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EXHIBIT A

Names and Addregses

' Afda Abelow

Ay Avenvue: G
Brooklynlﬁ N. Y.

Emma E, Arnold

c¢/o Adem F, Arnold
3417 Fulton St. N.W.
Weshingten 7, D, C.

Miss Mary €. Austin
210 E, Benton Street
Carrollton, Missouri

QGordon G. Berg
7905 Cottagse Grove Ave.
Chicago, Illinois.

| Roland Binning

139~40 228%h Street
Laurelton, 1. I.,, New Yprk

! Howard- W, Bradshaw
i Delphi, Indlana

Robert ¢, Bradshaw
Delphi, Indiana

John L. Brady
5220 Barry Avenue
Chicago, Illinois

Helen Budge
502A Baat Sixth Street
Long Beach, California

| Max R, Ghudy

11¢ Rehy Avenue
Buffalo, New York

George W. Clark

1864 Cleveland Road
Glendale, California

' David Cohen

278 Washington Street
New York 7, New York

. Robert C. Eble

8801 Shore Road

. Brooklyn, New York
% Delia B, Edwards

8208 Seminole Avenue
Philadelphia 18, Pennsylvania

. Edward Mitchell Edwards
© Room 708, 1500 -Walnut Street
_ Philadelphia 2, Pennsylvania

E. M, Edwards Company
1500 Walnut Street, Room 708
Philadelphia 2, Pennsylvania

1l -~

297

Distribntess?
Interests

78/42,978

50/42;972
;75/43,972
10/42,972‘
20/42;972

16/42,972

16/42,972

10/42,972
20/42,972

100/42,972

10/42,872
49/42;972
15/42;973
35/42;972

32/42,978

e




Distributees!
Namesg and Addressesg Interastn

Silas and Nell Evans (Inberest of Helen
Sifton, deceased)
Contact: Michael, Spohn, Best & Friedrich
Abttn: George A, Schutt
Attorneys-at-Law ’
110 East Wisconsin Avenue 93/42,978
Milwaukee 2, Wimonsin

Rose P; Feltman ) ‘
85 Eastern Parkway : 78/42,972
Brooklyn 17, New York

Charles T, Gellaher, 2nd T
1216 Sixth Street 5/42,972
Moundsville, West Virginla

Joseph Wesley Gallaher, 2nd _
1216 Sixth Street 5/42,972

| Moundsville, West Virginia

Mrsg, Carrie Gidwitz '
2425 South Rockwell Street 50/42,972
Chicago, Illinois '

Charles W. Hastings o
3323 Bast College Avenue 10/42,972
Alton, Illinois

Daniel V. Hawess

i: Box 48 50/42,972
i Parma, Michigan

Grace C, Hayes 3
1506 East 29th Street 5/42,972
Vancouver, Washington

Samuel W. Hefter g
96~-03 Baldwin Avenue 12/42,072
Forest Hills, New York

Miss Franocis Holman , o
Ballinger, Texas 1/42,972

George P. Holman -
o/o Ballinger State Bank & Trust Company 11/42,972
Ballinger, Texas

Elmer G. Johnson
22 N.. Bennett. Avehue 5/48,972

 Fontana, California

Harry L. Jones & Isabel Jones as Joint Tenants

! with Right of Survivorship and Not as Tenants

' in Common

Spring Hill Farm " 40/42,972
Spring Hill, Maryland ,

Jogeph H. Knapp

. Box B4" 10/42,978
* Baxter, Pennsylvanla

Bmma C. Y. Lee

' 1661 Crescent Place N. W. 32/42,978
- Washington 9, D. C,




Names and Addraessssg

Blinor June McAshan
7315 Okinawa Strnet
Houston, Texas

John E. MoeConnell, Jr.
2535 Stanmore Drive
Houston 19, Texas

Elizabeth S, MoKeo
265 Lincoln: Place
‘Brooklyn,. New York

S3tella Mathe
1708 Bast Kenwood Boulevard
Milwauxee, Wisconsin

¥Fred Matthesius
8582 - 119th Street
Richmond Hill, New York

Miss Ida Miller
3220 Viest Huntingdon Street
Philadelphia, Pennsylvania

Edward F, Nicolin
Calle ‘Frontera 135
Mexico, D, F,

¥illiam T. Pitt
219 S. W. Sixth Avenue
Miani, Florlda

Florence C. Robertson
4 Raymond Street
Lexington, Massachusetts

Distributeeg?
Inbsrests

7/42;972
300/42;972
5/42,972
19/42,972
35/42;972
5/42;973
5/42;972
27/42,972

5/42,972

Burton L. Robinett and Mrs. M1ldred Robinett

ag Joilnt Tenants with Right of Survivorship
and not as Temnants in Common

1404 North Harding Avenus
Ohicago, Illinois

Louls Ross
¥onroe, Wisconsin

Flora G, Sarkislan, Executrix Estate of
Diokran M. Sarkislan, Deceased

35 West 44th Street
New York 18, New York

Edwin F, Scheetz, Jr.
607 Pitcalrn Place

' Plttaburgh 32, Pennaylvania

Lionel 1L, Shatford

; 32 Fenwick Street
. Halifax, Nova Scotla

: Catherine A, Sheridan

Lounsbury Hoad
Croton on Hudson, Rew York

Peter M, Smith

i Hertel Avenue Statlon

P. O, Box 47 -
Buffalo, N. Y.

N

32/42;972
35/42,972
48/42,972
10/42;9V2
5/43;972

78/42,972

25/42,972
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Names and Addrosses

Andrew M, Taylor
¢/o Ind. Bell & Tsl. Company

. Indianapolis, Indiana

he Natlonal Bank of Commerce of Houston
and Morgan J, Davig, Trustees for Sue
Trammell Under Trusﬁ Indenture Dated
October 5, 1943 as Amended

P. 0. Box 2558

Houston 1, Texas

The National Bank of Commerce of Houston
and Morgan J. Davis, Trustees for Thomas
Stephen Trammell Under Agreement Dated
Qotober 8, 1949

P. O, Box 2558

Houston 1, Texas

The National Bank of Commerce of Houston
and Morgan J. Davis, Trustees for W. B,
Trammell, Jr., Under Trust Indenture Dated
October 5, 1943 as Amended

P, 0. Box 2558

Houston 1, Texas

Laura ¥W. Hancock, Charles E, Wagandt
and Mildred W, Zouck, Surviving Trustees
Under the Will of Charles L. Wagandt

109 Beechdale Road

Paltimore 10, Maryland

Gall Whitcomd
Commerce Building
Houston 2, Texas

Charles B, Wrightsman
P, 0. Box- 256
Houston 1, Texas

Distributess!?
Interests

10/42,972

130/42,972

129/42,972

129/42,972

16/42,978
745/42,972

40,267/42,972
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BEFORE TEHE OlL CONSERVATION COMMISSION
OCF THE STATE OF NRV MEXICC

JIN THE MATTER OF THE HEARING

JCALLED BY THE OIL CONSERVATION

COMMISSION OF NEW MEXICO FOR

'THE PURPOSE OF CONSIDERING:

: "CASE NO. 978

, Grder No. R-747

'I‘HE APPLICATION OF PHILLIFS
PETROLEUM COMPANY FOR
COMPULSCRY POOLING OF INTERESTS
IN THE SE/4 OF SECTION 28, TCWNSHIP
25 SOUTH, RANGE 37 EAST, NMPM,
CROSBY-DEVONIAN GAS POOL, LEA
COUNTY, NEW MEXICG,

ORDER OF THX COMMISSION

BY THE COMMISSION:

This case having come on for hearing at 9 o'clock a. m., on
November 16, 1955, at Santa Fe, New Mexico, before the il Consexvation
Commisston, hereinafter referred to as the "Commission’.

| NOW, on this é ¢4 day of ¥ebruary, 1956, the Commission,
i a quorum being present, having considered the application, ard 211 of the
testimony and eshtbits offered at said hearing, and being fully advised in the
prermises,

FINDS:

e

1. That due notice of the time and place of hearing having been
given as required by law, the Commission has jurisdiction of this case and
the subject matter thereof,

2. That Phillips Petroleum Corpany is the owner of an oil
and gas lease covering an undivided 3/¢ mineral interest in the north 40
acres of the Southeast Quarter (SE/4) of Section 28, Township 25 South, Ravgé
37 Eaet, NMPM, Lea County, New iexico.

3. That Woodley Petroleum Company ig the owner of an oil
and gas lease covering the south 100 acres of said Boutheast Ouarter(SE/H)
of Section 28, Township 25 South, Range 37 Kast, NuPud, l.ea County, New
bMexico, i

4, That the remaiuning 1/4 taineral interest in and to the
| north ¢0 acres of said Southeast Quarter (8¥ /4) of Section 28, Township 25
it South, Range 37 Tast, is unleased and is owned by and in the proportions as
| follows: ’
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Name

i
! g i o

Aida Abelow
Emima E. Aruold
EMisn Mary C, Husatin

i Gordon G. Berg

Roland Binning
Howard V. Bradshaw

1 Robert G, Bradshaw

John L. Brady

Helen Budge

Max R, Chudy

George Y, Clark

David Cohen

Robert C. Eble

Delia B, Edwards

Edward Mitchell Edwards

E.M, Edwards Company

Silas and Nell Evans (Interest of Helen
Sifton - deceascd)

Rose P. Feltman

Charles T. Gallaher, 2nd

Joseph Wesley Gallaher, Znd

Mrse., Carrie Gidwite

Charles W, Hastings

Daniel W. Hawess

Grace C. Hayes

Samuel . Hefter

Miss ¥Francis Holiman

George P. Holman

Elmer G. Johnson

Harry L, Jones & lsabel Jonee as Joint Tenaunis

Joseph H. Knapp

Emma C, W. Lee

Elinor June McAshan

John E. McConnell, Jr.

Elizabeth §. McKee

Stella Mathe

Fred Matthesius

Miss Ida Miller

Edward F., Nicolin

Williamm T, Pitt

Florence C, Robertson

Burton L. Roebinett & Mrs, Mildzred Robinetd
as Joint Tenants

Liouis Rosa '

Flora G, Sarkisian, Exccutrix Estate of
Dickran M. Sarkigian

Edwin ¥, Scheetz, Jr.

Liounel L. Shatford

Catherine A. Sheridax

Peter M, Surith

Interest

. et 2B

78/42,972
30/42,972
X15/42,972
10/42,972
20/42,972
16/42,972
16/42,972
10/42,9172
20/42,972
100/42,972
12/42,972
10/42,972
49/42,972
15/42,972
25/42,972
3z2/42,972

93/42,972
78/42,972
5/42,972
3/42,972
50/42,972
10/32,972
50/42,972
5/42,972
12/42,972
1/42,972
11/42,972
/42,972
40/42,972
10/42,972
32/42,9%2
1/42,972
208/42,972
5/42,972
19/42,972
z5/4£,9%2
5/42,972
/42,972
27/42,972
5/42,972

32/42,972
25/42,972

48/42,972
10/42,972

5/42,972
78/42,972
25/42,972
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I Cooper No. 1 Well, located 1980 feet West of the Kast line, and 1980 feet North
| of the South line, of said Section, with the excaeption of those persons named iy

5; of Section 28, Township 25 South, Range 37 ¥ast, NHIPM, is in the inlterests

Laura W, Hancock, Charles K. Wagandt and

Name INTEREST
Andrew M., Taylor 16/42,972 '

The National Back of Commerce of Houston
and Morgan J. Davis:

Trustees for Sue Trammell 136/42,9712
Trustees for Thomas Stephen

Trammell 129/42,912
Trustees for W. B. Trammell, Jr, - 129/42,972

Mildred W, Zouck, Surviving Trustees under

Will of Charles L. Wagandt 16/42,972
Gail Whitcomb 745/42,972 :
Charles B, Wrightsemau 40,287 /42,972

all as is shown by Exhibit A, attached to the application filed herein.

5. That the royalty interest under said SE/4 is as follows:

a. The 3/4 mineral interest tu and to the north 60 acres:
1/8 royalty interest as follows: Iarry Leonard, 33,3333%; S, M. Gloyd,
%0%; Saunders Estate, 16, 6667%,

b. The south 100 acres, 1/8 royalty as follows: Harey
Leonard, 1/4; S. M, Gloyd, 3/8: Saunders Estate, 1/8; Persons listed under
paragraph 4, above, 1/4. !

