
BEFORE THE OIL CONSERVATIO* COMMISSION OF ..THE 
STATE OF NEW MEXICO 

IN THE MATTER OF THE HEARING CALLED BT 
THE OIL CONSERVATION COMMISSION OF THE 
STATE OF NEW MEXICO FOR THE PURPOSE OF 
CONSIDERING! 

CASE NO. 36 

ORDER NO. 485 

THE PETITION OF THE OPERATORS' CGMKETTBB 
UNDER MALJAMAR COOPERATIVE HEPKESSORINO 
AGREEMENT, WITH REGARD TO A C2RTAIJ* AREA 
WITHIN THE MALJAMAR FIELD, LEA COUHTTi FOR 
AN ORDER APPROVING THE FOLLOWING/- AND 3TJCH > 
OTHER MATTERS AND THINGS INCIDENT THERETO 
AS MAT BE REQUIRED BT LAW TO BE APPROVED 
BT THE OIL CONSERVATION COMMISSION I 
UNITIZATION OF GAS, SELECTION CT KEY CR 
IN-PUT WELLS, MANNER OF COMPUTATION AND 
COMPENSATION FOR LOSS TO PRORATION UNITS 
UPON WHICH ARE LOCATED KET OR IN-PUT WELLS, 
XND TBS PROHIBITION OF A TCP A,T.T/«*Br.a 
EXCEEDING 44 BARRELS PER PRORATION UNIT 

PER DAT. 

ORDER OF THS COMMISSIONS 

BT THE COMMISSIONl 
This causa cans on for hearing at two o'clock. P.M., October 29, 

1942, at Santa Fe, New Mexico, before the Oil Conservation Commission 
of New Mexico, hereinafter referred to as tha "Commission". 

NOWy on thls> 14th day. of November, 1942', the- Commission 
having before- i t for oonaids ration tha testimony- adduced at tha hearing 
of aald c u t and being ful ly advise* ir> the premise*, tha Commission' 
finds i 

F I N D I N 0 S 

1. That on August 5J 1941, an agreement was- mad* and entered 
into by and- between the parties- signatory thereto, an original of 
which agreement is f i l e d In this case as exhibit A] said' agreement 
having as i t s general objects and purposes, the following: 

(a) Tha erection and maintenance- of a re pressuring plant and/ 
system, for tha purpose* of using tha natural gaa produced froa tha 
area subject to the agreement for pressure maintenance, so as to secure 
the greatest ultimate recovery of o i l and gas froa- such area. 

(b) For tha erection and maintenance of a natural gasoline plant 
to be operated In connection with the repressuring plant and svstem 
hereinabove referred to. 
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(c) For the purpose of conducting operations in the area subject 
to the agreement in such a manner as to provide for the most economical 
and efficient recovery of o i l and gas to the end that the maximum ultimate 
recovery may be obtained without waste. 

2. That said agreement provides for a cooperative area, herein­
above referred to as the cooperative area, and within the boundaries of 
the cooperative area a somewhat lesser area that is actually committed 
to said agreement, which lesser area is hereinafter referred to as the 
committed area. Both of said areas are more particularly described in 
Section I I of the Order herein. 

A l l of the lands within the committed area are under o i l and gas 
lease. A l l of the leases within the committed area, except the lease 
covering the Sec. 16, T. 17S., R.32E., are issued by the United States 
under and pursuant to the Act of Congress approved Debruary 25, 1920. 
The lease covering the said Ei Sec. 16 was issued by the State of New 
Mexico, acting by and through i t s Commissioner of Public Lands. A l l of 
said lands being in the area commonly referred to and known as the 
Maljamar Oil & Gas Field. 

I t is contemplated by said agreement that other lands within the 
cooperative area may be committed to said agreement which adjoin the 
lands which are already committed, with the consent of the parties to 
said agreement, and where such lands w i l l be benefited by the pressure 
maintenance operations. 

3. That i t is the purpose and intention of said agreement to 
operate the properties subject thereto, in so far as the o i l produced 
is concerned in the same manner as they were operated prior to entering 
into said agreement; that is to say, each of the respective owners are 
to operate their properties individually and the o i l is to belong to the 
lease from which produced, and each operator is to market his or i t s own 
o i l . 

In so far as the natural gas produced from the properties subject 
to the agreement is concerned, a l l of such gas except the amount used for 
development purposes or unavoidably lost is to be delivered to the 
repressuring plant, and after the extraction of the natural gasoline is 
to be returned to the formation from which o i l is being produced in said 
fi e l d . 

4. That said repressuring agreement provides for the selection 
by the parties thereto of a Committee to be known as "The Operators' 
Committee" for the purpose of carrying out the objects and purposes of 
the agreement, and for the purpose of operating and maintaining the 
repressuring plant and system and gasoline plant. That the following 
representatives of the parties to said agreement have been elected to 
constitute the Operators' Committee, namely, Emery Carper, Artesia, New 
Mexico, representing Carper Drilling Company; M. E. Baish, Artesia, New 
Mexico, representing Maljamar Oil & Gas Corporation; J. B. Steele, 
representing the Kewanee Oil Company, the latter having acquired i t s 
interest from Barney Cockbum after the execution of the repressuring 
agreement; Barney Cockburn, Lubbock, Texas, representing himself, the 
Fair Oil Company and Johney Cockburn; J. B. Shaw, representing E. G. 
Woods. 

5. That the Operators' Committee has selected, subject to the 
approval of the Commission, thirteen in-put wells which have been 
selected after careful study by engineers, with the view of being the 
most effective and properly located so as to be of the greatest benefit 
in maintaining the pressure of the field in the repressuring operations. 
Said well3 are shown on the map of the Maljamar Oil Field filed in this 
Case as exhibit B, and are more particularly described in Section V of 
ttie Order herein. 

In addition to the said in-put wells, there is contemplated the 
selection of other in-put wells within the now committed area and in 
other areas within the cooperative area as the committed area is extended— 
a matter necessary for the fuller attainment of the objects and purposes 
named in Section 1 of the findings herein. 



That such in-put wells as may be necessary to be selected 
from time to time should be submitted by the Operators' Committee to 
the Commission for approval administratively without the c a l l i n g of a 
formal hearing therefor. 

6. That s i x t y percent of the allowable to the proration units 
upon which are situated the in-put wells should be redistributed to 
a l l the other proration units within the committed area capable of 
producing such additional o i l without waste. 

7. That the proration units within the committed area should 
not exceed the production of 44 barrels of o i l daily i f the current 
allowable i n the future exceeds said amountj subject, however, to the 
proviso set out i n Section V I I of the order herein. Such p e t i t i o n 
should be considered by the Commission administratively without further 
notice and formal hearing. 

IT IS THEREFORE ORDEREDJ 

I . That this project shall hereafter be known as the Maljamar 
Cooperative Repressuring Agreement. 

I I . That the cooperative area referred to i n Section 2 of the 
findings herein consists of the following tracts: Section 14 to 23 
inclusive, and Sections 26 to 35, inclusive, i n Twp. 17S. Rge. 32E., 
N.M.P.M., Lea County, New Mexico. 

The committed area referred to i n Section 2 of the findings 
herein i s described as follows: 

The Sec. 14j E£ Sec. 16; a l l Sec. 17, 
18, 19, 20, 21, 22, 27, 28, 29 and 30. 

Sec. 35, a l l i n Twp. 17S. Rge.32E., N.M.P.M. 

As the committed area within the boundaries of the cooperative 
area i s enlaVged as i n Section 2 of the findings herein, the Operators' 
Committee shall n o t i f y the Commission promptly i n writing as to such 
enlarged committed area named subject to the approval of the Commission 
administratively without further notice and formal hearing; provided, 
however, that any extension of the cooperative area and of the committed 
area beyond the l i m i t s of the cooperative area as set out i n Section I I 
of the order herein 3hall be upon formal p e t i t i o n , notice and hearing 
as provided by law. 

I I I . There shall be no unitization of o i l but the gas shall 
be u t i l i z e d i n the manner set out i n Section 3 of the findings herein. 

IV. That the management of said project shall be by the 
Operators' Committee as set out i n Section 4 of the findings herein. 
Any change of membership of said Operators' Committee should be 
transmitted prompply i n writing to the Commission. 

V. That the in-put wells referred to i n Section 5 of the 
findings herein are hereby authorized for use as such and are more 
parti c u l a r l y described as follows: 

Maljamar Oil & Gas Corp. Wm. Mitchell B-12 SwiSEi Sec. 

>i n I I I I it 

Carper D r i l l i n g Company 
ii it I I 

Kewanee Oi l Company 
I I it it 

Barney Cockburn 

Baish 

Simon 
Simon 

M i l l e r 

B-4 
A-8 
A-8 
A - l 
B-6 
4-N 
8-N 
3-15 
B-29 
B-9 
B - l l 
A-6 
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Tha selection oi" other in-put wells within the area committed and 
for the further area to be committed within the cooperative area described 
i n Section I I of the order herein shall be submitted to the Commission for 
i t s consideration of approval administratively without further notice 
and formal hearing thereupon. 

VT. That said 13 in-put wells described i n Section V of the 
order herein are hereby assigned the top allowable f o r one year 
beginning with the effective date of this order. Thereafter, said in-put 
wells i f further used as such shall have such allowable for such period of 
time as determined by the Commission administratively; likewise, other i n ­
put wells authorized to be selected as provided i n Section V of the order 
herein shall have such allowable f o r such period of time as f i e l d tests to the 
Commission may seem advisable. 

Sixty percent of the allowable l o s t by in-put wells shall be 
redistributed to a l l the other top allowable proration units within the 
committed area oy dividing the above mentioned amount l o s t through the 
use of in-put wells by the number of top allowable producing wells i n the 
committed area and the amount so determined would be added to the regular 
top allowable f o r each well. I f the operators subject to said agreement 
do not desire to produce such excess allowable during any month the 
Operators' Committee would i n that event n o t i f y the Commission before the 
allowable f o r such month is fixed and not l a t e r than the 25th day of the month 
preceding. 

V I I . That the proration units within the committed area shall not 
exceed the production of 44 barrels of o i l d a i l y should the current allowable 
i n the future exceed that amount; subject, however, to the r i g h t of the 
Operators' Committee to petition the Commission administratively, by the 
25th day of the month before the f i x i n g of any monthly allowable, to change 
or modify such maximum allowable for the committed area. 

V I I I . That this order shall become effective on the f i r s t day of 
the proration month next succeeding the month i n which said Order i s 
adopted. 

DONE at Santa Fe, New Mexico, on the day and year hereinabove 
designated. 

OIL CONSERVATION COMMISSION 

(SGD) JOHN E. MILES 
JOHN E. MILES, CHAIRMAN 

H. R. R0DGSR5, MEMBER 

(SGD) JOHN M. K2LLY 
JOHN M. KELLY, SECRETARY. 

(There being no further business the meeting adjourned. 



BEFORE THE OIL CONSERVATION COMMISSION 
OF THE STATE OF NEW MEXICO 

IN THE HATTER OF THE HEARING CALLED BT 
THE OIL CONSERVATION COMMISSION OF THa 
STATE OF NEW MEXICO FOR THE PURPOSE OF 
CONSIDERING: 

CASE NO. 56 

ORDER NO. 595 

THE PETITION OF THE OPERATORS' COMMITTEE 
UNDER MALJAMAR COOPERATIVE REPRESSURING 
AGREEMENT FOR A CHANGE DJ METHOD OF 
ALLOCATING OF OIL PRODUCTION AND GAS 
CONTROL FOR THE COMMITTED AREA WITHIN 
THE MALJAMAR COOPERATIVE REPRESSURING AREA. 

ORDER OF THE COMMISSION 

3Y THE COMMISSION: 

This cause came on for hearing at ten o'clock A.M., January 8, 
1945, at Santa Fe, New Mexico, before the Oil Conservation Commission 
ol New Mexico, hereinafter referred to as the "Commission". 

NOW, on this 28th day of March, 1945, the Commission having 
before i t for consideration the testimony adduced at the hearing of said 
case and being f u l l y advised i n the premises; 

IT IS THEREFORE ORDERED: 

SECTION 1. That VI o l Order 485 be and i s hereby amended to 
read as follows: 

VI. (a) That tne allocating to the committed area and the re­
allocation to the respective proration units therein shall be made 
upon the following plan: 

(b) The Operators' Committee shall submit monthly to the 
Commission for approval the nomination i n t o t a l oarrels daily and 
schedule o l re-allocation to the respective proration units. 

(c) In no event shall any proration unit producing from 
horizons other than the Grayburg or San Andres formations be prorated 
under this plan o l allocation, other than they shall not produce at a 
rate m excess of State top allowaole. 

(d) liach proration unit snail be assigned an acreage allowable 
i n wnatsoever amount production test shows that i t i s capable of making 
up to but not exceeding 15 oarrels daily. 



(a) Lactt proration uni t capable oi producing tha acreage 
allowaole but incapable of producing tha additional allowable through 
the application of the void space factor hereinafter provided a nai l be 
permitted to produce that volume of o i l . as shown on i t s production test. 

( f ) i l l proration units capable of producing said acreage 
allowaole plus toe additional allowable through the- application of the 
void space factor shall ba assigned a proportionate part of the remaining 
nominated allowable; such proportionate part to be determined on the 
ratio that tha void space created by each Individual proration unit 
Dears to the to ta l void space created by a l l proration units, or in 
s t r ic t accordance with the following formula: 

l ^ V ^ ^ * I 0 " = Numoer of Dhla. Total Unit Void Space Space 
allowable 

(g) 4 proration unit upon which is located a newly completed 
or reconditioned well shall be assigned an allowable up to and including 
30 oarrels dally insofar as i t is capaole of producing such amount; 
that allowable Deing derived from the average void space created by 
a l l producing wells in the committed area. Such allowaola to prevail 
only for those allocation periods in accordance with Proration Schedule 
Order No. 235 and u n t i l well can be properly tested and i t s allowaola 
rate determined. 

(h) Said nomination and schedule 'shall be submitted to the 
Commission and a duplicate shall be supplied to the Proration Office not 
later than the 20th day of each month preceding the next proration month. 

SECTION 2. That VII of Order id 5 be and is hereby amended to 
read as followsi 

VII. Tests necessary in connection with the foregoing plan 
shall be those designated by the Commission, made by such methods and 
aeans, in such manner, and at such periods as the Commission In i t s 
discretion may prescrioe from time to time. 

SECTION 3. That V I I I of Order 4B5 oe and la hereoy amended to 
read as followst 

V I I I . That the order herein shall be Inapplicable to any non-
committ ed proration units within the cooperative area} such non-committed 
units shall receive their respective allocations i n accordance with the 
State-Wide Proration Order and f i e l d gas-oil ratio limitation. 

That this order snail be effective on execution and applicable to 
the Commission's Proration Schedule beginning with the next proration 

month. 

DOME at Santa Fe, New Mexico, on the day and year hereinaDove 
designated. 

OIL CONSERVATION COMMISSION 

(SGD) John J. Dempsay 
JOHN J. DEMPSEI, CHAIRMAN 

(SOD) John E. Miles 
JOHN E. MILES, MEMBER 

The Commission adopted Order No. 596, allocating 109,900 barrels 
of o i l per day for the month of A p r i l , 1945. 

The Commission adapted E. Order No. 597 to continue E. Order No. 
576 for the last half of March, 1945. 

The Commission adopted E. Order No. 59d to continue E. Order No. 
576 for the f i r s t half of A p r i l , 1945. 



BEFORE THE OIL CONSERVATION COMMISSION 
OF THE STATE OF NEW MEXICO 

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

CASE NO. 1072 
Order No. R-841 

APPLICATION OF KEWANEE OIL 
COMPANY FOR AN ORDER GRANTING 
PERMISSION TO INJECT WATER INTO 
ITS PEARL WELL NO. 26 IN THE 
NW/4 SW/4 OF SECTION 30, TOWN­
SHIP 17 SOUTH, RANGE 33 EAST, 
MALJAMAR POOL, LEA COUNTY, NEW 
MEXICO, FOR THE PURPOSE OF 
SECONDARY RECOVERY AND FURTHER 
FOR PERMISSION TO DISCONTINUE 
THE INJECTION OF GAS HERETOFORE 
AUTHORIZED FOR SAID WELL. 

ORDER OF THE COMMISSION 

BY THE COMMISSION: 

This cause came on for hearing at 9 o'clock a.m. on 
June 20, 1956, at Hobbs, New Mexico, before Daniel S. Nutter, 
Examiner duly appointed by the O i l Conservation Commission of New 
Mexico i n accordance with Rule 1214 of the Rules and Regulations 
of the New Mexico O i l Conservation Commission. 

NOW, on th i s ^ day of July 1956, the O i l Conservation 
Commission of New Mexico" hereinafter referred to as the "Com­
mission," a quorum being present, having considered said application 
and the recommendations of the Examiner, Daniel S. Nutter, and being 
f u l l y advised i n the premises, 

FINDS: 

(1) That notice having been given as required by law, 
the Commission has j u r i s d i c t i o n of t h i s cause and the subject matter 
thereof. 

(2) That the o i l and gas lease involved i n the appli­
cation i s Federally owned, and the Supervisor of the United States 
Geological Survey has interposed no objection to the application. 

(3) That Kewanee O i l Company i s the owner and holder 
of a Federal O i l and Gas Lease and said lease covers the following 
described land i n Lea County, New Mexico, to-wit: 

A l l Sec. 25, Twp. 17 South, Range 32 East; 
Lots 1, 2, 3, and 4, and the E/2 W/2 Sec. 30, 
Twp. 17 South, Range 33 East, containing 
968.56 acres, more or less, 

which said lease i s designated as Kewanee O i l Company's "Pearl" 
Lease. 
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(4) That applicant received authority for an unorthodox 
location for i t s Pearl Lease Well No. 26 by Order 770 on May 25, 

1948, and that said well is located 2615 feet from the South line 
and 25 feet from the West line of Section 30, Township 17 South, 
Range 33 East, NMPM, Lea County, New Mexico. Further, that applicant 
received authority to in j e c t gas into said well and into two other 
wells on said Pearl lease by Commission Order R-146, dated May 1, 
1952, for the purpose of secondary recovery from the adjoining wells 
on said Pearl Lease, with the provision that no allowables from the 
aforesaid three gas in j e c t i o n wells would be transferred to the 
other wells on said Pearl Lease. 

(5) That recent engineering studies have indicated that 
greater secondary recovery of o i l can be accomplished by the 
i n i t i a t i o n of a p i l o t water flood operation on the aforesaid Pearl 
Lease. 

(6) That applicant has shown that to discontinue the 
inj e c t i o n of gas into i t s Pearl Well No. 26 and to convert said 
well to a water inj e c t i o n well w i l l result i n greater secondary 
recovery of o i l . 

(7) That said conversion of applicant's Pearl Well 
No. 26 to a water in j e c t i o n well i s i n the best interests of 
conservation and the prevention of waste. 

IT IS THEREFORE ORDERED: 

That the application of Kewanee O i l Company to discontinue 
the i n j e c t i o n of gas into i t s Pearl Well No. 26, located 2615 feet 
from the South l i n e and 25 feet from the West li n e of Section 30, 
Township 17 South, Range 33 East, NMPM, Lea County, New Mexico, 
and to convert said well to a water i n j e c t i o n well be and the same 
is hereby approved. 

DONE at Santa Fe, New Mexico on the day and year 
hereinabove designated. 

STATE OF NEW MEXICO 
OILJCONSERVATION COMMISSION 

DHN F. SIMMS, Chairman 

A. L. PORTER, Jr., Member & Secretary 

S E A L 

i r / 
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BEFORE THE OIL CONSERVATION COMMISSION 
OF THE STATE OF NEW MEXICO 

I N THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
COMMISSION OF THE STATE OF NEW 
MEXICO FOR THE PURPOSE OF 
CONSIDERING: 

CASE NO. 1309 
Order No. R-1075 

I N THE MATTER OF THE APPLICATION OF 
THE OPERATORS COMMITTEE OF THE 
MALJAMAR COOPERATIVE REPRESSURING 
AGREEMENT FOR AN ORDER EXPANDING THE 
KEWANEE OIL COMPANY PILOT WATER FLOOD 
PROJECT AND FOR THE APPROVAL OF AN 
ADDITIONAL PILOT WATER FLOOD PROJECT 
IN THE MALJAMAR COOPERATIVE REPRESSURING 
AGREEMENT AREA, MALJAMAR POOL, LEA COUNTY, 
NEW MEXICO, AND FOR THE PROMULGATION OF 
RULES TO GOVERN THE OPERATION OF SAID 
PROJECTS. 

ORDER OF THE COMMISSION 

BY THE COMMISSION: 

This cause came on f o r hearing a t 9 o'clock a.m. on 
September 18, 1957, a t Santa Fe, New Mexico, before the O i l 
Conservation Commission o f New Mexico, h e r e i n a f t e r r e f e r r e d to 
as the "commission." 

tti 
NOW, on t h i s J g - day o f October, 1957, the Commission, 

a quorum being present, naving considered the a p p l i c a t i o n and the 
evidence adduced, and being f u l l y advised i n the premises, 

FINDS: 

(1) That due p u b l i c n o t i c e having been given as r e q u i r e d 
by law, the Commission has j u r i s d i c t i o n o f t h i s cause and the s u b j e c t 
matter t h e r e o f . 

(2) That the a p p l i c a n t , The Operators Committee o f the 
Maljamar Cooperative Repressuring Agreement, proposes t o expand 
the Kewanee O i l Company p i l o t water f l o o d p r o j e c t a u t h o r i z e d by 
Commission Order No. R-841, dated July 9, 1956, by the conversion 
from a producing o i l w e l l t o a water i n j e c t i o n w e l l of the Pearl 
"B" No. 21 Well, l o c a t e d 2615 f e e t from the South l i n e and 1295 
f e e t from the East l i n e of Section 25, Township 17 South, Range 32 
East, NMPM, Lea County, New Mexico. 

(3) That the a p p l i c a n t f u r t h e r proposes to i n s t i t u t e 
an a d d i t i o n a l p i l o t water f l o o d p r o j e c t i n the Maljamar Pool i n 
the W/2 SE/4 and the SW/4 o f Section 21, E/2 SE/4 of Section 20, 
W/2 NE/4 and the NW/4 of Section 28, and the E/2 NE/4 of Section 
29, a l l i n Township 17 South, Range 32 East, NMPM, Lea County, 
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New Mexico, w i t h the water t o be i n j e c t e d through nine w e l l s 
l o c a t e d i n the above-described p i l o t area. 

(4) That one o f the proposed i n j e c t i o n w e l l s i s the 
B u f f a l o Baish "A" No. 21 Well, l o c a t e d 1395 f e e t from the South 
l i n e and 1347 f e e t from the West l i n e of s a i d Section 21, which 
w e l l i s p r e s e n t l y producing o i l from the Maljamar Pool, and t h a t 
the aforementioned Pearl "B" No. 21 Well i n the proposed extension 
of the Kewanee O i l Company p i l o t water f l o o d p r o j e c t i s also 
p r e s e n t l y producing o i l from the Maljamar Pool. 

(5) That the a p p l i c a n t proposes t o t r a n s f e r the o i l 
a l l o w a b l e s f o r the s a i d Baish "A" No. 21 Well and the Pearl "B" 
No. 21 Well t o o t h e r w e l l s on the same basic lease on which the 
r e s p e c t i v e w e l l s are l o c a t e d , the allowables t o be t r a n s f e r r e d 
being based on the w e l l s ' a llowables f o r the month d u r i n g which 
work i s commenced t o convert each producing w e l l t o a water 
i n j e c t i o n w e l l . 

(6) That the a p p l i c a n t f u r t h e r proposes t h a t i t be 
au t h o r i z e d t o make a d d i t i o n s t o or d e l e t i o n s from the p i l o t area 
and/or changes i n the i n j e c t i o n w e l l s by a d m i n i s t r a t i v e approval 
of the Commission w i t h o u t n o t i c e and h e a r i n g . 

(7) That the area contained i n both o f the p i l o t water 
f l o o d p r o j e c t s covered by the s u b j e c t a p p l i c a t i o n i s w i t h i n the 
Maljamar Cooperative Repressuring Agreement Area and t h a t the 
allo w a b l e s f o r a l l w e l l s i n s a i d area are computed and a l l o c a t e d 
i n accordance w i t h Order No. 485 dated November 14, 1942, as 
amended by Order No. 595 dated March 28, 1945. 

(8) That the proposed program w i l l promote conservation 
and w i l l tend t o prevent waste through the p r o d u c t i o n of o i l which 
might not otherwise be recovered. 

