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Novemder 17, 1964

Pan American Petroleua Ccrporation
P. O. Box 268
Lubbock, Texas

he: Xong Draw Unit

Bddy County, New ¥exico
Termination of Unit Agreement

Attentions Mr. Jack D. Anderson
Gentlemen :

™he Commissioner of Public lLands approved as of
NBovember 17, 1964, the Terainstion of Long Draw Unit
Agreesmitt, E4dy County, New Msxico. Approval being
subject to like approval by the United States Geolog-
ical Survey.

We have handed two approved copies of thia Termina-
tion to Mr. Jack D. Anderson.

Very truly yours,

E. S. JOHNKY WALKER
CORMISSIONER OF FUBLIT LAMUY

BY:
Ted Bilberry, Director
0il & Gas Department
ESW/max/v
cCs
United States Geological Survey
Roswell, New Mexico

0il Conservation Commission
Santa Fe, lew Mexico
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

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

]
CASE No. 3025 4

Order No. R- M

APPLICATION OF PAN AMERICAN PETROLEUM
CORPORATION FOR APPROVAIL OF THE LONG

DRAW UNIT AGREEMENT, EDDY COUNTY, NEW
MEXICO.

e g

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o’clock a.p. O
‘ April 8 . 1964 | at santa Fe, New Mexico, before e tter .
, . Eeami-ner-du-};y--a-ppernte&-by-the-erl:-e::nservat:ton-comntssion"om
t ’ Mexieo~-hereinafier -referred-to-ax-the -LCommisston;-i-tn-accordance

with--Rarke1214--of the -Commissionr-Raltes-and-~-Regquiationa~

NOW, on this day of April , 1964 , the Commission,
a quorum being present, having considered the apEitExtimcceiy testimony,
"the record, emdemeoadinnd, and the recommendations of the Examiner,
= and being fully advised in the premises,

FINDS:
(1) That due public rnotice having been given as required by

law, the Commission has jurisdiction of this cause and the subject
matter thereof.

(2) That the applicant, Pan American Petroleum Corporation,
seeks approval of the Long Draw Unit Agreement covering 3,514 acres,
more or less, of State and Federal lands in Township 20 South,
Ranges 23 and 24 EFRast, NMPM, Eddy County, New Mexico.

(3} That approval of the proposed Long Draw Unit Agreement
will in principle tend to promote the conservation of oil and gas

and the prevention of waste.

IT IS THEREFORE ORDERED:

(1) That the Long Draw Unit Agreement is hereby approved.
(2) That the plan under which the unit area shall be oper-

ated shall be embraced in the form of a unit agreement for the
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é?development and operation of the Lcng Draw Unit Area, and such
| plan shall be known as the Long Draw Unit Agreement Plan.

(3) That the Long Draw Unit Agreement Plan is hereby
! approved in principle as a proper conservation measure; provided,
however, that notwithstanding any of the provisions contained in
| said unit agreement, this approval shall not be considered as
waiving or relinquishing, in any manner, any right, duty, or
cbligation which is now, or may hereafter be, vested in the 0il
] Conservation Commission of New Mexico by law relative to the
supervision and control of operations for the exploration and
development of any lands committed to the Long Draw Unit, or
relative to the production of oil or gas therefrom.

(4) (a) That the unit area shall be:

NEW MEXICO PRINCIPAL MERIDIAN

EDDY COUNTY, NEW MEXICO
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33577, £

containing 3+54 acres, more or less.

B (b) That the unit area may be enlarged or contracted

H
i

i as provided in said plan; provided, however, that administrative
i%approval for expansion or contraction of the unit area must also
i be obtained from the Secretary-Director of the Commission.

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

Eéan executed original or executed counterpart of the Long Draw
§§Unit Agreement within 30 days after the effective date thereof.

;:In the event of subsequent joinder by any party or expansion or

; contraction of the unit area, the unit operator shall file with

' the Commission within 30 days thereafter counterparts of the
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unit agreement reflecting the subscription of those interests

having joined or ratified.

(6) That this order shall become effective upon the approval

of salid unit agreement by the Commissioner of Public Lands for th
state of New Mexico and the Director of the United States Geologi
cal Survey, and shall terminate ipso facto upon the termination o
said unit agreement. The last unit operator shall notify the
Commisgsion immediately in writing of such termination.

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

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

|
|




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MNEXICO

CASE No. 3028
Grder No. R-2690

APPLICATION OF PAN AMERICAN PETROLEBUM
| DRAW UNIT AGREEMENT, EDDY COUNTY, NEW

THE C S8 ION

BY THE COMMISSION:

This cause came on for hearimg at 9 o'clock a.m. on
April 8, 1964, at santa Fe, New Maxico, before Examiner
Daniel sS. Matter.

NOW, on this 13th  day of April, 1964, the Commission, a
quorum being presemt, having considered the tastimomy, the recoxd,
and the recommendacions of the Examiner, and being fully advised

in the premises,

EINDS:

(1) That duse public notice having been given as regquired
law, the Commission has jurisdiction of thic cause and the subjec
matter thereof.

(2) That the applicant, Pan American Petroleum Corporation,
seeks approval of the Long Draw Unit Agreement covering 3,514
i aryan. more or less, of state and Pederal landa in Tcwnship 20
| south, Ranges 23 and 24 Bast, NMPM, EGdy Jualy, bow HEEiso.
fi
y (3) That roproval of the proposed Leng Draw Unit ag*asmant~
‘wlll in principle tend to promote the conserxvation of oil and gas'
ana the prevention of wasts |

i e e e B s

IT I3 THEREFORE ORDERED:

. (1) That the Long Draw Unit Agrecmant is hereby approved. %

g (2) That the plan under which the unit area shall be opar-
' ated chall be embraced in the form of a unit agreement for the
development and operation cof the Long Draw Unit Area, and such
plan shalil be known ag the Long Draw Unit Agracment Plan.
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(3) That the Long Draw Unit Agreement Plan is herebdy

in principle as a propar coaservation measure; provided,
: that notwithatanding any of the provisions contained in
4 wait agreement, this approval shall not be comsidered as
ving or relingquishing, in any sanmer, any right, duwty, or
ligation which is now, or may horeafter ba, vested in the 0il

3 ervation Commission of Mew Mexico by law zelative to i

i supervision and control of oparations for the exploration and
'development of any lands committed to the Long Draw Unit, or
irelative to the production of oil or gas therefrom.

(4) {(a) TZhat the unit 2rea shall be:

MEW MEXICO PRINCIPAL MERIDIAN
BEDDY COUNTY, MNMEW MEXICO

TOMNSHIP 320 SOUTH, RANGE 23 EAST
Sectiom 24 5/2
Section 25: All
Section 36 K/2

TOWNSHIP 20 SOUTH, RANGE 24 EAST
g Section 193 All

| - sectiom 20: W/2 !
§ section 30: All :
E
]

——

Sectior 21: All

:contnining 3,514.52 acres, more or less.

|as provided in said plan; provided, however, that administrative

i

|approval for expansion or comtraction of the unit area must also
ibe cbtained from the secretary-Director of the Commission.

? {(b) That the unit area may b2 enlarged or contracted
|

i (5) That the unit operator shall file with the Commission
f -an executed original or executed counterpart of the Long Draw
‘Unit Agreement within 30 days after the effective date therecd.
llIn the event of subgsequent joinder by any party or expansion or
] i contraction of the unit area, the unit operator shall file with
the Commission within 30 days thereafter counterparts of the
junit agreement rcflecting the subscription of those interests

. having joined or ratifiad.

(6) That this order shall become cffective upon the approvdl
- of said unit agreement by the Commicsioner of Public lands for the
fstate of New Mexdco and the Dirxector of the United states Geclogi+
! cal survoy, and shall terminate ipso facto upon the termination of
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said uait agresment. The last unit operator shall notify the
Commission immsdiatelv in writing of such termimation.

{1} 7That jurisdictiom of this cauge is retained for the
sntzy of such furthay ordars as the Commission say deem neces-

saxy.

DOME at Samta Pe, Foew Maxico, on the day and year herein-
above designated.

STATR UF FRW RRALww

OIL COMSERVATION COMMI3SION

) Gl

Sl

A, L. PORTER, JrY., Member & secretary

I

|
|
|
i
§
!
t
|
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March 30, 19564

Pan American Pctroleum Corporation
P. O. Box 268
Lubbock, Texas

Re: Proposed Long Draw Unit
Eddy County, Ncew Mexico

Attention: Mr. John H. Thompson
Gentlenmen:

Pursuant to my teclephone conwversation with Mr.
Thompson as of March 25, 1964, we are approving your
proposed Long Draw Uait Agrecement as to form and
content, subject to the following:

Section Nine, page 21, line 29 after Commissionerx
add a common and"“provided that, as to State Lands,
such subsequcnt joinder must pe approved by the
Land Commissioner,”

The above change in this form was agreed upon by
Mr, Thompson during the aforcmentioned telephone
conversation,

Very truly vours,

E. §. JOHNNY WALKER
COMMISSIONER O PUBLIC LANDS

BY:
(Mrs.) Marian M. Rhea, Supaervisor
Unit Division
ESW/mnr/v




SOVERNOR
JACK M. CAMPBELL
OHAIRMAN
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L B JONNNY WALKER S Al-m‘
A 0. BaX a7t
SANTA FE

April 13, 1964
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Mr. Charles Malone hos oo 3023

Atwood & Malone Order No.___R-2690
2 ‘ Attorneys at Law Applicant:
' : Post Office Box 700
- ‘ Roswell, Mew Mexice Pan American Petreleum C atien
f Dear 8iz |

:

E Snclosed herewith are two copies of the above-reforenced

Comnission order recently entered in the subject case.

Very truly yours,

| iy

A. L. PORTER, Jre
Secretary-Director

iz/
Carbon copy of order alszo sernt to:

Artesia OCC___y
Astec 0CC

OTHER
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DOCKET NO. 10-64

DOCKET: EXAMINER HEARING - WEDNESDAY - APRIL 8, 1964

9 A. M. - OIL CONSERVATION COMMLSSION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

The following cases will be heard before Daniel S. Nutter, Examiner, or Elvis A. Utz,

Alternate Examiner:

CASE _3020:

CASE 3021:

CASE 3022:

CASE 3023:

CASE 3024:

CASE 3025:

In the matter of the application of the Oil Conservation Commission of
New Mexico upon its own moticn for the abolishment and extension of the
following pools:

Abolizh the Weir-Tubb Gas Pool in
Township 20 South, Range 37 East;

Extend thz Monumeunt-Tubb Pool in
Township 20 South, Range 37 East,

all in Lea County, New Mexico.

Application of Cherry Brothers and Cabot Corporation for a tubingless
completion, Lea County, New Mexico. Applicants, in the above-styled
cause, seek approval of the tubingless completion of their Austin State
Well No. 1, located in Unit F of Section 1%, Township 14 South, Range
36 East, Lea County, New Mexico, to produce oil from the Permo-Pennsyl-
vanian formation at approximately 10,356 feet through 2 7/8-inch casing.

Application of Sinclair 0il & Gas Company for special pool rules, Lea
County, New Mexico. Applicant, in the above-styled cause, seeks the
establishment of special pool rules for the North Vacuum-Devonian Pool,
Lea County, New Mexico, including a provision for 80-acre spacing,

Application of Cities Service 0il Company for salt water disposal, lLea
County, New Mexico. Applicant, in the above-stvled cause, sccks authority
to dispose of produced salt water into the Ellenburger formation through
its Hodges “B" Well No. 2 which is dually completed in the McKee and
Ellenburger formations and located in Unit L. of Section 1, Township 25
South, Range 37 East, Lea County, New Mexico.

Annlicaticn of Deaue H. Stoltz tor approval of a non-standard unit, a
dual completion, and commingling, Lea County, New Mexico. Applicant,
in the above-styled cause, seeks approval of a non-standard 80-acre
unit in the North Bagley-Wolfcamp Pool comprising the SW/4 NE/4 and
NW/4 SE/4 of Section 22, Township 11 South, Range 33 East, Lea County,
New Mexico, approval of the dual completion (conventional) of its

Deane H. Stoltz State 262 Well No. 1, located in Unit G of said Section
22, to produce o0il from the North Bagley-Wolfcamp Pool through 1 1/4-
ineh tubing and to produce o1l from the North Bagley-Upper Pennsylvanian
Pool through the casing-tubing annulus by means of a hydraulic pump and
authority to commingle production from the North Bagley-Wolfcamp and
North Bagley-Pennsylvanian Pools into a common tank battery, computing
production from the North Bagley-Upper Pennsylvanian Pool by the sub-
traction method.

Application of Pan American Petenleum Corporation for a unit agreement,
Eddy County, New Mexico. Applicant in the above-styled cause, seeks
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APRIL 8, 1964 EXAMINER HEARING

CASE 3026:

CASE 3027:

CASE 3028:

approval of the Long Draw Unit Area comprising 3514 acres, more or
less, of State and Federal lands in Township 20 South, Ranges 23 and
24 East, Eddy County, New Mexico.

Application of Shell 0il Company for a waterflood project, Lea County,
New Mexico. Applicant, in the above-styled cause, seeks authority to
institute a waterflood project in the Jalmat Pool by the injection of
water into the Yates formation through four wells in Sections 32, and
33, Township 26 South, Range 37 East, Lea County, New Mexico.

Application of El Paso Natural Gas Company for the adoption of a new
form. Applicant, in the above-styled cause, seeks the adoption of a
new form entitled Purchaser's and Operator's Monthly Report, said form
to be for the optional use of those gas purchasing companies which &also
have gas production. Use of said form to report monthly purchases and
production would be in lieu of the monthly purchasers report and the
monthly producers report presently required. Copies of the proposed
form are available at the Office of the Oil Conservation Commission,
State Land Office Building, Santa Fe, New Mexico.

In the matter of the hearing called by the 0il Conservation Commission
on its own motion to consider the revision of certain existing forms,
the adoption of certain new forms, and the amendment of certain rules
pertaining to the filing of forms.

In the above-styled cause, the Commission proposes to consider the
adoption of various forms patterned aiter the model forms recommended

by the Interstate 0il Compaci Commission for use in reporting all

phases of o0il and gas activity to state regulatory agencies. The

forms have also been adopted and recommended by the Regulatory Practices
Committee and the Exccutive Committee of the New Mexico 0il and Gas
Association.

Adoption of the fovms by the Cowwission will also entail amendment to
numerous rules and orders of the Commission, particularly in Section

M of the Rules and Regulations, wherever reference is made to the title
or form number of an existing form which would be revised, or where de-
tailed instructions for completing and filing of forms would not be
consonant with the proposed forms.

It is further proposed to amend Rule 1121 of the Rules and Regulations
and Rule 7 (A) of the General Rules and Regulations for Prorated Gas
Pools in the State of New Mexico as promulgated by Order No. R-1670 to
require that gas purchasers' nominations be submitted not later than
the firvst day of the month during which the nominations will be consid-
ered at the monthly allowable hearing.

It is also proposed that said Rule 7 (A4) be further amended to require
that gas purchasers shall file a supplemental nomination for the pur-

chase of gas each month.

Copies of all proposed forme are available at the office of the 0Oil

Conservation Commission, State Land Office Building, Santa Fe, New Mexico,

R e




FORM 470 2-37

PAN AMERICAN PETROLEUM CORBQRATION,

; Po 0. BOX 268 .
' Lubbock, Texas IB4MAR 20 M g1 11

i March 18, 1964 W :za?/j/

RE: AFE 36,966
Eddy County,
New Mexico

New Mexico 0il Conversation Commission
Santa Fe, New Mexico

o e

Attention: Mr. James Durett

" Dear Sir:

Confirming telephone conversation, we ack that you please advertise
and place on the April 8, 196} Docket our proposal to form the Long
) Draw Unit comprising approximately 3514, acres of Federal and State
lands in Township 20-S, Ranges 23 and 24E, Eddy County, New Mexico
Your cooperabion in this matter is sincerely appreciated.

Yours very truly,

PAN AMERICAN PETROIEUM CORPCRATION

ohn H. Thompson

b
€

JHT :1m
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PAN AMERICAN PETROLEUM CORPORATION

P. o. Box 268 MAIN OFFICE OCC ..
Lubbock, Texas 79401

1964 MAR
March 26, 1964 . 3? lll 8813

AFE 36,966
Eddy County,
New Mexico

New Mexico 0il Conservation Commission
State of New Mexico
Santa Fe, New Mexico

Attention: Mr. James Durrett
Gentlemen:

Supplementing our request of March 18, 1964 we are enclosing Application
of Pan Awmerican dated March 20, 1964 for preliminary approval of the Long
Draw Unit Area and form of Unit Agreement. A copy of this Application has
been filed with the Commissioner, «nd we have been advisad by Mrs. Rhea
that the form of Unit Agreement is satisfactory, as amended. If there is
any further information needed, please advise.

Yours very truly,

PAN AMERICAN PETROLEUM CORPORATION
M

o -7 2o

Y skl I O M/’ T ——
/ John H. Thompson {
[

JHT: js
Enclosures




E. 8. JONNNY WALKER
COMMISSIONER

P. O. BOX 791
SANTA FE, NEW MEXICO

March 30, 1964

Pan American Petroleum Corporation
P. O. Box 268
Lubbock, Texas

Re: Proposed Long Draw Unit
Eddy County, New Mexico

Attention: Mr. John H. Thompson
Gentlemen:

Pursuant to my telephone conversation with Mr.
Thompson as of March 25, 1964, we are approving your
proposed Long Draw Unit Agreement as to form and
content, subject to the following:

Section Nine, page 21, line 29 after Commissioner
add a common and”"provided that, as to State Lands,
such subsequent joinder must be approved by the

T oanmA DAamm PO R

w28 CCMRLTSICHTY .

The above change in this form was agreed upon by
Mr. Thompson during the aforementioned telephone
conversation.

Very truly yours,

E. S. JOHNNY WALKER
COMMISSIONER OF PUBLIC LANDS

i VUL SN P

(Mrs.) Marian M. Rhea, Supervisor
Unit Division
s BEFOPE EXAM‘NER NUTTER
C/l‘ Cb\b VATICN COMr‘r\lJSlON

. exuueg NO. —
CASE NO. & 2 .

B R

o




IN REPLY REFCR YO1

UNITED STATES

DEPARTMENT OF THE INTERIOR
y 7,
ujgﬁ )

GEOLOGICAL SURVEY
WASHINGTON 25, D.C.

APR ~ 9 1224

[Ie]v)

Pan American Petroleum Corporation
Post Office Box 268
Lubbock, Texas .

Gentlemen:

Your application cf March 20 filed with the Oil arnd Gas Supervisor,
Roswell, New Mexico, requests the designation of 3,514.52 cercs, more
or less, Eddy County, New Mexico, as logically subject to exploration
and development undex the unitization provisions of the Mineral Leasing

Act, as amended, and scceptance of the proposed form of unit agreement.

Pursuant to the unit plan reguiations of Decenber 22, 1950, 30 CFR
226.3 (1961 reprint), the land requested as outlined on your nap
marked "Exhibit A, Long Draw unit, Eddy County, New Mexico," is
hereby designated as a logical unit area. .

. Your proposed form of unit zgreement which conforms to the standard
form (1961 reprint) » With the addition of a working interest defini=-
N tion, a conflict of supervision section, and language reguired by
A\, othe State of New Mexico, will be acceptable if further modified as
s \“ %" merked in colored pencil. One copy of the marked form is refurned
PN Herewith and the Temaining copies are retained for distribution to
i (/ Ay . the appropriate offices of the Geological Survey.

‘\‘! # . In the absence of any type of land requiring special provisions oxr
LN any other objections not now apparent, a duly executed agreement

L i t\(\ conformed to the marked copy will be approved if subnitted in znprove
\'.3.—' ’\i éble status within a reasonable period of time. However, the right

Lo is reserved 1o deny approval of any executed agreement which, in

\" .\ our opinion, does not have full commitment of sufficient lands to
L afford effective control of unit operations. wachn bhe execuied
Ped agreement is transmitted 1o the Supervisor for approval include thz
o latest status of all acreage.

s The Commissioner of Public Lands of the State of New Mexico is being ’
furnished a copy of ©This letter and you are requested to contact the
r Commissioner prior to soliciting Jjoinders.

1

Sincerely youuss,

/\G%WM

heving DirectBEFORE EXAMINER NUTTER

Enclosuxre OlL CONSERVATION COMMISSION
o (EXHIZIT NO.

CASE NC.__ - 2.2 75

v




FORM 502 3.62

PAN AMERICAN PETROLEUM CORPORATION

O!L AND GAS BUILDING P. O. BOX 1410

ForT WoORTH 1, TExas
March 20, 196k

Re: Long Draw Unit
BEddy County
New Mexico

The Director
United States Geological Survey
Washington, D. C.

Through:

John A. Anderson
Regional 0il and Gas Supervisor
United States Geological Survey

Roswell, New Mexico
I EEEEREEEREEEXREER:

E. S. {Johnny) Walker
Commissioner of Public Lands
State of New Mexico

Santa Fe, New Mexico

Gentlemen:

It is proposed that an oil and gas unit be formed approximately 24 miles
West Northwest of the City of Carlsbad, New Mexico. The proposed unit will em~
brace the leases and lands hereinafter described as to all oil and gas forma~
tions below the surface (or down to the basement complex) in said leases and
lands included in the proposed unit area. Accordingly, application is hereby
made for preliminsry approval of such Federal Unit:

1. It is proposed that the following described lands he included in the
long Draw Unit Area in Eddy County, Now Mexieo:

Towrship 20 South, Range 23 Bast, N.M.P.M, Acres

Section 24: The S/2 320.00
Section 25: All 640.00
Section 36: The K/z 320.00

Township 2C South, Range 2 East, N.M.P.M.

Sestion 19: Ints 1, 2, 3 and L, the E/2 of

the W/2 and the E/2 €37.76
Section 20: The W/2 320.0C
Section 30: Lots 1, 2, 3 ard k, the E/2

of the W/2 and the E/2 637.82
Sextion 31: Lots 1, 2, 3 and 4, the E/2

of the W/2 aud the E/2 638.94

Total ecres in unlt arva: 351%.52
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The Director
The Commissioner -2 - March 20, 196k

The proposed unit area, insofar as it covers all oil and gas formations be-
low the surface, includes 3,19k.52 acres of land covered by Federal leases
RM 03021, NM 03021-A, NM 03588, MM 03588-A, MM OL117, MM N4117-A; NM 06361,
NM 06361-A, NM 015590, NN 015590-A, KM 016169, WM 020769, NM 02492Lh and
MM 033089. The total Federal acreage in the proposed Long Draw Unit Area
comprises 90.8949% of the unit area.

The proposed unit area, insofar as i{ covers all oil and gas formetions be-
low the surface, includes 320 acres covered by State of New Mexico Leases E-3937
and 0G-466k. Tne total State acreage in the proposed Long Draw Unit Area com-
prises 9.1051% of the unit area. There are no patented fee lands included in
the presently proposed Long Draw Unit Area. The proposed unit area is outlined
on the attached plat marked Exhibit "A". The unit area comprises 17 tracts of
land as shown on the propcsed Exhibit "B" attached hereto and made e part hereof.

2. It ie proposed that a test well be drilled in the unit area at & loca-
tion in the SE/b of the above described Section 25 to an approximate total depth
of 9300 feet unless the top of the Mississippian Formation is penetrated at a
lesser depth. In drilling to such depth or formation, all possible pay zones
will be penetrated at such location.

3. Pan American Petroleum Corporation will prepare the Unit Agreement for
the proposed unit and plans to use the 1963 reprint of the model form as is
shown in 30 CFR, Section 226,12, with current modifications. The said Unit
Agreement as beanmodified to inciude applicable amendments which are designed
to apply to the State of New Mexico leases. Attached hereto is the proposed
form of the Unit Agreement, marked Exhibit "C", which has been modified with
respect to the definition of the term "working interest" commencing in line 14
on page 1 of the Unit Agreement, which definition has been inserted. The pro-
visions of the sald Unit Agreement have not beer amended to eliminate provi-
sions pertaining to fee lands since at some future time it might be possible
that the unit aree might be enlarged to include fee lands therein.

L, In justification of the proposed unitization of the Long Draw Unit
Arza to all depths, there is attached hereto in triplicate a Geological Mem-
orandur dated March 10, 1964, marked Exhibit "D", t5> which Geoclogical Mem-
orandum there is attached as Exhibit 1 an isopachous map and an Exhibit 2 which
is & structural contour map. It is requested that the information contaizned iun
such Geological Memorandum and its attached exhibits be treated as confideptiel.

I: is submitted that the information contained in the Geological Memor-
andum and its atcached exhibits, which includes all of the geoclogical informa-
tion availablc to tre applicant, indicates that the proposed unit area is
geologically suited for unitization as to all depths below the surface ther:~f.
It 1s further submitted that orderly development through unitization will be
in the interest of conservation and that if the area is unitized pricr to
commencement of drilling operations to the unitized formetion, orderly develop~-
ment will be assured. It is the belief of the applicant +hat the area is
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The Director

The Commissioner -3 - March 20, 196

sufficiently attractive to Justify the drilling of a test well t0 the depth
hereinabm-peeiriedandmciﬁedinthehologicalm, and that
the drilling of such ;

LCR:ve




S

R23E

R24E

| ]

24 LEONARD | CALIFORNIA |Q [2() PAN AMER.
30.44 '
|
- |
I
30.44 |
n® | O] ®
S, s s sssers s s " gy, - !
PAN AMER. | PAN AMER I
@ | 0.4 |
: |
NM- 016169 |
THOS. CONNELL = |
@ LY l
NM-015590 ! NM-015590-A NM-0838! ! NM-03588 NM-033089
UNION 25 LEONARD } CALIFORNIA —
39.44 |
|
- . -i '
I 39.48 I
® O ® |
= - ]
30.46 :
|
-~ ‘ll—.u— —.*‘-Lan'"*
wer | @ | @
|
NN -020769 Nt .- 08381-4 ! wi-on0n1-a 'Nm-03021 ||
A LANTIC //'//pAN ‘,’ga ’3’6 Leonane | pawamen. [cavwonma
// I// /// nse : I
/
v //// z 7 // 7 .7 , |
& A v
oy v / Ve . nu nm . :
2P 7 | | ®
. / “ /’//'/5- / 30.67
// / / /' J | |
s // /l//, v v | |
VR 3937 06" 0asea :ur—l L] resser L Nw-~ 88
e m T o S | GLiFORNIA
39.80 @ :
FEDERAL STATE ; ™ 6uL
LEASES LEASES 30.03 ; ®
NM-0302! OGE- 3937 NM-024924 I wcrams Neasoatiz-a
NM-Q2 A OG- 39871 -
NM-U338S NG-4664
NM-03585
::-gislf_,a-n NOTE: ALL SECTIONS CONTAIN 640 AC. EXCEPT AS INDICATED
ARSI TOTAL ACRES IN UNIT:-.-3514.52
NM- 0i5590
NM- 015590-A
NM-018169
- 06361
NM-Q8361-A
NM-020769
NM-024924
NM- 033088
P ———_
— e 2 e Uni? Boundory
® Trac? Number
v Stote Land
| rd rd I
Federal Land

EXHIBIT ‘A

LONG DRAW UNIT

EDDY COUNTY.NEW MEXICO
SCALE: |"s2000'

L———————_



Exhibit "B" - Long Draw Unit Area, Eddy County, New Mexico

Tract Description of RNumber of Seriel No. &  Basic Royalty and Lessee Overriding :
No. Land Acres Expiration Ownership Percentage of Royalty and amd Pe
Date of Lease Record Percentege : .
Federal Land 1
—_— |
1. T-20-S, R-24-B '
Sec. 30: RE 280 M 03021 USA - 1234 Californie 0fil Unknown' California
K/2 SE/s 5-31-64(3) Company " Company - |
SE/4 SE/4 |
2. Sec. 30: SW/4 SE/4 10 MM 03021-A UsA - 1214 Leonard 011 Unknown Zeonard 01
5-31-64(3) Company Company «
3. Sec. g: Eﬁ " Lko 1:14 oz_;gs? ) UsA - 1234 California Oil Unknown California
Sec. : S§/2 NE -30 3 Company Compeany -~ -
WA BA o
L, Sec. 31: KE/4 NE/4 Lo NM 03588-A UsA - 1214 Gulf 0il Unknown Gulf 0il C
L-30-64(3) Corporation
5. Sec. 31: N/2 S/ 120 NM 04117 USA - 1214 California Gil Unknown California
SW/s SEf% 7-31-64(3) Company Company -
. 6. Sec. 31: SE/4 SE/A 4o NM O4117-2 USA - 1234 Gulf 04l Unknown Gulf 01l C
7-31-64(3) Corporation
7. Sec. 19: lLots 1,2,3,4  674.79 XM 06361 USA - 1244 Leonard 01l Unknosm Leonard Of
E/f2 W/2 4-30-64(3) Company Cumpany -
Sec. 30: Iots 1,2,3,h
E/2 W/
NE/4 SW/4
Sec. 31: lots 1,2
8. Sec. 30: SE/M sW/l: Lo 1M 06361-A UsA - 1234 California Oil Unknown Californi:
- 4-30-64(3) Compaxy Company -
9. T-20-S, R-22-E
Sec. 2k: S5/2 SW 80 NM 015590 UsA - 12} .
/4 11-30-64 (2) % Thomas Connell Kone Thomes Co




£xhibit "p" . Long Draw Unit Area, Eddy County,

Rew Mexico
Rumber of Serial No. & Basie Royalty and Lessee Overriding Working Interest
Acres Expiration Ownership Percentage of Royalty and and Percentage
Date of Icase Record Percentage .