6. That the SE/4 of Section 28, Township 25 South, Range 37
Esst, NMPM, is situated within the horizontal limits of the Crosby-Dsvonian
Gas Pool as defined by Commission Order No, R-639, 2nd constitules a
standard drilling and spacing unit as required by said order.

7. That said Order No. R-639 requires that all interesis be
consolidated by pooling agreement or otherwise, in order to form a standard
drilling and spacing unit, '

8. That all persous owning any right te drill for, preduce, or
share in the production of gas from the Devonian forrnation underlying the
SE/4 of Section 28, Township 25 South, Range 37 East, NMPM, bave agreed |
to the pooling of their rights and interests insofar as the same relats io the
Crosby-Devonian formation, and have dedicated said interesis to the applicant's

paragraph 4, above, other than Gail Whitcomb and Charles B, Wrightsman,
who have agreed to such poeling.

i

9. That the pooling of the entire interest underiying the SE/4

of conservation; is required in the enforcement of a uniform spacing plan for

the Crosby-Devonian Gas Pool; ard unless required, the owner or ownexe of

{
i
}
i
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separately-owned tracts, including epplicant, would be ﬁeprived of the
‘opportunity to recover their just and equitable shars of the crade patroleum
'or natural gas, or both, in the pool. ‘
E 10. That the drilling of an additional well or weils in the unit
!would result in wuzte, and would impaiy correlative rights of ewners in the
llantt, ‘

IT 18 THEREFORE ORDERED:

i 1. That the application of Phillips Petrolenm Company for

i compulsory pooling of the SE/4 of Section 28, Township 25 South, Range 37 |
i East, NMPM, Lea County, New Mexico, be, and the same hereby is, approved,
and the intereste listed in peragraph 4 of the Findings of this order, insofar
as they cover and affect the undivided 1/4 mineral interast in tha North 60
acres of the said SE/4 be, and the same hereby are pooled with the remaluing
{nterests in said SE/4 for the formation of a standard drilling and spacing
unit as required by Order No, R-639,.

Z, That the owner of any interest not veluniarily pooled shall
share in the production from the unit frorn such time 35 he shall have:

a. Paid his proportional cont for the deilling of said well,
or,

b. Made satiafactory arrougements with the eperator for
the liguidation of bis proportionate share of the necessary sad proper costs |
of drilling, equipping and operating said well, including chasges for super. |
vision, as provided by etatute,

IT IS FURTHER CRDERED:

1. Thet the Comnmission retains jurisdiction of this cazg for
the purpose of determining the proper conts of development and operatien
of the pooled unit, in the event such costs are not agreed upon, ;

DONE at Santa Fe, New Mexico oa the day and year Lereinsbere

| deslgunted,

§
i
1
!
i
?
i

¢

STATE OF NEVW MEXICO
OIL CONSERVATION COMMIESION

h T £a —

JOHN I, SIMMS, Chairman

ir/




OIL. CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE. NEW MEXICO

February 6, 1956

o |
: : Mr. E; H. Foster
' Phillips Petroleum Co. _
: P.0. Box 1751
Amarillo, Texas
Dear Sir:
: ' We enclose a copy of Order R-747 issued on February 6th, 1956,
s [) by the 011 Conservation Commission in Case 978, which was heard at
is the November 16, 1955, hearing
i, Very truly yours,
:g_ We B. ){RCOY
if Secretary - Director
- WBMsbrp
Encl.,

L
’

Y e TR
R S N 5




-

(X AT Ay
S e

o
~

OIL CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE, NEW MEXICO

March 16, 1956

Mr. Jason Xellahin
P+0O¢ Box 597
Santa Fe, New Nexioo
' Re: Case 378, Order R-T747
PDear 8iry

I am enclosing copies of letters received by this office

 partaining to the above-captioned case for your handlinge

You will note that ir one instance Kr, Brady's letter wes
sent directly to Phillips Petroleun Coupeny, Bartlesvilis.

Very truly yours,

WV, Be }:lo.y
Soeutar; - Dirsotor
WBMtbrp
CC-Mrs, Silas Rvans
Stella Mathe
Johm L. Bredy




OIL CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE, NEW MEXICO

March 16, 1956

Hiss Stella Mathe

1708 E. Kenwood Beulevard
Milwaukee 11, Wisconsin

Dearv Miss Mathe:

Reference is made to your letter of March 12th pertaining

to this Coemission's Case 972 and resultant force pooling Order
Ro. R-"‘!\?o .

I am turning your letter over to Phillips Petrolaum C'omph.rv's
local attorney for his handling. Any future correspondence con-
serning your interest should be made direstly to Phillips Petroleum
Company,

Very truly yours,

We By Macey
Secretary - Director

WBMibrp
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OIL CONSERVATION COMMISSIONM
P. O. BOX 871

SANTA FE. NEW MEXICO

March 16, 1956

Mr, John L. Brady
5220 Barry Avenue

Chicago 41, Illinois
Dear Mr, Bl‘-d"
Reference is mads to your letter of March 12th pertaining

to this Commissionts Case 978 and rasultant forse pooling Order
NO. R"7’l7i

I am turmming your letter over to Phillips Petrolsum Company's

local attorney for his handling, Any future correspondence gon-
cerning your interest should be made directly to Phillips Petroleum
Company.

Very truly yours,

¥W. B, Macey
Seoretary ~ Director

WBMibrp
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OlL. CONSERVATION COMMISSIONMN
P. O, BOX 871

SANTA FE. NEW MEXICO

Merch 16, 1956

Mrs. Silas Rvans
3407 North Frederick Ave,
Milwaukee 11, Wisconsin

Dear Mrs, Evans;

Reference is made to your letter of Marsh 10th pertaining

to this Commissionts Case 978 and resultant forge rooling Order
Ro. R-747,

I am turning your letter over to Phillips Petroleum Companyts
local attorney for his handling, Any future correspondance con-

serning your interest should be made direstly to Phillips Petrolsum
Company,

Very truly yours,

W. Bs Macey
Secretary - Director

WBMsbrp




<"} 1ocal attorney for his

OlL. CONSERVATION COMMISSION
P. 0. BOX 871

SANTA FE. NEW MEXICO

March 20, 1956

Mr. Burton Le Robinett
5412 N. Natches Ave,
Chicago 31, Ilinois

Dear Sir:

Reference is made to your letter of March 14th pertain

ing
to t.hi; Commission's Case 978 and resultant force pooling Order
No, R« ‘7'

I am turning your letter over to Phillips Petroleum Company's

» Any future correspondence con- ,
cerning your interest should be made directly to Phillips Petroleuin
Company.

- Very truly yours,

Secretary - Director

WBM3brp
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OlL. CONSERVATION COMMISSION
£. 0. BOX 871

SANTA FE. NEW MEXICO

March 20, 1956

Mr, Jason Kellahin
P.0O« Box 597

Santa Pa, New Mexico

Re: Case 978, Order R-T47
Dear Sirg

1 am enclosing a letter received by this office pertaining
to the above-captioned case for your handling. You will riote

that the letter was sent directly to Phillips Petroleus Company,
Bartlesville,

Very truly yours,

We Be Macey
Secretary - Director
WBK:ibrp
Encl.

CC-Mr, burton L. Robinett
- 5412 N, Natchez Ave,
Chicago 31, Illinois



BEFORE THE

®il Tongervation Tonumission

SANTA FE, NEW MEXICO

November 16, 1959

IN THE MATTER OF:

case No._ 978

TRANSCRIPT OF PROCEEDINGS

ADA DEARNLEY AND ASSOCIATES
COURY REPORTERS
805 SiMMs BUILOING
TELEPHONE 3-6691
ALBUQUERQUE, NEW MEXico




BEFORE THE
R OIL CONSERVATION COMMISSION
- Santa Fe, New Mexico
November 16, 1955
)
IN THE MATTER OF: 3
Application of Phillips Petroleum Company. )
for an order pooling the rights and interests )
of all persons having the right to drill for, )
produce or share in the production of gas ) Case No. 978
from the Devonian formation underlying the )
SE/% Section 28, Township 25 South, Range )
37 East, Lea County, New Mexico, in the )
Crosby~Devonian Gas Pool. )
)
BEFORE:
Honorable John F. Simms
Mr. E. 8. (Johnny) Walker
Mr. William B. Macey
TRANSCRIPT OF HEARING
MR. MACEY: The next case on the docket is Case 978.
MR. KELLAHIN: Jason Kellahin, appéariﬁg for Phillips Pelroé
E leum Company. If the Commission please, this is a case involving the
j; forced .pooling . of fractional interests underlying the southeust
f' quarter of Section 28, Township 25 South, Range 37 East in the
Crosby~Devonian Gas Pool. As a preface {o our presentation of the
case, we would like to say»that'it is our interpretation of the
‘ {
. Statute that the pooling of the working interests in the unit cer-
e :
%, : tainly under the provisions of R-639 which established pool rules
g for the Crosby~Devonian Pocl, a unit of 160 acres, wnich unit should
% be a legal subdivision in which all of the interest has been consolt
%v idated. We have one witness, Mr. Keller.
C.F. XELLER
o called as a witness, having been first duly sworn, testified as follows:
ADA DEARNLEY & ASSOCIATES
ALEUGUERQUE, NEW MEXICO
TELEPHONE 3-6691




‘DIRECT EXAMINATION

By MR. KELLAHIN:

Q State your name, please.

A C. F. Keller,

Q By whom are you employed, Mr. Keller?

A Phillips Petroleum Company in Midland, Texas.

Q What position do you occupy with the Phillips Petrcleum
Company?

A Division landman.

Q Have you testified before the Commission previously?

A Yes, I have.

Q As a landman?

A Yes, I have.

MR, KELLAHIN: Are the witnesst's qualifications acceptable?
MR. MACEY: They are.

Q Are you familiar with Phillips! application in Case 978%

A Yes, sir. |

Q Are you familiar with the ownership of the interest underly
that acreage?

A Yes, I am.

Q Would you tell the Commission briefly what that 1s?

A The north sixty acres of the southeast quarter is covered
by two oll and gas leases owned by Phillips Petroleum Company which

cover an undivided three~fourths interest., The other one~fourth

interest under this sixty-acre tract is not presently under lease,

but is

Q
A

owned by Charles B. Wrightsman and others.

How many others?

Forty-nine others.

1

!
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ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQUE, NEW MEXICO
TELEPHONE 3-6691
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Q Fifty-two, I believe.
A PFifty-one others. The south 100 acres of the southeast

quarter is owned by the Woodley Petroleum Company and they have a

full-interest lease covering that 100 acres.

Q 1In connection with that, have you examined the application
with particular reference fo Exhibit A which is attached thereto?

A Yes, I have,

Q@ Does that correctly reflect the interests which have not
been leased?

A Yes, it does.

Q Has any pooling agreement been reached involving the south-
east guarter of Sectioh 282

A Yes, we have a unit operating agreement which has been exew
cuted by a number of parties, calculated on a percentage basis. Th
following parties have executed this agreement: Phillips 1is the
owner of a 28.129 percent interest; Woodley Petroleum Company,
62.5 percent interest; Charles B. Wrightsman, 6,78527 percent;
Gail White Corporaticn, .16254 percent, and W. B. Trammell, .08465
percent. Those interests represent a total of 99.65746 percent.
The balance, which is .3425 percent, is owned by forty-nine indive
iduals and they have not executed the agreement.
| Q@ Are these individuals among those whose names appear in
Exhibit A attached to the petition?

A Yes, they are.

Q Have you secured pooling agreement from a portion of those
who appear on Exhibit A?

A A portion, yes.

Q@ Is-there a well on this proposed unit?

w

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORYERS
ALBUQUERQUE, NEY MEXICO
TELEPHONE 3-660%




A There is a well drilling at the present time.
fy Q Could you state generally what the status of that well is at
the present time?

A I don't know the exact drilling well, buﬁ it i1s 8500 Devonian
test, and it is getting close to the Devonian, I understand.

Q Have you prepared aﬁy estimate as to the cost of drilling
the well?

. ong

A We estimate a drilling of /8500 foot, #$171,854.00.

Q On that basis what would the share of the cost of the unpoojled
interest be? |

A Their part of the cost of the well would be $588.

Q Just as an example to the Commission, have you figured what
the largest unpooled ihterest would be and what its share of the
cost would be?

A Yes, the largest of the forty-~nine individual interests is

@
[o¥

one which represents a .O4363 percent interest in the unit, and bas
on this cost of $l7l,85h.00 his proportionate share of the.well cos}
would be $75.00.

