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EEITANIIT

BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

Iu uIE MAT TER OF THE HBARING

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

CASE NU. 466
ORDER NO. R-2 60

THE MATTER OF THE APPLICATION OF
LOWRY et al OPERATIKG ACCOUNT
FOR APPROVAL OF THE PICTURED
CLIFFS UNIT NO, 3 UNIT AGREEMENT
EMBRACING 160 ACRES IN RIO ARRIBA
COUNTY, NEW MEXICO, WITHIN TWP.
26 NORTH, RANGE 6 WEST, N.M.P.M.

O?DER OF THE COMMISSION
BY THE COMMISSION:

This cause came on for hearing at 9 &, m, On January 15,

1953, at Santa Fe, New Mexico, before the 0il Conservation

Commlssion of wa'Mexico, hereinafter referred to as the
"Commission", W,

NOW, on this /é “day OW, 1953 the Commissionm,
a quorum being present, ha¥ing considered said application and
the evidence introduced in support thereof, and being fully
advised 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 tendli
to promote the conservation of o0il and gas and the prevention
of waste.

IT IS THEREFORE ORDERED :

SECTION 1. That this order shall be known as the

PICTURED CLIFFS UNIT NO -3 ORDER

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

shall be known as the Pietured C’iffs Unit No. 3 Unit Agree~

ment, and shall hersafier be referred to as the “Project"

(b) That the plan by which the Project
shall be operated shall be embraced in the form of a unit
agreement for the development and operation of the Pictured
Cliffs Unit No. 3 area referred to in the Petitioner's pet-
ition and filed with sald petition, and zaid plan shall be
known as the Three Pictured Cliffs Unit Agreement Plan,
gaid plan being the same agreement for the operation of
Pictured Cliffs Unit No., 1, Pictured Cliffs Unit No. 2, and

Pictured Cliffs Unit No. 3. X '
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SECTION 3., That the Three Pictured Cliffs Unit Agree-
ment Plan shall be, and hereby is, approved in principle as
8 proper couservation measure; provided however, that not-
wlthstanding any of the provisions contained In said unit
agreement this approval shall not be consldered as waiving
or relinquishing in any manner any rights, duties or obli-
gationg which are now, or may hereafter, be vested in the .
New Mexico 0il Conservatton Commission by law relative to trs™
supervision and control of operations for exploration and dev=
elopment of any lands committed to said Plectured Cliffs Unit
No. 3 agreement, or relative to the production of oil or gas
therefrom.

SECTION 4. - (a) That the unit area shall be:
NEW MEXTGO PRINCIPLE MERIDIAN

Township 26 North Rangze 6 West

Sec. Sﬁf’

Total unit area: 160 acres, more or less

(b) That the unit area as herein defined,
under terms of sald unit agreement embraces the production
of oil, gas, natural gasoline and associated fluid hydro-
carbons insofar and only insofar as development and pro~
duction from the Pictured Cliffs formation is conceraed,

SECTICON S, That the unit operator shall file with the
Commission an executed original or executed counterpart of
the Three Pictured Cliffs Umit Agreement within 30 days after
the effective date thereof,

SECTION 6. That this order shall become effective upon
approval of sald unit agreement of the Commissioner of Publiec
Lands of the State of New Mexico, and shall terminate ipso
facto upon the termination of said unit agreement. The last
unit operator shall immedlately notify the Commissioner in

writing of such termination,

DONE at Santa Te, New Mexizo, on the day and year here-
inabove designatei‘

STATE OF NEW MEXICO
0IL CONSERVATION GOMMISSION

FDZM

EDWIN L. MECHEM, Ghairman

L el

E. S. WALKER, Member

| R. R. SPURBXZR, Secretary
SEAL
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CIRTIFICATE OF APPROVAL AND GORSENT

OF Tiis STATE OF XiW MEXICO

The undersigned, having this day ecxamined an'&gree-
ment providing for the coopsrative or unlt development and
operation of a proépective oil or gasg pool, field or area, and
for certain relanted matters, which agreement is entltled "Unit
Agreement for_tho Devélbpment and Opergtion of tha Théee Pic=
tured Cliffs Unit Areas, Rio Arriba Gounty, state of New‘Mexioo";
oentered into between Tim C. Lowry and Todd M, Pottigrow as Unit
Operator, and likewise subsoribed by numerous Working Intereat

Owners and other intercsted parties, to which agreomént this

“sortificate 14 attached; and

YVHENREAS, upon examination thereof the Commissioner
finds:
| (a) that such agreesont will tend to promote
the consorvation of 611 and gag and the bhetter utile
ization of reservoir energy;
{b) that under the operations propbsed the
State will receive its falr share of the recoveradle

01l or gas in place under its lands in ths area

affected;

{(c) that the agroement is in other respects for
the best intareats of the State;

(d) that the egreement provides for the unit

operation and developmsnt of the area, for the alloe
cation of production and the snaring of procesds |
from-bhe area and lands covered by sald agreement

on an acreage basis, as specified in said agreement;
regardless of the barbicular tract from which pro-
dection is obtainod or proceeds are derived, and for
other proper mattors;

RO,

THILREFORE, by virtue of the authority conferred
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upon me by Chapter 88 of tho lLaws of the Gtate of New texloo,

1943, approved April 14, 1943, I, the undersigned, Conmissionor
of Publié Jands of the 3tate of New Mexloo, for the purpose of
wore properly oonsorving the oll and gas Péééuroes of the
State, do herqby consent»to‘éﬁd spprove the sald agresmant

as 4o the lands of the State of MNew Mexico included therein

and the development and operation of such lands theréunder,

aubject to all the provisions of the aforésaid Chapter 88 of
the Lawg of tho 3tate of Hew-uexioo, 1943; ‘Upbn effectiveness
of such agreemont cach of the oil and gas leases on state lands
Qithin the unit area included 1n such agreecent and comuitted
thereto by the lessee{s), is horeby amended so that the terms

of sutn lease will ccnform to the provisions of such agroes

Exeouted this _ Az  day of _%wg__, 19563,

mant.,

5; A |
onmigsloner of hublioc Lands Of

the State of New Merxico




OFBRATING AGIGLY B

Tnis Agrecnent ontered into this miﬁ‘ZA day of __Iev.
1650, by and bobtween TODD M. PRPTIGRIG and THOWAS . DOSH%LL,
718 First Nabtional BDank Dldag., ballag, Texas and TIC G, LOWRY
of Hckert, istorson & Lemming, 135 So, Ialalle Streot, Chicago
{5), 1llinois {(horeln at times colleotively referred to as-
“Uperagor"), as parties of tha first part and STAMLEY J. TEVE, : .
A Tark totor Sales Company, 15000 Woodward Avenue, Detrolt, E -
Mlehigan, DAVID G. PAIRD, 65 Broadway, Yew York 6, lew York,
WILLIAY 1l COLVIN, Jik., 405 Lexlngton Avenue, liew York 17,
New York, WILLIAYM P. SNYDER, JR,, lonvy W. Oliver BLldg,,
Pittsburgin, Pennuylvanla, [AERRY SCARBCROVCH, ¥Wirst Hational
Bank Bldg., Chloago, Tllinois, L., K. SIDLTY, % ¥M-G«M Studio,
Culver City, Californpla, MYROI S. FOX j5 =Gl Studio, Culver
City, Callrfornia, LOUIS B, VAYHR, Trugstee for 3uzanne Mayer,
% li=Gell Studio, Culver City, Californie, T.ORIA VAYER, % MeGeM
3tudio, Culvor Clity, California, DORE SéHARY, 7 ¥=G=2 Studlo,
Culver City, California, NENSAUIN TUIAU, 7 V-CG«¥ Studlo, Culver
City, California, HOUARD YTRICKLIRG, % M=0<M Studlo, Culver City,
California, WILLIAY GOuTZ, % Unlverzal-International Plotures,
Universal City, Callfornia,

{herein av times referred to collectively as "MNon-Operators®
and severally as "kon-Operator"), as parties of the second part,

HITEESsBTY

The partles of the second part heretofore have acgulired
undivided oco-ownership interests, in the respective percents
ages sot forth below, in the Lotal lensehold working interests
covered by the oll, gas and minsral leasce(s) doscribed in the
schiedule hereto atbached, marked "Exhibit AY and by thia re-
fererce made a part horoof., The parties of the sescond part
may heroaftar acqguire undivided co-ownership interests, in
gald reaespective percentages, in the total leaschold working
interests coversd by other oll, gas and mineral leasen; and
any such undivided coe-ownershlp interasts hereaftor acquired
giiall hereby be deemed Ilnciluded In the lessehold estute here=-
in referred Yo with llke effoot as though the 0l), gas and
minsral leaseg to which they relate ware desoribed in gald
Exhivlt A® hioretov; and the prosent oy any future Gperator’
s hereby authorized and ompovierod, in the names and on be~
half of the partios of ths sacond part, to execute such sup-
pienient to this Agreerent as nay be recessary or appropriate
to oconfirm the inolusion of such after-ncguired interssts in
the leaschiold satato, The sum of suech ceo-ownership interosts
is at tlnea rpaferred to horeln as "the lcaselold esatate", and
the land(s) covered by ¢=id leagos(s) an "tho leased premises.”

The aforementlionad coe-ownersiiv interests row are indive
idually hold and owned by the parties of the second navt, as
fellows:

dtanley J. Tope =« 3/8ths, David ¢, Baird - 1/8th
#illiam H,. Colvine 1/16th, Willian P, Snyder, Jr, -1/16th
lenry Searborouglhe 1/16th, L. I, Sidicy - i/ﬁznd

Myron 3, Fox - 1/32rd, Louis ', Yayer = 1432nd
Lorenra layer - 1/42rd, Dore Schary - - 1/166h
Banjsmin Thau - 1/3682nd, Vouward Strickling -1/32nd

Villiaie Gostz <« 1/166h




The parties of the second part hwmve agresd toalb thelr
reapectivo co-ownershily intercsts aforesaid shall be subject
to thisg agroeoment, o nd that tho lonsed nresises shiall bo ex-
plored, developed, cainbained m«d operated in aceovderco with
tiho provisions hereof,

Fowvi, therefors, In consideration of Lho»\veniqes and the
nutual apreeconts hoereln corndaired, the partieg lisreto have agreed
ag follows:

Bection 1. Inlerests of tne rartios: The resrective oo~
‘ownership intaraats nereunder individually beld and ownsd by the
partics of the socond part are 8s uforesaida Subject to the
provisions of sSection 13 hereof,:such parties shall own tho same
raspeotive‘intarnsts irn the 0ii, gas and othor minerals produced
from the leasad »nremises, and shall bear and ray In like propore
tions the costs, exuenseo and 1iabillties dncurred in the ex-
p]orablon,,dsvolopmenb ovoration and manintenance of said pre-
misog, which ars proparly chargeable o the joint account hero=
under.

flection 2, - Ogerator: The Oporator nersunder, subject to
the terms and provislons of this agroocert and the limitations,
horein stated, shall have exclusive charge and control of the ex-
ploration, developﬂent operation; maintenance and management of -
the loased rremisos, and of the joint account proporty and equip«~
wont thereon and of 21) jolint aecount wells thoreon. Suoh Opere. ‘ :
ator phall poerform and carrj on such dutjcs ib accordaanco with
zood oil and gas rleld practices, in ths interest of Non~Opera-
tors and as an ordinarily nrudsnt epc"ﬂfﬂu, but shall- have no
responslblliity whatever to lone-Operators for errors of judgaent,
On notice to any Operator hereunder given at any time by Non-
Opoeretora owning or helding 65 psr sant, or move, of tho loase-
hold estate, or tholr nomlnee such Ooerator may ve removed,
and a new Operator appointed bJ the Lonnorerator atving sucn
notice of removal,