280 RM 03021 UsA - 12i4 California 0i1 Unknown' California 041
5-31-64(3) Company  Company - All®
ko MM 03021-A UsA - 124 Leonard 011 Unknown Leonard 041
5-31-64(3) Compary - Company - A11K
Lo MM 03588 USA - 1214 California 011 Unknown California 011
h-30-6%4(3) Company Company - ALl® ';
i
o KM 03588-2 - UsA - 124 Gulf 041 Unknown Gulf 0il Corp. - ALI® |
4-30-64(3) Corporation !
120 -y ookwy  UsA - 12l4 California 011 Unknown Califorria 011 |
7-31-64(3) _ Company Company - Alls ;
ko MM Ok117-A UBA - 1214 Gulf 011 Unknown Gulf 011 Corp. - ALMY, !
7-31-64(3) Corporation
67h.79 KM 06361 . UsA - 1214 Teonard 013 Unknowm Leonard 0f1
h-30-84(3) Company

Company - A)1&

MM 06361-A USA - 1214 California 011 Unknown California 011
4-30-64(3) Company Company - A1l
8o NM 015590

UsA - 1214 Thomas Connell
11-30-64(2)

Kone Thomas Cornell - All@




i Exhibit "B" - Long Drew Unit Area, Eddy County, New Mexico

Tract Description of Number of Serial No. & Basic Royalty and lessee Overriding
No. Land Acres Expiration Ownership Percentage of Royalty and

Date of Iease Record Percentage

: 10. T-20-S, R-23-E ,

: Sec. 24: SE/B 160 KM O15590-A USA - 123% Pan American Thomas Connell et ux

11-30-6k4(2) Petroleum Corp. Emily K. Connell - 5%

1. Sec. 24: N2 sWwMH ¢+ - 80 NM 016169 Usa - 1234 Pan American Fred M. Cassidy et
11-30-64(2) Petroleum Corp. ux Margaret Cassidy

- 4 of 1% ORR, $400
per acre production
payment out of 2%
owned by Marion V.
Harris & Lawrence

. ‘ C. Harris
12. Sec. 25: All 640 . M 020769 USA - 1214 Union 0il Company Unknown
1-31-66(2) of California :
13. T-20-3, R-24-E ’ }
Sec. 31: 1Iots 3, & 239.73 M 02492k UsA - 2214 Pan American Blanche V. White and
Ef2 W/2 1-31-66(2) Petroleum Corp. Emnett D. White - 2%
1%, Sec. 20: W/2 320 M 033089 USA - 123% Pan American $500 per acre produc-
3-31-68 Petroleum Corp. tion payment out of 5%

owned as follows:
Edwerd C. Donchue - hO4
Wilma E. Donohue - h0%
o Wilma D. Moleen - 10%
Wilma D. Moleen as trusia
for Geo. Edward Donchus
Moleen - 10%

14 Federal Trects: 3,194.52 Acres, or 90.8949%




Exhibit "B" - Long Draw Unit Area, Eddy County, New Mexico

Page 2

Number of Serial No. & Basic Royalty and lessee Overriding Working Interest
Acres Expiration Ownership Perceantage of Royalty and and Percentege
Date of lease Record Percentage
23-8
SE 160 NM 015590-A - 1214 Pan American Thomas Connell et ui DPco American Petro-
11-30-64(2) Petroleum Corp. Emily K. Connell - 5% leum Corp. - All
Rf2 sWwpw 80 MM 016169 - 1234 Pan American Fred M. Cassidy et Pan American Petro-
11.-30-64(2) Petroleum Corp. ux Margaret Cassidy leum Corp. - All
- 4 of 1% ORR, $400
per acre production
payment out of 2%
owned by Marion V.
Harris & Lawrence
C. Harris
|
S A 640 . M 020769 - 1243 Union Oil Comrany  Unknown Union 0il Company
1-31-66(2) of California : of California - All
R-24-E ' .
Iots 3, 4 239.73 M 02hg2h - 1214 Pan American Blanche V. White and Pan American Petro-
» Bf2 w/f2 1-31-68(2) Petroleum Corp. Emmett D. White - 24  leum Corp. - All
w/2 350 NM 033089 - 1234 Pan American $500 per acre produc- Pan American Petro-
3-31-68 Petroleum Corp.

tion payment out of 54 leum Corp. - All

owned as follows:

Edward C. Donohue - 40%
- 404
- 10%

Wilma E. Donchue
Wilma D. Moleen

VWilma D. Moleen as trustee

for Geo. EBdward Donohue
Moleen

- 104

3,194.52 Acres, or 90.8949%

R . e




Exhibit "B" - Long Draw Unit Area, Eddy County, New Mexico

Tract Description of Number of  Serial No. &  Basic Royalty and Iessee Overriding Roy-
i No. Land Acres Expiration Ownership Percentage of alty and Percentage
Date of Iease Record .
State Lands
15. T-20-S, R-23-E L]
: Sec. 36: /b 160 0653937 State of New Atlentic Unknown . Atlantic
2 6-17-68 Merico - 1214 '
15-A. Sec. 36: SE/M NEM 4o . 06 B~3937-1 ' State of New Pan American None ‘ Pan Amer
6-17-68 Mexico - 1214 Petroleum Corp. Corporst
16. Sec. 36: N/2 NE/M 120 0G-664 State of Few Pan American None . Pea
§ SW/4 KE/4 10-21-68 Mexico - 125% Petroleum Corp. Corpors:
3 State Tracts: 320 Acres, or 9.1051% |
| TOTAL: 17 Tracts: 3,514.52 Acres in Entire Unit Area o ;
RECAPTTULATION

Land Acres Percentages

Federal 3194.52 90.89494

State 320.00 9.1051%

Patented 0 __ . . 0

TOTAL UNIT AREA 3514.52 ‘ 100.00004%

*Upon completion of initial test well, Pan American will acquire certaia operating rights in these tracts.




% Exhibit "B" - Long Draw Unit Area, Eddy County, New Mexico . Page 3
. of . Rumber of Serial No. & Basic Royalty and lessee Overriding Roy- Working Interest
[ Acres - Expiration Ownership Percentege of alty and Percentage and Percentage
: Date of Lease Record .
]
160 06B8-3937 State of New Atlantic Unknown Atlantic
6-17-68 Mexico - 1214
/& RES 40 06 R-3937-1 State of New Pan American None Pan American Petroleum
6-17-68 Mexico - 1214 Petroleum Corp. Corporation
2 NE/A 120 0G-h664 State of Rew Pan American None Pan American Petroleum
/s BR/A 10-21-68 Mexico - 1214 Petroleum Corp. Corporation
i Acres, or 9.1051% -
|,51%.52 Acres in Entire Unit Area
\ RECAPITULATION
land Acres Percentsages
, Federal 3194.52 90.8049%
State 320.00 9.1051%
Patented 0 0
TOTAL UNIT ARFA 351k.52 100,0000%

etion of init =l test well, Pan American will acquire certain operating rights in these tracts.




UNIT AGREEMENT FOR THE DEVELOPMENT
AND OPERATION OF THE LONG DRAW UNIT AREA

COUNTY OF EDDY, STATE OF NEW MEXICO

INDEX
SBection Title Page
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| L UNIT OPERATOR 5
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16 CONSERVATION 15 ]
17 DRATNAGE 15 ;3
18 LEASES AND CONTRACTS CONFORMED AND EXTENDED 15 E
19 COVENANTS RUN WITH LAND 17 .
. 20 EFFECTIVE DATE AND TERM 18
; 21 RATE OF PROSPECTING, DEVELOPMENT AND PRODUCTION 18 3
3 : 22 APPEARANCES 19 E
; 23 NOTICES 19 2
. 2 NO WAIVER OF CERTAIN RIGHTS 20 |
25 URAVOIDARLE DELAY 20
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: 27 1055 OF TITLE 20
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UNIT AGREEMENT

FOR THE DEVELOPMENT AND OPERATION
OF THE
LONG DRAW UNIT AREA
COUNTY OF EDDY
STATE OF NEW MEXICO
NO.

THIS AGREEMENT, entered into as of the day of , 196k,

by and between the parties subscribing, ratifying, or consenting hereto, and
herein referred to as the "parties hereto",
WITNESSETH:

‘WEEREAS, the parties hereto are the owners of working, royalty, or other
0il and gas interests in the unit area subject to this agreement; and

WHEREAS, the term "Working Interest” &s used herein shall mesn the in-
terest held in unitized substances or in lands containing unitized sub-
stances by virtue of a lease, operéting agreement, fee title, or otherwise.
which is chargeable with and obligated to pay or bear all or a portion of
the cost of drilling, developing, predueing, end operating the land under
the unit or cooperative agreement. The right delegated to Unit Operator as
such by this agreement is not to be regarded as a working interest; and

WHEREAS, the Mineral Leasing Act ot February 25, 1920, 41 Stat. 437, as

amended, 30 U.8.C. Secs. 181 et seq., authorizes Federal lessees and their

representatives to imite with eech cther
others, in ¢ollectively adopting and operating = cooperati#e or wnit plan of
development or opetation of any oil or gas pool, field, or like area, or any
part thereof for the purpose of more properly conserving the natural re-
sources there»f whenever determined énd certified by the Secretsry of the
Interior to be necessary or advisable in the public interest; énd

WHEREAS, the Commissioper of Pubiic Lands of the State of New Mexico
is authorized by an Act of the Legislature (Sec. 1, Chep. 162, Laws of 1951,
and Secs. 1 and 2, Chap. 176, Laws of 1961, See Chap. 7, Article 11, Secs.
39, 40 and 41 New Mexido Statutes 1953, Annotated) to consent to or approve
this agreement on behalf of the Stute of New Mexico, insofar as it covers and

includes lands snd mineral interests of the State of New Mexico; and
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WEEREAS, the 01l Conservation Commission of the State of New Mexico is
authorized by Act of Legislature (Chap, 168, Laws 1949) to appmﬁ this agree-
ment and the conservation provisions hereof; and |

WHEREAS, the parties hereto hold sufficient interests{ in the Long Draw Unit
Area comering the land hereinafter described to give reasonably effective con-
trol of operations thegein; and

WHEREAS, 1t is the purpose of the parties hereto to conserve natural re-
sources, prevent waste, and secure other benefits obtainable through'develop-
ment and operation of the area.aub,ject to this agreement vnder the terms, con-
ditions, and limitations hevein set forth;

NOW, THEREFORE, in consideration of the premises and the promises herein
contained, the parties hereto commit to this agreement their respective in-
terests in the below-defined unit area, and agree severally among themselves
as follovs: |

1. -EFABLING ACT AND REGULATIONS. The Mineral Leasing Act of February 25,
1920, as amended, supra, and all valid pertitent reguletions, including opera-
ting and unit plan regulations, heretofore issued thereunder or valid, perti-
nent, aud reasonable regulations hercafter issued thereunder are accepted and
mede a part of this agreement as to Federal le.ﬂds, provided such regulations
are not inconsistent with the terms of this agreement; and as to non-Federal
lands, the oil and gas operating regulations in effect as of the effective date
hereof governing drilling and producing operations, not inconsistent with the
terms hereof or the laws of the State in which the non-Federal land is located,
are hereby accepted and made a part of this agreement.

2. UNIT AREA. The area specified on the map attached hereto merked Ex-
hibit A is hereby designuzted end recognized as constitubing the unit ares, con-
taining 351L4.52 acres, more or less.

Exhibit A shows, in addition to the boundary of the unit area, the boun-
daries and identity of tracts and leases in sald area to the extent known to
the Unit Operator. Exhibit B attached hereto 1s a schedule showing to the
extent known to the Unit Operator the acresge, percentage, and kind of owner-
ship of 0}l and gas interests in all land in the unit area. However, nothing
herein or in said schedule or map shall be construed ss a representation by

any party hereto as to the ownership of any interest other than such interest

2

O 0 N O W W N

1k
15
16
17
18
19

B




W 00 N O v W N -

E &

13
1k
15
16
17
18
19

[

23
2k
25
26

28
29
30
31
32
33
34

or interests as are shown in said map or schedule ss owned by such party. Exe~
hibits A and B aﬁe.ll be revised by the Unit Operator whenever changes in the
unit area render such revision necessary, or when requested by the 0il and Gas
Supervisor, hereinafter referred to as "Supervisor" and not less than six
copies of the revised exhibits shall be filed with the Supervisor, and two
coples each with the Commissioner of Public Lands of the State of New Mexico,
hereinafter referred to as the "Commissioner", and the 0il Conservstion Commis-
sion, hereinafter i'ef?n'ed to as "Comaission".

The abqve-describéd un‘t area shall vhen pmuc;ble be expanded to in-
clude therein any sdditional tract or tracts regarded as reasonsbly necessary
or advisa'b]re for tﬁe purposes of tnis agreement, or sha}.l be contrscied o ex-
clude lands not within any participating area whenever‘ such expansion or con-
traction is necessary or advieable to conform with the purposes of this agree-~
ment. Such expansion or convraction shall be effected in the following manner:

(a) TUnit Operator, on its own motion or on demand of the Director of the
Geological Survey, hereinafter referred to as "Director”, or on demand of the
Commissioner after preli;ninary concurrence by the Director, shall prepare a
notice of proposed expansion‘or contrection describing the contempleted changes
in the( bowndaries of the unit area, the reasons therefor, and the proposed ef-
fective date thereof, preferably the first day of a mo;lth subsequent o “the
date of mnotice.

(b) Said notice shall be delivered to the Supervisor and the Commissioner
and coples thereof mailed to the last known address of eech workiug interest
Swiwer, lessee, wnd lessor whose interests are affected, advising that 30 dayse
will be allowed for submission to the Unit Operator of any objections.

{c) Upon expiration of the 30-day period provided in the preceding item
(v) hereof, Unit Operator shall file with the Supervisor and the Commissioner
evidence of malling of the notice of expansion or contraction and a copy of
any objections thereto which have been filed with the Unit Operator, togethex
with an application in sufficient number, for approval of such expension or
contraction and with appropriate joinders.

(4) After due consideration of all pertiment information, the expension
or contraction shell, upon approval by the Director and the Commissioner, be-

come effective as of the date prescribed in the notice thereof,

OV & =~ O V1 & w P

o
o

E

13
14
15
16

39

18
19




O @ ~I O WV W NN v

E B

(e) A1l legal subdivisions of unitized lamnds (i.e., 4O acres by Govern-
ment survey or its nearest lot or tract equivalent in instances of irreguler
surveys, however, unmusually large lots or tracts shall be considered in mul-

tiples of 40 acres, or the nearest aliquot equivalent thereof, for the purpose

a pé.rticipating aresa within 5 years after the first day of the month following

" the effective date of the first initial participating area established under

1
2
3
4
of elimination under this subsection), no parts of which are entitled to be in 5
6
7
this unit agreement, shall be eliminated automatically from this agreement, ef- 8
fective as of the first day thereafter, and such lands shall no longer be a part 9
of the unit area and shall no longer be subject to this agreement, unless at 10
the expiration of said 5-year period diligent driliing operations are in pro- 11
grees on unitized lands not entitled to participation, in which event all such 12
lands shall remaln subject hereto for so long as such drilling operations are 13
continued @iligently, with not more than 90 days' time elapsing between the com- 1%
pletion of one such well and the commencement of the next such well, except 15
that the time sllowed between such wells shall not expire earller than 30 days 16-
after the expiration of any period of time during which drilling operations are 17
prevented by a matter beyond the reasonable control of unit operator as set 18
forth in the section hereof entitled "Unavoidsble Delay"; provided that sll 19
legal subdivisions of lands not in a participating area and not entitled to be~ 20
come participating under the applicable provisions of this sgreement within 21
10 years efter sald Tirst day of the month following the effective date of said 22
first initiel particivating area chell Le cliwinated as above specified. De- 23
termination of creditable "Unavoidsble Delay" time shall be made by unit op- 2k
erator and subject to approval of the Director and the Cormissioner. The unit 25
operator shell, within 90 days after the effective date of any elimination 26
hereunder, describe the area so eliminated to the satisfaction of the Director =27
and the Commissioner and promptly notify all parties in interest. 28
If conditions warrant extension of the 10-year period specified in this 29
subsection 2(e), a single extension of not to exceed 2 years may be accomplished 30

by consent of the owners of 90% of the current unitized working interests and 31

60% of the current unitized basic royalty interests (exclusive of the basic 32
royalty interests of the United States), on a total-nouparticipating-acreage 33
basis, respectively, with approval of the Director and the Commissioner, pro- 3k
vided such extension application is submitted to the Director and the 35

L
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Commissioner not later than 60 days prior to the expiration of said 10-year
period.

Any expansion of the unit area pursuant to this section which embraces
lands theretofore eliminated pursuant to this subsection 2(e) shall not de
considered automatic commitment or recommitment of such lands.

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land committed to this
agreement shall constitute land referred to herein as "unitized land" or "land
subjdct to this agreement”. All oil and gas in any and all formations of the

O O <N oW o WD

unitized land are unitized under the terms of this sgreement and herein are

o
o

called "unitized substances".

4k, UNIT OPERATOR. Pan American Petroleum Corporation is hereby designated 11
as Unit Operator and by execution hereof as Unit Operator agrees and consents to 12
accept the duties and obligations of Unit Operator for the discovery, develop- 13
ment, and production of unitized substances as herein provided. Whenever refer- 1k
ence is made herein to the Unit Operator, such reference means the Unit Operator 15
acting in that capacity and not as an owner of interest in unitized substancesr, 16
and the term "working interest owner" when used herein shall include or refer 7
to Unit Operator as the owner of a working inmterest when such an interest is 18
owned by it. 19

5. RESIGNATION OR REMOVAL OF UKIT CPERATOR. Unit Operator shall have the 20
right to resign at any timé prior to the establishment of a participating srea 2%
or areas hereunder, but such resignation shall not become effective so as to re- 22
lesse Tmit Operator from the duties and obligations of Unit Operator and ter- 23
minate Unit Operator's rights as such for a period of 6 months after notice of 2k
intention to r2sign bhas been served by Unit Operator on all working interest 25
owners, the Director and the Commissioner, and until &il wells then drilled 20
hereunder are placed in a satisfactory condition for suspension or abandomment, 27
whichever is required by the Supervisor, unless a new Unit Operator shall have 28
been selected anl approved and shall have taken over end assumed the duties 29
and obligations of Unlt Operator prior to the expiration of said period. 30

Unit Operator shall have the right to resign in like manner and subject to 31
like limitations as above provided at any time a participating area established 32
her. mder is in existence, but, in all instances of resignation or removal, un- 33
til a sﬁccessor unit operator is selected and spproved as hereinafter provided, 34

the working interest owners shall be jointly responsible for performsnce cf the
>
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duties of unit operator, and shall not later than 30 days befor= such resigna- 1
tion or removal becomes effective appoint a common egent to represent them in 2
any action to be taken hereunder. 3
The resignation of Unit Operator shall not release Unit Operator from any &4
liability for any default by it hereunder occurring prior to the effective date 5
of its resignation. 6
The Unit Operator may, upon defaul® or vfa.:llure in the performance of its T
duties or obligations hereunder,, be subject to removal by the same percentage 8
vote of the owners of working interests determined in l1ike mammer as herein pro- 9
vided for the selection of a new Unit Operator. Such removel shall be effective 10
upon notice thereof to the Director and the Commissipner. n
The resignation or removal of Unit Operator under this agreement shaell not 12
terminate its right, title, or interest as the owner of a working interest or 13
other i_ntereat in unitized substances, but upon the resignation or removal of 1%
Unit Operator becoming effective, such Unit Operator shall deliver possession of 15
all equipment, meteriels, and appurtenances used in conducting the unit opers- 16
tions and owned by the working interest owners to the new duly qualified succes- 17
sor Unit Operator or to the owners thereof if no such new Unit Operator is 18
elected, to be used for the purpose of conducting unit operations hereunder. 19

FNothing herein shall be construed as authorizing removal of any material, equip- 20

R

ment and appurtenances needed for the preservation of any wells.

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender his 22
or its resignation as Unit Operstor or shall be removed as hereinabove pro- 23
vided, or a change of Unit Operator is negotiated by working interest owners, 2k
the owners of the working interests in the participating area or areas accord- 25
ing to their respective acreage interests in such participating area or areas, 26
or, until a participating area shall have been established, the owners of the 27
working interests according to their respective acreage interests in all uni- 28

tized land, shall by majority vote select a successor Unit Operator: Provided, 29

that, if & majority but less than 75 per cent of the working interests quali- 30

fied to vote are owned by one party to this asgreement, a concurring vote of 31

one or more additional working interest owners shall be required to select a 32

new operator. Such selection shall not become effective until 33

(a) a Unit Operator so selected shall accept in writing the duties and 34

responsibilities of Unit Operstor, and 35
6
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(b) the selection shall lave been approved by the Divessow—amd-tie Commis- 1

gioner. If no successor Unit Operator is selected and qualified as herein pro-

vided, the Director at his election iay declare this unil sgreement terminated.

2
3

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the Unit Opera- k4

tor is not the sole owner of working interests, costs and expenses incurred by
Unit Operator in conducting unit operations hereunder shall be paid and appor-
tioned among and borne by the owners of working interests, all in accordance
vith the agreement or sgreemdnts entered into by and betweer the Unit Operator
and the owners or working inberests, whether one or more, separately or collec-
tively. Any agreement or agreements entered into between the working interest
owners and the Unit Operator as provided in this section, whether one or more,
are herein referred to as the "unit operating agreement". Such unit operating
agreement shall alsc provide the mammer in which the working interest owmers
shall be entitled to receive their respective proportionate and sllocated share
of the benefits accruing hereto in conformity with their underlying operating
agreements, leases, or other independent contracts, and such other rights and
obligations as between Unit Operator and the working interest owners as may be
agreed upon by Unit Operator and the working interest owners; hc.ever, no such
unit operating agreement shall be deemed either to modify any of the terms and
conditions of this unit agreement or to relieve the Unit Operator of any right
or obligation established under this unit agrecment, and in case of any ine-
consistency or conflict between the unit agreement and the unit operating
agreement; this unit agreement shall vprevail. Three true coples of any unit
operating agreement executed pursuant to this section should be filed with the
Supervisor and two true copies with the Commissicner, prior to approval of
this unit agreement.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise speci-
ficelly provided herein, the exclusive right, privilege, end duty of exercis-
ing any and all rights of the parties hereto which are necessary or conven-
ient for prospecting for, producing, storing, allocating, and distributing the
unitized substances are hereby delegated to and shall be exercised by the Unit
Operator as herein provided. Accentable evidence of title to said rights shall
be deposited with said Unit Operator and, together with this agreement, shall

constitute and define the rights, privileges, and obligations of Unit Operator.
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Notbing herein, however, shall be construed to transfer title to any land or to
any lease or operating agreement, it being understood that under this agreement
the Unit Operator, in its cepacity as Unit Operator, shall exercise the rights
of possession and use vested in the parties hereto only for the purpoées here-
in speciiied.

9. DRILLING TO DISCOVERY. Within 6 months after the effective date here-
of, the Unit Operator shall begin to drill emn adegquate test well at a location
approved by the Supervisor if such location is upon lands of the United States,
and if upon State or patented lands, such location shall be approved by the
Commission and the Commissioner, unless on such effective date a well is being
drilled conformably with the terms hereof, and thereafter contimue such drill-
ing diligently until the Mississippian formation is penetrsted or until at
a lesser depth unitized substances shall be discovered which can be produced
in paying quantities (to wit: quantities sufficient to repay the costs of drill-
ing, and producing operations, with a reasonsble profit) or the Unit Operator
shall at any time esteblish to the satisfaction of the Supervisor as to wells
on Federal lands, or to the Commission and the Commlssioner as to wells on
State or patented lands, that further drilling of said well would Be unwarrent-
ed or impracticeble, provided, however, that Unit Operator stell not in any
event be required to drill seid well to a depth in excess of 9,300 feet. Un-
til the discovery of a deposit of unitized substances capeble of being produced
irn paying quantities, the Unit Operator shall continue drilling diligently one
well ot o time, ellowing not more then 6

"~
o e g e Y g BACEENL 383184 -

ntlhig hetween the commletion of one
well and the beginning of the next well, at locations epproved by the Super-
visor i1f such locations are on lands of the United States, and if upon State
or patented lands at locations approved by the Cormission and the Commissiorer,
until a well capable of producing unitized substences in paying quantities is
completed to the satisfaction of said Supervisor and Commissioner or until

it is reasonably proved that the unitized land is incapable of producing uni-
tiZzed substances in paying quentities in the formations drilied hereunder.
Nothing in this section shall be deemed to limit the right of the Unit Opera-
tor to resign as provided in Section 5 hereof, or as requiring Unit Operator to
comrence or continue any drilling during the period pending such resignation
becoming effective in order to comply with the requirements of this section.
The Director and the Commissioner may modify the drilling requirements of this
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section by granting reasonable extensions of time when, in their opinion, such
action is warranted.

Upon failure to comply with the drilliing provisions of this section, the

Director and the Comrissioner may, after reasoneble notice to the Unit Operator,

and each working interest owner, lessee, and lessor at their last known addres-

ses, declare this Unit Agreement terminated.

10. PLAN OF FURTHER DEVELOPMENT AND QPERATION. Within 6 months after com-
pletion of a well capable of producing uvnitized substances in paying quantities,

the Unit Operator shall submit for the approval of the Supervisor, the Commis-
sioner and the Commission an acceptable plan of development and operation for

the umitized land which, when approved by the Supervisor, the Commissioner and

the Commission, shall constitute the further drilling and operating obligations

ot the Unit Operator under this agreement for the period specified therein.

Thereafter, from time to time before the expiration of any existing plan, the

Unit Operator shall submit for the approvel of the Supervisor, the Cormmissioner

and the Comission a plan for an additional specified period for the development

and operation of the unitized land.

Any plan submitted pursuant to this section shsall provide for the explora-

tion of the unitized area and for the diligent drilling necessary for deter-

mination of the area or areas thereof cepable of producing unitized substances

in peying quantities in each and every productive formation and shall be as com-

plete and adequate as th: Suvervisor, the Commissioner and the Cammission may

determing ¢ be necessary for timely development and proper conservation of the

oil and gas resources of the unitized area and shall

(a) specify the number end locations of any wells to be drilled and the
proposed order and time for such drilling; and

(b) +o fhe extent practicaeble specify the operating practices regarded
as necessary and advisable for proper conservation of natural resources.
Sepaiate plans may be submitted for separate productive zones, subject to the
approval of the Supervisor, the Commissioner and the Commission.

Plans shall be modified or supplemented when necessary to meet changed
conditions or to protect the interests of all parties to this agreement.
Reasonsable diligence shail be exercised in complying with the obligations of

the epproved plen of development. The Supervisor and the Commissioner are
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1 authorized to grant a reasonable extension of the 6-month period herein pre- 1
2 seribed for submission of an initial plan of development where such action is 2
3 Justified because of unusual conditions or circumstances. After completion 3
: 4 hereunder of a well capable of producing any unitized substance in paying qQuan- )
] tities, no furtber wells, except such as may be necessary to afford protection 5
6 against ‘operations not under this agreement or such as may be specifically ap- 6
T proved by the Supervisor and the Commissioner, shall be drilled except in ac- T
8 cordance with a plen of Mlmt approved as herein provided. 8
9 11. PARTICIPATINN AFTER DISCOVERY. Upon completion of a well capable of 9
10  producing unitized substances in paying quantities or as soon thereafter as re- 10
n quired by the Supervisor and the Commissioner, the Unit Operator shall submit 1

12 for approval by the Director, the Commissioner and the Commission, a schedule 12
13 based on subdivisions of the public-land survey or aliquof parts thereof, of 13
14 g1l unitized land then regarded as reasonsbly proved to ve productive of uni- 1%
15  tized substances in paying qusntities; all lands in said schedule on approval 15
16 of the mrector, the Commissioner and the Commission to constitute a partici- 16

17 pating area, effective as of the date of completion of such well or the effec- 17

18  tive date of the unit sgreement, whichever is later. The acreages of both 18
19 Federal and non-Federal lands shall be based upon appropriate computations from 19

20 the courses and distances shown on the last approved public-land survey as of 20

B

21 the effective date of the initial participating area. Said schedule also shall

2 set forth the percentage of unitized substances to be allocated as herein pro- 22

23 vided to each unitized tract in the participating arees so established, and 23
2 suall govern the allocation of production from and after the datc the pardi- 2L
25 cipating area becomes effective. A separate participating area shall be es- 25
26 tablished in like menner for each separate pool or deposit of unitized sub- 26
! T stances or for any group thereof produced as a single pool or zone, and any 27

28 two or more participating areas so established may be combined into one with 28
29 the consent of the owners of all working interests in the lands within the 29
30 participating areas so to be combined, on approval of the Director, the Com- 30
31 missioner and the Commission. The participating area or areas so established 31
32 shall be revised from time 1o time, subject to like approval, whenever such 32

33 action eppears proper as a result of further drilling operations or otherwise 33

3k to include additional land then regarded as reasonsbly proved to be produc- 34
35 tive in paying quantities, or to exclude land “hen regarded as reasonably 35
10
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proved wotl to be productive in paying quaniities and the percentage of alloca-
tion shall also be revised accordingly. The effective date of any revision
shall be the first of the month in which is obtained the knowledge or informa-
tion on vhich such revigion is prediceted, provided, however, that a more ap-
propriate effective date may be used if justified by the Unit Operator and ap-
p;oved by the Dire~tor and the Commissioner and the Commission. Ko land shall
be excluded from a participating area on account of depletion of the unitized
substances. |

It is the intent of this section that a participating area shall represent
the area known or reasonably estimated to be productive in paying quantities;
but, regardless of any revision of the participating area, ncthing herein con-
tained shall be construed as requiring any retroactive adjustment for produc-
tion obtaihed prior to the effect:l;fe date of the revision of the participating
area.

In the sbsence of agreement at any time between the Unit Operator and the

Director, the Commissioner and the Commission as to the proper definition or re-

definition of a participating area, or until e participating area has, or areas
have, been established as providged herein, the portion of all peyments affected
thereby may be impounded in a manner mutually acceptable to the owners of work-
ing interests, except royalties due the United States and the State cf New
Mexico, which shall be determined by the Supervisor and the Commissioner, re-
spectively, and the amount thereof deposited, as directed by the Supervisor and
the Commissioner, respectively, to be held as unearnmed money until a partici-
peting area is finally approved and then applied as earned or returned in ac-
cordance with a determinstion of the sum due as Federal and State royalty on
the basis of such approved participating area.

Whenever it is determined, subject to the approval of the Supervisor, as
to the wells on Federal lands, the Commissioner as to wells on State lands,
and the Commission as to wells on patented lands, that a well drilled under
this sgreement is not capable of production in paying quantities and inclusion
of the land on which it is situated in a participating area is unwarranted,
production from such well shall, for the purposes of settlement emong all par-
ties other than working interest owners, be allocated tc the land on which the
well is located so long as such land is not within a participating area es-

tablished for the pool or deposit from which such production is obtained.
11
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1 Settlement for working interest henefita fyom sweh g well chall be made a5 pio- 1+
2 vided in the unit operating agreement. 2
3 12, ALLOCATION OF PRODUCTION. All unitized substances produced from each 3
L participating area established under this agreement, except any part thereof L
5 used in conformity with good operating practices within tbe unitized area for 5
6 drilling, operating, camp and other production or development purposes, for re- 6
7 pressuring or recycling in accordance with a plan of development approved by T
8 the Supervisor, the Commissioner end the Commission, or unavoidably lost, shall 8
9 be deemed to be produced equally on an acreage busis from the several tracts of 9
10 unitized land of the participating area esteblished for such production and, for 10 | :
n the purpose of determining any benefi‘ts accruing under this agreement, each such 11 . ‘%i

12 tract of unitized land shall have sllocated to it such percentage of said produc- 12
13 tion as the number of acres of such tract included in said participating ares 13
14 bears to the total acres of unitized land in said participating ares, except that 1k S
15 allocation of production hereunder for purposes other than for settlement of the 15
16  royslty, overriding royalty, or payment out of production obligations of the re- 16

17 spective working interest owners, shall be on the basis prescribed in the unit 17

' 18  operating sgreement whether in conformity with the basis of allocation herein 18
19 set forth or otherwise. It is hereby agreed that production of unitized sub- 19

20 stances from a participating area shall be allocated as provided herein regsrd- 20

R

less of whether any wells are drilled on any particular part or tract of said 21
22 participating area. If any gas produced from one participating ares is used 22

23 for repressuring or recycling purposes in another participating area. the firat 23

2k gas withdrswn from such last-mentioned perticipating area for sale during the 2k
25 life of this sgreement shall be considered to be the gas so transferred until a5
1 26 an emount equal to that transferred shall be 50 produced for sale and such gas 26

27 shall be allocated to the participating area from which initially produzed as 7

28  constituted at the time of such final production. 28
29 13. DEVELOPMENT OR OPERATION OF NON-~-PARTICIPATING LAND OR FORMATIONS. 29
30 Any party hereto owning or controlling the working interest in any unitized 30
31 land having thereon a regular well location may with the approval of the 31
32 Supervisor, the Commissioner or the Commission, at such party's sole risk, 32
33 costs, and expense, drill a well to test any formation for which a partici- 33
34 pating area has not been established or to test any formation for which a 34
12
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participating ares has been established if such location is not within saeid
verticipating area, unless within 90 days of receipt of notice from said party
of his intention to drill the well the Unit Operator elects and commences 1o
drill such a well in ilike mamner as other wells are drilled by the Unit Opera-
tor under this agreement.

If any well drilled as aforesaid by s working interest owner results in
production such that the land upon which it is situated masy properly be in-
cluded in a participating area, such perticipating area shall be established
or enlarged as provided in this agrcement and the well shall thereafter be
operated by the Unit Operstor in accordsnce with the terms of this agreement
and the unit operating agreement.

If any well drilled as aforesaid by a working interest owner obtains pro-
duction in quantities insufficient to justify the inclusion in a participating
area of the land upon which such well is situated, such well may be operated
and produced by the party drilling the same subject to the conservatior re-

quirements of this agreement. The royalties in amount or value of producticn

from any such well shall be paid as specified in the underlying lease and agree-

ments affected.

14. ROYALTY SETTLEMENT. The United States and the State of New Mexico and
all royalty owners who, under existing contract, are entitled to take in kird
& share of the substances now unitized hereunder produced from any tract, shall
hereafter be entitled to the right to take in kind their share of the unitized
substances allocated to such tract, and Unit Operator, or in case of the opera-
tion of a well by a working interest owner as herein in special cases providsd
for, such working interest owmer, shall mzke deliveries of such royalty share
taken in kind in conformity with the applicable contracts, laws, and ragula-
tions. Settlement for royalty irntersst not taken in kind shall be mads by
working interest owners rasponsible therefor under existing contracts, laws
and regulations on or before the last day of each month for unitized sub-
stances produced during the preceding calendar month; provided, however, that
nothing herein contained shall operate tn relieve the lessees of any land
from their respective lease obligations for the payment of any royalties dus=
under their leases.