Q Have you figured an average cost for the unpooled interest?

A One of the average interests is one that is a .01701 percen

M

interest. His proportionate part would be %29.,00, ;
Q What about the smallest unpooled interest?
A The smallest individual interest which hasnt!'t been pocled
is .00021 percent. Hls proportionate part of the well cest would E

be approximately thirty-five cents.

Q Mr. Keller, has any effort been made to secure signatures
of these individuals to the pooling or operating agreement?

A No, there has not been, because we do not feel it would be

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQUE, NEW MEXICO
TELEPHONE 3-6691
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practical. We have found through experiehce that 1t is almost im=
possible to obtain the signature of an individual to such a pooling
agreement without personal contact. We estimate that it would
probably cost us about $7500 to go out and attempt to obtain these
signatures. That would hardly offset their proportionate share of
the well cost of $588. |
Q Do ?ou have anything you care to add to that?
A T belleveynot.
MR. KELLAHIN: That is all.
MR, MACEY: Any questions of the witness? If not, the
witness may be excused,
MR. KELLAHIN: That is all we have.
MR. MACEY£ We will take the case under advisement.

* k % * % % ¥ %

STATE OF NEW MEXICO )
: SS
COUNTY OF BERNALILLO )

I, ADA DEARNLEY, Court Reporter, do hereby certify that the
foregolng and attached transcript of proceedings hefore the New
Mexico 011 Conservation Commission at Santa Fe, New Mexlco, is a
true and correct record to the best of my knowledge, skill and

ability.
T b

®TARY CUBLIC~COURT BEPONTER

My commission expiress

June 19, 1959,

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQUE, NEW MEXICO
TELEPHONE 3-6681
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JasoN W. KELLAHIN
ATTORNEY AT LAW
S4v2 EAST SAN FRANCISCO STREET
POST OFFICE BOX 597
SANTA FE,NEW MEXICO
FELEPHONE 3-93968

)
it

Octover , 1955

Mr. W. B. Macey, Director
0il1 Conservetion Commission
State Capitol

Santa Fe, lew HMexico

Dear lir. HMacey:

fLttached is the application of Pnillips Petroleun
Company for an order pooling interests underlying their
Copper No. 1 Well, Crosby-Devonian Pool, ILea Couaty, lew
Mexico.

Due to the fact that this well at present is being
deepened, we request that the hearing on this case be set
as early as possible. A hearing before an examiner would
be satisfactory.

Your consideration in this will be appreciated.

X

Yours very truly,

dm V. Kbl L

Jason Y. Kellahin

JWK:Im




NOTICE OF PUBLICATION
STATE OF NEW MEXICO
OlL CONSERVATION COMMISSION
SANTA FE - NEW MEXICO

The State of New Mexico by its Oil Conservation Commission hereby gives notice
pursuant to law and the Rules and Regulations of said Commission promulgated
thereunder of the following publie hearing to be held at 9 o'clock a.m. on November
16, 1955, Mabry Hall, State Capitol, Santa Fe, New Mexico.

. . STATE OF NEW MEXICO TO:

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

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

CASE 978:

In the matter of the application of Phillips
; Petroleurn Company for an order pooling
all interests in the SE/4 Section 28, Town-
ship 25 South, Range 37 East, NMPM, Lea
County, New Mexico, in the Crosby-Devonian
Gas Pool.

s,

i Applicant, in the above-styled cause, seeks an order pooling the rights

and interests of all persons having the right to drill for, produce or share in the
production of gas from the Devonfan formation underlying the SE/4 Section 28, Town-
ship 25 South, Range 37 East, Lea County, New Mexico.

GIVEN under the seal of the New Mexico Oil Conservation Commission
at Santa Fe, New Mexico, this 25th day of October, 1955.

SRS

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

S/W. B, Macey
Secretary

SEAL
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UNIT OPERATING ACREEMENT

PHILLIPS PETROLLUM COMPANY, NOPERATORM
~AND

WOODIEY PETROLEUM COMPANY, ET AL, "NON-OPERATORS™

SOUTHEAST QUARTER (SE/4) SECTION 28,
TOWNSHIP 25 SOUTH, RANGE 37 EAST
Ne M. P. M., LEA COUNTY, NEW MEXTCO
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UNIT OPERATING AGREIRMENT

THE STATE OFF NI ]-HQ(ICO )
COUNTY or - LEA g

THXS 'AGREE-IEN‘I‘, mad'e and entered into as of the 2nd day of
August, 1955_ , by anci between PHILLIPS PETROLEUM COMPANY, a Delaware Corpora-
tion with‘eh'operating office ae‘Bartlesville, Oklahoma, hereinafter called
"Phillips™ or ,'V'Ooerator", ‘and, WOODLEY PETROLEWM COMPANY, a Corporation of
llouston, Texas, CHARLES B. WRICHTSMAN, of Houston, Texas, GATL WHITCOMB,
of Houstoo; Texas, JOHN E. HcCONNtLL JR., of Houston, Texas, and, W. B,

TRAL&HIEL .of Houston, Texas (or such of said parties as may execute this

_Agreement), herelnafter called Mfcodley", 'nghtsman" "lﬁu.tcomb"

: "l[c(,onnell", and "Tranunell" respectlvely, and hereinafter co]leet:.vely

called "Non-Operators"

— o e v e «-...o-.-.'—

The partles hereto represent that they are the respective owners
of 99 70109 per cent of the mnera.l 1nterest in ‘all depths and strata below

four thousand (4000) feet below the surface of the ground (either unleased

‘fee- J.nterest or 011, ga.s and m:.neral leasehold interest covering fee inter-

est), in the Southeast Quarter (SD/4) of Section 28, Township 25 South,

nge 37 Last,v N . M. Pl ,:_Lea__,poun_ty, New lexico, in the following pro-

portions, to-mt' <

: North 60 acres of sald Southeast Quarter (SE/4): :

~Ph1111p3 (leased mncral mterest) - 15.00000%
MWhitcomb (unleased mineral interest}) - .43344%
. Wrightsman (unleased rineral interest) - 23,42739%
- McConnell (unleased mineral interest) -  .11636%

Trammell (unleased mineral mterest) ~ T ,22573%

South 100 acres of sald Southeast Qua.rtcr (Slfyﬂ

Woodley (1eased mlneral 1nterest) - '100%
It is the - de31re of the partles hereto to enter into an agree-

ment cover:.ng the Jomt development and operatlon of sa.ld SE/4 of Section 28

~ for the produetlon of 011, gas and casmghead gas from all depths and strata
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below four thousand (4000) feet below the surface of the ground.

HOW, TIIERENFORE, in consideration of the premises and the mutual
covenants herein contained, the parties hcreto do hereby covenant and agree
as follows:

1.

UNIT ARFA. This agrecment shall cover the oil, gas and cas-
inghead gas (hercinafter called Moil and gasM), in and under and that may
be produced from all depths and strata below four thousand (4000) feet be-
low the surface of the ground in the following described land, to-wit:

The Southeast Quarter (SE/4) of Section 28,

" Township 25 South, Range 37 East, N.M.P.M.,

Lea County, New Mexdco,
which said area with regpect to said substances and with respect only to
said depths and strata is hereinafter called "Unit Area, Said Unit Area
shall be deveit.apéd and opefated for the production of 0il and gas by
Opefator gubject to the terms of this agreement, and the parties hereto
hereby commit to'thié agreement their leases and unleased nineral interosts
insofar as the same cover and pertain to the oil and gas in and u{xder and
that may be produced from the Unit Area; however, except for the right to

occupy and use the Unit Area for the purposes hereof and the right to share

‘in the productﬁ'.on therefrom as herein provided, and except as may otherwise
be herein specifically provided, title to the interests so committed shall
‘remain in each of the respective parties.

2.
WORIING INTEREST AND ROYALTY INTEREST. Any unleascd mineral

interest committed to this agreement shall be treated for all purposes of
this'a.greemcnt as 1f it were an oil and gas lease in favor of the owner of
such unleased mineral interest on a form providing for the usual and custo-
mary one-eighth (1/8) royalty and containing the usual and customary "lesser
interest clause"™. Hence, fdr the pﬁrﬁose of this agreement and as between
the parties her;to the royalty interest shall be treated as one-cighth (1/8)
and the working interest shali be treated as seven-eighths (7/8). Thds

-2




agreement shall in no way affect the right of the owmner of any such unleased
interest to receive an amount or share of production equivalent to the roy-
alty which would be paid or due if such unleased interest wore subject to
an oil and gas lease as provided in this numerical section.
3.
UNIT PARTICIPATION. The seven-eighths (7/8) working interest

in all oil and gas produced and saved from the Unit Area (i.e., from said
strata below four thousand (4000) feet below the surface in said SE/4 of
‘Section 28), and all cquipment acquired pursuant hereto for the joint ac-
count of the parties-shall be owned and shared, and all costs; expenses and.
lisbilities accruing or resulting from the development and operation of the
Unit Area pursuant hereto shall be shared and borne, by the parties hereto,

in the following proportions:

Phillips - 28,12500%
Woodley - 62.50000%
Wrightsman - 8.78527%
Whi tcomb - +16254%
McConnell - .04363%
" Trammuell - .08465%
Phillips ~ As an in-

terest carried by

Phillips ' - .29891z
- ' 100.00000%

Phillips by the exeeution hereof has assumed the burden of carrying an un-

leased interest owned by various parties not named herein, totalling .29891

per cent as above indicated. Phillips shall be solely responsible for any

and ‘all carges hereunder against such interest and for any accounting or

. settlement with the owner or owners thereof, If this agreement should be~

come operative as-ﬁrévided in Section 29 below; and Phillips shall elect

to assume the Burdeﬁ of'carrfing the interest of any party or parties abéve
named who may fail to exgcuté this agreement, as provided in Paragraph 4
below, then any suéh'additional interesf or ‘interests so carried by Phillips
shall be added to the interest of Phillips as an interest carricd by
Phillips and Phillips shall likewise be solely responsible for any and all
charges hereunder against such interest and.for any accounting or settle-

ment with the owner or owners thereof.

3=
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4.

UNCOMMITTiD INTERESTS.  Should this agreement become operative

as provided in Scction 29 below without all parties above named as owning
an unleased interest having executed this agrcement, then Phillips may, if
it so desires, elect to carry the interest of any one or more of the parties
not so executing this agreement inllike manner and upon the same terms and
conditions as herein provided with respect to the aforesaid .29891 per cent
unlcased interest by notifying the parties hereto of such election simul-
tancously with the notice by it to the parties hereto that this agreement
has become operative as p?ovided in said Section 29 below.

5.

ROYALTY - OVERRIDING ROYALTIES, PRODUCTION PAMIENTS, WTC. The
regular one-eighth (1/8) royalty interest in all oil and gas produced from
the Unit Area (i.e., frqm said strata below four thousand (4000) feet in

said SE/4 of-Séction'ze), shall be allocated to the payment of the regular

-one~eighth (178) royalﬁy (ihcluding the regular one-eighth (1/8) royalty

herein assumed to exist with respect to unleased interests), due under the

terms and provisions of the 0il and gas lease or leases (or due hereunder

- with respect to unleased interests), under and pursuant to which and upon

"which the well or wells from which such production is encountered were

drilled.

If anyileaschoid or unleascd mineral interest contributed to

the Unit Area is now o? éhall hercafter become Burdened with any royalties,

ovefriding royaltiéﬁ,4bgymepfg out of production or any other payment or
chargés'in excéss $£-tgé usu;l one-eighth (1/8) royalty, the party contri-
buting such interést shﬁll.Bearvand assune. the same, unless otherwise paid
and satisfied,'out.of-the inéerest of such party in the seven-eighths (7/8)
working ihtereSt creditéd:to it hereunder. -

6.

FATLURE OF TITLE. Any failure of title to all or any part of

the interest of any of the parties hereto shall be borne and suffered by
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the party whose title shall so fail and the proportionate interests of the
parties remainlng subject to this agreement shall be readjusted accordingly;
provided, there shall be/;:;roactlve adjustment of costs or liability in-
curred or income received prior to the final determination of such failure .of
title and the readjustment of such interests.

7.