(9) That the a p p l i c a n t should be p e r m i t t e d t o expand 
the Kewanee O i l Company p i l o t water f l o o d p r o j e c t and t o i n s t i t u t e 
an a d d i t i o n a l water f l o o d p r o j e c t i n the Maljamar Pool i n accordance 
w i t h i t s proposals as set f o r t h above, and t h a t i t should be 
p e r m i t t e d t o t r a n s f e r the o i l a l l o w a b l e s f o r the designated water 
i n p u t w e l l s , where such w e l l s are now producing o i l , t o other w e l l s 
i n the same basic lease. 

(10) That the a p p l i c a n t should be p e r m i t t e d t o make 
a d d i t i o n s t o or d e l e t i o n s from the p i l o t areas and/or changes o f 
i n j e c t i o n w e l l s a f t e r a d m i n i s t r a t i v e approval by the Commission 
w i t h o u t n o t i c e and hearing provided the request f o r a d m i n i s t r a t i v e 
approval i s made i n accordance w i t h Rule 701 (b) of the Commission 
Rules and Regulations and provided s a i d a d d i t i o n s , d e l e t i o n s , and/or 
changes are co n f i n e d t o the boundaries o f the Maljamar Cooperative 
Repressuring Agreement Area. 

(11) That the a p p l i c a n t should submit p e r i o d i c r e p o r t s 
t o the Commission d i s c l o s i n g the progress o f the secondary recovery 
programs. 
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IT IS THEREFORE ORDERED: 

(1) That the Kewanee O i l Company p i l o t water f l o o d 
p r o j e c t a u t h o r i z e d by Order R-841 be and the same i s hereby 
expanded t o permit the i n j e c t i o n o f water i n t o the Maljamar Pool 
through the Kewanee O i l Company Pearl "B" No. 21 Well, l o c a t e d 
2615 f e e t from the South l i n e and 1295 f e e t from the East l i n e 
o f S e c t i o n 25, Township 17 South, Range 32 East, NMPM, Lea County, 
New Mexico. 

(2) That the Operators Committee o f the Maljamar 
Cooperative Repressuring Agreement be and the same i s hereby 
a u t h o r i z e d t o i n s t i t u t e a p i l o t water f l o o d p r o j e c t i n the Maljamar 
Pool i n the E/2 SE/4 o f Section 20, the W/2 SE/4 and the SW/4 of 
Section 21, the W/2 NE/4 and the NW/4 o f Sectio n 28, and the E/2 
NE/4 o f Se c t i o n 29, a l l i n Township 17 South, Range 32 East, NMPM, 
Lea County, New Mexico, and t h a t the f o l l o w i n g described w e l l s be 
and the same are hereby a u t h o r i z e d as water i n j e c t i o n w e l l s f o r 
s a i d p r o j e c t : 

New w e l l . 25 f e e t from the West l i n e and 1325 f e e t from 
the South l i n e o f Section 21, T 17S-R 32E. 

B u f f a l o Baish "A" No. 21 Well. 1395 f e e t from the South 
l i n e and 1347 f e e t from the West l i n e o f Section 21, T 17S-
R 32E. ( P r e s e n t l y producing o i l ) 

New w e l l . 1325 f e e t from the South l i n e and 2615 f e e t 
from the West l i n e o f Section 21, T 17S-R 32E. 

Kewanee Baish "B" IP #11 Well. 80 f e e t from the North 
l i n e and 25 f e e t from the West l i n e of Secti o n 28, T 17S-
R 32E. ( P r e s e n t l y gas i n p u t w e l l ) . 

New w e l l . 25 f e e t from the South l i n e and 1325 f e e t from 
the West l i n e o f Section 21, T 17S-R 32E. 

Kewanee Baish "B" IP #35 Well. 2560 f e e t from the East 
l i n e and 75 f e e t from the North l i n e o f Section 28, T 17S-
R 32E. ( P r e s e n t l y gas i n p u t w e l l ) . 

New w e l l . 25 f e e t from the West l i n e and 1325 f e e t from 
the North l i n e o f Section 28, T 17S-R 32E. 

New w e l l . 1325 f e e t from the North l i n e and 1325 f e e t 
from the West l i n e o f Section 28, T 17S-R 32E. 

New Well. 1325 f e e t from the North l i n e and 2635 f e e t 
from the West l i n e o f Section 28, T 17S-R 32E. 

(3) That the a p p l i c a n t be and the same i s hereby 
a u t h o r i z e d t o t r a n s f e r the all o w a b l e s f o r the aforementioned 
Baish "A" No. 21 Well and the Pearl "B" No. 21 Well t o other w e l l s 
on the same r e s p e c t i v e basic leases, and t h a t the allowables t o be 
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transferred s h a l l be based on the allowables assigned to each of 
said wells for the month during which work i s commenced to convert 
each to a water i n j e c t i o n w e l l . 

(4) That the Secretary-Director of the Commission s h a l l 
have authority to approve any extension to or deletion from the 
p i l o t areas described above and any change i n the number and/or 
loca t i o n of the i n j e c t i o n wells f o r either of the above-described 
p i l o t water flood projects, without notice and hearing; provided 
however, that a l l information required by Rule 701 (b) of the 
Commission Rules and Regulations sh a l l be included i n the application 
for administrative approval, and provided further that any such 
extension, deletion, and/or change sha l l be confined to the 
boundaries of the Maljamar Cooperative Repressuring Agreement Area. 

(5) That monthly progress reports on each of the above-
described p i l o t water flood project s h a l l be submitted to the 
Commission i n accordance with Rule 704 and Rule 1119 of the Com­
mission Rules and Regulations. 

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

STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

> £ / l ^ L 
EDWIN L. MECHEM, Chairman 

MURRAY E. MORGAN, Member 

A. L. PORTER, Jr., Member & Secretary 

S E A L 

\ 

i r / 



BEFORE THE OIL CONSERVATION COMMISSION 
OF THE STATE OF NEW MEXICO 

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

CASE No. 2718 
Order No. R-2403 

APPLICATION OF CONTINENTAL OIL COMPANY, 
AS OPERATOR, FOR APPROVAL OF A SUPPLE­
MENTAL COOPERATIVE AGREEMENT UNITIZING 
CERTAIN LEASES, A PLAN OF OPERATION FOR 
CONTINUED GAS AND WATER INJECTION, MODI­
FICATION OF ALLOCATION METHOD FOR TRANS­
FER OF ALLOWABLES, CERTAIN ADMINISTRATIVE 
PROCEDURES, AND PERMISSION TO PRODUCE MORE 
THAN 16 WELLS INTO A SINGLE TANK BATTERY, 
MALJAMAR COOPERATIVE AGREEMENT AREA, 
MALJAMAR POOL, LEA COUNTY, NEW MEXICO. 

ORDER OF THE COMMISSION 

BY THE COMMISSION: 

This cause came on f o r hea r i n g a t 9 a.m. on December 6, 1962, 
at Santa Fe, New Mexico, before D a n i e l S. Nutter, Examiner duly 
appointed by the O i l Conservation Commission o f New Mexico, here­
i n a f t e r r e f e r r e d t o as the "Commission," i n accordance w i t h Rule 
1214 o f the Commission Rules and Regulations. 

NOW, on t h i s 31st a a y p f December , 1962 , the Commission, 
a quorum being present, having considered t h e a p p l i c a t i o n , the 
evidence adduced, and the recommendations o f the Examiner, Da n i e l 
S. Nut t e r , and being f u l l y advised i n the premises, 

FINDSi 

(1) That due p u b l i c n o t i c e having been given as r e q u i r e d by 
law, the Commission has j u r i s d i c t i o n of t h i s cause and the s u b j e c t 
matter t h e r e o f . 

(2) That, by Order No. 485, the Commission approved the 
Maljamar Cooperative Repressuring Agreement, s a i d agreement having 
been entered i n t o on August 5, 1941, by the p a r t i e s s i g n a t o r y 
t h e r e t o , f o r pressure maintenance i n the Grayburg-San Andres 
formations under t h e Maljamar Cooperative Repressuring Agreement 
area i n the Maljamar Pool, Lea County, New Mexico, u n i t i z i n g gas 
i n the area, making p r o v i s i o n s f o r gas i n j e c t i o n w e l l s , and the 
expansion t h e r e o f by a d m i n i s t r a t i v e approval. The order f u r t h e r 
p rovided t h a t the p r o r a t i o n u n i t s w i t h i n the committed area 



-2-
CASE No. 2718 
Order No. R-2403 

should not exceed the p r o d u c t i o n o f 44 b a r r e l s o f o i l d a i l y ; 
provided f o r expansion o f the committed area by a d m i n i s t r a t i v e 
approval; provided f o r the management of s a i d p r o j e c t by the 
Operators Committee; and i n c l u d e d other p r o v i s i o n s f o r t h e 
conduct o f t h e r e p r e s s u r i n g program. 

(3) That, by Order No. 595, the Commission amended Order 
No. 485 and provided a method o f a l l o c a t i o n t o the committed area 
and the r e a l l o c a t i o n t o t h e r e s p e c t i v e p r o r a t i o n u n i t s on a basis 
which i n c l u d e d an acreage a l l o w a b l e up t o 15 b a r r e l s per day, a 
maximum marginal w e l l a l l o w a b l e o f 20 b a r r e l s per day, and a v o i d 
space a l l o w a b l e determined by r e s e r v o i r c o n d i t i o n s as r e f l e c t e d 
by each w e l l ' s bottomhole pressure and g a s - o i l r a t i o . 

(4) That numerous other orders have been entered approving 
a d d i t i o n a l i n j e c t i o n w e l l s f o r expansion of the r e p r e s s u r i n g pro­
gram and f o r non-standard l o c a t i o n s f o r b o t h i n j e c t i o n and producing 
w e l l s . The order number or date o f a d m i n i s t r a t i v e approval p r o v i d ­
i n g f o r the present i n j e c t i o n w e l l s or non-standard l o c a t i o n s i s 
set out i n the attached E x h i b i t "A". 

(5) That, by Order No. R-841, the Commission approved the 
i n j e c t i o n o f water i n t o the P e a r l "B" Well No. 26, l o c a t e d 2615 
f e e t from the South l i n e and 25 f e e t from the West l i n e o f Section 
30, Township 17 South, Range 33 East, NMPM, Lea county, New Mexico. 
By Order No. R-1075 the Commission a u t h o r i z e d the expansion o f 
Order No. R-841 t o i n c l u d e the d r i l l i n g and conversion o f c e r t a i n 
o t her w e l l s t o water i n j e c t i o n w e l l s , s a i d w e l l s a l s o bsing l i s t e d 
on E x h i b i t "A" attached. The order f u r t h e r provided f o r adminis­
t r a t i v e approval f o r expansion of the water i n j e c t i o n program. 

(6) That by adoption o f Supplement No. 4 t o the Maljamar 
Cooperative Repressuring Agreement, the a p p l i c a n t , C o n t i n e n t a l O i l 
Company, was e l e c t e d Chairman o f the Operators Committee and the 
name was changed t o the Maljamar Cooperative Agreement. 

(7) That the owners i n the Maljamar Cooperative Agreement 
area have adopted Supplement No. 5 t o the Maljamar Cooperative 
Agreement w i t h C o n t i n e n t a l O i l Company as Operator o f the P a r t i c ­
i p a t i n g Area. The e f f e c t o f Supplement No. 5 i s t o u n i t i z e a l l 
l i q u i d hydrocarbons i n the Grayburg-San Andres formations under­
l y i n g the P a r t i c i p a t i n g Area, and t o adopt a Plan o f Operations 
f o r the expansion o f the pressure maintenance program by gas and 
water i n j e c t i o n . 

(8) That the pressure maintenance program h e r e t o f o r e c a r r i e d 
out has been s u c c e s s f u l and t h a t approval of Supplement No. 5 and 
the Plan of Operation contemplated thereunder, and a r e v i s i o n of 
the a l l o c a t i o n method f o r t r a n s f e r r i n g allowables should increase 
the e f f i c i e n c y and u l t i m a t e recovery o f the pressure maintenance 
program. 
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(9) That s a i d r e p r e s s u r i n g p r o j e c t was i n s t i t u t e d d u r i n g 
the e a r l y primary l i f e o f the Maljamar Pool; t h a t the Maljamar 
Pool, w i t h o u t the b e n e f i t o f f l u i d i n j e c t i o n , would be i n or 
approaching a " s t r i p p e r " s t a t e o f d e p l e t i o n , and t h a t any 
secondary recovery p r o j e c t i n s t i t u t e d a t the present time would 
i n a l l p r o b a b i l i t y be c l a s s i f i e d by the Commission as a water-
f l o o d p r o j e c t s u b j e c t t o Commission Rule 7 01-E governing water-
f l o o d p r o j e c t s . 

(10) That t o a f f o r d c o n t i n u i t y o f operations under the 
e x i s t i n g pressure maintenance r u l e s , t h e present v o i d space 
formula f o r the p r o j e c t should remain i n e f f e c t , w i t h the added 
p r i v i l e g e o f al l o w a b l e t r a n s f e r f o r i n j e c t i o n t r a c t s , f o r w e l l s 
s h u t - i n f o r engineering reasons, and f o r w e l l s incapable of making 
t h e i r computed share o f the v o i d space a l l o w a b l e . Provided how­
ever, t h a t t he maximum allowab l e assigned t o any 40-acre p r o r a t i o n 
u n i t should be l i m i t e d t o the Southeast New Mexico Waterflood 
Allowable Factor c u r r e n t l y i n e f f e c t or as mo d i f i e d by f u t u r e 
orders o f the Commission. 

(11) That, by a p p l i c a t i o n i n t h i s case, C o n t i n e n t a l O i l 
Company, as Chairman f o r the Maljamar Cooperative Agreement area 
and operator o f the P a r t i c i p a r i n g Area, seeks the c o n s o l i d a t i o n of 
p r i o r orders, m o d i f i c a t i o n of the a l l o c a t i o n method f o r t r a n s f e r 
of a l l o w a bles, an a d m i n i s t r a t i v e procedure f o r expansion or 
r e v i s i o n of the f l u i d i n j e c t i o n program and expansion of the 
P a r t i c i p a t i n g Area w i t h i n the Maljamar Cooperative Agreement 
boundaries; f u r t h e r , a p p l i c a n t seeks an exception t o the p r o v i ­
sions o f Rule 309-A o f the Commission Rules and Regulations t o 
permit p r o d u c t i o n o f more than s i x t e e n p r o r a t i o n u n i t s i n t o a 
s i n g l e tank b a t t e r y . 

(12) That the proposed program w i l l promote conservation 
and w i l l t end t o prevent waste through t h e p r o d u c t i o n o f o i l 
which might not otherwise be recovered. 

IT IS THEREFORE ORDERED; 

(1) That the Maljamar Cooperative Repressuring Agreement 
and i t s supplements, i n c l u d i n g Supplement 4 which changed the 
name t o Maljamar Cooperative Agreement and appointed C o n t i n e n t a l 
O i l Company as Chairman o f the Operators Committee, are hereby 
continued i n e f f e c t . 

(2) That Supplement No. 5, being a Supplemental and 
Amendatory Agreement t o the Maljamar Cooperative Agreement, and 
the i n i t i a l Plan o f Operations pursuant t h e r e t o , are hereby 
approved. 

(3) That a l l o i l produced from the Grayburg-San Andres 
formations u n d e r l y i n g the P a r t i c i p a t i n g Area, as h e r e i n a f t e r 
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defined, i s f u l l y u n i t i z e d as provided i n s a i d Supplement No. 5, 
and a l l gas produced and u t i l i z e d as provided i n s a i d Supplements 
No. 4 and No. 5 i s f u l l y u n i t i z e d as provided t h e r e i n . 

(4) That the Cooperative Area, h e r e t o f o r e approved by t h i s 
Commission f o r pressure maintenance o f the Grayburg-San Andres 
formations and h e r e i n a f t e r c a l l e d MCA U n i t Area, c o n s i s t s of the 
f o l l o w i n g lands: 

TOWNSHIP 17 SOUTH, RANGE 32 EAST, NMPM 
LEA COUNTY, NEW MEXICO 

Sections 14 t o 23, i n c l u s i v e 
Sections 25 t o 35, i n c l u s i v e 

TOWNSHIP 17 SOUTH, RANGE 33 EAST, NMPM 
LEA COUNTY, NEW MEXICO 

Section 30: W/2 

c o n t a i n i n g 13,7 86.66 acres, more or l e s s . 

That the f o l l o w i n g - d e s c r i b e d lands l y i n g w i t h i n such 
Cooperative Area are hereby designated and recognized as c o n s t i ­
t u t i n g the P a r t i c i p a t i n g Area f o r the Grayburg-San Andres forma­
t i o n s : 

TOWNSHIP 17 SOUTH, RANGE 32 EAST, NMPM 
LEA COUNTY, NEW MEXICO 

Section 15: 
Section 16: 

Section 17: 

Section 18: 
Section 19: 
Section 20: 
Section 21: 
Section 22: 

Section 23: 
Section 25: 

Sect 
Sect 
Sect 
Sect 
Sect 
Sect 
Sect 
Sect, 

i o n 26 
io n 27 
io n 28 
io n 29 
io n 30 
io n 31 
io n 33 
io n 34 

SW/4 SW/4 
S/2 S/2, W/2 NW/4, and 
NE/4 NW/4 
E/2 E/2 and NW/4 NE/4, 
SE/4 NW/4, and S/2 SW/4 
SW/4 SW/4 
A l l 
A l l 
A l l 
NW/4 NW/4, S/2 NW/4, S/2 NE/4, 

and SE/4 
N/2 SE/4 and 

and S/2 
W/2, S/2 NE/4, 
N/2, N/2 SW/4, 
SE/4 SE/4 
N/2, SW/4, and NW/4 SE/4 
A l l 
A l l 
A l l 
A l l 
NE/4 NW/4 
N/2 
W/2 NW/4, NE/4 NW/4, and 
NW/4 NE/4 
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TOWNSHIP 17 SOUTH, RANGE 33 EAST, NMPM 
LEA COUNTY, NEW MEXICO 

Section 30: NW/4 and N/2 SW/4 

c o n t a i n i n g 8,055.16 acres, more or l e s s . 

That the P a r t i c i p a t i n g Area described above and the f o l l o w ­
i n g - d e s c r i b e d lands l y i n g o u t s i d e of the P a r t i c i p a t i n g Area but 
w i t h i n the Cooperative Area, are hereby designated and recognized 
as c o n s t i t u t i n g the committed acreage t o the Maljamar Cooperative 
Agreement: 

TOWNSHIP 17 
LEA 

Sec t i o n 14: 

Section 16: 
Section 17: 

Section 18: 
S e c t i o n 22: 
Section 23: 
Section 25: 
Section 26: 
Section 31: 

Section 32: 

Section 33: 
Section 34: 

Section 35: 

SOUTH, RANGE 32 EAST, NMPM 
COUNTY, NEW MEXICO 
SW/4 (156.25 acres o f 160-
acre t r a c t ) , and E/2 
NE/4, N/2 SE/4, and SE/4 NW/4 
SW/4 NE/4, W/2 SE/4, N/2 NW/4, 
SW/4 NW/4, and N/2 SW/4 
E/2, E/2 W/2, and Lots 1, 2 and 3 
N/2 NE/4 and NE/4 NW/4 
N/2 NE/4 
SW/4 SE/4, and S/2 SW/4 
NE/4 SE/4, and S/2 SE/4 
E/2, SE/4 NW/4, E/2 SW/4, 
and Lots 1, 2, 3 and 4 
NE/4 and N/2 NW/4, below 
5,000 f e e t o nly 
S/2 
N/2 SE/4 below 5,000 f e e t 
only, NE/4 NE/4, S/2 NE/4, 
and SE/4 NW/4 
W/2 

TOWNSHIP 17 SOUTH, RANGE 33 EAST, NMPM 
LEA COUNTY, NEW MEXICO 

Section 30: Lot 4, and SE/4 SW/4 

(5) That the f u l l y U n i t i z e d Area s h a l l be those lands 
designated above as the P a r t i c i p a t i n g Area of the MCA U n i t f o r 
the Grayburg-San Andres f o r m a t i o n . 

(6) That the P a r t i c i p a t i n g Area may be enlarged as provided 
i n s a i d Supplement No. 5 and a d d i t i o n a l acreage committed t o the 
MCA U n i t ; provided, however, t h a t a d m i n i s t r a t i v e approval f o r the 
expansion o f the P a r t i c i p a t i n g Area or the committed acreage must 
be obtained from the S e c r e t a r y - D i r e c t o r o f the Commission; and 
provided, f u r t h e r , t h a t any extension of the Cooperative Area, or 
of the U n i t i z e d Area beyond the boundaries o f the Cooperative Area 
as described h e r e i n , s h a l l be made only a f t e r n o t i c e and h e a r i n g . 
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(7) That the MCA U n i t operator s h a l l f i l e w i t h the Com­
mission an executed o r i g i n a l or executed c o u n t e r p a r t of the 
Supplement No. 5 w i t h i n t h i r t y (30) days a f t e r t h e e f f e c t i v e 
date t h e r e o f . I n the event o f subsequent j o i n d e r by any p a r t y 
or expansion of the P a r t i c i p a t i n g Area, the u n i t operator s h a l l 
f i l e w i t h the Commission w i t h i n t h i r t y (30) days t h e r e a f t e r 
counterparts o f the u n i t agreement r e f l e c t i n g the s u b s c r i p t i o n 
o f those i n t e r e s t s having subsequently j o i n e d or r a t i f i e d . 

IT IS FURTHER ORDERED: 

(1) That the a p p l i c a n t , C o n t i n e n t a l O i l Company, as opera­
t o r , i s hereby a u t h o r i z e d t o continue the gas and water i n j e c t i o n 
p r o j e c t a u t h o r i z e d by Orders 485, 595, and R-841, and t o continue 
and expand the water i n j e c t i o n p r o j e c t as f u r t h e r a u t h o r i z e d by 
Order No. R-1075 and as proposed by the Plan o f Operations 
submitted w i t h Supplement No. 5. 

(2) That the MCA U n i t approved gas and water i n j e c t i o n w e l l s 
s h a l l be those w e l l s l i s t e d i n E x h i b i t "A" attached h e r e t o . Addi­
t i o n a l w e l l s may be d r i l l e d f o r gas or water i n j e c t i o n , gas i n j e c ­
t i o n w e l l s may be converted t o water i n j e c t i o n , water i n j e c t i o n 
w e l l s may be converted t o gas i n j e c t i o n w e l l s , and producing w e l l s 
may be converted t o i n j e c t i o n w e l l s and i n j e c t i o n w e l l s t o produc­
i n g w e l l s w i t h i n t he boundaries o f the Maljamar Cooperative Agree­
ment Area upon a d m i n i s t r a t i v e approval o f the S e c r e t a r y - D i r e c t o r 
o f the Commission w i t h o u t n o t i c e or he a r i n g ; provided, however, 
t h a t a l l i n f o r m a t i o n r e q u i r e d by Rule 701-B of the Commission 
Rules and Regulations s h a l l be i n c l u d e d i n the a p p l i c a t i o n f o r 
a d m i n i s t r a t i v e approval; and provided, f u r t h e r , t h a t a l l o f f s e t 
operators t o the w e l l , i f any th e r e be, whose acreage i s not 
in c l u d e d w i t h i n t he P a r t i c i p a t i n g Area, and the State Engineer 
s h a l l a l s o be n o t i f i e d by r e g i s t e r e d or c e r t i f i e d m a i l o f such 
request f o r a d m i n i s t r a t i v e approval. The S e c r e t a r y - D i r e c t o r may 
approve the a p p l i c a t i o n i f no such o f f s e t operator or the State 
Engineer has obj e c t e d w i t h i n 20 days. The S e c r e t a r y - D i r e c t o r may 
gran t immediate approval of t h e a p p l i c a t i o n upon r e c e i p t o f w r i t t e n 
waivers o f o b j e c t i o n from a l l such o f f s e t operators and the State 
Engineer. 

(3) That t h e a l l o c a t i o n t o the P a r t i c i p a t i n g Area and other 
committed leases w i t h i n t he MCA U n i t Area and the r e a l l o c a t i o n t o 
the r e s p e c t i v e p r o r a t i o n u n i t s t h e r e i n s h a l l be made upon the 
f o l l o w i n g p l a n : 

(a) The u n i t operator s h a l l submit t o the Com­
mission f o r approval the nomination i n t o t a l 
b a r r e l s d a i l y and schedule o f r e a l l o c a t i o n 
t o the r e s p e c t i v e p r o r a t i o n u n i t s . Said 
nomination and schedule s h a l l be submitted 
t o the Commission and a d u p l i c a t e s h a l l be 
su p p l i e d t o the Hobbs D i s t r i c t O f f i c e of 



the Commission not l a t e r than t h e 
t w e n t i e t h day o f each month preceding 
the next p r o r a t i o n month. 