So long as Todd M. rettigrow, Thomas W. Doswell and Tim
G, Lowry are the Operators horsunder:

(¢} Operators Fettigrew and Doswell shall have exoclusive
authority and obligation as authorized hareunder with
respect to all Cield operations and Gpsrator Lovry
shall have no responsibllity with respect tlereto
provided,; however, that Tettigrow arnd Doswell shail
not execute any drillinrg or other contracta rolabing
to tho leaged premises until the samc Bave besen appe 4
roved by Lowry,

(b) Operator lLowry shall have exoclusive auvthority and <
obligation with respect to keeping books of account,
aaking calls upen the lon-Uperators for Jfunds and
recaeiving and disbursirg the same, providad, lowevar,
that Lowry shall maka no dlsbursements for involces
for materials or servicos until the same hnve bveen
approved by either Pattiprew or Noswell,

{e¢) Prettigrew ard Doswell shall be relmbursed by the
doint aceount for his necessary axpensoes (for wnich
ho shall submit aonthly statemonts) bBut Loccive
nothirg for nis versonal soervices,

(4} lowry shall ne relsboerssd vy the jolnt aceount for
nis necessary expenscz and rea sorablo coapengation
for nis services, for which he shall sub =1t monthly
utubehérts. : ‘




Seobion 3. Rentals arcd Royaléles: lentals and rosultioq
which may becows due and rayable under the loage(s) doscriloed
herein, asnd in respect of whioh provision for payment thersof
has not otherwisc been nado, snall be pudd by Operator and
charged to tho Joint account, Oporator sivl) oexorclse dille
gence in rospgot of such paymsnta whern due, dbubt shall not be
liabvle to lion~Onerators Yor unavoidable or ”hir OHLIOYdl rTail-
ure in reguvect thoroofl,

Ko Ton-Operator shiall} bo in any wnay relaased o vellieved
from bearins such lon-oparatorty prOpOPEiONHtﬁ share of rentals
and royaltios axcept that shovld the other Mon-Cperators, or

any of t}ﬂO(ﬂ, apres to ray-sueh non —l\!)_'lfirp I\Or}-()porﬂzz)rl sald
-share against assipgnmoant to tho paving lion-Operator or ohe =

Operators of such non-nav ng Fon-Onervantor's intersst in the
loassd premises then, on payrent by bhe -aying § -Oporator or-

- Non~Onerators of-such nonepaying Ron=-Oneratorts sald share, such
& b o ]

non-payling Non-Operator is herohy releaced of a1l oblipation in
respeet thereof,

Seotion 4, Exploration and Developnent: When and as None
Operators owning 51 per cent of the leasenold estate shall not-
ify Oporator in writing of the decision of such Non-Operators
to drill the Initial test well On the loeased wremised, Opora-
tor shuall undertake and carry oul such operation for the Joint
account and at the joint cxvensas of ull the Non~Opsrators,

Subject to the immediately precedin: paragrap’, 10 well
snall be drillsd, nor shall ony overatlons for dec: ning, re=-
working or raoomo*eujng any w01l 1k the saue or a d*fferent
horizon be’underhaYQn, by the Operator or any Non-Opecrator on
the leassd premises at jolint oxpense or for tﬁe Joinb aooount,

_prior to or aftor the dascovery of o0il or gas in nayirg quane=
tities on the leased premises, withott tho consent in writing

of nll Non-Uperators, except that Uperator without consent may
drill. for the joint account: any wall on the leassd premises
requirod to offset or prevent drainnﬂn {herein cﬂ.".le'=| an "off-
get well") by any well located on n luase which has a copymon
boundary line or corner with the leasocd prenisos, or any obe
ligatory well which forns the consideraticn for the acquisition
of tihs leased promises,

If any Ion»Onorator erior to or after tho déscovery of
oil or gss 1in pvaying quvnbitios on the leased premises, de«
cides to cornduct any drilline, reworking, ov reconpiﬂtion oper-
ations, not othorzise hereinbafore provided for, such None
Operator shnall) “'vo to all the other Ion-Onerators written

-notloe of such gecision, including the nature and proposed

locabion of tho" “vperation, the nroposed denthh of completion
or reconmpletion, and a debniled estizate of tie cost thereof,
and shall,furnish Orperator with 2 copy of such novioce,

if all onhie othor Ion~003rador" witnin 30 Quys aftser aveh
notice to then, eclect to }articLyute in sueh Oporation, the
cperatious propssed ghall bs undertaken and ca*rled oubt by
Operator for the joint account and at the Joint expense of all
tiio Non«Opsratorg, The fajllure of anry Hon-Operaloy to zive &
notice pursuant to tho succoeding parsgraphi hiereof shall bo
construed as an uncouditional slection to rarticloote in tho
operation, ' -

Any kon=Operator, electing, by written notice to Cperator
within gaid 30 day poeriod, not Lo participate in such operation,
hereby agroes that the furtlcinatlr Pen-Oporators nereby bee
come antitled Lo receive, and, if any acbion on tie part of
such non-uarticirating Kon-Cperabtor §s reguired in conncetion




_8bances but wvwhieh in no ovent shall ouog

“tharowith, sueh nonevartieipating hon-Ogerator will do and DO

fori sueh acts and btidlngs as ahall enablo sueh parbledvating-

Lon=Oparators to recsive, in rosgootive prOportionu equiqalent
to tho respoctiveo proportions of the tobtal costs, expenses and
liabilitios borne and pald by cach of thos in respoct of such

opuration, ali production, and proccods tnerelrom, aceralng

to sucil non-participating Por-Uperator's irtorsesat in the pro-

duction from the woll in reu;oot to which stich noneparticipae-
tlon relabes, untlil such particlpating ilon-Cporators shall

have roceived Tron such intersst (L) produetion having a value

currontly os produced, or proceads, oajuivalait ir tho aggregate
to tihrea (o, tiuos axn “mount cquaal to Lhe proportionate part of
8ll costs, expensos ard liabilitios incurred in such operation

vhic would have-vean borne and pald by sueh ron-~participating

}on-OpvruLor if gueh Mor-Operator had "r"LiOLpntod thoerein,

Y u.'\.n._s.,l sUCh lujm"ilb.LCl“ﬂ'D ing FKon=Uperator's prro rata P'&I‘t

of the oberatirq und maintcnance cost and oxperiges of such

well durling the period required to effect payment of the

amount such purticipating FWon-Uperators are ertitled to ro-

- ¢elve under the sbove clause (i). If and whenever such parte

joipating Non-Operators shall have received such aumounts duo,
sueh well and all equipment bthorein ashnll siacreunon be and Le=-
gons o joint account woll and preopecty, and such non-vrartioi«
pating lon-Opsrator shall thereaiter recaeive such Non-Oporator's
intereat in production ard proceeds f{rom such well ard own quoh
Yon-Operator's intoerest in such "ulp'crt.

Operatvor, promptly on recuipt thereol’, shall furnish the
olier Lon~0peratdors witihh ¢copriazs of any sueh non= yu‘uibiyut4uu
notlice, and ahuall undertake ard carry oulb tiie proposod operas
tion w“on and aa instructed so to do by the paruicipatinp Jione.
Operators, and charge their roonectlve accounte proportionate«~
ly as dlraected.

Sesction 8. MNarrebing of Production: ach Non~Operator
at any tlme and from time to tino shall have the right, and
saci RoneCporator herounder hereby reserves the right to take
and receive in kind guch hou«Operator'" aforesald share of the
oil, gas or other hydrocarbong in plece or produccd anrd saved
from the leesed premises, or personally to sell, or direct the
agale of, the same for such Non-Operator's berefib. At such
tiries ag such Non~Operator ddcs nol elther take such Rene
Operator's aforegaid share o¢f the oil, gas o3 obher hydro-
carbons produced ard saved Trom the lecsed premiseos in kind,
or pargonally sell, or direct the sale cf, same, Lihen Operator

48 hereby autherized to sell, and snall sell, the same, sub-

Jeet to revocation of such avthority at will upon written
notlce by such Fon-Opcrator to Operator, to & finanelally re-
Sponsible pureliager selocted by Operator on terms thet are, in
the opinion of Oprerator, the most fzvorzable that are obtaline
able, provided, however, that Cterator shall nako no contraot
of sale in respect thereof which will exterd for a period of
time longer than s recasonable pericd of tire which is consiste
SRt with Uhe minimum needs of the industry under the circumn-

Loshinl) sucesd gon {1 ysar, Saeh
Lon-Operator, upon reguest of CGperator, shall exocubte and
deliver any and 21} division orders ngcassary or aprropriate
for the offectuation of such sales by Oanﬂatn*

Any kon-Oporator, e]ecbiyg to taks such Non-Operatorts
aforeasid share of the oil, pas or othior hydrocarbons produced
ana srved from the leansed or emlges in kind, shinll furpish, at
tae sole expenge of such lon-Operator, sucii facilities as may
be necssgaly Lo offect divisior and “uadure)oﬂb of, and to ree
colve, thz succ on or bveflo re the date fixed in sueh Ion=Opora-
tort's notics (o (perator upor which delivery ip kind is Co be




coriglrged, and £:all beur 2ll oxtra experse incuired by Opsras-
tor Ln rakling gueh dolivery.

Tno Covepolng right in any (one-Gporator to take iIn king
mny not be oxercised oy onjored by sueh MNon-unerator if and
when noach Lon=Oporator is or beconss Arn defavlt in voscact
of wxy guyuuuts o axounta owned by such Hor~Oporator underx
iy aprec.oent, avd wien and while auch defaald sxisbs Oporss

tor aay docline or coase noking deliveries to or foxr the

5 count o' such For-QOporator of such lon-Oporator's aforesald

share of the production In question,

Should any K n-Opaerator, exercising auch right to tuke in
rind, fall Lo furnich “whslwtlos or nob taks delivery on the
duta fixed in thoe above notice to Cpoerator, then such notice

shall be vold and o' no effact,

3ection 6., Conbtracts and Jervices: All wells drillsed on
the lensed premises for the'jhint account, including all faolle-
ities and installations for shoring, hqrulinh ard transporting
production in oconnection it predueling, saving and marketing
the same, shall be drilled or inatalled on a competitlve oone
tract bdais, or at orices and upon torns approved by Grerator
ard all of the Han-Operators, ir any jisp~0Onerator shall not
sbate in weiting to Operator within (10} Sensdays such Hone
Cporator's disapproval of prices or terws stuted to. such None
overator by Operator for such onpavabions or inastallation
ra: pGGtLV01 , {when not on a competitive contract basls, ? 1%
shiall bo conclusively presumed tiat such llon-Operator approved
the sano,

If Operator undertakes to perfora any sueh work or gserve
ices for the Joint acoount oy furnishies any of Operator's
racilities In connoetion therewith, Operator sh nel) rorform such

work snd servicos as a lndepondent oontractor and for a consid-
erxbl on and,upon the same terms generally prevailing for llke
viork and gervices ln the area, and shall furnish such facilite
ios on the basis of thelr reasonsble rental value,