DELAY RENTALS ANMD SIUT-IN WELL PAYMENTS. Each party hereto

shall pay all delay rentals and shut~in well payments which may become due
on the lease or leases owned by it within the Unit Area, The parties hereto
shall exercise due diligence in the payment of such delay rentéls and shut-
in well payments, but shall not be liable in damages for failure to make pro-
per or timely payment thereof; In the event of loss of leasehold title by
failure to make payment of any,délay rental or shut-in well payment, the
party suffering such loss of t1t1e shall make a bona f1de effort to secure

a new lease coverlng the same interest within a reasonable time, and in the

event of failure to secure a new lease, such loss of title shall fall en-

‘tirely upon the party contributing such lease or leases.

8.
UMIT OPLRATOR. Phillips is hereby designated as Operator of

‘the Unit Area and of all the physical equipment of the parties lereto used,

had or obtained in connection with the development and operation thereof for
the purposes of and pursuant to the terms of this agreement. Subject to the

provisions hereof, Operator shall have exclusive control and management of

‘the development and operation of the Unit Area for the production of oil and

gas for the joint account and benefit of the parties hereto. The Operator
shall conduct all oper#tions hereunder with‘reasonahle diligence, and in a
good and workmanlike manner, but shall have or assume no risk, responsibi~
lity or liability t§ Non~Operators for any ndistake or error in judgment in

its management and operation of the Unit Area, except for the negligence or ™.

willful misconduct of the Operatorfs agent, servants and employees.




At the expiration of twelve (12) months from the co:taenceiiont of
operations hercunder aud on each amiversary date thercafter, any then non-

' operating party owning or representing at lcast twenty-five (25%) percent in-
terest in and to the production from the Imit Avea may, by giving thirty (30)
days prior written notice to the then Operator, take over and assuue the de~
velopment and operation of the Unit Area, all with the same powers, rights
and dutices of the Operator designated herein..

9.
COST AMD ACCOUNTING. Operator shall pay and discharge all

costs and expenses incurred for the joint account and shall charge cach of

the partics hereto with his or its rcspective proportionate share upon the

cost and expense basis provided in the Accounting Procedure hereto attached,
marked Ixhibit YA" and made a part hereof. If any provision of said Exhi-
bit MAM conflicts with any provision hercof, then this instrument shall con-
trol. ‘Each.party hereto other than Operator will promptly pay Operator such
costs as are chargeable to such party hereunder.F-Any exceptions to the
statement of Operator shall be made within eighteen (18) months of the date
thepéof and if no exception be made within such time, then such statement
Shall be considered correct. Payment shall not prejudice the right to pro-
test the correctness of any statement.'ZThis provision with respect to pro-
i ‘ .fest shall not prevent annual adjustment'of physical properties to actual
inventory as provided in the Accounting Procedure attached hereto,

It sball be deemed that the well heretofore drilled by Phillips

" to a depth of three thousand six hundred five (3605) feet, referred to in

? Section 10 hereof, was drilled for the joint account of the parties hereto
€ | and such cost shall be determined upon the cost and expense basis hercin
O provided, and Phillips‘shall be reirbursed therefor by the parties hereto in
£ ‘the same proportion as other costs and expenses incurred for the joint ac-
count are required to be borne hereunder.

Operator before incurring any item of expenditure in excess of

Five Thousand ($5,000.00) Dollars, except experditures for the drilling,




completing and equipping of wells specifically authorized by the parties here-

to, shall secure the written consent and approval of Non-Operators. Operator

shall, upon request, furnish Non-Operators with a copy of Operator's authority

for expenditures for any project costing in excess of Two Thousand Five Hun-
dred ($2 500.00) Dollars.

Uperator shall at all times keep the joint interests of the
parties hereto in and to the Unit Area and @he equipnent thereon, free and
clear of all labor and mechanic's liens and encumbrances.

10.

TiST WELL. Phillips has heretofore commenced a well and drilled |
the same to a depth of three thousand six hundred five (3605) feet at a loca-
tion in the approximate center of the Northwest Quarter (IW/4) of the South-
cast Quarter (SE/4) of said Section 28. On or before thirty (30) days after
the giving of the notice provided for in éection 29 hereof, Philiips, as
Operator, shail commence or cause to be comuenced, for the joint account of
the parties hcreto, operations for the deepening of such well and therecaf-
ter shall decpen and drill said well with due diligence and in a good and
workmanlike manner to a depth sufficient to test fully the Devonian Forna~
tion, the top of which is expocted to be oncounterod at a depth of approxi-
matoly eight thousand two hundred fifty (8250) feet, or to oll or gas in
commercial quantities or water in excessive quantities in said Devonlan For-
mation at a lesser depth, or to igneous or metamorphic material‘or othof
practically impenetrable formation, or to such depth at which mechanical diffi=
culties make further drilling impractiecal, whichever is the lesser dapth,

d Provided, however, that notwithstanding the Operator has exclu~
sive control and management of the.development and operations of the Unit
Arca, as hereinbefore provided, it is agreed that prior to the comnencemsnt
of the above mentioned test well, and any subsequent wells that may be drilled

on said Unit Area, the then non-operating party owning or ropresenting at

.. least twenty-five (25%) percent interest in and to the production from the

Unit Avea, shall have the right to approve in writing (a) the Authority for
Expenditure; (b) the form of drilling contract proposed to be ontered inte




IR

BT

T A P
D R AR A O

e e b s Yo 8 s AT

with the drilling contractor; and, (¢} the drilling program.

1.

ADDITIONAL DRYLLING, DEEPENING, PLUGGING BACK, R:ECONDITIONING, RE-

WORIACNG AND ABAUDOMNINT OPERATIOHS. Ixcept for the deepening of the test
well provided for in Section 10 hercof, the parties Hereto shall rutually agree
upon the drilling, location, decpening, plugging back, re'conditioning, rework- .
ing or abandomment of any well drilled pursuﬁnt.hereto. Consent and approvai
to the drilling of a well shall include all éxpenditures, regardless of the
amount, for the drilling, testing, completing and equipping of the same, in-
cluding all necessary lines, scparators and lease tank;ge.
12.
RLLS HOT MUTUALLY AGREED UPON. Xf at any time the parties can-

not mutually agree upon the drilling of a particular well, the party or
parties desiring to drill such well shall give the other parties written no-
tice thereof, specifying the location, proposed depth and estimated cost.

The parties recéifing such notice shall have ten (10) days after receipt
thereof within which to notify the party or parties desiring to drill such
well whethef or not'such parties shall elect to participate in the cost |
thereof. The failure of any party to give such notice within said period of
ten (10) days shall be construed that such partf does not elect to partici-
pate in the cost of the proposed well. If such other parties shall clect

not to participate in the cost of the proposed well, then within thirty (30)
days after the expiration of said period of ten (10) days the party or
parties desiring to drill such well, in order to be entitled to the benefits
under this section, shali comience the same and thercafter prosecute the same
with due diligence in a worlmanlike manuexr until said well is completed. Any
well drilled under thc’provisions of this scction shall conform to the then
existing well spacing program. The drilling of any well under the provisions
of this section.shall be conducted at the sole cost, risk and expense'of.thc
party or parties'olecting‘to drill such well, The party or parties drilling

any well under this section shall, within sixty (60) days from the_date of the




completion thereof, furnish the other party or partics with an inventory of
the equipment in, on or about said well and with an itemized statenment of the
cost of drilling, cquipping, testing and completing said well feady for pro-
duction, and each month thereafter during the time the participating party
or parties is or are being rcimbursed, as hercinafter provided, with an
itemized statement of the cost of the operation of said well and the quan-—
tity of minerals produced therefrom and the amount of the proceeds from the -
sale of the production in the preceding month., If such a well when com-

(“ . pleted results in commercial production, the participating party or parties
shall be entitled to receive all the proceeds from the sale of such produc-
tion from such well after deducting all royalty interests, overriding roy-
alty interests and production payments, if any, untii said participating
party or parties shall have received therefrom an amount equal to one amd
one-half times what each nonparticipating party's share of the cost of

such well (including equipment acquired or installed on account of such

well), would have been had cach such party participated, and one hundred
per cent (100%) of each such nonparticipating party's share of the cost of
operating such well during the time such payment is being nmade. VUpon pay-
| ment to the participating party or parties of the amounts aforesaid, such
;@ § well shall be owned and operated and each such nonparticipating party shall

be entitled to receive its or his proportionate share of the production

therefrom the same ag if such well had been drilled by mmutual agreenent of

all parties hereunder. In the event the participating party or parties fail

é to obtain out of the proceeds from the sale of such production as aforesaid,

| a sufficient anmount to pay to the participating party or parties the amounts
aforesaid, the participating party or parties shall be entitled to so nuch
of the nonparticipating partics?! share of the net salvage value of all such
material and equipment placed or installed by the participating party or

parties in or on the Unit Area in connection with the drilling and operation

of such well as is required to malke up the deficiency; provided that if such

material and equipment have a net salvage value in excess of the amounts so
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payable to the participating party or parties, such oxcess shall be owmed by
all the partics hercto in proportion to their interest in the Unit Area.
Honparticipating parties shall have the right at all reasonable times to in-
spect and audit cach participating p’arty's books, records and invoices pcf‘-
taining to any matter of accounting with respect to the drilling and opera-
tion of any well drilled pursuant to the provisions of this paragraph. If
any such well should result in a-dry hole or noncomuiercial production, the
participating party or partics .sl’mll plug and abandon the well af its or '
their sole cost and expense. The party or parties drilling and‘operating any
such well under. this section shall hold the nonparticipating party or partics
free and clear of all cost, expense and liability in conncctiox{ therevith.
13, |

INSURANCE. Operator shall at all times while operations are
cénducted hefeunder, purchase or provide for the benefit of the joint account,
inéurance to cover all drilling, producing and other operations as follows:

~ (a) Workment's Compensation Insurance in accordance with the
laws of the State of lew Hexico, and Bwployer's Liability Insurance;

(b) Public Liability Insurance covering both bodily injury
and death, with limits of not less than $100,000.00 as to any one
person, and $300,000.00 as to any onc accident, and property damage
liability inswrance with a limit of not less than $100,000.00 per
accident; )

(c) Automotive Public Liability Insurance with bodily in-

jury limits of not less than $100,000.00 as to any onc person, and
$300,000.00 as to.any one accident, and Automotive Property Damage
Insurance with a limit of not less than $100,000.00 as to any one
accident. '

The joint account of the parties shaoll be charged with an amount
equal to the premium applying to the protection provided., All losses not
covered by policics of insurance for the hazards set out above shall be borne
by the partics hereto as their interests appecar at the time of any such loss.
Operator agrees to notify Non-Operators irviediely of any occurrence waere
loss or liability may exceed $10,000. 00,

14,

BEPIOEES.  The muwber of employees, the sclection of such em~

ployces, the hours of labor and compensation: for services to be paid any and

~10-~




all such enployces shall be determined by Operator. Such employces shall be
the ewployees of Operator. ‘
15.

SVERAL LIABILITY. The liability of the parties hereunder shall
be several and not jbint‘or collective. Each party shall be responsible only
for its obligations as hercin seat out, and Shall be liable for its propor-
tionate share of the cost of developing and operating the premises subject
hereto. It is expressly agreed that it is not the purpese of this agreement
to create; nof shall the operations of the parties herecunder be construed or
cousidered as a joint venture, or as any kind of a partnership;_

Insofar as is applicable to the parties hercto, each of such
parties agreés to and does hereby elect to be excluded from thé application
of Subchapter K of Chapter 1 of Subtitle A of the Internal Revenue Code of
1954, or such-part thereof as may be permitted or authorized by the Secretay
of the Treasury of the United States or his delegate. Likewise, each of the
parties'agrees to and does heréby so elect with respect to any applicable
state income tax iaw that now or in the future contains similar provisions.
Each of the parties hereto hereby authorizes and directs Operator to execute
such election or elections in his or its behalf and to file the same with
the proper administra;ive office or agency. BEach of the parties hereto
agrees to pefsopally exccute and join in such election or elections upon re-
quest of Operator. Operator shall furnish the other parties hereto a copy of
all such elections.

_ 16.
OPERATOR!S LIEN. - Operator shall have a lien on the interest of

each of the Noh-Oper&tors subject to this agreement, the production there-
from, the proceeds thereof, and the material and equipment thereon, to se-
cure Operator in the payment of any sum due to Operator hereunder from such

parties hereto. Said lien shall not apply to the regular one-eighth (1/8)

royalty herein assumed to exdist with respect to unleased interests.




17.

