upon giving notice and reason-
ably .full particulars to the other parties hereto, such obli-
gation or provision shall be suspended during the continuance
of the inability so caused, and such party shall bs relieved
of lliability and shall sufrer no prejudice for fallure to per-
form the sams auring such period; provided, the obligation to
make payments then due, or which may become due, hereunder
ghall not be suspsndsd, and the cause of suspension chall be
remedied so far as p0331b1e with reasonable dispatch. :

This agreement shall be subject to and the partiss hereto

-ghall comply with all Federal and State Laws, and all wvalid

orders, rules, regulations and directions of any duly consti-
tuted authority having jurisdiction in the“premisss.

Section 16, Title: In the event of loss or failure of
title to the lease(s) covered hereby, responsibBility of each
party hereto interested in such lease(s) shall be seversal, and
not joint, and shall be limited to the production or proceeds
accruing to such party's interest therein and ths réyalties
attributable thereto.

Serction 17. Term: Subject to the proﬁisions of sestion

- numbered 12 hersof, this agreement shall remain in-full foroce

and effect for and ﬂ“"*ﬂg the texm of the lease covered hereby,
or the term of the last of the leases covered hereby, and for
thé fuil term of any renewals or extensions of same, whether

- by production or otherwise,

Section 18, Notices: Any notice, request, demand
statement,bill or other communication provided for in th{s
agreenent shall be in writing, and shall be deemed to have been
given or delivered on the day mailed if placed in a postpaid
envelope and deposited in the United States Mall, first class,
directed (until changed by written notice to the othersg), if
addressed to the Operator, as follows:

In oase’ofﬁOperators Pettigrew and Doswell,
718 First National Bank Building
Dallas, Texas; and -
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Tim G. Lowry, 135
135 South LaSalle Street
Chicago 3, Illinois;

and, if addressed to aby Non~Operator, at the address lisbed in
the opening paragraph hereof, or at such other addrsss as the
Nop-Operator shall lodge from time to time with the Operators,

"Section 19, Arbitration° Any controversy arlsing ‘here-
under between (perator and Non-Operators, or between Operator
and any Non-Operator, or between individual Non-=Operators shall
be submitted to arbitration by a board of three(3) arbitrators
upon ,the written request of the party, or parties, requesting
arbitration, which request shall name one (1) arbitrator.

The partsy , or parties, receiving such regquest shall,
within ten (10) days thereafter, by written notice to the
other, or others, concerned name the second arbitrator, or
failin “go to ‘do, “he second arbitrator shall be appointed
by the judge senior in service of the United Sitates District
~Court for the Southern District of Texas upon request of the

The two {2) arbitrators so appointed shall. name the
third, or failing so to do within ten (10) days after appoint-
ment of the second arbitrator, the third artitrator may be :
appointed by gaid senior judge upon request of any party to
the arbitration. :

: As regards matters concerning accounts or accounting
hereunder, the arbitrators appointed shall be independent
cervified public accountants who practiee oil and gas account-
aney. r

The arbitrators so appointed nna11 prompbly aear and
determine, by the concurrence of at least a pajority of thenm,
the matter or matterd in dispute, after written notice to the’
parties concerned of the time and place of the nearing, at
which each party shall be entitled to be heard, and shell
render their written decision within sixty (603 days after
the appointment of the third arbitrator.

‘If within said period a decision is not rendered by
the Board, or a majority thereof, such pending arbitration
shall cease and determine without prejudice to the right of
any party thereto to proceed anew hersunder for arbitration
of the seame matter or matters in dispute, .

The decision of the arbitrators, or of a majority
thereof, shall be final and binding upon the parties to the
arbitration ag to ths matter, or matters, submittsa hereunder
for arbitration, and such parties, and eaech of them.  shalil
ahide Ly &nd comply with such decision (as to the payment of
money awards or otherwise), -end- judgswdnt may be entered on
such decision in any court having jurisdiction.

The expenses of arbitration, including reasonable com-
pensation to the arbitrators, shall be borne or shared as the
decision of the arbitrators shall direct.

Section 20, Parties and Successors in Interest: The
terms, provisions and conditions of this agreement shall extend
to, be binding upon and inure to the benefit of, the parties
hereto, their heirs, executors, adminiatrators, successgors and
assigns, whether by. opsration of law or otherwise, and shall
constitute a covenant running with the lands and leasehold
estates covered thereby.
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Section 21l.
It is contemplated b

numerous counterparts and thet no one copy need have the sig-
natures of all Non-Operators so long as all ¥on-Operators sign
at least one counterpart original that is also signed by the

first above

Signed,
written.

Execution in Counterparts: N
1at hat this agreement may be executed in

2

-11-

sealed and delivered as of the day and -year

THOMAS W. DOSWELL
TODD M. PETTIGREW and
TIM G. LOWRY, Operators,

Byé/ NP N S{&N/\gt v__(SEAL)

[&f Vg V0. Dozsell (SEAL)
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| STATE OF
COURTY OF

§ 7 < &,

i Before me /S , : ~a notary

| public in and for the County an » on this day
personally appeared g T g -

to the foregoing instrument, and acknowledged to me that he
ex-3uted the same for the purposes and consideration therein
expressed, ) ' ) '

Given under my hand and seal of office this_ /s {4,

«

day - Of o ":"ﬂy"'m'] ."""",n'/g/\“ S T ‘.A“‘E'D 2”"..-9"“";" o & e T T

My commission expires Al L5

known to me to be one of the persons whBse names are subscri%ed

otary Publlc, £ ez ounty,

R TR T———S————S——————————, L f
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SCHEDULE OF LEASEHOLD ESTATE

01l and gas lease No. E-291 from the State of New Mexlco
to Levi A. Hughes dated May 2, 1945, in so far as said lease
covers'the”rollowing iand in Rio Arriba County, New Mexico:

* G o Sec, TWDe Ranse Acrel-

’ Tswei/a e e omew 180

- .. sW-1/4 | ' 2 26N oW 160
N;l/z and N-1/2.of SE-1/4 2

S-1/2 of N-1/2 and SE41/4 16 26N 8w 320

26N 8w 400

subjest to overriding royaliy of five per cent (5%},




OPERATING AGREEMENT

This agreement entersd into this 1l5th day of _ March R
1951, by and between TODD M. PETTIGREW and THOMAS W.
718 First National Bank Building, Dallas, Texas, and TIM G.
LOWRY, of Eckert{, Peterson & Lemming, 135 South LaSalle Street,
Chicago 3, Illinois (Herein at times collectively referred to
as "Operator"), as parties of the first part, and CHARLES F.
REUTER & CO., 57th Floor, 33 Pine St., New York 5, New York,
SYLVESTER W. MULDOWNEY, 52 Wall Stree%t, New York 5, New York,
DAVID G. BAIRD, 65 Bropdway, New York 6, New York, THEODORE S.
WATSON, 149 Broadway, ew York 6, New York, PHILIP NASH, 1 East
57th Street, New York, New York, WILLIAM H. COLVIN, 405 Lexington
Avenue, New York 17, New York, HENRY SCARBOROUGH, First National

‘Bank Bldg:, Chicago 3, Illinois, and ERRIC S. MORSE, 30 Broad

Street, New York 4, New York (Herein at times referizvd to ocol-

lectively as "Non-Operators®™ and séverally as "Non-Operator®),
as parties of the second part,

The parties of the second part heretofore have acquired
undivided co-ownership interests, in the respective percentages
set forth below, in the total leasehold working interests cover~
ed by the oil, gas and mineral leasd(s) described in the sche-
duie hereto attached, marked Exhibl{ "A"™ and by this reference
made a part hereof, The parties of the second part may here-
after acguire undivided co-ownership interests in said respect-~ -
ive percentages in the total leasehold working interegts cover-
ed by other oll, gas and mineral leases; and any such undivided
co~ownarship interests hereafter acfuired shdll hersby be deem-
ed included in the leasehold estate herein referred to with like
effect as though the oil, gas and mineral leaseés tc which they
relabs were degceribed in said Wxhibit "A" hereto; and the pre-
sent or any future Operator is hereby authorized and empowered,
in the names and on behalf of the partiss of the second part,
to execute such supplement to this Agreement as may be necess-
ary or appropriate”to confirm the inclusion of such after-acquir-
ed interests in the leasehold estate. The sum of such co-owner-
ship interests is at times referred to herein as "the lease-hold
estate", and the land{sg) covered by sald lease(s) as "the leased
premlises®™, .

- The aforementioned: co-ownership intefeggé.are now -individ-
ually held and owned by the parties of the gecond part as follows:

Charles F. Reuter & Co., ( 37/%4ths
Sylvester W. Muldowney' 6/64th
David G. Baird 4/64ths
Theodore S. Watson 4/64ths
Philip Nash ' 4/64ths
William H. Colvin 4/64ths
Henry Scarborough 4/64ths
Erric S. Morse ©. 1/64ths
F X o . o o Py
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The parties of the second part have agreed that their res-
pective co-ownership interests-aforesaid shall be subject to
this agreement, and that the leased premises skall be explored,
developed, maintained and operateG in accordance with the pro—
visions hereof.

Now, therefore, in consideration of the premises and the

“mutual agreowe 1ts hersin oontained, the parties hereto have )

agreed as follows:

Section 1. Interests of the Parties: The respective co~-
ownership interests hereunder individually held and owned by
the parties of the second part are as aforesaid. Subject to the
provisions of Section 13 hereof, such parties shall own the same
respective interests in the oil, gas and other minerals produced
from the leased premises, and shall bear and pay in like pro-
portions the costs, expenses and liabilities incurred in the
exploretion development operation and maintenance of said pre-

wmises,Awhigh are prooerly chargeable to the joint account here~

under.

Section 2., Opsrator: The Operator hersunder, subject to
the terms and provisions of this agreement and the limitations
herein stated, shall have exclusive charge and control cf the
exploration, development o psration, maintenance and manage-
ment of the leased premises and of the joint account property
&nd equipment thereon and’ of all joint account wells thereon.
Such QOperator shall perrorm and carry on such dutues in accord-
ance with good oil and gas field practicss, in the interest of
Non-Operators, and as an ordiparily prudent operator, Lwut shall
have no respon51billty whatever to Non-Operators for srrors of
judgment. On notice to any Operator hereunder given at. any
time by Non~Operators owning or holding 65 per cent, or more,
of the leaseihicld sstate,-or their nominee, such Operator iay be
removed, and a_new Operator appointed by the Nom-Operators
giving such notice of removal. .

S0 long as Todd M. Pettigrew, Thomas W. Doswell and Tim

G. Lowry are the Operators hereunder~

(a) Operators Pettigrew and Doswell shall have exclusive author-
ity and obligation as authorized hereunder with respect
‘to all field operations and Operator Lowry shall have no
responsibility with respect thereto, providsd, however
that Pettigrew and Doswell shall not execute any drilling
or other contracts relating to the leased premises until
the sams have been approved by Lowry.

(b} Operator Lowry shall have exclusive authority and obligation
with respect to keeping books of account; making calls upon
the Non-Operators for funds and recviving and disbursing
the same, provided, however, that Lowry shall make no dis-
bersements for invoices for materials or services until. -
the same have been approved by elther Pettigrew or Doswell,

Pettigrsw and Doswell shall be reimbursed by the joint
account for their necessary expensesg (for whlch they shall
submit monthly statements) but receive nothing for their
personal services,

-
o
A1 d

(d) Lowry shall be reimbursed by the jeint.account for his
necessary expenses and reasonable compensation for his
services, for which ne shall submlt monthly statements.