Soeotion 7, Afcoountlns, Bllling, Yayment and sdvances:
Operator shall Llncur for and churge to the Jjoint account of all
the Hon=Operators intorested Jin tho lessed prenlues, as authore
ized hereunder, all costs, expenses and. liebilities incident
to drilling, testing, equipplng, completing, abandoning and
galvaging paterial fron, the Joint acoount wells drilled on
the loasoed oremioses, or tncu rod in connocetion with reworking,
deoponing or re-completing oporations, or in acquiring, orecte
irg and Installing all pronerty, structures, rqatihering lines,
tanks, treatlng, measuylng anrd othor LdCtlibios anéd egquipment
necesgary to opsrate and mairtain sach wells and carry on such
operations and %o proauce. save apd pmarkeb tﬁn vroduction therece
mron vy G{‘.!.lVG.{’ Lo bhe purghnser ir the £inld uI‘ from the
lenase Lanks‘““q"eevcr sl tuated, Operator 0*“3] lso charge
to seeh Joint account 21l btheor costs, NXPENSE zyu 1jabi}ities
avthorized to be ineurrecé hersundey in connectiorn wit: the
leancd ureniges or thoe leaschold irtereosto, Sueh ¢harges to
the joint acecount and cattors releting to the accournting pro-
cedure hotweon Onerator and Yor-Oreralors o =1} Ve poverned
by the provigions nereol and of tLue AQCOhrb’rg'Proceduro hore~
Lo attached, rurkad "Nxhibit By nrd by (his referonce nade a

xart h*"cat' alu, excent as othareise ﬁlQViQGd uﬁrear, billing
hy Oporator ard ru"went by MorneOperators shall also boe roverned
by the avu]i(wd:-= provisions of said Vihibit 1. )

-

Lxeept witn regvect to costs, cxperses and licbilitles
authorizced to bs incurred hareunder ag provided in tha fore-




%

poing puvamrnph and in ovvar gocblon? navool, gporabor ol
ot ineur for or crarss Lo the joind account contbs, er.ponses

or 1iablliblies in connoctiok wibh &ny gincle ~rojsct, O jten
of cailval irvestnenb, in excess oF wive Thonsnnd ($5,000.00)
Dollars, without tne written consent of oNe” Eon-Opcrntor.first
obbalred. 1f, howevel, a 9rojact or tnvastoant is S0 unproved,
oneratol oy Ancuy and eaarne to the joint aecount L costs,

e ponses and yiability tncident O such projoct, investment

ox gparablon pithoul furbaner nppravnl belrn ronuirods

out of bthe collactlons fron Fone0narabors 1.apeundor, Obors
ator shall pay all costs; eXpongcy and 1iabilities ineurred -
for the joinb accounts

operatol may ab any time apd Trom b0 5o time requlre
gach ton-0poralor to pay in advance suen Hon—Operator‘s pro=
portionabe part of sabinabed gxpendibures nereunder for coats,
expenses and 1iacilitics jpeuvrrod in connection with operations
on, anrd oonstruction'of raslilities and acqulsition of eguiyp-
wont for or used in onarabing, tne loascd rronises for the joint

3 -

v

acoount, bY making written request TOF such advanee gaymenb_
(stating-the date bae oxpsndituré ja to be mado, sueh veques’
to be made ab Leausb twonby (20) days prior 50 snch gbtated exe
penditnro date.) rach Non—Operator nereby aprees Lo nay Yo
pporator the amounb reauesbad a% loast {ive (p) Qays vofore

the date toé expenditure ig to ho mads, and i gueh payment

ta nob S0 aqade bhe ariount pheradl, oF any unnaid halanoe, ghall
poar and stech ﬂonaspcvﬁter-shall ray interest at the rage of

A

gix (u7) per cont par anpnoa unbil padQe. Ad fnstmants petieen
i e ) A

egtivntes and actual ogpondibures shall be nade DY Operator ana
the respeciive ascounks shall Le ad justoed accordingiy nonthlys

ggekion Be Tnspection of Becords and_Opsrotionss Kaoch

Ton-Operator, ang such HonwOporator’s rep coentatives, anhall
have the right ab 21l peasorable times Yo jnspaeth and. audlt
Opcraior's hooks, rocords end involoen portaining to any mab-
ger of pcccunbing OF obherwisge in respect of the 1agaged pre«
mises oy Lhe joint accounbe .
Fach TioneOporatol, ard sueh Non4ﬁperatcr'& reprosonbatives,
ghall, ab such“non—Operator's and thoir risk, be entitled ©O
acoons to the 1ean6d premiseu and all propervy reld ov uged in
connaction thorewith, bLO the wells which are belnd arilled, re-
worked NY produced thereon and zo the logs nnd arilling, pro~
duotion and other records.perbaining thereto, rach non-0pexra=
tor shall &lso have the right 4o rerelive, Gelivered LO guoh
Non-Oparator's representutive at the well, gamples of all
cores and cuttings of sofficiont alze Lo b©O of laboratory
value, And copies of all sehlurberger apd other electrioql
1068, end of veporbs on any arc n11l testz roy on anv 2clloe

ncﬁtic§~9! 1£§urancez Gfarator ot all Bines during the
arilline and/or peratich of tho lemsed nrenl 68d ghall carry
and rainbalin iy offect the followling inaurancezapplicabla to
#1ll operations conducted under this agree;ent, axcept bLO tho
extont thab, uwLor recormondation of the Oparastol, 2ll 1On=
operatols ghall approve Lo aliniration OF ~odifica

apy suteh fnsurences :

cr
ps
Q
e
=
O
]

Y. ovkrents ,om;ensation erger thoe 1aws of U16 state
of

e, ubllc yiabil ity and 1r:;crty PLE sith limlte of
pot Less Lhan @100,000/;200,000 and 100,000,

!
!

3, sutomobile Liabiliby TRSUrance, sioh limits of %lO0,000/u




200 000{ and autonobile 1 ro: ortv Bane Insurance,

with linmit of 10,000,

4, Ouwner's Coptircont ar 'r7toc*%vu,Liability, vith
1imits of not less bian 25,200/ °55,000,

5 Wire Irnsuranco oh tho acbual value of tho installne
tiors ard personal nronerty stbiect to firve loss,

6. indstovm, Tornado, ete,., with limits of the actual
value of E ie inatallations and »arsonal sroparby
subjoeelh Lo the joint account,

All othor insuvarnce puvehised sisll be subjicet to the prior
approvael of Non-Opar at s,  Ogorabor shiall submit to a naned
nomines of lon-Operators osrbificatos of insurance in evidence
of the abova coveruaze, OSuch cortificatos shall s"acify that in
avent of onncellation or watorial chabhpe lP oovera e, at loast
ten (10) days? prior noticoe will be given snid nominea of None
Oparators,

2]

't

Sestion 10. Taxgs: Unlossy otherwise arranged, each lgne.
Operator ghall render for Saxation -such Ion~0por1tor‘s interest
in the lease(s) and pay such HoneOperator's own taxes, and
Operator shall have no res ponsibilit" with respect thereto,
Operator alwll, however, pay anhda charpge to the joinb account

il production, sovoranoeo, gathoring and otlhoyw i <6 Laxes,

bection 11. Lisn: Operator shall have, and hersbvy is
oxpressly granted, a iTen unon the intereats of oaeh Hon~Opera-
tor in the loase(a) hereof, and in tha wells, equipmont, pros
duction, proceeods f{roa aroduotion and othow nvoverty relating
to or used ir connection witil she operations on tho leoased
promizes, Lo gecuro to Operabor all suan wihlch ary bocome due
and ownlng by such lon~Operator undor this arreeront. Such
llon nay bheo eni'orced by Nperator in thsnﬂa“o GARORCET Qg any
other X ortua"n 13cn, and sueh resedy, as vwekl -as any obihor
Pight and rosiod 1y of Operator hereunder, shall ve in addf tion
to, and not in Limitation of, »1l other rights and remedies
which Oporator nay have or eviov under the termy hereof or
otnerwise, ut or in equliby. -

|-
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As further socurity for the sums whiich may becone duc and
vwiing hereunder 65 Onarator, osgch Fon—Operai or Lareby tranafors:
and assigns to Onervabor quc‘ Hon-Crervatorts interest in the oll,
gas and otﬁoL ivd carbons prodtcndvfron the laensed nremises
and the proceeds accruing to such interest,

o purchassy o eth;r pergon, fiws op corporailon pur-
obaning, simr_i.nJg }ardlln,, transporting or otherwige dealing
vith tho production fros thio leased premises shall be required
to take notice of, or incur, any llability to CGperator on
acgount of such lien or the us‘ignmdﬁt of '“on‘ction &I proe
ccedy ierein ‘aﬁc, ialéif and nnbil Operutor shall have given

rotice in writiv sucn purchuser or other persen; firm or
001“0"”tl0? suortixf that @ Jon-Operator interssted in the
leused prem.sen bLiug fellsd to pay tie anounts due Ly steh None
Operator hereunder, Upon rcec pt o sueil potice, stueh purs=
chager 0r other yerson, firm or corporation shall be authorizsd
Lo pay over bto Oprerabor bie proeeads due ond rayable on the
interest of the Yon-Ozerstor paed ir such lobiceen ir productinn
from the leesed prerdscs, without obliratior to loos o the
apvlication thereof By sech Crerator, ond tho recoipt of
Operctor shell be full acuuittance ard discharse of the amounts
80 paid. '



e

Seetion 13. Surrender and Abandonuent of Leusoes and
wollg: If any lon-Operator aoctorainey to surrender or abandon
thu 10 Joaso(s) coverod noreby, or any oi' them, or any produsiig
well which laas ceased to produco, or in such “wn-&pcrator'
opinion is not producing in paying < awnLJ*jv 1, otich Ton-Opor-
abtor stall notify in wreliting all tire other 1 on=Operators of
auch declgion., 1ach Len-Gporatoy rocuiving steh notice shnll
have firtesn (186) daye witilu whieh to elect by nobice in ‘
writing delivered to tre Yon-Operator lvirg notice of gurrend-

‘o or-abandonmant vhother such '~"~hn@vﬂfnv 111 join thereln
or will n¢cept uwssigroert of sich Tsw~o(q) or take over such
well, I all the otherv XOD~OUFPubOP desire to acceprt suoh
assionment-thoy ashell acquire respective irterests in the ine
terest assigrned proportiorate to thelsy aforvcsnid reagpective
CO=DWNOIE }tn interssts in the lewsshold estete., If the
acceorting Non-Operafors ba lesz than all of the other llon-Opere
atars, bhgv ,1b11 nequire equal provortions in the inberest

assignoed, unlhuu othervise agreed botveoen ther, If any lon-
Operator receiving notice of surrcpder o abandcnment falls
so Lo notify the Fon-O rerator giving such notice, such Fon-
Operator sihull bo cunclusivcly deened to have elected to joln
in sueh surrerder or abandonment,

If all the Non«Operabtorg elect to join in sueh surrender
¢ abandoument, such lease(s) or well, as the case asy be,
shall be surrcvdorod and abandonsd, ard Operator shell condeae
vor t¢ remove anrd recover all uﬁlVF?C&DlG meberials and egulpe-
ment on op-used in connection with such lease(s) or well.

The Loregolny ua<¢gxncxt «noll trancsler and assign all
interest in tho iecacl(s) and in the oquipnent tnaraon, or,
i{ only in regpect of a woll, shall transfer and assign all
interest in such well, the hroduction thierefrom and the equlpe
nent therein, and the 1enae( 1). ineofar as the same cover oil
and oll rjghts in ard undor a tract of “'rt) {40) wores around
the well, and gas and gas rights ir and undel a tract of three
hundred Lwentv (320) acres, similasrly located, or in and under
auch tract 28 accords with the well sluoiv patterr in the field
if it be different than said 40 acre and 380 acre units respecte
fvely.