SURPLUS VATERTAL AND EQUIPMENT.  Surplus material and cquipnent

from the premises, which in the judgment.of Operator is not necesSary for the
developnent and operation thereof, may, by nmtual consent of the partiés
hereto, be sold by Opcrator to any part& to this agreement or to others for
the bencfit of all partics hereto, or may be divided in kind between such
parties. Proper charges and credits shall be made by Operator as provided in
the Accounting Procedure, IExhibit A", hereto attached.
BT
DRILLYING COMIRACTS. A1l wells drilled on the prermises shall be’

drilled on a competitive contract basis at the usunal rateé prevailing in the
area, Operator, if it so desires, may employ its owm tools and equipment in
the drilling of wells, but in such event, the charge thercfor shall not ex-
ceed the prevailing rate in the field, and such work shall be performed by
Opefator under the same terms and conditions as shall be customary and usual
in the field in contracts of independent contractors who are doing work of a
similar nature.
19,

DISPOSITION OF PRODUCTION.  Each of the partics herete shall

take in kind or scparately dispose of his or its proﬁortionate share of the
bil and ‘gas produced from the premises exclusive of production which may be
ﬁscd in development and producing operations on said premises and in pre-
paring and treating pil for marketing purposes and production unavoidably
lost, and shall pay or causc to be paid all applicable royalties thercon.

In event any'party hereto - shall fail to make the arrangements necessary to
take in kind or separately dispose of his or its proportionate share of the
0il or gas produced from said premises, Operator shall have the right, for
the time being and subject to revocation at will by the party ovming same, to
puréhase such oil or gas or sell the same to others at not less than the market
price prevailing in the area and not less tﬁan the price vhich Operator re-

ceives for its own portion of such oil or gas. Tach party hercto shall be

~12-
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entitled to reccive directly payment for his or its proportionate share of

the proceeds from the sale of all oil aﬁd gas produced, saved and sold from
said premiscs, and on all purchases or sﬁles, each party shall execute any

division order or contract of sale pertaining to his or its interest. Any

extra expenditure incurred by the taking in kind or separate disposition by
any party hercto of his or its proportionate share of the production shall

pe borne by such party.

20.

TRAMSTERS OF INTEREST. No assignment, mortgage or other trans-

fer affecting the interest of any party hereto, the production.therefrom, or -
cquipnment thefcon shall be made unless the same covers the entire working
interest of the assignor, mortgagor or seller in the Unit Area, it being
the intent of this provision to m&intain the joint decvelopment and opera-
tion of the Unit Aréa; provided that the assignment, mortgage or other
transfer'of a lesser interest than the assignorts, mwrtgagorts or sellerts
entire worldng interest may be made upon securiﬁg the approval of the other
parties in writing.

21 -

REGHT OF PANTILS TO INSPECT(PROPERTY’AND RECORDS . The follow-
ing specific righté, privileges and obligations of the paréics hereto are
'hereby éxpressly provided,vbut not by way of limitation or exclusion of any
other rights, privileges and obligations of thc respective parties:

(a) Any party hercto shall have access to the entire Unit
Area at all reasonable times to inspect and observe
operations of every lind and character upon the pro-

PertYf

(b) Any party hereto shall have access, at all reascnable
- times, to any and all information pertaining to wells
drilled, production sccured and marketed, and to the
books, records and vouchers relating to the operation

of the Unit Area..

(¢) Operator shall, upon request, furnish the other parties
hereto with daily drilling reports, truc and complete
copics of well logs, tanks tables, daily gauge and run
tickets, and reportsof stock on hand at the first of
each nonth hall also, upon request, nake avail-
able samplésaggdscuttings frog any gnd all wells drilled
on the Unit Area.




22,
OrY0:l 01 PANTINS TO TAWLS OVER WELLS. If any well drilled pur-

} : suant to the terms of this agrecment is not productive of oil or gas in cormer-
cial quantitics at a depth below four thousand (4000) feet below the surface
of the ground, the party or partics owning an interest in and to the portion
of the Southeast Quarter (Si/4) of said Section 28 on which the well is lo-
cated shall have the option, for a pcribd of thirty (30)_days after the de-
termination is made fhat such well is nonproductive of bil or gas at such
depth, to take over the well upon reimbursing the other parties to this apgree-~
nent for such other partics! proportionate share of the cost of drilling such
well to the depth at which the party or parties electing to tale over the
well recomplete the sarme and paying to such other parties their proportion-
atc share of the net salvage value of the recoverable material and equipment
necessarily left in and about the well for the completion and operation there-
of at the depth at which the well is so recorpleted. Upon reimbursemenf’as
above provided, each party so reimbursed shall assign, without warranty of
title, express or'implied, all his or its right, title and interest in said
well and equipment therein and theréou, together with his or its interest in
so rmch of said SE/4 of Section 28 as is atfributablc to such well under the

applicable spacing order of the 0il Conservation Conmission of Mew Mexico,

i insofar only as all depths and strata down to and including four thousand

(4000) feet below the surface of the carth are concerned, to the party or

partics cxercising such option; provided, that if any such rcimbuirsed party

" be the owner of an unleased mineral interest, then such party shall exccute

and deliver to the party‘or parties so exercising such option, (1) a bill of

S

sale, without warranty of title, cxpress or implied, covering all his or its
right, title and interest in and to said well and the cquipment therein and
thereon, and (2) an oil and gés lcase on the form attached hereto as IExhibit

"Rt sovering the area within said SE/4 of Scction 28, which is attributable

ﬂf}"“\?’;"m"ﬁ;f..{;v‘ln*33{4}%3:}'\_\;0#&;“51‘\?,{“?’1‘1'& IO e L s

to such well under the applicable spacing order of the 0il Conservation Cor

mi.ssion of New ifexd.co insofar only as all depths and strata down to and in-

cluding four thousand (4000) feet below the surface of the carth arc concerned.

-14-




Should morc than one party cxercise such option, then such partics shall share
in the rights and obligations in respect thereto in proportion to their res-
pective interests in and to the tract on which the well is located at the time
of.thc exercise of such option.

23.

SUIGUIIDER OF LEASES.  No lease cmbraced within the Unit Area
shall be surrendgred except by the rmtual agrceﬁent of the parties. If one
party should desire to surrender any lcasc or leases and any other party is
not agreeable thereto, the party desiring to surrender shall assign, without
varranty of title, express or implied, to such other party or partieé, all -
of its or his interest in such lcase or leases. The party or parties receiv-
ing any such assignment shall pay the assigning party the reasonable net
salvage value of the assi gning party!s proportionate part of the equipment
in and on any well or wells drilled under the terms of this agreeuent on such
leasc or lqases priqr to the date of any assigument. Thereafter, the party
or partiecs rccei#ing such assignment shall own and hold any such lease or
Jeases and the weil or wells thereon free and clear of the terms of this
agreement, 'If there is more than one party receiving such assigmnent, same

shall run in favor of the parties receiving it, and the costs connected

therewith shall be borne in proportion to their then raspective interests

herein,
3 } . 24.
ADANDOIMENT OF WELL. No well which is producing or has once

produced shall bé'#bandoned without the mutual consent of the partics hereto;
provided; however; if the partics are unable to agree as to the abandonment
of any well, then the party or parties not desiring to abandon tho well shall

tender to the party or pérties desiring to abandon, the latter's proportion-

“ate share of the net salvage value of the material and cquipment in and on

said wcll.‘ Upon receipt of said swm, cach party desiring to abandon such

well shall, without express or implied warranty of title, assign to tho party

or parties tendering said sum its interost in said well and the equipment
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therein, together with its leaschold interest in so mich of the Unit Area asg
is attributable to such well under the applicable spacing order of the 0il
Conservation Commission of New Mexdico, insofar as the same relates to the hori-
zon from which said well is producing or last produced. In the event the |
assigning party shall, in lieu oflsﬁch assignment of leasehold rights; exe~
cute and deliver to the non-abandoning party or parties, without warranty of
title, an oil and gas lecase upon such owner's unleased mineral interest in
the Unit Areca as will aéconmlish the same result and upon a form conforming
to the form of lease attached hereto as Ekhibit upit, If there is more than
one non-abandoning party, such assignment or lease shall run in favor of the.
non-abandoning parfies in proportion to their then respective interests
herein.
25.
TAXES. Operator shall make a bona fide effort to render, for ad

"valorem tax purposes, the entire leaschold rights and interest covered by

this contract and all physical property located thereon or used in connec-
tion therewith, or such part thereof as may be subject to.taXation under

future laws, and shall pay, for the benefit of the joint account, all such
ad valorem taxes at the time and in the mamner required by law which may be

assessed upon or against all or any portion of such ieasehold rights and

‘interests and the physical property located thereon or used in comnection

therewith, Operator shall bill Non-Operators for their proportionate share

- of such tax payments as provided by the provisions of the Accounting Pro-

cedure, Exhibit A", attached hereto,
' o 26.

: TUBULAR»GCODS. Notwithstanding any limitations of the Account-

ing Procedure, Exhibit MAM attached, during such times as tubular goods and
other eqpipment are nbt\aéailable at the nearest cuétomary supply point,
Operator shall be permitted to charge the joint account for all tubular goods
and other equiﬁment transferred from Operator!s warehouse or other properties

to the premises covered by this agreement, with such costs and expenses as may

16~
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have been incurred in purchasing, shopping and moving the rcequired tubular
goods and othor equipnient to the preudses covered by this agreament; provided,
however, that Non-()pc)}ators shall first be given the opportunmity of furaish-
ing in Kkiud or in tonmage, as the partics may agree, their share of such tubu-

lar goods and other equipnent required.

27,

FORCE HAJLURE, LAUS AND RWSULATIOQNS.  Operator shall not be

liable fér any loss of property or of _time caused by strikes, riots, fire,
tornadoes, floods or for any other cause beyond the control of Op;:rator
through the exercise of reasonable diligence. All of the provisions of this
agreement arc hereby expressly made subject to all applicable federal or state
laws, orders, rules and regulations, and in the cvent this contract or auy
provision hereof is found te be inconsistent with or contrary to any such

law, order, rule or regwlation, the latter shall be deemed to control and
this contracf shall be regarded as iwdificd accordingly and as so modified
shall continue in full force and effect.

'IIOTIC.%. Al notices that are required or authorized to be
given hereundor," excopt as otherwise speeifically provided herein, shall be
given in writing by United States mail or Western Un;ion telegran, postage o
»chargcs'prcpaid, and addvessed to the party to whom such notice is given as
follows:

Phillins Petrolcum Cormany
Attention: Land Ocparticent
Dartlesville, Ollahona
Yoodley Petrolewn Company
P. 0. Boxx 2082

Abilene, Youas

Charles B. Wrightsnan

P. 0. Box 256

llouston 1, Texas

Gail Whitcomb

. Commerce Building
ilouston 2, Texas




John i, lcComnelld, Jr.
2525 Stanmore Drive
liouston 19, Texas

. B. Tramaell

The orig 1nat1ng notice to be given under any provision hercof sha.ll be dcemed
given when received by the party to whom such notice is dlrectcd, and the
time for such party to give any response thereto shall run from the date the
originating notice is received. The second or any subsequent notice shall be
deened givgn_{fhen-depositcd in the United States Post Office or with Vestern
Union Telegraph Company, with postage or charges prepaid.

| 29.

TERRANATION - 48R,  Six (6) months from the date hereof this

agreement shall, with respcct to all parties who have exccuted the sane, ter-
minate amnd be of no further force and effect unless within said time one or
both of tie fo]lomng two contingencies shall have occurred:

(1)' Zoth this agreoment and a d_ry gas and associated liquid
hydrocarbons royalty agreement covering said S3/4 Sec-
28, witich is being circwlated for exscution concurrently
‘herawith, have been cxecuted by a sufficient number of
partics that in the judgment of Phillips it is feasible
for the parties exccuting this agrecment to assuiie the
obligation hercof and procced hercunder and a perimit for
the drilling of the initial test well hercin provided
for has been or in the judgment of Phillips can, within
‘the tiuc required to proceed hercunder, be procurcd and
Phillips hos notified the parties cxecuting this agree-
nent in writing of the occm'ronce aud/or cxd.stence of
such facts; or

(2) This agrecment has been executed by a sufficient number
- of parties and the 0il Consérvation Contmission of iew
" Mexico has issued an order pooling and adjusting the
rights and interests of the owers of the gas rights in
-the ‘Devonian Formation wunderlying the 5i/4 of said Sec-
tion 28-as a gas drilling unit of such character and of
such finality that in the judgment of Phillips it is
feasible for the partics exccuting this agreaiient to
asswie the obligations hercof and proceed hercunder and
a permit for the drilling of the initial test well here-
_in provided for has been, or in the judgment of Phillips
can, within the time required to procecd herecunder, be
procured and. Plulllps has notificd the sarties cxecuting
this agrecnent- in er.tlnp' oi‘ the occurrence and/or exis—
tence of such facts.