Section 3., Rentals and Royaltieg: Rentals and royalties,

; which may become due and payable under the lease(s) described




2 R A R Fon®ornt a2 2 e
}'}.%:’.‘i‘.::, ans i:‘ “A"“::e [-5 Tiaa Vaa za.o.v:.a.ug.v.u -I.vs yuymuuu \JLLGLUUJ.

‘or after the discovery of oil or gas in paying quantities on- the

NP TSP PRI Y P PSR S ﬂuclnaua.lhauain Aalla’r - an. an’f‘anf wn11ﬂ‘ —hv. anco.

"~ corner with the leased premises, or any obligatory well which

i - pursuant to the succeeding paragraph hereof shall be construed

-

has not otherwise been made, shall be paid by Operator and charg-
ea to the jolnt account. Operator shall exercise diligence in
respect of such payments when due, but shall not ba liable to
Non-Operators for unavoidable or unlntentional failure in respect
thereof. ,

No Non-Operator shall be in any way released or relisved
from bearing such Non-Operator's proportionate share of rentals
and royalties except that should the other Non-Operators or
any of them, agree to pay such non-paylng Non-Operator's said
share against assignment to the paying Non-Operator or Non
Operators of such Non-paying Non-Operator's interest in the
leased premises then, on payment by ihe paying Non—Operator or
hon—Operators of such non-paying Non-Operator's said share,
such non=paying Non-Operator is hereby released of all obli-
gation in respect therecf, .

Section 4. Exnloration,and_Development When and -as- Non-
Opsralbofs owning 51 psr cent of the lesasshold estate shall not=
ify Operator .in writing of the decision of such Non-Operators to .
drill the initial test well on the leased premises, Operator
shall undertake and carry out such operation for the joint ac-
count and at the joint expense of all the Non-Operators.

Subject to the immediately preceding paragraph, no well shall
be drilled, nor shall any operatioms for deepening, reworking
or reeompleting any well in the same -or a different horizon be
undertaken, by the Operator or any Non-Operator on the leased
premises at joint expense or for the joint account, prior to

loased premises, without the consent in writing of all Non-Oper-
ators, except that Operator without consent may “"ill *Ar the =
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well located on a lease, which has a common boundary 1ine or

forms the consideration for the acquisition of the leased pre-
mises,

If any Non-Operator, prior to or after the discovery of

0il or. gas in paying quantitles on the leased premises, decidss

to conduct any drilling, re-working, or recompletion Operations,
not otherwise hereinbefore provided for, such Non-Operator shall
give to all the otner Non-Operators written notice of such de-
cigsiop. including the nature and proposed location of the oper-
ation, the proposed depth of completion or recompletion, and a
detailed 83timate of the cost thereor, and shall furnish Opera-
tor with a copy of such notice, -~

If 4dll the othor Non-Operators within 30 days after such
notice to them,elect to participate in such operation, the oper~
ations proposed shall be undertaken and carried out by QOperator
for the joint account and at the joint expense of all the Non-
Operators. The failure of any Non-Operator to give a notice

as an unconditional election to participate in the operation.

Any Nop-Operator, electing, by written notice to Operator
within said 30 day period, not to participate in suech preration,
hereby agrees that the participatlng Non-Operators hereby béecome
entitled to receive, and, if any action on the part of such non-
participating Non—Operator 1s required in connection therewith,
such non-participating Non-Operator will do and perform such
acts and things as shall enable such participating Non-Operators




i to receive, in respective proportions equivalent to the raspect-

‘all production, and proceeds therefron, -accrulng to sucéh non-

“ and liabilities incurred in such operation which would have been

are entitled to receive under the.above: clause (i), If and when-

~and own such Non-Operator s interest in such equipment

.said share of the oll, gas or other hydrocarbons produced arnd
_ saved from the leased premises in kind, or personally sell, or

-

ive proportions of the total costs, expenges and liabilltles
borne and pald by each of them in respect of such operacion,

participating Non-Operator's interest in the production from the
well in respect to which such non-participation relates, until
such participating Non-Operators shall have received from such
interest (1) production having a value currently as produced,

or proceeds, equivalent in the aggregate to three (3? times an
amouht equélto the-proportionate part of all costs, expenses

borne and paid by such non-participating Non-Operator if such Non-
Operator had participated therein, and %ii) such non-participa-
ting N,n-Operator's pro rata part of the operating and mainten-
ance cost and expenses of such well during the period required
to effec% payment of the amount such particlpating Non-Operators

ever sush: participating Non-Operators shall have received such
amounts due, such well and all equipment therein shall thersupon
be and become a joint account well and property, and such non-
participating Non-Operator shall thereafter receive such Non<
Operator's interest in production and proceeds from such well

Operator, promptly on receipt thereof, shall furnish the
other Non-Operators with coples of any such non-participation notd
ice, and shall undertake and carry out the proposed operation
when and as instructed so to do by the participating Non-Oper-
»egore and charge their respective accounts proportionately as
directed.,

Section 5. Marketing of Productien: - Each Non-Operator at
any time and from time to time shall have the right, and each
Non-Operator hereunder hereby reserves the right to tahe and
receive in kind such Non-Operator’s aforesaid share of the oil,
gas or other hydrocarbons in place or produced and saved from
the leased premises, or ‘personally to seéll, or direct the sale
of, the same for such Non-Operator's benefit., At such times as
gsuch Non-Operator does not either take such Non-Operator's afore-

direct the sale of, same, then Cperator is hereby authorized to
sell, and shall sell the same , subject to revocation of such
authority at will upon written notice by such Non-Operator to
Operator, to a financially responsible purchaser sslected by
Operator or terms that are, in the opinion of Operator, the most
favorable that are obtainable,provided,.however, that Operator
shall make no contract of sale in respect thereof which will
extend for a period of time longer tkan a .reasonable periocd of
time which is consistent with the minimum needs of the industry
under the circumstances but which in no event shall exceed one
(1) year, Such Non~Operator, upon request of Operator, shall
execute and deliver any and all division orders necessary oOr
appropriate for the effectuation of such sales by Operator.