If gas obtained from lands not subject to this sgreszment is introduszi
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1 ints eny parvicipaling area hereunder, for use in repressuring, stimulation of 1
2 production, or increasing witimate recovery, which shall be in conforuwity with 2
3 a plan first spproved by the Supervisor and the Commissioner, & like amount of 3
L gas, efter settlement as herein provided for any gas transferred from any ot- U
5 her participating area and with due allowance for loss or depletion from any 5
; 6 cause, may be withdrawn from the formation intc which the gas was introduced, 6
" ) (4 royalty free as to dry gas, but not as to the products extracted therefrom; pro-7
: 8 vided hat such withdrawsel shall be at such time as may be provided in the plan 8 ’
9 of operations or as may otherwise be consented to by the Supervisor, the Com- 9 : : T
10  missioner and the Commission as conforming to good petroleum engineering prac- 10
11 tice; and provided further, that such right of withdrawal shall terminate on BaE
12 the termination of this unit agreement. 12 :
13 Royalty due the United States shall be computed as provided in the opera- 13 ©

o 1% ting regulations and paid in value or delivered in kind as to &ll unitized sub- 1%
15 stances on the basis of the amounts thereof allocated to unitized Federal land 15
16  ag provided herein at the rates specified in the respective Federal leases, 16
1T  or at such lower rate or rates as may be suthorized by law or regulation; pro- 17
18  vided, that for lesses on which the royalty rate depends on the daily average 18

1S5 production per well, seid sverage production shall be determined in accordance 19

20 with the operating regulations as though each participating area were a singie 20
21 consolidated lease. 2l
22 i5. RENTAL SETTLEMENT. Rental or minimum royalties due on leases com- e2

23 mitted hereto shall be paid by wnrkings intcresi owners responsible therefor 23
2k vnder existing contracts, laws, and regulations, provided that nothing hersin 24

25 contained shall operate to relieve the lessees of any land from their vespez- &9

26 tive lease obligetions for the payment of any rental or minimum royalty in 26
27 lieu thereof due under their leases. Rental or minimm xoyalty for lands of &

28 the United States subject to this sgreement' shell be paid at the rate speci- 28
29 fied in the respecti}re leases from the United States unless such rental or 29
30 minimm royalty is waived, suspended, or reduced by law or by approval of the 30
31 Secretary or hic duly authorized representative. Rentals on State of New 21
32 Mexico lands subject to this agreement shall be paid at the rates specified 32
33 in the respective leases, or may be reduced and suspended upon the order of 33
3k the Commissioner of Public Lands of the State of New Mexico pursuant t5 ap=- 34

35 plicable laws and regulations. 35
14




With respect to any lease ou non=Feders) land containing provisions which
would terminate such lease unless drilling operations were within the time
therein specified commenced upon the land covered thereby or rentals paid for
the privilege of deferring such drilliing operations, the rentals required
thereby shall, notwithstanding any other provision of this syreement, be deemed
to accrue and becdme payable during tie term thereof as extended by this agree-
ment and until the required drilling operations are commenced upon the land
covered thereby or some portion of such land is included within s participating
area.

16. CONSERVATION. Operations hereunder and production of unitized sub-
stances shall be conducted to provide for the most economical) and efficient
recovery of said substances without waste, as derined by or pursuant to State
or Fe&ergl law or regulation.

17. DRAINAGE. The Unit Operator shall take appropriate and adequate
measures to prevent drainage of unitized substances from unitized land uy wells
on land not subject to this agreement, or, with prior consent of the Director
or the Commissioner, pursuant Fo gpplicable regulations pay a fair and reason-
able conpensatory royalty as determined by the Supervisor or the Commissioner.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, conditionms,
and provisions of all leases, subleases, and other contracts relating to ex-
vloration, drilling, development, or cperation for oil or gas of lands com~
mitted to this agreement are hereby expressly modified and amended to the ex-
tent necessary to make the same conform to the provisions hereof, but other-
wise to remain in full force and effect; and the parties hereto hereby con-
sent that the Secretary and the Commissioner, respectively, shall and by their
approval hereol, or by the ayrproval hereof by thelr duly suthorized represen-
tatives, do hereby establish, alter, change, or revoke the drilling, pro-
ducing, rental, minimm royalty, and royslty requirements of Federal and
State leases committed hereto end the regulations in respect thereto to con-
form said requirements to the provisions of this agreement, and, without
1imiting the generality of the foregoing, all leases, subleases, and con-
traects are particularly modified in'accordance with the following:

(a) The development and operation of lands subject to this agreement

under the terms hereof shall be deemed full performance of all obligations

15



R

O ®©® ~N O W W N P

E &

13
1k

15
16

17
18

19

B

23

29
30
31
32

3k

for developmeni and uperation with respect to each and every part or separately 1
owned tract subject to this agreement, regardless of whether there is any de- 2
velopment of any particular part or trsct of the unit area, notwithstanding any-3

thing to the contrary in any lease, operating sgreement or other contract by
and between the parties hereto, or tbeir respective predecessors in interest,

or any of them.

of unitized lands will be accepted and deemed to be performed upon and for the

4
5
6
(b) Drilling and producing operations performgd hereunder upon any tract 7
8
9

benefit of each and every tract of unitized lend, and no lease shall be deemed

to expire by reason of failure to drill or produce wells situated on the land 10

g

therein embraced.

(¢) Suspension of drilling or producing operstions on all unitized lands 12
pursuant to direction or consent of the Secretary or his duly authorized re- 13
presentative, and on all unitized lands of the State of New Mexico pursuant 14
to the consent of the Ccamissioner, or his duly recognized representgtive, 15
shall be deemed to constitute such suspension pursuant to such direction or 16
consent as to each and every tract of unitized land. 17

() Each lense, sublesse or comtract relating to the exploration, drill- 18
ing, development or operation for oil or gas of lands other then those of the 19
United States committed to this sgreement, which, by its terms might expire 20
prior to the termination of this agreement, is hereby extended beyond any such 21
term so provided therein so that it shall be continued in full force and effect 22
for and during the term of this agrcement. 23

(e) Any Federal lease for a fixed term of twenty (20Q) years or any re- 2k
newal thereof or any pert of such lease which is mede subject to this agree- 25
ment shall continue in force beyond the term provided therein until the ter- 26
mination hereof., Any other Federsl lease committed hereto shall contimue in 27
force beyond the termm so provided therein or by law as to the land committed 28
50 long as such lease remains subject hereto, provided that production is had 29
in paying quantities under this unit agreement prior to the expiration date 30
of the term of such lease, or in the event actual drilling operations are 31
coménced on wnitized land, in esccordance with the provisions of this agree~ 32
ment, prior to the end of the primary term of such lease snd are being dili- 33

gently prosecuted at that time, such lease shall be extended for two years and 3k

16
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80 long thereafter as oil or gas is produced in paying quantities in accordance
with the provisions of the Minerali Leéasing Act Revision of 16A0.

(£) Bach sublease or contract relating to the operation and development
of unitized substances from lands of the United States committed to this agree-
ment, which by its terms would expire prior to the time at which the underlying
lease, as extended by the immedistely preceding parsgraph, vill expire, is here-
by extended beyond any such term so provided therein so that it shall be con-
tinued in full force and effect for and during the term of the underlying lease
as such term is herein extended.

(g) The segregation of any Federal lease committed to this agreement is
governed by the following provision in the fourth paragreph of Sec. 17(J) of
the Mineral Lessing Act, as smended by the Act of September 2, 1960 (74 Stat.
T81-T8k4): "Any (Federal) lease heretofore or hereafter committed to any such
(unit) plan embracing lands that are in part within and in part outside of the
area covered by any such plan ghall be segregated into separate leases as to the

lands committed and the lands not coomiited as of the effective date of unitiza-
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13
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tion: Provided, however, That any such lease as to the nommitized portion shall 17

continue in force and effect for the term thereof but for not less than two
years from the date of such segregation and so long thereafter as oil or ges is
produced in paying guantities.”

(k) Any lesse, other than a Federal lease, having only a portion of its
lands committed hereto shall be segregated as to the portion committed and the
portion not committed, and the provisions of such lease shall apply separately
to such segregated porticns commencing as of the effective date hereof. In
the event any such lease provides for a lump-sum rental payment, such payment
shall be prorated between the portions so segregated in proportion to the acre-
age of the respective tracts.

19, ‘COVENANIS RUN WITH LAND, The covenants herein shall be construed to
be covenants running with the land with respect to the iuterest of the parties
hereto and their successors in interest until this agreement texrminates, and
any grant, transfer, or conveyance of interest in land or leases subject here-
to shall be and hereby is conditioned upon the assumption of all privileges
and obligations hereusder by the grantee, transferee, or other successor in in-

terest. No assignment or transfer of any working interest, royalty, or other
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interest subject hereto shall be binding upon Unit Operator until the first day

of the calendar month after Unit Operator is furnished with the original, pho-
tostatic, or certified copy of the instrument of transfer.

20. EFFECTIVE DATE AND TERM. This agreement shall become effective upon
approval by the Secretary and the Commissicner or their duly authorized repre-
sentatives and shall terminate five (5) years from said effective date unless

(a) such date of expiretion is extended by the Director and the Comsis-
sioner, or

(b) it is reasonsbly determined prior to the expiration of the fixed
term of any extension thereof that the unitized land is incapsble of pro-
ductlon of unitized substances in paying quantities in the formations tested
hereunder and after notice of intention to terminate the agreement on such
ground is given by the Unit Operator to all parties in interest st their last
known addresses, the agreement is terminated with the approval of the Director

and the Commissioner, or

(c) a valuable discovery of unitized substances has been made or accepted

on wmitized land during said initial term or any extension thereof, in which
event the agreement shall remain in effect for such term and so long as uni-
tized substances can be produced in quantities sufficient to pay for the cost

of producing same from wells on unitized land within any participating area

established hereunder and, should production cease, so long thereafter as dili-

gent operations are in progress for the restoration of production or discovery

of new production and so long thereafter as the unitized substances so dis-
covered can be produced as aforesaid, or

(d) it is terminated as heretofors pravided in this agreement.
This agreement may be terminated at any time by not less than 75 per centum,
on an acreage basis, of the owners of working interests signatory hereto,
with the spproval of the Director and the Commissioner; notice of any such
approval to be given by the Unit COperator to all parties hereto.

21, RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The Director is
hereby vested with authority to alter or modify from time to time in his dis-
cretion the quantity send rate of production wnder this sgreement when such
quantity and rate is not fixed pursuant to Federal or State layw or does not

conform to any state-wide voluntary conservation or aliocation program, which

18
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is established, recognized, and generally adhered to by the majority of opera-
tors in such State, such authority being hereby limited to alteration or modi-
fication in the public interest, the purpose thereof and pudblic interest to
be served thereby to be stated in the order of alteration or modification.
Without regard to the foregoing, the Director is alsc hereby vested with auth-
ority to alter or modify from time to time in his discretion the rate of pros-
pecting and development and the quantity and rate of production under this
agreement when such alteration or modificstion is in the interest of attain-
ing the conservation objectives stated in this agreement and is not in viola-
tion of any applicable Federal or State law; provided, further, no such alter-
ation or modification shall be effective as to any land of the Blate of New
Mexico as to the rate of prospectirg and development in the absence of the
specific written approval thereof by the Commissioner apnd as to lands of the
State of New Mexico or privately owned lands subject to this agreement as to
the gquantity and rate of production in the absence of specific written ap-~
proval thereof by the Commissioner.

Towers in this section vested in the Director shall only be exercised af=-
ter notice to Unit Operator and opportunity for hearing to be held not less
than 15 days from notice.

22. APPEARANCES. Unit Operator shall, after notice to other parties af-
fected, have the right to appear for and on behalf of any and all interests
affected hereby before the Department of the Interior and to appeal from or-
ders issued under the regulations of said Department oi to apply tor reliefl
from any of said regulations or in any proceedings relative to operations be-
fore the Depariment of the Tnterior or any other legally constituted author-~
ity; provided, however, that any other interested party shall alsc have the
righé at his own expense to be heard in any such proceeding.

23. NOTICES., All notices, demands or statements required hergunder to
be given or rendered to the parties hefeto shall be deemed fully given if
given in writing and personelly delivered to the party or sent by postpaid
registered mail, addressed to such party or parties at their respective ad-
dresses set forth in comnection with the signatures hereto or to the ratifi-
cation or consent hereof or to such nther address as any such party may have

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

19

v O N O W

£ &

S




of the State wherein sald unitized lands are located, or of the United States,

1

2

3

L

5 or regulations issued thereunder in any way affecting such party, or as a

] .

T 25. UNAVOIDARLE DELAY. A1l obligations under this 8greement requiring
5 ,

9

2
3
N
5
vaiver by any such party of any right beyond his or its authority to waive. 6 f
.
8
9

10 Suspended while, but only so long as, the Unpit Operator despite the exercise 10
11 of due care ang diligence is prevented from camplying with such obligations, in 11
12 whole or in part, by strikes, acts of God, Federal, State, or municipal law 12
13 or agencies, unavoidable accidents, uncontrollarle delays in transportation, 13
4 inability to obtatn Decessary materials in open market, or other matters be- 1%

e 15 yond the reasonable control of the Unit Operator whether similar to matters 15

16  herein emmerateq or not. 16

17 26. NONDISCRIMINATION. In connection with the performance of work under 17

18 this agreement, the operator agrees to comply with all of the Provisions of 18
aq e LIS

19  Section 301(1} to (7), inclusive, of Executive Order 10925 (e6rnigry), 19

20 which are hereby incorporated by reference in this sgreement. 20

21 2f. LOSS OF TITLE. In the event title to any tract of unitized land shall 21

22 Pail end the true owner cannot be induced to join in this wnit agreement, such 22

23 tract shall be automaiically regarded as not commlitted hereto and there shall 23

2k be such read justment of future costs ang benefits as may be required on ac- 24
25 count of the loss of such title. In the event of g dispute as to title as 25

26 to royalty working inteiest, or other interests subject thereto payment 26
any ) ’ )

28 wntil the dispute is finally settled; provided, that, as to Federal and State a8
29 land or leases, no payments of funds due the Uniteq States or the State of 29
30 New Mexico should be withheld, but such funds shall be deposited as directed 30

31 by the Supervisor and the Commissioner, respectively, to be held ag unearned 31

32 money pending final settlement of the title dispute, and then applied as 32
33 earﬁed Or returned in accordance with such final settlement. 33
3k Unit Operator as such is relieved from any responsibility for any de- 3k
35 fect or failure of any title hereunder. 35

20
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28. NON-JOINDER AND SUBSEQUENT JOINDER. If the owvmer of any substantial
interest in a tract within the unit area fails or refuses to subscribe or con-
sent to this agreement, the owner of the working interest in that tract may
withdraw said tract from this agreement by written notice to the Director, the
Commissioner and the Unit Operator prior to the spproval of this agreement by
the Director and the Commissioner. Any oil or gas interests 'in lands within
the wnit area not committed hereto prior to submission of this agreement for
final approval may thereafter be mittedheretobythemrormrsthere-

of subscribing or comsenting to this agreement, snd, if the interest is a work-

ing interes}, by the owner of suck interest also subscribing to the unit operat-

ing agreement, Afler operations are commenced hereunder, the right of subse-
quent joinder, as provided in this section,» by a working interest owner is sube
Jject to such requirements or approvals, if any, pertaining to such joinder, as
mey be provided for in the unit operating agreement. After final approval
hereof joinder by a mmaxrking interest owner must be consented to in writing

by the working interest owner committed hereto and respomsible for the payment

12
13
14
15
16

of axy renefits that may accrue hereunder in behalf of such non-working interest.l7

Joinder by any ovnér of a non-working interest, at any time, must be eccompanied 18

by asprropriate joinder by the owmer of the corresponding working interest in
order for the interest to be regarded ms committed hereto. Joinder to the unit
sgreement by a working-interest owner, at any time, must be accompanied by ap-
propriate Joinder to the unit operating agreement, if more than one committed
vorking-interest owner is involved, in order for the interest to be regarded
as comnitted to this unit agreement. Except as may otherwise herein be pro-
vided subsequent Jjo*rlers to this asgreement shall be effective as of the first
day of the month following the filing with the Supervisor and the Commissioner
of duly executed counterparts of all or any papers necessary to establish ef~

fective commitment of any tract to this agreement unless objection to such

19
20

28

Jjoinder is duly made within 60 days by the Director or the Commissioner, ~m¢e€f29

2G. COUNTERPARTS. This/ emént may be exefitted in eny humber of

counterparts no one of which needs to be executed by all parties or may be

_rutified or consented to by separate instrument in writing specifically re-

ferring hereto and shall be binding upon all those parties who have executed
such a counterpert, ratification, or consent hereto with the same force and

effect as if all such parties had signed the same document and regardless of
21

30
31
32
33
34
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whether or not it is executed by all other parties owning or claiming an in-
terest in the lands within the above-described unit area.

30. SURRENIER. BNothing in this agreement shall prohibit the exercise by
any working interest owner of the right to surrender vested in such party in
any lease, sub-lease, or operating agreement as to all or any part of the lands
covered thereby, provided that eccii party who will or might acquire such work-
ing interest by such swrrender or by forfeiture as hereafter set forth, is
bound by the terms of this asgreement.

' If as a result of any such surrender, the working interest rights as to
such lands become vested in eny party other than the fee owmer of the uni-
tized substances, said party shell forfeit such rights and no further bene-
fits from operation hereunder as to said land shall accrue to such party,
unless within ninety (90) days thereafter said party shall execute this agree-
ment end the unit operating agreement as t.o the working interest acquired
through such surrender, effective as though such land had remained continuwously
subject to this agreement and the unit operating agreemezt. And in the event
such agreements are not so executed, the party next in the chain of title shall
be and become the owner of such working interest at the end of such ninety (90)
day period, with the same force and effect as though such working interest hed
been surrendered to such party.

If as the result of any such surrender or forfeiture the working interest
rights as to such lands become vested in the fee owner of the unitized sub-
stances, such owner may:

(1) Execute this sgreement and the unit operating agreement as a
working interest owner, effective as though such lani hsd remained contin-
uously subject to this agreement and the unit operating agreement.

(2) Again lease such lands but only under the condition that the holder
of such lease shall within thirty {30) days after such lands are so leased
execute this agreement and the unit operating agreement as to each partici-
pating area theretofore esteblished hereunder, effective as though such land
had remained continmucusly subject to this agreement and the unit operating
agreement.

(3) Operate or provide for the operation of such land independently of

this agreement as to any part thereof or any oll or gas deposits therein not

22
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then included within a participating aree.

If the fee owner of the unitized substances does not execute this agree-
ment and the unit operating agreament as a working interest owner or again
lease such lands as above provided with respect to each existing participa-
ting ares, within six (6) months after any such surrender or forfeiture, such
fee owner rhall be deemed to have wailved the right to execute the unit operat~
ing sgreement or lease such lands as to each such participating area, and to
have agreed, in consideration for the compensation hereinafter provided, that
operations hereunder as to any such participating area or areas shall not be
affected by such surrender.

For any period the working interest in any lands are not expressly com-
mitted to the unit operating agreement as the result of any such surrender or
forfeiture, the benefits and obligations of operations accruing to such lands
under this agreement and the unit operating agreement shall be shared by the
remaining owners of unitized working interests in accordance with their respec-

tive participating working interest owmerships in any such participating area or

areas, and such owners of working interests shall compensate the fee owner of
witized substances in such lands by paying sums equal to the rentals, minimum
royalties, and royalties applicable to such lends under the lease in effect
when the lands were unitized; as to such particlpating area or areas.

Upon commitment of a working interest to this agreement and the unit op-
erating sgreement as provided in this section, an eppropriate accounting and
settlement shall be made, to reflect the retroactiveA effect of the commit-
nment, for all benefits accruing to or payments end expenditures mede or in-
curred on behalf of such surrendered working interest during the period be-~
tween the date of surrender and the date of recommitment, and payment of any
moneys found to be owing by such an accounting shall be made as beiween the
parties then signatory to the unit operating agreement and this agreement
within thirty (30) days after the recommitment. The right to become = par-
ty to this agreement and the unit operating sgreement as a working interest
owner by reason of a surrender or forfelture as provided in this section
shall not be defeated by the nonexistence of a unit operating agreement and
in the event no unit operating agreement is in existence and a mutually ac-

ceptable sgreement between the proper parties thereto cannot be consumated,
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the Supervisor and the Commissioner may prescribe such reasonable and equitable 1

agreement as they deem warranted under the circumstances.

Nothing in this section shall be deemed to limit the right of joinder or
subsequent joinder to this agreement as provided elsewhere in this agreement.
The exercise of any right vested in a working interest owner to reassign such
working interest to the party from whom obtained shall be subject to the same
conditions as set forth in thie section in regard to the exercise of a right
to surrender.

31. TAXES. The working interest owners shall render and pay for their
account and the account of the royalty owmers all valid taxes on or measured
by the unitized substances in and under or that may be produced, gathersd and
sold from the land subject to this contract after the effective date of this
agreement, or upon the proceeds or net proceeds derived therefvom. The work-
ing interest owners on each tract sha.il and may charge the proper proportion
of said taxes to the royalty owners having interests in said tract, and may

currently retain and deduct sufficient of the unitized substances or deriva-

tive products, or net proceeds thereof from the allocated share of each royal-

ty cwner to secure reimbursement for the taxes so paid. No suck taxes shall
be charged to the United States or to any lessor who has a contract with his
lessee which requires the lessee to pay such taxes.

32. CONFLICT OF SUPFRVISION: Neither the Unit Operator nor the working
interest owners nor any of them shall be subject to any forfeiture, termina-~
tion, or expiration of any rights hereunder or under any leases or coniracts
subject hereto, or to any penaliy or liability for delay or failure in whole
or in part to comply therewith to the extent that the said Unit Cperator,
working interest owners or a.n;y of them are hindered; delayed, or prevented
from complying therewlth by reason of failure of the Unit Operator to obtain
with the exercise of due diligence the concurrence of the representatives of
the United States and the representatives of the State of New Mexico in and
about any matters or thinag concerning which it is required herein thav such
concurrence be obtained. The parties hereto, including the Commission, agree

that all powers and authority vested in the Commission in and by any provi-

sions of this contract are vested in the Commission and shall be exercised by

it pursuant to the provisions of the laws of the State of New Mexico and
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gubject in any case to sppeal or judicial review ag mey now Or hereafter be
provided by the lews of the State of New Mexico.
33. NO PARTNERSHIF . It is expressly sgreed that the relation of the par-

ties hereto i that of independent contractors and pothing in this agreement

1
2
3
h
5 conteined, expressed or implied, nor any operations conducted hereunder, shall
6 create or be deemed to have created a partnership or association between the
T parties hereto or any of them.
8 1N WITNESS WHEREOF, the parties hereto have csused this sgreement 10 be
9

executed snd have get opposite their respective nrames the date of execution.

UKIT OPERATOR
ATTEST: PAN AMERICAN PETROLEUM CORPORATTON
e By B
Assistant Secretary Attorney in Fact
!
i
; p. O. Box 1410
! 0il and Ges Building
| Fort Worth, Texas
« WORKING INTEREST OWNERS
! ATTEST: DATE: CALIFORNIA OIL COMPANY
S By
Secretary — . __president
Address:
ATTEST: DATE: LEONARD OIL COMPARY
S I By
Secretary ‘ President
Address: .
ATTEST: DATE: GULF OIL CORPORATION J
————— By

Secretary Attorney in Fact




WITRTETOWT Y Wy

ATTEST: DATE: UNION OIL COMPANY OF CALIFORNIA
s By e —
Secretary President
Address:
ATTEST: DATE: THE ATLANTIC REFINING COMPANY
By, —
“Secretary President
Address:
Address: DATE:
THOMAS CONKELL
THE STATE OF TEXAS
COUNTY OF TARRART :
The foi'egoing instrument was acknowledged before me this day of
1964, by , as Attorney in Fact

‘Q S —————— T p— A ——————
on behalf of PAN AMERICAN PETROLEUM CORPORATION.

My commission expires:

Notary Public in and for
Tarrant County, Texas

THE STATE OF :
COUNTY OF :
The foregoing instrument wes acknowledged before me this day of
, 196k, by ., President of
CALTFORNIA OIL COMPANY, = corporation, on behalf of said

corporation.

My commission expires:

Notary Public in and for
County,

26




THE STATE OF

e a0 oo

COUNTY OF
The foregoing insirument was acknowledged before me this day of
196k, by , President of
[FORARD OTL COWPANY, Jorporation, on Dehalf of sald cor-

poration.

My commission expires:

~Notary Public in and for

County,
THE STATRE OF :
COURTY OF :
The foregeing instrument was acknowledged before me this day of
1964, by , as Attorney in Fact

—— S
on behalf of GULF OIL CORPORATION.

My commission expires:

~Notary Public in and for
County,

THE STATE OF :
*i COUNTY OF :
| The foregoing instrument was acknowledged before me this day of
' , 1964, vy 5 President of
f : UNION OIL COMPANY OF CALIFORNIA, a corporation, on behalf of |
. said corporation. - |
P | My commission expires: i
P Notary Public in and for j;
County, :
| :
i a
; i
g THE STATE OF : E
COUNTY OF :
The foregoing instrument was acknowledged before me this day of
, , 1964, by ., President of
THE ATLANTIC REFINING COMPANY, a corporation, on behalf

of said corporation.

My commission expires:

Notary Public in and for
County,

27




THE STATE OF :
COUNTY OF H ;
The foregoing instrument was acknowledged before me this day of ;
, 196k, by THOMAS CONNELL. —

My commission expires:

Notary Public in and for
County,

i
£
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UNIT AGREEMENT FOR THE DEVELOPMENT
AND QPERATION OF THE LONG DRAW UNIT AREA

COURTY OF EDDY, STATE OF NEW MEXICO

i g /’}
. K
et aee

Title

Preliminary Recitals
ENABLING ACT AND REGULATIONRS

UNIT AREA
UNITIZED LAND AND UNITIZED SUBSTANCES
UNIT OPERATCR

RESIGNATION OR REMOVAL OF UNIT OPERATOR
SUCCESSOR UNIT OPERATOR
ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT

- RIGHTS AND OBLIGATIORS OF UNIT OPERATOR

IRTLLING TO DISCOVERY
PLAN OF FURTHER DEVELOPMENT AND CPERATION
PARTICIPATTION AFTER DISCOVERY

“ALLOCATION OF PRODUCTION

DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND
OR FORMATIONS )

ROYALL Y SETTLEMENT

RENTAL SETTLEMENT

CONSERVATION

DRATNAGE

LEASES AND CONTRACTS CONFORMED AND EXTENDED
COVENANTS RUN WITH LAND

EFFECTIVE DATE AND TERM

RATE OF PROSPECTING, DEVELOPMENT AND PROINCTION
APPEARANCES

ROTICES

NO WAIVER OF CERTAIN RIGHTS

UNAVOIDABLE DELAY

NONDISCRIMIRATION

LOSS OF 'fLYLE

NON-JOINDER AND SUBSEQUENT JOINDER
COUNTERPARTS

SURRENDER

TAXES

CONFLICT CF SUPERVISTON
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Exhibit "A" (Map)
Exhibit "B" (Description of interests subject to agreement)
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE
LONG DRAW UNIT AREA
COUNTY OF EDDY
STATE OF NEW MEXICO
No.

THIS AGRERMENT, eutered into as of the ;7 day of _(pis 1964,
by and betwsen the parties subscribing, ratifying, or consenting hereto, and
herein referred to as the "parties hereﬁo" ’

 WITNESSETH:

WHEREAS, the partiee hereto are the owners of working, royalty, or other

0il and gas interests in the unit area subject to this agreement; and

' VHEREAS, the term "Working Interest" as used herein shall mean the in=-
terest held in unitized substances or in lands contalning unitized sub-
stances by virtue of a lease, operﬁting agreement, fee title, or otherwise,
which 1s chargeable v;th and obligated to pay or bear all or a portion of
the cost of drilling, developing, producing, and operating the land under
the unit or cooperstive agreement. The right delegated to Unit Operator as
such by this agreement is not to be regarded as & working interest; and

WHEREAS, the Mineral Leasing Act of February 25, 1920, k1 Stat. 437, as
swsnded, 30 U.8.0. Secs, 181 et seq., authorizes Federal lessees and their
representétivea to'unite with each other, or jointly or separately with
others, in ¢ollectively adopting and operating a cooperative or wnit plen of
development ox qpefation of any oil or gas pool, field, or like area, or any
part thereof for the purpose of more properly conserving the natural re-
sources thereof whenever determined and certified by the Becretary of the
Interior to be neceassary or =dvisable in the puviic interest; énd

| WHEﬁEAS, the Commissioner of Public Lands of the State of New Mexico
is suthorized by an Act of the Legislature (Sec. 1, Chap. 162, Laws of 1951,
and Secs. 1 and 2, Chap. 176, Laws of 1961, See Chap. 7, Article 11, Secs.
39, 40 and 41 New Mexido Statutes 1953, Annotated) to consent to or approve
this agreement on ﬁehalf of the State of New Mexico, insofar as it covers and

includeé lexde and minerai interesta of the State of New Mexico; and
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WHEREAS, the 01l Conservation Commission of the State of New Mexico is
authorized by Act of Legislature (Chap, 168, Laws 1949} to approve this egree-

ment and the conservation provisions hereof; and

WHEREAS, the parties hereto hold sufficient interests in the Long Draw Unit

Area coverin_g the land hereinafter described to give reasonsbly effective con-
trol of aperations thez?ein; and . ‘

WHEREAS, it is the purpose of the parties hereto to conserve natural re~
sources, prevent vg.ste, and secure other benefits obtainadble through'develop~
ment snd operation of the a.rea‘aub.ject to this agreement under the terms, con-
ditions, and limitations herein set forth;

W, THEREFQRE, in consideration of the premises and the promisss herein
contained, the parties hereto commit to this agreezient their respective in=-
terests in the below-defined unit ares, and sgree severally among themselves
as folilows: . | _

1. -ENABLING ACT AND REGULATIONS. The Mineral Leasing Act of Februsry 25,
1320, as amended, supra, and all valid pertinhent regulations, including opera-
ting a.nd‘unit Plan zfegu:é.ations, heretofore iésued thereunder or valld, perti-
nent, and reasonsble re;gulations hereafter issued thereunder are accepted and
made a part of this agreement as to Federal lends, provided such regulations
ere not inconsistent with the terms of thie egreement; and as to non-Federal
lands, the oil and gas operating regulations in effect as of the effective date
hereof governing drilling end producing operations, not inconsistent with the
terms hereof or the lsws of the Biste in “Lich the non-Federal land is located,
are hereby accepted and made a part of this agreement.

2, UNIT AREA. The area specified on the map attached hereto marked Exe
hibit A is hereby designated and recognized as constltuting the unit area, COn=
taining 3514.52 +:res, more or less. '

Exhibit A shows, in addition to the boundary of the wnit area, the boun-
daries and identity of tracts and leases in said area to the extent lmown to
the Unit Operator. Exhibit B attached hereto is & schedule sghowing to the
extent kmown to the Unit Operator the ucreage, percentage, and kind of owner-
ship of ojl and gas interests in all land in the unit area. However, nothing
herein or in sald schedule or map shall be construed as & representation by

any party hereto as to the ownership of any interest other than such interest
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or interests as are shown in saeid map or schedule as owned by such party. Ex-
hibits A and B sl;all bé revised by the Unit Operator whenever changes in the
unit area render such revision necessery, or when requested by the 0il and Gas
Supervisor, hereinafter referred to as "Supervisor" end not less then six
coples of the revised gxhi‘bits shall be filed witﬁ the Swupervisor, and.two
copies each with the Cognnissioner of Public Lands of the State of New Me;:ico;
hereinafter referred to as the "Cammissioner”, and the Oil Conservation Coummis-

sion, hereinafter referred to as "Cammission".
. \

The above-described unit area shall when practiceble be expended to in-
clude therein any additional tréct or tracts régx;med'as reaéonably pecessary
or advisable for the purposes of this agreement, or shall be contracted to ex-

clude lands not within any perticipating area whenever such expansion or con-

. tmtion is necessary or advisable to0 conform with the purposes of this agree-

‘ment. Sﬁch expansion or contraction ghall be effected in thé following manners:

(a) Unit Operator, on its own motion or on demand of the Director of the
Geological Survey, hereinafter referred to as "Director”, or on demsnd of the
Commissioner after preli;nina.ry concurrence by the Director, shall prepare a.
zz_ntice‘ of: proposed expansion.or contraction describing the contemplated chanrges
in the‘ boundaries of the upit area, the reasons therefor, and the proposed ef-
fective date thereof, preferably the first day of a xmo;xth subsequent to the
date of notice.