Agalirat sueh assignrent, the ss sivljvn Irr-Opcrator shiall
be relicved from all oblipetions therenfter (but not theretow-
fore) acerulns tnder this apreerant ir.d,u;ect oi' the interest
assipred,

Section 13, ABsg jgnmort anpd vartition: Any Ior¢0perator 1
may sell, btranster, assign or rortgage all or any part of such ‘
Non~0parahor ntorebﬁ in the loese(s) covered noreby. If
more than one lesse is coverad hersby ard (e sellirg 1. n-0Opoere
ator solls, brALOLorJ, assigns or cortansms less buan uuch
Non-Opcretor's entire interest 1r all the leases covered hereby,
the interest go disposed of siull Le o uniform undivided inber«
est in a)l the leagan covered hereby, Lach sale, transfer or
~assigpaient shall s made subicet bo thia apreerent, and the
purchasaer, btransferee or assipnee shrll ussuns 33l the obligas
tions of this agreoccent ane shall be rc-"onsjble for snd bear,
ag & co-owner 1rd Non-Operator bereundes, suci: party's propor-
tionote part of «ll costa, sipelrrses andg liabilitics chargeable
and chaeszed to the jolint anooutt hereundar, ‘

For the nurpuases of thig provisioen, the rurchaser of ine
terests in the lezscg at o foreclosure ov oth=r gale shrough
court process .lvill be eonuldered a purcehascer, transferee and
assipnus, but L Trustos undar a Nortaose and Deed of Yrust
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ghall not Lo vequlred bo agsuie or undertaxo suen oblisations
unless and untll such Tragtse shd ) fwwve acoulrad such interasys

‘on a snle thereol upon Yersclosure,

Durirr tiie bhoxi of bhiis asrec ort no oovty ovabo anall
nave Lhe richt Lo cooetition, by anle oo obtiordoee, Lhe lauwe(s)
goveored nor‘bo, o Lhe area goverod by sach Lsosolus) ) crovided
that a sgle, bLrausior, assirnoert or anrt g, sade osubjieet bto
this agroorort d ip accordarce with 1ts Lol g, o 41l of &
party's inkercat o btho lease(s) covoersd heraby, or af AR Unhe-
divided porvtion thareod bhrovushoub he sune, siiall nobt bho deons
ad o ‘"rbiownr

 Section 14. lagponsibllity of rartios: Tt is the exe
press plurpose and irtention or tho ?Jyhgau hareto that thelir
owngrahiy in ths leage{s) covered horely and in the 10330&
presiges shiall be as Csnants in common ard it ig rot the pure
pose or intention of Lhis insktrument ts create, and the same
shall navar be construed as cresting a parbne rship or othar
relationship whoroby any varty horeto shnll bo hala for the acts,
altihher of oniat*on or econrrigsion, of nj sarty opr perties horee
under. :

Section 15, Yorce l'ajeure uand Rezuklatov: Hodlgs: I any
narty hereto is rendeved unahle, ”hollx or in nary, by Lforce
majeure or any othodr cause of any kind nob aqsu“\bl within
guch partyts uontrol to perform cr conilv with ony obli ratlon
or provislon of ﬁuib agx anenb, ason giving notlco uand reason-
ably full narticulars bo tho obhwer parties narato, such obli-
pgation or provision shall boe suopendsd during tho continuance
of Uhe Jnability ao caused, and such party shall be relieved
of liakility and shall uffer no prajudice for {alilure 4o peore
form the same during such pericd; providesd, tie obligation to
cake payeaents btier due, or wiich may bhacume due, hereunder
3hall not be suspanded, und the causn of suspoenglion sinll be
roqacdied so f'ar as p083ible with rFoasonable djv“utod.

This apgreement snall bo subjeoct Lo and the partlos horste
ahnll eomply witn all Tederal and 8tabe Laus, and all vallad
ordera, rulos, rogulations and divectlons of any 4nly consti-
buted authority having Juvisdictlon in she nramigea,

Jeotion 16, Title: Tn the evant of losy or Talluro of
titlo Lo the leane({3] coverad hareby, recsonaibility of each
party horaeto ;rterested in sueh 1le asa(s) shall be geveral, and
not Joint, ard z2hall be liclted to the production or »rocoeds
aoccruing to such narty®s interast theraein and the royalties
attributadble thereto,

[ o
3 ofF ssgtion

Section 17, Torm: Subjsct to Bhe urav Se¥:
L VR n 111 foroe

numbeged 12 nereol, this agrazasrt .
and affect for ard durirg bthe terms of the leass verad hereby,
or tie term of the last of Gho lzazos eosvered voreby, urd fer
thie fall bern of any rcra;als or extarslons of saas, whaother
by croductlon or otiierwisa,

‘'sotion 18. Jotices: Any notics, reaucat, desand
gbaberent,bill or otier comsunicaiicn ;*;.,,Jd £5r in tnls
agreoment =ozll be in weibing, aud 2ozl bHo "ad Lo ave beon
glven or delivered on tiwe uay;mailed it 1luoed {r. o postpaid
ernvelore art deposited 1: s oUnibed. jtakea i, first elaoss,
direated (untl) changsd by writbsi nobica Lo thwe sthers), i
atdressse Lo L ‘uurxtor i yollows:

in-cano o) Sgrrators lebbtiprss and bogwell,
718 Firsbt datioral Dank Bulldirng ’
Bullas, Texus; wid
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lllim C‘r » T-O':.‘.".['y » l:jb
135 South lasalle Dtreet
Culcago 3, Illinois;

and, if addressvd to any l'on=Op=rutor, at L addross listed in
tua ovening varagrayh hcreof, or abt stell slher address asg the
hon=0perator siull lodge fron tire to blme wlti tic Lparltorq.

Joction 19. arbitration: Any controversy arisins here-
under btoetweon Cparotor and Ron-Oporators, oo bobuean Crerator
and any lon-Operator, or bebween indlividual Lvu«c)eratars shall
be pubaltiod to avbitratisn by o board of threel{d) arnltrators
upon the wrilten regurest of the - party, or parties, rexueqting
arbitration, which roctest shell name one (1) srbitrator.

The vorty, or rartiles, recelvirg sueh reguast snall,
within ten (103 dayy i sreafter, by writter notice to Lna
other, or otiers, conenirned rame the second arbitrator, or
failing so to-do* tre seeund arbltrator shall bo ﬂmpolnted
by the judgs senior in service of the United itates District
Court for the Saotuthern ‘11 trict of Texas upon reguest of the
party, or parties, 1LStituLiﬁﬁ arbitration hereunder,

The two (2) arbitrators so nupointed shall name the
third, or fsilinrg so to do within ten (10) days after suvpointe
izerib of the socond arbitreator, tho thibd arbitrator may be
appointed by saild gsenplor judne uporn rouucat of any party to

thia arbitration.

A8 regards natbtsrs concevning accounts or acgounding
hersunaoer, tic arbltrators arpointed shall Lo independong ,
certified public accountants who practice o031 and gus accounbe
aAncy. ‘

The axrvilbrators 8o appointed QRHLZ'pzo iphly hezar and
detornine, by the concurrence of 'at loast.a ;afosltv of them,
bne matter or matberd ir dispute, .fte“ writton notlee to the'
parties concerned of the tilme and place of the hearing, at
which each parpy siall be exntitled to be hward, and shall
rondeol thoir writton declision witiiln sixby (605 days aiter
the appointuent of Lihio bhird -v'hjLL bor,

If within sald period a decision is not iondersad by
the Board, oxr a majority tLhoreof, such aerd-ﬁj arhitration
shall eeuse and determine wit;oat prejudice to tho right of
any party thereto to urocred naw horounder for arbitration
of the same matber or matters in disgoute,

The dscision of thc arbiteators, or of z najority
thereof, shnll be final and bivding upor thn pusrties Lo the
arbitration aa 65 bhe ~atter, or matbers, subaitted hareunder
for arbitration, and such ;nruics, and eacia of thes, shall
abide by ard cam:lj with sueh decision {ag to tho hf‘ﬂnt of
monay awuardyg or osthor 159), and Jodganent iy he ovtbe ﬂd on
aaeih docligion in any court havine ]urlruicti:n.

Yhe sxpersag of arbitration; ircludir: reasorable come
pengation to tha arbitrators, shiall be Torne or gnared as tne
¢ocisior of the arvitratocs: stall direel,

sectioh 20, iartlies nnd Cuecos

al

org ir Inbterssts The
btormg, provislous and conditions of tiils asrss .ant oiall extend
to, be binding toon and inure Bo b basnefit of, tus rarties
noreto, Lielr ncirs, execubors, adidnistrators, successors ard
gsiens, wieobler by operation of law or otheorvise, and shall
constitate a coveran{ runrin: with the lands and leasenold
agtates covored Lloreby.,.

ol

C‘ e £y}




Soection 2i. Nxocubtlon in Counrtorpnrtg:

It ia oort¢xplutod tiab tils agrosseut ray ho OAQOuLed in
nmscous counterparcts and that ne onc copy necd have tho algs-
raturen of 111 Non=Cperateors so lopg ooy 4ll Non=-Grorators slgn
at least one counbtervart orlginal thol is nlue slined by Lhe
Onarator. g

e

lrned, seoaled dnd ac ]1V!P3d aa of Lie day and year
first abovo wribt - : o .

.\(_31'11_
THOU LD e DELW l’x.-l :
TCDD ? [y ‘L ‘:TT}.G(\ hIy ﬂnd.
TIC. TLOVRY, Overators,

by - (SEAL)

11 4
S (.!Jiln )




STAT: ()F
CounY OF
] a notary

I}efol.a ’10 - -—‘--MM—MM"‘-——"" -.
o Councy and Stats TFaresaia, on this day

publie in ana for
perscenally appeursd e ’
pe ope o) the 31303 iTaan anas are Gubscrivod
acknow;adged_to me bhrab ho

<

and
eonsid

wnown LO me- o
PoOBesH ard

to tio {foresoint:
owmumdtmzmme
exprasacd.

insbrument
: erstlon therein

for the ph

Gghvoen under oy hand ono seal of sffice thds

AeDe 19 .

day of .