Any Non«Operator, electing to take such Non-Operator's
aforesaid share of ths o0il, gas or other hydrecarbeong preducsed
and saved from the leased premises in kind, shall furnish, at
the sole expéngs of. such Non-Operator, such facilities as may
be necessary to effect division and measurement of, and _to
receive, the same on or before the date fixed in such N n-Oper-
ator's notice to Operator upon which delivery kind is to be
commenced, and shall bear all extra expense incurred by Operator
in maklng such delivery.

The foregoing right in any Non-Operator to take in kind




- may not be exercised or enjoyed by such Non-Operator if and
when such Non-Operator is or bscomes in default in respect of
any payments or amounts owned by such Non-Operator under this

- agreement, and when and while such default exists Operator may

. decline or cease making deliveries to or for the account of such
Non-Operator of such Non-Operator's aforesaid share of the pro-
duction in question.

(=4

kind, fail to furnish facilltes, or not take dslivery on the

i presumed that such Non-Operator approved the same,

Should any Non-Operator, exercising SUGh right to take in

date fixed in the above notice to Operator, then such notlce
shall be void and of no affect.

Section 6. Contracts and Services: All wells drilled on the
leaged premises for the Jjoint account, including all facilities
and -installations for storing, handling and transporting product-
ion in connsctinn with producing, saving and marketing the same, -
shall be drilled or installed on a competitive coiutract basis,
or at prices and upon terms approved by Operator and all of
the Non-Operators. If any Non-Operator shall not state in writ-
ing to Operator within ten (10) days such Non-Operator's dis-
approval of prices or terms stated bto such Non-Operator by Oper-
ator for such operations or installations), respectively; (when
not on & competitive contract basis,) it shall be conclusively

. It Operator undertskes to perform any such work or services
for the joint account or furnishes any of Operator's facilities -
in connection therewith, Operator shall perform such work and
services as an independent contractor and for a consideration
and upon the same terms generally prevailing for like work and
services in the area, and shall furnish such facilities on the
basig of their reasonable rental value.

Section 7. Accounting, Billing, Peyment and Adva.ices:
Obarator shall inceur fof and cnarge to the JOlnt account of all
the Non-Cperators. interested in the leased premises, as author-
ized hereunder, all costs, expenses and liabilities incident to

drilling, testing, equipping, completing, abandoning and sé&lvag-
ing material from, the Joint account wells drilled on the leased
premiges, or incurred in connection with reworking, deepening

or re~complet1ng operations, or in acquiring, erecting and instald
ling all property, structures, gathering -lines, tanks, treating,
méasuring and other facilities and equipment necessary to oper-
ate and maintain such wells and carry on such opsrations and

to produce, save and market .the production therefrom by delivery
to the purchaser in the field or from the leass tanks whsrever
situated. Operator shall also charge to such joint account all
other costs, expenses and liabilities authorized to be incurred
hereunder in connection with the leased premises or the lease~
hold interests. (Such charges to the joint account and matters
relating to the aceounting procedure between Operator and Non-
Operators shall be governed by the provisions hereof and of the
Accounting Procedurs hereto attached, marked "Exhibit B", and by
this reference made a part hereof; and, except as otherwise pro-
vided herein, billing by Operator and payment by Non-Operators
shall aleo be governed by the applicable provisions of 3ald Ex~
hivit B ]

Except with respect to costs, expenses and liabilities auth-
orized to be incurred hereunder as provided in the foregoing
paragraph and in other secions hereof, Opsrator shall not incur
for or charge to the joint account costs, expenses or liabilitles
in connection with any single pro?eet or item of capital invest-
ment, in excess of Five Thousand ($5,000.,00) Dollars, without
the written consent of each Non-Operator first obtained. 1f,

o




-~ L el

however, a-project or investment is so approved, Operator may
incur and charge to the Jjoint account all costs, expenses and
1iability incident to such project, investment or operation
without further approval being required.

Out of ths collestions from Non-Operators hsreunder, Opera-
tor shall pay all costg, expenses and liabilities ineurred for
the joint account, -

Operator may at any btime and from time to time requif'

- each Non-Qperator to pay in advance such Non-Operator!s propor=

tionate part of estimated expenditures hereunder for costs, ex-
penses and liabilities incurred in connection with operations
oin; and construction of facilities and acquisition of eguip-
ment for or used in operating, the leased premlses for the joint

-account, by making writtén request for such advance payment

(statlng the date the expenditure is to be made, such request
to be made at least .twenty (20) days prior to such stated ex-
penditure date.) Each Non-Operator hereby agrees to pay to
Operator the amount requested at least five %5) days before the

-date the expenditure is to be made, and 1f such payment is not

so made the amount thereof, or any unpaid balance, shall bear
and such Non-Operator shall pay, interest at the rate of six

- (6%) per cent per annum until paid. Adjustménts between extim~

ates and actual expenditures shall be made by Operator and the
respective accounts shall be adjusted accordingly monthly.

Section 8, Ingpection of Records and Operationg: Each
Non-Operator, and such Non-Operator's represenbaﬁfves, shall
have the right at all redsonable times to ilnspect and audit
Operatorfs books, records and invoices pertaining to any matter
of accounting or otherwise in respect of the leased premiges
or the joint aceciunt.