In the cvent cither or both of said coatingencics occur, then the date upon
which Phillips shall give notice of the fact of the cdstence of cither or
both of such contingencies shall constitute the operative datcof this agree-
nent.

Unless so terminated, this agrecment shall continue in force and
effect so long after the completion of said Vtcst well as oil or gas is pro-
duced from the Unit Arca or so long as drilling, reworiding or other opera-
tions are being conducted thereon pwrsuant hereto and for such time there-
after as is reasonably necessary to plug and abandon or 'ot‘herm?.se dispose of
any unplugged well and remove all jointly owned material and cquipment from
‘the Unit Avea.

30.
COUNTEAPART COPIENS — PARITAL EXICUTION. This instruzent has

been preparcd and may be exccuted in éounterparts. The execution of any
counterpart shall bind the interest and a.creagé of each party executing same
waether or not cxecuted by all parties owming an interest in the Unit Area.
The terms, conditions and provisions hereof shall constitute
covenants r(xmxing wvith the lands and leaschold estates coveredAhcr'eby and
shall be binding upon the parties hereto and their respective successors,

heirs and assigns.
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I WITIESS WILIRZQOX, the parties hereto have signed this agrcement

&N

the day and year"first above written.,

. PIILLIPS PETROLEW GO PANY
: ATTEST: . o _
By: :
Assistant Sceretary . Vice Presidemgfg
L WOODLEY PETROLSUM COMPANY
ATTEST: ‘ _
¥ Deaye e Woy By:.
S accretaty o President
Charles 3. (rightsman Gail Whitcomb
T Johm 9. neConnell, Jr. _ . B, Trammell
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4
COUNTY UF WASIHINGION ¢
On this _. day of » 1955, before me appearcd

» Lo re personally knowm, wio, being by ne duly
_8Wori, wad say that he i1s Vice President of PHYLIYPS PETIOLEUM CO PAITY, a Cor-
poration, and that the seal affixed to said instrunent is the corporatc scal
of said Corporation and that said instrwimnt was signed and sealed in behalf

of said Corporation by authority of its Doard of Directors, and the said
aclnowledged said instrwnent to be the free act
and deced of said Corporation.

W OVITNESS WilsREOX, I have hereunto sct ry hand and affixed ny offi-
cial seal the day and ycar in this certificate abow written.

My Conmission Ixpires:

Hotary Public in and for Wasiington
County, Oklahoma

TS STATE QOF TEHAS 9
¢
COUNTY OF  [HARRIS ¢
) Ou tlu.s - >’ day o - 5 1955, before e appeared
NS YRR s to ne ncrsonallj Ymown, wio, oon‘ag by e duly

sworn, did say that he is —-—--President of WOUILLY PHTROLIU! COIPANY, a
Corporation, and that the scal a;.fa.xed to said instruwaent is the corporate
seal of said Corporation, and that said instrument was sizned and secaled in
behalf of sa.J(q Cor?oration by authority of its Board of Directors, and the
said T 3 (7 - / aclmowledged said instrusent to be the free act
and deed of said Cdlrporation.

W WITNEESS WIREOLF, Y have hercunto set my hand-and affi'}:cd ny offi-
_ 01a1 scal the day and ycar in this cortificate above written.

HELSH S, JUKSAR

“\"ﬁfi ¥ullic, in and Tor Hareks Counly, Yaxar . . ' /
liy Copmigsion lampires: : . s e
\ . ] rotary Publlc in and for llarris
oo 4, A T - . County, Texas
7 T
THE STATE OF TUXAS. - . - g
COUNTY. OF HARKIS . §.
on this ‘day of . s 1955, before me personally

appcarcd CHARLES B. WRIGIHTSIA, to re lknowa to be the person described in and
who exccuted the ‘foregoing instrument, and aclmowledged that he cxecuted the
samc as his free act and deed.

A JITNESS ‘ﬂmi“:lOI‘ T havc hereunto set ny hand and aifixed ny of-
ficial scal the day and year in thv' certificate above written.

My Commission cxpires:

Hotary Public in and for larris
Conuty, Texas

—20-
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THE STATS 0F TEXAS )

0
COUNTY OF ILURIS 9
\
Oa this ; day ofl » 1955, beiore e persoaally A

appcarced GAIL WHITCOME, to me known to be the puirson desceribed in and vho cxe-~
cuted the foregoing instrmwnment, amd ackinowledsed that he esccuted the sa.c as
his free act and deed.

Til WITNESS WIESUI0F, T have hereunto sct vy hand and affized my offi-
cial seal the day and ycar in this certificate above wmitten.

My Comiission expires:

iotary Public in aud fox larris
County, Texas

THE STATE OF TEXAS %
COUNTY OF IARRIS 9
On this day of s 1955, before me porsonally

appeared JOUN L, McCONRELL, JR., to me known to be the person described in
and who executed the forcgoing instrument, and acknowledged that he oxecuted
the same as his free act and deced.

IN WITHESS WIBREOF, I have hereunto set my hand and affixed my of-
ficial seal ‘the day and year in this certificate above written.

My Commission expires:

dotary lublic in anl for ilarris
COUTY, THXAS

‘THE STATE OF §
| §
COUNTY OF ___~ : )
| On this day o s 1955, beforc me personally

appeared W. B. TRAISIELL, to me lmown to be the porson deseribed in and who
executed the foregoing instrument, and aclmowledged that he ciecuted the same
as his free act and deed.

, IN WITNESS WHEREOF, I have hercunto set my bhand and affixed wmy oi-
ficial seal the day and year in this certificate above written,

My Cormission expires:

flotary Public in and for

County,

~21~
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EXHIBIT AN PASO-T-1955.2

Altached to and_made a part of UNLT OPERATING AGRERMNT dated.August. 2,
1955, by and between Phillips Petroleum Conpany, as. Operator,. a.nd

Woodley. Petroloun. Company,. Charles. B..Wirightsman,. Gail Whi tcomb,
John E. McConnell,. Jr., and W. B.. Trammell,.as.Non-Operators...

ACCOUNTING PROCEDURE

(UNIT AND JOINT LEASE QOPERATIONS)

1. GENERAL PROVISIONS
Definitlons ‘ :
“Joint properey™ a5 hercin used shall be construed o mean the subject arca covered by the agrcement to which this “Accounting Proceduce™ is ate
tached. .
“Operator™ a3 herein used shall be construed to mean the party designated o conduct the development and operation of the subject area for the
joint sccours of the parties hereto.
“Non-Operator” a3 herein used shall be construsd to mean any one or more of the non-operating parsics.

Statements and Billings

Operator shall bill Non-Opceator on or bcfou lhe Im day of gach month for its propogtionate share of costs apd expenditures during the preced-
.ing month. _Such bills. will be accompanied by statements,  reflecting the total costs and charges as sct forth undu Subparsgeaph ... A . below:
A. Statement in detail of al chslges angd credits to the joint account. - -

B. Statement of all charges and credits to the joint account, summarized by appropmu dasufu.auom indicative of the nature llntrcuf.
C..Statements 33 follows: .- - .

(1) Detaited statement of mneml ordmanly conudcrcd conuo!lahle by operstors of oil and gas properties;

{2) Statement of ordinary charges and ¢redits 1o |hc jaint account summarized by appropriate classifications indicative of the nature thereof;
and

(3) Detailed statement of any other c!urgn and ucdm
Payments by Non-Operator
Each party shall pay its peoportion of all such bills withia fiftecen (151) days afwer receipt theecaf.  1f payment it not made within such time, the
unpsid balance shall bear intcrest st the rate of six pee cent (6%) per annum until paid. :

Adjustments

Payment of any such bills shall not prejudice che right of Non-Operator to protest or question the correctness thercof. Subject to the exception
noted in Paragraph § of this section 1, all ststemeats rendered to Non Operator by Opwrator during sny calendar yeas shall conclusively be presumed
to be true and correct after twenty-four (24) months following the end of any such calendar year, unless within the said twenty-four (24) month
period Non.Operator takes written exception theeeto and makes claim on Operator for adjustment.  Failure on the parc of Non-Operstor to make

“¢lsim on Operator for adjustment within such “period ‘shall establish the cdrrectness chercof and prectudé the filing of exceptions thercto or m:king

of claims for adjustment thercon.” "The provisions of this panguph shall not prc\cm aa‘umncnu rnulun; from physical mvenwry of property as
provided for in be\.uon \2K lnvenlonu, hereof.” g

_Audits e

.A Non-Qperator, upon notice in..writing to Operator and sll other Non-Operators, shall have the ngh( to audit Opcnton accounts snd ‘ccords

relating to the accounting hercunder for any calendar year within the (wenty-four (24) moath period following the end of such calendar year, pro-.

vided, however, thag. Non-Operstor must take written exception to and make claim uwpon the Operator for all discrepancies disclosed by said

_audit within s3id (wenty-four. (24) month period. Where there are two or more Non-Operatoss, the Non-Operators shall make cvery reisonable

effort to conduct joint or simultaneous audits in 2 manner which will resuft in 3 minimum uf inconvenience to the Operator.

1I. DEVELOPMENT AND OPERATING CHARGES

"Subject to limitations berciua]ter'prcséribed, Operator shall charge the joint account with the following items:

Rentals and Royalties

Delay or other rentals, when such rcnuls are; pand by Opcruor for xhc joint account; royalties, when not paul directly to royalty owners by the
purchaser of \he oil, gas, casinghead gas. or olher ptoducu

Labor

A. Salaries and wiges of Operator's e‘mbl&ycu directly engaged on the 'ipinl p:bpirt)- in the development, maintenance, and operation thereof,
including salaries or wager paid to geologists and other employces who are temporarily assigned 10 and directly employed on a drilling well.

B. Operator’s cost of holiday, “vacation, sickness and-disability benefits, ar.d other customary allowsnces applicsble to the salaries and wages charge-
able under Subparsgraph 2 A and Paragiaph 11 of this- Section 1. Costs under this Subparagraph 2 B may be charged on 2 "when and
paid basis” or by "perrentage assessment” on the amount of salaries and wages chargeable under Subparagraph 2 A and Paragrsph 11 of- this
Section T If percentage sssessment is used, the rate thall be based on the Operator’s cosc experience.

-

~C. Costs of expenditures or contributions made pursuant to assessments imposed by governmiental authority which are applicable 10 Operator’s labor

cost of salaries and wiges as provided under S_ybp:ragr_aph:' 2 A, 2 B, and Paf:graph 11 of this Section I
Employee Benefits '

Operator’s curcent cost of established plans for employees® ‘group life img'unce. hospitalization, pension, retirement, stock purchase, thrift, bonus,
1nd other benefit plans of s like nature, ‘spplicable to Operatos’s labor cost, provided that the totsl of such charges shall not exceed ten per cemt
{109%) of Operator’s labor costs ss provnded in Subpan;uph: A and B of Paragraph 2 of this Section 1 and in Paragraph 11 of thiy Section 1L

Material

Material, cquipment, and supplies purchucd or furnithed by Operater for use of che ioim property.  So far sv it iy ressonsbly practical and cone
sistent with efficient and ecopomical operation, only such material shall be purchased for or transferred 1o the joint property a3 may be required for
immediate use; and the accumulation of surplus stocks shall be avoided.

Transportation
Transportstion of employees, equipment, material, and suppl:es accessary for the dcvelopmenx. rasintensnce, and operation of the joint property
subject to the following limitations:

A. 1f material is moved to the joint property from vendor's or from the Operator’s warchouse or other properties, no charge shall be msde to the
joint sccount for a distance greater than the distazce from the nearest reliable supply store or z2ilway receiving point where such moaterial is
{available, except by special agreement with Non-Operator.




B. If surplus mactcrial is moved o Operator's warchouse ar other storage poins, no charge shall be made to the joint 2ccount for a distance greater
than the distance from the nearest reliable supply store or eailway recciving point, except by ipecial agreement with Non-Operator. No charge
shall be made to the joini account fur moving material to other properties belonging to Operator, except by special agrecment with Non.Operator.

6. Service

A. Outside Seevices:

The cost of contract services and utilities procured from outside sources.