(o) Said notice shall be delivered to the Supervisor and the Commissioner
end copies thereof mailed to the last known address of each working interest
(‘aner, lessee, and lessor wuwse intereste are affected, advising that 30 days
will be allowed for submission to the Unit Operator of any objec.tions.

(¢) Upon expiration of the 30-day period provided in the preceding item
{v) hereof, Unit Operator shall file with the Supervisor =nd the Commissioner
évidence of mailing of the notice of expansion or cohtra.ction and & copy of
any obJections the;‘eto which have been filed with the Unit Operator, together
with en application in sufficient number, for approval of such expansion or
contraction and with appropriate jJoinders.

(d) After due consideration of all pertinent informstion, the expancion
or contraction shell, upon approval by the Director and the Commissioner, be=-

come effective as of the date prescribed in the notice thereof.
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(e) All legal subdivisions of unitized lands (i.e., 40 acres by Govern-
ment survey or its nearest lot or tract equivalent in instances of irregular
surveys, however, unususally large lotis or tracts shall be considered in mule-

tiples of LO acres, or the nearest aliquot equivalent thereof, for the purpose

8 pé.rt:icipa.ting area within 5 years after the first day of the month following

" the effective date of the first initisl participating area established under

1
2
3
L
of elimination under this subsection), no parts of which are entitled to be in 5
6
7
8

this unit agreement, shall be eliminated sutomatically from this agreement, ef-
fective as of the first day thereafter, and such lands shall no longer be a part 9
of the unit area and shall no longer be subject to this agreement, unless at 10
the expiration of said S-year period diligent drilling operations are in pio- n
gress on unitized lands not entitled to participation, in which event all such 12
lands shall remain subject hereto for so long as such drilling operatidm are 13
continued diligently, with not more than 90 days' time elapsing between the com- 1
pletion of one such well and the commencement of the next such well, except 15
that the time allowed between such wells shall not expire esarlier than 30 days 16
after the expiration of any period of time during which drilling operations are 17
prevented by & matter beyond the reasonable control of unit operator as set 18
forth in the section hereof entitled "Unavoidable Delay”; provided that all 19
legal subdivisions of lands not in a participating area and not entitled to be- 20
come participating under the applicsble provisions of this agreement within 21
10 vears after said first day of the month following the effectlve date of said 22
first initiel perticipating area shall be eliminated as above specified. ble=- 23
termination of creditable "Unavoidable Delay" time ‘shall be made by unit op~ 2k
erator and subject to approval ¢f the Director and the Commissioner. The wnit 25
ocperator shall, within 90 days afitexr the effect_ive date of any elimination 26
hereunder, describe the area so eliminated to the satisfaction of the Director et
and the Commissioner and promptly notify all parties in interest.
If conditions warrant extension of the 10-year period specified in this 29
subsection 2(e), a single extension of not to exceed-e years may be accomplished 30
by consent of the owners of 90% ot the current unitized working interests and 31
60% of the current unitized basic royalty interests (exciusive of the basic 32
royalty interests of the United States), on a total-umocnparticipating-acreage 33
basis, respectively, with approval of the Director and the Cormissioner, pro=- 3k

vided such extension application is submitted to the Director and the 35
L
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Commissioner  not later than 60 days prior to the expiration of said lO-year
period.

Any expansion of the unit area pursuent to this section which embraces
lands theretofore eliminated pursuant to this subsection 2(e) shall not be
considered automatic commitment or recommitment of such lands.

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land committed to this
agreement shall constitute land referred to herein as "unitized land” or "land
subjdct to this agreement". All oil and ges in any and all formations of the

OV O N 0NV W N

unitized land are unitized under the terms of this agreement and herein are

=
©

called "unitized substances”.

L, UNIT OPERATOR. Pan American Petrplewm Corporatiocn is Lereby designated 11
as Unit Operator and by execution hereof as Unit Operator agrees and consents to 12
accept the duties and obligations of Unit Operator for the discovery, develop- 13
ment, and production of unitized éubatances as herein provided. Whenever refer- 1%
ence is uade herein to the Unit Operator, such reference means the Unit Operator 15
acting in that capacity and not ss an ovwner of interest in unitized substances, 16
and the term "working interest owner" when used herein shall include or refer 1T
to Unit Operator as the owner of a working interest when such sn interest is 18
owned by it. : 19

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall have the 20
right to gesign at any timé prior to the establishment of a participating area 21
or areas hereunder, but such resignation shall not‘ become effective so as to re~ 2
lcase Undt Operaior from the duiies and obiigations of Unit Operator and ter- 23
minate Unit Operator's rights as such for a period of 6 monthé after notice of 2k
intention t0 resign has been served by Unit Operator on all working interest 25
owners, the Director and the Commissioner, and until all wells then drilled 26
hereunder are placed in a satisfactory cond:ition for suspension or abandomment, 27

whichever is required by the Supervisor, unless a new Unit Operator shall have 28

been selected and approved and shall have teken over and assumed the duties 29

and obligations of Unit Opcrator prior to the expiration of said period. 30

Unit Operator shall have the right to resign in like manner and subject to 31
like limitations as above provided at any time & participating area established 32
hereunder is in existence, but, in &ll instances of resignation or removal, un- 33
til & successor unit operator is selected and approved as hereinafter provided, 3k

the working interest owners shall be jointly responsible for performsnce of the 39
5
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duties of unit operator, and shall not later than 30 days before such resigna- 1
tion or removal becomes effect;ve appoint a common agent to represent them in 2
any action to be taken hereunder. 3
The resignation of Unit Operator shall not release Unit Operator from any &
liasbility for any default by it hereunder occurring prior to the effective date 5
of its resignation. | ‘ 6
The Unit Operstor may, upon default or failure in the performsnce of its 7
duties or obligations hereunder, be subject to removal by the same percentage O
vote of the owners of working interests determined in like manner as herein pro- 9
vided for the selection of a new Unit Operator. Such removal shall be effective 10
upon noctice thereoi %o the Director and the Commissipner. 11
The resignation or removal of Unit Operator under this agreement shall not 12
terminate its right, title, or interest as the owner of a working interest or 13
other ipterest in unitized substances, but upon the resignation or removal of 14
Unit Operator tecoming effective, such Unit Operator shall deliver possession of 15
all equipment, materials, and appurtenances used in conducting the unit opera- 16
tions and owned by the working interest owners to the new duly qualified succes- 17
sor Unit Operator or to the owners thereof if no such new Unit Operator is 18
elected, to be used for the purpose of conducting unit operations hereunder. 19
Nothing herein shall be construed as authorizing removal of any material, equip- 20
ment and appurtenances needed for the preservstion of any wells. 21
6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender his 22 -
or its resignation as Unit Operator or shall be removed as hereinabove pro- 23
vided, or a change of Unit Operator is negotiated by working interest owners, 24
the owners of the working interests in the participating area or areas zzeord-
ing to their respective acreage interests in such participating area or areas, 26
or, until a participating area shall have been established, the owners of the 27
working interests according to their respective acreage interests in all uni- 28
tized lend, shall by majority vote select a successor Unit Operator: Provided, 29

that, if a majority but less than 75 per cent of the working interests quali- 30

fied to vote are owned by one party to this agreement, a concurring vote of 31
one or more sdditional working interest owners shall be required tc select a 32
new operator. Such selection shall not become effective until 33

(a) a Unit Operator so selected shall accept in writing the duties and 3k
responsibilities of Unit Operator, and 35
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(b) the selection shull have been filed with the Supervisor ard approved
by the Comaissiocner. If no successor Unit Operator is selected and qualified
as herein provided, the Director at his election may declare this unit agree-
ment terminated.

7.  ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the Unit
Operator is not the sole owner of working interests, costs and expenses in-
curred by Unit Operator in conducting unit operations hereunder shall be paid
and apportioned among ard borme by the owaners of working interests, all in ac-
cordance with the afreement or asgreements entered into by and between the Unit
Operator and the owners of working intereéts, whether one or more, separately
or collectively. Any agreement or agreements entered ints between the working
interest owners and the Unit Operator as provideq in this section, whether one
or more, are herein referred to as the "unit operating agreement". Such unit
operating agreement shall also provide the manner in which the working interest

owners shall be entitled to receive their respective proportionate and allocated

‘share of the benefits accruing hereto in conformity with their underlying operst-

ing sgreements, leases, or other independent contracts, and such other rights
end obligations as Vbetween Unit Operator and the working interest owners as may
be agreed upon by Uni? Operator and the working iaterest owners; however, ao such
unit operating agreement shall be deemed either to modify any of the terms and
conditions of this unit sgreement or to relieve the Unit Cperator of any right
or obligation established under this unit sgreement, and in case of any in-
consistency or conflict beiween the unit agrecmcnt aund Lne unit operating agree-
ment, this unit agreement shall prevail. Three true copies of any unit operat-
ing egreement executed pursuant to this section should be filed with the Super-
visor and two true copies with the Commissioner, prior to approval of this unit
egreement.

8. RIGHTS AND OBLIGATIONS COF UNIT OPERATOR. Except as otherwise speci-
fically provided herein, the exclusive right, privilege, and duty of exercis=-
ing any and all rights of the parties hereto which are necessary or conven-
ient for prospecting for, producing, storing, allocating, and distributing the
unitized substances are hereby delegated to and shall be exercised by the Unit
Operator as herein provided. Acceptable evidence of title tosaid rignts shall
be depositeé with said Unit Operator aund, together with this agreement, shall

constitute and define the rights, privileges, and obligations of Unit Operator.
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Nothing herein, however, shall be construed to transfer title to any land or to
any lease or operating agreement, it being understood thai under this agreement
the Unit Operator, in its capacity as Unit Operator, shall exercise the rights
of possession and use vested in the parties hereto only for the purposes here~
in specified.

9. DRILLING TO DISCOVERY. Within 6 months after the effective date here-
of, the Unit Operator shall begin to drill an adequate test well at a location
approved by the Supervisor if such location is upon lands of the United States,
and 1if upon State or patented lands, such location shall be approved by the
Commission and the Commissioner, unless on such effective date a well is being
drilled conformsbly with the terms hereof, and thereafter continue such drill-

ing diligenily until 211 formations of Pennsylvanian age have been tested or un-

aupnem— R

til at a lesser depth unitized substances shall be discovered which can be pro-
duced in paying quantities (to wit: quantities sufficient to repay the costs of
drilling, and producing operations, with a reasonsble profit) or the Unit Opera-
tor shall st eny time estsblish to the satisfaction of the Supervisor as to wells
on Federal lands, or to the Commission and the Commissioner ss towells on State
or patented lands, that further drilling of said well would be unwarranted

or impracticable, provided, however, that Unii Operator shall not in any

event be required to drill said well to a depth in extess of 9,300 feet. Un-
til the discovery of a deposit of unitized substances capabmuced
in paying quantitles, the Uni't Operator shall continue drilling djligently one
well st & time, allowing not more than 6 months bétwéen the completion of ome
well and the begiwdng ¢f the next well, at locations approved by the Super-
visor if such locations are on lands of the United States, and if upon State

or patented lands at locations approved by the Commission and the Commissioner,
until a well capable of producing unitized substances in paying guantities is
completed to the satisfaction of said Supervisor and Commissicner or until

it is reasonably proved that the unitized lend is incapeble of producing uni-
tized substances in paying quantities in the formations drillied hereunder.
Nothing in this section shall be deemed to limit the right of the Unit Opera-~
tor to resign as provided in Section 5 hereof, or as requiring Unit Operator to
commence or continue any drilling during the period pending such resignation
becoming effective in order to comply with the requirements of this section.

The Director and the Commissioner may modify the drilling requirements of this
8
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L secticn by grenting reasonable extensions of time when, in their opinion, such 1
2 action is warranted. 2
3 Upon failure to comply with the drilling provisions of this section, the 3
L Director and the Commissioner may, after reasonable notice to the Unit Operator, 4
5 and each working interest owner, lessee, and lessor at their last known addres- 5
6 ses, declare this Unit Agreement terminated. 6
T 10. PLAN OF FURTHER DEVELOPMENT AND CPERATION. Within 6 months after com- 7
8 pletion of a well.capable of producing unitized substances in paying quantities, 8
9 the Unit Operator shall submit for the approval of the Supervisor, the Commis- 9
10 sioner and the Commission an acceptable plan of development end operation for 10
1 the unitized land which, when approved by the Supervisor, the Commissioner and 11

12 the Commission, shall constitute the further drilling and operating obligations 12
13 of the Unit Operator under this agreement for the pzriod specified therein. i3
L Thereafter, from time to time before the explration of any existing plan, the 14

15 Unit Operator shall submit for the approval of the Supervisor, the Commissioner 15

16 and the Commission a plan for an additional specified period for the development 16
17 and operation of the unitized land. 17
18 Any plan submitted pursuant to this section shail provide for the explora- 18
19 tion of the unitized area and for the diligent drilling necessary for deter- 19
20 mination of the area or areas thereof capable of producing unitized substances &0
21 in paying quantities in each and every productive formation and shall be as com- 21
22 plete and sdequate as the Supervisor, the Commissioner and the Commission may 22 |

23 determine to be necessary for timely development and proper conservation of the 23

24 0il and gas resources of the unitized area and shall : 2k
25 (a) specify the number and locations of any wells to oe drilled and the 25
26 proposed order and time for such drilling; and 26
} 27 (o) to the extent practicable specify the operating practices regarded 27
28 as necessary and advisable for proper conservation of natural resources. 28
29 Sepafate plans msy be submitted for separate productive zones, subject to the 29
30 approval of the Supervisor, the Commissioner and the Commission. 30
31 Plans shall ve modified or supplc. . .:d when necessary to meet changed 31
32 conditions or to protect the interests of all parties to this agreement. 32
33 Reasonable diligence shall be exercised in complying with the obligations of 33
34 the approved plan of development. The Supervisor and the Commissioner are 3k

9
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authorized to grant a reasonable extension of the 6-month period herein pre-
scrived for submission of an initial plan of development where such action is
Justified because of unusual conditions or circumstances. After completion
hereunder of & well capable of producing any unitized substance in paying quan-
tities, no further wells, except such as may be necessary to afford protection
against operations not under this agreement or such as may be specifically ap-
proved by the Supervisor and the Commissioner, shall be drilled except in ac-
cordance with a plan of development approved as herein provided.

1l. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable of
producing unitized substances in paying quantities or as soon thereafter as re-
quired by the Supervisor and ihe Commissioner, the Unit Operator shall submit
for approval by the Director, the Commissioner and the Commissionm, & schedule
based on subdivisions of the public-land survey or aliquot parts thereof, of
ell unitized land then: r_ega.rded as reasonably proved to be productive of uni-
tized substances in payihg quantities; all lands in said schedule on approval
of the Dj.rector, the Commissioner and the Commission to constitute a partici-
pa.ting area, effective as of the date of completion of such well or the effec-
tive date of the unit sgreement, whichever is later. The acresges of both
Federal and non-Federal lands shall be based upon appropriate computa.tioné from
the courses and distasnces shown on the last epproved public-land survey as of
the effective date of *+he initial participating area. Said schedule also shall
set forth the percentage of unitized substances to be allocated as herein pro-
vided to each unitized tract in the participating area so established, and
shall govern the allocation of vproduction from and after tihe date the parti-
cipating ares becomes effective. A separate participating area'shall be es-
tablished in like manner for each separate pool or deposit of unitized sub-
stances or for any group thereof produced as a single pool or zone, and any
two or more participating areas so establiched may be combined into one with
the consent of the owners of all working interests in the lands within the
participating areas sé to ve combined, on approval of the'Director, the Com-
missioner and the Commission. The participating area or areas so <stablished
shall be revised from time to time, subject to like approvael, whenever such
action eppears proper as & result of further drilling operatioans or otherwise
to include additionsal land then regarded as reasonsbly proved to be produc-

tive in paying quantities, or to exclude land then regarded as reasonaoly
10
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proved not to be productive in paying quantities and the percentage of alloca=-
tion shall also be revised accordingly. The effective date of any revision
shall be the first of the month in which is obtained the knowledge or informa-
tion on which such revision is predicated, provided, however, that a more ap-
propriate effective date may be used if jJustified by the Unit Operator and ap-
p;mred by the Director and the Commissioner and the Ccmnission. No larnd shall
be excluded from a participating area on account of depletion of the unitized
substances.

It is the in%ent of this section that a participating area shall represent
the area known or reasonadly estimated to be productive in paying quantities;
but, regardless of any revision of the pa.rticipating area, nothing herein con-
tained shall be construed as mm any retroactive adjustment for produc-
tion obtaihed prior to the -effecti:ire date of the revision of the participating
area. .

In the ebsence of agreement at any time between the Unit Operator and the
Director, the Commissioner and the Commission as to the proper definition or re-
definition of a participating area; or until a participating area has, or areas
have, been established as provided herein, the portion of all payments affected
thereby may be impounded in a manner mutually acceptable to the owners of work-
ing interests, except royalties due the United States and the State of New
Mexico, which shall be determined by the Supervisor and the Commissioner, re-
spectively, and the awount thereof deposited, as directed by the Supervisor and
the Commissioner, respectively, to be held as unearned money until a partici-
pﬁting area is finally spproved and then applied as earned or returned in ac~
cérdance with a determinatiion of the sum due as Federal and State royalty on
the basis of such ap;proyed participating area.

Whenever it is determined, subject to the approval of the Supervisor, as
to the wells on Federal lands, the Cormissioner as to wells on State lands,
and the Commission as tc wells on patented lands, that a well drilled under
this agreement is not capable of production in paying quantities eund inclusion
of the land on which it is situated in a paxrticipating area is unwarranted,
production from such well shall, for the purposes of setilemenv ‘mong all par-
ties other. than working interest owners, be allocated to the land on which the
well is located so long as such land is not within a participating arca es-

tablished for the pool or deposit from which such production is obtained.
11
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Settlement for working interest benefits from such a well shall be made as pro-
vided in the unit cperating agrezment.

12. ALLCCATION OF PRODUCTION. All unitized substances produced from each
participating area established under this agreement, except any part thereof
used in conformity with good operating practices within the unitized area for
drilling, operating, camp and other production or development purposes, for re-
pressuring or recycling in accordance with a plan of development epproved by
the Supervisor, the Commissioner and the Commission, or unavoidebly lost, shall
be deemed to be produced equally on an acresge basis from the several tracts of
unitized land of the participating area established for such production ard, for

the purpese of determining any benefits aceruing under this agresmesct, each such

tract of unitized land shall have allpcated to it such percerntsge cf gaid produc-

tion as the number of acres of such tract included in said participating area

bears to the total acres of unitized land in said participsting area, except that 1

allocsation of production hereunder for purposes other than for settlement of the
royalty, overridinz royalty, oi' payment cut of productibn obligations of the re-
spective working interest owners, shall be on the basis prescribed in the unit
operating egreement whether in conformity witih the basis of allocatlion herein
set forth or otherwise. It is hereby agreed that productior of unitized sube
stances from a participating area shall ve allccated as provided herein regarde
less of whether any wells are drilled on any particular part or tract of said
participating area. If any gas produced Irom one participating area is used
for repressurlig or reeyeling purposes in another participatirg area, the first
gas withdrawn from such last-mentioned pexticipating area for sale during tue
life of this agreement shall be considered to be the gas so transferred until
an amount equal to that transferrcd shall be so produced for sale and such gas
shall be allocated to the participating area from which initially produced as
constituted at the time of such fingl production.

13. DEVELOPMELRT OR CPERATION OF NOH-PARTICIPATING LAND OR FORMATICHS.
Any party hereto owning or controlling the working interest in axy unitized
land having thereon a reguler well location may with the approval of the
Supervisor, the Commissioner or the Commission, at such party's sole risk,
costs, and expense, drill a weil to test any formation for whicn a partici-

pating area has not been established or to test any formation Tor which a
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participatirg arce has been ectablished if such losation is not within saié
participating area, unless within 90 days of receipt ¢f notice from said party
of his intention to drill the well the Unit Operator elects and commences to
drill such a well in like manner as other wells are drilled by the Unit Opera-
tor under this agreement.

If any well drilled as aforesald by a working interest owner results in
production such that the land upon which it is situated may properly be in-
cluded in a participating area, such pexrticipating arsa shall be established
or enlarged as pz:ovid.ei in this agreemznt and the wesll shall therecafter be
operated by the Uait Operator irn accordavce with ths terms of this sgresmert
and the unit opzarating sgrecment.

If any well drilled as aforesaid by a working interest owner obtains pro-
duction in quantities insufficient to justify the mclusioﬁ in a participating
area of the land upon which such well is situated, such well may be operated
and produced by the party drilling the same subject to the conservation re-

quirements of this egreement. The royalties in amcunt or value of producticn

from any such vell shall be paid &s specificd in the unierlying lease ard sgree- 1

ments affected.

1L, ROYALTY SETTLEMENT. The United States and the State of New Mexico ard
all royalty cwners who, under existing cozntract, are entitlgd to take in kind
a share of the substances now writizsd hersurdss producted rem exny tract, shall
hereafter be entitled to the right to take in kird their share of the unitizad
substances allocated to such tract, and Uzit Operator, or in cass of the cpera-
tion of a well by a working interest ¢imsr as hereim in spesial cases providsd

Prr  cuinh r.Arriver drtorocct s ~xrnV¥r Zrmwa
LT, SWCL WOrlang LLIUCICET VLSl g oy WLGDS

taken in kind in conforzity with the applicable contracts, laws, and rzgula-

vions. Settlement for royalty intersst zot takss in kird shall be maelis by

and regulations on or before the last day of each morth for wnitized sub-
stances produced during the preceding calendsr month; provided, however, that

X

nothing herein contained shall cperate T2 reileve the lessees of arny land

w

Toom their respective lease Sbligations Jor the payment ¢f ary royaltiss du
under thelr leases.

If gas obtained from lands not subject to this agrecmect is introduced
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into any participating area hereunder, for use in repressuring, stimulation of
production, or increasing ultimate recovery, which shall be in conformity with
e plan first approved by the Supervisqr and the. Commissioner, a like amount of
gas, after settlement as herein provided for any éas transferred from any ot=-
her participating area and with due allowance for loss or depletion fron any
cause, may be withdrawn from the formaticn into which the gas was introduced,

1
2
3
%
5
6

royalty free as to dry gas, but not as to the products extracted therefrom; pro=7

vided that such withdrawal shall be at such time as may be provided in the plan
of operations or as may otherwise be consented to by the Supervisor, the Com-
missioner and the Commission as conforming to good petroleum engineering prac-
tice; and provided further, that such right of withdrawal shall terminate on
the termination of this unit agreement. |

Royalty due the United States shall be computed as provided in the opera-
ting regulations anqvpa.id in value or delivered in kind as to all unitized sub-
stances on the basis of the amounts thereof allocated to unitized Federal land
as provided herein at the rates specified in the respective Federal leeases,
or at such lower rate or rates as may be authorized by law or regulation; pro=-
vided, that for leases on which the royalty rate depends on the daily average
production per well, said average production shall be determined in accordance
with the operating regulations as though each participating area were a single
consolidated lease.

15. RENTAL SETTLEMERT. Rental or minimum royalties due on leases com-
mitted hereto shall be paid by working interest owners responsible therefor
under existing contracts, laws, and regulations, provided that nothing herein
contained shall operate to rellieve the lessees of any land from their reépec-
tive lease obligations for the payment of any rental or minimum royelty in
lieu thereof due under their leases. Rental or minimum royalty for lands of
the United States subject to this agreement. shall be paid at the rate speci-
fied in the respectiye leases from the United States unless such rental or
minimum royalty is waived, suspended, or reduced by law or by approval c¢f the
Secretary or his d‘l:lly authorized representative. Rentals on State of New
Mexico lanis subject to this agreement shall be paid at the rates specified
in the respective leases, or may be reduced and suspended upon the ordsr of
the Commissioner of Public Lands of the State of New Mexico pursuant to ap=-

plicable laws and regulations.
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With respect to any lease on non-lederal land containing provisions which
would terminate such lease unless drilling operations were within the time

therein specified commenced upon the land covered thereby or rentals paid for

the privilege of deferring such drilling operations, the rentals required there-

by shall, notwithstanding any other provision of this agreement, be deemed to

accrue and become payable during the term thereof as extended by this agreemsnt .

and until the required drilling operations are commenced upon the land covered
thereby or some portion of such land is included within a participating area.

16. CONSERVATION. Operations hereunder and production of unitized sub-
stances shall be conducted to provide for the most economical and efficient
recovery of said substances without waste, as defined by or pursuant to State
or Federal law or regulation.

17. DRAINAGE. The Unit Operator shall teke appropriate and adequate
measures to prevent drainsge of unitized substances from unitized land by wells
on land not subject to this agreement, or, with prior consent of the Director
and the Co;mzissioner, pursuanf; to applicable regulations pey a fair and reason-
sble compensatory royalty as determined by the Supervisor and the Commissioner.

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, conditions,
and provisioﬁs of all leascs, subleases; and other contracts relating to ex-
ploraiion, arilling, development, or operation for oil or gas of lands com-
mitted to this agreement are hereby expressly modified amd emended to the ex-
tent necessary to meske the same conform to the provisions hereof, but other-
wise to remain in full force and erfect; and the parties hereto hereby con-
sent that the Scereiary end the Commissioner, respectively, shall and by their
approval hereof, or by the approval hereof by their duly authorized represen-
tatives, do hereby establish, alter, change, or revoke the drilling, pro-
ducing, rental, minimum royalty, and royalty regquiremente of Federal and
State leases committed hexetc and the reguletions in respect thereto to con-
form said requirements to the provisions of this agreement, and, without
limiting the generslity of the foregoing, all leases, subleases, and con-
tracts are particularly modified in accordance with the following:

(a) The development and operation of lands subject to this agreement

under the terms hereof shall be deemed full performance of all obligations

15
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for development and operation with respect to each and every part or separately
owned tract subject to thie agreement, regardless of whether there is any de-
velopment of any particular part or tract of the unit area, notwithstanding any-
thing to the contrary in any lease, operating agreement or other contract by
and between the parties hereto, or their respective predecessors in interest,

or any of them.

(v) Drilling and producing operstions performed hereunder upon any tract
of unitized lands will be accepied and deemed to be performed upon and for the
benefit of each and every tract of unitized land, and nc lease shall be deemed
1o expire by reason of failure to drill or produce wells situasted on the land
therein embraced.

(c) Suspension of drilling or producing operations om ail unitized lands
pursuant to direction or consent of the Secretary and the Commissioner, or their
duly suthorized representatives, shall be deemed to constitute such suspension
pursusnt to such direction or consent as to each and every tract of unitized land.

(@) Each lease, sublease or comtract relating tc the exploration, drill-
ing, developmeni or operation for oil or gas of lands other than those of the
United States committed to this sgreement, which, by its terms might expire
prior to the termination of this agreement, is hereby extended beyond sny such
term so provided therein so that it shall be continued in full force end effect
for and during the term of this agreement.

(e) Any Federal lzase for a fixed term of twenty (20) years or any re-
newal thereof or any part of such lease which is made subject to this agree-
ment shall continue in force beyond the term providea therein until the ter-
mination hereof. Any other Federal lease committed hereto shall continue in
force beyond the term so provided therein or by law as to the land committed
so long as such lease remains subject hereto, provided that production is had
in paying quantities under this unit asgreement prior to the explration date
of the term of such lease, or in the event actual drilling operations are
comuenced on unitized land, in accordance with the provisions of this agree-
ment, priorhﬁo the e¢nd of the primery term of such lease and are being dili-

gently prosecuted at that time, such lease shall be extended for two years and
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1 80 long thereafter as oil or gas is produced in paying quantities in accordance 1
2 with the provisions of the Mineral Leasing Act Revision of 1960. 2
3 (£) Each sublease or contract relating to the operation and developmert 3
L of unitized substances from lands of the United States committed to this egree- b

. 5 ment, which by its texms would‘expire prior to “he time at which the underlying 5
6 lease, as extended by the ‘immediately preceding paragraph, will expire, is here- 6 1
7 by extended beyond any such term so provided therein so that it shall be con- T
8 tinued in full force anl effect for end during the term of the underlying lease 8
9 as such term is herein extended. 9
10 (g) The segregation of any Federal lease committed to this agreement is 10

y 11  governed by the fuilowing provision in the fourth paragraph of Sec. 17(3) of 1

12 the Mineral Leasing Act, as amended by the Act of September 2, 1960 {74 Stat. 12
13 781-784): "Any (Federal) lease heretofore or hereafter committed to any such 13 4

1%  (unit) plan embracing lands that ave in pert within and in part outside of the 14

: 15 area covered by any such plen shall be segregated into separate leases as to the 15
t ) - 16  lands comitted and the lands not committed as of the effective date of unitiza- 16
' 17  tion: Provided, however, That eny such leese as to the nonunitized portion shall 17

18 continue in force and effect for the term thereof but for not less than two 18
19 years from the date of such segregetion and so long thereafter as oil or gas is 19
20  produced in peying quantities.” | 20
21 (h) Any lease, other than a Federal lease, having only a portion of its 21

22 lands committed hereto shall be segregated as to the portion committed and the 22

23 portion not ciommitted; and the provisions of such lease shall apply separately 23
=2 to such segregated portions commencing as of the effective date hereof., In 24
25 the event any such lease provides for a lump-sum rental payment, such payment 25
26 shall be prorated between the portions so segregated in proportion to the acre- 26
27 age of the respective tracts. o 27
28 19. COVENANTS RUN WITH LAND. The covenants herein shall be construed to 28

29 be covenents running with the land with respect to the interest of the parties 29

30 hereto and their successors in interest until this agreement terminates, and 30
31 any grent, transfer, or conveyance of interest in laud or leases subject here- 2l
32 to shall be and hereby is conditioned upon the assumption of all privileges 32

33 and obligations hereunder by “he grantee, transferee, or other successor in in- 33

34 terest. No assignment or transfer of any working interest, royalty, or other 3k

17
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interest subject hereto shall be binding upon Unit Operator until the first day
of the calendar month after Unit Operator is furpished with the original, pho=
tostatic, or certified copy of the instrument of transfer.

20, EFFECTIVE DATE AND TERM. This agreement shall become effective upon
approvel by the Secretary snd the Commissioner or their duly authorized repre-
sentatives and shall terminate five (5) years from said effective date unless

(a) such date of expiration 1s extended by the Director and the Commis-
sioper, or

(b) it is reasonsbly determined prior to the expiration of the fixed
term of any extension thereof that the unitized land is incapadble of pro-
duction of unitized substances in paying quantities in the formations tested
hereunder and after notice of intention to terminate the agreement on such
ground is given by the Unit Operator to all parties in interest at their last
known addresses, the agreement is terminated with thre approval of the Director
and the Commissioner, or

(¢) a vaiuable discovery of unitized substances has been made or accepted
on wnitized land during seid initial term or any extension thereof, in which
evex;t the agreement shall remain in effect for such term and so long as uni-
tized substances can be produced in quantities sufficlent to pay for the cost
of producing same from wells on unitized land within any participating aree
established hereunder and, should production cease, s0 long thereafter as dili-
gent operations aye in progress for the restoration of production or discovery
of new production and so long thereafter ss the unitizcd substances so dis-
covered can be produced as aforesaid, or

(d) it is terminated as heretofore provided in this agreement.
This agrecment may be terminated at any time by n:St less than 75 per centum,
on sn screage basis; of the owners of wo.rking interests signatory hercto,
with the gpproval of the Director ani the Commissioner; notice of any such
approval to be given by the Unit Operator to all parties hereto.

21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTIGN. The Director is
hereby vested with authority to alter or modify from time to time in his dis-
cretion the quantity and rate of production under this agreement when such
quantity ond rate is not fixed pursuant to Federal or State law or does not

conform to any state-wide voluntary counservation or allocation program, which

18
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is established, recognized, and generally adhered to by the majority of opera-
tors in such State, such autbority being hereby limited to alteration or modi=
fication in the public interest, the pwrpose thereof and pubdlic interest to
be served thereby to be stated in the order of alteration or modification.
Without regard to the foregoing, the Director is alsc hexedy vasted with authe
ority to alter or modify from time to time in his discretion the rate of pros-
pecting and development end the quantity and rate of production under this
agreement when such alteration or modification is in the interest of attain-
ing the conservetion objectives stated in this sgreement and is not in viola-
tion of any applicadble Federal or State law; provided, further, no such alter-
ation or modification shall be effective as to any land of the State of New
Mexico as to the rate of prospecting and development in the absence of the
specific writien approval thereof by the Commissioner and as to lands of the
State of New Mexico or priva.tely owned lands subject to this asgreement as to
the quantity and rate of production in the absence of gpecific written ap-
proval thereof by the Commissioner.