Each Non—Operator and such Non~0perator 8 representatives,

'ehell at such Non-uperavcr's and their risk, be entitled to

access to the leased premises and all property held or used in — -
connectlion therewith, to the wells which are being drilled,
reworked or produced thereon and to the logs and drilling, pro-
duciion and other records pertaining thereto. ¥Bach Non-Opera-

“tor shall also have the right to receive, delivered to such

Non-Operator's representative at the well, samples of all
cores and cuttings of sufficlent size to. oe of laboratory
value, and copies of all Schlumberger and other slectrical
logs, and of reports on any and all %tests run on any wells,

Section 9, Insurance: Operator at all times during the
drilling and/or oper;t{on of the leased premises shall carry
and maintain in effect the following insurance applicable to
all operations conducted under ithis dgreement, except to the
extent that, upon recommendation of the Operator, all Non-Gper-
ators shall approve the elimination or modification of any
such insurance:

1. Workamen's Compensation under the laws of the State ofﬁ

2, - Public Liability and Property Damage, with limits ef
not less than $100,000/$200,000 and $1oo 000,

. Automobile Liability Insurance, with 1imits of $100 000/
$200 000, and Automobile Property Damage Insurance, with
limit of wlO 000,

4, Owner's Contingent or ¥rotective Liability with limits
of not less than $25,000/$50,000.,




5. Fire Insurance on the actual value of the installa-
tions and personal property subject to fire loss.

6, Windsborm, Tornado etc, with limits of the aetual
value of the 1nsta11atlons and personal property sub-
Ject to the joint account.

| All other insurence purchased shall be subject to the prior

. approval of Non-Operators. Operator shall submit to a named

; nominee of MNon-Operators certificates of insurance in evidencs
: of the abdve coverage. Such certificates shall specify that

¢ In event of cancellation or material change in coverage, at

least ten (10) days prior motice will be given said nominee
of Non-Operators, ;

Section 10. Taxes: Unless otherwise arranged, each Non-
Operator shall render for taxation such Non-Operater's inter-
est in the lseasgse(s) and pay such Non-Operator's own taxes, and
Operatonr shall have no resnonsibility with respect thereto.
Operatoer shall, however, pay and charge to the joint account
all productlon, severance, ‘gathering and other like taxes.,

Section 1l. Lien: Operator shall have, and hereby is
expresgsly granted, a lien upon the interests of each Non-Oper-
ator in the lease{s) hereof, and in the wellsg, eguipment, pro-

duction, proceeds from production and other propsrty relating to

or used in connection with the operations on the leased prem-
ises, to secure to Operator all sums which may become due and
owning by such Non~0perator under this agreement. Such llen
may be enforced by Operator im the same manner as any other
Mortgage lien, and such remedy, as well as any other right and
remsdy of Operator hereunder, shall be in addition to, and not
in limitation of, all other rights and remedies which Operator
may have or enjoy under the terms herseof or otherwise, at law
or in equity.

As ruruner Seou.u.u; £or the anms WhiCh m.ay become dU.e and
owing hereunder to Operator, each NOn-Operator s interest in
the oil, gas and other hydro-carbons produced from the leased
premises and the proceeds accruing to such lnterest,

No purchaser or other person, {irm or corporation purchas-
ing, storing, handling, transporting or otherwise dealing with
the production from the leased premises shall be required to
take notice of, or ircur, any liability to Operator on account
of such lien or the assignment of production and proceeds
herein made, unless and until Operator shall have given notice
in writing to such purchaser or other person, firm or corpora-
tion asserting that a Non-Operator interested in the leased
premizes has failed to pay the amounts due by such Non-Operator
hereunder, Upon receipt of such notice, dguch puronaser or other
person, firm or corporation shall be authorized to pay over to
Operator the proceeds due and payable on the interest of the
Non-QOperator named in such Notice in production from the leased
premises, without obligation to look to the application thereof
by such Operator, and the receipt of Operator shall be full
acquittance and discharge of the amounts so paijd.

Section 12. Surrender and Abandonment of Leases and Wells:

If any Non-Opérator determines to surrender oOr avbanaon bhe
lease(s) covered hereby, or any of them, or any producing well
vhich has c¢easged to produce, or in such Non—Operator 8 opinion
is not producing in paying quantities, sucih Non-Operator shall
notify in writing all the other Non-Operators of such decision,
Each Non-Operator receiving such notice shall have fifteen (15)

days within which to elect by notice in writing delivered to

e e s mnimn. L bt o
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the Non-Operator giving notice of surrender or abandonment
whether such Non-Operator will join therein or will accept
assignment of such lease(s) or take over such well. If a)l the
other Non-Operators desire to accept such asgssignment they shall
acquire respective interests ii the interest assigned proportion-
ate to their dforesald respective co-ownership interests in the
leasehold estate. If the accepting Non-Operators be less than
all of the other Non-Operators,.they shall gcquire equal propor-

~tions in the interest assigned, unlerss otherwise agreed between

them. If any Ngn-Operator recelving notice of surrender or
abandonment fails so to notify the Non-Operator giving such
notice, such Non-Operator shall be conclusively deemed to have
elected to Jjoin in such surrender or abandonment.

Jf all the Non-Operators slect to join im such surrender or
abandopment, such lease(s) or well, as the case may be, shall be
gurrendered and abandoned and Operator shall endeavor to remove
and recover all salvageable materials and equipment on or used
in comnnection with such lease(s) or well. ,

The foregoing asgignment shall transfer and assign all in-
terest in the leas~(s) and in the equipment thereon, or, if
only in respect of a well, shall transfer and assign all inter-
‘est in such well, the production therefrom and the eguipment
therein; and the léase?s) insofar as the same cover oil and oil
rights in and under a tract of three hundred twenty (320) acres,
similarly located, or in and under suc¢h tract as accords with
the well spacing pattern in the field if it be different than
said 40 acre and 320 acre units respectively.

Against such assignment; tie assigning ngsoperatorfshall
be relieved from all obligations thereafter (but not theretofore)
accruing under this agreement in respsct of the intersst assign-
ed.