—

.
TublL 10, counsy,

wobary *

jonh explroes _

Ly Gomalus
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GCLEDUIT GF LBASIICYD SuiaL

011 and gag lease o. =201 froa the state of Rew Mexico

to Levi A. furnes dated ay B, 1845, in 0 far as sald leasse

|
?
1
|
|
t
:
} , ‘ : ‘ ) 30C., TWDe Rangc Aorés

covers the follbwing land innxip'ﬂrriba County, Few Voxico:
9 Sil=1/4 16 261 W 160
Siel/4 , 2 26N ow 160
Rel/2 and H=l/2 of §U=l/4 2 261 6y 400
S=1/2 of N=1/2 and 5E-1/4 16 . 20u 5% 320

aubject to overriding royalty of five per cont {55 o




AUt T O 0L RATORS

_ whoreas undor the terms of that certaln Operating
Agreonont datod Narch 15, 1u8l, betueon TNodd e Fobtblorow
and Thomas . Doswell, ard Tim G. Jowry, as Cperators, desig--
nated collectivoly ag “Oporator", and Charloes ¥. Zovter % Co.,
Sylvester W, Muldownoy, bavid ¢, Bailrd, Thoodore 3, “atson,
Pilip Nash, wWilllam Y, Colvin, llenry Scarborough, ard Erio
3. Yorse, as rop-fparators, it 1g nrovided that the Noh-Oper-
ators hoidiug or owning sixty fivo por oent {(657) or nore of
tiio leagehold estate coveroed by sald Opnratlins Apressont nay
remove the Operator and desipnate n now Onarator, and

sliereas TICNAS ¥W. DOSWELL dled on- Auzust 20, 19¢d1
and the Mon~Operatorg wish to desipnate a new Operator; and
“hereas the leasshold estate coverad b: suid Oporate
ing Apreocqernt 1s now owned or held by tho following perasons
in the indicuted proportions:

Charles F, iloutor & Cv,, 37/64ths

Sylvester . Nuldowney 3/64ths
David G, Baird 4/544hs
‘Theodore S, watson 4/64ths
Philip Kash 4/34ths
wWilliam H, Colvin - 4/64ths
Honry Soarborough 4/64ths
erric 3, Morse 1/64th

Kow, thorefore, notlce lsa hereby given pursuant to
Sectlion 2 of aald Cperating Agreeument of the appolniment of
Todd %, Pottligrew and Pia G. Lowry as "Operator" under sald
agreemant, upon the followlng conditionst

(a) Operator Lowry shall have exclusive authority
and obligation with respect to keeping bLooks
of ancount, making ealls upon the Non~Operaw
tors for fundg ard rencsiving and dlshuraling
the sana,

{b) Potbiprow shall be rolmbursed by the joirt
- acoount for nhis necessary exponses (for
whioh ho shall submlt monthly statoments)

but rsocivne notidng for his nersonal serve:
10690

{oc) l.owry shall bo roimbursed by the joint acoount
for his nocessary expenses and roascrable come-
ponsation for his services, for whioch he shall
stbidlt monthly statererta, -

(a) Thia instrament shall bo offective vhon a
countorpart orisinal of tiis instrument shall
have been signed and deposited with Tim G,
Lowry by MNon-Operators owning sixty five
per cent (065%) or more of sald lsasshold estate
and accepted b suld Febtigrow and Lovwiry.

In Wibtnong

Jusreof, thig instruamont is oxscuted es of Aucust 21,
19051, _



(38AL)

TR TLOS Te HOLLOY T GO

{5%AL)
Hylvestor 4.‘?u1dowﬂ¢y
(s1°81.)
David G, Daird
‘ SWAL Y
Theodore S, watson
» {STAT)
hnillp Nash .
W11lam W, colvin
{aTAL)

Henry Searborough

{arAL)

‘Erle 3, Yorase

~aocepd the £orszcing appointment,

(SEAL)

~dq o UattIGren

(8EAL)

T m 5.‘Lowr§




QLTI A, Ui

This agrea.ent ontored into tLids 10th day of Lareh
1981, by and batweon TODD 1. « 2CRTGRand THO A0 L, DASTNLL,
718 Pirsy Uatlornal Ienk Bulladrg, ballas, 'Mexas, and 1177 ¢,
1.0 HY, of Uokert, leterson & bLexming, LUS Souble latalle —treet,
Cuicagco 3, Illinola (itorvein at tiwes colleetlvely refarrod to
as "Oporator®), as portiee of tie first part, and ¢4 I 7,
KRUTVR & CO., B7th Floor, 33 Line St., You Vork 5, lou York, o
SYLVastER W, YULDULIYY, B2 wall dtreet, Iow York 5, Few Vork,
DAYID G. HAIRD, 85 Bropdway, lLoew York 6, lew Yopri, T UORT G O,
HATG0T, 149 Rroadway, ow York 6, bLew York, vaIbll 1ASGH, 1 last
57th Gbreet, Leou York, lew York, WILLIAT H, COI¥YI, 405 Lexirgton
Avaenue, low York 17, How York, Hai oY SCARVOROUCH, ¥irst Patioral .
Bank Dldg., Chicago &, Illinois, ard YRIC S PO, 30 jrond
atroot, lLow York 4, I'ew York (ilerein at ti~os reforved to ocol~
lootively as "kon-Operators" and sevorally ag "NonsOporator®),
ns parties of the seocond puart, _

SITI®E G0 T

The rartics of tho second »nrt heretofore have acuulred
undivided co~owrership intaereats, in tho regpeoctive porcortares
sat forth below, In tho total loasehold worl:irng interests covers
ad by the olil, 7ng and mireral loase{s) desoribed in tho sche=
dule horeoto aébached, parzed Exhivlé "AY aicd by btiis reference
madoe a part hwreof, The partics of btho gecond rart say horoe
after acgulire undivided co-ownershii intorests in snld respeote
ive gercaentapes in tha tobal lansehold workirng intorests covare
ad by other oll, s ard minsral leuasca) and any such undivided
vowowre rsitdp Intorosts hoeraanftesr acqulired siiall horveby be deome
od’ inoluded in tho leasehold estate horeln reforred to witn like
offvot as thoigh the 0il, ;sas and mineral leases to which they
roliate were described in sald Ezhibit "AY horotoj aml tho pre-~
sont or any future Opsrator is noraby autiiorlzad arnd empoviared,
in thg naces and on behalf of the partlesc of the second part,
to exscute sueh supplemont to this Aprocnent ag may bs necess—
ary or agpropriate to confirm the incluslon of such after-acquire
6d intoroats in the leasshold vstuato. Ths sum of such GO=OvWRRr=
ship intbter:zsts 1s at tluacs reforred to hkerein as "the lease-~hold
gobate", and the land(s) covered by sald lease(s) as "tho loagsed
pra:iigea”, ’ ’

The aforemontioned co-ownorusilp inter«ats are now individe
tually held and ownod by the garties of tho second part as follows:

- Charles ¥, Reusor % Co., 37/64tha
Sylvester V., uldowney 6/64th
David G. baird - 4/G4ths
Tlhioodore S, watson 4/64ths
Thilip Kash 4/64%hs
william i, Colvin 4/64%h8
Henry * earborough 4/84tha
urric 8, “orso 1/64ths
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The rarties of tie gecord ravt Lave aoreod bint thelr roge
noctive CO0=0uneraidn intorentn arfaresaid ¢! q1l bo suvjoot Lo
thig asrec.ent, ard toan yhe tetrod rroenigoas 55411 beo oxiplored,
developod, vaintuirea a0 ernted i anccordarce With the npoe
vislons hareor, )

Iow, thereforo,'in'oonsidsrﬂtion of Shae renises Arg the
subual apressonty hwwrein cortuirad, tiw rartigs tereto liave
Qgreod as follows:

Jeotionn 1, Interests or tie artios: ‘he regroctive co-
Owiarship interests nzreunder ipdivid&dfiy celd and opped by
the partioes of tho seocond part aro gy aforeanid, Jubleat to the
provisions of Seetion 13 hereor, such Partios shall own Lhe same
respectivo interescs in tho oll, gas and othor nineralg produced
fron the leased prem:ges, and shall boar and pay in 1like proe
portions the C08t8, oxpensea and liabilitices incurred in the
oxploration, dovelOpment, operatlon ang caintenarce of said pro-
alses, which are proterly chargeable to tho joing a0CoUNL Her'ae

under,
Sectlion 2, OFerator: Tho Operator hefeundor,fsubjcct to
the torus arg provisions of thig agresc.ont and theo linitationg ¢

herein vtated 8ihall have Gxclusive charge and oontrol of tho
exploration, dovelOpmonc, O paration, saintonance ard managoe
ment of the leused preniges, ard of thg Joint account broperty
and equipnent Choreon and of all joint acoouns Wells thaoreon,
Such Operator shall rorfors and CAPry on guch duttes in aceord-
arce with -ood oil ard oas Pleld practices, in the intoreat of
Non-Operutora, and ag ap ordirarily prudont Oporator, but shall
have no rosporsiblility whatover to Nor-Operators for aerrors of
Judgsent, or notice tv any Operator hareunder ivan at any.
timo by Non=Operatorg ovnirg or holding 65 per oent, or nore, -
of the leasehola estiite, or thgir nomines, guen Oporabcr.may be
removed, and a new Uneratoyr arpointod by the Fon-Oporators '
giving such notice of removal,

S0 long as Todq i, Yettinrew, Thonas ., Doswioll ard Tim
G, Lowry are the Uperators hereundopry

(a) Operatorg attigrew and Doswoll #hall have exclusive authore
ity ang obligation as authorizedq nereundsr with respect
to ail riolq operations and Cperator Lovwry sholl have no
reszonsibility wity respect therato, provided, howover
that Fattirrew and Doswoll Bhall pot eéxocute any drfl) ng
or otiuer contracty rslating o the lonsed precises until
the same lave baen approved by Louary, : o

(b) oOperator Lowry shall have 9xelusivo authority ang oblication
with respect %o Koeping books ofp aseount, wxarirg ealls upon
tiie Ion~-Operators Tor runds and receiving ard disbursing =
the same, prvvided,‘hOWGVGr, bhat lowry snal) fake no dipe I
bursesonts Por irvoicoa rop materisla or sorvices until
the gaso have Leen approvad vy eit . op Pattl - row or Doswsl)

(c) Pettigvay g boswell shnll uo raleboraed by tho Joint
acoount for thejr nocoessary cxponses (fop videh they ahall
8ubzit monthly staberents) bvug rocolve rot:dye fop ti:aip
persoral services,

{(d) Lowry aiall be rel bursed b tho Jolrt acecount rop his
recosaary orxrnaersog ard roasonmhle Conarsatlion for nig
sorvicos, for viigh ke sinll submit ronthls atate. ornts,

-

- ! lrtols ang rovalties,
whielh zay hecove din and vayable ure

er tia lease(s) deseribed

Jeotion 3, lRortalg ond _dovaltiea
b

i
8
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horein, and i rospect of witleh proviasion for nayun b bhercof

hag not othersise boen onde, shiall bo zald by Grerator ard charge
ed to thao loirt account. Operator snl}) oxorciseo dllisarcs in
rogpact of yuen rareards coon due, bub 9:all ot bhe 1liabla to
Iop=0Operators for unavoeldable or urirterntional rajlure In rearaot
tioroof. :

Ko Mon=Cperator aball bo In any vary roela:nand ose relloved
Crop: boarlngs sueh jor-Unsrabopr's provortiorabe shiare of rertals
nnd royaltles execopt thabt should. tho other VopsOneratoprn, or

any of ther, agroe £0 pay stch norepaylng lon=0rarcaborts ssld

~atars agalrst essigricont Lo Lo cayirge lore=Ooovstor or Ion

Cporaltors of aucu lor-payivyg lone=Gpeovator's Irterest in the

. leased proscsos then, on payrent by tihe saying Mon«Oporator or

IpheUporators off suceh nore-gaying Non-Cporator's said share,
such non-paying Lon-Oporator is nersby relacced of all obli-
gation in respect tiereof. :
sooblon-4,. Ixplorution and Dovolopmeont: when ard as Nons- o
Oparators ownlng 81 per c¢ent of tic leaschold catsate siiall noke
ity Operator in writing of tiie decislon of such MNon=Oporators to
drill tie initial test well on tho leased promisoes, Oporator
shiall undertake and oarry out suehi operation for the joint aoe

count and at the Joint expense of all the MNon-Opsrators,

LT T RS TR L

Subject to tho lmuedietoly precoding paragraph, no well shall
beo drilled, nor shall any oporatiors for deepening, reworking
or recompleting any viell in tho samg or a dif'feront horizon be
undertaken, by the Oporator or any lion-Oporator on the lansed
preaises at Jjoint expense or fopr the jeint acanunt, prinr to :
or after tho discovory of oill or gas in paying quantitizs on tho
loased premises, without tho consent ir writirg of all NoneOpere
ators, except that Operator without consent may drill for the
Jolnt account any woll on tho lcngsed prewises requlirsd to offe-
aet or pravent drainage {herein called an "offsehL woll") by any
well located on a leagse, wWnich hag a common boundary line or
corner wlth tho leasod premisas, or any obligatory viell which
forma the conuideration for the acqulisition of the leased nro=
1506 ‘

If any Non~Operator, prior 4o or after the discovory of

0il or gas in payibg guantities on the leased premises, decldes
to conduct any drilling, ra-woriking, or vocomplotion operations,
not othorvise herolibefore provided for, such Non-Operator gshall
glve to all the other Non-Operators written notiee of such do-
¢ision, 1lnoluding theo ruture ord propossed location of the opsre
ation, the proposed depth of c¢ompletion or racomnlation, and a
detniled estimate of the cost thereof, ard shall furnioh Opera-
tox with a copy of such notice,

If all ths othor Fon-Operators, within 30 days after such
rotice to thom,slect to participsie in such operation, the oper=
ations proposed ghall be undertaken and c¢seriod out by Opaerator
for bthe Joint acocount ard at the jJjoint oxpenase of all Lha Hobne
Uporators, Tie fajlure of any loh-Oporator to givo a notlce
parsuant to tho succeeding paragraph horeof shall ba oconstrued
as an unconditional cluetion to particlpate in tho oparation.