Powers in this section vested in the Director shall oxily be exercised af-
ter notice to Unit Operator and opportunity for hearing to be held not less
ths;;x 15 days from notice.

22. APPEARANCES. Unit Operator shall, after motice to other parties af-
fected, have the right to asppear for and on behalf of any and all interests
affected hereby before the Nepartment of the Interior and to appral from or-
ders issued under the regmisticns of said Department oz; to apply for relief
from any of said regwlations or in any rroceedings relative to operations be-
fore the Department of the Interior or any other legally constituted author-
ity; provided, nowever, that any other interested party shall aelso have the
right': at his own expense to be heard in any such proceeding.

23. NOTICES. All notices, demands or statements required hereunder to
be given or remdered to the parties hex;eto shall be deemed fully given if
given in writing and personally delivered to the party or sent by postpaid
registered mail, a‘ddressed to such party or parties at their respective ad-
dresses set forth in connection with the signatures hereto or to the ratifi-
cation or consent hereof or to such other address as any such party may have

furnished in writing to party sending the notice, demend or statement.
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24. NO WAIVER OF CERTAIN RIGETS. Nothing in this egreement contained
shall be construed as a waiver by any party hereto of the right to assert any
legal or constitutional right or defence as to the validity or invalidity of
any law of the State wherein said unitized lands are located, or of the United
States, or regulations issued thereunder in any way affecting such party, or
as & waiver by any such party of any right beyond his or its authority to waive.

25. UNAVOIDABLE DELAY. All obligations under this sgreement requiring
the Unit Operator to commence or continue drilling or to operator on or pro-
duce unitized substances from any of the lands covered by this agreement shall
be suspended while, but only so long as, the Unit Operator despite the exer-
cise of due care and diligence is prevented from camplying vith such obliga-
tions, in whole or in part, by strikes, acts of God, federa.l, State, or munici-
pal law or agencies, unavoidable accidents, uncontrcllable delays in transporta-
ticn, inability to obtain necessary materials in open market, or other matters
beyond the reasonable control of the Unit Operator whether similar to matters
herein enumerated or not.

26. NONDISCRIMINATION. In connection with the performance of work under
this agreement, the operator agrees to comply with all of the provisiors of
Section 301(1) to (7), inclusive, of Executive Order 10925, as amended (28 F.R.
6485), which are hereby incorporated by reference in this agreement.

27. 10S8S OF TITLE. In the event title to any tract of unitized land shall

fail and the true owner camnot be induced to join in this unit agreement, such
tract shall bhe antomatically regerded es not ccommitited heorctc ond thers shall
be such readjustment of future costs and benefits as may be required on account
of the loss of such title. In the event of a dispute as to title as to any
royalty, working interest, or other interests subject thereto, payment or
delivery on account thereof mey be withheld without liebility for interest
until the dispute is finally settled; provided, that, as to Federal and State
land or leases, no payments of funds due the United States or the State of New
Mexico should be withheld, but such funds shall be deposited as directed by
the Supervisor and the Commissioner, respectively, to be held as unearned
money pernding rinal settlement of the title dispute, and then applied as
earned or returpmed in accordance with such final settlement.

Unit Operator as such is relieved from any responsibility for any defect

or failure of any title hereunder.
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28. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of any substantial
interest in a tract within the unit area fails or refuses to subscribe or con-
sent to this agreement, the owner of the working interest in that tract may
withdraw said tract from this egreement by written notice to the Director, the
Commissioner and the Unit Operator prior to the approval of this agreement by
the Director and the Commissiocner. Any oil or gas interests in lards within
the unit area not committed hereto prior to submission of this agreement for
final approval may thereafter be cammitted bereto by the owner or owners thereof
subscribing or consenting ;¢ this esgreement, anid, if the interest is & working
interest, by the owner of such interest also subscribing to the unit operating
agreement. After operations are commenced hereunder, the right of subsequent
Joinder, as provided in this section, by a working interest owners is subject
40 such requirements or approvals, if any, pertaining to such Jeinder, as may
be provided for in the unit operating agreement. -After final approval hereof
Joinder by a non-working interest owner must be consented to in writing by the
working interest owner committed hereto smd responsible for the payment of eany
benefits that may accrue hereunder in behalf of such non-working interest.
Joinder by any owner of & non-working interest, at any time, must be accompanied
by appropriete Joinder by the owner of the corresponding working interest in or-
der for the interest to de regarded as committed hereto. Joinder * the unit
agreement by & working interest owner, at any time, must be accompanied by ap-
propriate joinder to the unit operating agreement, if more than one committed
working interest owner is involved, in order for the interest to be regarded as
comnitted to this unit agreement. Except a&s may otherwise nerain be provided,
subsequent joinders to this agreement shall be effective as of the first day
of the month following the filing with the Supervisor and the Commissioner of
duly executed countervarts of all or any papers necessary to establish effec-
tive comuitment of any tract to this agreement unless objection to such Jjoinder
is duly wade within 60 days by the Director or the Commissioner, provided that,
as 1o state lands, subsequent Joinder must be approved by the Coumissioner.

29. COUNTERPARTS. This agreement may be executed in any number of
counterparts, no one of which needs to be executed by &ll parties, or may be
ratified or consented to by separate instrument in writing specificelly re=-
ferring hereto and shall be binding upon all those parties who have executed
such a counterpart, ratification, or consent hereto with the same force and

effect as if all such parties nad signed the same document end regardless of
21
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whether or not it 1s executed by all other parties owning or claiming an in=-
terest in the lands within the above-described unit area.

30. SURRENDER. Nothing in this agreement shall prohibit the exercise by
any working interest owner of the right to swrrender vested in such party in
sny lease, sub-lease, or operating agreement as to all or any part of the lands
covered thereby, provided that each party who will or might acquire such work-
ing interest by such surrender or by forfeiture as hercafter set forth, is
bound by the terms of this agreement.

If as a result of any such surrender, the working interest rights as to
such lands become vested in any party other than the fee owner of the uni-
tized substances, said party shall forfeit such rights and no further bene-
fits from operation hereunder as to said land shall accrue to such party,
unless within ninety (90) days thereafler said party shall execute this agree-
ment and the unit operating agreement as to the working interest acquired
through such surrender, effective as though such land had remained continuously
subject to this agreement and the unit operating agreement. And in the event
such agreements are not so executeu, the party next in the chain of title shall
be and become the owner of such working interest at the end of such ninety (90)
day period, with the same force and effect eas though such working interest had
been surrendered to such party.

If as the result of any such surrender or forfeiture the working interest
rights as to such lands become vested in the fee owner of the unitized sub-
stances, such owner may:

(l) Execute this agreement and the unit operating agreement as a
working interest owner, effective as though such land hed remained contin-
uously subject W this sgrécment and Uhe will Operating agrecueni.

(2) Again lease such lands but only under the condition that the holder
of such lease shall within thirty {30) deys after such lands are so leased
execute this agreement and the unit operating a.gréement as to each partici-
pating area tneretofore established hereunder, effective as though such land
had remsined cont:i:nuously subject to this agreement and the unit operating
egreenent,

(3) Operate or provide for the operation of such land independently of

this agreement as to eny part thereof or any oil or gas deposits therein not

22
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then included within a participating area.

If the fee owner of the unitized substances does not execute this agree=
ment and the unit operating agreement as a working interest owner or agailn
lease such lands as above provided with respect to each existing participa=-
ting area, within six (6) months after any such surrender or forfeiture, such
fee owner shall be deemed to have waived the righv to execute the unit operat-
ing agreement or lease such lands as to each such participating area, and to
have agreed, in consideration for the compensation hereinafter provided, that

o 0 N o0V F W N M
O 0 N O W NN

operations hereunder as to any such participating area or areas shall not be

[
Qo
.—'
o

affected by such surrender.

E.
-

For any period the working interest in any lands are not expressly com-

12  mitted to the unit operating agreement as the result of any such surrender or 12
13 forfeiture, the benefits and obligations of operations aceruing to such lands 13
1k under this agreement and the unit operating sgrzement shall be shared by the L
15 remaining owners of unitized working interests in accordance with their respec- 15

16 tive participating working interest owperships in any such participating area or 16
7 aveas, and such owners of working interests shall compensate the fee owner of 17

4 4 18 unitized substances in such lands by paying sums equal to the rentals, minimm 18

19 royalties, and royalties applicable to such lands under the lease in effect 19
20 when the lands were unitized, as to such pa.rticibating area or areas. 20
a1 Upon commitment of a working interest to this agreement and the unit op- 21

2 erating agreement as provided in this sectjon, an appropriate accounting and 2

23 settlement shall be made, to reflect the retrosctive effect of the commit- 23
2k ment, for all benefits accruing to or payments and expenditures made or ine- 2h
25 curred on behalf of such surrendered working interest during the period be- 25
26 tween the date of surrender and the date of racommitment,  end poyment ¢f any 26
p 27 mon2ys found to be owing by such an accounting shall be made as between the 27
28 parties then signatory to the unit operating egreement and this agreeﬁent 28
29 within thirty (30) days after the recommitment. The right to become a par- 29
30 ty to this agreement and the unit operating agreement as a working interest 30
31 owner by reason of a surrender or forfeiture as provided in this section 31
32 shall not be defeated by the nonexistence of a unit operating agreement and 32
33 in the event no unit operating agrzement is in existence and a mutuaelly ac- 33
34 ceptable agreement between the proper parties thereto cannot be conswmated, 3k
23
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the Supervisor and the Commissioner may prescribe such reasonsble and equitable 1

'agreement as they deem warranted under the circumstances.

Nothing in this section shall be deemed to limit the right of Joinder or
subsequent joinder to this agreement as provided elsewhere in this agreement.
The exercise of any right vested in a working interest owner to reassign such
working interest to the party from whom obtained shall be subject to the same
conditions as set forth in this section in regard to the exercise of a right
to surrender.

31. TAXES. The working interest owners shall render and pay for their
account and the account of the royalty owners all valid taxes on or measured
by the unitized substances in and under or that may be produced, gathered and
sold from the land subject to this contract after the effective date of this
agreement, or upon the proceeds or net proceeds derived therefrom. The work=-
ing interest owmers on each tract sha.il and may charge the proper proportion
of said taxes to the royalty owners having interests in said tract, and may

currently retain and deduct sufficient of the unitiged substances or deriva=-

tive products, or net proceeds thereof from the allocated share of each royal=-

ty owner to secure reimbursement for the taxes so paid. No such taxes shell
be charged to the United States or to any lessor who has a contract with his
lessee which requires the lessee to pay such taxes.

32. CONFLICT OF SUPERVISION: Neither the Unit Operator nor the working
interest owners nor any of them shall be subject to any forfeiture, termins-
tion; or expiration of any rights hereunder or under any leases or contracts

subject hereto, or to wny penalty or liability for delay or failure in whole

L . v $
or in purt to comply therewith t

Q

the extent that the said Unit Operator,
working interest owners or an& of them are hindered, delayed; or prevented
from complying therewith vy reason of fTailure of tne Unit Operstor to obtain
with the exercise of due diligence the concurrernce of ths representatives of
the United States and the representatives of the State of New Mexico in and
about any matters or thinz concerning which i1t is required herein that such
concurrence be obéained. The partiles hereto, including the Commission, agree
that &1l powers and authority vested in the Cormission in and by any provi-
sions of this contract are vested in the Comumission and shall be exercised by

it pursuant to the provisions of the laws of the State of New Mexico and
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subject in any case to appeal or judiclial review:&as may now or hereafter be
provided by the lews of the State of New Mexico.

33. NO PARTNERSEIP. It is expressly agreed that the relation of the par-
ties hereto 1s that of independent contractors and nothing in this egreement

create or be deemed to have created a partnership or association between the

parties hemets or oy i Lhem.

IN WITNESS WHEREOF, the parties hereto have caused this agreement to be

1l
2
3
4
contained, expressed or implied, nor any operations conducted hereunder, shall 5
6
7
8
executed and have set opposite their respective nsmes the date of execution. 9
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UNIT OPERATOR
3
~APTES T PAN AMERTCAN PETRCLEUM CORPORATION ‘~
—6/‘ l'('.%;/l
-ASSiSoERG Becretary Attorney in Fact Rﬁf
DATE:
‘ P. 0. Box 1410 ¥-¢ -
011 and Gas Building -
. Fort Worth, .Texas
WORKING INTEREST OWNERS
ATTEST: DATE: CALIFORNIA OIL COMPANY
By
Secretary _io: - President
Address:
ATTEST: DATE. LEONARD OLL COMPANY
By
Secretary President
Addxress:
ATTEST: DATE: GULF OIL CORPORATION
i S - 4
Secretary Attorney in Fact
Address:

25




ATTEST: DATE: UNION OIL COMPANY OF CALIFORNIA
f Secretary President
E Address:
ATTEST: DATE: BONDO OIL & GAS COMPANY
m ——
Becretary President
Address:
Address: DATE:
' THOMAS CONNELL

THE STATE OF TEXAS

COUNTY OF TARRANT
‘ ZE
_The foregoing instrument was acknowledged before me this - &— day of

F (b 1964, by D. B. MASON, JR. , as Attorney in Fact
o of PAR AMERICAN PETROLEUM CORPORATION.
My commission expires: ;@w_ / . C
— Notary Public in for
? £ Lo ¢ Tarrant Coumty, THEARELMA B. CRAT
THE STATE OF :
COUNTY OF :

4 The foregoing instrument wae acknowledged before me this day of

, 1964, by S President of
] CALIFCRITIA CIL COMPANI, - corporation, on tehalf of said
corporation.

My commission expires:

Notary Public in and for
County,




THE STATE OF

COUNTY CF
The foregoing insirument was acknowledged before me this day of
1964, by , President of
{¥ORARD OTL COMPANY, o Sorporation, on Debalf of said cor-

poration.

My comrission expires:

~ Notary Public in and for

e, CoUREY, vif
THE STATE OF :
COUNTY OF : , 3
The foregoing instrument ves acknowledged before me this day of
196k, by , a8 Attorney in Fact

M
on behalf of GULF OIi. CORPORATION

My commission expires:

“Notary Public in and for

County,
THE STATE OF H
COURTY OF H
The foregoing instrument was acknowledged before me thils day of
, 1964, by R President of
_ UNION OIL COMPANY OF CALIFORNIA, a corporation, on bebhalf of
] ; said corporation. '
My commlssion expires:
notary rublic in and for
County,
f THE STATE OF ot
, COUNTY OF
The foregoing instrument was acknowledged before me this day of
1964, by J President of
The MORDO OIL L 0AS COMPANY, a corporation, on behalf
of said corporation.
My comdssion expires:
Notaxry Public in anpd for
County,
27
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THE STATE OF

COUNTY OF

The foregoing instrument was acknowledged before me this day of
, 196k, by THOMAS CONNELL.

Baiin N R A ey S SR R

My commission expires:

Notary Public in and for
County,

28
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EXHIBIT "B" - Long Draw Unit Area, Eddy County, New Mexico

Serial No. &

Basic Royalty Lessee Overriding
Tract Description of Number of  Expiration and Ownership of Royalty and
__lo. . Land Acres Date of Lease Percentage Record Percentage
Federal Land ‘
T-20-S, R-2L-E
1 Sec. 30: RE/L 280 NM 03021 USA - 1244 California Oil John D. Meredith - 3%
' N/2 SE/4 5-31-64(3) Company
SE/4 SE/A4
2 Sec. 30: sw/k sE/h 40 NM 03021-A USA - 1244 Leonard 0il John D. Meredith - 3%
- 5-31-64(3) Company
3 ‘ Sec 19: Ef2 Lho NM 03588 USA - 1244 California 0il John R. Norton - 3%
Sec. 31: S/2 NE/4 4.30-64(3) Company
W/4 NE/4 .
h Sec. 31: NE/4 NE/Y4 ko NM 03588-A USA - 1244 Gulf Oil Corporation John R. Norton - 3%
| 4-30-64(3)
5 Sec. 31: K/2 SE/b 120 RM oh117 USA - 1239 California Oil Thomas Comnell et ux.
sW/i SE/M 7-31-64(3) Company Emily K. Comnell - 3%
6 Sec. 31: SE/k SE/h4 Lo NM OL117-A USA - 1244 Gulf 0il Corporation Thomas Connell et ux.
T-31-0k(5) Enily K. Connell - 3%
7 Sec. 19: Lots 1,2,3,% 674.79 MM 05361 USA - 1284 Leonard 0il Lawson L. Nelson - 1%
_ /2 /2 4-30-64(3) Compeany
Sec. 30: Lots 1,2,3,4
B/2 mi/k
HE/ 4 SW/il
Sec. 31: Lots 1 and 2
8 Sec. 30: S2/4 sw/k Lo NM 06361-A USA - 123 California 0il Lawson L. Nelson - 1%
4-30-64(3) Company Leonard 01l
Company - 2%




EXHIBIT "B" - Long Draw Unit Area, Eddy County, Mew Mexico

Serial ‘No. &

Basic Royalty Lessee Overriding
Number of  Expiration and Ownership of Royalty and Working Interest ;
Acres Date of Lease Percentage Record Percentage and Percentage T
280 NM 03021 USA - 1214 California 0il John D. Meredith - 3% California Oil
5-31-64(3) Company Company - All{A)
40 NM 03021-A UsA - 12i4 Leonard Oil Jobkn D. Meredith - 3% Leonard 0il Company
5-31-64(3) Company - A11(B)
Ef2 440 NM 03588 USA - 1234 California 0il John R. Norton - 3% California Oil
'S/2 WB/h - 4-30-64(3) Company Company ~ All(A)
M nE/k ,
&n/i; MR/} ko RM 03588-A USA - 1234 Gulf 0il Corporation John R. Norton - 3% Gulf 0il
| ‘ 4-30-64(3) Corporation - All
Ex/:a BE/4 120 NM 04117 USA - 1234 California 0il Thamas Connell et ux. California Oil
Su/h SB/L T7-31-64(3) Company Emily K. Connell - 3% Company - All(A)
SE/b SE/M 40 NM Q41172 USA - 1234 Gulf 0il Corporation Thomas Connell et ux. Gulf 0il
T-31-64(3) Emily K. Connell - 3% Corporation - All
Lots 1,2,3, 674.79 NM 06361 WA - 124  Leonard 01l Lawson L. Nelson - 1% Leonard 011 Company
Bf2 W/2 4-30-64(3) Company - A (B)
Lots 1,2,3,4
IB/2 XW/k
'NE/b Sw/h
Lots 1 and 2
sB/k sw/h Lo NM 06361-A USA - 124 California 0il Lawson L. Nelson - 1% California Oil
4-30-64(3) Company Leonard 0il Company - A11(A)

Clawmane . DA
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Exhibit "B" - Long Draw Unit Area, Eddy County, New Mexico

Tract Description of Number of Serial No. & Basic Royalty Lessee Overriding
No. Land Acres Expiration and Ownership of Royalty and
Date of Lease Percentage Reccrd Percentage
T-20-5, R-23-E .
9 Sec. 2b: S5/2 SW/b 8o MM 015590 USA - 123% Thomas Connell None
11-30-64(2)
10 Sec. 2h: SEMN 160 NM 015590-A  USA - 12i% Pan American Thomas Concell et ux
11-30-6L4(2) Petroleum Corp. Emily K. Connell - 5%
1 sec. 2h: N/2 sw 80 NM 016169 USA - 123% Pan American Fred M. Cassidy et ux
/ A 11-30-64(2) Petroleum Corp. Margaret Cassidy - % of
1% ORR, $400 per acre
production payment out
of 2% ORR owned by Marion
V. Harris and Iawrence C.
Barris
12 Sec. 25: All 640 MM 020769 USA - 123% Union 0il Company John Younger ~ + of 1%
1-31-66(2) of California ORR, $500 per acre pro-
duction payment out of
3% ORR payable to Edith
Riggs
T-20-5, R-2L-E .
13 Sec. 31: Lots 3,4 239.73 NM 024924 USA - 123 Pan American Blanche V. White and
Ef2 W2 1-31-68(2) Fetroleum Corp. Emmett D. White - 2%
14 Sec. 20: W/2 320 NM 033089 Ush - 124% Pan American $500 per acre produc-
, 3-31-68 Petroleum Corp. tion payment out of 5%

owvned as follows:
Edward C. Donohue - 404

1Y~ Rl - - V. ~od
Yo e DORUIIUS - "'UP

Wilma D. Moleen - 104
Wilma D. Moleen as trustee
for George Edward Donchue
Moleen - 10%

14 Federal Tracts:

3,194.52 fcres, or 90.8949%
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Exhibit "B" - Long Drav Unit Area, Eddy County, New Mexico

Page 2

Number of Serial No. & Basic Royalty Lessgee Overriding Working Interest
Acres Expiration and Ownership of Royalty and and Percentage
Date of lease Percentage Record Percentage
-E
SW/u 80 M 015590 USA - 1244 Thomas Connell None Thomas Connell - All
11-30-64(2)
E/e 160 NM O15590-A  USA - 1244 Pan American Thomas Connell et ux Pan American Petro-
11-30-64(2) Petroleum Corp. Emily K. Comnell - 564  leum Corp. - All
/2 sw/k 80 NM 016169 USA - 1234 Pan American Fred M. Cassidy et ux Pan American Petro-
11-30-64(2) Petroleum Corp. Margaret Cassidy - 3 of leum Corp. - All
1% ORR, $400 per acre
production payment out
of 2% ORR owned by Marion
i V. Harris and Lawrence C.
Harris
11 640 M 020769 Usa - 1214 Union 0il Company Johr Younger - + of 14  Union 0il Compeny
1-31-66(2) of Califcrnia ORR, $500 per acre pro- of California - All
‘ duction payment out of
34 ORR peyeble to Bdith
Riggs
L-E .
ots 3,4 239.73 W™ 0242k USA - 123% Pan American Blanche V. White and Pan American Petro-
/2 W/ 1-31-68(2) Petroleum Corp. Emmett D. White - 2% leum Corp. - A1)(C)
/2 320 MM C33089 USA ~ 123% Pan American $500 per acre produc- Pan American Petro-
3-31-68 Petroleum Corp. tion payment out of 5% leum Corp. - All

owned as follows:

Edward C. Donohue - 40%
Wilma E. Donohue -~ k0%
Wilma . Moleen - 10%

Wilma D. Moleen as trustee

for George Edward Donohue
- 10%

Moleen

,194 .52 Acres, or 90.8%49%




Exhibit "B" - Long Drew Unit Area, Eddy County, New Mexico

Page 3

.. Serial Ko. & Basic Royalty Lessee Overriding
Description of Number of  Expiration and Owpership of Royalty and
Land Acres Date of Lease  Percentage Record Percentage
State Lands
7-20-S, R-23-E
15 Sec. 36: ¥W 160 0G-3937 State of New Hondoy0il'.&sGas- None Hondo--Dil-&-
6-17-68 Mexico - 1234 (Company Company - Al
15-4  Sec. 36: SE/4 KE/L ko 06-3937-1 State of New Pan Americar None Pan American
6-17-68 Mexico - 12}4 Petroleum C ». :(Lel)l Corpore
D .
16 Sec. 36: N/2 KE/L 120 0G-L664 State of New Pan American None Pan Americar
sw/h WE/Y 10-21-68 Mexico - Petroleum Corp. leum Corpore
3 State Tracts: 320 acres, or 9.1051%
TOTAL: 17 Tracts - 3,514.52 acres in Entire Unit Area
RECAPITULATION
Land Acres Percentages
Federal 3194.52 90.8949%
State 320.00 9.1051%
Tatented 0 0
TOTAL UNIT AREA 3514.52 1G0.0000%

(A) California Oil Company has agreed to convey to Pan American Petroleum Corporation an undivided 3/h interest
in Tracts 1, 3, 5 and 8 upon completion of the initial unit well.




yany has agreed to convey to Pan American Petroleum Corporation an undivided 3/ L interest

wnd 8 upon completion of the initial unit well.

W
Exhibit “B" - Long Draw Unit Area, Bddy County, New Mexico Page 3 1
. - Serial No. & Basic Royalty Lessee Overriding S
of Expiration and Oimershiy of Royalty and Working Interest 5
Date of Lease  Percentage Record Percentoge and Percentage ’
0G=-3937 State of New Hondoy0il'AsG&s~- None Hondo 0il & Ges. o -
6-17-68 Mexico - 1244 Company Company - All
0G-3237-1 State of New Tan American None Pan American Petro- {
6-17-68 Mexico - 1234 Petroleum Corp. le\)xm Corporation-All ,
(p 1
;
Fo 0G-4664 State of New Pan American None Pan American Petro- -
~ 10-21-68 Mexico -~ 1234 Petroleum Corp. leum Corporation-All f
051%
iin Entire Unit Area
RECAPITULATION
Eg Acres Percentages =
eral 319k.52 90.8949% |
te 320.00 9.1051%
ented 0 0 ;
TOTAL UNIT AREA 3514.52 100.0000% )
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b Exhibit "B" - Long Draw Unit Arvea, Fddy County, New Mexico

(B) Leonard Oil Company has agreed to either pay its share of costs of the initial well or convey to Pan American
Petroleum Corporation an undivided 3/h interest in Tracts 2 and T upon completion of the initial well, such
F election to be made on or before April 15, 196k.

(C) Monsanto Chemical Company has agreed to assign a1l interest in Tract 13 to Pan American Petroleum Corporation.
(D) Hondo 01l & Gas Compeny has assigned all interest in Tract 15-A to Pan American Petroleum Corporation.

Upon receipt of the conveyances or assigmments referred to in (A) through (D), Pan American will file such
ingtruments with the proper suthorities for approval.

T
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UNIT OPERATING AGREEMENT

LONG DRAW UNIT o
l COUNTY CF EDDY ‘:
STATE OF NEW MEXICO ;
f THIS AGREEMENT, made and entered into as of the  / dayof 2. ., 196k, ;
% by and between PAN AMERICAN PETROLEUM CORPORATICN, hereinafter referred to as "Pan »?
American”, "Unit Operator", or "Operator", and CALIFORNIA OIL COMPANY, LEORARD OIL ;

COMPANY, GULF OIL CORPORATION, UNION OIL COMPANY OF CALIFORNIA, HONDO OIL & GAS

COMPARY, all corporstions, and THOMAS CONNELL, an individual, hereinafter referred to

collectively as "Non-Operator", Thomas Connell being joined by his wife,

WITNESSETH, THAT:

WHEREAS, the parcies hereto have executed or ratified as of the date hereof a
certain Unit Agreement for the Development and Operation of the Long Draw Unit Area
in Eddy County, New Mexico, hereinafter referred to as "Unit Agreement", and

WHEREAS, pursuant to the provisions of Section 7 of said Unit Agreement the

parties hereto desire to enter into a Unit Operating Agreement covering the leases

and land in the lLong Draw Unit Ares, said leases and lands being sometimes referred
E ’ : . to herein as the "lease acreage";

! NOW, THEREFORE, in consideration of the premises and of the mutual agreements
herein contained, including the Operating Provisions, Exhibit "A", and the Account-
ing Procedure, Exhibit "B", and the Ownership Schedui:, ®xhibit "C", it is under-
stocd and agreed by and between the parties hereto as follows:

1. UNIT PLAN CONFIRMED:

The aforesaid Unit Agreement and all of the exhibits which are attached
hereto are hereby confirmed and made a part of this sgreement. In the event of any
inconsistency o§ conflict between the provicions of this agreement and the Unit
Agreement, the proviaiona of the Unit Agreement chall prevail 4o the cxtent of such

inconsistency or conflict.

2. UNIT OPE ATOR:

Subject to the terms, covenants and conditions hereinafter set fortn, Pan
American, for and during the term of this agreement, is hereby designated as Unit
Operator of the lease acreage vovered hereby and all of the physical equipment of
the parties hereto used, had or obtained in connection with the operation and de-

velopment of said lease acreage, for the joint account of the parties hereto. As

the Unit Operator, Pan American shall have the exclusive control and management of

BEFORE EXAMINER NUTTER‘
CIL COMTRINVATION fﬁﬂﬁﬂjii?ﬁﬁ
[T UXHIBHT NO. -

CASE PO, ’ ! _“-I

—

T




i o et S
A s e S

the uperation and develcpment of the said lease screage for the Jolat account of tne
parties hereto, and shall conduct such operations in a good and workmanlike manrer,
but shall have no liability &s Unit Operator to the other parties hereto for losses
sustsined, or lisbllities incurred, except such as may result from ite gross negli-
gence or wiliful misconduct.

3. ITTLES:

The Non-Operator who is the working interest onwer of any wellsite tract,
shall furnish unto Pan American all title opinions, abstracts and other title papers
that such Non-Operator may have in their files, together with photocopies of the
basic leases, all intermediate assigmments, éélay rental receipts and such other
documents as are pertinent to the title. The Unit Operator shall cause such title
10 be supplemented to & current date and shall furnish all of the other parties with‘
copies thereof. The Non-Operator which has contributed the proposed ﬁellsite tract
to the ym?t area shdll'makela bona flde effort to satisfy any requirements made by
Parn American's examining attorney, and the opinion of Pan American's attorney as to
the condition of such title shall be final.

L. TBST WELL:

Undt Operator, on or before April 30, 196k, provided the Unit Agreemert
is finally approved by the United States (Geological Survey, shall commence ox
cause to0 be commenced operastions for the drilling of a test well for the jolnt
account of the parties hereto at a location in the SE/U4 of Section 25, Township
20 South, Range 23 East, a portion of the lease acreage lying within the wumit
area, and shall prosecute the drilling of said test well diligently, without
wnecessary delay and in a workmanlike manner o & total depth of 9,300 feet,
unless the top of the Mississippian Formation is penetrated at a lesse: depth,
or urless granite or other impenetrable substance or condition rendering
further drilling impractlcal, is encountered at a lesser depbth; provided,

Lowever, that Unit Operator shall not be required ir any event to drill said

well to a depth in excess of such total depth of 9,300 feet, Al costs

and expensss incurrea in connection with the drilling, completing, testing; souiy-
ping (incluaing necessary wellhead connections, flow lines, tenkage and pumping snd
¢ther equipment initially installed in connection with the completion of said test

well), and, if a dry hole, the plugging and abandoning of said test well, shall be



borne by the parties hereto in the proportions set out in the Ownership Schedule at-
tached and made a part hereof as Exhibit "C”, as shown in the column styled "Per Cent
of Participation in Cost of Drilling and Completing First Test Well",

Additional test wells drilled in the unit area shall be drilled in accordance
with the percentasges shown in the column styled "Per Cent of Participation in Cost
of Drilling and Completing Subsequent Wells", as set out in said Exhibit "C". It is
agreed that encumbrances shall be spread throughout the unit area as indicated in
the last column of said Exhibit "C". As of the date hereof, Hondo 0il & Ges -
Company and Thomas Commell have not executed the subject Unit Agreement, and this Unit
Operating Agreement, and in the event of their subsequent joinder, Exhibit "C" shell
be revised by the Unit Operator, subject to approval by the parties participating in
the first test well so as to indicate the new percentages of participation which hsave
occurred by reascn of such subsequent joinder of either or both of such parties.

5. ANNUAL RENTALS AND SHUT-IN ROYALTTES:

Each of the parties hereto shall bear and pay all annual rentals and shut-in
roydlties which become due and payable under the terms and provisions of the lease or
leases of each of such parties covered hereby and committed by them to the unit area.