B. Use of Opcrator's Equipment and Facilities:

Use of and service by Operator’s exclusively owned equipment 2ad facilities a5 provided in Paragraph § of Section Il eatitled “Opetator’s Ex-
clusively Owned Facilities.”

1. Damages and Losses to Joint Property and Equipment

All costy or expenses necessary to replace or repair damages or losses incurred by fire, flood, storm, theft, accident, or any other cause not con-
teollable by Operator through the excrcise of reasonable diligence. Operator shall furnish Non.Operator written notice of damages ot losses in-
curred 3s soon as practicable after report of the same has been received by Operator,

8. Litigation Expense

i : All costs and expenses of litigation, or legal wevices otherwise nccessary or expedient for the protection of the joint interests, including attorneys’
' : fees and expenses as hercinafter provided, together with all judgments obtained against the parties or any of them on account of the joint operations
under this agreement, and actual expenses incurred by any party or parties heceto in securing evidence for the purpose of defending against any
action or «<liim prosecuted or urged against the joint account or the subject matter of this agrecment.
A. 1f a2 majority of the interests hereunder shall so agrce, actions or claims affecting the joint interests heceunder may be handled by cthe legal
] staff of one or more of the parties herero; and a charge commensurate with cost of providing and furnishing such secvices rendered may be
P ) made against the joint account; but no such charge shall be made until approved by the legal departments of or atroraeys for the respective
_partics hereto. . . .
B. Fees and expenscs of outside attorneys shall not be charged to the joint account unless authorized by the majority of the interests heceunder.

9. Taxes

All t1axes of every kind and nature assessed or levied upon or in connection with the propercies which are the subject of this agreement, the produc-
tion therefrom or the operation thereof, and which taxes have been paid by the Operator for the bencfit of the parties hereto.

10. Insurance and Claims .
A. Premiums paid for insurance required to be carricd for the benefit of the joint account, together with all expenditures incureed and paid in
settlement of any and all losses, claims, damages, judgments, and other expenses, including legal services, not recovered from insurance carrier.

B. If ro insurance is required to be carricd, al) actual expenditures incurred and paid by Operator in settlement of any and 31l losses, claims, dam-
ages, judgments, and any other expenscs, including legal ‘scrvices, shall be charged to the joint account,
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11. Omitted. '

12, Operator shall have the right to charge against the joint property the following

. _oycrhead costs which shall be in lieu of any charge for any part of the compensa-

v tion or salaries of managing officers, including district and division superin-

: tendents, and of any part of the oxpenses of division, district or field offices
of the Operator of field staff salarics and expenses when such staff ciiployces are
not engayged in activities directly comnected with the property.

(a) Two Hundred ($200.00) Dollars per wonth for cach drilling well, beginning on
the date the well is spudded and terminating when it is on production or is
plugged, as the case may be, except that no charge shall be made during the
suspension of drilling operations for fifteen (15) or more consccutive days.

(b) Seventy-five ($75.00) Dollars per well per month for first five (5) produc-

ing wells.,
MOPENR LA i
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B. In connection with overhesd charges, the status of wells shall be as follows:

(1) Injection wells for recovery operations, such as for repressure or water fluod, shall be included in the ovechead schedule the same as produc-
ing oil wells.

(2) Water supply wells utilized for water flooding operations shalt be included in the overhead schedule the same as producing oil wells.
(3) Producing gas wells shall be included in the overhead schedule the same as producing oif wells.
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(4) Wells perananently shut down but on which plugging opecations arc defeeced shall be deopped from the ovethead schedule at the time the
shutdown is effected.  When such wells are plugged. overhiead shall be charged at the producing well rate during the time required for the
plugging opcration.

(3) Wells being pluxged back, drilled deeper, or converted to 3 source or input well shall be included in the overhesd schedule the sane as drill-
ing wells.,

(6) Temporarily shut-down wells (other than by goveramental regulatory body) which are not pruluced or worked upon for a period of a full
calendar month shall not be included in the overhead schedule; howevee, wells shut in by governmental regulatory body shall be included
in the overhead schedule only in the cvent the allowable production is transfersed to other wells un the same property. In the event of 2
unit allowable, sll wells capable of producing will be counted in determining the overhead charge. -

{7) Wells completed in dual or muliiple horizons shall be considered as two wells in the produting overhead schedule.

(8) Leasc salt water disposal wells shall not be included in the overhead schedule unless such wells are uied in 3 secondary recovery progeam
on the joint property. .

C. The above overhead schedule for producing wells shall be applied to the total number of wells operated under the Operating Agreement to which
chis accounting procedure is attached, irrespective of individual leases.

D. It is specifically understood that the above overhead rates apply only to drilling and producing operations and are aot intended to cover the
construction or opecation of additional facilities such as, but not limited 1o, gasoline plants, compressor plants, repressuring projects, salt water
disposa) facilities, and similar insvallations. If at any time any or all of theie become necessazy to the operation, 3 separate agreement will be
reached refative 10 an overbead charge and allocation of disteice expentse.

¥, The above specific overhead rates may be amended from tirne to time by agrecment between Operator and Non-Operaror if, in practice, they are
found to be insufficient or excessive,

13, Operalor's Fully Owned Warehouse Operating and Maintenance Expense
(Dsescribe fully the ageeed procedure to be followed by the Operator.)

NONE. .

14. Other Expenditures
Any expenditure, other than expenditures which are covered and dealt with by the foregoing provisions of this Section II, incurred by the Opera-
tor for the necessary and proper development, nuintenance, and operation of the joint propeety.

. 1II. BASIS OF CHARGES TO JOINT ACCOUNT
1. Purchases
Material and equipment purchased and service procured shall be charged ac price paid by Operatur afeer deduction of all discounts actually zeceived.
2. Material Furnished by Operator '

Material required for operations shall be purchased for direct charge to joint account whenever practicable, except that Opeeator may furaish such
material from Operator's stocks under the following conditions: ’
A. New Marerial (Condition “A*')

(1) New material transfegred from Operator’s warchouse or other properties shall be priced f.0.b. the nearest reputable supply store or railway
receiving point, where such material is available, at current seplacement coss of the same kind of materisl, This will include materiat such
as tanks, pumping units, sucker rods, engines, and other major cquipmens. Tubular goods, twa-inch (27) and over, shall be priced on car-
load basis effective at date of transfer and f.o.b. railway receiving point nearest the joint account operation, regardless of quantity transferred.

(2) Other material shall be priced on basis of a reputable supply company's prefereatial price list effective ac date of transfer and f.o.b. the store
ar railway recciving point nearest the joint account operation where such material is avaitable,

(3) Cash discount shall nat be allowed.

B. Used Material (Condition “B" and “C") .
(1} Material which is in sound and serviceable condition and is suitable for reuse without reconditioning shall be classed as Condition. “*B" and
i priced at seventy-five per cent (75%) of new price.
: (2) Material which cannor be classified as Conditrion “B™ but which,
{ (3) After reconditioning will be further serviceable for original function as guod secondland material (Condition “B™), or
i (b) Is serviceable for original function but substantislly not suitable for reconditioning,
! shall be classed 33 Condition *C" and priced at fifty per cent (5097 ) of new price. )
f ’ (3) Material which cannot be classified as Condition "B* or Condition "C" shatl be priced at 2 value commensurate with its usc.
(4) Tanks, buildings, and other equipment involving erection costs shall be charged ac applicable percentage of knocked-down new price.

3. Premlum Prices

Wheaever materials and- equipment are not readily obtainable at the customaey supply point and at prices specified in Paragraphs 1 and 2 of this
Section I because of national emergencies, strikes or other unusual causes aver which (he Operator has no control, the Operator may charge the
joint account for che required materials on the basis of che Operator’s direct cost and expense incurred in procuring such materials, in making it
suitable for use, and in moving it to the location, provided, however, that notice in writing is furnished 1o Non-Operator of the proposed charge prior
to billing the Non-Operator for the material and/for cquipment acquired pursuant to this provision, whereupon Non-Operator shall have the righe,
by so electing and notifying Operator within 10 days after recciving notice from the Operator, to furnish in kind, or in tonnsge 33 the parcies may
agree, st the location, nearest railway recciving point, or Operator's storage point within a cumparable distance, all or part of his share of material
and/or equipment suitable for use and acceptable 10 the Operator. Transportation costs on any such material furnished by Non-Operator, at any
point other than ac the location, shall be borne by such Non-Operator. M, pursuant to the provisions of this paragraph, sny Non-Operator furaishes
material andfor equipment in kind, the Opcrator shall make appropriate credits therefor to the acgount of said Non-Operator.

4. Warranty of Material Furnished by Operator

Operator does not warcant the material furnished beyond or back of the desler’s or manufacturer's gulraniy; and in cise of Jdefective materisl, ceed-
it shall not be passed until adjust:sent has been received by Operator from the manufacturers or their agents.
5. Operator's Exclusively Owned Facllities
The following rates shall apply to scrvice rendered to the joint account by facilities owned exclusively by Opcrator:
A. Water, fucl, power, compressor and other suxilizry seevices at rates consmensuzate with cost of providing and furnishing such service to the
joint account but not exceeding rates currently prevailing in the field where the juint property is located.
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B. Autemotive equipment at cates commensurate with cost of owacnhip and opecation.  Such rater shoold gencrally be in line with the schedute of
sates adopied by the Petroleum Motor Trampare Association, or some other recognized organization, a5 recommended uniform charges againmt
joint account opcrations and revised from time to time.  Automotive rates shafl include cost of wil, gas, cepairs, inturance, and other opcrating
expense and deprecistion; and charges shall be bated on use in actual service on, or in connection with, the joint account operations.  Truck
and tractor rater may include wages and expenses of driver.

C. A fair rate shatl be charged for the use of drilling and cleaning-out wols and any atber items of Operatur’s fully owned machinery or equip.
ment which shall be ample to cover maintenance, repairs, depreciation, and the service furnished the joint property; provided that guch charges
shall wot exceed those cureently prevaiting in the field wheee the joint property is tovated.  Pulling units thall be charged at hourly ratet com-
menurate with the cost of ownership and operation, which shall include repairs and maintenance, operating supplies, insurance, depreciation, and
taxes.  Pulling unit rates may include wages and expenses of the operator.

D. A fair rate thall be charged for laboratory seevices pecforamed by Operator for the beaelit of the joint account, such as gas, water, core, and any
other analyses and tesesy provided such charges shall not exceed those cureeatly prevailing if peeformed by outside service laboratories,

E. Whencver requested, Operator shall inform Non-Operator in advance of the rawes it proposes to charge.

F. Rates shall be revised and adjustéd from time to time whea found 10 be cither excessive or insufficient,

IV. DISPOSAL OF LEASE EQUIPMENT AND MATERIAL

The Opcrator shall be under no obligation to purchasc interest of Non-Operator in surplus new or secondband materisl. The disposition of major

itenas of surplus material, such as derricks, tanks, engines, pumping units, and tubular gouds, shall be subject to mutual determination by the parties

herero; provided Opcerator shall have the right to dispose of normal aceumnvlations of junk and scrap marerial ulhcr by transfer or sale from the

joint properey. N

Material Purchased by the Operalor or Non-Operator

Material purchased by cither the Operator or Non-Operator :h:ll be credited by the Operator to the joint account for the munlh in which che
matezial is removed by the purchaser.

Division in'Kind -

Division of material in kind, if made berween Operator and Noan-Opcrator. shall b in proportion to their respective interests in such material,  Each
party will thercupon be charged individually with the value of the matcrial reccived or receivable by cach pany, and corresponding ceedivs will be
made by the Operator to the juint account. Such credits shall "appear in the monghiy statemene of operations.

Sales to Outsiders _ )

Sales to outsiders of material from the joint property shall be credited by Opcrator to the joint tccount at the net amount collecied by Operator

from vendee. Any chims by vendee for defective material or otherwise shall be charged back to the juint account if and when pai¢ by Operator.
: V. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT

Material puvrchased by eitber Operator or Non-Opevator ov divided in kind, nnless otherwise ngreerl shall be
valued on the following bans.

New Price Defined

New price as used in the !o!!mung pangraphs shall have the same meaning and application s that awed above in Section 1Fl, “Basis of Charges to
Joint Acvount."

New Material o

. .
New material (Condition "A"), being new material procered for the joint account but never used thercon, at une hundred per cent (100%:) of cur-
rent new price (plus sales tax if aay).