Section 13, Agssignment and Partition: Any Noen-Opers
may sell, transfer, assign or mortgagé all or any part of such
Non~-Operator's interest in the lease(s) covered hereby. If

more than one lease is covered hsreby and the sellling Non-Oper-
ator sells, transfers, assigns or mortgages less than such Nyn-
Operator's entire jinterest in all the leases covered hereby, the
interest so disposed of shall be a uniform undivided interest

in all the leases covered hereby. ZBach sale, transfer or assign-
ment shall be made subject. to this agreement, and the purchaser,
transferee or assignee shall assume all the obligations of this -
agreement and shaXl be responsible for and bear, as a co-ownser
and Non-Operator hereunder, such- party's proportionate part of
all costs, expenses and liabilities chargeable and ckarged to the
joint account hereunder, ) B

For the purposes of this provislon, the purchaser of inter-
ests in the leases at a foreclosure or other sale through court
process shall be considered a purchaser, transferee and assignees,
but the Trustee under a Mortgage and Deed of Trust shall not be
required to assume or undertake such obligations unless and until
guch Trustee shall have acquired such interests on a sale there-
of upon forscliosure.

During the term of this agreement no party hereto shall
have the right to partition, by sale or otharwise, the lease(s)
covered heredy, cr the area ccvered by such lease(s);.provided
that a sale, transfer, assignment or mortgage, made subject to
this agreement and in accordance with its terms, of all of a
party's intereet in the lease(s) covered hereby, or of an un~
divided portion vhereof throughout the same, shall not be deemed
a partition.




Section 14. Responsibility of Partieg: It is the express

purpose and intention of the parties hereto that their ownership

‘ in the lease(s) covered hereby and in the leased premises shall
be as tenants in common and it is not the purpose or intention
. of this instrument to create, and the same shall never Ye con-
i strued as creating a partnership or other relatlonship whereby
i any party hereto shall be held for the acts, eithe. of omission

ioopr nnmmiucioﬂ’ cf‘ any nartv or pn‘nf1aq hgrpnr-dnn
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Lo Section 15, Forece Maaeure and Regulatorx Bodies: If any
i, party hereto is rendered unable, wholly or 1n par y force

; majeure or any other cause of any kind not reasonably within

: guch party's control,; to perform or .comply with any obligation
i or provision of this agreenent, upon giving notice and reason--
ably full particulars to the other parties hereto, such obll-
gation or provision shall -be suspénded during the continuance
of the inability so caused, and such party shall be relieved

of liability and ‘shall suffer no prejudice for fajillure to per-
form the same during such period; provided, the obligation to
make payments then due, or which may become due, hereunder shall
not be susperded, and the cauge of suspension shall be remedied
so far as possible with reasonable dispatoh. .

This agreement shall be subject to and the parties hereto
shall comply with all Fedwral and State Laws, and all valid
orders, rules, regulations and directions of any dquly constitut-
ed authority having Jurisdiction in the premises.

» Section 16, Title: In the event of 1oss or failure of
title to the lease(s] covered hereby, responsibility of each
party hereto interested in such’ lease(s) shall be several, and
not joint, and shall be limited to the production or proceeds
aceruing tn such party's interest therein and the royalties
- attributable thereto. .

_ Secuign 17. Term: Subject to the provisions of -section
numbsred 12 hereof this agreement shall remain in full force
and effect for and during the tarm of the lease covered hereby,
or the term of the last of the léases covered hereby, and for
the full term, of any renewals or extensions of same, whether
by production or otherwise.

Seefion 18. Noticeg: Any notice, request demand, state-~
ment, bill or_other communication provided for in this agree-~
pent shall be‘in writing, and shall be deemed to have been given
or delivered on the day mailed if placed in a postpaid envelope =
and deposited im the United States Majl, first cless, -dirsct-
~8d {until changed by written notice to the others), if address-
i ed to the Operetor as follows: _

In oase of Operators Pettigrew and Doswell
718 First National Bank Bullding
Dallas, Texas; and

Tim G. Lowry,
.- 13% South IaSalle Street
“Thicago I, Illinois;

é and, if addressed to any Non-Operator, at the address listed in
{ the opening paragraph hereof, or at such other address as the
; Non-Operator shall lcdge from time tO’time‘with the Operators,

i Section 19. Arbitration: Any controveray arising hereunder
: between Operator and Non-Operators, or between Operator and any
i Non-Operator, or between individual Non-Operators shall be sub~
| mitted to arbitration by a board of three(3) arbitrators upon




~ tion, whioch request shall rame one (1) arbitrator,

. ten (10) days thereafter, by written notice to the- otner, or
" others, conoerned name the second arbitrator, or failing so to do,

" District of Texas upon request of the party, or parties, insti-

the written request of the party, or parties, requesting arbitra-
The party, or parties, receiving such request shall, within

the second arbitrator shell be appointed by the judge senior in
service of the United States District Court for the Southern

tuting asbitration hereunder.

The two (2) ‘arbitrators so ap ointed shall name the third,
or failing so to do within ten (10) days after appointment of
the second arbitrator, the third arbitrator may be appolinted
by sald senior judge upon request of any party to the arbitration,

As regards matters concerning accoGnts or accounting here-
under, the arbitrators appointed shall be independent certified
public accountants who practice 01l and gas accountency.

Tha arbitrators so0 appointed shail promptly hear and det-
ermine, by the concurrence of at least a majorihy of them, the.
matter or matters in dispute, after written notice to the part-
ies concerned of the time and place of the hearing, at which '
each party shall be entitled to be heard, and shall render their
written decision within gixty (60) days after the appointment
of the third arbitrator,

If within sald period a decision is not rendered by the
Board, or a majority thereof, such pending arbitration shatl
cease and determine.without prejudice “to the right of any party
thereto to proceed anew hereunder for arbitration of the same

matter or matters in dispute, .