Apny lon-Opeorator, 2lecting, by weitten notice to Gporator
within ssiQ GO day period, not to partlcipate in such pperation,
horeby uaproes thnt the particiusating lon=Oporators haraly hocons
ortitled to reccive, anrd, I any action on the »art of such none
participating Hon«Operator is raquired in conrgotion therewith,
guch noneparticipating lon-Operator will do and zerform such
acts ard bhings as w011 ernnblo sueh particiratinge lon-Oparators
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to rooelive, 1Irn rogpecilve proportiono equlvalaorb (o tiio regpcote
ive proportiors of the botal cosbsn, oxyonsos and lisbhilities
borne and pald by cach of thom in res woct of such oneration,
~all produoblun, and vrocoosds Lo roiv 1, aecorulng to cueh non~
participatirs; Non=Oporatorts inta {n bho rroduetlon feom btho
wall in respoct to t~Jca gugh HOh-FILbLbildbldh rolites, untll
steh partlolpatiis op-o;o.utors sinll have rocolved Cron such
irntorost (1) productior havirgz a velve currontly as preduced,
or vrocecds equIVﬂlnpi An the areroerate to Lihroo (3) tirocs an
anount oquaib tho proportiorate part of nll costs, e~'nx 308
and liabilitios incurred in guch ovevatblon wilch would have boeen
borne and oald by sGehi NOKepr xticinutinz lion«0Opaprator if guch lone
Oporator had farticipabed thereln, and {il) such ron-participas
ting Kyne=Operatorts pro rata vart of the oporatii: and raintone
ancoe cost and oxpernses of such woll durlirng the poriod reﬁuired
to effgot payaenrt of tiw auwunb sugh arbiciyutiuz Non-Oporabors
are ontitied to rocsivo under tie ahava clause {1), - I{ and when=
avaer cuch particirating ton-Operators shall havo yecojved such
anounts due, such woll and alil eouipnent tieroin ghall thereupon
Le and bocome a joint acoount well ard proporty, and such nope
particlipating Lon-Qporator snall theroaftor receive asuch lione
Oporater's interest in production angd procceds from such well
ﬂud own such Fon-OparnLor'q intoregst in sueh sgulpmont,.

Operator, promptly on recclpt thereof, shall furnpish the
otiior hon-Oporators wibth coples of any such none-participgation note-
ice, and ghall undaertake and carry out tiie proposed operation
viian aXd ag instructsd 56 to 4o by the partieinating Hon-Opare
ators, and chargs tholr respective accounts proporbianately 88
‘directed,

Scection 5. Markeblonr of Frodactiont WEach NoneOzorator at
any bine and from %lee to Li'O ahall luive the richt, and 2ach
Fonr=Cporator hersunder -haredby reserves tie risht, to take urd
roeceive in kind aueh Hon-Oporator's afore 30id 8 iare of bne 011,
gas or othor hydrocarbons in placo or produccd snd saved Lrom
T'ho ieased IlUl'l-A Uva. ax r\nrlslnh"!l“f 48] ‘lﬁll or dilrect tha sala
of, the same for such For-Oporator'ﬂ venefit, At such times as
quch Non-Operator does not eithor take such lon-Operator's afore-
sald ashare of tite oll, pas or othor hydrocarbons prodused and
saved from the loased premises in kind, or personally sell, or
Girect the sals of, snie, thon Oporato, 13 horeby authorized to
66l), and shail qeil tre gase, subjiecct to revoeatiorn of such
autnori*y at wiil upon writtan notico by such MNor-Opsrator to
Operator, bto a fipspcially resporsible rurcingsor solected by .
Operator on ter-u that are, in tho oplrlon of Operator, the most
favorable that uie obtz:tdbl.,pravided, nowevor, ti:at Orarator
ghiiall msko no cornhract of sals in reapoect Lisreof wiich will
extord Yor a period of tine longer than a reasonabls period of
tice wiztleh 1g conzlgtent with thoe sipicur reeds of tho frdustry
undes bis circumstancos bul wiiieh in o eveort shall oxceed ovre
(1) yoar, 9ucu Ion-Operator, vion rejuost of O; rator, sihall
gxeeuto u;d dellver ahy ard o1l dlivision orders ngcessary op
appropriate for the effactuution of steh sales by Operator,

An-,. }.1,\g_ Me.revan o n'lnni"!vn . f‘ nb—n unh‘ ? '\v...ﬂnnon!'ﬂw 5
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aforesuid sharo ot tha oll, ine or stoor u"urccanhors groduced
and saved fron the leagod pra:isoo in Xind, ¢iall fcrnﬁsh, at
the ,ole cxpongse of stoh xon-OPGrutar, ucf ac‘litjem as say
bo nocossary to offoct division ard iwajsorsient of, and bo
rccdivu, the sn.c on or before the date rvixod in aten 1~ n=0por-
aborts notice te Orerator upon wiich dellvery xind jg 0 be
corcisnoed, ard aitill bear sll oxEra exrenso irnourred by Opoerator
in (u&lhg sueh Golivery.,

te Torepoilpy vifit ir any loneOporator o taiz in oird

%




ray not boe exorcload. ar wnloyed by auch I op=Qpovabtor 0 and
vhen atch. Pon=Oparator s or bacosmes i dofawlt ir rasuoct of
any raymorts o amopubnbn ovred by gsuch Top=-Opaeratss vrder Ula
amreosiont, ard whon ard chile stel dofault oxlsts Uporator nay
declire ovr ceass alldr; dedvordens o or for the aceount of such
LoneOporator of such lon-Ouzpratorts atorsonid oore of (o 2r@e
ductlon in cuestion, :

Should ary lor-0peraor, exercicslhr cool risht to taie ir
dn aill. to furriah faciliton, or 106 tase dolivoery on Ghe
kind, fail to furpiash facillitos, or not i olivary on tho

1 b Pt 1 Bhio o sbove notico carafoy paon sl potico
dato £ixed in tho sbove rotice o Oparatoy, b neh rotic
siiall be vold and of no affoet,. ' '

» g

Seotion 6, Conbracts and Hervicos: ALY wells drilled on tho

“leased pronises for Lhe Joinbt account, including all facilities

ard installations Loy storlig, handling and trangporting croduct-
ion 1n conrecticn with producing, saving und rarketing the suaae,
gtiall be drilled or installed on a competitive contract baslia,

or at prices and upon torag approvod by Operator and all of

tha hon-Operaturs, If any Fon=-Operator siall not state in write-
ing to Operator within ten (10) days such Hon-Opoerator?s dig=
approval of pricos or teras abtated to sucli lon-Operator by Opore
ator for auch operations or installatiors, rospectively, (when
not on a competitive contract dbasisg,) it siiall be conelusively
prosumed that suoh hon-Operator approvad ths uane.

If Oporator undortakes to parfori any such wolk or aervices
for the jJoint acocount or furnishes any of Oporator's facilities
in connoction theorewitii, Tporator shall perform such wrk and
services ag an indepondont contractor and for a consideration
and apon tho soane ‘terms genorally prevaillng for like work and

‘ssrviees in tho area, and shall furnish such facilities on the

basin of thelr reasonable rontal volue,.

Seetion 7. Accountine, Billing, Vayomoent and Advanceg:

~Orerator ahall incuy for and charge to the joint account or ail

the Non-Opsrators Interssted in tho ieused promises, as author-
1zed hoereundor, all c¢osts, exponges and Ylabllitles incldent to
arilling, tasting, Qquippinﬁ, comploting, abuandoning and salvage
ing muteriol from, the jolnt account welis drilled on &t e leased
promises, or ircurred in connsetion with rovorking, deeponing

or re-gomploting operations, or in acguliring, erecting and instale
lirg al) property, structuras, gatherins lives, tanks, btroeating,
moasuring and othor facilitles and eculpnont nocossary (O oper=
ate and nalintyin suoh wells and oarry on suehh operationg and

to produce, save and caihel the production thorefroam by delivery
to the purchasor in tlis field or from the loage tanks whorever
situated. Operator shall alsp ohiarge to sueh Joint acocount all
othar coats, oxponses and liabllitics suthorived to bo lnevrred
horourndor in connoction with tha leasod cvremlises o1 thw louss-
hold interests. (dSuceh churcos te tho Joisnt account ard matters
‘rolating to tho accounting procedure. hatween Opsrator and Nohe
Oporators siall be poverned by the provisions hereof and of the
Acoounting rFrocedure horeto attucied, marked “¥xhibit BY, ard by
tlils roference rade n purt hercofy and, oxcept as othorwlse proe
vidod lierein, billir; by Orzorator and wayment by Hon-Operators
siall also bo povorned by the applicabls nprovislions of anld fixe
Hibit B, )

mxeopt with reospoct to costs, oxporscs and Jiahillitlioa anthe
orized to bo incurred hereunder ag provided in tho fororoling
paragraph and in othor socions horedt, Opesrator shnll not incur
for or charge Lo tho jolnt account coohs, oxporsos or llabllitles
in connoction with ary singloe projoet, or iter of ennital invost-
aokt, in oxecess of Five Thounard (.5,000,038) Dollars, without
the written congent of eacl. Iou-Oporalor irst Ovtalned. 1f,



howovoyr, a prrojoct or Investront is so apzroved, Oporetor cay
incer and olinrge to tie Joint account all ocouts, wivonsos ond
1iability incidont to such projoct, investoort or ovsyation
without furtiior anproval bolro rayuired.

Oub of thu colleotio: s fron lor-Ocorntora Lorourdor, Oporae
tor shall bpay @1 cesbti, exconges ard liabllitieg incurrad for
the Joint account,

Oposrator nay at any tino ard fro. $4i-o to time racuiro
each KoneOperator o pray in advence sueh Pon=0noratovts Hronors
tlorate part of ostimated oxponditurss nereurdor for costs, Gle
pansos and liabllitios ircurred ir conroctior with opevations
on, ard constructlon of facillties aund acauisition of oquipe
aont for or used in operating, the leasod pragissg Cor tho joint
acoount, by maxing written roquest for sueh advance paymont
{statling tho date tho expenditure is {0 be wmado, such reguest
to be wmade at loast twenty (20) days prior to0 such stated oxe
ponditure dato.) GBooih Non-Qpsrator hareby agrees to may Lo
Cparntor tho amount requested at least five (B) days boefore the
date thoe expenditurs is to be sade, and 1 such payment is notb
8o nmade tho anount thereol, or any unpaid balange, shall bear
and such lon-Operator shall pay, 4ntersat at the rate of six
(0;) por cent por annum until paid. Adjustuonbs betwesh oxtbine
ates and actual expendituros shall be made by Operator and the
regpootive accounts ahall bo adjusted accordingly monthly.