Good Used Material o v

Good used materia)*(Condition “B™), being used material in sound and serviveable condition, suitable for rouse without reconditioning:

A. At sevenry-five per cent (73%) of curreat new price if material was charged to joint account as new, or

B. At sixty-five per cent (659 ) of current new price if material was originally charged to the joint propercy as secondhand at seventy-five per
vent {75%) of new price. )

Other Used Material

“ Used matcerial (Condition “C"), at fifty pcr cent (50%) of _chir}nl-'ncw price, being wsed material which:

A. After reconditioning will ‘be further sceviceable for original function as good stcondhand material (Condition "B}, or
B. 1s serviceable for original function bur substantially nou suitable for reconditioning.

Bad-Order Material . .
Material and equipment_{Condition "D"). ‘which is no longer usable for its original purpose without eacessive repair cost but is furcher usable for
somic other purpose, shall be priced on a2 basis comparable with that of items normally. used for that purpose.
Junk . ' '
Junk (Condition "'L"), being obsolete and scrap mncml at prevailing prices.
Temporarlly Used Material
When the use of material is temporary and its seevice o the joint account. dixs not juctify the reduction in price as provided in Paragraph ) B,
above, such muaterial shall be priced on a basis that will leave 2 net charge to the joint account consisteot with the valuc of the service rendered.
' , Vi. INVENTORIES
Perlodic Inventories, Notice and Representation

At rcasonable intervals, inventgries shall be taken by Opcr.uor ‘of the joint account malcrial, which shall include all such material as is ordinarily
considered contrallable by operators of ol| and gas ptopccucs. '

Written notice of intention o take mvemory shall be given by Opcntor at least thmy {30). day: before any inventory is to begin so that Non-
Operator may be represented when any :nvcmory is uken ’

Failure of Non-Operator to be represcated ‘at an m\cmory slull bind Nou- -Opcrator to accept the inveatory taken by Operator, who shall in thae
event furnish Non-Operator with a copy: thercof.

Reconciliation and Adjustment “of lnventorles . .

Reconciliation of inventory with charges to-the joint account thall be made by each parey at interest, and 1 list of overages and shortages shall be
jointly determined by Operator and Non- Opeulor. .

Inventory adjustments shill be made by Operacor with the joint account for overages and shortages, bur Operator shall be held accountable to Nun-
Operator only for shortages due to lack of reasonable diligence.

Special Inventories

Special inventories may be taken, 3t the txécnu of the purchaser, whenever there it any sale or change of intercat in the joint propeety; and i shall
be the duty of the party selling to notify “all other parties hercto as quickly as possible aftee the transfer of interest takes place.  In such caves, both
the scller and the purchaser shall be represented and shall be governed by the inventory so tsken.
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»RODUCHRE 138 Hovind WEIKAS, Ce il men
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— OIL, GAS AND MINERAL LEASE

(¢ . o~ \.
THIS AGREEMENT nude tils (o be olded; T S s A9 ... betwesa
' (to be added)

Lassor {whather ons or more), snd... (LD be ndd:‘:"-;l—) s e R
Lessss, 8SSETH:
1. Lessor In conalderation o'...ﬂe..‘.g“:}.g..pg[}_qg~:w:_:; T T N S T e s m v m = o w v e se. e Dollars

£} e} 1n hand paid, of the royalties herein provided, snd of the agceements of Lesses hacein contalned, hereby grants, leases and lets
sxclusively unto Lasses for the purposs of Investigating, exploring, prospecting, drilling and mining for end producing oil, gas and 21l other minerals, hying pipe lines,
building tanks, power stations, telsphone liner and other siructures therson to produce, save, ke cire of, teat, transport, and own said products, and housing its
New Mexico
smployses, the following described Land In - — Laa e et s oo e County, JOGEGL to-wit:

B TR0 NP DL TG XK A DEKERKI X0 BUSORPoAHK X
AGCEIACE PN EEN BB addag)K ) '

(To Be Added) C

The Horizon bLelow 4,000 fzet below the surface of

the ground from which the abandoned well is producing

or lust produced and under so much of Lhe Unit Area as

is attrihnteble to such well under the avolicable spacing
order of the uil Conservation Cormission of New hiaxico . )

and nnﬂnlu.itq_-.b_e-ggdgdlu. more or Jess. - In the event s resusvey of said lands shall revesl the sxistence of excess and /or vacant lands lying adjacent
to the lands above described and the lessor, his heirs, or sasigns, ahall, by virtue of his ownership of the fands sbove dascribed, have preference right to acquire
sald sxcess snd/or vacant lands, then in that svent thia lease shall cover and include all such excess snd/or vacant lands which the lessor, his helrs, ot assigns,
ahall have the prefarence right to scquirs by wirtus of his ownership of the lands above described s and when scquired by the lessor; and the lessee shall pay the
{essoc for such excess and/or vacant [ands st the samae rate per acre as the cash considerstion paid for the screage herelnsbove menrioned.

2. Subject.to the other pravisions herein contained, this lsase shall be for a term of g ——-years ftom this dats {called “primary tsrm’’) snd as long
hereathie 52 ol s o5 other cioaeel 1 Brodaced froms wiid i baceundary PROM any well heretofore or hereafter drilled,

). Tho royalties to be paid Letsor arer (a) on oil, one-sighth of that produced and saved from sald land, the same to be deliversd at the wells or to the
aredit of Lassor into the pipe lins o which tha wells may be cl:nmcud; Lessse may from time to tims puzr.h:u'uy soyalty oil {n {ts possession, paying the market
te thereof peevailing foe the ald whaes produced on thae date of purchase; (b) on gss, including casinghaad gus or other gaseous substance, producsd from oaid
and sold o used off the premises of in the manufscture of gasoline or other product therefrom, the market value at the well of one-cighth of the sold or used,
provided that on gas sold a1 the wells the royalcy shall be one-sighth of the amount realized from such ssle; where gas from & well producing gas only is not sold or
used, Lessae may psy as toyalty $30.00 par well pet year, and upon such payment it will be considersd that gas is being produced within the meaning of Pacs.
mp‘; 2 hereofy and (<) all other minscals mined and macketed, one-tenth either in kind or value st the well or mine, st Lessee’s election, excapt that on sulphur the
royslty shell be fifcy conts (§0<L per long ton. Lessor to have gas free of cost from any such wall for sll stoves and all inside Lights in the rn‘ncn’ml d-utli:? on
#sid land during the same dme, by ndu‘nf lessor’s own connections with the well at lessor™s own risk and expenss, Lessee shall have free use of oil, gas, coal, w md
water from mid land, except water from fessor’s walls, for ail opsrations hereunder, snd the royalty on eil, gas and cosl shall be computed after deducting eny 30 used.

Tot-Ifopendenstor-driiting-wre-nov-cs mwncsd—onsatd fand “on-oe “befors- ony year fram this datatha -laase skall thary tarmivace wa o both pardes; wnl
m:ué;g@l\vmdnohmdnupqorunduwbmortocroditol Lassor in 1T

T Ban| /ﬁﬁ;’l:;k’nnd §

e z ab -
sre Lassor’s sgent md‘-bin“upgg_ui\ st the depository for all rentals ‘mnbh humadu-m-rdhn of %MW;' said land or the centald)

sum of R o e T Doll

T el T B
), (hereln called tls), which shall cover: th jvilege BF-déferrin mencement of drilling operstions for & od of twel
2) months, In Lkes msnnsr and U like pcy:nmu)ot tenders myurfch::ép:umicnaumt of dglli‘::‘o mz::u r:cy be fr\.s'nh.’} ‘:obxnd for s‘\,x::'u-in pe
malnn“(w :oau::\hu do:ga ;}udn; . p:li’-\uy ;%r:a “.TP”'" 4 lu :)z :g nl:n'l‘.ﬂun‘ bcd:andc b Sn chack ocb’dnft :;ll l.m £ ‘ or delivered :'o.dn.
ore & ont. such bapk {far dny successor ou. uidite or . HCee snother » or for sny resson
sfuse to sccept rental, Lessoe not be_held-1a difauls lorrhiluu to n:h such payment ?n tender of renwl until thirty (30) days sfter Lessor shall deliver

8 proper recordable Insttument—heming another bank ss agent to receive such psyments or tenders, The down cish payment is consideration for this [P

&

.

ding o tts and, i be allacated &s mers rental for & period.  Lestse tany st sny time execute and deliver to of %o the_depository above sum
place of rycosd—w—veldase or refesses covering any portion of portions of the above described premises and theesby surrender this [easé as ia such _portion or pdr
ne and-b¥ relieved o(;u‘;bu.. as to the acreage surr dered, and th fesr the tals payable h der shall be reduced In tie propostion t the acre
. .’M‘“ y . Tt

od - & Lw  fa- wad
Y- -

[ S U S el
. 3. If prioe to discovery of oi} or gas on said land Lessee should drill & hele or holes thereon, or if after discovery of oil or gas the production thereof
should ceass from sny cause, chis lesss shall not terminate i Lessee commences additlonal drilling or re-working operstions within sixty (60] days theceaflter or
ithin the primary_term). comoramon=or-rasumss dre-pryment-or - tender- of -renals -oa-or -bsfors- the:-renul-paying -dsn= g-nfrr ph
_ lesionr otdey-trol iomuf-prodceiom.  1f sl the expizatlon of the primary term oil, g4s oc other mineral i1 not being produced
on said land but Lesses is then engaged in drilling or re-working operstons thereon, the ﬁ‘... shalt remain in forca se long as cperstions are prosscuted with mo
coseation of eaore than thicty (30) consecutive daye, and if they reeult in the producton of oil, gas or other minerals so long thersafter as oil, gse or other minenl
is produced froms sald [and. . :
6. Lasses shall have the right st any time during or after the explration of this lesse to remove all property and Bxtures pliced by Lessee on said land, includ-
ing the right to draw and mfy‘ all casing without the consent of L:ﬂor. When required by Lessor, L‘::-u will bury pipe Enu below ordinery plow depth.

7. The Lessee agrees to peomptly pay to the owner thereof any damagss to crops, or Improvements, caused by oc resuling from any oparatione of Lessee.

8. The rights of sither party b det may be assigned i who! in part and h visions hereof shall extend to the heirs, successors 4nd assigns, but no
changs or divislons in ownership of the fand, samasie or roynldu.'h::o::r uz:;plioh-d .m oport.tu.t;omhuo.t‘h. oblign:’on-“:, di:inlsh the li.hu‘o Lasses.
ﬁo sale or sssignment by Lessor shall be binding on Lasses until Lassce shail b furnished with & certified copy of recorded instrument eridencing same.

Y g ‘:!, -af—'-ld-—t;;ldﬁ:f?:nnzmnkh horeunder shall b:}lmmbl: 25 betwasn the seversl | o hold el
secoeding-to-thesurbsce-sees—ot wxchs—and-- 'salr-ig-venrel- Al 6hT by on ~nm-sfiscraha vights sof nthe- ;. sl
becwuws - sndcled 6= Toysity” heveundar; -W'nvfmm?'mmm%mwmam:u&-mur.fumms..-w. P dable § =t P Sy e .o

ittt Law ¥ .
9. The breach by Lesses of any obligation acising heteunder shall not work & focfaiture ot tebminstion of this fease nor cause & termination or teversion of the
sstats created herzby, nor be grounds for cancellation hereof, in whole or In pltt! save as herein expresaly provided, IF at sny time it shall be determined by judicial

!"‘f‘gﬂ:'ﬂ' d::-"ﬁ:'ﬁ:fuf; dt:“d;r‘::duind to drill ‘& well or wells upon the lessed presmises, Lasses olu}l have ninety days elter such judlcial determination within

or walls,

10, Lassor heraby deag wbobpnul-sivonain id-Lend-ond that La. t Its option may discharge any tax, mortgage ot other Lien upon

in svent Lassee does so, it shall be subcogated 10 such lien with dn:‘:(.g.l:t t: onl:‘r:: ‘uuu m spply n-adr—-ad'ronlt'lu sccruing heseunder MV‘:IJ

:"::‘ ::‘;d‘&:“: mm :.uua'n l:i.hu under the wartanty in event of faifure of tils, [t Ls agreed thet i.: L;p:l.“to'é:.. . !.nrl‘;mro:‘:.inhtho‘ above
n w " ¢ 4 L :

Bears 10 the whols and undivided fee. e simple estate therein, then the royslties snd-santals (o bs pii . y in the proportion ¢ his interess

Witnsse our hands and sesls on this day of : 19—

WITNBSSES: T {L.8)

— ~{L. 8.)
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