Each p r o r a t i o n u n i t s h a l l be assigned an 
acreage allowable i n whatsoever amount i t 
i s capable o f producing up t o but not 
exceeding f i f t e e n (15) b a r r e l s d a i l y , 
unless the u n i t operator nominates a 
les s e r amount per p r o r a t i o n u n i t . 

Each p r o r a t i o n u n i t capable o f producing 
the acreage allowa b l e but incapable of 
producing the acreage a l l o w a b l e plus the 
allo w a b l e assignable through the a p p l i c a ­
t i o n of the v o i d space formula h e r e i n a f t e r 
provided s h a l l be assigned an allowabl e 
equal t o t h a t volume of o i l shown on i t s 
p r o d u c t i o n t e s t . 

A l l p r o r a t i o n u n i t s capable o f producing 
s a i d acreage allowable plus the a l l o w a b l e 
a l l o c a t e d through the a p p l i c a t i o n of the 
v o i d space formula s h a l l be assigned a 
p r o p o r t i o n a t e p a r t of the t o t a l v o i d 
space allowa b l e so t h a t each s a i d p r o r a ­
t i o n u n i t w i l l share i n the v o i d space 
a l l o c a t i o n i n inverse p r o p o r t i o n t o the 
amount o f r e s e r v o i r space voided as 
r e f l e c t e d by i t s p r o d u c t i o n t e s t s i n 
s t r i c t accordance w i t h the f o l l o w i n g 
formula: 

P r o r a t i o n U n i t Reciprocal 
Void Space Factor X Void Space = 
Summation of MCA U n i t Re- Allowable 
c i p r o c a l Void Space Factors 

The r e c i p r o c a l v o i d space f a c t o r s t o be 
determined from the attached E x h i b i t "B", 
being a t a b l e of"BARRELS OF RESERVOIR SPACE 
VOIDED IN PRODUCING ONE BARREL OF STOCK TANK 
OIL, AND THE RECIPROCAL FACTOR THERETO, AT 
GIVEN GAS-OIL RATIOS AND RESERVOIR PRES­
SURES . " 

A p r o r a t i o n u n i t upon which i s l o c a t e d a 
newly completed or r e c o n d i t i o n e d w e l l s h a l l 
be assigned an all o w a b l e i n accordance w i t h 
i t s acreage and v o i d space allowab l e from 
the f i r s t day o f pr o d u c t i o n o f new o i l . 

Number 
Barrel; 
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( f ) The p r o r a t i o n u n i t s w i t h i n the MCA U n i t Area 
s h a l l have a t o p d a i l y o i l a l l o w a b l e equal 
t o the Southeast New Mexico Waterflood Allow­
able Factor c u r r e n t l y i n e f f e c t or as m o d i f i e d 
by f u t u r e orders o f the Commission, s u b j e c t t o 
the acreage and v o i d space allowab l e a l l o c a ­
t i o n s . A p r o r a t i o n u n i t must have e i t h e r a 
producing w e l l , an i n j e c t i o n w e l l or a s h u t - i n 
w e l l capable o f p r o d u c t i o n b e f o r e i t can 
r e c e i v e an a l l o w a b l e assignment. 

(g) Bottomhole pressure surveys and g a s - o i l r a t i o 
t e s t s s h a l l be taken and f i l e d w i t h the Com­
mission i n accordance w i t h the Commission 
Rules and Regulations every s i x (6) months 
or a t such periods as t h e Commission i n i t s 
d i s c r e t i o n may p r e s c r i b e from time t o t i m e . 
A l l bottomhole pressures s h a l l be computed 
t o a common datum of sea l e v e l . 

(h) I n no event s h a l l any w e l l producing from 
horizons other than the Grayburg-San Andres 
formations be p r o r a t e d under t h i s plan o f 
a l l o c a t i o n . 

(4) That the operator i s hereby a u t h o r i z e d t o t r a n s f e r the 
t o p u n i t a l l o w a b l e from any p r o r a t i o n u n i t c o n t a i n i n g o n l y an 
i n j e c t i o n w e l l , or a w e l l s h u t - i n f o r engineering reasons and 
approved by the Commission, t o any w e l l or w e l l s assigned a t o p 
u n i t a l l o w a b l e under the v o i d space formula and capable of making 
the t r a n s f e r r e d a l l o w a b l e or p o r t i o n t h e r e o f . Where a w e l l i s 
incapable o f producing i t s c a l c u l a t e d v o i d space allowable, the 
d i f f e r e n c e between i t s c a p a b i l i t y and t h a t a l l o w a b l e assigned by 
the v o i d space formula may l i k e w i s e be t r a n s f e r r e d t o any w e l l or 
w e l l s assigned a t o p u n i t a l l o w a b l e under the v o i d space formula 
capable o f making the t r a n s f e r r e d a l l o w a b l e or a p o r t i o n t h e r e o f . 
Provided however, t h a t no a l l o w a b l e s h a l l be t r a n s f e r r e d across 
the boundary o f the P a r t i c i p a t i n g Area or across the boundary of 
any lease o u t s i d e the P a r t i c i p a t i n g Area w i t h o u t n o t i c e and 
h e a r i n g . 

(5) That an exception i s hereby granted t o the p r o v i s i o n s 
o f Rule 309-A o f the Commission Rules and Regulations t o permit 
the p r o d u c t i o n o f more than s i x t e e n w e l l s i n t o a s i n g l e tank 
b a t t e r y . Operator s h a l l n o t i f y the Commission of the l o c a t i o n 
o f any c e n t r a l tank b a t t e r y a t the time o f i t s i n s t a l l a t i o n . 

(6) That no w e l l i n the MCA U n i t Area t h a t i s w i t h i n the 
P a r t i c i p a t i n g Area and i s c l o s e r than 1000 f e e t t o the boundary 
t h e r e o f or t h a t i s o u t s i d e the P a r t i c i p a t i n g Area and i s c l o s e r 
than 1000 f e e t t o the P a r t i c i p a t i n g Area or t o another lease 
s h a l l produce i n excess of two times the t o p u n i t a l l o w a b l e f o r 
the MCA U n i t Area. The S e c r e t a r y - D i r e c t o r may, upon a p p l i c a t i o n 
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f i l e d i n due form, approve p r o d u c t i o n i n excess o f two times the 
to p u n i t a l l o w a b l e i f a l l o f f s e t operators have been n o t i f i e d o f 
the a p p l i c a t i o n and no o b j e c t i o n has been receiv e d w i t h i n t e n 
days. The S e c r e t a r y - D i r e c t o r may gr a n t immediate approval o f 
such a p p l i c a t i o n upon r e c e i p t o f w r i t t e n waivers o f o b j e c t i o n 
from a l l such o f f s e t o p e r a t o r s . 

(7) That a l l previous orders p e r t a i n i n g t o the MCA U n i t 
are hereby superseded i n s o f a r as they are i n c o n s i s t e n t w i t h t h i s 
o rder. 

(8) That j u r i s d i c t i o n o f t h i s cause i s r e t a i n e d f o r the 
e n t r y o f such f u r t h e r orders as the Commission may deem necessary. 

DONE a t Santa Fe, New Mexico, on t h e day and year h e r e i n ­
above designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

r & Secretary 

S E A L 

e s r / 
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SUPPLEMENTAL AND AMENDATORY AGREEMENT TO 
MALJAMAR COOPERATIVE AGREEMENT 

(SUPPLEMENT NO. 5) 
I See. No. 341 

THIS AGREEMENT, made and entered into as of the f i r s t 

day of July s 1962, by and between the parties subscribing 9 r a t i ­

fying or consenting hereto and herein referred to as the "parties 

hereto," 

W I T N E S S E T H; 

WHEREAS, by instrument entitled "Supplemental and Amen­

datory Agreement to Maljamar Cooperative Repressuring Agreement 

(Supplement No. 4), I Sec. No. 341," that certain agreement dated 

the 5th day of August, 1941, entitled "Maljamar Cooperative Re­

pressuring Agreement," together with a l l prior amendments thereof 

were further amended and supplemented and consolidated together 

in a single instrument so entitled, which Supplement No. 4 agree­

ment was approved by the Secretary of the Interior on February 5, 

1960, and by the Commissioner of Public Lands of the State of 

New Mexico on December 23, 1959, and is now in f u l l force and 

effect; and 

WHEREAS, among the parties hereto are a l l of the partie 

who, as owners of working interests under o i l and gas leases com­

mitted thereto, were parties to such prior agreement as so amen­

ded; and 

WHEREAS, said Supplement No„ 4 agreement contemplates 

the possibility that waterflooding or other secondary recovery 

operations other than the then existing gas injection pressure 

maintenance program might become desirable in order to more 

f u l l y and completely recover the o i l and gas within one or more 

MAR 2 7 1963 
U S. GEOLOGICAL SURVEY 

ROSWELL, NEW MEXICO 

\ 
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formations underlying the Cooperative Area covered thereby; and 

WHEREAS , such parties and the other parties hereto 

owning r o y a l t y , overriding r o y a l t y , production payment or other 

l i k e interests i n the o i l and gas underlying the Cooperative 

Area believe that the Grayburg-San Andres formations, as herein­

a f t e r defined, underlying the Participating Area hereinafter 

described, should now be subjected to such a secondary recovery 

operation i n order to ef f e c t a greater ultimate recovery of o i l 

and gas producible from such formations underlying said lands, 

and that the greatest ultimate recovery can be effected by f u l l y 

u n i t i z i n g that portion of the Cooperative Area included w i t h i n 

such Participating Area and by providing f o r the f u l l u n i t i z a ­

t i o n of such additional lands as may hereafter be ready f o r such 

secondary recovery operations and which should hereafter be i n ­

cluded i n such Participating Area, and the parties hereto, t o ­

gether with the United States of America as to federal lands 

located w i t h i n tbe Cooperative Area s by the Secretary of the 

I n t e r i o r or his delegate, aicid the State of New Mexico as to 

lands of the State of New Mexico l y i n g w i t h i n the Cooperative 

Area by I t s Commissioner of Public Lands, as evidenced by t h e i r 

respective c e r t i f i c a t e s hereto, desire to ef f e c t such f u l l u n i ­

t i z a t i o n f o r the purposes aforesaid; 

NOW, THEREFORE, i n consideration of the premises, i t 

i s mutually agreed by and between the parties hereto that the 

aforesaid agreement of August 5, 1941, as heretofore so supple­

mented and amended, sh a l l be and same i s heteby further supple­

mented and amended so that the following a r t i c l e s hereof as 

hereinafter set f o r t h s h a l l , with respect only to the Grayburg-

San Andres formations, as defined herein, underlying the P a r t i ­

cipating Area hereinafter described, or any enlargement thereof, 

be and become e f f e c t i v e as between a l l of such pa r t i e s , the said 

-2-
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Supplement H©„ 4 remaining in f u l l force and effect as to a l l 

other formations underlying such Cooperative Area, and as to the 

Grayburg-San Andres formations lying without such Participating 

Area but within the Cooperative Area described in such Supplement 

No„ 4 u n t i l any such land may hereafter be included in an enlar­

ged Participating Area pursuant to the provisions hereof„ 

I 

The provisions of the following sections of said Supple­

ment No. 4 s to the extent not inconsistent herewith, shall be 

applicable hereto: Sections I (ENABLING ACT AND REGULATIONS), 

I I (COOPERATIVE AREA), V (LEASEHOLD INTERESTS COMMITTED), VI 

.(EXPANSION OF COOPERATIVE AREA), -VIII (NATURAL GASOLINE, OTHER 

PRODUCTS AND RESIDUE GAS) (except as modified herein), X I I (REN­

TAL SETTLEMENT), X I I I (ROYALTY SETTLEMENT) (except as modified 

herein), XIV (CONSERVATION), XV (LEASES CONFORMED TO AGREEMENT), 

XVI (COVENANTS RUN WITH LAND), XVIII (RATE OF PROSPECTING, DEVE­

LOPMENT AND PRODUCTION), XIX (EXISTING AGREEMENTS NOT CANCELLED), 

XX (SUSPENSION OF OBLIGATIONS), XXI (NOTICES), XXII (NO WAIVER 

OF CERTAIN RIGHTS), XXIV (WARRANTY OF TITLE) and XXV (COUNTER­

PARTS) thereof, and subparagraphs 1 and 2 of Section XI (PRES­

SURE MAINTENANCE AND SECONDARY RECOVERY OPERATIONS) (except to 

the extent that this agreement -modifies the same) and Section 

XXIII (STATUS OF PARTIES AND SUBSEQUENT JOINDER) thereof (ex­

cept, however, that any subsequent joinder under the provisions 

of said Section XXIII (STATUS OF PARTIES AND SUBSEQUENT JOINDER), 

from and after the date hereof, shall likewise serve to commit 

the interest of any such subsequently joining party to the pro­

visions of this Supplement No„ 5 and to the f u l l unitization 

provided for herein as to lands within the Participating Area, 

or any enlargement thereof, and to the provisions for subsequent 

commitment thereto upon any such enlargement thereof„) A l l 

3-
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other of the provisions of said Supplement No„ 4 are superseded 

by the provisions hereof. 

The parties hereto commit t h e i r respective interests 

within the Cooperative Area described i n said Supplement No„ 4 to 

the terms hereof. 

This agreement s h a l l apply only to the Grayburg-San 

Andres formations underlying the Cooperative Area, Lands i n ­

cluded w i t h i n the Participating Area, or any enlargement thereof, 

shall continue to be subject in a l l things to the terms and pro­

visions of said Supplement No„ 4. Lands wi t h i n the Part i c i p a t i n g 

Area hereinafter described or any enlargement thereof s h a l l , as 

to the Grayburg-San Andres formations being f u l l y u n i t i z e d here­

under, be governed by the following provisions hereof„ 

I I 

UNIT AREA AND PARTICIPATING AREA: The following des­

cribed lands comprise the Cooperative Area as described i n said 

Supplement No. 4 agreement: 

Township 17 South, Range 32 East, N.M.P.M., 
Lea County, New Mexico: 
Sections 14 to 23 inclusive 
Sections 25 to 35 inclusive 

Township 17 South, Range 33 East, N0M„P.M„, 
Lea County, New Mexico: 
West Half (W72) Section 3(3 — — — 

containing 13,786.66 acres, more or less. 

Said Cooperative Area s h a l l be the Unit Area. 

The following described lands l y i n g w i t h i n such Cooper-

ative Area are hereby designated and recognized as co n s t i t u t i n g 

the Participating Area f o r the Grayburg-San Andres formations: 

Township 17 South, Range 32 East, N.M.P.M., 
Lga_County, New Mexico: 
T>ectTotT 13: l5W4• s¥/4 
Section 16: S/2 SE/4, S/2 SW/4, W/2 NW/4, 

NE/4 NW/4 
Section 17: E/2 SE/4, E/2 NE/4, NW/4 NE/4, 

SE/4 NW/4, S/2 SW/4 
Section 18: SW/4 SW/4 
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Section 19s A l l 
Section 20s A l l 
Section 21s A l l -
Section 22s A l l , except 1/2 NE/4 and NE/4 NW/4 
Section 23s A l l , except 1/2 ME/4 "' ' 
Section 25s A l l , except S/2 SW/4 and SW/4 SE/4 
Seetiora 26s A l l , except E/2 SE/4 and SW/4 SE/4 
Section 27s A l l 
Section 28s A l l 
Section 29s A l l 
Section 30s A l l 
Section 31s NE/4 MW/4 
Section 33s N/2 
Section 34s W/2 NW/4, NE/4 NW/4, NW/4 NE/4 

Township 17 South, Range 33 East, N.M.P.M., 
Lea.County, New Mexico; 1 1 

Section I W I W 7 W 7 ^ / 2 SW/4 ~~ "~ 
Embracing 8,055„16 acres more or less. 

There is"attached hereto as Exhibit "A" a map showing 

the Cooperative Area and p a r t i c u l a r l y the P a r t i c i p a t i n g Area em­

braced therein, the classes of land involved, the boundaries of 

the respective leasehold interests w i t h i n said area, and the 

t r a c t numbers thereof corresponding to the t r a c t numbers shown 

on Exhibit "B" attached hereto. These t r a c t numbers i n turn 

correspond with the t r a c t numbers i n Exhibits "A98 and "B" to 

such Supplement No. 4, except to the extent that less than a l l 

of a t r a c t shown on such Exhibits "A" and "B" to such Supplement 

No. 4 are included w i t h i n the above described P a r t i c i p a t i n g Area 

i n which event a l e t t e r "X" designation has been employed follow 

ing the t r a c t number to indicate that part of such a Supplement 

No. 4 t r a c t l y i n g w i t h i n the P a r t i c i p a t i n g Area. Exhibit "B" 

attached hereto i s a schedule showing, to the extent known to 

the Operator, the acreage, percentage and kind of ownership of 

o i l and gas interests i n the t r a c t s comprising the Participating 

Area insofar as the f u l l y u n i t i z e d formations are concerned. 

However, nothing, herein or i n said Exhibits contained s h a l l be 

construed as a representation by any party hereto as to the 

ownership of any i n t e r e s t other than such i n t e r e s t or interests 

as are shown in said Exhibits as owned by such party. For the 
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sake of convenience, percentages have been employed whether or 

not the in t e r e s t as created i s expressed i n terms of percentage 

or as a f r a c t i o n a l i n t e r e s t , and each party hereto commits the 

entire interest i n fact owned by him to t h i s agreement whether 

or not the percentage employed to indicate his i n t e r e s t i s 

wholly correct. Operator, as such, i s relieved of any responsi­

b i l i t y f o r any defect i n or f a i l u r e of any t i t l e or interest 

hereunder. Exhibits "A" and "B" may be revised by the Operator 

as hereinafter provided whenever changes i n the Par t i c i p a t i n g 

Area renders such revisions necessary, or when requested by the 

Oil and Gas Supervisor, hereinafter referred to as "Supervisor," 

or when requested by the Commissioner of Public Lands of the 

State of New Mexico, hereinafter referred to as "Gommissioner," 

and not less than seven copies of the revised exhibits s h a l l be 

f i l e d with the Supervisor arid one copy thereof s h a l l be f i l e d 

with the Commissioner and one copy with the New Mexico O i l Con­

servation Commission, hereinafter referred to as "Commission." 

I l l 

SUBSTANCES FULLY UNITIZED: A l l o i l and gas produced 

from the Grayburg-San Andres formations underlying the Participa­

t i n g Area, as herein defined, are hereby f u l l y u n i t i z e d and are 

hereinafter referred to as " f u l l y u n i t i z e d substances." 

For the purpose of t h i s agreement, the u n i t i z e d forma­

tions (also referred to i n t h i s agreement as the Grayburg-San 

Andres Formations) are i d e n t i f i e d and l i m i t e d to that part of 

the Grayburg and San Andres Formations from the top thereof 

(found at the stratigraphic equivalent of 3419 feet on the 

Gamma Ray-Neutron Log of the Baish "B" wel l No. 36 located 554 

feet from the north and west lines of Section 28, T-17-S, 

R-32-E, N.M.P.M.) to a depth of -700 feet subsea. 

_6-
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IV 

EXPANSION: The above described Par t i c i p a t i n g Area may 

when practicable be expanded to include therein any additional 

t^act or t r a c t s regarded as reasonably necessary or advisable f o r 

inclusion i n order to more f u l l y accomplish the purposes of t h i s 

agreement. Such expansion s h a l l be effected i n the following 

manner: 

(a) Any 40-acre legal subdivision of lands or l o t equi­

valent l y i n g w i t h i n the Cooperative Area but outside the P a r t i c i ­

pating Area s h a l l be e l i g i b l e f o r inclusion w i t h i n the Participa­

t i n g Area insofar as the f u l l y u n i t i z e d formations covered hereby 

are concerned whenever a well located thereon i s capable of pro­

ducing from the u n i t i z e d formations. Subject to the approval of 

the Director and the Commissioner, the working in t e r e s t owner or 

owners of such developed t r a c t and the working in t e r e s t owner or 

owners of a l l t r a c t s w i t h i n the Participating Area s h a l l deter­

mine that such developed t r a c t should be included i n order to 

accomplish the purposes of t h i s agreement, a l l as provided i n the 

following subsections of t h i s section. 

Whenever a 40-acre legal subdivision of lands or l o t 

equivalent l y i n g w i t h i n the Cooperative Area but outside the 

Participating Area upon which there i s no we l l capable of produc­

ing f u l l y u n i t i z e d substances i s considered to be desirable f o r 

inclusion w i t h i n the Participating Area i n order to more f u l l y 

accomplish the purposes of t h i s agreement, then such t r a c t may 

be so included w i t h i n the Participating Area i n accordance with 

the following subsections of t h i s section except that the work­

ing i n t e r e s t owner or owners of such undeveloped t r a c t may not 

i n i t i a t e the request f o r inclusion contemplated by subsection 

(b) hereof, and the t r a c t p a r t i c i p a t i o n to be assigned such 

t r a c t may be determined as provided i n subsection (c) hereof. 

.7-
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(b) Either the working in t e r e s t owner or owners of 

such a developed t r a c t , or the working i n t e r e s t owners w i t h i n the 

then Participating Area, or the Director, or the Commissioner, 

may i n i t i a t e a demand addressed to the others that such t r a c t be 

included w i t h i n the Participating Area. Such demand s h a l l set 

f o r t h a. short statement of the reasons why such t r a c t should be 

included w i t h i n the Participating Area and s b a l l state a pro­

posed t r a c t p a r t i c i p a t i o n f o r such t r a c t . 

(c) Thereupon, Operator and the owner or owners of the 

working in t e r e s t i n such t r a c t s h a l l meet and seek to determine,-

on the basis of reasonable negotiation the estimated recoverable 

reserves of f u l l y u n i t i z e d substances underlying such t r a c t i n 

r e l a t i o n to recoverable reserves of f u l l y u n i t i z e d substances 

underlying the Participating Area, the t r a c t p a r t i c i p a t i o n that 

should be assigned to such t r a c t ; provided, however, i f the 

owner of the working in t e r e s t i n any such t r a c t proposed f o r i n ­

clusion within the Participating Area i s the Operator hereunder, 

then the working in t e r e s t owners exclusive of Operator s h a l l se­

lect a q u a l i f i e d person to meet with the Operator i n i t s capacity 

as a working in t e r e s t owner and seek to determine, on the basis 

aforesaid, the t r a c t p a r t i c i p a t i o n that should be assigned to 

such t r a c t , and such person f o r such l i m i t e d purpose s h a l l act as 

i f he were the operator hereunder. I f and when such parties 

agree upon the t r a c t p a r t i c i p a t i o n that should be assigned to 

such t r a c t , Operator thereupon, subject to the approval of the 

working in t e r e s t owners of the then Participating Area and sub­

j e c t to an appropriate agreement between the working in t e r e s t 

owner or owners of such t r a c t and the working interest owners i n 

the then Participating Area covering an adjustment of investment 

on account of the inclusion of such t r a c t , both as provided i n 

the Operating Agreement hereinafter provided f o r , s h a l l prepare 

a notice of the proposed expansion, describing the t r a c t so to 
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be included •within the Participating Area and the t r a c t p a r t i c i ­

pation assignable thereto. Copies of such notice s h a l l be mailed 

to the Supervisor, the Commissioner, the Commission, each working 

in t e r e s t owner of the then Participating Area, and the working 

interest owner or owners of the t r a c t proposed f o r inclusion. 

(d) Each addressee of the notice provided f o r above 

sha l l have t h i r t y (30) days from the date of such notice w i t h i n 

which to f i l e objections to the proposed expansion of the P a r t i ­

cipating Area, and a f t e r the lapse of such 30-day period, unless 

at least two or more working in t e r e s t owners with a combined 

p a r t i c i p a t i o n of at least f i v e percent ( 5 % ) , based upon t o t a l 

t r a c t participations of the working i n t e r e s t owners i n the then 

Participating Area, f i l e objections with the Operator, the Com­

missioner and the Supervisor to such proposed expansion, then 

the expansion sh a l l be subject to approval by the Director and 

the Commissioner, e f f e c t i v e as of 7:00 a.m. on the f i r s t day of 

the month following such approvals. Such t r a c t w i l l then be i n ­

cluded within the Participating Area as f u l l y as i f i n i t i a l l y a 

part thereof. 