The decision of the arbitrators, or a majority thereof
shall be final and binding upon the parties to the arbitration
as to the matter, or matters submitited hereurnder for arbitration,
and such parbties, and each of them, shall abide by and comply
with such deeision (as to the payment of money awards or other-
wige), and judgment may be entered on such decision in any court
having jurisdiction. -

The expenses of arbitration, including reasonable compen-
sation to the arbitrators, shall be borne or shared as the decis-
ion of the arbitrators shall direct.

Section 20, Partiss and Successors in Interest: The terms,
provisions and conditions of this agreement shall extend to, be
binding upon and inure to the benefit of the parties hereto,
their heirs, executors, adminstrators, successors and assigns,
winether by operation of law or otherwise, and shall constitute
a covenant running with the lands and leasehold estates covered
thereby.

Section 21. Execution in Counterparts: It is contemplated
that this agreement may be executed in numerous counterparts
and that no one copy need have the signatures of all Non-QOper-
ators gso long as all Non-Operators sign at least one counter-
part original that is also signed by the Operator,




i Signed,. sealed and delivered as of the day and year first
. above written.

THOMAS W. DOSWELL
TODD M. PETTIGREW and .
TIM G. LOWRY, Operators,

By Tim G. Lowry (SEAL)
(SRAL)
STATE OF ILLINOIS )
. : SS8 : ,
COUNTY OF GOOK ) _ 1oL
—pesforesme - Laura'u.'nn;;;s”"'"”'” 4 Nonary ruo;lo R B

1n and for the County and‘§%ate aforesaid, on this day person-
ally appeard -

TIM G. LOWRY
known to me to be one of the persons whosé names are subscribed
to- the foregoing instrument, ai acknowledzed to me that he exe-
cuted the same for the purposes and consideratlon therein ex-
pres3ed., .

Given under my hand and seal of office this

day of , A. D. 19 .

Laura L. Harris _ ;
Notary Publie, Cook " County,

Illinois

My commission expires ‘Jan, 26, lQSJ
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West, N.M.P.M.. containing 320 acreg

EXHIBIT #“An

SCHEDULE OF LEASEHOLD ESTATE

SE-1/4 of the NW-1/4 and the SW-1/4 of the NE-1/4 and
the N-1/2 of the NE-1/4 of Section 20, Township 26
North, Range 6 West, N.M.P.M., containing 160 acres,

mere or less,

. 8-1/2 of the SE-1/4, Section 2, Township 26 North, Rangs

6 West, N.M.P.M., containi 8C acrss; more or less
R 3 : 3 }
iggrarnartref the State of Now Msxiso Cil &nd nas’

Lease No, E-391.

N-1/2 of the N-1/2 of Section 16, Township 26 North,

"Range 6 West, N.M.P.M., containing 160 acres, more or

less, and belng a part of the State of New Mexico’' 011l
and Gas Lease No. E-291,

The SW-1/4 of Section 15, and NW-1/4 of Section 22,
Township 26 North, Range 6 West, N.M.P.M., containing
320 acres, more or less, and being United States Lease,
New Mexico No, 03552, - .

West 1/2 of Section 34, Township 27 North, Range 6
-]

OIS Or 18sSs

and being United States ﬂgase, Santa Fe No. 079210.

payments aggregating initially 350%.

subject to royalties, overriding royalties and oil
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; CERTIFICATE OF APPROVAL 4ND CONSENT-
OF THE STATE OF NEW MEXICO

e T ~"“&ersigﬁed;"h§Vihg this day examired an agres-

S S
|
b
4
(4]
£

ment providlng for ths cooperative or unit development and

i operation of a prospective oil or gas pool, field or .area, and
for certain related matters, whicéh agresment is entitled "Unit
t Agreement -for the Development ang Operation of the Three Pio.

!

i

J .
i tured Cliffs Unit Areas, Rio Arriba County, State. of New Msxicon,
i

4

entered into between Tim @, Lowry and Todd M, Pe igrew as Unit
'JOperator and likuwise subscribed by numerous Working Interest
Owners and other interested prarties, to which agreement this

certificate ig attached; and

N ’ WHEREAS, upon examination thereof the Commissioner

finds:

(a) that such agreement will ténd to promote

S

the conservation ef oil and gas‘and the hatten neg1.

iv of © eerv01r energy,

O
44

ti
(b} that under the operations proposed the
State will receive its fair share cf the recoverable
oil or gas in Place under its lands in the ares
affected;
(¢) that the agreement is in other respects for
the best interests of the State;
(@) that the agreement provides for the unit
Operation and development of the area, for the allo-

cation of production and the sharing of proceeds

frnm the area and lands covered by gaia agracment

On an acreage basis, ag specified in gaid agreement,

regardless of the particular tract from which nro- -

duction is,obtained Oor proceeds are derived, and for
] _ other proper matters;

§ - Now, THEREFORE, by virtue of the authority conferred

Y ]
e el s e L EEEEEEE————
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upon me by Chapter 88 of the Laws of the State of New Mexico,

1943, approved April 14, 1943, 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

Sta e,-&e"ﬁereby ‘consent to and approve ‘the said agreement

as to the lands of the State of New Mexico included therein
and the development and operation of such lands phereunder,

subject to all the provisions of the aforesaid Chapter 88 of

the Laws of the State of New Mexico, 1945. Upon effectiveness ‘ : A .

of such agreement each of the oil ari gas leases on state lands

within the unit area included in such’ agreement and committed
thereato by the lessee(s), is hereby amended so that the terms
of such lease will conferm to the provisions of such agree~

Executed this _ Ro_ day of *jigééZh“”tgg_ » 1953,

ment.

YA Y T
[ %ﬁzssioner o% Subllc Lands of

the State of New Mexico S
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NEW VEXICO 011, COF“mRVATION COLXTISSICN
SAKTA FE, INBY ¥BXICO

i APPLICATION FOR APPROVAL
OF PICTURED CLI¥FS UNTT
i NO. 1 AGREEYENT, RIO

ARRIBA COUNTY, XuYW MELICO

New Wexico 0il Congservation Commission,
Santa Fe, New Mexico.