6. IRSURANCE:

Unit Operator or Unit Operator's subcontractors shall carry for the benefit
of the Jjoint account insurance to cover all operations on the lease acreage covered
by this agreement as follows:

(a8) Workmen's Compensation Insurance, including employers' lia-

biiity: In compliance with the workmen's compensation laws
of the Stale of New Mexico;

(b) Comprehensive General Liability Insurance, excluding products:

A singie combiued limit of $500,000.00 each accident for
bodily injJuries or death and property damage;

{(¢) Automobile Public Liability and Property Damage Insurance

with a single combined limit of $500,000.00 each accident
for hodily injuries or death and property damsage.
7. NOTICES:

Except as herein otherwise expressly provided, all notices, reports and other
communications regqul:zd or permitted hereunder shall be deemed to have been properly
given or delivered when delivered personally or when sent by registered mail or tele-
graph, with all postage or charges fully prepaid, and addressed tc the parties at the
following addresses:

Operator:

Pan American Petroleum Corporation
0il and Gas Building

P. 0. Box 1410

Fort Worth 1, Texas
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Non-%mtor:

California 0Oil Company Leonard 011 Company
200 West First Street 1000 Security National Bank Bldg.
Roswell, New Mexico Roswell, New Mexico
Gulf 0il Corporation Union 011 Company of California
P. 0. Box 1938 300 Security Netional Bank Bldg.
Roswell, New Mexico Roswell, New Mexico
Thomas Connell and wife, Hondo Oil & Gas Cowpany

Emily X. Connell P. 0. Box 1978
538 whitney Bank Bldg. Roswell, New Mexico

New Orleans, Louisiana
The date of service by mail shall be the date on which auch written notice or other
communication is deposited in the United States Post Office, addressed as above pro-
vided. Bach party hereto shall have the right to change its address for all pur-
poses of this Article 7 by notifying the other parties hereto thereof in writing.
8. OPERATING PROVISIONS:
The provisions of Article 19 of the Operating Provisions, Exhibit "A", shall
not apply to the drilling of the first test well under the terms of this agreement.
9. COUNTERPARTS: |
This agreement may be executed in counterpart and shall be bind.ingv upon
those parties who execute or ratify the same, regardless of whether all of the parties
Join herein.

EXECUTED as of the day and year firsi above written.

_=APTEST DATE: PAN AMERICAX PETROLEUM CO

. A
Ay -cd : . o W
Angivtant-Secretary " Attorney in Esct n AX{E

ATTEST: : DATE: CALIFORNIA OIL COMPANY
By
Secretary Pregident
ATTEST: DATE: LEONARD OIL COMPANY
By
Secretary President
DATE: GULF OIL CORPORATION
By
Secretary Attorney in Fact




ATTEST: DATE: UNION OIL COMPANY OF CALIFORNIA

By, e
“Secretary President
ATTEST: DATE: HORDO OIL & GAS COMPANY
By
Secretary President

DATE:

THOMAS CONNELL

EMILY K. CONNELL

STATE OF TEXAS ;
COUNTY OF TARRANT )

-

The foregoing 1nstm|fnt was acknowledged before me this £ gday of /Z, e R
196k, vy D. B. . , as Attorney in Fact on benuslf of PAN CAN
i PETROL&M CORPORATION,

My comigsion expires:
Notary ﬁﬁ Tn and f

June 1, 1968 Tarrant COu.nty, Texas VEUM B. CRasT
STATE OF )
)
COUNTY OF )
The foregoing instrument was acknowledged before me this day of »
1964, by President of CALIFORRIA OIL COMPARY, &

corporation, on behalf of said corporation.

My commission expires:

Notary Public, in and for

County,
b
STATE OF )
)
COUNTY OF )
The foregoing instrument was acxnowledged before me this day of y
196k, by President of LEONARD OIL COMPANY, &

corporation, on behalf of said corporation.

My commission expires:

Notary Public, in and for
County,




o

STATE OF )
COUNTY OF )
The foregoing instrument was acknowledged before me thia day of

1964, by , a8 Attorney in Fact on behalf of GULF OIL CO -
TION.

My commission expires:

Totary Public, in and for

County,
STATE OF )
)
COUNTY OF )
The foregoing instrument was ascknowledged before me this day of

[ e c—"
President of UNION OIL COMPANY OF CALIFORNIA,

1961": by f)
a corporation, on behalf of sald corporation.

My ccamission expires:

Notary Public, in and for
County,

GTATE OF g
COUNTY OF )

The foregoing instrument was scknowledged before me this day of
196k, by ’ President of HONDO OIL & GAS COMPANY,
a corporation, on behalf of said corporation.

My commission expires:

Notary Public, in and for

County,
THE STATE OF )
)
COUNTY OF )
The foregoing instrument was acknowledged before me this day of y

1964, by THOMAS CONNELL and wife, EMILY K. CONNELL.

My commission expires:

Notary Public, in and for
County,
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EXNIRI? " _A_ M

OPERATING PROVISIONS

-Attached to and made a part of that certain

cnct reement, dsnd cho — dey

PAN AMERTCAN PETROLEUM CORPORATION, a&
Operator, and CALIFORNIA OIL COMPANY ET AL:»
as 'Non-%rator'

.1, TERMINOLOGY:

. The tarms "lease screage”, "Operator" and "Noa-Operator” shall have tha
sazs meaning, respectively, u are attributed to them, in the Operating Agreament to

which chis aa&\zbt: is-attached. The words "e¥ op “ite", vherever ussd herein, shall
vefer to an individual (male or femsle) as vell as o & corporaticn or other legal
entity and, vhera the context permits, shall include the plural number. . .

2. OPERATIONS:

EQcope 4s may be authorized by the mutual agreemsnt of all the parties
herato, the Operator shall not permit or suffer any lien or other encumbrances to be
£iled or to remain against any lease or phyikcal equipment cayered harsby as & result

of its oparations hereunder. _
The number of employess, the selection of such enployses, the hours of

labor and the compsnsation for services to be paid any aud all employees, in connece
:1on wigh optu;im hotoundar. shall be domuud by the Cperator. All sxployses
and cou:nc:on used i{n muttm hersunder .uu be the esployees and contractors -
of ths Oporncorraad not the employess or con::nccoro df the Non-Operator.

Ia fh‘ event the Operator should sell, traasfer, or ocherwise dispose
of all its interast in the property orx propc:t.tu coverad by this Operating Agree-

weant, then the right to operate aatd 'pmpcrcy"or px_'opor:to; bereunder shall not pass

to Oparator's successor in interest but a asv Cperator shall be selected as sst out
in the following ‘paragraph. -

Oparator nay vesign its appoiutment hersunder after tirst givina sixty
(50) days' notice in writing of {ts inteaded resignation to Noa-Operator; or if
Operator should 11qutdacg. bacome insolvent, dieg oF terminate its corporats existencs,
or should Opcza:or-a¢11'§r transfer or othervise disposs of all its interest in the

joint property, its appointment hsrveundsr shall thare:pon terminate. In any suoh

.




evaent tha othar party or payties hareto or their respective successor {or succas~
sors) in interast shail by vote represencing the majority porcentace of interest
in the joint property salect and designate a new Operator. Provided, however, if
there i§ only one Non-Operator owning fifty per cent (502)‘0r more of the working
inteteai. then it shall have the option of becoming thae new Operator of the jeint
property. - .

The Operator shall not be relieved oflopera:;onc hereunder until gixty
(60) days after'the effective date of such resigaation, ;ale, transfar, or othar
disposition of all of its interest, unless a new Operator selected as herainsdbove
provided, shall assume opefacions hereunder at an'earlier datae.

3. LOSS OR FAILURE OF TITLE:

Ia the event of tha loss or failure of the title, in whole or in part,

of aﬁy party hereto to any lease, or any interast thereim, covered hereby, the in-
tereat of sucﬁ party i{n aand to the production obtained from the lease acreage shall
be reduced ia ﬁroportion to such loss or failure of title as of the date such loss or
failure of cicle-ie finally datermined; provided, that such revision of ownership in-
terest shall not bae retroactive as to operating costs and expenses incurred or as to
revenues or production obtained prior to such date; and provided, further, that each
party hereto whose title has been lost or has failed, as aforesaid, shall indemnify
the other parties Qereto against, and shall hold such other parties harmless from,
all loss, cost, damage and expense which wmay result from, or in any manner arise be-
cause of, the délivety to such party of production obtained hereunder frow the lease
acreage covered hereby or the payment to such party of proceeds derivaed from the sale

£ 2ny euch production. prior to the date said loss or failure of title is finally

determined.

4. DURATION OF AGREEMENT:

Tais agreement shall remain in full force and effect, unless sooner termine

‘ated by .he mutual agreement of the parties herecto, s0 long ag any lease covered

hereby, or any extension ui :inide, woseor, voesnd w0 Full forea and effect, whether
by production or otherwise; provided, that, if a party hereto should transfer all or
part of its interest in leases covered hereby or if a party's title should fail in
whole or in part, this agreement shall not thereby terminate, except as to a party

which thereaiter retains no interest covered hereby.

5. COSTS AND EXPENSES:

Unless the Operator elects to require the Non-Operator to. advance its

-

-2-




share of the costs and expenses, as herveinafter provided, the Operator initially shall

advance and pay all costs and expenses for the drilling, deveiopmont 2nd operation

of said lease acreage and shall charge the Non-Operator its share thereof, said share
being. equal to its percentage of ownership of production and equipment as set out ia

the foregoing Operating Agreement to which these Operating Provisions are attached as

aa exhibic,

All such costs, expenses, credits and relach matters, and the method

of handling the acéounzing with respect thereto, shall be in accordance with the pro-
visiocas of theiahhedulo of accounting procedure, sttached to the Operating Agreement
to which this exhibit is attachad, marked Exhibit "B" and hereby made a part of said
Operating Agreement. (In the event of any conflict between the provisiona contained
in this exhidbit and those contained in ea.u Exhibit “B", the provisions of tnis ex-

hibit shall govern to the extent of such conflict. In the eveat of any conflict ba-~
tween the provisions contained in either of said exhibits and those contained in the
bod§ of gaid Opeiating Agreement, the provisions contained in the body of said Oper-

ating Agreement shall govern to the extent of such conflict.)

The Operator shall make nc single expenditure in excess of Fivafthouaand

"Dollars ($5,000.00) without first obtaining the consent therato of the Non-Operator;

" provided, however, that in case of accident or other emergency, the Operator shall

have the right and duty to take such action as in its judgment wmay be required for
the protection of life and property and to incur for the joint account of the parties

hereto the necessary costs and expenses in connection therewith, said accideat or

- other emergency, and the action taken, to be reported by the Operator to the Non~

Operator aé soon &8 reasonabdly possible; and provided, further, that the approval of
the drilling of a well shall include all expenditures for the drilling, complating,
testing and equipping of such well, including the necessary lines, separators and
lease tankage.

In the event that the Operator elects to require the Non-Operator to ade
vance its proportionate share of the above mentioned costs and expenses, the Operator,
on or before the 10th day of the moath, shall submit an itemized estimate of such
costs and expenses for the succeeding calendar month to the Non-Operator, showing
therein the proportionate part of such estimated costs and expenses which is chargeable
to the Non-Operator. Within fifce.a (15) days afcer receipt of said estimate, the
Nou-Operator shall pay to the Operator its proportionate share of said estimated costs

and expenses., If payment of safd estimated costs and expeuses 1{s not made whean due,

3=



the unpaid ‘balance thereof shall bear interecst at the rate of six pexr cent (6%) per
annum from the due date until paid. Adjustments between estimated and actual costs
and expenses shall be made by the Oparator at the close of each calendar month and
the ac¢ounts of the parties hereto adjusted accordingly.

| 6. OPERATOR'S LIEN:

The Operator is hereby granted a lien upon the working intereet and lease-
hold estate of the Non-Operator covered hereby and ;pon the Non-Operator's interest in
the well or wells located on lease acreage covered hereby, in the production obtained
from said.well or wells and in the physical equipment used, had and obtained in connec-
tion with the operations of said well or wells to secure the~paynen: of said Non-
Operator's proportionate share of said costs and expénses and of said estimated cocts
and expaenses, together with interast thereon at the rate of six per cent (6%) per
annum, Operator shall have the right to bring any action at law or in equity to enforce

collection of such indebtedness with or without foreclosure of such lien. In addition,

upon default by Non-Operator in payment of chargeable costs and expenses, Operator shall

have the right to collect and receive from the purchaser or purchasers the Non-Operato.'s

proceeds from production from the lease acreage cerred hereby until the amount owed of
such indebtedness by such Non-Operator, plus interest, as aforesaid, has been ﬁaid. By
axecution hereof, each subscgibing party hereto agrees that aach such purchaser shall
be entitled to rely upon Operator's statement concerning the existence and amount of

any such default.

7. DRILLING WELLS ON BASIS OF COMPETITIVE CONTRACT PRICE:.

The Operator shall have the right to drill any well to be drilled here-
under on lease acreage covered hereby with its own or rented tools and equipment or
to cause such well to be drilled by a responsible drilling contractor selected by the
Operator. Each such well shall be drilled on the basis of the competitive contract
price prevailing in the field at the time the parties hereto agree to the drilling
thereof; and, if possible, such price shall be agreed upon by the parties hereto in
advance., If the parties hereto are unable mutually to agrece on said competitive con-
tract price, the Operator shall obtain bids from at least three (3) responsible drill-
ing contractors who are ready, able and willing to drill a well of the type contem-
plated by the parties hereto on lease acreage covered hereby; and said competitive con-

tract price shall be the lowest acceptable bid received which will result in the most

economical drilling of said well.




8. DISPOSAL OF PRODUCTION:

Caca of the parties hereto snall own and, at {ts own expense, shall take
in kind or separatcly dispose of {ts proportionate pars of oll cthe oil, gas, casing-
head gas, and other hydrocarbon substancas producss and saved from tha lease acreage

covered hereby, exclusive of the production which may be used by the Operator ia de-

veloping and producing operations and in preparing and treating oil for market pur=

Pooes and-of production unavoidably lost; and provided, that sach of the parties

hereto shall pay, or secure the payment of, the royalty interest in its proportionate

'part of said production. At such time or times as a Non-Operator shall fail or refuse

to take in.kind or separately dispose of its proportionate part of said production, the

Operator shall have the authority, revocable by the ﬁoa-Operacor at will, to sell all

‘or part of such production to o:he:s at the same price which the Operator receives

for its own portion of the production; provided, that Operator shall not make a sale

in interstate commerce of any Non-Operator's share of gas produced and saved from
"aaid lease acreage unless Operator shall have given such Non~Operszor written notice

of such zntended sale, and Non-Operator, for a period of sixty (60) days from and

after receipt of such notice, shall have failed to revoke the authority of OQperator

<fto sell itgs share of such gas. All such sales by the Operator of a Noﬁ-Operator ]
- production shall be only for such reasonable periods of time as axe consisten~ wich

‘the wminimum needs of the industry under the circumstances, but in no event ghall any

such sale be for a period in excess of one (1) year,

9, ADDITIONAL DRILLING:

For purposes of this article, the term "drilling operation” shall include

..drilling, completing, testing and (if a producer) the installation of lease equipment.for.

& new well. so'aa to enable delivery of such .oduction to the purcbaser or 80 88 to enable.

such production to be transported from the premiaaa, or (if a dry hole) plugging and aban-~ -
donment, and shall include a reworking operation cos:ing in excess of $S,000(00, recomple-

tion, multiple cowpletion, deepening or pluggihg back of an existing well, and the acquir-

ing of any additional equipment related chefoco, but shall not include any simple workover

oz other operation performed to maintain, increase or restore production not costing in

excess of $5,000.00. No <¢rilling operation which iz not expressly providad for in this

article shall be undertaken on said lease acreage for the joint account of the parties

without the mutual agreement of &ll of the parties nereto.

1£ all of the parties hereto cannot mutually agree upon a proposed drilling

operation, the perty (whether one or more} desiriang to conduct such operation (hereine

safter referred to as "drilling pevty’); wuy do 56 after notifyving tHe Gthev Pafkiad in
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writing of such desire, specifying the location and type of operation contemplated and
the estimated costs thereof, including the estimated costs if a pry hole or if a pro-
ducer. The other parties shall have twenty (20) days, gxclusive of Saturdays, Sundays
and holidays, ffom receipt of such notice within which to notify the drilling party in
writing as to whether or not such party elects to join in the drilling operation. If
such notice iavolves a drilling operation on a well actively rigged for drilling, then
a written reply as to whether or not a party elects to participate therein shall be re-
quired within forty-eight (48) hours after receipt of such notice, exclusive of Satur-~
 days, Sundays and holidays. The failure of a party to notify drilling party in writing
within the time required shall constitute an election not to join in the drilling opera-
tion,
1f all of the parties hereto mutually agree to the drilling operation, then
such operation shall be conducted by the Operator hereunder for the joint account of
the parties. If all of the perties do not agree to the drilling operation, then the
drilling party shall conduct such operation héraunder at drilling party's sole cost,
risk and expense. If Operator is one of the drilling pariies, ths drilling operation
shall be conducted by Operator, but if Operator is not one of the drilling parties,
then the drilling operation shall be conducted by a party designated by drilling parties.
If all of the parties hereto do not participate in the drilling operation’ -
and 1f the same results in production, thea the drilling party shall own all production
from said wellland all equipment placed thereon by the drilling party uatil such time
as the drilling party has received revenue from production from said weli that oiher-=
wise would have been payable to the non-drilling party or parties-(exclusive of royal-
sverriding rovaltiea and any other poyments out of production to which the non-
drilling p#rty's interest was subject at the time of the execution of this Operating
Agreement) an amount Iin excess of taxes on production equal to:
(1) Two Hundred Per Cent (200%) of the proporiion of the cost
incurred in the drilling operation that otherwise would have been
payable by the non-drilling party or parties; and
(2) Ome Hundred Per Cent (1007) of the proportion of the costs
and expenses incurrved in operating the well that otherwise would have
been payable by ;he non~-drilling party or parties du?ing the time
required by the drilling party to recover the costs above specified.

After the drilling party has been so reimbursed and paid, the parties hereto

shall participate i{n the ownérship of material and equipment installed in connection with
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such operation and {n the production resulting from such operation in the ratio of their
respective interests in the lease acreasge covered hereby; and thereafter, the well in-
volved shall be operated by Operator as a well drilled with the mutual consent of the
parties hereto }or the joint account in accordance with the provisions of this agree-
went. If the amounts to be reimbursed as specified above are not fully reimbursed as
specified herein but 1f, by adding the salvage value of the equipment obtained and used
by drilling party in the operation undertaken the reimbursemeat would exceed the amouats
specified to be rhimbutsed, then such excess amount shall be credited or distributed to
, the drilling aﬁd non-drilling parties according to their respective intereats. During
such time as-the drilling party is operating said well and receiving production there-
from, said drilling party agrees to furnish the non-drilling party or parties a monthly

statement, segregated by costs, expenses and revenue, showing the status of the payout

of said well. All such costs and expenses shall be determined in accordance with the

applicable terms and provisions of this Operating Agreement and Exhibit "B", Accounting
Procedura, attached hereto.

No drilling operation shall be conducted on a well which is producing in
paying quantities without the mutual consent of the parties hereto owning a majority
interest of the leasehold estate in the land upon which the well is situated.

If, under any provisions of this Article 9, more than one party hereto has
either (a) the obligation to participate in costs, expenses or risks or (b) the right
to receive the payment of money or production from a well, working interest o; leasehold -
estate, said parties shall participate therein (unless otherwise agreed by the parties
involved) in the ratio of their respective interests {n the lease acreage upon which
thae well is located at the time said operation was undertaken.

10, GEOPHONE . ™ 7 " TINUQUS VELOCITY SURVEYING INSTRUMENTS:

In the event parties herc.u mutually agree toward the drilling of a test
vr'1, then Operator ghall notify the Non-Operator approximately forty-eight (48) hours
in advance of the time that Operator éncicipatea reaching the depth mutually agreed upon
for the drilling of such test well hereunder and thereafter shall notify Non-Operatour wher
such depth has been reached. At the time of giving the latter notice, unless it is neces-
sary to perform and evaluate additional tests necessary to make a determination of the
nature of the next operation in said well, in which event notice will be given with as 1lit
tle lost time as possible, Operator siaall notify Non-Operator whether Operatorvproposes £«
plug and abandon said well, or whether Operatbr proposes to make further tests, or wheth-

er Operator intends to complete said well as a producer of oil or gas, or both oil and

7=
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g3s, specifying what formations are to be tegted further, or in what formation completion
is to be attempted. Non-Opprator shall have six (6) hours from and after receipt of the
latter notification within which to advise Operator whether or not Non-Operator elects

to conduct the tests for which provision is made hereinafter; and failure so to notify
Operatgr within said six- (6~) hour period shall be deemed to constitute a decision not
to conduct such tests. If Non-Operator notifies Operator that Non-Operator elects to
conduct such tests, then Operator shall permit Non-Operator, at Non-Operator's sole
expense, to lower a geophone and any type of coutinuous velocity surveying instrument

in sai& well for the purpose of making a velocity survey and to run any other type down
hole surveys or tests desired by Non-Operator. During the time Non-Operator is con-
ducting any such surveys or tests, Non-Operator shall bear all costs of standby time

on the drilling rig at the rate which may be séecified in Operator's contract with the
drilling contractor for said well; and, if Operator is drilling said well with Operator's
.own or rented equipment, then Non-Operator shall pay Operator at the standby rate cus-

tomary in the area in which the well is drilled. Standby time shall begin to accrue

subsequent to six (6) hours after Non-Operator has received the latter notice, if

. Non-Operator has notified Operator that it desire§ to conduct the tests. If said

é ' ‘ test well is dry and Operator has determined that it should be piugged and abandoned
upon thae completion of the tests being made by Non-Operator, thea Non-Operator shall

be under no liability to the other parties in the event the imstrument lowered in the
hole, or cable (or both), should be lost in the hole, unless such would result in ad-
ditioncl expense to Operator in complying with plugging regulations of the State or

Federal authority having jurisdiction thereof; and, should such additional expense
Tesult, Nen-Operator chell be liasble and chall baar and pay such additional expense.
If Operator has previously notified Non-Operator that Operator wishes to test cer-
tain specified horizons upon completion of the tests being conducted by Non-Operator,
or that Cperator intends to complete said well as a producer of oil or gas (or both
oil and gas), then, in the event Non-Operator should damage the drill hole, Non-
Operator'siliability shall be limited to, and Non-Operator shall bear, the costs

of restoring the drill hole to as usable and workable condition as that which existed
prior to the tests conducted by Non-Cperator; and, if the damaged drill hole cannot
be restored to a condition which will permit its utilization for the pucrposes Operator
contemplated ag aforesaid, then Non-Operator shall besr and pay the cost of dfilling

a hole to the depth at which the specified formations were encountered conceraing

which COperator has previously advised Non-Operator that further tests were to be
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made. or to ihe depth at which Operator had previously advised Non-Operator completion
'3s. a producer would be attempted. The cost of drilling & hole to the depth at which
the specified formations were encountered shall be deemed to be inclusive of a whip-
stock drilling operaticn to restore the damaged hole to usable condition. Non-Operator
shall never be required to pay the costs of drilling a hole to the depth at which the
specif:?d formationc were encountered unless and until the drilling operations are ac-
tually commenced and thereafter concluded in the specified formations with all due
diligence.. The benefits of this Article sghall never inure to'the advantage of a party

~who has not previously elected and agreed to participate in the drilling of the taest
well. Data obtgined by a party hereunder shall never be subject to the provisions of
Article 15 of this Exhibirt.

11. ABANDONMENT OF WELLS:

" No well which is producing or has once produced shall be abandoned without
the mutual consent thereto of the parties hereto. If any party (wheiher one or more)
,desires to abandon a well and the other party (whether oﬁe or more) does not agree to
abandon same, the party desiring to abandon shall so notify the_other party im writing,
and the latter shall have ten (10) days after the receipt of such notice in which to
elect whether to agree to such abandonment. If th; party receiving said notice elects
to agree to such abandonment, such well shall be abandoned by the Operator at the ex-
pense of the joint account and as mych as possible of the casing and other equipment in
and on said well shall be salvaged for the benefit of the parties hereto. If the party
receiving said notice fails>so to make an election or elects not to agree to said aban-
donment, such party shall purchase the interest of the parﬁy desiring to abandon in
said well, in the physical equipment therein and thereon and in that portion of the
working interest and leasehold estate hereinafter in this Article 1l provided; and,
within twenty-five (25) days after the receipt of said notice by the party not eleeting
tdhabandon, the party desiring to abandon shall execute and deliver to the other party
an assignment, without warranty of title, of its interest in sajld well and physical
equipment and in the working interest and leasehold estate in a tract surrounding said
well of an area.equal to that prescribed for one well #y the spacing rule of state.or
federal authority; pr?vided, that, if there be mo such established spacing rule, the
sassignment shall cover the interest of the party desiring to 2bandon in said well and
physicalhequipmenc and the working interest and leasehold estate in the forty (40)
acres surrounding said well if it {s an o0il well or in the s8ix hundred and fort§ (640)
acres surrounding said well if {t {8 a gas well, as nearly as possible in the form of

a square, with said well in the approximate center thereof; and provided, further,
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that such assignmeat shall convey the assignor's leasehold estate in the particular
horizon from which said well is producing, or last produced, but shall not include any
other well or any other formation or hurizon. In exchange for s;id aspignment, the
purchasing party shall pay to the assigniung party the salvage value of the latter's
interest in the salvageabla casing and other physical equipment in and on said well,
such value to be determined in accordance with the provisions of the Accounting Pro-
cedure, being said Exhibit "“B",

If, uader sny provision of the last preceding paragraph of this Article 11,
more than cne of the parties hereto has either (a) the obligation tu pay money or to

assign interests iun a well, physical equipment or working interest and leasehold estate

® or (b) the right to receive the payment of money or an assignment of any interest in a
well, physical equipment or working interest and leasehold estate, saild parties shall
pay said money, make such assignment, receive and divide such payment or take the ine
terest so assigned, as the case may be, (unless otwe:wise specifically agreed by the
parties involved) in the ratio of their respective interasts in the lease acreage
covered hereby prior to any such assignment.

.12, TAXES:

The Operator shall render, for ad valorem tax purposes, the entire lease-
hoid rights and interests covered by this sgreement and all physical property located
thereon or used in connection therewith, or such part thereof as may be subject to ad
valorem taxation under éﬁisting laws, or which may be made subject to taxation under
future laws, and shall pay, for the benefit of the joint account, all such ad valorem
taxes at the time and in ihé menner veauired by law which may be assessed upon or
against all or any portion of such leasehold rights and interests and the physical
property located thereon or used in connection therewith. The Operator shall bill the
Non-Operator for its proportionate share of such tax payments as provided by the
Accounting Procedure, being said Exhibit ''B".

Each Non-Operator shall reimburse the Operator for (&) the percentage of
the ad valorem taxes on personal property which is equal to such Non-Operator's per-
centage of participation in production, and (b) the ad valorem taxes levied on guch
Non-Qperator's leasehold'interesc or interests covered by this Agreement; provided,
however, that a Non-Operator owning less than the entive seven-eighths (7/8) leasehold
interest or interests covered by this Agreement shall reimburse the Operator for its
proporcion of the ad valorem taxes levied on the full leasehold interest, adjusted so

as to reflect a credit for payments based upon values assigned to and made on behalf
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of outstanding excess royalties, overriding royalties, and production payments.

In the event that any taxable valuation is assessed .upon or against said
propersy or any portion thereof, which the Operator deems to be unreasonable, it shall
be the duty of the Operator to protest said taxable valuation within the time and
manner as prescribed by law and to prosecute such protest to a final determination un-
less the parties agree to abandon such ﬁrotesc prior to final determination. When any
such protested valuation of such property shall have been determined, the Operator shall
pay for the joiné account the taxes thereon, tozether with any interest or penalty ac-
crued by reason Sf such protest, and shall.bill the Non-Operator for its proportionate
share of such payments in accordance with the Accounting Procedure, baing said Exhibit
e,

13. OPTION TO PURCHASE:

In the event that any party hereto receives a bona fide offer which it
is willing to accept for the purchase of such party's lease or leases covered hereby,
or any part thereof or interest therein, from a person, firm or corporation ready, able
and willing to purchase such lease or leases, or part thereof or interest therein, the
party hereto raeceiving said offer immediately shall give wriﬁ:en nofice thereof to
each of the other parties hereto, including in said notice the name and address of
such offeror, the price offered and all other pertinent terms and conditions of the
offer. The other parties hereto, for a period of fifteen (15) days after the receipt
cf said notice, shall have the prior ;nd preferred right and option, in the ratic of
their respective interests in the lease acreage covered hereby, to purchase the lease
or leases, or part thereof or interest therein, covered by said offer, at the price
and according to the terms and conditions specified in saiq offer.

If more than one of the other parties hereto desire to exercise such right
and option, such parties shall purchase the lease or leases, or part thereof or inter-
est therein, covered by said offer in the ratio of their respeciive interests in the
laase acreage covered hereby: |

If only one of the other parties hereto desires to exercise such right
arnd option, it shall have the right to purchase all the rights and interests covered
by said offer. If none of the other parties hereto exercises said right and option
by giﬁing written notice of f{ts acceptance within fifteen (15) days after receipt of
the abcve mentioned notice, the party which received said offer shall accept éaid offer
and cemplete said sale to the offeror in accordance with said offer within sixty (60)

days after the expiration of sald period of fifteen.(l5) days; provided, that, if the

-l1l-




P

s

party which received said offer fails to accept said offer or to complete said sale
within saild period of sixty (60) days, the preferred right and option of the other
parcies hereto under this Article 13 shall be considered as ravi;ed. and the party
which ;eceived said offer shall not complete said sale to said offeéor unless and une
til said offer again has been presented to the other parties hereto, as hereinabove
provided, and said other parties again have failed to elect to purchase on the terms
and éonditions of said offer. All offers at any time made to any party hereto for

the purchase of its lease or leases covered hereby, or part thereof or interest there-
in, shall be subject to all the terms and conditions of this Article 13. 1In the event
any offer to purchase which any party hereto is willing to accept includes other leases
or properties in addition to the lease acreage, or part thereof, covered hereby, then,
during the period of time above provided, the other parties hereto shall have the prior
and preferred right to purchase such lease acreage, or part thereof, segregated from
the other leases or properties included in such offer and at the fair cash market value
thereof as of the date of such offer.

The provisions of this Article 13 shall not apply to a transfer by a cor-
porate party hereto made in connectioq with any transaction between such party and its
parent, subsidiary or an affiliated company.

14, RSELATION OF PARTIES:

The rights, duties, obligations and liabilities of the parties hereté shall
be several, and not joint or éollective, it being the express purpose and intention of
the parties hereto that their ownership in the lease acreage covered hereby shall be
ag ten#nCS in common; and nothing herein contained shall ever be construed as creating
a partnership of any kind, joint venture, an association or a trust or as imposing
upon any or all oz tha parties hereto any partnership duty, obligation or liabiiicy.

Each party hereto shall be individually responsible only for its obligations, as set

o
Loy

t in this Agzreement.

Eazh party hereto hereby elects to be excluded from the application of
Subchapter K of Chapter 1 of Subtitle A of the Internal Revenue Code of 1954; insofar
as such Subchapter or any portion or portions thereof may be epplicable to the parties
in respect te the operations covered by tﬂis Agreement., Operator {s hereby authorized
and directed to execute o& behalf of each of the parties hereto such additional or
further evidence of said election as may be required by regulations issued under said
Subchapter K, or,should said regulaticns require each party to execute such further

evidence, each party agrees to execute such evidence, or to join in the execution
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thereof.

15. ACCESS_TO PREM{SES, LOGS AND REPORTS:

‘ The Operator sgall keep accurate logs of all wells drilled on said lesse
acreage, which logs shall be available at all reasonable times for inspection by the
Non-Operator. Upon request by a Non-Operator, the Operator shall furnish to such
Non-Operator copies of said logs, samples of cores and cuttings of formations en-
countered, and monthly reports relative to the development and operation of said
lease acreage, together with any other information which may be reasonably requested
pertaiaing to such wells. The Non-Operator shall have access to said lease acreage
and to all books and records pertaining to operations hereunder for the purpose of

inspection at all reasonable times.