(e) I f the t r a c t proposed f o r inclusion w i t h i n the 

Participating Area has as the owner of a ro y a l t y i n t e r e s t therein, 

or of an overriding r o y a l t y , production payment or other payment 

based upon production, one other than the United States of America 

or the State of New Mexico, then the working in t e r e s t owner or 

owners of the t r a c t to be included s h a l l during such 30-day period 

exercise t h e i r best e f f o r t s to procure a r a t i f i c a t i o n of t h i s u n i ­

t i z a t i o n by the owner or owners of any such i n t e r e s t . I f anyone 

other than the United States of America or the State of New Mexico 

is the owner of the basic ro y a l t y under the o i l and gas lease 

covering such t r a c t , then unless a l l of the owners of such roy­

a l t y sign such a r a t i f i c a t i o n before the expiration of such 
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30-day period Unit Operator may withdraw such notice of proposed 

expansion, unless a l l working in t e r e s t owners agree to the i n c l u ­

sion of such t r a c t w i t h i n the Participating-Area with a lesser 

percentage of the basic royalty committed hereto. In any event, 

the burden of any unsigned royalty i n t e r e s t or overriding roy­

a l t y , production payment or other such i n t e r e s t s h a l l be borne 

as hereinafter provided. 

There s h a l l be no contraction of the P a r t i c i p a t i n g Area, 

or of any enlarged Participating Area. 

Upon any revision of the Participating Area, the re­

vised t r a c t p a r t i c i p a t i o n s of the respective t r a c t s i n whole or 

in part within the Participating Area p r i o r to such revision 

shall remain i n the same r a t i o one to another. 

V 

OPERATOR: Continental O i l Company, a Delaware corpora­

t i o n , i s hereby designated as Operator f o r the f u l l y u n i t i z e d 

formations underlying the Participating Area, and by signing 

t h i s instrument i n such capacity i t agrees and consents to ac­

cept the duties and obligations of Operator f o r the operation, 

development and production of f u l l y u n i t i z e d substances as here­

i n provided. Whenever reference i s made herein to the Operator, 

such reference means the Operator acting i n that capacity and 

not as an owner of interests i n f u l l y u n i t i z e d substances, and 

the term "working i n t e r e s t owner" when used herein s h a l l include 

or refer to Operator as the owner of a working i n t e r e s t when such 

an interest i s owned by i t . 

VI 

RESIGNATION OR REMOVAL OF OPERATOR: Operator s h a l l 

have the r i g h t to resign at any time, but such resignation s h a l l 

not become e f f e c t i v e so as to release i t from the duties and 

obligations of Operator and terminate Operator's r i g h t s as such 
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f o r a period of six (6) months a f t e r w r i t t e n notice of in t e n t i o n 

to resign has been given by Operator to a l l working in t e r e s t 

owners, the Commissioner and the Supervisor, unless a new Opera­

tor s h a l l have taken over and assumed the duties and obligations 

of Operator p r i o r to the expiration of said period. 

The resignation of Operator s h a l l not release Operator 

from any l i a b i l i t y f o r any default by i t hereunder occurring 

p r i o r to tbe effective, date of i t s resignation. 

The Operator may, upon default or f a i l u r e i n the per­

formance of i t s duties or obligations hereunder, be subject to 

removal by the a f f i r m a t i v e eighty-five percent (85%) vote of the 

committed working in t e r e s t owners (on the basis of p a r t i c i p a t i o n 

within the Participating Area) exclusive of the working in t e r e s t 

owner who i s the Operator. Such removal s h a l l be e f f e c t i v e upon 

notice thereof to the Commissioner and the Supervisor. In the 

event Operator should s e l l or otherwise dispose of i t s working 

interests w i t h i n the Participating Area, then the Operator s h a l l 

be deemed to have resigned, and such resignation and selection 

of a new operator s h a l l be governed by the provisions of t h i s 

A r t i c l e VI and of A r t i c l e V I I . 

In a l l such instances of e f f e c t i v e resignation or re­

moval, u n t i l a successor to Operator i s selected and approved 

as hereinafter provided, the working in t e r e s t owners s h a l l be 

j o i n t l y responsible f o r the performance of the duties of the 

Operator and s h a l l , not l a t e r than t h i r t y (30) days before such 

resignation or removal becomes e f f e c t i v e , appoint a Manager to 

represent them in any action to be taken hereunder. 

The resignation or removal of Operator under t h i s 

agreement sh a l l not terminate i t s r i g h t , t i t l e or interest as 

the owner of a working in t e r e s t or other in t e r e s t i n u n i t i z e d 

substances, but upon the resignation or removal of Operator 
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becoming e f f e c t i v e s such Operator sh a l l deliver possession of a l l 

equipment, books, and records, materials, appurtenances and any 

other assets, used i n conducting the operations hereunder and 

owned by the working interest owners (including any and a l l data 

and information which i t might have gained or assembled by reason 

of i t s operation of the Participating Area) to the new duly qua­

l i f i e d successor Operator or to the Manager i f no such new Opera­

to r i s elected, to be used f o r the purpose of conducting opera­

tions hereunder,, Nothing herein s h a l l be construed as authorizing 

removal of any material, equipment and appurtenances needed f o r 

the preservation of any wells. Nothing herein contained s h a l l be 

construed to rel i e v e or discharge any Operator who resigns or i s 

removed hereunder f o r any l i a b i l i t y or duties accruing or perfor-

mable by i t p r i o r to the e f f e c t i v e date of such resignation or 

removal. 

V I I 

SUCCESSOR OPERATOR: Whenever the Operator sh a l l tender 

i t s resignation or sha l l be removed as hereinabove provided, the 

working interest owners sh a l l select a successor Operator by a 

majority vote of the working in t e r e s t owners (on the basis of 

par t i c i p a t i o n w i t h i n the Participating Area), provided no working 

int e r e s t owner who has been Operator and who has been removed may 

vote f o r self-succession. Such Selection s h a l l not become effec­

t i v e u n t i l (a) an Operator so selected s h a l l accept i n w r i t i n g the 

duties and r e s p o n s i b i l i t i e s of Operator, and '(b) the notice of 

selection s h a l l have been delivered to the Commissioner and the 

Supervisor. I f no successor Operator or Manager i s selected 

and q u a l i f i e d as herein provided, the Commissioner and the Direc­

t o r , at t h e i r e l e c t i o n , may declare t h i s agreement terminated. 

V I I I 

ACCOUNTING PROVISIONS AND OPERATING AGREEMENT: Costs 
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and expenses incurred by Operator i n conducting operations here­

under for the production of f u l l y u n i t i z e d substances s h a l l be 

paid and apportioned among the working i n t e r e s t owners i n accor­

dance with the Grayburg-San Andres Operating Agreement of even 

date herewith between working in t e r e s t owners owning working i n ­

terests i n one or more t r a c t s w i t h i n the Participating Area, 

No such Grayburg-San Andres Operating Agreement s h a l l be deemed 

to modify any of the terms and conditions of t h i s agreement or 

to relieve the Operator of his r i g h t or obligation established 

under t h i s agreement, and i n case of any inconsistency or con­

f l i c t between t h i s agreement and the Grayburg-San Andres Opera­

t i n g Agreement, t h i s agreement s h a l l p r e v a i l . Two true copies 

of any Grayburg-San Andres Operating Agreement executed pursuant 

to t h i s section s h a l l be f i l e d with the Commissioner and three 

true copies thereof s h a l l be f i l e d with the Supervisor p r i o r to 

the approval of t h i s agreement. That certain Cooperative Opera­

t i n g Agreement dated the 1st day of December, 1959, between 

working interest owners of lands included w i t h i n the Cooperative 

Area s h a l l continue i n e f f e c t as to lands w i t h i n the Cooperative 

Area but outside the Part i c i p a t i n g Area insofar as the Grayburg-

San Andres formations are concerned and insofar as a l l other 

formations are concerned, to a l l lands w i t h i n the Cooperative 

Area; and i n connection with gas i n j e c t i o n s h a l l remain i n f u l l 

force and e f f e c t as to any gas i n j e c t i o n anywhere wi t h i n the 

Cooperative Area. 

IX 

RIGHTS AND OBLIGATIONS OF OPERATOR: Except as other­

wise s p e c i f i c a l l y provided herein, the exclusive r i g h t , p r i v i ­

lege and duty of exercising any and a l l r i g h t s of the parties 

hereto which are necessary or convenient f o r prospecting f o r , 

producing, storing, a l l o c a t i n g and d i s t r i b u t i n g the f u l l y 
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u n i t i z e d substances are hereby delegated to and sh a l l be exer­

cised by the Operator as herein provided. Acceptable evidence 

of t i t l e to said r i g h t s s h a l l be deposited with said Operator, 

and together with t h i s agreement sh a l l constitute and define 

the r i g h t s , privileges and obligations of Operator. Nothing 

herein, however, s h a l l be construed to transfer t i t l e to any 

land or to any lease or operating agreement, i t being under­

stood that under t h i s agreement the Operator, i n i t s capacity 

as Operator, shall exercise the r i g h t s of possession and use 

vested i n the parties hereto only for the purposes herein speci­

f i e d . 

X 

PLAN OF OPERATIONS: I t i s recognized and agreed by 

the parties hereto that a l l of the lands w i t h i n the Participa­

t i n g Area are reasonably proved to be productive of f u l l y u n i t i ­

zed substances i n paying quantities and that the object and pur­

pose of t h i s agreement i s to formulate and to put i n t o e f f e c t a 

secondary recovery project i n order to ef f e c t the greatest re­

covery of f u l l y u n i t i z e d substances, prevent waste and conserve 

natural resources. The parties hereto agree that the Operator 

may, subject to the consent and approval of a plan of operation 

by the a f f i r m a t i v e vote of eighty percent (80%), based upon par­

t i c i p a t i o n , of the working in t e r e s t owners, and by the Super­

visor and the Commissioner, i n j e c t i n t o the u n i t i z e d formation, 

through any well or wells completed therein, brine, water, a i r , 

gas, o i l or other l i q u i d hydrocarbons, and any one or more other 

substances, whether produced from the Participating Area or not, 

and that the location of input wells and the rates of i n j e c t i o n 

therein and the rate of production shall be governed by stan­

dards of good geologic and petroleum engineering practices and 

conservation methods. After commencement of secondary recovery 
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operations, Operator s h a l l furnish the Commissioner and the 

Supervisor periodical i n j e c t i o n and production reports f o r each 

well i n the Participating Area. The working in t e r e s t owners, 

the Supervisor, and the Commissioner, s h a l l be furnished periodi­

cal reports on the progress of the plan of operation and any re­

visions or changes thereto; provided, however, that any major 

revisions of the plan of operation involving a basic deviation 

from the i n i t i a l plan of operation shall be subject to the con­

sent and approval by the a f f i r m a t i v e vote of eighty percent (807°), 

based upon p a r t i c i p a t i o n , of the working in t e r e s t owners, of the 

Supervisor, and the Commissioner. 

The i n i t i a l plan of operation s h a l l be f i l e d with the 

Supervisor and the Commissioner concurrently with the f i l i n g of 

t h i s agreement for f i n a l approval. Said i n i t i a l plan of opera­

t i o n and a l l revisions thereof s h a l l be as complete and adequate 

as the Supervisor and the Commissioner may determine to be ne­

cessary fo r timely operation consistent herewith. Reasonable 

diligence s h a l l be exercised i n complying with the obligations 

of the approved plan of operation. 

XI 

TRACT PARTICIPATION: The t r a c t p a r t i c i p a t i o n s assigned 

to each t r a c t w i t h i n the Participating Area on Exhibit "B" hereto 

r e f l e c t s the percentage of production of f u l l y u n i t i z e d substan­

ces from the Participating Area allocated to each committed t r a c t 

within the Participating Area. Production of f u l l y u n i t i z e d sub­

stances throughout the Participating Area sh a l l be allocated to 

the several t r a c t s comprising the same in the proportions shown 

by such t r a c t participations on Exhibit "B" or on any revision 

thereof should the Participating Area be revised as hereinabove 

provided. 

For so long as t h i s agreement remains i n e f f e c t , then 

i f anywhere wi t h i n the P a r t i c i p a t i n g Area there i s a well or 
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wells capable of producing f u l l y u n i t i z e d substances i n paying 

quantities i t w i l l be considered that f u l l y u n i t i z e d substances 

are being produced i n paying quantities from each t r a c t within 

the P a r t i c i p a t i n g Area insofar as the leases s operating agree­

ments 9 term r o y a l t i e s , or other l i k e instruments a f f e c t i n g such 

t r a c t are concerned, and, by the same token, whenever operations 

are being conducted upon any such t r a c t i t w i l l , f o r the same 

purposes, be considered as i f operations were being conducted 

upon each t r a c t w i t h i n the Participating Area, 

X I I 

TRACTS QUALIFIED FOR UNIT PARTICIPATION: Each t r a c t 

within the Participating Area has been committed to the Maljamar 

Cooperative Agreement, as amended, and t h i s agreement s h a l l be 

eff e c t i v e only when a l l parties to such Maljamar Cooperative 

Agreement, as amended, have executed t h i s agreement or a r a t i f i ­

cation thereof such that the working in t e r e s t i n each such t r a c t 

i s f u l l y committed hereto and a l l parties to such Maljamar Co­

operative Agreement have consented hereto, and only then when 

t h i s agreement has been approved by the Commissioner and Secre­

tary or his delegate such that the in t e r e s t of the United States 

of America and the State of New Mexico, respectively, as Lessors, 

has been e f f e c t i v e l y committed hereto as the owner of the basic 

royalty under any such t r a c t , and sha l l be e f f e c t i v e at 7:00 

a.m. on the f i r s t day of the month next following the approval 

by both of such o f f i c i a l s . 

X I I I 

BURDENS OF UNSIGNED ROYALTY: I f any owner of a royalty 

interest or an overriding royalty i n t e r e s t , production payment or 

other l i k e i n t e r e s t a f f e c t i n g any t r a c t w i t h i n the Participating 

Area committed hereto by working in t e r e s t owners f a i l s to execute 

or r a t i f y t h i s agreement and commit his i n t e r e s t hereto, then the 
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working i n t e r e s t owner or owners committing such t r a c t s h a l l , to 

the extent that actual production i s greater than allocated pro­

duction as to such t r a c t , alone bear the burdens thereof, and to 

the extent that allocated production i s greater than actual pro­

duction as to such t r a c t , s h a l l alone receive the benefit there­

of. 

XIV 

ALLOCATION OF FULLY UNITIZED SUBSTANCES: A l l f u l l y u n i ­

t i z e d substances produced and saved from the Par t i c i p a t i n g Area 

(less, save and except any part of such f u l l y u n i t i z e d substances 

used i n conformity with good operating practices on f u l l y u n i t i ­

zed land f o r d r i l l i n g , operating, camp, and other production or 

development purposes, or otherwise used i n operations hereunder 

pursuant to an approved plan of operation or unavoidably l o s t ) 

s h a l l be allocated to the various t r a c t s w i t h i n the Participating 

Area i n accordance with respective t r a c t p a r t i c i p a t i o n e f f e c t i v e 

hereunder during the respective periods such f u l l y u n i t i z e d sub­

stances were produced as hereinabove provided. The amount of 

f u l l y u n i t i z e d substances so allocated to each t r a c t , and only 

that amount, s h a l l be d i s t r i b u t e d among or accounted for to the 

parties executing, consenting to or r a t i f y i n g t h i s agreement en­

t i t l e d to share i n the production from such t r a c t i n the same 

manner, i n the same proportions, and upon the same conditions as 

they would have participated and shared i n the production from 

such t r a c t , or i n the proceeds thereof, had t h i s agreement not 

been entered i n t o , and with the same legal force and e f f e c t . 

The t r a c t s shown on Exhibits "A11 and "B" have been 

subdivided to the extent known to the parties to r e f l e c t a 

common ownership i n any such t r a c t throughout the area thereof, 

no part of any such t r a c t being owned d i f f e r e n t l y than any other 

part thereof, both as to the basic r o y a l t y , the working i n t e r e s t 
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and any overriding r o y a l t i e s , production payments, or other bur­

dens based upon production a f f e c t i n g the same. I f any error s h a l l 

have been made i n t h i s determination, or i f hereafter any assign­

ment i s made by any party hereto to an in t e r e s t covering less than 

a l l of any such t r a c t , then i n the absence of a recordable i n s t r u ­

ment executed by the parties to such assignment f i x i n g the d i v i ­

sion of ownership intended as between themselves, t h e i r respective 

ownership sh a l l be determined upon a surface acre basis. 

The f u l l y u n i t i z e d substances allocated to each t r a c t 

s h all be delivered i n kind to the respective working i n t e r e s t 

owners and parties e n t i t l e d thereto by v i r t u e of the ownership of 

o i l and gas r i g h t s therein or by purchase from such owners. Each 

working interest owner and the parties e n t i t l e d thereto by the 

lease terms or exi s t i n g contracts s h a l l have the continuing r i g h t 

to receive such production i n kind at a common point within the 

Participating Area and to s e l l or dispose of the same as i t sees 

f i t . Each such party s h a l l have the r i g h t to construct, maintain 

and operate a l l necessary f a c i l i t i e s for that purpose on P a r t i c i ­

pating Area lands, provided the same are so constructed, main­

tained and operated as not to i n t e r f e r e with operations carried 

on pursuant hereto. Any extra expenditure incurred by Operator 

by reason of the delivery i n kind of any portion of the f u l l y 

u n i t i z e d substances s h a l l be borne by the party receiving the 

same i n kind; however, the federal and state government r i g h t s 

to take royalty i n kind s h a l l not be affected. In the event 

any party hereto s h a l l f a i l to take or otherwise adequately dis­

pose of i t s proportionate share of the production from the Par­

t i c i p a t i n g Area currently as and when produced, then so long as 

such conditions continue. Operator, for the account and at the 

expense of such party and i n order to avoid c u r t a i l i n g opera­

tions on the Participating Area, may s e l l or otherwise dispose 

of such production to i t s e l f or others on a day-to-day basis at 
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not less than the prevailing market price i n the area f o r l i k e 

production, and the account of such party s h a l l be charged there­

with as having received such production,, The net proceeds, i f 

any, of the f u l l y u n i t i z e d substances so disposed of by Operator 

shall be paid to the party e n t i t l e d thereto„ 

Any party receiving i n kind or separately disposing of 

a l l or any part of the f u l l y u n i t i z e d substances allocated to 

any t r a c t , or receiving the proceeds therefrom i f the same i s 

sold or purchased by Operator, s h a l l be responsible f o r the pay­

ment of a l l r o y a l t y on the lease or leases and t r a c t s contribu­

ted hereto by i t , and each such party s h a l l hold each other party 

hereto harmless against a l l claims, demands and causes of action 

for such royalty or other such burdens on the lease or leases 

and t r a c t s contributed by i t . Each working i n t e r e s t owner s h a l l 

be responsible f o r the payment of r o y a l t y and of any overriding 

r o y a l t y , production payment, or l i k e burden upon production af­

fecting the t r a c t or t r a c t s owned by i t committed hereto. 

XV 

ROYALTY SETTLEMENTi Royalties due the United States 

and the State of New Mexico and to other lessors, and any over­

r i d i n g r o y a l t i e s , production payments or l i k e burdens upon pro­

duction, insofar as they become due on account of the production 

of f u l l y u n i t i z e d substances, s h a l l be paid by the respective 

owners of leasehold interests committed hereto burdened there­

with at the rates and i n the manner specified i n the respective 

leases, except that as specified i n Section XIV (ALLOCATION OF 

FULLY UNITIZED SUBSTANCES) hereof, such payments shall be deter­

mined upon the basis of the production allocated to the respec­

t i v e t r a c t s hereunder rather than upon actual production from 

any such t r a c t , provided, that f o r leases on which the r o y a l t y 

rate depends on the d a i l y average production per w e l l , said 
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average production s b a l l be determined i n accordance with the 

operating regulations as though the p a r t i c i p a t i n g area were a 

single consolidated lease; provided further that when such a 

lease l i e s i n part w i t h i n and i n part outside the Participating 

Area the dai l y average production of the two parts s h a l l be es­

tablished independently. The da i l y average production on the 

part inside w i l l be computed as set out above and the dai l y 

average production on the part outside s h a l l be computed on the 

basis of the production and the number of wells on that part i n 

accordance with the operating regulations, 

XVI 

ROYALTY ON OUTSIDE SUBSTANCES: I f any substance pro­

cured i n whole or i n part from lands not w i t h i n the Part i c i p a t i n g 

Area (other than gas being injected under the terms of the Malja­

mar Cooperative Agreement as amended, which agreement continues 

to govern the i n j e c t i o n of gas into the f u l l y u n i t i z e d formations) 

is injected i n t o the f u l l y u n i t i z e d formations f o r the purpose 

of increasing the ultimate recovery, which sh a l l be i n confor­

mance xtfith a plan f i r s t approved by the Supervisor and the Com­

missioner, part or a l l of such injected substance less deductions 

fo r loss from any cause may be withdrawn, royalty free, pursuant 

to such conditions and formulas as may be prescribed or approved 

by the Supervisor and the Commissioner. Operator s h a l l cooperate 

with the Operator's Committee i n i n j e c t i n g any gas into the Par­

t i c i p a t i n g Area. Any gas produced from the f u l l y u n i t i z e d f o r ­

mation and not re-injected but disposed of s h a l l be a f u l l y u n i ­

t i z e d substance allocable and d i s t r i b u t a b l e as any other f u l l y 

u n i t i z e d substance as provided herein. 

XVII 

TITLE FAILURE: No person executing, r a t i f y i n g or con­

senting to t h i s instrument s h a l l have any r i g h t to receive any 
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part of the f u l l y u n i t i z e d substances, or the proceeds thereof, 

produced from the Participating Area i n the event his t i t l e i s 

los t or f a i l s , and should any question arise with respect to 

the t i t l e of any such party then amounts otherwise accruing to 

such party may be suspended u n t i l the t i t l e dispute i s f i n a l l y 

determined, 

X V I I I 

MATHEMATICAL ERRORS: I t i s hereby agreed by a l l par­

t i e s to t h i s agreement that Operator i s empowered to correct any 

mathematical errors which might exist i n the pertinent exhibits 

to t h i s agreement upon approval of the Commissioner and the 

Supervisor. 

XIX 

COVENANTS RUN WITH LAND: The covenants herein s h a l l be 

construed to be covenants running with the land with respect to 

the i n t erest of the parties hereto and t h e i r successors i n i n ­

terest u n t i l t h i s agreement terminates, and any grant, transfer 

or conveyance of any inte r e s t i n lands or leases subject hereto 

sh a l l be subject hereto and hereby i s conditioned upon the assum­

ption of a l l privileges and obligations hereunder by the grantee, 

transferee or other successor i n i n t e r e s t . No assignment or 

transfer of any working interest subject hereto s h a l l be binding 

upon Operator u n t i l the f i r s t day of the calendar month a f t e r 

Operator is furnished with the o r i g i n a l , or acceptable photostatic 

or c e r t i f i e d copy, of the recorded instrument of transfer; and no 

assignment or transfer of any royalty i n t e r e s t subject hereto 

sh a l l be binding upon the working in t e r e s t owner responsible 

therefor u n t i l the f i r s t day of the calendar month a f t e r said 

working in t e r e s t owner i s furnished with the o r i g i n a l , or accep­

table photostatic or c e r t i f i e d copy, of the recorded instrument 

of transfer. 
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XX 

NONDISCRIMINATION: In connection with the performance 

of work under t h i s agreements the Operator agrees to comply with 

a l l of the provisions of Section 301(1) to (7) inclusive, of 

Executive Order 10925 (26 F.R. 1977), which are hereby incorpor­

ated by reference i n t h i s agreement. 

XXI 

EFFECTIVE DATE AND TERM: This agreement s h a l l become 

binding upon each party who executes or r a t i f i e s i t as of the 

date of execution or r a t i f i c a t i o n by such party and sh a l l become 

ef f e c t i v e as hereinabove provided i n Section X I I (TRACTS QUALIFIED 

FOR UNIT PARTICIPATION). 

The term of t h i s agreement sh a l l be for and during the 

time that f u l l y u n i t i z e d substances are produced i n quantities 

s u f f i c i e n t to pay f o r the cost of producing same from wells on 

uni t i z e d land or operations (whether d r i l l i n g , reworking, t e s t i n g , 

or the l i k e ) are being conducted i n the u n i t i z e d formation on the 

Participating Area or any enlargement thereof, a l l without any 

single cessation of more than ninety (90) consecutive days, un­

less sooner terminated by working interest owners i n the manner 

hereinafter provided. No termination of t h i s Supplement No. 5 

agreement s h a l l serve to terminate the aforesaid Supplement No. 

4 agreement. 

This agreement may be terminated with the approval of 

the Commissioner and the Director by working i n t e r e s t owners 

owning ninety percent (90%) p a r t i c i p a t i o n hereunder whenever such 

working interest owners determine that operations hereunder are 

no longer p r o f i t a b l e , feasible or in the i n t e r e s t of conservation. 

Notice of any such termination s h a l l be given by Operator to a l l 

parties hereto. 