Joeotion B, JIngpectlon of iecords und Uperationsi noh
Non=0Operator, and such Fon-~Qporator's representasIVGa; 3ixall)
have bthe right at all roasonablo tlmes to ingpect and audit
Opora.or'a books, records and involcos portalfning to any mutter
of acoountinrg or otherwise 1ln respect of the Jenssd promisos
oxr the Joint account.

¥ach Hon«Oporator, and such Hon-Oporator's ropresentatives,
shall, at such NoneOporator's and their risk, boe ontitlod to
acoey3d to the langed vramiagon and all nroperty heid or uged in
connoction thorewlith, to tho wollg wiloh are being drilled,
~roworkod or produced theroon and to the logs and drillirg, pro-
duction and othor rocovds pertalring theroto., Tach loneOporae
tor shinll alsy have tha rizht to receive, deliverod to such
Lon-Oporator'a rapresentative at tha well, samples of all
coreys and cuttings of sutfloiart slzo to be of laboratory
value, nnd coplos of all Jehluamberger ard othor electrical
logs, and of roporta on any ard all tosts run on any violld,

Soction 9, Insuranca: OGporator abt aull times durirg the
drillirng ard/or oporation of tho leased prenises shall carry
and maintain in offect bthe folloving ingupranco applisablo to
all operationg conductod under this apgrooment, exeopt to the
extent that, upon roov.ondation cf tiie Uperator, all lon~Oper-
atora ahall approve the ollninution or modificubinn of any
guch insurange:

1. workoaonts Compenaation under the lawa of tho State of

2. wublic Liability and CUroperty fumape, wlth limits of
not less than ;100,000/1200,000 and 100,000,

e AtbOmobLile iiabiliey insurupce, wibéh lisits of 106,006/
+800,000, and Hubomobile troperty Damaro Insurance, with
limit of 110,000,

4. Owner's Continsent or :rotective Tlability, with limlts
of not less thanr 25,000/:50,000,

D" Y N
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b Mire lnsurance or tho actnual valuo of Lho installa-
tiona ard ;eoraoral roporty subjoct to firo loss,

6, irdstown, Tornudo, ote, with limite of the actunl

value of the lnatallations and wersonnl proport; sobe
Jeot to tho Joint account,

All othexr insurance purehasoed ghall be subject Lo Lhe prior

approval of Mon«Oporators, Opoerator gioll asubmit to a hamed

noxmines of len«Qoorators corbtificentes of inuscrance In ovidonce

of the above coverare, Such ecertiflicates ainll specify that
in ovent of garcellation or waterial cliange in covevare, at
loast ten (10) dnys vrior notice will be civern scld nominec
of Nor-{Operators. )

Section 10, Taxes: Unless otherwise arrangoed, oacit Hone
Operator shnll rerder for tnzation such IsneOperatort!s intor-
ast Ir the lease(s) ard pay such Kor-Operator!s own taxes, and
Operator s:al)l bavs no responsibility with respsct thioreto,
Cperaotor shall, howovoer, pay and chargo o tho Joint aoccount
21l production, sovoranco, gathoring and othed tike tuxes,

Section 1ll. Linant Operator shall have, and hoereby is
oxpresgsly granted, a lien upon the intérests of each MNon-Onor-
ator in tne 1easozs) hereof, and in the wells, ogulpucnt, pro-
duction, proceeds from produotion and other property relating to
or used 1n connectlon with: the operations on the leasced prom~
lezes, to socure to Operator all guams wiioh nay baconé due and
owning by such FoneOporator under this agresuoent. Juch lien
nay be erforced by Opoerator in the camo manver as uany other
Yortgage lien, and suoh rowody, ag well as any other rignit and
remady of Operator horounder, chall bao in addition to, and not
in limitation of, al) other rischts and remedies which Oporator
may havea or enjoy under the terms horsof or otherwlse, at law
or in caulty.

~ Ag further sececurity for the sums which may bocome due and
owing horoundsr to Qporator, ocuwoh Non~Operator's intorast in
the 041, gas ard other hydro-ocarhons produced from the loased:
prerised and the procecds acoruing to sueh interest,

ko parchager or other perdon, firm or corzoration purchas=-
ing, storing, handling, transporting or otherwise doaling with
the production from t e leused promises shall be required to
take notice of, or ipour, apy liability Lo Cporator on account
of such ilen or the asglgneoent of produetion ard wrooesds

nersin nade, unleass and urtil CGrerator shall have given notlge
in writing Eo guch purchogor or othor pargon, firm or cornora=-
tion assarting that & lon-Operator Interosted in thio leased ,
premises has {nlled 4o .ay the amdunts due by sueh ilorn-Operabor
heorounder, UYror receipt of suech notlce, such purchnsor or other
norson, fire or copcorabion siell be authorizzd to way ovar to
Oporvator the proceeds duo and sayablce on the irtsrost of the
hon-Oporator nawod in such lLokicoe in rroduetion {rom bhe loased
promises, without eoblifstion to loox to the application thoreof
by such Operator, and ths scecitt of Uuerator shall bo full
aosyulttance and diucharge of tie ansunts so ruid,

Seciion 12, OSurrender and Abandorinent of 1,0ag8og and olrls:

IT any hon=Operator detoriines to surrondar or abandon the
loasa(s) covered hwereby, or any of bthon, or dany producing well
witdeht nas cecused to producse, or in suoch l.on-Uperator's opinion
18 not producipg in paying cuantities, sveh ton-Operator shiall
nobify In weiting all the othor lon~Uperators of such decislon,
hach lLon-=Oporator rscoiving sueh notice shall have f£iftoen (15)
dayy wituln wrich o olect by notice in writing deliverad bo




thie Lon=0porator oivlrs notliceo of serrardor ov abandon. :nt
wiothor such IOL-O:JT\LOF will Join thereln or wlll sccopt

gsignment of such loaso(s) or buke ovor aueh welle If all the - -
othiar Lon-Oporators deslro Lo aocert stich assl: n‘ont thoy shall
asquire roespoctive intorosts ln tho inte"qb assicnod propovtion-
ate to thelr aforesaid resjcobive co=owrersitip interssts in the
leasehold cstato, YL tho uwcooptlig Non-Ororators bo less -Lhan
all of tho other Ion=-0perators, thoy shall ancguire cqual propore
tions in tho irtersat snssirrad, unlorg otherwise ograsod botucen
theme I any Foni=Opsrator recelving notice of surrondsy or
abandoncent fails so to notify tho :on-o :arator sivines such
notice, such Kon~Oporator shell be conelunivoly doomad Lo hnve
alacted to jJolin in such surrordor or abandonrent,.

If all the lon=~Uperators sloet to join ir such surrondor or
abandonaont, such leaso(s) or w2ll, ag the cage rmay be, shall be
gurrardored and abandored -anrd Ororabor shall erdeavor to remove
and rocover all salvageable materials and equiprent on or uged
in connaction mith such leaso(g) op well,

The fore{oirw aggirnzoct shall $ransfer and assign all in-
torest in the lease(s) and in tho oquipmont tioreon,
only in respeot of a well, sixnll transfer and asuign uli intoro
¢st 1n such well, tho )roéuction thhorefromn and tho equlipment
therein, and tho 10&»9&8; irsofar ag the sace cover 9il and oil
rignts In and ander a trect of thrso hundrod twenty (320) aoros,
slinilarly located, or in ard-under suoh tract as accords with
the well spnoing l,a!;l,m‘n in the ficld If 1t be different than
sald 40 acre and 350 aore units respeotively.

<4

Against suoh assignment, Gho assigning Lon-0perator shall
be relioved from all oblipgations theroafter {(but nob thoretofors)
acorulng ander this agreesent in regpoct of the interecst assigp-
ed, -

Section 13, Assigspmont and Fartition: Any lone-Operator
may aell transfor, asslpn or mortpage a or any nart of such
Ion—Operator's inter-st In tho lease(s) covered hereby. it
more than one lesse is oovered hereby and the selling Kon-Opor-
atox salls, transfors, assigns or morbaceos less than auch Nyn-
Opsrntor'a antire inter 8t ir 0ll the lenses covered heraby, tﬂe
Interast so diapogeld of shall be e unifora andivided inberost
in all the leanses covered horeby. Uadh salo, transfer or assipne-
mont shall be wnde subjoect to this agree wnt, and tno purchasor,
tranaforse or asgipgnee shall agsums al . ths onlivnt:ons ot tnia
agreoont and shall be re&poxsible for and hour, &5 a CO=~DULOY
and Fon=Oporator horeundeir, such party's proportionate rart of : 4
nll costa, axpansas and 1iabilitieq onargelh]v and oharred to the
loirt asocount heroundor,

For the purposes of thig provision, the purechaser of intor- |
aslg in t:2 louases abt a foreclosure or othor sale through court :
proeuss shall bs considered a purcheser, transferss and assinneo,
but thae Trugtee undor a orteoare and NDeod of Trioagl ghgll not be
roquired bo agsume or underbtake such obligations uniess and until |
sush Trratee ghall tave agsulred such interssto on a sale thero- J
of upon £oreciosuro. . ’

s
1

torebo siall

Durirg biie tera of tiis arree. ert no party
have biie riasnt bo particion, by sals o otienm )ise, tiie loass(s)
covercd hiersby, or tho area cavaud by Uwc\ 1 esoeis)y providod

chat ‘a sale, bravsior, asslamient or morten cade gubject to
Hiks ndcoo ont uind in accordanco with its tor 3, of all of a
purtyts intorest in tiwe leage(s) oovolcd aoreby, or of an un-
divided pourtion t..orsot tLhroughout the saro, si:all rot bo deoied
a pa 1‘(;5,1;5 On,
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sootion-1de _wopuonsibility of .urtiog: It Lg the oxprons
surposo and Antontlon of Lhio rtiog noroto tihnt tholr owunorship
in tho loasa(sn) covored hLor:by ard in the lounsed vronisos shall
bo aa tonants in comion and it is nob tho nupsopgo or intonbion
of this iunsbtrument to ovoates, and thag sano ghall rovor be cone
astruad as oreatings a parbnorahip or oblor rolablonship wloroby
any nardy horoto shinll Le hold for tho agta, oltior of omiagi.n
or comndlsanlon, of any nugty oy psrbles haroundor.