16. SURRFNNER EZXPIRATION, ABANDONMENT OR RELEASE COF LEASE:

No leasc or leases covered hereby shall be surrendered, let to expire,
abandoned or released, in whole or inm part, unless the parties hereto mutually con-
sent thereto in writing. In the event that less than all the parties hereto should
elect to surrender, let expire, abandon or release all or any part of a lease or
leases covered hereby and the other party (whether one or more) does not consent or
agree thereto, the party (whether cne or more) so electing shall notify the other
party not less than sixty (60) days in advance of such surrender, expiration, aban-
donment or release and, if requested so to do by the party not so electing, imme-
diately shall assign without warranty to the latter parfy all its rights, title and
" interest in and to said lease or leases, the well or walls located thereon and the
caging and.other physical equipment in or on said well or wells. If the party not
80 electing fails to request such assignment within said period of sixty (60) days,
the party so elacting shall have the right to surrender, let expire, abandon or re-
lease said lease or leases or any part thereot. 1In the event such assignment is so
requested, the party to whom such assignment is made, upon the delivery thereof,
shall pay to the assigning party the salvage value of its interest in &ll thg gal-
vageable casing and other physical equipment in or on the assigned lease acreage,
sald value to be determined in accordance with the provisicns of the Accounting Pro-
cedure, being said Exhibit '"B". After the delivery of any guch assignment, the party
making the assignment shall be released from and discharged of all the duties and ob-
ligations thereafter accruing or afising hereunder with respect to the &asigned lease

or leases in coanection with the operation and development of the lease acreage., If

more than one of the parties hereto are assignees Iin any such assignment, such as-
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signees shall take the rights, property and interests assigned thereby, and shall pay
said salvage value in the ratio of their respective interests in.the lease acreage
covered thereby just prior to the assignment.

" 1/. LAWS AND REGULATIONS:

This Agreement shall be subject to all valid and applicable state and

federal laws, rules, regulations and orders, and the operations conducted hereunder

shall be berformed in accordance with said laws, rules, regulations and orders. In

the event this aéteement or any provision hereof is, or the operations contemplated

; hereby are found to be, inconsistent with or contrary to any such law, rule, regula-

;;” ? tion or order, the latter shall be deemed to control and this Agreement shall pe
regarded as modified accordingly and, as so modified. shall continue in full force

« A and effect.

18. FORCE MAJEURE:

In the event that any party hereto is rendered unable, wholly or ie pare,
by force majeure to carry out its obligations under this Agreement, other than the

obligation to make payments of amounts due hereunder, upon such party's giving notice

and reagonably full particulars of such force majeure in writing or by telegraph to

the other parties hereto within a reasonable time after the occurrence of the cause
relied upon, the obligationa of the party giving said notice, so far as they are afe
. fected by such force majeura, shall be suspended during the continuance of ary inab-
ility 80 caused, but Zor no longer period; and the cause of the forcs majeure as far
as péssible shall be remedied with all reasonable dispatch.
The term "force majeure" as employed herein shall mean an act of God,
strike, lockout or other industrial disturbance, act ui iLue public eme
[ ade, xiot, lightning, fire, storm, flood, explosion, governmental restraint, and any
' other cause, whether of the kind herein enumerated or otherwise, not reasonably with-
in the control of the party claiming suspension.

The settlement of strikes, lockouts and vilisr ilabor difficulties shall be
entirely within the discretion of the party having the difficulty. The above require~
ment that any force majeure shall be remedied wich all reasonable dispatch shall not
r~quire the settlement of strikes,; lockouts or other labor difficulty by acceding to
the demands of opponents therein when such course is inadvisable in che discretion ¢
the party having the difficulty.

19. CONTRIBUTIONS FRCM OTHERS:

if any party hereto at any time while this agreement is {n force receives
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a contribution of cash or acreage, or both, toward the drilling of any well upon the

lease acreage covered hereb}, said contribution shall be owned by the parties hereto

in the ratio of their respective interests in said well. All cash contributions so

receivqd shall be paid to the Operator and by it credited to the parties hereto ac~

\
cording to their respective intereusts in said well; provided, that such portion of

said cash contribution which is credited to each party hereto as is not required to

' liquidace'any unpaid balance of indebtedness due by said party to the Operator shall

be paid by the Qéera:or to such party. In the event that an acreage contribution 1s
made to one of the parties bareto, the party to which such contribution i{s made shall
promptly execuée and deliver to the other parties hereto an assignment, without war-
raaty, covering.proportionate interests in sald acreage aqual to their respective in-
terests in the well for which said contribution was made.

20. EFFECT OF AGREEMENT:

The terﬁs, covenants and conditions of this agreemeat shall be binding
upon, and shall inure to the benefit of, the parties hereto and their respective
successors (Br heirs) and assigns; and said terms, covenants and conditions shall
be covenants running with the land and leasehold pgstates covered hereby and with
each transfer or assignment of said land or leasehold estates.

21. ROYALTY, OVERRIDING ROYALTIES, PRODUCTION PAYMENTS, ETC.:

All royalty, overriding royalties, production payments, <arried working
interests, net profits obligations, and royalty in excess of one-eighth (1/8), to
which any party's lease covered hereby is subject, shall be borne and paid by such
party in accordance with the provisions of the lease, sssignment or other instrument

craating or pertaining to such obligations,
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ACCOUNTING PROCEDURE

(JOINT OPERATIONS)

I. GENERAL PROVISIONS

Definitions

*Joint Property" shall mean the real and personal property subject to the agreement to which this “Accounting Pro-
cedure" is attached.

“Joint Operations” shall mean all operations necessary or proper for the development, operation, protection and
maintenance of the Joint Property.

“QOperator” shall mean the parly designated to conduct the Joint Operations.

“Non-Operators” shall mean the nonoperating parties, whether one or more.

“Joint Account” shall mean the account showing the charges and credits accruing because of the Joint Operations
and which are to be shared by the Parties.

“Parties” shall mean Operator and Non-Operators.

“Material” shall mean personal property, equipment or supphes acquired or held for use¢ ocn the Joint Property.
“Controllable Material” shall mean material which at the time is so classified in the Material Classification Manual
as most recently recommended by the Council 6f Petroleum Accountants Societies of North America.

Conflict with Agreement
In the event of a conflict between the provisions of this Accounting Procedure and the provisions of the agree-
ment to which this Accounting Procedure is attached, the provisions of the agreement shall control.

Collective Action by Non-Operators
Where an agreement or other action of Non-Operators is expressly required under this Accounting Procedure
and if the agreement to which this Accounting Procedure is attached contains no contrary provisions in regard
thereto, the agreement or action of a majority in interest of the Non-Operators shall be controlling on all Non-
Operators.
Statements and Billings
Operator shall bill Non-Operators on or before the last day of each month for their prorortionate share of costs and
expenses, for the preceding month. Such bills will be accompanied by statements reflecting the total charges
and credits as set forth under Subparagrapn....... B .. _below:
. Statement in detail of all charges and credlts to the Jomt Account.
B Statement of all charges and credits to the Joint Account, summarized by appropriate classxflcanons indicative
of the nature thereof.
C. Statement of all charges and credits to the J omt Account summarized by appropriate classifications indicative
of the nature thereof, except that items of Controllable Material and unusual charges and credits shall be detailed.

Payment and Advances by Non-Operators

Each Nan-Operator shall pay its proportion of all such bills within fifteen {15) days after receipt thereof. If pay-
ment is not made within such time, the unpaid balance shall bear interest at the rate of six per cent (6%) ver
annun until paid.

Adjustments -

Payment of any such bills shall not prejudice the right of any Non-Operators to protest or question the correctness
thereof; provided however, all »ills and statements rendered to Non-Operators by Operator during any calendar
year shall conclusively be presumed to be true and correct after twenty-four (24) months following the end of ary
such calendar year, unless within the said twenty-four (24) month period a Non-Operator takes written excep-
tion thereto and makes claim on Operator for adjustment. No adjustment faverable to Operator shall be made
unless it is made within the same prescribed period. The provisions of this paragraph shall net prevent adjust-
ments resulting from a physical inventory of the Joint Property as provided for in Section VII.

Avdite

A Non-Operator, upon notice in writing to Operator and ail other Non-Opcraters, shall have the right to audit
Operator's accounts and records relating to the accounting hereunder for any calendar year within the twenty-four
(24) month period following the end of such calendar year; provided however, the making of an audit shall not ex-
tend the time for the taking of written exception to and the adjustment of accounts as provided for in Paragraph
6 of this Section 1. Where there are two or morc Non-Operators, the Non-Operators shall make every reasonable
effort to conduct joint or simultaneous audits in a manner which will result in a minimum of inconvenience to
the Operator.

II. DIRECT CHARGES
Subject to limitations hereinafter prescribel, Operator shall charge the Joint Account with the following items:

Rentals and Royalties

Delay or other rentals and royalties when such rentals and royalties are paid by Operator for the Joint Account

of the Parties.

Labor

A. Salaries and wages of Operator's employees directly engaged on the Joint Property in the conduct of the Joint
Operations, and salaries or wages of technical employees who are temporarily assigned to and directly
employed on the Joint Property.

B. Operator’s cost of holiday, 'vacation, sickness and disability benefits and other customary allowances paid to the
employees whose salaries and wages are chargeable to the Jpint Account under Paragraph 2A of this Scction II
and Paragraph 1 of Section III; except that in the case of those cmployees only a pro rata portion of whose
salaries and wages are chargeable to the Joint Account under Paragraph 1 of Section IIT, not more than the same
pro rata portion of the benefits and allowanres herein provided for shall be charged o the Joint Account. Cost
under this Paragraph 2B may be charged on a “when and as paid basis” or by "percentage assessment” on the
amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this Section II and Para-
graph 1 of Scction III. If percentage assessment is used, the rate shall be based on the Operator’s cost experience.

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are ap-
plicable to Operator’s labor cost of salaries and wages chargeable to the Joint Account under Paragraphs 2A
and 2B of this Section II and Paragrapn 1 of Section III,

D. Reasonable personal expenses of those employees whose salaries and wages are chargeable to the Joint Account
under Paragraph 2A ‘of this Section Il and for which expenses the employees are reimbursed under Operator's
usual practice.
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Opcerator’s current cost of established plans for en.ployces’ group life insurance, hospitalization, pension, retire-
ment, stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator's labor cost; pro-
vided however, the total of such charges shall not exceed ten percent (10¢.) of Operator’s labor costs chargeable
to the Joint Account under Paragraphs 2A and 2B of this Section I and Paragraph 1 of Section IIL

4. Material

Material purchased or jurnished by Operatar ior use on the Joint Propeily. So { -

cal and consistent with efficient and cconomical operation, only such Material shall be purchased for or transferred

to the Joint Property as may be required for immediate use; and the accumulation of surplus stocks shall be avoided.
5. Transportation . o

Transportalion of employees and Material necessiry for the Joint Operations but subject to the following limitations:

A. If Material is moved 1o the Joint Property from the Operator's warehouse or other properties, no charge shall
be made to the Joint Account for a distance greater than the distance from the nearest reliable supply store or
railway receiving point where like material is available, except by agreement with Non-Operators.

B. If surplus Material is moved to Operator’s warehouse or other storage point, no charge shall be made to ?he
Joint Account for a distance greater than the distance to the nearest reliable supply store or railw?y receiving
point, except by agreement with Non-Operators. No charge shall be made to Joint Account for moving Material
to other properties belonging to Operator, except by agreement with Non-Operators. .

C. In the application of subparagraphs A and B above, there shall be no equalization of actual gross trucking costs
of $100 or less.

6. Services

A. The cost of contract services and utilities procured from outside sources other than services covered by Para-
graph 3 of this Section II and Paragraph 2 of Section IIL

B. Use and service of equipment and facilities furnished by Operator as provided in Paragraph 5 of Section IV.

7. Damages and Losses to Joint Property

All costs or expenses necessary fcr the repair or replacement of Joint Property made necessary because of damages

or losses incurred by fire, flood, storm, theft, accident, or any other cause, except to the extent that the damage or

loss could have been avoided through the exercise of reasonable diligence on the part of Operator. Operator shall
furnish Non-Operators written notice of damages or losses incurred as soon as practicable aftev a report thereof
has been received by Operator.

8. Legal Expense

All costs and expenses of handling. investigating and settling litigation or claims arising by reason of the Joint

Operations or necessary to protect or recover the Joint Property, including, but nct limited to, attorneys' fees,

court costs, cost of investigation or procuring evidence and amounts paid in settlement or satisfaction of any

such litigation or claims; provided, (a) no charge shall be made for the services ot Operator’s legal staff or other reg-
ularly employed personnel (such services being considered to be Administrative Overhead under Section III), ex-
copt by agreement with Non-Operators, and (b) no charge shall be made for the fees and expenses of outside at-
torneys unless the employment of such attorneys is agreed to by Operator and Non-Operators.
9. Taxes
All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation
thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the Parties.
10. Insurance Premiums
Premiums paid for insurance required to be carried on the Joint Property for the protection of the Parties.
11. Other Expenditures

Any other expenditure not covered or dealt with in the foregoing provisions of this Section II, or in Section III,

and which is incurred by the Operator for the necessary and proper conduct of the Joint Operations.

III. INDIRECT CHARGES
Operator may charge the Joint Account for indirect costs either by use of an allocation of district expense items plus a
fixed rate for administrative overhead, and plus the warchousing charges, all as provided for in Paragraphs 1, 2, and 3 of
this Section IIT OR by combining all three of said items under the fixed rate provided for in Paragraph 4 of this Section
II1. as indicated next below:

OPERATOR SHALL CHARGE THE JOINT ACCOUNT UNDER THE TERMS OF:
[ Paragraphs 1, 2 and 3. (Allocation of district expense plus fixed rate for administrative overhead plus
warehousing.)
€1 Paragraph 4. (Combined fixed rate)
1. District Expense

Operator shall charge the Joint Account with a pro rata portion of the salaries, wages and expenses of Operator's
production superintendent and other employees serving the Joint Property and other properties of ine Operawn 1n
the same operating area, whose time is not allocated directly te the properties, and a pro rata portion of the cost of
maintaining and operating a production office known as Operator’s .. ... et e ettt e e e

office located at orneay ... ... o S (or a comparable office if location changed), and neces-
sary sub-offices (if any). maintained for the convenience of the above-~described office, and all necessary camps,
including housing facilities for employees if required, used in connection with the operations of the Joint Property
and other properties in the same operating area, The expense of, iess any revenue from, such facilities may, at the
option of Operator, include depreciation of investment or a fair monthly rental in lieu of depreciation. Such
charges shall be apportioned to all properties served on some equitable basis consistent with Operator’s accounting
practice.

s it is reasonably practi-
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Administrative Overhead

Operator shall charge administrative overhead to the Joint Account at the following rates, which charge shall be in
lieu of the cost and expense of all offices of the Operator not covered by Paragraph 1 of this Section 1III, including
salavies. wages and expenses of personnel assigned to such offices. Such charges shall be in addition to the salaries,
wages and expenses of employees of Operator authorized to be charged as direct charges as provided in Paragraphs
2 and 8 of Section Ii.

WELL BASIS (RATE PER WELL PER MONTH)
PRODUCING WELL RATE

DRILLING WELL RATE {Use -Current Producing Depth)
: -
{(Use Teoisl Dapth) . ' Al Wells
Weli Depth Each Waell First five Next Five Over Tan

matters before or involving goveinmental agencies shall be considered as included in the overhead rates provided for in
this Pavagraph 2 of Section III, unless such cost and expense are agreed upon between Operator and Non-Operators
as a diveet chavge to the Joint Account.




3. Opcrator’s Fully Owned Warehouse Operating and Muintenance Expense
(Deseribe fully the agreed nrocedur io be Solloved by thie Opetutoi

4. Combined Fu-cd Rates
Operator shall charge the Joint Account for the services covered by Paragraph 1, 2 and 3 of this Section III, the
following fixed per well rates:
WELL EASIS (RATE PER WELL PER MONTIH)
‘ PRODUCING WELL RATE

DRILLING WELL RATE {Use Current Producina Depth)
{Use Total Depth) . All Wells
Well Depth Each Well First Five Next Five Qver Ten
.. ..0=hooOo' . $325 .. .. E‘. 65 e RO $ 45 .
. hoo0-800Q" ... W75 95 80... U - SO
..... 8000-12000 . oo ST B o dAS SSSRRR o NSRS - - S
44444 Over 12000 ... .......650 . . 130 e e A e AOQ

Said fixed rate (skaiX) (shall not) include salaries and expenses of production foremen.

5. Application of Administrative Overhead or Combined Fixed Rates
The following limitations, instructions and charges shall apply in the application of the per well rates as provided
under either Paragraph 2 or Paragraph 4 of this Section III:

A. Charges for drilling wells shall begin on the date each well is spudded and terminate on the date the drilling or
completion rig is released, whichever is later, except that no charge shall be made during the suspension of
drilling operations for fifteen (15) or more consecutive days.

B. The status of wells shall be as follows:

(1) Pruducing gas wells, injection wells for recovery operations, water supply wells utilized for water flooding
operations and salt water disposal wells shall be considered the same as producing wells.

(2) Wells permanently shut down but on which plugging operations are deferred shall be dropped from the
well schedule at the time the shutdown is effected. When such a well is plugged a charge shall be made
at the producing well rates.

(3) Wells being plugged back, drilled deeper, converted to a source or input well, or which are undergeing any
type of workover that requires the use of a drilling or workover rig shall be considered the same as drilling
wells,

(4) Temporarily shut-down wells, which are not produced or worked upon for a period of a full calendar month,
shall not be included in the well scheduls nravided however, wells shut in by governmental regulatory
body shall be included in the well schedule only in the event the allowable production is transferred to some
other well or wells on the Joint Property. In the event of a unit allowable, all wells capable of producing
will be counted in determining the charge.

{5) Gas wells shall be included in the well schedule if directly connected to a permanent sales outlet even
though temporarily shut in due to overproduction or failure of purchaser to take the allowed production.

(6) Wells completed in multiple horizons, in which the production is not commingled down hole, shall be con-
sidered as a producing well for each separately producing horizon.

C. The well rates shall apply to the total number of wells being drilled or operated under the agreement to which
this Accounting Procedure is attached, irrespective of individual leases. )
The well rates shall be adjusted on the first day of April of each year following the effective date oi the agree-
ment to which this Accounting Procedure is attached. The adjustment shall be computed by multiplying the
rate currently in use by the percentage increase or decrease in the average weekly earnings of Crude Petroleum
and Gas Production Workers for the last calendar year compared to the preceding calendar year as shown by
“The Index of Average Weekly Earnings of Crude Petroleum and Gas Production Workers” as published by the
United States Department of Labor, Bureau cf Labor Statistics. The adjusted rates shall be the rates currently
in use, plus or minus the computed adjustment.

6. For the construction of compressor plants, water stations, secondary recovery systems, salt water disposal facili-
ties, and other such projects, as distinguished from the more usual drilling and producing operations, Operator
in addition to the Administrative Overhead or Combined Fixed Rates provided for in Paragraph 2 and ¢ of this
Section III, shall charge the Joint Account with an additional overhead charge as follows:

A. Total cost less than $25,000, no charge.

B. Total cost more than $25,000 but less than $100,000, _3 % of total cost.

C. Total cost of $100,000 or more,_3 ¢ of the first $100,000 plus _2 9 of all over $100,000 of total cost.

Total cost shall mean the total gross cost of any one project For the purpose of this Paragraph the component parts

of a single nraject shall not ko treated scparately and the cost of driliing wells shalt be excluded.

7. The specmc rates provided for in this Section III may be amended from time to time by mutual agreement between
the Parties hereto if, in practice, the rates are found to be insufficient or excessive.

1V. BASIS OF CHARGES TO JOINT ACCOUNT
Subject to the further provisions of this Section IV, Operator will procure all Material and services for the Joint Prop-
erty. At the Operator’s option, Non-Operator may supply Material or services for the Joint Property.
1. Purchases
Material purchased and service procured shall be charged at the price paid by Operator after deduction of all dis-
counts actually received.
2. Material furnished from Operator’'s Warehouse or Other Properties
A, New Material (Condition “A”)
(1) Tubular goods, two inch (2"”) and over, shall be priced on Zastern Mill base (i, e. Youngstown, Ohio; Lorain,
Chio; and Indiana Harbor, Indiana) on 1 minimum carlead basis effective at date of movement and f. 0. b.
railway receiving point nearest the Joint Property, regardless of quantity. In equalized hauling charges,
Operator is permitted to include ten cents (10c) per hundred-weight on all tubular goods furnished from
his stocks in lieu of loading and unloading costs sustained.
(2) Other Material shall be priced at the current replacement cost of the same kind of Material, effective at date
of movement and f. 0. b. tie supply store or railway receiving point nearest the Joint Property where
Material of the same kind is available.
(3) The Joint Account shall not be credited with cash discounts applicable to prices provided for in this Para-
graph 2 of Section IV.
B. Used Materia! (Condition “B"” and *“C")
(1) Material in sound and serviceable condition and suitable for reuse without reconditioning, shall be classified
as Condition “B” and priced at seventy-five per cent (759 ) of the current price of new Material.
(2) Material which cannot be classified as Condition “B"” but which,
(a) After reconditioning will be further scrviccable for original function as good secondhand Mlaterial
(Conadition “B"), or
{b) Is serviceable for original function but substantially not suitable for reconditioning, shall be classifi-
e¢d as Condition “C” and priced at fifty per cent (30‘ ) of current new price,
(3) Obsolete Material or Material which cannot be classified as Condition “B” or Condition “C” shall te priced
at a value commensurate with its use. Material no lon:;ez suitable for its original purpose but usable for
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* _ some othicr‘purpose, shall be priced on a basis comparable with that of items normally used for such other
purposc. o L
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price of new Material.

Premium Prices

Whenever Material is not readily obtainable »t prices specified in Paragraphs 1 and 2 of this Section 1V because of

national emergencies, strikes or other unusual causes over which the Operator hus no control, the Operator may

charge the Joint Account for the required Material at the Operatar's actual cost incurred in procuring such Malerial,

in waking it suitable for use, and in moving it to the Joint Property, provided, that notice in writing is

furnished to Non-Operators of the proposed charge prior to billing Non-Operators for such Material. Each Non-

Operator shall have the right, by so electing and notifying Operator within 10 days after receiving notice from

Operator, to furnish in kind all or part of his share of such Material suitable for use and acceptable to Operator.

Warranty of Material Furaished by Operator

Operator does not warrant the Material furnished. In case of defcctive Material, credit shall not be passed to the

Joint Account until adjustment has been received by Operator from the manufacturers or their agents.

Equipment and Facilities Furnished by Operator

A. Operator shall charge the Joint Account far use of equipment and facilifies at rates commensurate with cost of
ownership and operation., Sush vates shall inelude cost of malntenante, repairs, other operating expense, {R=
surance, taxes, depreciation and interest on investment not to exceed six per cent (6%) per annuir, provided
such rates shall not exceed those currently prevailing in the immediate area within which the Joint Property is
located. Rates for automotive equipment shall generally be in line with the schedule of rates adopted by the
Petroleum Motor Transport Association, or some other recognized organization, as recommeded uniform charges
against Joint Property operations, Rates for laboratory services shall not exceed those currently prevailing if
performed by outside service laboratories. Rates for trucks, tractors and wel} service units muy include wages
and expenses of operator,

B. Whenever requested, Operator shall inform Non-Operators in advance of the rates it proposes to charge.

C. Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient.

V. DISPOSAL OF MATERIAL

The Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus Condi-
tion “A” or “B” Material. The disposition of surplus Controllable Material, not purchased by Operator, shall be subject
to agreement between Operator and Non-Operators, provided Operator shall dispose of normal accumulations of junk
and scrap Material either by transfer or sale from the Joint Property.

1.

1.

5.

The

o

Material Purchased by the Operator or Non-Operators

Material purchased by either the Operator or Non-Operators shall be credited by the Operator to the Joint Account
for the month in which the Material is removed by the purchaser.

Division in Kind

Division of Material in kind, if made between Operator and Non-Operators, shall be in proportion to the respective
interests in such Material. The Parties will thereupon be charged individually with the value of the Material re-
ceived or receivable. Proper credits shall be made by the Operator in the monthly statement of operations.

Sales to Qutsiders

Sales to outsiders of Material from the Joint Property shall be credited by Operator to the Joint Account at the net
amount collected by Operator from vendee. Any claim by vendee related to such sale shall be charged back to the
Joint Account if and when paid by Operator.

VI. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT
Material purchased by either Operator or Non-Operators or divided in kind, unless otherwise agreed to between
Operator and Non-Operators shall be priced on the following basis:
New Price Defined
New price as used in this Section VI shall be the price specified for New Material in Section IV.
New Material
New Material (Condition “A”), being new Matericl procured for the Joint Property but never used, at one hundred
per cent (1009%) of current new price (plus sales tax if any).
Good Used Material
Good used Material (Condition “B’”), being used Material in sound and serviceable condition, suitable for reuse
without reconditioning:
A. At seventy-five per cent (75%) of current new price if Material was charged to Joint Account as new, or
B. At sixty-five per cent (65%) of current new price if Material was originally charged to the Joint Account as
secondhand at seventy-five percent (75%) of new price.
Other Used Material
Used Material (Condition “C”), at fifty per rent {80¢.) of current now price, Lelng used Material which:
A. Is not in sound and serviceable condition but suitable for reuse after reconditioning, or
B. Is serviceable for original function but not suitable for reconditioning.
Bad-Order Material
Material (Condition “D"), no longer suitable for its original purpose without excessive repair cost but usable for
some other purpose at a price comparable with that of items normally used for such other purpose,
Junk Material
Junk Material (Condition “E”), being obsolete and scrap Material, at prevailing prices.
Temporarily Used Material
When the use of Material is temporary and its service to the Joint Property does not justify the reduction in price as
provided for in Paragraph 3 B of this Section VI, such Material shall be priced on a basis that will leave a net charge
to the Joint Account consistent with the value of the service rendered.

VII. INVENTORIES
Operator shall maintain detailed records of Material generally considered controllable by the Industry.
Periedic Inventorics, Notice and Representation
At reasonable intervals, inventories shall be taken by Operator of the Joint Account Material, which shall include
all such Material as is ordinarily considered controlizble. Written notice of intention to take inventory shall be
given by QOperator at least thirty (30) days before any inventory is to begin so that Non-Operators may be repre-
sented whep any inventory is taken, Failure of Non-Operators to be represented at an inventory shall bind Non-
Operators to accept the inventory taken by Operator, who shall in that event {urnish Non-Operators with a copy
thereof.
Keconciliation and Adjustment of Inventories
Rceconciliation of inventory with charges to the Joint Account shall be made, and a list of overages and shortages
shall be jointly determined by Operator and Non-Operators. Inventory adjustments shall be made by Operator
with the Joint Account for overages andé shortages, but Operator shall be held accountable to Non-Operator only
for shortages due to lack of reasonable diligence.
Snecial Inventories
Special inventories may be taken whenever there is any sale or change of interest in the Joint Property. It shall be
the duty of the party selling to notify all other Parties as quickly as possitle after the transfer of interest takes
place. In such cases, both the seller and the purchaser shall be governed by such inventory.




Exhibit “C"

OWNERSHIP SCHEDULE
LONG DRAW UNIT AREA

{ Per Cent of Parti-

cipation in Cost Per Cent of Cost tion in Prodn
Net Acres Per Cent of of Drilling and of Drilling and All Wells
Tract in Acreage Com- Completing First Completing Sub- of Royalty,
No. Working Interest Owmer Unit Area mitted to Unit Test Well sequent Wells alty and F
i, 3,5, 8 California Cil Company 220.00 26.87l17 None 6.71854 ;
2, 7 Leonard 0il Company 714.79 21.82885 21.82885 21.82885 22.14
;;‘ L, 6 Gulf 0il Corporation 80.00 2.44310 2.44310 2.44311 2.4
i
10, 11, 13, 1k, Pan American Petroleum 1619.73 29.30903 56.18320 L9 . L6465 ko.
15-4, 16, 1, Corporation
| 35 8
12 Union 0il Company of 640.00 19.54485 19.54485 19.541485 19.4
California
9 Thomas connell 80.00 None None None
15 Hondo .0il & Gas 160.00 None None None Non
Company
3514.52 100.00000% 100.0C000% 100. 00000% 100.04

NOTE: Since Hondo Qil & Gas Company and also Thomas Connell et ux. are

uncommitted to this Unit Operating Agreement as of the date hereof R
their net acreage has been excluded, leaving a balence of 3,27L.52
acres, which figure was used for the above computations.




Exhibit “C"

OWNERSHIP SCHEDULE
LONG DRAW UNIT AREA

Per Cent of Parti-
cipation in Cost

Per Cent of Cost

Per Cent of Participa-~
tion in Production from

Net Acres Per Cent of of Drilling and of Drilling and All Wells After Payment
in Acreage Com- Completing First Completing Sub- of Royalty, Overriding Roy-
est Owner Unit Area mitted to Unit Test Well sequent Wells alty and Production Payments
Company 220.00 26.87417 None 6.71854 6.69768
T14.79 21.82885 21.82885 21.82885 22.18456
oration 80.00 2.44310 2.44310 2.44311 2.43552
Petroleum 1619.73 29.30903 56.18320 kg hekes 49.24831
pany of 640.00 19.54485 19.54485 19.5LL85 19.43393
1 80.00 None None None None
jas 160.00 None None None None
)
351h.52 10C . 00000% 100.00000% 100.00000% 100.00000%

NOTE: Since Hondo 0il & Gas Company and als0 Thomas Connell et ux. are
uncommitted to this Unit Operating Agreement as of the date hereof,
their net acreage has been excluded, leaving a balance of 3,27L.52
acres, which figure was used for the above computations.
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BEFORE THE

NEW MEXICO OIL CONSERVATION COMMISSION

Santa Pe, New Mexico
April 8, 1964

Examiner HRARING

IN THE MATTER OF:

Application of Pan American Patroleum
Corporacion for a unit agreemeat, Eddy
County, New Mexico.
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General Court Reporting Service

Suite 1120 Simms Building

DEARNLEY, MEIER, WILKINS and CROWNOVER

Phone 243-6091

Albuquerque, New Mexico

PAGE 2

MR. YUTTZR: We will call Cas2 3025,

MR. TPURRETT: Application of Pan Am2cican Patrolaum

Corpors -ion for a unit agraoment, Bddy County, Vew Mexico.
MR.

MALOYE: May it plzass the Commission, Charlie Malon

tnasseas

wde

of Atwood and Malone, for the applicant, W3 have two w

and six exhibits. Ceculd our witnzsses bz sworn?
(Witnesses sworn.)

(Whereupon, Applicant's Exhibits 1
through 6 marked for identification

JOHN H. THOMPSON, called as a witnsss, having bsen first
duly sworn, was examinad and tsstified ac follows:
PIRECT TXAMIVATICN
BY MR, MALOWE:

Q0 Would you plaeasn

~e h] . 2 D Vo ire Y e e 4o o
A Tty Scaflf Loandmen for Par Avoricay Poipo? sunm LOrDOratl1on
- S B N
[T NEE 2 DGR
. Sy . Y o~ I . - PR -~ . =
0 T Cii A grvalead o1n Lo DD SCALIOn URe Ll il
LI . - i ~es -
JHOISC O O MEER RS il
xr 3.
.'\s v,,y‘, HEY P
) ~ . ., . ’
2 A yomop w1l A it dor il ot application and Iis
. IS “ i 4
coriunes?
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Q Briofly, what do=s tho applicant sesk hers?

A We sesk the approval of thiz Lorg Traw Unit Area
comprising approximatzly 3514 acrzs in Township 20 South, Rangss
23 and 24 Bast, Bddy County, Vew Mexico.

Amsrican havsa

Q@ Toes Pan any spacific desires with raspect

to thes information which will bns put in the record today?
A Yes. We would like for the information ta b2 kapt

confideontial for a limited time.

®  Referring now to what has bsen marked as Bxhibit 1,
would you state what this is, pleasse?
A That is the proposed form of unit agreement.

Q@ VWhat form was usad for Jdrafting this exhibit?

A Tts the model form revised according to the prasant
regulations.

Q@ Ard in spsaking of th2 modol form, you mzan th2 one

prascribad by ths Code of Federal Rsgulations for Faderal Lands?

4ot

A That is rigirit.

Q  Has ihe form, as shown in Bxhibic 1, boon approved by

the Conmianicner of Public Lands?

A Toowan approved, butb chsies havy Loy aens medilications
in iv, dn oaccoecedan with the roauost of ho Use S. CGaological
PR IR J

0 And hiewo laed homgsa roquesid by thy Toiv.d Siaiecs
Coolozical Surve, Loy submiin:d oo e T stenae?
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General Court Reporting Service

Suite 1120 Simms Building
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Albuquerque, New Mexico

A They wz2re submicted yostorday, and Mrs. Raah, R-c-edy of
the Commissionar's O0ffice, advissd ms varbally this morming that
she had no objsction to thoess changes.

Q Will you be willing to obtain from Mrs. Redh a lettar
affirming the approval of the Commissionsr to theses changes énd
furnmish it to the Commission?