Upon termination of t h i s agreement, however effected, 
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the further development and operation of the Participating Area 

hereunder s h a l l be abandoned and thereafter the parties hereto 

shall be governed by the terms and provisions of the leases and 

contracts a f f e c t i n g the separate t r a c t s , including and as modi­

f i e d by said Supplement No. 4 agreement i f i t continues i n e f f e c t , 

except in t h i s , that Operator f o r the account of working i n t e r e s t 

owners s h a l l have a period of six (6) months a f t e r any such t e r ­

mination within which to conduct salvage operations on any t r a c t 

within the Part i c i p a t i n g Area, 

XXII 

SUBSEQUENT JOINDER: Subsequent joinder of a working i n ­

terest shall be effected by the working i n t e r e s t owner or owners 

owning any t r a c t to be committed hereto subsequent to the effec­

t i v e date hereof as i n Section I hereof provided, except that the 

one-year period prescribed i n Section X X I I I (STATUS OF PARTIES 

AND SUBSEQUENT JOINDER) of the Supplement No, 4 agreement s h a l l 

not extend beyond the e f f e c t i v e date hereof, and such one-year 

period i s f o r every purpose shortened to the extent that i t 

shall not extend beyond such e f f e c t i v e date, and no such subse­

quent joinder s h a l l be e f f e c t i v e except with the consent of the 

working interest owners within the Participating Area who have 

entered int o the Grayburg-San Andres Operating Agreement and 

upon the j o i n i n g working i n t e r e s t owners' execution of a counter­

part thereof. 

After the e f f e c t i v e date hereof the owner of a royalty, 

overriding r o y a l t y , production payment or l i k e interest i n any 

t r a c t w i t h i n the Participating Area may commit his or i t s i n t e r e s t 

hereto with w r i t t e n consent by the working i n t e r e s t owner respond 

sible therefor by executing a counterpart hereof or by executing 

an instrument of r a t i f i c a t i o n and consent hereto. The e f f e c t i v e 

date thereof s h a l l be 7:00 a,m„ on the f i r s t day of the month 
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next following the f i l i n g with Operator of the instrument or i n ­

struments evidencing such joinder. 

X X I I I 

COUNTERPARTS: This agreement may be executed i n any 

number of counterparts, no one of which needs to be executed by 

a l l parties, or may be r a t i f i e d or consented to by separate i n ­

strument i n w r i t i n g s p e c i f i c a l l y r e f e r r i n g hereto and sha l l be 

binding upon a l l those parties who have executed such a counter­

part, r a t i f i c a t i o n , or consent hereto with the same document 

and regardless of whether or not i t i s executed by a l l other 

parties owning or claiming an inte r e s t i n the lands wi t h i n the 

above described Cooperative Area. 

The joinder herein by any party s h a l l be e f f e c t i v e to 

commit a l l of such party's interests with i n the Cooperative Area 

to t h i s agreement, and, as to a working i n t e r e s t owner not yet 

committed thereto, to the Supplement No. 4 agreement. 

XXIV 

BORDER AGREEMENTS: Subject to the approval of the 

Supervisor and the Commissioner, the u n i t operator, with con­

currence of ninety percent (907o) of the working in t e r e s t owners 

may enter i n t o a border-protection agreement or agreements with 

the working in t e r e s t owners of adjacent lands along the exte r i o r 

boundary of the u n i t area with respect to the operations i n the 

border area f o r the maximum ultimate recovery, conservation pur­

poses and proper protection of the parties and interests. 

WITNESS the execution hereof, as of the date f i r s t 

hereinabove set f o r t h , the date of execution by each being set 

opposite i t s name. 
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-ATTEST:,,. 

V V'i 

Date 

Date: j /0<dz>L,s^ 

CARPER DRILLING COMPANY, INC. 

By CK^?^^^ J ^ ^ ^ J 

i t s T T c . ^ . „ 
— tet^aldy Cu-ptif,President 

Working I n t e r e s t Owner 

ZULA COCKBURN 
Working I n t e r e s t Owner 

A V K - ' C . TSpmpson/Kss't. Secretary 

. MJa.fcCt .OCT 3 1962 

DRILLING AND EXPLORATION COMPANY, 
INC 

I t s g. X. Roberts. IxIAice President 

Working I n t e r e s t Owner 

Date: OCT 2 t982 

FAIR N & N TRUST 

'trustee 

Working I n t e r e s t Owner 

°CT2 1962 

Date: 

Date 

OCT 2 196? 

FAIR OIL COMPANY 

By <^ fig A AM A. f / j . . ib&,u--

Working Interest Owner 

R. W„ F'X'XR 
Working Interest Owner 

Working Interest Owner 

GENEVA PIERCE 
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"OCT 5 1362 
Date : 

VANDIVER 
RY JO 

individually and as Co-Execu­
trixes of the Estate of Ross 
Sears, Deceased, & Mary Jo Van-
diver as Trustee under the Will 
of Ross Sears, Deceased 

Working Interest Owners 

MARY KATHERINE FOWLES 
CHARLOTTE WOODS RUNYAN 
EMILY KATHERINE FLINT BOYD 
ROSEMARY FLINT 
VIRGINIA WOODS SHAW 

Date: 5 •%2 
By. 

" M " B . SH4W9"tneTF 
itporney- in - Fac t 
Working Interest Owners 

Date; 

Working st Owner 

Date ION C. "SMITH 

Working Interest Owner 
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ATTEST: 

.•••V, A i> "«JUti:wAys, 

. # . . • * " ^ ' * A ^ I S J A N T SECRETARY 
- V ' D a t e ' : ^ ' N f cJ^ r 2 . V - 4, 2L * . \ • * -« ' *• ' 

•• •, ' : r. : 

\ \ ;0* 

" t t l t t H ' 1 ' 

KEWANEE OIL COMPANY 

1WCE PREsiDFfjT 

Working Interest Owner i n f o r ­
mations other than the f u l l y 
u n i t i z e d formations committed 
to the Supplement No. 4 Agree­
ment, hereby consenting to t h i s 
Amendment and Supplement thereto 

ATTEST-

••<-- • • , .AsSifts* 

-V .D3feer 

PAN AMERICAN PETROLEUM CORPORA­
TION 

I t s ATTORNEY-IN-FACT/ 

Working Interest Owner i n f o r ­
mations other than the f u l l y 
u n i t i z e d formations committed 
to the Supplement No, 4 Agree­
ment, hereby consenting to t h i s 
Amendment and Supplement thereto 

STATE OF TEXAS \ 
COUNTY OF TARRANT \ 

.The foregoing instrument was acknowledged before me 
t h i s - q ; day of »< fZ^C-^c , 1962, by TOHNE. KIRCHER 
.•A£t$r*fĉ ''<Ln Fact f o r CONTINENTAL OIL C0MPANY7~~a DeTaware corpora-
• 't%6ri'r' on'^be.half of said corporation. 

V^t; ;C&ni^^s v4b^.iExpires: Notary Public^ Tarrant County, 
Texas 

STATE OF ( T ^ f f i f r l U y I 
COUNTY OF CLJgjJL^ X 

>±\-\9.0'&. ;vi The f o i 
f o^'^day of 

ing instrument was acknowledged before me t h i s 
~^ 1962, by Stanley Carper, Preside^ ^ 

' ' ' o f CARPER DRILLING COMPANY, INCT7~aS 

corporat ion, on behalf of said corporat ion. 

My Commission Expires, 
OCT 8 19&gf 

ary vPlib3xc7 
County, / Z l e ^ l 
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STATE OF 
COUNTY OF c^^^-ri^L,,^^' \ 

The foregoing instrument was acknowledged before me this 
day of ffljcJT&A. 1962, by ZULA COCKBURN, 

..My^brnmission Expires 

1 • , ( ' . , I , 1 -S-»t 

County, 

STATE jiQF.j ' J U ^ * ^ / i 
i 

v ' / | ' ; : " " ^ v y v The f o r e g o i n g ins t rument was acknowledged be fo re me t h i s 
•% N 'V>£ ' | l ® ; ' 7 d a y Of f U X * - t U ^ ' 1962, by & A. Roberts, Jr., Vice President , 
f. - N • - » » » f f c . j ; ^ _ _ i £ = l £ i _ _ - - _ — _ _ — — — — — — . ' 

•< INC . , a /<L*^&wsc^g_ 

f; - •:\r 
( Co'mmlssion Exp i r e s : 

o f DRILLING AND EXPLORATION CoM-
c o r p o r a t i o n , on b e h a l f o f s a i d 

Notary/ Public, x9-^C&^ 
County, J j k S ^ y 

STATE OF 
COUNTY OF A ^ O J 

. The foregoing instrument was acknowledged before me this 
.vc^L day/, of, &rl£-' 1962, by (Af, L ^ u U ^ — 

, i f ^ , Trustee of FAIR N & N TRUST. 
0,1- W 7 < \ t V~ 

7 J ^ \ 
r s s ion x p i r e s : Notary Pyfb lie, AyyikX&s 

County 

STATE OF yfjp^Ouy 
COUNTY OF X-^CxX^ I 

The f o r e g o i n g ins t rument was acknowledged b e f o r e mer t h i s 
3— day o f i(Xc/r - » 1962, by M ^ ^ m ^ / - (A/, t 7̂  , 

f V y n / x J U ^ J r - o f FAIR OILICOMPANY, a 
corporation, on behalf of said corporation. 

*° MWGomm'^ss\on Exp_ i r e s : 
yzJU,y 

Notary /Pub l i c , ^ V V U ^ A J :ary £ 
County, 
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f'The foregoing instrument was acknowledged before me. this 
.ay of &Jjh^_ , 1962, by R. W„ FAIR 

ConSjilslion -Expires: Notary /Public 5 

County X ̂ /,^ 

The foregoing instrument was acknowledged before me this 
d a y o f McJdLZ 1962, by J. P. PIERCE 

: * \ 

'I 
iCommisslon Expires: 

STATE OF YILU3\V^VC^^I 
COUNTY OF o JT 

_J eJ<Lz~/ 
fotary" Public, Z ^ ~ / , W ' 
County, 

The fj?regpjja& instrument was acknowledged before me t h i s 
.day of Q ^ I M X J L X ^ , 1962, by VIRGINIA SEARS and MARY JO 
3(ER, lndivTa^3aTIyV~and~in the capacit ies there in s tated. 

My'jfe@5tnraission Expires 
" -mLzzAo ^ „ 

Notary Public, _ 
County, 

-

STATE OF, 
COUNTY Ot 

PUB V . 

The 
day of 

eRO^ng^instrument was acknowledged before, tae this 
1962, by JACK B. SHAW, as Attorney 

'act on behalfof MARY KATHERINE FOWLES, CHARLOTTE WOODS RUNYAN, 
YlKATHERINE FLINT BOYD, ROSEMARY FLINT, and VIRGINIA WOODS SHAW. 

,7 £> 

Commission Expires 
"OCT 8 1962 

fotary "-Pu 
County, 

STATE OF 
COUNTY OF 

The foregoing instrument was acknowledged before me this 
day of ELM 

ypWi^--- $w Commission Expires: 

1962, by JEWELL SMITH. 

Notary P u b T I c T _ ^ ^ ^ X J 
County. 
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STATE OF 
X ^ ^ ^ ^ C O U N T Y OF 

^^mP^^^^^^A The foregoing instrument was acknowledged before me this 
• M ^ S ^ ^ m ^ d a y o f ^ ^ ' ^ 1962, by LEON C. SMITH. 

mm 

j^opmission Expires: Notary Pub 1 i c , ~ T Z ^ ^ s t 
County, 

STATE OF £ 
•COUNTY OF 

The foregoing instrument was acknowledged before me t h i s 
" , 1962, by T . t \ - H o r J l r u ^ 

"KEWANEE OIL COMPANY, a ^uJo^aA* 
corporation. 

v ' «"*fv ( My Commission Expires: 
"My Commission Expires July 16, 1964 

Notary Public t f i <-"Tu>X» 
County, oî oJLuvv^av 

STATE OF 
COUNTY OF 

The foregoing instrument was acknowledged before me this 
day of ^ ^ y - c ^ , 1962, by D. B. MAS OH, JR. 

^^^RNEY-^-FACT • y of PAN AMERICAN PETROLEUM CORPORATION, 
corporation, on behalf of said corporation, 

ion Expires: Notary Public, 
County, 

VELMA B. CRAFT 

STATE OF 
COUNTY OF" 

X 
X 

The foregoing instrument was acknowledged before me this 
day of , 1962, by 

of 
corporation, on behalf of said corporation. 

My Commission Expires: Notary Public, 
County, 
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STATE OF 
COUNTY OF" 

TEXAS 
TARRANT 

t x W l f e * The f o r e g o i n g ins t rument was acknowledged be fo re me t h i s 
•* -March 1 0 " w T " - ™ « " _ , , . , . . = , = *. , 

N£VA PIERCE. 

, ihi's'Sfion Exp i re s : 

* v / ? 

-<— 

STATE OF 
COUNTY OF" 

1 9 6 3 » by J . p . PIERCE and h i s 

^ / / 

Ng.tary Public , Tarrant 7/ 
County, Texas. 

The foregoing instrument was acknowledged before me this 
day of 1962, by 

My Commission Expires: Notary Public, 
County, _____ 
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CERTIFICATION - DETERMINATION 

SUPPLEMENTAL AND AMENDATORY AGREEMENT 
TO MALJAMAR COOPERATIVE AGREEMENT 

(SUPPLEMENT NO. 5) 

Pursuant to the authority vested i n the Secretary 

of I n t e r i o r as to Federal Lands, under the Act approved Feb­

ruary 25, 1920, 41 Stat. 437, as amended, 30 U.S.C. Sees. 

181, et seq., and delegated to the Director of the Geological 

Survey pursuant to Departmental Order No. 2365 of October 8, 

1947, 43 C.F.R. Sec. 4.611, 12 F.R. 6734, I do hereby: 

A. Approve the attached Supplemental and Amenda­

tory Agreement to Maljamar Cooperative Agreement (Supplement 

No. 5) for the development and operation of the Maljamar 

Cooperative Agreement Participating Area, Lea County, State 

of New Mexico. 

B. Ce r t i f y and determine that the plan of de­

velopment and operation contemplated i n the attached agreement 

is necessary and advisable i n the public interest for the pur­

pose of more properly conserving the natural resources. 

ducing, r e n t a l , minimum royalty , and royalty requirements of 

a l l Federal leases committed to said agreement are hereby 

established, altered, changed, or revoked to conform with 

the terms and conditions of th i s agreement. 

C. Certi f y and determine that the d r i l l i n g , pro-

APR 3 0 1963 

D3TEFJ DIRECTOR, UNITED STATES GEOLOGICAL 
SURVEY. 
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CERTIFICATE OF APPROVAL 

BY COMMISSIONER OF PUBLIC LANDS, STATE OF MEW MEXICO 
SUPPLEMENTAL AND AMENDATORY AGREEMENT TO 

MALJAMAR COOPERATIVE AGREEMENT 
(SUPPLEMENT NO. 5) 

There having been presented to the undersigned Commis­
sioner of Public Lands of the State of New Mexico for examination, 
the attached Agreement fo r the development and operation of 
agreage which is described within the attached Agreement, dated 
July 1, 1962, which has been executed or is to be executed by 
parties owning and holding o i l and gas leases and royalty interests 
i n and under the property described, and upon examination of 
said Agreement, the Commissioner finds: 

(a) That such agreement w i l l tend to promote 
the conservation of o i l and gas and the 
better u t i l i z a t i o n of reservoir energy 
i n said area. 

(b) That under the proposed agreement the 
State of New Mexico w i l l receive i t s f a i r 
share of the recoverable o i l or gas i n 
place under i t s lands i n the area. 

(c) That each beneficiary I n s t i t u t i o n of the 
State of New Mexico w i l l receive i t s f a i r 
and equitable share of the recoverable o i l 
and gas under i t s lands within the area. 

(d) That such agreement i s i n other respects 
for the best interests of the State, with 
respect to State lands. 

NOW, THEREFORE, by v i r t u e of the authority conferred 
upon me under Section 7-11-39, 7-11-40, 7-11-41, 7-11-47, 7-
11-48, New Mexico Statutes Annotated 1953 Compilation, I , the 
undersigned, Commissioner of Public Lands of the State of 
New Mexico, for the purpose of more properly conserving t '<• e 
o i l and gas resources of the State, do hereby consent to and 
approve the said Agreement, and any leases embracing lands 
of the State of New Mexico within the area shall be and the 
same are hereby amended to conform with, the terms thereof, 
and shall remain i n f u l l force and effect according to the 
terms and conditions of said Agreement. This approval is 
subject to a l l of the provisions of the aforesaid statutes. 

IN WITNESS THEREOF, th i s C e r t i f i c a t e of.Approval 
is executed with seal a f f i x e d , t h i s ' dav of 3taa®23? 
1963. ' ' 
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GRAYBURG-SAN ANDRES OPERATING AGREEMENT 
Appurtenant To 

SUPPLEMENTAL AND AMENDATORY AGREEMENT TO 
MALJAMAR COOPERATIVE AGREEMENT 

(Supplement No. .5) 

THIS AGREEMENT entered int o as of the 1st day of July s 

1962, by and between the parties who execute or r a t i f y t h i s 

agreement, 

W I T N E S S E T H: 

WHEREAS5 the. parties hereto as Working Interest Owners 

have executed 9 as of the date hereof, that certain agreement en­

t i t l e d 1 'Supplemental and Amendatory Agreement to Maljamar Co­

operative Agreement (Supplement No„ 5 ) s I Sec„ No. 341 3" herein­

a f t e r referred to as the "Supplement No. 5 Agreement.s" •which 

among other things provides f o r a separate agreement to be made 

and entered int o by and between Working Interest Owners pertain­

ing to the development and operation of the Participating Area 

therein defined, and tbe parties hereto have accordingly agreed 

upon the terms hereof as the agreement so contemplated i n such 

Supplement No. 5 Agreement; 

NOW, THEREFORE, i n consideration of the mutual agree­

ments herein set f o r t h s i t i s agreed as follows; 

ARTICLE 1 

CONFIRMATION OF SUPPLEMENT NO. 5 AGREEMENT 

1.1 Confirmation of Supplement No. 5 Agreement. The 

Supplement No. 5 Agreement i s hereby confirmed and incorporated 

herein by reference and made a. part of t h i s agreement. The 

terms used i n such Agreement are adopted f o r a l l purposes of 

th i s agreement and are used i n the same sense i n which they are 
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used thereino In the event of any c o n f l i c t between the Supple­

ment No. 5 Agreement and t h i s agreement, the Supplement No. 5 

Agreement, sh a l l p r e v a i l . 

ARTICLE 2 

EXHIBITS 

2 1 , 1 ExhiM.ts_. The following exhibits are incor­

porated by reference. 

2.1.1 Exhibits A and B of the Supplement No. 

5 Agreement. 

2.1.2 Exhibit C5 attached hereto, i s a schedule 

showing each Working Interest Owner's working in t e r e s t 

i n each t r a c t 9 the percentage of t o t a l P a rticipating 

Area Participation a t t r i b u t a b l e to each such i n t e r e s t 9 

and the t o t a l P a rticipating Area Participation of each 

Working Interest Owner. 

2.1.3 Exhibit Ds attached hereto, i s the 

Accounting Procedure applicable to development and 

operation of the Participating Area. In the event 

of c o n f l i c t between t h i s Agreement and Exhibit D,, 

t h i s Agreement sh a l l p r e v a i l . 

2.1.4 Exhibit Es attached hereto s contains i n ­

surance provisions applicable to the development and 

operation of the Par t i c i p a t i n g Area. 

2*2 Revision of Exhibits. Whenever Exhibits A and 

B are revised, Exhibit C sh a l l be revised according to such 

revision to be e f f e c t i v e as of the e f f e c t i v e date of revised 

Exhibits A and B. 

ARTICLE 3 

SUPERVISION OF OPERATIONS BY WORKING INTEREST OWNERS 

3»1 Overa11 Supervision. Working Interest Owners 

sha l l exercise ove r a l l supervision and control of a l l matters 

-2-
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pertaining to the development and operation of the Participating 

Area pursuant to t h i s agreement and the Supplement No. 5 Agree­

ment. In the exercise of such power each Working Interest Owner 

shall act solely i n i t s own behalf i n the capacity of an i n d i ­

vidual owner and not on behalf of the owners as an e n t i r e t y . 

3.2 Particular^Pojwers^and Duties. The matters to be 

passed upon and decided by Working Interest Owners sh a l l i n ­

clude, but not be l i m i t e d t o s the following: 

3.2.1 Method of Operation. The k i n d s character 

and method of operation s including any type of pressure 

maintenance or secondary recovery program to be em­

ployed. 

3.2.2 Rates of Production. The determination 

of quantities of production of Fully Unitized Sub­

stances from the Participating Area which are de­

termined to be j u s t i f i e d by good engineering p r i n ­

ciples i n tbe interest of the conservation of Fully 

Unitized Substances. In t h i s connection, Working 

Interest Owners have determined t h a t , except upon 

the a f f i r m a t i v e vote of a l l but two Working Interest 

Owners owning a combined p a r t i c i p a t i o n of at least 

5%, the average rate of production from the P a r t i ­

cipating Area sh a l l not exceed 11s600 barrels o i l 

per day plus an additional 58 barrels o i l per day 

for each 40 acre subdivision which may be added 

to the Participating Area, the rate of production 

of f u l l y u n i t i z e d substances other than o i l being 

governed by the production of o i l . 

3.2.3 Dri11 tng of We11s. The d r i l l i n g of any 

well within the Participating Area either for pro­

duction of Fully Unitized Substances s f o r use as an 

i n j e c t i o n w e l l s or for other purposes. 

-3-
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3.2.4 Well Workovers and Change of Status. The 

workover s recompletion 0 repair s abandonment«, or change 

of status of any well i n the Pa r t i c i p a t i n g Area or 

use of any such well for i n j e c t i o n or other purposes, 

3.2.5 Expenditures. Making of any single expen­

dit u r e i n excess of Seven Thousand Five Hundred Dollars 

($7s500„00); provided that approval by Working Interest 

Owners of the d r i l l i n g 9 reworking s d r i l l i n g deeper or 

plugging back of any well s h a l l include approval of 

a l l necessary expenditures required therefor and f o r 

completing s t e s t i n g and equipping the same9 including 

necessary flow lines,, separators and lease tankage. 

3.2.6 DMPpsJ^^ Selling 

or otherwise disposing of any major item of surplus 

material or equipments, the current l i s t price of new 

equipment similar thereto being Two Thousand Five 

Hundred Dollars ($2,500.00) or more. 

3.2.7 Ap_pje_aranc^BeJEore_a Court or Regulatory-

Body. The designating of a representative to appear 

before any court or regulatory body In matters per­

t a i n i n g to operations; provided s howevers that the 

authorization by Working Interest Owners of the de­

signation of any such representatives s h a l l not pre­

vent any Working Interest Owner from appearing i n 

person or from designating another representative 

i n i t s own behalf. 

3.2.8 Audits• The making of proper audits of 

the accounts of Operator pertaining to operations 

hereunder; provided that such audits s h a l l 

(a) not. be conducted more than once each year 

or upon the resignation or removal of 

Operator; and s h a l l 
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(b) be made at the expense of a l l Working 

Interest Owners other than the Working 

Interest Owner designated as Operator; and 

(e) be upon not less than t h i r t y (30) days 0 

w r i t t e n notice to Operator. 

3.2.9 Inventories. The. taking of periodic i n ­

ventories under the terms of Exhibit D. 

3.2.10 Technical Services. Any dir e c t charges 

to the j o i n t account for services by consultants or 

Operator 8s technical personnel not covered by the 

overhead charges provided by Exhibit D„ 

3„2.Il Assignments to Committees. The appoint­

ment or designation of the purposes of committees or 

subcommittees necessary f o r the study of any problem 

i n connection with operations. 

3.2.12 The removal of Operator and the selection 

of a successor. 

3.2.13 The enlargement of the Participating Area. 

3.2.14 The adjustment and readjustment of invest­

ments . 

3.2.15 The termination of the Supplement No. 5 

Agreement. 

ARTICLE 4 

MANNER OF EXERCISING SUPERVISION 

^•1 Designation of Representatives. Each Working In­

terest Owner sh a l l advise Operator i n w r i t i n g the names and 

addresses of i t s representative and alternate authorized to re­

present and bind i t i n respect to any matter pertaining to the 

development and operation of the Part i c i p a t i n g Area. Such re­

presentative or alternate may be changed from time to time by 

wri t t e n notice to Operator. 