) degtlon 10, ?aro* aleure and worulator Eodios: 12 any
party horato is rendsrad unablo, wholly N b. foroe

asajouro or anby obhsr gatsa of any kind not vouqonably within
-gugh party's control, to perfoxm or comply with any obllgatlion
or provialon of t‘iq agracsont, apon .”vinp notice and roasone
ably full pacticulars to tho othior parties heroto, such oblie
gation or provision shall bo suspended durinrs the continuancs
of tho inability oo coused, and gugh narty ahall o relioved

of liabillty and shall suffoer no projudico for fallure t0 bore
form the samo during such weriod' %*oV*dad, tha obligation to
saka payrongs thon due, or whilceh zay boeecoss duo, horeunder ghall
nob boe suspondod, and thoe oau;o of Bu Syarsion shiall be roaedied
80 far as possibio‘uibn roasonablo dispatai,

Thie agrooe.ent ‘shall bo st joob’to ard tio portica horoto
ghall comply with all “Laoral dnd Stato Lawe, and all valld

ordors rulos rocwlobtions and G&lreotions of any duly oonetituta(

od autsority navir{ Jurisdictisn in tue promisocs,

Sootion 16, Zitlo: In tho ovent of loas or failura of
Liklo to the lense{s) coverad horeby, responsibility of sach
party horeto Intdrosted in such 19&00(9) ghall vo sov0ral, ard
not joint, and shail ba linitod to the nr&duotion or prooesdsn
agoraing &s such parbty'e lnterost thorecin and tho Pojalbioa
attribubablo thoreto. '

Jection 17, Teo Subjoeot to the provisions of sootion
numborod 18 hereof, ¢ 13 pgroonent oiall romain in fall foree
and offect for and dvring tho torm of tho loiuso oovered lLioroby,
or the term of tho iaat of tho leasos covored heroby, and for
tno full tomm of any ronowals or oxbonecions of sarc, viothor
by production or othemiico,

Section 18, loticog: sAny notl cc roa084 "qld, 0trto-
ront, bill or othor sommunioa tion ROOY! fand ‘ror ir bl unroos
mont etmll be in writing, and sku&; ho dsoned to have beon given
or dolivored on tha day rnlxnd ir 011030 ir a pootpald onvolono
and dopdslted in the ’n;teu Jhohas Vall, frgb olasg, diracte
ad (unti‘ changod by wrléton notice Lﬂ the othoxq) i“ address—
ed to ths Oforabor as KOLIOLS-

In cagse of Oporatare lstblcrou and Doswoll,
716 lest fatloral danl fudiding
.)al_‘xu, Tovagy and

ST Ge Towry,
13D fouth Tal ul?o suroat
Cuicgbo 9, Zllinola; :

and, If addressed to any lon=Ciorator, ab Lo addross listsa in
tho opening naragiapd LO‘LOf or ah quc. othor addross gs tho
Ione=Oporator 8..all lodeo lPO” Live bto tivo Jibh thie Onovators.

nccbiﬁﬂ 19. srbiteation: any controveorsy arising horoundor
votwoon Oporator und i.0on=0r erators, or botuoer Gporator ard any
Lor=gperator, or botwoon *ru;viacam on=0perators ﬂuﬂll Lo sGbhe
witted to a‘bit;uh;un by & bourd of t 2oci3) acbltrators uron




the writton renjuast of tho rarty, or mrblos, cectesting arbltrae
tion, whioh rocuect ciall nnoe ono (1) arbvitrator, ’

Tho porty, or sartics, rocolvinge such requost shoell, within
ton (10) days Lhoreailtor, by writbten notice bto tho obn y, or .
otiiors, conceorned rawe the goeond arbitrator, or faillrg go to do,
tlio geoond arbitrator shall be appointed Ly thoe Judpe senlor in
gorvics of tho Vnited States Distrlel Court for thie Soutnorn
Distriet orf Yexas upon rogueast off tho cart?, or particn, insti-
tuting arbitratlon horounder,

The two (8) arbitrators =o appoirted shall name ths thisd,
or oiling 2o to do within torn (10} dars after appointuent of

_tho pocond arbitrator, ths third arbitrabtor say Lo aspointed

by snid gsenior judge upzon renueot of npy pardty to the arbitration,

A3 ropards watbors concernirg accounts or zecounting horoe

under, Lho arbitrators arpointed shall be irdopondont certified

public aacountents who practice o0il and gas accountanoya

Tha arbltrators so appolnted stall promptly hear and dete-
ernilne, by the ooncurrencs of abt ioast a maJority of thom, the
matbter or mattors in dispute, after writbon notice o the part-
lss ooncernod of tho tino ard place of tiio heuaring, 2t which
each parbty shall bo entitlsd to bo hoard, and s:nll ronder their
wpitten decision within sixty (60) days after the appointront
of the third arbitrator,

If within sadd poricd a decision is not rendersd by the
Board, or a majority tnorcof, such pending arbitration shall

-goaye and detoraine witnout prajudice to the right of any party

Liiereto to proogsed anow hereundor for arbitration of the same
agatter or matbers in dispute, :

The decision of the arbltrators, or a najority thsreof,
shall be final and binding upon the partiss Lo ths arbibratfbn
as to the matber, or matters nubalttod Lereunder for arbitration,
ard sgueh pmrbtiles, and each of thom, shnall ablde by and comply
with suoh deoclsion {as to she payment of amoney awards or cther-
wige), and judgment may be entorcd on such decision in any court

“having furisdiction,

The expensos of arbitration, including roasonable compene

- .gation to the arbitrators, shall bo borno or shared as tho deoise

lon of the arbitrators shall diroct,

Gection 20. farties and 3uegessors in Interest: Tho bteorms,
provisions and conditions of GLLS agrevrtent shall oxtend to, be
blrding upon and inure to tlie bernoflit of the parties hereto,
thelr helrs, exeoutors, adminstratorg, suscessors eond auslpns,
whaethar by operation of law or otherwise, and snnll conatitute
a covenant ranning with the lands ard loasehold ostabes ooveraed
thieroby.

Sootion 21, Execution in Counterrparts: It i3 contemplated
that this agroosenrnt say be oxscuted in nuserous countorparts
and that no oro onpy nesd have the sisnatures of 2all Fon-Opere
ators so lons as all Hop-Oporators pizn abt lsaat one countors
part orislnal thnt is also gizned by tho Gpevator,
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v ally appeard . .
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to the foragoling &nst.rumem;, and QO‘.:&G‘z:lngﬂﬁ 1o no thab he 0X%0~
cuted Uhe guno 1301 the purposes a and cow&dembicn thoroin ex=
‘ prasﬁod.
' Given under mY nand and seul of office this '
- aed l"\a 1). 19 ¢ l - .

day of
Taurs L 1aryds
1 CooK County

ToTary TUbLiC, _.fiee—

T11inois T
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GF=1/4 of the BWel/4 and tho el /4 of tho Lbel/4 arnd
the Li-l/8 of Uho L=1/4 of seotion 20, Qounohin 280
Korbh, fanie B uenb, Lol eV einey cortLaining 160 acros,
morc or 1688,

gm1/8 of the GRel/4, socbion 8, Pownship s horth, Rongo
6 esl HollaT obles conbaining 80 aorod, nore or 1ost,

and beipg an part of Lo gpate of Fow Toxiel 011 and Gas

Nel/8 of thoe pe1/8 of spetion 10, Poupsihdp 206 Torth,
wangse O vigab CYielal alltey containing 160 uoYoid, poyre ©OF
1088, and being a part of the vtate of new Foxrloo Gl

and Cag Jeas? To. D-801

ne GW-i/4 of qeetion 18, ard I§=1/4 of Section 22,
Tovmehip 80 Yorth, HanrS 6 vasb, T et el ey conbalning
450 acras, Bore or less, and voing United gtatos 1.8a88,

sigw Mexioo 10 03552

vest 1/2 of qection 34, pounship 87 HOTLh, #anee O
yiest, SRS I T containlng 520 AcTos, rore Or 1848,
and belng United otates Lease, ~anta 26 lio. 079210,

aubject ©0 royaltios, overriding gayalbias,and oid
paymoents aggregabing inlplally\ﬁO%. .
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NEW MEX Stauve fL
W MEXICO OIL CONSERVATION COMMISSION -
SANTA FE, NEW MEXICO _

APPLICATION FOR APPROVAL
OF PICTURED CLIFFS UNIT
NO. 3-AGREEMENT, RIO
ARRIBA COUNTY, NEW MEXICO

'New Mexico Oil Conservation Commission,

Santa Fe, New Mexico.

_ COMES the undarsigned, Lowry et al Operating Account,
with offices at 616 Central Avenus East, Albhquerque, New
Mexico, by its attorney, Jason W, Kellahin, P. O. Box 361,
Santa Fe,'New Mexico, and files herewith three copies of a
proposed Unit Ag:eement for the development and operation
ol the Piotuféd Cliffs Unit No., 3 unit area, embracing land
8ituated in Rio Arridva County, New Mexico, and hereby makes
aépliéationrfor the ﬁpprovai of said Unit Agrbﬁmeﬁﬁ, aﬁ&yi#

support thereof shows:

1.
That the unit area designated in said agreement com-
prises 160 acres situated in Rio Arriba County, New Msxics,
more particularly described as follows:

Twp, 26 N., R, 6 W., N.M.P.M,
Sec. 2 : SEX ,

That all of the above described lands are owned by the State
of New Mexico upon which the applicant and others are owners
of oil'#nd gas leases i1ssued by the Commissioner of Publiec

Lands of the State of New Mexico, and consist of parts oi-

i State Lease E-291 which has been segregated by assignment ,

insofar as above unit is concerned, as follows:
E-291-17, being the ler;i and
E-291-25, being the SiSE: all
being in Sec., 2, Twp. 26 N, R. 6 W,
2,
That there is attached hereto, made a part hereof, and

for the purposes of identification‘marked Exhibit "A", a plat

o

Sl




indicating the producing Pictured Cliffs Gas Wells which
have besn completed in Sec. 2, Lease E-~291-17 and in Sec.
16, Leases E;29l-17 and E-291-25, That on said plat is
ind;cated-geologioal.inrormation and becauge of this geoio-

gical information applicant bslieves that the above describ-

ed area is an area suitable and proper for unitization.
[ ..

That Tim. G. Lowry and Todd M. Pettigrew are designated
as thq Unit Operatbr in said agreement and the Unit Oberatorf
is given authority under the terms thereof to carry on all
operations which are necessary for the development of the'
Unit Areas for oil and gas subjéct to allkapplicable laws and
regulatlons.’,That pursuant to sald Unit Agreement applicant

is requesting approval of a uanit of 160 acres as a Gas Operat-

ing Ui;iti insofar, but omiy insofar as production from the

Pictured Cliffs formation is concerned, said unit being in

full complliance with well spacing.and acréage requirements

of the New Mexico 0il Conservation Commission. |
| | | 4,

That there is atﬁached hereto, made a part haredf, and
for purposes of ldentification garked Exhibit "B", a copy of
executed Unit Agreement wherein all éwners of leasehold in-
terests have committed thelr intereats to the agfoemeﬁt.

That said Unit Agreément is in substantially the same
form as Unit Agreements heretofore approvedvby the Commission-
er of Public Lands of the State of New Mexico and by the New

Mexico 0il Conssrvation Commission, and it is believed that

- operations to be carried on under the terms thereof will pro-

mote the economical and efficient recovery of o0il and gas to
the end that ﬁhe maximum yield may be obtained from ihe field
or area., Production is to be limited to such production as
may be put to beneficial use with adequate realization of

fuel and other values, and it is further believed that the

-
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Agroement will be in the interest of the>oonservation of
oil and &8s and the prevention of waste aé contemplated by
the 011 Congervation gtatutes of the State of New.Moxioo.
5.

That upon an order beinguentered by the New Mexioco 01l
_ Congervation Commission approving the sald Unlt Agreenent,
and aftor approval gnereof by the Commissioner of Public
tapds of the State of New Mexico, & fully executed and ap-
proved‘copy of sald agreement will pe filed with the New
Mexico Oil Gonservation Commission. | .

WHEREFORE ‘the ﬂndqrsigned applicant respectfully re-
quests that & public nearing be held on toe matter of the
approval’ of said Unit Agreement as provided by the statutes
of the state of New Mexlco, and the regulations of the New
Mexico Oil Congervabtion Commission and that upon said hear-
ing said Unit Agroement pe approved by the New Mexico Oil

Gonseriation Commission.

- Respectfully submitted,
LOWRY ot al OPERATING ACCOUNT

By . Kllad

ason W. Kellabln, ttorney
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