A Yes, T aw willing.

Q@ With rsspect to Txhibit “Yumber 2, does this reprasent
the original lztter from th: Commissionsr approving the form of
the unit agreement?

A Yss, it does.

Q Prior (o thssz last minuts changes that you mentionsd?

Q Toos Bxhib it Wumber 3 represant the approval by Acthur
Baker, tho Accounting Tircctor of ths United Statss CGuoclogical
Survey, of the form of tha unit agroemsnt?

A Tes, it doss.

et
8
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I notice in the conteze paragraph in TOxhibic Mumboo 3 tho
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Phone 243-6601

Albuguerque, New Mexico

Jo not bolieve, will interfers with the opsration of thes unit,

withh rospect to Jjeinder of ownors of working interssts in the
propesad Unic Arca?

A Al11l of the partiss owning working interest in the Unit
Arsa have agrs2d to commic thair acrsags with the excoption of

T

Tract “Mumbar @, which iz an SO acr3 tract ownad by Thomas Connall,
who at the present tire sa2ys bz is willding to sign th: unit agrea-
srt but not th2 unit opsrating agreumsni, which of courss, would

not b2 a commitmant, and thorofors that is somathing wo shall hav%

to work out. Howasver, ths sizs of the tract and its location, we

Q@ For the clarity of "the rcocerd this Connsl? tract, which
you dasignated as Yumbar 9, appears on Sxhibit A to the Unit
Agrezment, and this Txhibit A for tho ready rofersnes of the
Txaminzr has a paper clip on ite Tt's toward the back of the Unit
Agresment, This Connell tract 18 in the sxtrome northwost part of
the proposad unit, is chat corcoed?
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A That is correcte Iowev .t w: 321 that this will not

interfzre also with tic opzration of thy unit.

o

The total acrsags in the two tracts you'vs mentionad,
9 and 15, rsferrcd to as Connsll and Honde, is a total of 24¢C
acres out of thz propesed zrea of 3,514, is that corizct?

A Tart is corcoct. T might mention that in connuction
with Tract 12, which is ownsd by Union 0il Company, covsring all
of Szsction 25, ths ratification of the vnit and th? unit operating
agreament, has b22sn recommasnded by thzsir Pistrict Cffice at Riswel
and by thesir Tivision Offices at Midland to thair
Califorﬁia Executive Committss, but Cue to the shortness of time

the Sxecutive Comnmittee in Califorria has not yet acted, or at

lsast sarly this morming; howsvar, they Jo sxpsct approval moment
arily.

Q Te it true that you havs coms dsadlinas in coennsction
with thass lsascs which has caused the propesal of this unit to
be done rathsr quickly?
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A There is the usual provision for subscquent joinder in
toth the unit agreement and the unit opesrating agraesment.

Q Is thare anything further that you wish to state with
respect to the ownorship of the lands as raeflected on ®xhibit A
contained in Conmission Exhibit 1. What is the percentage of the
Fzderal and State owmership, and is there any Fae ownsrship?

A There is no fee ownership and the arza comprisss approxi
mately 90 parcent Federal land and 10 percsnt Stats land.

Q  Under the propossd unit agreament, what is the drilling
operation of the operator with respsct to depth?

A The unit agreamant the obligation is to tsst all forms
of Pennsylvanian ags. We are proposing maximum depth of 9300
feet, which w2 believe will pencirats the Mississippian formation
probably 200 fzest, so that ws feoel tﬁat it will bs adsquately

tastad.

A That is correct.
. Nl Y b -
8] Winat is you Txiivie Nomuoar P B
te s 3 . N 2 a3y g I N L T | N
A Txhibic Yuwboe 4 ods ove propacsd univ oprrating agrooe-

R O S SE B T VA R I T A .
MU0 WILLCHD H0E vl on SRt iLuoy wo alil PALLILS
Y7, .- LI UL SRR L S | PO ~ Jo— - z
Q ors axniote Momboro 5 uldie }nl\)p\)ﬁ_,d dn L 2Zueein Lng and
A Y . B -y B NE l te yraal -y R P ST
Ty MIT OPTHNOLArT A Ly, TOoTaLe 220l Uy oyolt o undsr your




’

v MEIER, WILKINS and CROWNOVER

DEARNLE

General Court Reporting Service

Suite 1120 Simns Building

PAGE ©

Phone 243-6601

Albuquerque, New Mexico

A Yes, thsy warde

Q In your opinion in the handling of oil and gas lands
leases, would the approval of this application by the Commissio
tend to prevent wasts and protact corrolative rights?

A In my opinion it would.

Q To you have anything furthsr that you wish to add to
your testimony at this time?

A Only that we would certainly appraciats proupt action
the Commission in order that we can accomplish th's Ppurpose by
April 30th.

MR. MALO¥E: That concludas the direct sxamination of
this witnessSe. |
CROSS EXAMIVATION
BY MR. NUTTER:

Q  Mr. Thompson, T misunderstood you I think. At first

didn't you stats that all the working interests has agrazd te §

except Tract 9 and 15, or did you stace that they had signad?

- LR
A
qn  And thon that would cxclude Tract 127
: o 3 N v, P . TS
A T prebably Shonld corrool that, tasloon co tho short
FREINN 3 T FR ' ~ ~ .
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of Union, and thoy t211 us that in 99 parcent of the casss which
thoy bave submitted to their California officz thoy have reccoived
approval.

Q@ The othar working interest owners baing California
Company, Lsonard, --

A Gulf.

Q Gulf and Pan Aierican?

A Pan American, they have all agreaé.

Q Have they actually signed?

ve do have telzgraph comwmitments

et

A They havz not sign=d.
from cach one, but they are willing to sign them.
MR. NUTTER: Any other questions of Mr. Thompson? You
have arother witness te testify to the geology?
MR. MALOYE: Yes, Mr. Examinar.
MR. NUTTER: ‘lir. Thompson pay bz axcusad.
(Witnass 2xcusad.)

ila 7. TEEL, callzd as a wiinsss, having buzen first Suly

S

-t

sorn, was sxamined and tostifisd as follows:

TIRECT WYAMINATTIOY

Ry oun VIS T ORI .
DY MR, ALY
0 Would you ploase state your noms oand businass addross?
A hHe T, Tood, Pay Awcoicon Potreluuow Cerpoiniien, Tubbocek
T‘,:\OS.
2 AR Fagion?

B W o P TS T A, L

ey e e

e e

ok ey A
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A I am Nistrict Gsclogist for Pan American .

Q@ Mr. Teel, are you familiar, personally, with thes matters
dealt with in this application?

A Tos, sir, T anm,

Q Tou havs not previously tastifi:d befors this CommissioJ
on matters of geology, is that correct?

A That is corrsct.

Q Would you briefly state your training and sxperience in
this ficld?

A Yes, sir. 1 graduatsd from the University or T=xas in
1939 with a Bachelor of Science in Geology. I nave worked 17
yoars foi Pan Amcrican Potrolsum Corporation, the last ton ysars
being District Geologist, the last five ysars T have beesn handling
Southeastein Vew Mexico.

Q@  And ths area in this application is under your jurisdic-

tiow at Lubkock?

MR, MALOYT:  Would ithe qualificaiiors of this witnoss be

satislactory?

A\ oL s e
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colorad areas boing the tr
pretty well definad by control
the south end of the maps, and
the Abo reef is not continuous
Basin, but that it is breached
have an indication hers in Sac
the Long Traw Unit, the Carper

1-A vhich had

reel at this peint. We also have a gravity minimum in this

wirich back up this particular breaching.

the proposad unit --

0 Pardon me

A Southwest, T bzg your nardon. At ths

of ih2 proposzd Long Traw Unit
catzs nat we have a bLresacn ir

~

2nd of th~ Abo

for inizrrupting.

iro2fe  The Abo rzef is

that wo have beth at the north and

we know from past history that
around the rim of the Telaware
or interrupted in wany places.

Prilling Company Yumbar C, “umbe
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Is that southwest?
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T R T

is also backed up by gravity and also by th: Carper W21l which
has no reef.

At ths southwest cemsr of tne area wo have a brzach in the

. S 2 VO T T:
rocf which is backed

pete

up by gravity and also indicated by this
ssmcline on the contour map.
Q That synclins you mentioncd at the southwest corner of

the proposed unit arsa, is the nos® extending from the lowor right

Phone 243-6691

side to the uppsr lsft side of the southwest corner of the unit?
A That is correct.
Q@ Why have you depicted Abo as you svaluats it hers on

Exhibit 5, why is tha Abo pertinent?

A  VWe believe that it is tho primary oljective within this

Albuquerque, New Mexico
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the urit sem2 s2ven op 23izit wilss, $» Sactior 19 wo have thz Tor
Browr Trilling Corpany o211,
Q@  You are raferring now to ?xhibit §, arantt you?

A ®xhibic €, y2s, sir. Which was complatsd from 2 Cisco

Carbornats for 2.2 millien cubic f22t of gas par Jay. You have the

1 B - LSRN RN et - [CP.\s T
Browm w2ll te the south, Browm YMunbtar 1, and Antslep2 &Y, T was
+ - . B 3 - \{ v, bl r
dang2 in thils zome and als: danzz in Tem Beowm Yunbor 1 Kowan

ave that porous carbonat2 swvings

e

in Section 2. Thorafor2, w2 b2l
to the cast of both of th> Brown wolls, and swings around this

nosz. Therefors, in this particular unit arza w3 havs an 2xc2llany

St

[ N

chance for Upper Cisco carbonates producing similar to tha Tom

Brown wall hers in Soction 1°.
Furthzrmors, now w2 nave the Merrew production, which has
bsen :siablish:? in the Brown Mumbor 1 Kowanze Jocatad in Saction

2. Tt was completzd for 2.0 willion cubif feoxt of

also, fucther to the scuth In the 20st aciiv: ap2a in Maw YMaxice id
4

rowy Lhe YMorecew, Mool of oo wolls Jows bicea, wndonn thzer ao
SeteTownn e i, el p e peedne e g L2 Moveew.s o Tho
nizhose poetoneial da in i Redph Low Yurcoe 1-8 Tndian Basin,
wiiich Cconpioend Toe J0,000,020 cnbie Do ol ges Doow Sh Moo,
Ticcoefoes, woooes siodio, Do e e o Mo e s s e das i en,
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A  Kewanse “tat:.

>

-~ Kew;anee Stat?

A Thereforz, In this particular arsa we think we have a-

stacking of pay zoncs, bsing th: Abo Resf of reughly 3950, ths

Cisco at 6450, the Ateka Morrow soction at €800 foot. 3
Q Ts it the inteniion of (he applicant in tho tast woll

under this propesad ueit to tast 211 of thes: throe fornacvions?

Phone 243-6001

A  Tos, sire We plan to drill at least 200 fast into ths

Mississippian formatjon to bs pesitive that ws complaealy

pene-

trate all of the Pannsylvaniar.
Q@ In your opinion, would the unitization and opsration

of this proposcd arsa undar the propossd unit agraement tand to

prevent waste and protzet corrzlativs
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A Tos, sip, it would,

Albuquerque, New Mexico

Q@  Ware Txhibit Yumbsrs 5 and € prepar:d by you or undar

General Court Reporting Service

Suite 1120 Simms Building

wur Jdirsct supuovision?

DEARNLEY, METER, WILKINS and CROWNOVER

4 Tois, siv, thuey wo o,
a Meo Toob, Jo you hiave anpilhidng foether thoo you wish oo |
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i A Vo, sir, nothing further.
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Hz may b2 axcusade

Phone 243-6091

(Witness sxcusede)
wg. NUTTZR: You have nothing furthsr, Mre Malona?
{R. MALOWES Nothing ruiticis, V. Bxaminile
MR. YUTTER: o2y anyons pave anything thay wish to
offer in Case 30257 We will taks tho casa under advissment and

Albuquerque, New Mexico

(Woon Re

MR, NUTTERS

(Whireupony

Pous anyons hav=

‘Tou coversd it pratiy adequataly.

rocess ths hearing antil 1:30.

25S5e)

App]lcant's
theough © wars admittad

any quastions

tyy evidoncoe

ol Mr. T20217

Tchibits 1 ‘
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STAT® OF Y7W MZXICC )
) s=s.
COUNTY OF BERWALILLC )

I, ATA TTARNLEY, Court Reportar, do hereby certify that the
foregoing and attachod transcript of procsedings bafore the Vaw
Mexico 0il Conservation Commission at Sania F2, Vow Muxico, is a
truz and corrsct rocord to thr bost of my knowledgs, skill and
ability.

IV WITY=RS WHEREOF T hav: affixed my hand and notarial scal

this 14th day of April, 1964.

’/2i215é// 'l ’
- .S T I,

Votary Public - Court Reporterns

A f
v

My Commission Bxpires:
Juns 19, 1967
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Case No.

g e GRENET IR e Y

Wt Nt N S St nastl St Nt sl st sl st “wartt Nwt

- e e s M S e G M e M & ey B = W W e W W W S -

BEFORE: Daniel S5. Matter, Examiner

TRANSCRIPT OF HEARING




—

DEARNLEY, MEIER, WILKINS and CROWNOVER

General Court Reporting Service

Suite 1120 Simms Building

Phone 243-6091

Albuguerque, New Mexico

MR. NUTTBR: We will call Case 3025,
MR. MURRETT: Application of Pin Americam Pstroleum
Corporation for a unit agreement, Eddy County, New Mexico.
MR. MALONE: May it pleiso the Commission, Charlie Mllon#
of Atwood and Malone, for the applicant. We have two witnessas
and six exhibits. Could our witnesses be sworn?
(Witnesses sworn.)

{(Whersupon, Applicant's Exhibits 1
through 6 marked for identification

JOHN H. THOMPSON, callsd as a witneas, having been first
duly sworn, was examined and testified as follows:
PIRECT EXAMINATION

BY MR. MALONE:

Q Would you please state your name and your business
address?

A John H., Thompson, of Lukhock, Texas.

Q Your occupation, Mr. Thompson?

A I'm Staff Landman for Pan American Patroleum Corpcration
at Lubbock.,

Q Is the area involved in this application undar the
jurisdiction of your office?

A Yes, it is.

Q Are you varsonally familiar with the application and its
contents?

A Yes, I am.

@
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Q Briefly, what does the applicaat seak here?

A We soek the approval of the Long Praw Unit Area
comprising approximately 3514 acres in Township 20 South, Ranges
23 and 24 RBast, Bddy County, New Mexico.

Q@ Toes Pan American have any spacific desires with respacT
to the information which will bs put in ‘the record today?

A Yes. VWe would like for the information to be kapt
confidential for a limited tima.

Q Referring now to what has been marked as Bxhibit 1,
would you statoe what this is, pleasse?

A That is the proposed form of unit agreement.

Q What form was used for drafting this exhkibit?

A Its the model form revised according to the present
regulations.

Q And in speaking or the model form, you msan the one
prescribed by the Code of Federal Regulations for Federal Lands?

A That e right.

Q Has the form, as shown in Exhibit 1, been approved by
the Commissionsr of Public Lands?

A It was approvsd, but there have bsan some modifications
in it, in accordance with the raquest of tha U, S. Gasological
survey.

Q  And have thosa changes requested by the United States

Gavlogical Survaey been submittsd to the Comnissioner?

®
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A fhey wo»s submitted yasterday, and Mrs. Reah, R-3-a-h, of
E _ the Commissioner’s Office, advised me verbally this merning that

she ha? no objection to thess changes.

Q Will you bs willing to obtain from Mrs. Reah a letter

affirming the approval of the Commissioner to these changes and

furmish it to the Commission?

A  Tes, I am willing.

Phone 243-6691

ot

Q With respect to Exhibit Number 2, does this repressa
the original letter from the Commissioner approving the form of

the unit agreament?

A Yes, it does,
Q Prior to thass last minute changes that you mentioned?
A  Yes, it does.

Q TPoes Bxhibit Numbsr 3 represent the approval by Arthur

Albuquerque, New Mexico

Baker, the Accounting Pirector of the United States Geoclogical

General Court Reporting Service

Suite 1120 Simms Building

Survey, of the form of the unit agreement?

A Yes, it does.

DEARNLEY, MEIER, WILKINS and CROWNOVER

Q@ I notice in the csitsr paragranh in Exhibit Number 3 the
letter of Mr. Baker, that hs has stated that there wu™a 3c.se
changas made in colored pencil on the form submitted to him. Have
th&se changes which he msntioned, been rade prior to today, and are
they reflectad in Exhibit 17

A Tas, they ars.

Q Would you state briefly the situation which exists today]

®
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with respect to joinder of owners of working interests in the
proposed Unit Area?

A All of the parties owning working interest in the Unit
Area have agresd to commit their acrsage with the exception of
Tract Number 9, which is an 80 acre tract ownsd by Thomas Connellﬁ
who at the present time says he 13 willing to sign the unit agree«-
ment but not the unit oparating agresmant, which of course, would
not be a commitment, and therefore that is sosmething we shall havel
to work out. However, the size of the tract and its location, we
do not balieve. will interfere with the operation of ths umit.

"Q For the clarity of the record this Connell tract, which
you designated as Number 9, appears on Exhibit A to the Unit
Agreement, and this Exhibit A for the ready referénce of the
Examiner has a paper clip on it. It's toward the back of ths Unig
Agresment. This Connell tract is in the sxtrame northwsst part of
the proposed unit, is that corrsct?

A That is correct. In addition ¢tc that wa do not have thq

My

commitment of Hondo 0il and Gas Company of Tract 15, whichk is a
160 aces tract im tha southwast corner. and thea reason thsy do not
wigh to commit that at this time is that their lesase comprises the
south halt of Ssction 36, in additisn to the northwest quartar of
Section 36,

Q And it is *hne northwast quartzar of 39 which is desig-
q

nated Tract 15 in the proposed arsa?

®
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A ihat is correct. However ws fesl that this will not
interfere aiso with the operation of the unit.

Q The total acreage in ths two tracts you've mentioned,

9 and 15, referred to 28 Connell and Hondo, is a total of 240
acres out of the proposed area of 3,514, is that correct?

A  That is correct. I might wention that in connection
with Tract 12, which is owned by Union Lil Company, covering all
of Section 25, the ratification of the unit and the unit operating
agreement, Las basen recommended by thair Nistrict 0ffice at Roswell
and by their Mivision Office at Midland to their
California Executive Committee, but Jug to the shortness of time
the Bxecutive Committees in California has not yet acted, of at
laast early this morning; however, they do sxpsct approval nomentT
arily.

Q 1Is it trus that you have some deadlines in connection
with thess leases which has caused the proposal of this unit to
bas done rather quickly?

A  Yes, it is, Two of tha Fadoral leases expire on April
30, 1804, Ipaswuch as neither wne of thowm ars the drill sits, why
these leases will expire on that date unless the unit is approved
by both the State and the United Staves Geclogical Survey, and the

drilling of the well commenced prior to that timc.

2]

Q  What doas the unit agrsemsnt provide now with reapact to

joiander of uncommitted interssts?

®
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Wwth the unit agresement and the unit oparating agresment.

A There is the usual provision for subssquont joinder in

Q Is there anything further that you wish to stats with

respect to the ownership of the lands as reflected on Exhibit A

centainsd in Commission Bxhibit 1. What is the percentage of thol

Federal and Stats ownarship, and is there any Fee ownership?

A There is no fes ownership and the area comprises approxi
mately 90 psrcent Fedsral land and 10 percent State land.

Q Under the proposed unit agresment, what is the drilling
operation of the operator with respect to depth?

A The unit agreemant the obligation is to test all forms
of Pennsylvanian ags. We are proposing maximum depth of 9300
feat, which we believe will penetrate the Mississippian formation
probably 200 fsat, s0 that we foel that it will be adequately
tasted,

Q@ In other words, you fesl that you will go beyond the
Ponnsylvanian something like 200 feet?

A  That is correct.

Q What jis your Bxhibit Nuwber 4, plaasa?

8  Exhibit Wurber 4 ig our prepared mnit opsrating agres=-
ment which has heen submittad to 2all partias,

Q  Wera Exhibit Number 1, the proposed unif agresment, and
4, the vparating agrasmant, praparsd oithar by you of undasr yoor

diract suparvision?

®
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A Yas, they were.

Q In your opinion in the handling of o1l and gas lands and
leases, would the approval of this application by the Commission
tend to prevent waste and protect correlative rights?

A In my opinion it would.

Q@ To you have anything further that you wish to add to
your testimony at this time?

A Only that we would certainly appreciate prompt action by
the Commission in order that we can accomplish this purpose by
April 30th.

MR. MALONE: That concludes the direct examination of
this witness.
CROSS EXAMINATION
BY MR. NUTTEBR:

Q Mr, Thompson, I misunderstood you I think. At first
didn't you state that all the working interests has agreed to s=ign
axcept Tract @ and 15 or did you state that they had signed?

A No.

Q@ And then that wovld exclude Tract 127

A ¥ probably should correct that, that duas to the shwit
langth of time since the Unitad Statas Gaological Survey approvad
our form, which was just last Thursday evening, why wa have baan
sorkirg pratty hard to gat these, and so that ws have pratity weil

assured as to Tract 12, by both the Pistrict and Tivigion offices

®
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of Union, and they tell us that in 99 percent of the cases which
they have submitted to their California office they have received
approval

Q Tha other working interest owners being California
Company, Leonard, --

A CGulf,

; Gulf and Pan American?

3

A  Pan American, they havs all agresd.

b

Q Have they actually signed?
A They have not signed. We do have telegraph commitments
from each one, but they ara willing to sign them.
MR. NUTTER: Any other gquestiors of Mr. Thompson? You
have another witness to testify to the geology?
MR. MALONE: Yes, Mr., Examiner.
MR. NUTTBR: Mr. Thompson may be excused,.
(Witness excusad.)
B. Ns TEEL, c#lled as a witness, having been first duly
aworn, was examined and testified as follows:
NIRECT BXAMINVATION

L™

Would you plzase siara your name and busipszss pddressd

o

He De Teal, Pan American Petrolaum Corporation, Lubbeck,

Taxas .

Q four occupaiion?

®




b

DEARNLEY, MEIER, WILKINS and CROWNOVER

General Court Reporting Service

Suite 1120 Simms: Building

paGE 10

Phone 243-6691

Albuquerque, New Mexico

A I am Mistrict Gesologist for Pan American .

Q Mr. Teel, are you familiar, personally, with the matters|
dealt with in this application?

A Yes, sir, I anm.

Q You have not previously tastified befors this Commission
on matters of geology, is that correct?

A  That is cerrect.

Q@ Would you briefly state your training and sxperisncs in
this field?

A Tes, sir. I graduatad from the University of Texas in
1939 with a dachelor of Science in Geology. I have worked 17
years for Pan American Petroleum Corporation, the last ten years
being Nistrict Geologist, the last five years I have been handlinﬂ
Southwastern Vew Mexico.

Q@ And tha area in this application is under your jurisdic-
tiori at Lubbock?

A Yes, sir,

¥R. MALCNT: Would the qualificaticns of this witness ba

satisfactory?

A Isg, sir, itney are.

Q  Refar now to Ixhidit 33 woul® you stats what that ia?

A Yex, sir. 2hibit 5 is an isopac map of the Crosss=Abo
reef which includss ths proposed Long Truw Uidte  ha Sraz ouis

linad in rad, oi coursa, Lzing tue Long Traw Ynitj the graen

@
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colored areas being the trend of the Abo reef. The Abo reef is
pretty well defined by control that we have both at the north and
the south end of the maps, and we know from past history that
the Abo reef is not continuous around the rim of the Nelaware

Bagin, but that it is breached or interrupted in many places. We

>
8
K o .
E (‘\f‘] have an indication here in Section 21 that the northeast cormer of
) g1 the Long Praw Unit, the Carper DPrilling Company Number C, Number
g =
' % l-A which had zerov fast of reef, that indicated a brsach in the
% 8 resef at this point. We also have a gravity minimum in this area
F
"g § z@ which back up this particular breaching. At the southeast end of
8 § §
té; r'é, 2‘” the proposed unit --
j )
, : E § ::; Q Pardon me for interrupting. Is that southwest?
) «
Q
: § :: X A Southwsst, I beg your pardon. At the southwest corner
I 3
S 8 .
) E <| of the proposed Long Traw Unit our gravity information again indi-
S
E § cates that we have a breach in the reef. Also on our enclosure
C o
2 ~;§ Number 6 we can indicate breaching on another map.
>.T P:x: n M abba dha ~awldhle cdid Al wan 20311 AJmanns mave?
m "; L4 ARG 3 WiilT Dakiivaw AL war JWM Haaa Varvieres fiviesw
~ S
v Z § A Yes.
@
;5 S R  Would you go o that now, just to cisrify that peoint,
.~y
QR 3 pleass?
2 A AIl righte. You will nots that the proposed Loang Nraw

init on Exhibit Number € im a structurs map o1l the top of the
Ciscoe. Over this proposed unit we have a very very strong nosa..

We have a syncline located to the northsast end of the unit, which

®
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is also backed up by gravity and also by the Carper Well which
has no reef.

At ths southweat corner of the area we have a breach in the
resf which is backed up by gravity and also indicated by this
syncline on the contour map.

Q That syncline you mentioned at the southwest corner of
the proposed unit area, is the nose extending from the iower right
side to the uppsr left side of the southwsat cormer of the unit?

A That is correct.,

Q VWhy have you depicted Abo as you svaluate it hsre on
Bxhibit S, why is the Abo pertinent?

A We belisve that it is the primary objective within this
particular area. As I further stated, we generally know where the|
resf trends chrough this area. We think, we know that the resf is

tilted to the northeast and if such breaching occurs at the south-

west corner of the unit which we believe, then there's an axcellonk

possibility for an \bo reef field in this area.
Q I notice on your othar map you have shown on thsrs zones
A X33, sir.
Q ¥hat is the oninics of tus zpplicant, or your opinion, I
should say, with rosprct (o tisse other zonas, and possibie pro-
duction?
& We think tharn the propossd Long DPraw Unit nas thrse

possible pay zones within the area. You will note to the north of]

®




it o

Sl o
v

4

DEARNLEY, MEIER, WILKINS and CROWNOVER

General Court Reporting Service

Suite 1120 Simms Building

PAGE 13

Phone 243.6601

Albuguerque, New Mexico

the unit some seven or eight miles, in Section 18 we havs the Tom

Brown Trilling Company well.

Q@ You are referring now to Exhibit 6, aren't you?

A Bxhibit 6, yes, sir. Which was completed from a Cisco
Carbonate for 2.2 miilion cubic feet of gas per day. You have the
Brown wsll to the south, Brown Wumber 1, and Antelope 6-N. It was
dense in this zone and also dense in Tom Brown Number 1 Keswanes
in Section 2. Therefore, we believe that porous carbonate swings
to the east of both of the Brown wells, and swings around this
nose. Therefore, in this particular unit area we have an excelleng
chance for Upper Cisco carbonates producing similar to the Tom
Brown well hers in Section 18.

Furthermore, now we have the Morrow production, which has
been established in the Brown Number 1 Kewanes located in Section
2, It was completed for 2.6 million cubif feet of gas per day. Wg
also, further to the south in the most active area in New Mexico ig
ths Indian Basin country producing from the Cisco Canyon, and duall
from the Morrow. Most of the w11« down here, which vhere are
some tan or twelve, in number, are producing from the Morrow. The
higheat potential is in the Ralph Lows Number 1-A Indian Basin,
which completed for 15,000,000 cubic seat of gas from the Morrow.
Tharefore, wa are sitting betwsan c¢wo known Morrow producsars.

Q Refarring to tha Ralph Lowa and ths Tom Brouva --

®

ad
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A Hewanee Stats.

Q —~Kewanee State?

A Therefore, in this particular area we think we have a
stacking of pay zonss, being the Abo Reef of roughly 3950, the
Cisco at 6450, the Atoka Morrow section at 8500 feet. |

Q Is it the intention of the applicant in the test well
under this proposed unit to test all of these three tormations?

A Yes, air. We plan to drill at least 200 feet into the
Mississippian formation to be positive that we complately pene-
trate all of the Pennsylvanian.

Q In your opinion, would the unitization and operation
of this proposed arsa undsr the proposed unit agreement tend to
prevent waste and protect correlative rights in the area?

A Yes, sir, it would,

Q Were Bxhibit Numbers 5 and & prepared by you or under
yur dirsct supervision?

A Yes, sir, they wsre.

¢ Mr., Teel, éc you have anything furthar that you wish to
add to your testiwony’

A Yo, sir, nothing further,

MRe VALOYWH:  That comnletss the dirasct axaidination. We
would move the admission in ovidaorce of Ixhibits 1 through 6.
MRe WUTTER: Pan American's @xhibits i through ¢ will bs

admitted in evidunce.

®
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(Whereupon, Applicant's Exhibita 1
through 6 were admitted in evidence

MR, NﬁTTBR: Toes anyone have any questions of Mr. Teel

He may bs excused. You covered it pretty adequately.
(Witneas excused.)

MR, NUTTER: You have nothing further, Mr. Malone?

MR. MALONEB: VNothing further, Mr. Bxaminer.

MR. NUTTER: DNoes anyons have anything they wish to
offer in Case 302572 We will take ths case under advisement and
recess the hearing until 1:30,

(Noon Recess.)

J)
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GEOLOGICAL MEMORANDUM

%
3

CONCERNING

PROPOSED LONG DRAW UNIT
%= T-20-3, R-23-&-24-E
EDDY COUNLY, NEW MEXICO

The proposed unit 1s located approximately ol wiles west northwest

of the city of Carlsbad, New Mexico, in the area of the origination of

both the north and south prongs of loug Draw, including the s/2 of Sec-

tion 24, all of Section 25, N/2 of Section 36, Township 20 south, Range
o 23 east, all Sectica 19; w/2 Section 20, and sll of Sections 30 and 31,
; Township 20 south, Range ol east, Eddy County, New Mexico. Since a high

percentage of the acreage within this outline is Federal land, we believe
it would be in the public interest to join them in & unit agreement before
drilling a test well for oil and gas. It is recoumended thab the unitized
substance include all porizons frow the surface to the basement complex.
The primary objective within the recommended outline is dolomitized
Abo ege reefing. The attached isopachus map, Exhibit No. 1, shows an
interpretation of the distribution of the gross reef interval in the area
and within the proposed unit. The general trend of the reef is established

by sparse bub adequate well control in the area. This trend is further

refined by usiug & shallow residual gravity map. Tt is well known that the

Abo reef is not continuous around the rim of the Delaware Basin as it 18
interrupted or vreached in many local areas. In vestern Eddy Couniy an inter=-
ruption can possibly be predicted by a gravity minimum and a. possible commer=

cial reef buildup might be portrayed by a& gravity meximum. The unit is

EXHIBIT "DV
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bounded on the northeast by a breach in the reef which is established by

R i e T

well control {Carper #1 "MA" in Section 21, Township 20 south, Range 2L ' .

Fpp

east) and a gravity minimum. The unit 1s bounded on the southwest by

another similar breach as indicated by a gra&ity minimum. The proposed
unit includes gravity mﬁxima interpreted as reef buildup. The trapping
of oll and gas would be caused by the probable breaching at tne southwest
edge of the uiit.

The attached structural contour map, Exhibit No. 2, contoured on the

top of the Lower Cisco illustrates the Upper Cisco possibilities of the

{ | y ; unit. The Upper Cisco shelf-edge carbonates which produces in the Touw
: Brown #1 Antelope Sink in Section 18, Township 19 south, Range 24 east,
~ probably tirends southward through the proposed unit due to the influence
k ! of the strong structural nosing as indicated on the exhibit. Production
gimilar to the recent Morrow sand discovery, the Tom Brown #1 Kewanee State
in Section 2, Township 20 south, Range 23 east, 1s also a good possibility
in the proposed unit. Therefore, the unit outline ewmbraces acreage Where
three possible pay horizous are stacked.

The following is a tabulation of the geological formations anticipated
in this area as interpolated from nearby subsurface well control:

Approxiiate

p Age Formation Deptn
‘ Permisn San Andres 250!
Yeso 2k0o!
Abo 3650
Wolfcamp 5150
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Approxiuate
Age Formation Depth
Pennsylvanian Lower Cisco 6450
Canyon 7350
Strawn 7805 ¢
Atoka 8500
Mississippian Barnett 9100 *

blts attacheq hereto, be kept strictly confidential,

Very truly yours,

-

R
B. F, Baldwin
Division Geologist for
Par AZedican retroleum Corporation