-5-
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4.2 Meetings. A l l meetings of Working Interest 

Owners for the purpose, of considering and acting upon any matter 

pertaining to the development and operation of the Participating 

Area sh a l l be called by Operator upon i t s own motion or at the 

request of one or more Working Interest Owners having a t o t a l 

P a r ticipating Area Participation of not less than two percent 

(2%). No meeting s h a l l be called on less than fourteen (14) 

days' advance w r i t t e n notice., with agenda f o r the meeting 

attached. The Working .Interest Owners attending such meeting 

shall not be prevented from amending items included i n the 

agenda or from discussing such amended Item or from discussing 

other items presented, at such meeting; provided 3 however,, that 

no f i n a l action s h a l l be. taken &t such meeting on any item not 

included i n the agenda of such meeting unless a l l Working I n ­

terest Owners are present or represented. 'The representative 

of Operator s h a l l be chairman of each meeting. 

4.3 Voting Procedure. Working Interest Owners s h a l l 

act upon and determine a l l matters coming before them as follows 

4.3.1 Voting.Interest. In voting on any matter 

each Working Interest Owner s h a l l have a voting i n ­

terest equal to i t s Par t i c i p a t i n g Area Participation 

as set out In Exhibit C. 

4.3.2 Vote .Require^ Except as may 

otherw5.se be provided herein or i n the Supplement No. 

5 Agreements, Working Interest Owners shall, act upon 

and determine a l l matters coming before there by the 

a f f i r m a t i v e vote of f i f t y - o n e percent (51%) or more 

voting interests provided 9 that should any one Work­

ing Interest Owner own more than f i f t y percent (50%) 

voting interest. s i t s vote must be supported by the 

vote of two (2) or more Working Interest Owners hav~ 

ing a combined v o t i n g u i n t e r e s t of at least, four 
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percent (4%). 

4.3.3 Vote at Meeting by Nonattending Working 

Intere.st: Owners. Any Working Interest Owner not re­

presented at a meeting may vote on any item included 

i n tbe agenda of the meeting by l e t t e r or telegram 

addressed to the chairman of the meeting provided 

such vote i s received p r i o r to the submission of such 

item to vote. Such vote s h a l l not be counted with 

respect, to any item on the agenda which i s amended 

at the meeting. 

4.3.4 Poll Votes. Working Interest Owners may 

decide any matter by vote taken by l e t t e r or telegram 9 

provided the matter i s f i r s t submitted i n w r i t i n g to 

each Working Interest Owner and no meeting on the 

matter i s called as provided i n A r t i c l e 4.2S w i t h i n 

seven (7) days a f t e r such proposal i s dispatched to 

Working Interest Owners. Operator w i l l give prompt 

notice of the results of such voting to a l l Working 

Interest Owners. The approval of an Authority f o r 

Expenditure cir c u l a t e d by Operator hereunder s h a l l 

constitute a vote f o r the project contemplated thereby 

as f u l l y as i f i t constituted an af f i r m a t i v e vote to 

a l e t t e r p o l l . 

ARTICLE 5 

INDIVIDUAL RIGHTS AND PRIVILEGES 
OF WORKING INTEREST OWNERS 

5.1 Reservation of Rights. Working Interest Owners 

severally reserve to themselves a l l t h e i r r i g h t s , power, autho­

r i t y and p r i v i l e g e s s except as expressly provided i n t h i s agree­

ment and the Supplement No. 5 Agreement. 

5*2. Specific. Rights. Each Working Interest Owner 

sha l l have, among others, the following specific r i g h t s and 
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privilegesi 

5.2 oI Access to _Participating Area. Ac cess 

to the Participating Area at a l l reasonable times 

to inspect the operations hereunder and a l l wells 

and records and data pertaining thereto. 

5.2.2 Reports by Request. The r i g h t to receive 

from Operator 3 upon w r i t t e n requests copies s pre­

pared subsequent to the requests of: (1) a l l reports 

to any governmental agency9 (2) reports of crude o i l 

runs and stocks,,. (3) inventory reports, and (4) a l l 

other data pertaining to operations hereunder. 

ARTICLE 6 

OPERATOR 

^•l In i t i a 1 Ope_r a t o r . Continental O i l Company i s 

hereby designated as Operator. 

6.2 Resignation or Removal. Operator may resign or 

be removed and a successor Operator selected as i n the Supple­

ment No. 5 Agreement provided. 

ARTICLE 7 

POWERS AND DUTIES OF OPERATOR 

7.1 Exclusiyejglght to Operate. Subject to the pro­

visions of t h i s agreement and to the orders s directions and 

li m i t a t i o n s r i g h t f u l l y given or Imposed by Working Interest 

Owners, Operator s h a l l have the exclusive r i g h t and be obliga­

ted to develop and operate the Par t i c i p a t i n g Area f o r the produc­

t i o n of Fully Unitized Substances. 

7.2 Worknianllke Conduct. Operator s h a l l conduct a l l 

operations hereunder i n a. good and workmanlike manner and s i n 

the absence of specific instructions from Working Interest Own­

ers, s h a l l have the r i g h t and duty to conduct such operations i n 

the same manner as would a. prudent operator under the same or 

-8 
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similar circunsstaijc.es„ Operator s h a l l f r e e l y consult with Work­

ing Interest Owners and keep them advised of a l l matters a r i s i n g 

in connection with such operations which Operator, i n the exer­

cise of i t s best judgment 5 considers Important. Operator s h a l l 

not be l i a b l e to Working Interest Owners f o r damages unless such 

damages r e s u l t from the gross negligence or w i l l f u l misconduct 

of Operator. 

7.3 Liens and _Engumbjra_nc e_s. Operator s h a l l keep the 

lands and leases In the Participating Area free from a l l liens 

and encumbrances occasioned by I t s operations hereunder, except 

the l i e n of Operator granted hereunder. 

7.4 Employees. The number of employees used by 

Operator i n conducting operations hereunder 3 the selection of 

such employeess the hours of labor 3 and the compensation for 

services to be paid any and. a l l such employees s h a l l be deter­

mined by Operator. Such employees s h a l l be the employees of 

Operator. 

7.5 Records. Operator s h a l l keep true and correct 

booksj accounts and records of i t s operations hereunder. 

7°6 Reports to Working Interest. Owners. Operator 

sh a l l furnish to each Working Interest Owner periodic reports 

of the development and operation of the Par t i c i p a t i n g Area. 

7.7 Reports to Governmental Auth.oriJd.es. Operator 

s h a l l make a l l reports to governmental au t h o r i t i e s that i t has 

the duty to make as Operator. 

7°8 Engineering and .Geological Information. Opera­

tor s h a l l furnish to each Working Interest Owner, upon w r i t t e n 

request,, a copy of the log o f s and copies of engineering and 

geological data pertaining t o , wells d r i l l e d by Operator. 

7.9 Expenditures. Operator i s authorized to make 

single expenditures not i n excess of Seven Thousand Five Hundred 

Dollars ($7,500.00) without p r i o r approval of Working Interest 

-9_ 
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Owners. 

7.10 Settlements. Operator may s e t t l e any single 

damage claim not involving an'expenditure i n excess of Two Thou 

sand Five Hundred Dollars ($2,500.00) provided such payment i s 

a complete settlement of such claim. 

ARTICLE 8 

TAXES 

8.1 Ad_JJalorem_ Taxes. Operator s a f t e r consulting 

with Working Interest Owners, sha l l make and f i l e for ad valo­

rem tax purposes a l l . necessary renditions and returns with the. 

proper taxing authorities or governmental subdivisions covering 

a l l r e a l and personal property of each Working Interest Owner 

within the Par t i c i p a t i n g Area and used i n connection with the 

development and operation of the Par t i c i p a t i n g Area. Any Work­

ing Interest Owner dissatisfied, with any proposed rendition or 

assessment of i t s i n t e r e s t i n re a l or personal property s h a l l 

have the r i g h t s at i t s own expense, to protest and r e s i s t the 

same. A l l such ad valorem taxes due and payable on account of 

re a l and personal property of each Working Interest Owner loca­

ted within the Participating Area and used i n connection with 

operations s h a l l be paid by Operator for the j o i n t account i n 

the same manner as other costs and expenses of operations. 

8° ̂  DJLrject_Ta_xes_ ami .Asjs_es_sm^ts_. Each Working In­

terest Owner sha l l pay or cause to be paid a l l production, 

severance, ad valorem production, conservation, school, gather­

ing and other d i r e c t taxes and assessments imposed upon or on 

account of the production or handling of i t s share of Fully 

Unitized Substances. 

ARTICLE 9 

INSURANCE 

9.1 Insurance. Operator s h a l l carry, with respect 

-10-
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to operations subject to t h i s agreement; 

9.1.1 Workmen*s Compensation and Employer8 s 

L i a b i l i t y Insurance as required by the laws of the. 

State i n which operations hereunder are conducted. 

9.1.2 Such other Insurance as set f o r t h i n 

Exhibit E. 

. ARTICLE 10 

ADJUSTMENT OF INVESTMENTS 

10.1 Pgrson a1 JPropertv Taken Over. Upon the e f f e c t i v e 

date hereof 3 Working Interest Owners s h a l l deliver to Operator 

possession of: 

10.1.1 Wells and Casing. A l l wells completed 

In the Fully Unitized Formations together with the 

casing therein, including any wells being used as 

in j e c t i o n wells for the i n j e c t i o n of gas or water, 

whether or not. any such w e l l i s a. lease l i n e well 

or for other reasons i s owned on some other than a 

lease basis. 

10.1.2 We 11 andJLease_JBguj._pj^jnt. The tubing i n 

each such w e l l , together with the wellhead connections 

thereon, and a l l other lease and operating equipment 

used i n the operation of such wells which Working 

Interest Owners determine Is necessary or desirable 

f o r conducting operations; and 

10.1.3 Records. A copy of a l l production and 

well records pertaining to such wells. 

10.2 Inventory; and EvajLuajtion,, of Personal Property. 

Working Interest Owners w i l l at the. expense of the j o i n t account, 

and as of the e f f e c t i v e date, Inventory a l l wells and w e l l and 

lease equipment delivered to the Operator as provided In A r t i c l e 

10.1.2. The inventory w i l l include a l l tangible property 

11 
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c l a s s i f i e d as controllable e q u L j m e n tFor the purpose of inven­

tory and adjustment of investment 9 sucker rods and cubing under 

2 inches i n the wells w i l l also be considered as controllable 

but w i l l not be considered controllable i n future accounting. 

Non-controllable equipment except items l i s t e d above w i l l not 

be included on the inventory but may nevertheless- be taken over 

by the u n i t i f i n use on the property. Tbe d i s t i n c t i o n between 

controllable and noncontrollable equipment w i l l be based, on the 

material c l a s s i f i c a t i o n manual prepared i n 1960 by the Petroleum 

Accountants Society of Oklahomau The condition of the equipment 

w i l l be Indicated on the inventory and priced i n accordance•with 

the basis prescribed i n section H I , paragraph 2 of Exhibit D 

attached. The inventory and evaluation w i l l be presented to 

the Working Interest Owners wit h i n ninety (90) days a f t e r the 

taking of the inventory. Upon approval by the Working Interest 

Owners of the Inventory and evaluation of the equipment and 

personal property, the Operator w i l l furnish each Working In­

terest Owner a copy thereof showing only those Items which I t 

has been decided to r e t a i n and the value of each Item. 

10.3 Investment Adjustment. Upon approval by Working 

Interest Owners of such Inventory and evaluation, each Working 

Interest Owner s h a l l be credited with the value of i t s i n t e r e s t 

i n a l l personal property so taken over by Operator under A r t i c l e 

10.1.2, and. charged with an amount equal to that obtained by 

multi p l y i n g the t o t a l value of a l l such property so taken over 

by Operator under A r t i c l e 10„1.2 by such Working Interest Owner's 

Parti c i p a t i n g Area P a r t i c i p a t i o n , as shown on Exhibit C. I f 

the charge against any Working Interest Owner i s greater than 

the amount credited t o such Working Interest Owner, the r e s u l t ­

ing net charge s h a l l be paid and i n a l l other respects be 

treated as any other item of expense chargeable against such 

Working Interest Owner. I f the cr e d i t to any Working Interest 
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Owner i s greater than tbe amount charged against such Working I n ­

terest Owner, the r e s u l t i n g net c r e d i t s h a l l be paid to such 

Working Interest Owner by Operator out of funds received by i t 

i n settlement of the net charges described above. 

IO.4 General F a c i l i t i e s . ' The acquisition of ware­

houses, warehouse, stocks s lease houses, camps, f a c i l i t y systems, 

and o f f i c e buildings necessary for operations hereunder s h a l l 

be by negotiation by and between the owners thereof and Operator, 

subject- to the approval of Working Interest Owners, except i n 

t h i s , that those f a c i l i t i e s procured, i n a n t i c i p a t i o n of a future 

waterflood by the parties hereto (including, but not l i m i t e d t o , 

water leases, water r i g h t s , and water wells and.equipment) s h a l l 

be delivered to Operator, who s h a l l value the same at cost, and 

there s h a l l be. an adjustment of investment, to the extent that 

the former ownership thereof d i f f e r s from the Participating Area 

Participation of the part i e s , and such f a c i l i t i e s w i l l be owned 

as other assets procured hereunder for the joint, account. 

-̂0 ° ^ P^J-.rship__of_Personal^ Property and F a c i l i t i e s . 

Each Working Interest Owner, i n d i v i d u a l l y , shall by v i r t u e hereof 

own an undivided in t e r e s t in a l l personal property and f a c i l i t i e s 

taken over or otherwise acquired by Operator pursuant to t h i s 

agreement equal to i t s Participating Area Pa r t i c i p a t i o n , shown 

on Exhibit C. 

10.6 Adjujstmept of Investments Upon Enlargement of 

Participating Area. Whenever the Par t i c i p a t i n g Area i s enlarged 

pursuant to the provisions of tbe Supplement No. 5 Agreements 

the working in t e r e s t owner or owners of the. t r a c t to be included 

within the Participating Area s h a l l negotiate with Operator, 

with the. concurrence of Working Interest Owners, an investment 

adjustment. The Items covered by A r t i c l e s 10.1.1, 10.1.2 and 

10.1.3 s h a l l be delivered to Operator upon the e f f e c t i v e date, 

of any such enlargement, and an inventory and. evaluation of the. 

-13 
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personal property located upon the t r a c t so to be included s h a l l 

be made by Working Interest Owners, Including the working i n t e r ­

est owner or owners of the tract.-so to be included i n tbe enlar­

ged Participating Area. An investment adjustment, on account of 

leasehold equipment situated upon the t r a c t so to be included 

within the Participating Area as covered by A r t i c l e 10.1.2, 

sha l l be made i n accordance with A r t i c l e 10.3, based upon the 

res u l t i n g revised participations of Working Interest Owners i n 

the enlarged P a r t i c i p a t i n g Area, using the inventory and evalua­

t i o n of such items so then made and the inventory and evaluation 

theretofore made under A r t i c l e 10.2 fo r the Pa r t i c i p a t i n g Area 

as i t existed p r i o r to such enlargement. The working i n t e r e s t 

owner or owners of the t r a c t so to be included i n the enlarged 

Participating Area s h a l l either pay to Operator, for the account 

and benefit of Working Interest Owners, the amount to which they 

would be e n t i t l e d under such adjustment, or Operator shall, pay 

the working in t e r e s t owner or owners of such t r a c t tha amount 

to which I t or they would be e n t i t l e d as the case may be, any 

amount paid to the owner or owners of such t r a c t to be charged 

to the Working Interest Owners of the Pa r t i c i p a t i n g Area as i t 

existed immediately p r i o r to such enlargement i n proportion to 

t h e i r r e l a t i v e p a r t i c i p a t i o n s , and payments f o r such amounts, 

i f any, s h a l l be paid by such Working Interest Owners at the 

time and in the method provided f o r the payment of operating 

expenses hereunder. I f at the time of any such enlargement, 

Operator, f o r the account of Working Interest Owners, has i n ­

curred costs i n connection with the d r i l l i n g or conversion of 

in j e c t i o n wells, the d r i l l i n g of source water wells, the laying 

of water l i n e s , water t r e a t i n g f a c i l i t i e s , i n j e c t i o n compress­

ors and equipment, and other f a c i l i t i e s designed f o r use. i n 

connection with Participating Area operations, then the t o t a l 

of such costs (Including overhead charges, i f any) s h a l l be 

14-
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determined and a reasonable allowance f o r depreciation w i l l be 

made and the present r e a l value thereof s based upon costs less 

reasonable depreciation, s h a l l be determined by Working Interest 

Owners, and the working i n t e r e s t owner or owners of the t r a c t so 

to be included w i t h i n the enlarged Par t i c i p a t i n g Area s h a l l pay 

to Operator, f o r the account of Working Interest Owners, an 

amount equal to I t s or t h e i r p a r t i c i p a t i o n i n tbe enlarged 

Participating Area times the present r e a l value of a l l such 

Participating Area f a c i l i t i e s . 

ARTICLE 11 

DEVELOPMENT AND OPERATING COSTS 

11.1 Basis of Charge to Working ^teres^^Pj^ej^s^. 

Operator i n i t i a l l y s h a l l pay and discharge a l l costs and expenses 

incurred i n the development and operation of the Participating 

Area. Working Interest Owners s h a l l reimburse Operator f o r a l l 

such costs and expenses, i n proportion to t h e i r respective Par­

t i c i p a t i n g Area Participation shown on Exhibit C. A l l charges, 

credits and accounting for costs and expenses s h a l l be i n ac­

cordance with Exhibit D. In addition to the charges provided i n 

Exhibit D, Operator s h a l l be allowed a construction overhead 

charge applicable only to and during the period of construction 

of f a c i l i t i e s , both i n i t i a l l y and from time to time thereafter, 

where the cost of any such construction computed as provided 

herein and i n Exhibit D exceeds Twenty-five Thousand Dollars 

($25,000.00)o The d r i l l i n g of i n j e c t i o n wells, tbe conversion 

to i n j e c t i o n wells, and the d r i l l i n g of source water wells 

sh a l l not be included i n determining the costs of any such f a c i ­

l i t y construction, and " f a c i l i t y , " as used i n t h i s "construction 

overhead" provision, s h a l l be l i m i t e d to water mains, water 

meters, water t r e a t i n g and pumping equipment, i n j e c t i o n supply 

and return l i n e s , and appurtenant equipment for the. transpor­

t s -
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tatiort from source to i n j e c t i o n well and from producing well to 

t r e a t i n g equipment of water or other injected substance., The 

"construction overhead" charge s h a l l be equal to f i v e percent 

(5%) of the f i r s t . Twenty-five Thousand Dollars ($25,000.00) and 

two percent (2%) of a l l amounts i n excess of Twenty-five Thousand 

Dollars ($25,000.00) of the cost thereof computed as In,Exhibit 

D provided. 

11.2 &udgjets_. Before or as soon, as p r a c t i c a l a f t e r 

the e f f e c t i v e date hereof, Operator s h a l l prepare a budget of 

estimated costs and expenses fo r the remainder of the calendar 

year and on or before the f i r s t day of each October thereafter 

s h a l l prepare a budget of estimated costs and expenses fo r the 

ensuing calendar year. Unless otherwise specified i n the bud­

get, i t s h a l l be presumed fo r the purpose of advance b i l l i n g s 

that the estimated costs and expenses for each month of an 

annual period s h a l l be one-twelfth (1/12) of the estimate f o r 

such period. Budgets so prepared s h a l l be estimates only and 

s h a l l be subject to adjustment and correction by Working Inter­

est Owners and Operator from time to time whenever i t s h a l l 

appear that an adjustment or correction i s proper. A copy of 

each such budget and adjusted budget s h a l l be promptly furnished 

each Working Interest Owner. 

'11° 3 Advance B i l l i n g s . Operator s h a l l have the r i g h t 

at i t s option to requite Working Interest Owners to advance t h e i r 

respective proportions of such costs and expenses by submitting 

to Working Interest Owners, on or before the 15th day of any 

month, an itemized estimate of such costs and expenses fo r the 

succeeding month with a request f o r payment i n advance. Within 

t h i r t y (30) days thereafter, each Working Interest. Owner s h a l l 

pay to Operator i t s proportionate part of such estimate. Ad­

justment between estimates and the actual costs s h a l l be made 

by Operator at the close of each calendar month, and the 
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accounts of tbe Working interest Owners s b a l l be adjusted accor­

dingly. 

11.4 C qmx: i n g 1 rn g oi. Fan da. No funds received by 

Operator under t h i s agreement need be segregated by Operator or 

maintained by i t as a j o i n t ftmd 9 but may be commingled with i t s 

own funds. 

11„5 Lig?j. of Operator. Each Working Interest Owner 

grants to Operator a l i e n upon such•Working Interest Owner's 

leasehold and. other mineral Interests i n each . t r a c t „. i t s i n t e r ­

est i n a l l j o i n t l y owned materials 9 equipment and other property 

and i t s i n t e r e s t i n a l l Fully Unitized Substances, as security 

for payment of the costs and expenses chargeable to i t , together 

with i n t e r e s t thereon at the rate, of s i x percent. (6%) per annum. 

Operator s h a l l have the r i g h t to bring any action at law or i n 

equity to enforce c o l l e c t i o n of such indebtedness witb or with­

out foreclosure of such l i e n . In addition, upon default by any 

Working Interest. Owner i n the payment of costs and expenses 

chargeable to . I t , Operator s h a l l have the r i g h t to c o l l e c t and 

receive from the purchaser or purchasers the proceeds of such 

Working Interest Owner8s share of Fully Unitized Substances up 

to the amount owing by such Working Interest Owner plus i n t e r ­

est, as aforesaid, u n t i l , paid. Each such purchaser s h a l l be 

e n t i t l e d to r e l y upon Operator's statement concerning the exis­

tence and amount of any such default. 

11.6 We.lj.g_ prj.dled by Operator. A l l wells d r i l l e d by-

Operator s h a l l be d r i l l e d on a competitive contract basis at 

the usual rates prevailing i n the area and sh a l l be based upon 

competitive bids f o r the d r i l l i n g of not more than six (6) 

wells under any such competitive b i d contract. 

ARTICLE 12 

OIL IN LEASE TANKAGE ON EFFECTIVE DATE 

.12„ 1. Gauge of Merchantable O i l . Operator s h a l l make 
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a proper and timely gauge of a l l lease and other tanks wi t h i n the 

Participating Area i n order to ascertain the amount of merchant- • 

able o i l i n such tanks as of 7sOO a.m. on the e f f e c t i v e date here­

of. A l l such o i l which has been produced l e g a l l y s h a l l be and 

remain the property of the Working Interest Owners e n t i t l e d there­

to the same as i f the u n i t had not. been formed; and such Working 

Interest Owners sh a l l promptly remove said o i l from the P a r t i c i ­

pating Area. Any such o i l not so removed s h a l l be sold by 

Operator for the account of such Working Interest Owners9 subject 

to the payment of a l l royalty to Royalty Owners under the terms 

and provisions of the applicable lease or leases and other con­

trac t s . 

ARTICLE 13 

OPERATION OF NON-UNITIZED FORMATIONS 

13.1 Right to Operate i n Non-Unitized Formations. 

Any Working Interest Owner now having 9 or hereafter acquiring, 

the r i g h t to d r i l l f o r and produce o i l s gas or other minerals, 

other than Fully Unitized Substances, w i t h i n the Participating 

Area s h a l l have the. f u l l r i g h t to do so notwithstanding t h i s 

agreement. In exercising said r i g h t , however, such Working I n­

terest Owner sha l l exercise every reasonable precaution to 

prevent unreasonable interference with operations hereunder. 

No Working Interest Owner sha l l produce Fully Unitized Sub­

stances through any well d r i l l e d or operated by i t . I f any 

Working Interest Owner d r i l l s any well i n t o or through the 

Fully Unitized Formations, the Fully Unitized Formations s h a l l 

be cased and cemented or otherwise protected to tbe satisfac­

t i o n of Operator i n such a manner that the Fully Unitized For­

mations and the production of Fully Unitized Substances w i l l 

not be adversely affected. 

13.2 Dua1 Comp1etions. Dually completed wells w i l l 

-18-



BCCK 511 * AGE 8.1.2 

be handled as follows: 

No wel l s h a l l be dually completed to produce 

from the Fully Unitized Formations and some other 

formation or formations. 