COMES the undersigned, Léwry et al Operating Aceount,
With offices at 616 Central Avenue East, Albuquerque New

Mexico, by its attorney, JasOn W. Kellahin, P. 0. Box 361,

5 xico, and files herethh three coples of ar
rroposed Unit Agreement for the development and operation of
the Pictured Cliffs Unit No. 1 unit area, embracing land sit-
uated 1n Rio Arriba Countj, New Mexico, and hereby makes ap-

or thé a pIO“al of said Unit Agreenent, and in

support thereof shovs:
1. »
That the unit area designated in said agreement com-
prises 160 acres situated in Rio Arribe’County, New Mexico,
mnore partioulariy described as follows:

Twp. 26 N., R. 6 W, N.M.P;M.
- Pec, 16 YF— '

- That all of the above descrlbed 1ande are owned by the Soate
of New Mexice upon which the appllcant and others are owners
of oil and gas lzases issued by the Commissioner of Public
Lands of the State of New Mexico, and consist of parts of
State Lease E~-291 which has been segregated by assignment,
insofar as above unit is concerned, as follows:
'g 291-25, being the K}NE and
E=291-17, veing the S} hc all
being in’ Sec. 16, Twp. 26 N. R, 6 W.
2o

That there is attached hereto, made a part hereof, anq
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1

for tiie purposes of identification marked dxhivit "A", a

plat indicating the producing Pictured ClLiffs Gas Wells

“wihich have been compieted in Sec. 2, lLease £-291-17 and in

Sec. 16, Leases E-291-17 and E-291-25. That on said plat

"is indlcated gééiééiééiAinrormation and because of this
geological information avplicant believes that the aﬁove
described area lis an area suitable and prover qu unitiza-
tion. |

3.

-as Lt he Un

3
W Ll4

<t

h Operabtor in said agreemeﬁt ani_thé Unit Operator
iéigiQén'édﬁhoriiyvﬁnder the terms thereof to cafry,on all
operations which are necessary for the development of the
Unit Areas for o0il and gas subject to all appiicéble laws
and regulations. That pursuant to said Unit Agreement ap-
plicant is requésting approval of a unit of 160 acres as a
Gas Operating Unit, insofar, but only insofar as production

s concerned, said unlg

Proie.
foe

from the Pictured Cliffs formation
being in Tull domplianCe with well spacing and acreage re-
guirements of the New Mexico 0il Conservation Commission.

| 4,

* That tihere is attached hereto, made a part hereof, and
for purposes orf identification marked ¥xhibit "B", a copy
of execubed Unit Agreement wherein all owners of leasehold
interests have committed their interests to the agreement,

That said Unit Agreement 1is in substantially the sane

form s Unit Agrecusnts haveiolfore aporoved by the Commission-

er of Public Lands of tne State of lNew M xico‘and by the New
I“exico 0il Conseprvation Commission, and it is believed that
5peratidns to be carried on under the tLerms thereof will pro-
mote ths economical and efficient recovery or oil and gas

to the end that the maximum yield may be obtaired fron the

fieild or area. Froduction is to be limited to such pro-
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duction as may be nut o benericial use with adeauate real~

ization of ruel and othep values, and it is Turther believeq
that- the Agreesent will be in the interest °of the conservn-

Cidn of 0il arg £as and the prevention of waste ags contea-

- plateqd by the 0il Conservation Statutes or the State of

New Yexico.

S

<D~
}-J.
o

That upon an order b81DF evre ed by the Kew e .in

”bonservatlop Comm1031on approving the saig - Unit Ayreement,

and afce“ “pp”OVal tnereof by the Comm1331oner of Pubhlie

Lands of the Stque of New Mexico, a fully executed and

apprcved copy of said agreement will bhe filed with the New

Mexico 01l Conservation‘CommiSSion;' |
WHEREFORE, the Undersigneq applicant respéctfully re«
u2sts. that a public hearing be held on the mattep of the
approval of said Unit Apreemen* as prov1aed by the Statutes
of tne State of New M exico, andg tne.reéulatlons of the New
hexlco Cil Conservatlon Comm1331on and that upon saldnhéar-

ing said Unit Agreement pe - approved by the New Mexico 0311

Conservation Commission,

Respectrully submitted,

LOWRY et‘aI‘OPERATING ACCOUNT

By fwas. W.
‘\Jason W, Kellahin, Attorney
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Dagerbar 9. 1952

- -

Lepiba Coanty, Hew Mexico

Dear Hirs
1 have examined your appliention for Lie proposed
hree rlotured G441 Unit Agreemsntb in ido arribha Couniy.
The sxanination dlaclogny that the orozoscd fors of agraguent
follous closély a:reczenis previcusly epproved by this office
‘and 8t this tiwe T bay: no objectica thereto} houovar, after
a hearing before the Cil Conservation Comndgsion of whish 1
ar 8 pember-aud the evidence offercd o such ihad the proposcd
“neee Piotursd CLiffs Unlt sgreenond 18 acoe;stnblei 1 vill
[

thereafter exocute o formal Cortificate of Approve

Vory Wruly youvss

e =8 © €

}. " .
‘ . GUY BHRckSBY
Uo&d;s&iosml* of rublic lande

got Uil Gonscrvailon Cosmdusion

Lncleas ya
(1; v
U 3¢ Ggologhoal Survey (3)

Hr, Tim Go LOwsy : T R solmmneososlaioe I
- Lowry Gii Comjany .
616 Last Centrol Avenue : ’ ,
kibugueagaey flev Htezico )
: Re: Threo i'lotured Cliffe -
"~ Unit Apreenent, Rio : )