In the event that any party hereto now has 

located upon any tract, of land w i t h i n the P a r t i ­

cipating Area a wel l completed both i n the Fully 

Unitized Formations and i n another formation, 

whether for production from both, for i n j e c t i o n i n 

both, or for production from one and i n j e c t i o n i n t o 

another, then Operator, with the concurrence of 

Working Interest Owners, at the request of the 

working i n t e r e s t owner or owners committing such 

tract 3may s at the sole cost, r i s k and expense of 

such owners of said t r a c t , continue to operate 

the well i n such other formation f o r the account 

of such owners u n t i l such time as Working Interest 

Owners determine that the w e l l i s required exclu­

sively f o r operations i n the Fully Unitized For­

mations, at which time Operator, f o r the account 

and at the sole r i s k , cost and expense of such 

owners of said t r a c t , s h a l l remove the tubing and 

wellhead equipment r e l a t i n g exclusively to the 

non-fully u n i t i z e d formation and deliver the same 

to the owners thereof, and s h a l l seal o f f such 

other formation. Tbe said owners of such t r a c t 

s h a l l indemnify Working Interest Owners against 

any loss or damage occasioned by such continued 

operation of the well i n such other formation and 

the abandonment thereof, a l l i n manner and form 

satisfactory to Working Interest Owners. 
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ARTICLE 14 

. TITLES 

14ol Warraj^,y_ajn^ ity„ Ea.ch Working Interest 

Owner represents and warrants that i t i s the owner of the res­

pective working interests set f o r t h opposite I t s name i n Exhibit 

C and hereby indemnifies and holds the other Working Interest 

Owners harmless from any loss due to f a i l u r e s i n whole or In 

part, of i t s t i t l e to any such interest., except f a i l u r e of t i t l e 

a r i s i n g out of operations hereunder; provided, however, that 

such indemnity s h a l l be l i m i t e d to an amount equal to the net 

value that had been received from the sale of Fully Unitized 

Substances a t t r i b u t e d hereunder to the in t e r e s t as to which 

t i t l e f a i l e d . Each f a i l u r e of t i t l e w i l l be e f f e c t i v e , insofar 

as t h i s agreement i s concerned, as of the f i r s t day of the 

calendar month in which such f a i l u r e i s f i n a l l y determined and 

there s h a l l be no retroactive adjustment of development and 

operating expenses, Fully Unitized Substances or the proceeds 

therefrom as a r e s u l t of t i t l e f a i l u r e . 

ARTICLE 15 

LIABILITY, CLAIMS AND SUITS 

15.1 Individual_Liabjljty_„ The duties, obligations 

and l i a b i l i t i e s of Working Interest Owners s h a l l be several and 

not j o i n t or c o l l e c t i v e ; and nothing contained herein s h a l l ever 

be construed as creating a partnership of any kind, j o i n t ven­

ture, or an association or t r u s t between or among Working In t e r ­

est Owners. 

15.2 Sej£tlements;., In the event claim i s made against 

any Working Interest Owner or any Working Interest Owner i s sued 

on account of any matter or thing a r i s i n g from the development 

and operation of the Participating Area and over which such 

Working Interest Owner i n d i v i d u a l l y has no control because of 

-20-



t . - ( 

3CGK 511 f'ACE 814 

the r i g h t s 9 powers and duties granted by t h i s agreement and che 

Supplement Kb. .5 Agreextent.„ said Working Interest Owner s h a l l 

immediately n o t i f y che. Operator of such claim or s u i t . Work­

ing Interest Owners shall, as suae and take over the further 

handling of such claim or suit, and a l l costs and expenses of 

handling., s e t t l i n g or otherwise discharging such claim or s u i t 

s h a l l be borne by Working 'Interest Owners as any other cost or 

expense of operating the Part i c i p a t i n g Area. 

ARTICLE 1.6 

INTERNAL REVENUE PROVISION 

16.1 fcteraal Jfeve^e.^qvis^o«. Each Working Interest 

Owner hereby elects that i t and. the operations covered by t h i s 

agreement be excluded froro the.application of Subchapter K of 

Chapter 1 of Subtitle A of tbe Internal, Revenue Code of 1954 9 

or such portion or portions thereof as the Secretary of the 

Treasury of the United States or his delegate s h a l l permit by 

election to be excluded therefrom. Operator i s hereby autho­

rized and directed to execute on behalf of each Working Interest 

Owner such additional or further evidence of said election as 

may be required by regulations issued under said Subchapter Ks 

or should said regulations require each party to execute such 

further evidence s each Working Interest Owner agrees to execute• 

or j o i n in the execution thereof. 

ARTICLE 17 

NOTICES 

17.1 Notices. A l l notices required hereunder or under 

the Supplement No. 5 Agreement s h a l l be i n w r i t i n g and' s h a l l be 

deemed to have been properly served when sent by mail or t e l e ­

gram to the address of the representative of each Working I n t e r ­

est Owner as furnished to Operator i n accordance with A r t i c l e 4 

hereof. 
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ARTICLE Lfe 

WITHDRAWAL OF WORKING INTEREST OWSiER 

• i Withdrawal. I f any Working Interest Owner so 

desires, i t may withdraw froa t h i s agreement by eonveylrsg, 

assigning aad t r a n s f e r r i n g without warranty of t i t la.,, e ither 

express or implied, to the other Working Interest Omer& who 

do not desire to 'withdraw herefxo^ 3 a l l of 'the former's r i g h t s , 

t i t l e ana int e r e s t i n and to I t s lease or leases., o:r other 

operating r i g h t s i n the P&rticip&t issg Area, insofar as said 

lease, leases or r i g h t s pertain to the Fully Onitised Formations, 

together with the withdrawing Working Interest Owner's Interest 

in a l l wells., pipe l i n e s , casing, Inject; ion equipments f a c i l i t i e s 

and other personal property used i n conjunction with the develop­

ment and operation of the Participating Area:; provided, that such 

transfer, assignment or conveyance s h a l l not relieve said Work­

ing Interest 0<wner froa any obligation or l i a b i l i t y incurred 

p r i o r ro the dare of the execution aad delivery thereof. The 

interest so transferred, assigned amd conveyed s b a l l be taken 

and owned by the- other Working Interest Owners i n proportion to 

th e i r respective P a r t i c i p a t i n g Area Participations. After the 

execution and delivery of such t r a n s f e r 9 assignment or convey­

ance, the withdrawing Working Interest Owner s h a l l be relieved 

from a l l further obligations aad l i a b i l i t y hereunder and under 

said Supplement No. 5 Agreement; and the r i g h t of such Working 

Interest Owner to any benefits subsequently accruing hereunder 

and under said Supplement Kb. 5 Agreement s h a l l cease; provided, 

that upon delivery of said transfer, assignment or conveyance,. 

the assignees, i n the r a t i o of the respective Interests so ac­

quired, s h a l l pay to the assignor f o r i t s i n t e r e s t i n a l l 

j o i n t l y owned equipment«, casing and other personal property 

the f a i r salvage varus thereof, as estimated and fi x e d by Work­

ing Interest Owners. 
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ARTICLE 19 

ABANDONMENT OF WELLS 

19 . 1 Mgbts_of Forger C^&rs. I f Working Interest 

Owners decide to permanently abandon any w e l l w i t h i n tbe P a r t i ­

cipating Area prior 1 to termination of the Supplement No. 5 Agree 

ment j, Operator s h a l l give w r i t t e n notice of such fact to the 

Working Interest Owners of the t r a c t on which such we l l Is loca­

ted and said Working Interest Owners s h a l l have the r i g h t and 

option f o r a period of ninety (90) days a f t e r receipt of such 

notice to n o t i f y Operator of t h e i r election to take over and 

own said w e l l and to deepen or plug back said well to a f o r ­

mation other than the Fully Unitized Formations. Within ten 

(10) days after' said Working Interest Owners have so n o t i f i e d 

Operator of t h e i r desire to take over such w e l i 9 they s h a l l pay 

to Operator, f o r c r e d i t to the j o i n t account of the Working In­

terest Owners, the aiBounc as estimated and f i x e d by Working In­

terest Owners to be the net salvage value of the casing and 

equipment i n and on said well. At the same time the Working 

Interest Owners taking over the we l l s h a l l agree by l e t t e r 

addressed to Operator to e f f e c t i v e l y seal, o f f and protect the 

Fully Unitized Formations, and at such time as the wel l i s 

ready f o r abandonment to plug and abandon the well in a work­

manlike manner In accordance with applicable laws. 

19.2 Plugging. In the event, the Working Interest 

Owners of a t r a c t do not elect to take over a well located 

thereon which i s proposed for abandonment. Operator s h a l l plug 

and abandon the we l l i n accordance with applicable laws. 

ARTICLE 20 

EFFECTIVE DATE AND TERM 

20.1 Effective Date. This agreement s h a l l become 

ef f e c t i v e on the date, and at the time the Supplement No. 5 

Agreement becomes e f f e c t i v e . 
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20.2 Term. 'This agreement s h a l l continue i n f u l l 

force and e f f e c t so long as the Supplement No. 5 Agreement re­

mains i n force and e f f e c t and thereafter u n t i l a l l wells have 

been abandoned and plugged or turned over to Working Interest. 

Owners i n accordance with A r t i c l e 21 hereof, and a l l personal 

and r e a l property acquired f o r the j o i n t account of Working 

Interest Owners has been disposed of by Operator i n accordance 

with instructions of Working Interest Owners. 

ARTICLE 21 

ABANDONMENT OF OPERATIONS 

21 d Te ririi i n at i on. Upon termination of tbe Supplement 

No. 5 Agreement, the following w i l l , occur; 

21.1.1 O i l and Gas_Rights. Possession of a l l 

O i l and Gas Rights i n and to the several separate 

t r a c t s s h a l l revert, to the Working Interest Owners 

thereof. 

21.1.2 Rigbt_ to__Operate_. Working Interest 

Owners of any such t r a c t desiring to take over and 

continue to operate a well or wells located thereon 

may do so by paying Operator, f o r the c r e d i t of the 

j o i n t account, the net salvage value of the casing 

and equipment In and on the we l l and by agreeing to 

properly plug the well at such time as I t Is aban­

doned. 

21.1.3 Sjalyaging_ Wells „ With respect to a l l 

wells not taken over by Working Interest Owners, 

Operator s b a l l at the j o i n t expense of Working I n ­

terest Owners salvage as much of the casing and 

equipment, i n or on such wells as can economically 

and reasonably be salvaged and s h a l l cause the same 

to be properly plugged and abandoned. 

24 
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21.1.4 Cost of Salvaging^ Working Interest 

Owriers s h a l l share the cost of salvaging, l i q u i d a ­

t i o n or other' d i s t r i b u t i o n of assets and properties 

used i n the development and operation of the P a r t i ­

cipating Area. In proportion to t h e i r respective 

Participating Area Participations. 

ARTICLE 22 

COUNTERPART EXECUTION 

22.1 Execution by Separate Counterparts or R a t i f i ­

cations . This agreement may be executed i n any number of counter­

parts and each counterpart so executed s h a l l have tbe same force 

and e f f e c t as an o r i g i n a l instrument and as i f a l l of the. parties 

to the aggregate counterparts bad signed the same instrument; or 

may be r a t i f i e d by a separate Instrument i n w r i t i n g r e f e r r i n g to 

th i s agreement. Each such r a t i f i c a t i o n s h a l l have the force and 

effec t of an executed counterpart and of adopting by reference 

a l l of the provisions hereof. 

ARTICLE 23 

SUCCESSORS AND ASSIGNS 

23.1 Suecessors_ and Assigns. 'The terms and provisions 

hereof s h a l l be covenants running with the lands and leases 

covered hereby and sh a l l be binding upon and inure to the bene­

f i t of the respective h e i r s , successors and assigns of the 

parties hereto; provided that i f more than four persons succeed 

to the int e r e s t of any party hereto, then such parties s h a l l 

nominate one of t h e i r number to receive a l l notices and to take 

a l l action hereunder which they can take. 

IN WITNESS WHEREOF, the parties hereto have executed 

t h i s agreement upon the respective dates indicated opposite 

25-
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*• /.->>.•••" ATTESTS 

^ATTEST^.fV 

f 
5 m2 

D a t e : &0>£MC^-< 9r /J6 

%.\*»-.--!«.-T- «• 

t t o r n e y xn_Fac"t 

Operator and Working I n t e r e s t Owner 

CARPER DRILLING COMPANY 9 INC„ 

By s ^ s & ^ j g , £ ® ^ r t > * / _„ 
l t S / - 7 • Stanley Carper, President 

Working I n t e r e s t Owner 

ZUIA COCKBURN/ - - ' 
Work-trig I n t e r e s t Owner 

DRILLING AND EXPLORATION COMPANY,INC. 

Working I n t e r e s t Owner 

Date OCT 2 1962 

FAIR N & N TRUST 

Trustee 

Working I n t e r e s t Owner 

FAIR OIL COMPANY 

By. 
I t s 

Working Interest Owner 
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. P. PIERCE 
Working Interest Owner 

DIVER 

Date: OCT 5 19P2 I n d i v i d u a l l y and as Co-Executrixes 
of the Estate of Ross Sears, De­
ceased, and Mary Jo Vandiver as 
Trustee under the Will of Ross 
Sears, Deceased 

MARY KATHERINE FOWLES 
CHARLOTTE WOODS RUNYAN 
EMILY KATHERINE FLINT BOYD 
ROSEMARY FLINT 
VIRGINIA WOODS SHAW 

Date: m 5 1962 

Date : 

Date: 

By. j \ ( U A \ l l w 
" V^ACK BY M W S t h e i r ~ 

\AtKorney-in-Fact 
^-"Working Interes t Owners 

JEWELL ELL SMITlT 
Working Interest Owner 

1 <? 
2 f 2 ^ -

SMITH 
Working Interes t Owner 
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STATE OF TEXAS 
COUNTY OF TARRANT 

5CCK 511. ?AGE S21 

^ , The foregoing instrument was acknowledged before me 
J^'^tftu&ij^yday of cLtt-c^ivLA^ , 1962, by JOf ^ / ^ y - A t ' t d r ^ \ k i Fact, f o r CONTINENTAL OIL 

f / o / aj^ion^\on\behalf of said corpora t ion„ 
COMPANY, a De. corpor-

t 

•• ^'••.>feCoitj^ission Expires 
AML^:^y A^^J%rJ^ 
Notary Public, Tarrant' County. Texas 0 

\ ^ ' " " > I I . H » « " > \ & ; ' 

'~':*«..-:>..v ' 

STATE OF ^)/UjLO 
COUNTY OF ; g _ j ̂  

WO 

The foregoing instrument was acknowledged before me 
y < M ^ ' T ^ ^ day of ( ^ _ J ^ O A ^ V - 9 1962', by . .'Stolen i W r . / p ^ u ^ . 

/ A ^ . * £ ? 7 T \ ; ^^^FCARPER DRILLING COTSPAWTINST 
«̂ ;.-v\ a y ^ ^ ^ y ^ t t ^ - ^ corporat ion, on behalf of said corporation 

\ «*My ̂ ommî ŝ dn Expires Notary Public, --s , 
County, l/g^; vVfcl 

'"'(11,1.1 

STATE OF 
TY OF 

e foregoing_instrument was acknowledged before me 
day of ^ / y y ^ \ .._ , 1962, by ZULA COCKBURN„ 

ilafeion Expires: Notary Public ,' 
County, _ry~y^y^ __ ^ 

STATE OF 
COUNTY OF JChJ&ys 

.̂j#̂ V»̂ »«*,,,

t"*̂ 3Ĵ k̂  The foregoing instrument was acknowledged before me 
/ A . W - W & ' W t i ? day o f / ( U Z * - & < ^ 1962, by E. A. Roberts. .Tr.; Vice President 
" J \S>V A ' - > / i ^ — - — — - - - — 
; o 
= C J 

v . - I f 

0 p r ^ v " 9 ™ ^ s s ^ o n Expires: 
%^N'. . , , . , ' .^ ^ -/-<£ 3 

__"oT"DRILLING ANDEXPl^MTToTrCOMPAWi 
corporat ion, on behalf of said corporation, 

Ndtary Public , ~ & a ^ ^ ? / 
County. 

-28-



SCCK 511 '"'ACE 8 2 2 

STATE OF 
COUNTY OF~~g^ 

^ : Z W ; m & % , < £ J day o f _ _ ^ c ^ . 
4 ? V $ 0 > - - ^ ? & e o f F A l i l N & N TRUST 

~ 0

: . ^ . ^My^bmmiss ion Expires .° 

, ' ' i . Y r 

Tbe f o r e g o i n g ins t rument was acknowledged be fo re me 
s 1962 3 by > ^ V . v j y . . _ ^ w L ; x z X - - ' 

totary P u b l i c , 
County, '"' 

STATE OF s ^ ^ y ^ g L ^ 
COUNTY OF 

Tbe foregoing instrument was acknowledged before me 
•^i.tli.is'': ^ day of"* Qt-<i±- _ _ 1962, by C ^ ^ ^ y ^ / . .^u^J 

oT~FATR OIL COMPANY', a~^ 
/^V^'p^Co'rporataLon, on b e h a l f o f s a i d c o r p o r a t i o n . 

Jo^tsBir-^sion Expires; Notary P/iblxc y ' ' 

* " " i i i i , i n t < " V . ' / 

STATE OF 
COUNTY OF 

<rth'-is.. day of 

•V- *: J'^NMy^^bmmis"|ion Expires : 

The foregoing instrument was acknowledged before me 
_, 1962, by R. W. FAIR. 

Notary Public, s ^ L s ^ ^ t ^ ^ ^ -
County,1"' 

STATE OF ^ f u c ^ t ^ y 
COUNTY OF _ ^ 4,4 „ .M-

The foregoing instrument was acknowledged before me 
'6 Aw rt.-f * ./v f x 5 1962, by J 0 P. PIERCE. t h i s day o f -*-~-cc,c... 

- ' •^^^Bm^^sios. Expires;; 
-.v^A. f L ^ ^ f j ^ ' ^A<Af\ty__^._ r 

Notary PuBTie , w ^ k - i -i... * 
County, V Z ( ' A L ^ " . 
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STATE OF 
COUNTY OF" 

The f o r e g o i n g ins t rument was acknowledged 'before, me. 
_ J B f c _ _ day o f r p ^ p y p C ^ X ,.• 1962, by VIRGINIA SEARS and 

^ J^O^ f , 'V^NT)IVER s i n o i v t c ^ L T y "and i n the c a p a c i t i e s there: 
A s ta ted- , ;^ \ \ 

' i n 

Y*'% y My Comm'iSsion Expi res : Notary BJSIilc 
County , 

44: 
Si 

STATE OF 
COUNTY OF 

instrument was acknowledged before me 
1962, by JACK B. SHAW, as 

^*The fo r 
t h i s * day of 
Attorney^Tn-Fact o n b e T i a l f o f MARY KATHERINE FOWLES, CHARLOTTE 
WOODS RUNYAN, EMILY KATHERINE FLINT BOYD, ROSEMARY FLINT, and 
VIRGINIA WOODS SHAW. 

,;A> • "AN 
£ • r \ 0 ^ / ^ j o m m i s s i o n Exp i r e s : 

^ V / ^ m m ^ * \ „ . . . . 

' "^^^SAT^*" 

we%ary Publ ic -y 
County 

OF 
COUNTY OF ^ r Z M i g I 

^The foregoing instrument was acknowledged before me 
thi s _S_±£_ day of 1962, by JEWELL SMITH. 

%.. ••; \ 
:-; «' ;<̂ fMy ̂§'mrnission Expires 

V.y ,.,. . > S T A T E Q F 

COUNTY' OF 

No t ar y'^TBTlcT 
County, w^-yW 

The foregoing instrument was acknowledged before me 
th i s ^ j ^ ^ d a y of ^tttrjUt-g^L< , 1962, by LEON C. SMITH. 

?' / . •* /4.-.~^n s&$^\§ is i on Expi ires : Notary Public, ..^.^T*™" 
County, yZgy:^,^ „, 
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PLC-PR 
7-23-63 

EXHIBIT "C" 

TO 

GRAYBURG-SAN ANDRES OPERATING AGREEMENT 
DATED AS OF JULY 1, 1962 

UNIT PARTICIPATION 

Tract 
No. 

V/orking I n t e r e s t Unit 
Working I n t e r e s t Owner In Tract P a r t i c i p a t i o i 

Continental O i l Company- 100% — • * 
0.350000 

Continental O i l Company 100% 8 .474890 
Continental O i l Company 100% 11 .657459 
Continental O i l Company 100% 0.197562 
Carper D r i l l i n g Company, Inc. 100% 8 .690039 
Carper D r i l l i n g Company, Inc. 100% 7.293779 
Carper D r i l l i n g Company, Inc. 100% 0.066182 
Continental O i l Company 100% 11.195594 
Continental O i l Company 100% 4.680417 
D r i l l i n g and Ex p l o r a t i o n Com-
pany, Inc. 100% 0.700000 
Continental O i l Company 100% 0.250629 
Continental O i l Company 100% 19.847123 
Fair N§N Trust 75% 1.059220 
Fair O i l Company 25% 0.353073 
Fair O i l Company 66.67% 0.478297 
R. !V. Fair 33.33% 0.239148 
Fair O i l Company 66 .67% 0.185927 
R. V/. Fair 33.33% 0.092964 
Continental O i l Company 100% 0.172795 
Continental O i l Company 100% 0.572727 
Continental O i l Company 100% 5.874647 
Continental O i l Company 100% 2 . 204034 
Continental O i l Company 100% 1.371455 
V i r g i n i a Sears and Mary Jo Van-
d i v e r , Co-executrixes 16.667% 0.400000 
J. P. Pierce 16.667% 0.400000 
Zula Cockburn 50% 1.200000 
Jewell Smith 12.499% 0.300000 
Leon C. Smith 4.167% 0.100000 
Continental O i l Company 100% 0.248794 
Continental O i l Company 
Continental O i l Company 

100% 2.478006 Continental O i l Company 
Continental O i l Company 100% 0.624604 
V i r g i n i a Woods Shaw 25% 0.364931 
Cha r l o t t e Woods Runyon 25% 0.364932 
Emily Katherine F l i n t Boyd 12.5% 0.182465 
Rosemary F l i n t 12.5% 0.182466 
Mary Katherine Fowles 25% 0.364932 
V i r g i n i a Woods Shaw 25% 0 .335069 
Charlotte Woods Runyon 25% 0.335068 
Emily Katherine F l i n t Boyd 12.5% 0.167535 
Rosemary F l i n t 12.5% 0.167534 
Mary Katherine Fowles 25%. 0.335068 
Continental O i l Company 100% 1.352261 
Continental O i l Company 100% 0.664147 
Fair N§N Trust 75% 0.743528 
Fair O i l Company 25% 0.247843 
Continental O i l Company 100% 0.466529 
Continental O i l Company 100% 1 .022878 
Continental O i l Company 100% 0.412930 
Continental O i l Company 100% 0.530519 

1 
2 
3-x-l 
3-X-2 
5 
6-x-l 
6-X-2 
7 
8-x 
9 

10-B 
11 
12 

14 

15-x 

17-x 
18 
19-x 
20 
21- x 
22- x 

23- x 
24- x 
25 
27 

28 

29-x 
32 
34 

39-x-l 
39-X-2 
41-x 
42 
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S U M M A R Y 

Working Interest 
Owner 

Tract Pa r t i c i p a t i o n 
No. By Tracts ' 

"Total Unit Part: 
cipation of Each 
Working I n t . Owner 

Carper D r i l l i n g Company, 
Inc „ 

Zula Cockburn 

Continental O i l Company 

D r i l l i n g and Exploration 
Company, Inc. 

R. W„ Fair 

Fair O i l Company 

Fair N&N Trust 

Mary Katherine Fowles 

J„ P. Pierce 

Emily Katherine F l i n t Boyd 

Rosemary F l i n t 

Charlotte Woods Runyon 

5 8.690039 
6-x-1 7.293779 
6-x-2 0". 066182 

22-x 1.200000 

1 0.350000 
2 8.474890 
3-x 11.855021 
7 11.195594 
8-x 4.680417 
10-B 0.250629 
11 19.847123 
17-x 0.172795 
18 0.572727 
19-x 5.874647 
20 2.204034 
21-x 1.371455 
23-x 0.248794 
24-x 2.478006 
25 0.624604 
29-x 1.352261 
32 0.664147 
39-x-1 0.466529 
39-x-2 1.G22878 
41-x 0.412930 
42 0.530519 

14 
15-x 

12 
14 
15-x 
34 

12 
34 

27 
28 

22-x 

27 
28 

27 
28 

27 
28 

0.700000-

0.239148 
0.092%4 

0.353073 
0.4782-97 
0.185927 
0.247843 

1.059220 
0.743528 

0.364932 
0.335068 

0.4 

0.182465 
0.167535 

0.182466 
0.167534 

0.364932 
0.335068 

16.050000 

1.200000 

74.650000 

0.700000 

0.332112 

1.265140 

1.802748 

0.700000 

0.400000 

0.350000 

0.350000 

0.700000 
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Unit TotIT~Unit P a r t i 
Working Interest 

Owner 
Tract 
No. 

Participation 
By Tracts 

cipation of Each 
Working Int„ Owner 

Virginia Woods Shaw 27 
28 

0.364931 
0.335069 0.700000 

Jewell Smith 22-x 0.300000 0.300000 

Leon Co Smith 22-x 0.100000 0„100000 

Vir g i n i a Sears and Mary Jo 
Vandiver, Co-executrixes 22-x 0.400000 0o400000 

UNIT TOTAL 100.000000 

- i i i -
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Attached to and made a part of Grayburg-San 
Andres Operating Agreement Appurtenant to 
Supplemental and Amendatory Agreement to 
Maljamar Cooperative Agreement (Supplement 
No. 5) 

ACCOUNTING PROCEDURE 

I . GENERAL PROVISIONS 

1. Definitions 

"Joint property" as herein used s h a l l be construed to mean the 
subject area covered by the agreement to which t h i s "Accounting 
Procedure" i s attached. 
"Operator" as herein used sh a l l be construed to mean the party 
designated to conduct the development and operation of the sub­
ject area f o r the j o i n t account of the parties hereto. 
"Non-Operator" as herein used sh a l l be construed to mean any one 
or more of the non-operating part i e s . 

2. Statements and B i l l i n g s 

Operator shall b i l l Non-Operator on or before the la s t day of 
each month f o r i t s proportionate share of costs and expenditures 
during the preceding month. Such b i l l s w i l l be accompanied by 
statements, r e f l e c t i n g the t o t a l costs and charges as set f o r t h 
•under Subparagraph "C" below: 

A. Statement i n d e t a i l of a l l charges and credits to the j o i n t 
account. 

B. Statement of a l l charges and credits to the j o i n t account, 
summarized by appropriate c l a s s i f i c a t i o n s i n d i c a t i v e of the 
nature thereof. 

C. Statements as follows: 

(1) Detailed statement of material o r d i n a r i l y considered 
controllable by operators of o i l and gas properties; 

(2) Statement of ordinary charges and credits to the j o i n t 
account summarized by appropriate c l a s s i f i c a t i o n s 
i n d i c a t i v e of the nature thereof; and 

(3) Detailed statement of any other charges and cred i t s . 

3. Payments by Non-Operator 

Each party s h a l l pay i t s proportion of a l l such b i l l s w i t h i n 
t h i r t y (30) days a f t e r receipt thereof. I f payment i s not made 
wit h i n such time, the unpaid balance s h a l l bear i n t e r e s t from 
and a f t e r such 30-day period at the rate of six per cent (6$) 
per annum u n t i l paid. 

4. Adjustments 

Payment of any such b i l l s s h a ll not prejudice the r i g h t of Non-
Operator to protest or question the correctness thereof. Subject 
to the exception noted i n Paragraph 5 of t h i s section I , a l l 
statements rendered to Non-Operator by Operator during any 
calendar year s h a l l conclusively be presumed to be true and 
correct a f t e r twenty-four (24) months following the end of any 
such calendar year, unless w i t h i n the said twenty-four (24) 
month period Non-Operator takes w r i t t e n exception thereto and 
makes claim on Operator f o r adjustment. Failure on the part of 
Non-Operator to make claim on Operator f o r adjustment w i t h i n 
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such period shall establish the correctness thereof and preclude 
the f i l i n g of exceptions thereto or making of claims f o r adjust­
ment thereon. The provisions of t h i s paragraph s h a l l not prevent 
adjustments r e s u l t i n g from physical Inventory of property as 
provided f o r i n Section V I , Inventories, hereof. 

5. Audits 

A Non-Operator, upon notice i n w r i t i n g to Operator and a l l other 
Non-Operators, sh a l l have the r i g h t to audit Operator's accounts 
and records r e l a t i n g to the accounting hereunder f o r any calendar 
year w i t h i n the twenty-four (24) month period following the end 
of such calendar year, provided, however, that Non-Operator must 
take w r i t t e n exception to and make claim upon the Operator f o r 
a l l discrepancies disclosed by said audit w i t h i n said twenty-
four (24) month period, Where there are two or more Non-Operator; 
the Non-Operators shall make every reasonable e f f o r t to conduct 
j o i n t or simultaneous audits i n a manner which w i l l result i n a 
minimum of inconvenience to the Operator. 

I I . DEVELOPMENT AND OPERATING CHARGES 

Subject to l i m i t a t i o n s hereinafter prescribed, Operator s h a l l 
charge the j o i n t account with the following Items: 

1. Rentals and Royalties 

Delay or other rent a l s , when such rentals are paid by Operator for 
the j o i n t account; r o y a l t i e s , when not paid d i r e c t l y to roy a l t y 
owners by the purchaser of the o i l , gas, casinghead gas, or 
other products. 

2. Labor 

A. Salaries and wages of Operator's employees d i r e c t l y engaged 
on the j o i n t property i n the development, maintenance, and 
operation thereof, including salaries or wages paid to 
geologists and other employees who are temporarily assigned 
to and d i r e c t l y employed on a d r i l l i n g ^ w e l l . 

B. Operator's cost of holiday, vacation, sickness and d i s a b i l i t y 
benefits, and other customary allowances applicable to the 
salaries and wages chargeable under Subparagraph 2 A and 
Paragraph 11 of t h i s Section I I . Costs under t h i s Subparagrai 
2 B may be charged on a "when and as paid basis" or by 
"percentage assessment" on the amount of salaries and wages 
chargeable under Subparagraph 2 A and Paragraph 11 of t h i s 
Section I I . I f percentage assessment i s used, the rate s h a l l 
be based on the Operator's cost experience. 

C. Costs of expenditures or contributions made pursuant to 
assessments imposed by governmental authority which are 
applicable to Operator's labor cost of salaries and wages 
as provided under Subparagraphs 2 A, 2 B, and Paragraph 11 
of t h i s Section I I . 

3. Employee Benefits 

Operator's current cost of established plans f o r employees' 
group l i f e insurance, h o s p i t a l i z a t i o n , pension, retirement, stock 
purchase, t h r i f t , bonus and other benefit plans of a l i k e nature, 
applicable to Operator's labor cost, provided that the t o t a l of 
such charges sh a l l not exceed ten and one-half per cent (10 1/2$) 
of Operator's labor costs as provided i n Subparagraphs A and B 
of Paragraph 2 of t h i s Section I I and i n Paragraph 11 of t h i s 
Section I I . 
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Material, equipment, and supplies purchased or furnished by 
Operator f o r use of the j o i n t property. So f a r as i t i s reasonabl 
p r a c t i c a l and consistent with e f f i c i e n t and economical operation, 
only such material s h a l l be purchased f o r or transferred to the 
j o i n t property as may be required f o r immediate use; and the 
accumulation of surplus stocks s h a l l be avoided. 

5. Transportation 

Transportation of employees, equipment, material, and supplies 
necessary f o r the development, maintenance, and operation of the 
j o i n t property subject to the following l i m i t a t i o n s : 

A. I f material i s moved to the j o i n t property from vendor's or 
from the Operator's warehouse or other properties, no charge 
sha l l be made to the j o i n t account f o r a distance greater 
than the distance from the nearest r e l i a b l e supply store or 
railway receiving point where such material i s available, 
except by special agreement with Ncr.t -Operator. 

B. I f surplus material i s moved to Operator's warehouse or other 
storage point, no charge sh a l l be made to the j o i n t account 
f o r a distance greater than the distance from the nearest 
r e l i a b l e supply store or railway receiving point, except by 
special agreement with Non-Operator. No charge sh a l l be made 
to the j o i n t account f o r moving material to other properties 
belonging to Operator, except by special agreement with 
Non-Operator. 

6. Service 

A. Outside Services: 
The cost of contract services and u t i l i t i e s procured from 
outside sources. 

B. Use of Operator's Equipment and F a c i l i t i e s : 
Use of and service by Operator's exclusively owned equipment 
and f a c i l i t i e s as provided i n Paragraph 5 of Section I I I 
e n t i t l e d "Operator's Exclusively Owned F a c i l i t i e s " . 

7. Damages and Losses to Joint Property and Equipment 

A l l costs or expenses necessary to replace or repair damages or 
losses incurred by f i r e , f l o o d , storm, t h e f t , accident, or any 
other cause not controllable by Operator through the exercise 
of reasonable diligence. Operator s h a l l furnish Non-Operator 
w r i t t e n notice of damages or losses incurred as soon as practicable 
a f t e r report of the same has been received by Operator. 

8. L i t i g a t i o n Expense 

A l l costs and expenses of l i t i g a t i o n , or legal services otherwise 
necessary or expedient f o r the protection of the j o i n t i n t e r e s t s , 
including attorneys' fees and expenses as hereinafter provided, 
together with a l l judgments obtained against the parties or any 
of them on account of the j o i n t operations under t h i s agreement, 
and actual expenses incurred by any party or parties hereto i n 
securing evidence f o r the purpose of defending against any 
action or claim prosecuted or urged against the j o i n t account 
or the subject matter of t h i s agreement. 

A. I f a majority of the interests hereunder sh a l l so agree, 
actions or claims a f f e c t i n g the j o i n t interests hereunder 
may be handled by the legal s t a f f of one or more of the 
parties hereto; and a charge commensurate with cost of pro­
viding and furnishing such services rendered may be made 
against the j o i n t account; but no such charge shall be made 
u n t i l approved by the legal departments of or attorneys f o r 
the respective parties hereto. 
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B. Fees and expenses of outside attorneys shall not be charged 

to the j o i n t account unless authorized by the majority of 
the interests hereunder. 

9- Taxes 

A l l taxes of every kind and nature assessed or levied upon or 
i n connection with the properties which are the subject of t h i s 
agreement, the production therefrom or the operation thereof, 
and which taxes have been paid by the Operator f o r the benefit 
of the parties hereto. 

10. Insurance and Claims 

A. Premiums paid f o r insurance required to be carried f o r the 
benefit of the j o i n t account, together with a l l expenditures 
incurred and paid i n settlement of any and a l l losses, 
claims, damages, judgments, and other expenses, including 
legal services, not recovered from Insurance c a r r i e r . 

B. I f no insurance i s required to be carried, a l l actual ex­
penditures incurred and paid by Operator i n settlement of 
any and a l l losses, claims, damages, judgments, and any 
other expenses, including legal services, s h a l l be charged 
to the j o i n t account. 

11. D i s t r i c t and Camp Expense (Field Supervision and Camp Expense) 

A pro rata portion of the salaries and expenses of Operator's 
production superintendent and other employees serving the j o i n t 
property and other properties of the Operator i n the same 
operating area, whose time i s not allocated d i r e c t l y to the 
properties, and a pro rata portion of the cost of maintaining 
and operating a production o f f i c e known as Operator's D i s t r i c t 
o f f i c e located at or near Hobbs, New Mexico (or a comparable 
o f f i c e i f location changed), and necessary suboffices ( i f any), 
maintained f o r the convenience of the above-described o f f i c e , 
and a l l necessary camps, including housing f a c i l i t i e s f o r 
employees i f required, used i n the conduct of the operations on 
the j o i n t property and other properties operated i n the same 
l o c a l i t y . The expense of, less any revenue from, these f a c i l i t i e s 
should be inclusive of depreciation or a f a i r monthly re n t a l i n 
l i e u of depreciation on the investment. Such charges sh a l l be 
apportioned to a l l properties served on some equitable basis 
consistent with Operator's accounting practice. 

Charges under t h i s Paragraph 11 of Section I I , together with 
the charges contemplated by Paragraph 2-A of t h i s Section I I 
and the charges contemplated by Paragraphs 2-B, 2-C, 3 and 5 
of t h i s Section I I insofar as they cover or relate to em­
ployees or the wages thereof chargeable under said Paragraph 
2-A excepting, however, roustabouts, including head roustabouts, 
geologists and d r i l l i n g foremen and the wages or salaries there­
of, where such wages or salaries are charged under said Para­
graph 2-A, sh a l l a l l c o l l e c t i v e l y not exceed an amount equal to 
$75.00 per well per month times the number of wells used i n 
connection with overhead charges as set out under Paragraph 
12-B of t h i s Section I I ; provided however, that no oftener 
than once each year Operator may request a re-determination of 
the maximum charge herein provided and thereupon an increase 
i n the maximum charge may be determined by a vote of working 
in t e r e s t owners on the basis provided i n A r t i c l e 4.3.2 of the 
agreement to which t h i s instrument i s an e x h i b i t . 

12. Administrative Overhead 

Operator shall have the r i g h t to assess against the j o i n t property 
covered hereby the following management and administrative 
overhead charges, which sh a l l be i n l i e u of a l l expenses of a l l 
offic e s of the Operator not covered by Section I I , Paragraph 11, 
above, including salaries and expenses of personnel assigned to 
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such o f f i c e s , except; that salaries of geologists and other 
employees of Operator Who are temporarily assigned to and d i r e c t l y 
serving on the j o i n t property w i l l be charged as provided i n 
Section I I , Paragraph 2, above. Salaries and expenses of other 
technical employees assigned to such o f f i c e s w i l l be considered 
as covered by overhead charges i n t h i s paragraph unless charges 
f o r such salaries and expenses are agreed upon between Operator 
and Non-Operator as a dire c t charge to the j o i n t property. 

WELL BASIS (Rate Per Well Per Month) 
PRODUCING WELL RATE 

D r i l l i n g Well (Use Completion Depth) 
Rate A l l Wells 
Each Well 

Well Depth 

0 to 5,000 feet $250.00 

F i r s t Five Next Five Over Ten 

$20.00 $20.00 $20.00 

A. Overhead charges f o r d r i l l i n g wells s h a l l begin on the date 
each well i s spudded and terminate when i t i s on production 
or i s plugged, as the case may be, except that no charge 
sh a l l be made during the suspension of d r i l l i n g operations 
f o r f i f t e e n (15) or more consecutive days. 

B. I n connection with overhead charges, the status of wells 
s h a l l be as follows: 

(1) I n j e c t i o n wells f o r recovery operations, such as f o r 
reprsssure or water f l o o d , s h a l l be included i n the 
overhead schedule the same as producing o i l wells. 

(2) Water supply wells u t i l i z e d f o r water flooding operations 
sh a l l be included i n the overhead schedule the same as 
producing o i l wells. 

(3) Producing gas wells s h a l l be included i n the overhead 
schedule the same as producing o i l wells. 

(4) Wells permanently shut down but on which plugging 
operations are deferred s h a l l be dropped from the over­
head schedule at the time the shutdown i s effected. 
When such wells are plugged, overhead s h a l l be charged 
at the producing well rate during the time required f o r 
the plugging operation. 

(5) Wells being plugged back, d r i l l e d deeper, workover 
when d r i l l i n g r i g i s required, or converted to a source 
or input well s h a l l be included i n the overhead schedule 
the same as d r i l l i n g wells. 

(6) Temporarily shut-down wells (other than by governmental 
regulatory body) which are not produced or worked upon 
f o r a period of a f u l l calendar month shall not be 
included i n the overhead schedule; however, wells shut 
i n by governmental regulatory body shall be included 
i n the overhead schedule only i n the event the allowable 
production i s transferred to other wells on the same 
property. In the event of a u n i t allowable, a l l wells 
capable of producing w i l l be counted i n determining the 
overhead charge. 

(7) Wells completed i n dual or multiple horizons s h a l l be 
considered as two wells i n the producing overhead schedule 

(8) Lease s a l t water disposal wells s h a l l not be included i n 
the overhead schedule unless such wells are used i n a 
secondary recovery program on the j o i n t property. 

C. The above overhead schedule f o r producing wells s h a l l be 
applied to the t o t a l number of wells operated under the 
Operating Agreement to which t h i s accounting procedure i s 
attached, irrespective of i n d i v i d u a l leases. 
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D. I t i s s p e c i f i c a l l y understood that the above overhead rates 
apply only to d r i l l i n g and producing operations and are not 
intended to cover the construction or operation of a d d i t i o n a l 
f a c i l i t i e s such as, but not l i m i t e d t o , gasoline plants, 
compressor plants, repressuring projects, sa l t water disposal 
f a c i l i t i e s , and similar i n s t a l l a t i o n s . I f at any time any or 
a l l of these become necessary to the operation, a separate 
agreement w i l l be reached r e l a t i v e to an overhead charge and 
all o c a t i o n of d i s t r i c t expense. 

E. The above specific overhead rates may be amended from time to 
time by agreement between Operator and Non-Operator, i f , 
i n practice, they are found to be i n s u f f i c i e n t or excessive. 

13. Operator's F u l l y Owned Warehouse Operating and Maintenance Expense 
(Describe f u l l y the agreed procedure to be followed by the Operatoi 

None, except as included i n D i s t r i c t Expense, 

14. Other Expenditures 

Any expenditure, other than expenditures which are covered and 
dealt with by the foregoing provisions of t h i s Section I I , incurrei 
by the Operator f o r the necessary and proper development, maint­
enance, and operation of the j o i n t property. 

I I I . BASIS OF CHARGES TO JOINT ACCOUNT 

1. Purchases 

Material and equipment purchased and service procured s h a l l be 
charged at price paid by Operator a f t e r deduction of a l l discounts 
act u a l l y received. 

2. Material Furnished by Operator 

Material required f o r operations s h a l l be purchased f o r direct 
charge to j o i n t account whenever practicable, except that Operator 
may furnish such material from Operator's stocks under the f o l l o w ­
ing conditions: 

A. New Material (Condition "A") 

(1) New material transferred from Operator's warehouse or 
other properties s h a l l be priced f.o.b. the nearest 
reputable supply store or railway receiving point, 
where such material Is available, at current replace­
ment cost of the same kind of material. This w i l l 
include material such as tanks, pumping u n i t s , sucker 
rods, engines, and other major equipment. Tubular goods, 
two-inch (2") and over, s h a l l be priced on carload basis' 
e f f e c t i v e at date of transfer and f.o.b. railway receiv­
ing point nearest the j o i n t account operation, regardless 
of quantity transferred. 

(2) Other material s h a l l be priced on basis of a reputable 
supply company's p r e f e r e n t i a l price l i s t e f f e c t i v e at 
date of transfer and f.o.b. the store or railway receiv­
ing point nearest the j o i n t account operation where such 
material i s available. 

(3) Cash discount s h a l l not be allowed. 

B. Used Material (Condition "B" and "C") 

( l ) Material which i s i n sound and serviceable condition 
and i s suitable f o r reuse without reconditioning s h a l l 
be classed as Condition "B" and priced at seventy-five 
per cent (75$) of new price. 
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(2) Material which cannot be c l a s s i f i e d as Condition "B" 
but which, 

(a) After reconditioning w i l l be f u r t h e r serviceable f o r 
o r i g i n a l function as good secondhand material 
(Conditidh ,rB" ), or 

(b) Is serviceable f o r o r i g i n a l function but substan­
t i a l l y not suitable f o r reconditioning, s h a l l be 
classed as Condition "C" and priced at f i f t y per 
cent (50$) of new pri c e . 

(3) Material which cannot be c l a s s i f i e d as Condition "3" 
or Condition "C" s h a l l be priced at a value commensurate 
with i t s use. 

(4) Tanks, buildings, and other equipment involving erection 
costs s h a l l be charged at applicable percentage of 
knocked-down new price. 

3.. Premium Prices 

Whenever materials and equipment are not readily obtainable at 
the customary supply point and at prices specified i n Paragraphs 
1 and 2 of t h i s Section I I I because of national emergencies, 
strike s or other unusual causes over which the Operator has no 
cont r o l , the Operator may charge tbe j o i n t account f o r the require 
materials on the basis of the Operator's di r e c t cost and expense 
incurred i n procuring such materials, i n making i t suitable f o r 
use, and i n moving i t to the loca t i o n , provided, hcvjever, that 
notice i n w r i t i n g i s furnished to Non-Operator of the proposed 
charge p r i o r to b i l l i n g the Non-Operator f o r the material and/or 
equipment acquired pursuant to t h i s provision, whereupon Non-
Operator s h a l l have the r i g h t , by so electing and n o t i f y i n g 
Operator w i t h i n 10 days a f t e r receiving notice from the Operator, 
to furnish i n kind, or i n tonnage as the parties may agree, at 
the location, nearest railway receiving point, or Operator's 
storage point w i t h i n a comparable distance, a l l or part of his 
share of material and/or equipment suitable f o r use and accepcable 
to the-Operator. Transportation costs on any such material 
furnished by Non-Operator, at any point other than at the location 
s h a l l be borne by such Non-Operator. I f , pursuant to the provisioi 
of t h i s paragraph, any Non-Operator furnishes material and/or 
equipment i n kind, the Operator s h a l l make appropriate credits 
therefor to the account of said Non-Operator. 

4. Warranty of Material Furnished by Operator 

Operator does not warrant the material furnished beyond or back 
of the dealer's or manufacturer's guaranty; and i n case of 
defective material, credit s h a l l not be passed u n t i l adjustment 
has been received by Operator from the manufacturers or t h e i r 
agents. 

5. Operator's Exclusively Owned F a c i l i t i e s 

The following rates shall apply to service rendered to the j o i n t 
account by f a c i l i t i e s owned exclusively by Operator: 

A. Water, f u e l , power, compressor and other a u x i l i a r y services 
at rates commensurate with cost of providing and furnishing 
such service to the j o i n t account but not exceeding rates 
currently p revailing i n the f i e l d where the j o i n t property 
i s located. 

B. Automotive equipment at rates commensurate with cost of 
ownership and operation. Such rates should generally be i n 
li n e with the schedule of rates adopted by the Petroleum 
Motor Transport. Association, or some other recognized organi­
zation, as recommended uniform charges against j o i n t account 

- 7 -



•m 51.1 ME S34 ( r 
operations and revised from time to time. Automotive rates 
shall include cost of o i l , gas, repairs, insurance, and other 
operating expense and depreciation; and charges sh a l l be 
based on use i n actual service on, or i n connection w i t h , the 
j o i n t account operations. Truck and t r a c t o r rates may include 
wages and expenses of driver. 

C. A f a i r rate s h a l l be charged f o r the use of d r i l l i n g and 
cleaning-out tools and any other items of Operator's f u l l y 
owned machinery or equipment which sh a l l be ample to cover 
maintenance, repairs, depreciation, and the service furnished 
the j o i n t property; provided that such charges s h a l l not 
exceed those currently p r e v a i l i n g i n the f i e l d where the 
j o i n t property i s located. Pulling units s h a l l be charged 
at hourly rates commensurate with the cost of ownership and 
operation, which shall include repairs and maintenance, 
operating supplies, insurance, depreciation, and taxes. 
Pulling u n i t rates may include wages and expenses of the 
operator. 

D. A f a i r rate shall be charged f o r laboratory services performed 
by Operator f o r the benefit of the j o i n t account, such as 
gas, water, core, and any other analyses and tests ; provided 
such charges shall not exceed those currently p r e v a i l i n g i f 
performed by outside service laboratories. 

E. Whenever requested, Operator shall i n f o nr. Non-Operator i n ad­
vance of the rates i t proposes to charge * 

P. Rates shall be revised and adjusted from time to time when 
found to be either excessive or i n s u f f i c i e n t , 

IV. DISPOSAL OP LEASE EQUIPMENT AND MATERIAL 

The Operator s h a l l be under no obli g a t i o n to purchase i n t e r e s t 
of Non-Operator i n surplus new or secondhand material. The 
disposition of major items of surplus material, such as derricks, 
tanks, engines, pumping u n i t s , and tubular goods, sh a l l be sub­
ject to mutual determination by the parties hereto; provided. 
Operator shall have the r i g h t to dispose of normal accumulations 
of junk and scrap material either by transfer or sale from 
the j o i n t property. 

1. Material Purchased by the Operator or Non-Operator 

Material purchased by either the Operator or Non-Operator s h a l l 
be credited by the Operator to the j o i n t account f o r the month 
i n which the material i s removed by the purchaser. 

2. Division i n Kind 

Division of material In kind, i f made between Operator and Non-
Operator, shall be i n proportion to t h e i r respective interests 
In such material. Each party w i l l thereupon be charged I n d i v i d ­
u a l l y with the value of the material received or receivable by 
each party, and corresponding credits w i l l be made by the 
Operator to the j o i n t account. Such credits s h a l l appear i n the 
monthly statement of operations. 

3. Sales to Outsiders 

Sales to outsiders of material from the j o i n t property shall be 
credited by Operator to the j o i n t account at the net amount 
collected by Operator from vendee. Any claims by vendee f o r 
defective material or otherwise s h a l l be charged back to the 
j o i n t account i f and when paid by Operator. 
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BASIS OP PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT 

Material purchased by either Operator or Non-Operator or divided 
i n kind, unless otherwise agreed, sh a l l be valued on the follow­
ing basis: 

1. New Price Defined 

New price as used i n the following paragraphs sh a l l have the same 
meaning and application as that used above i n Section I I I , "Basis 
of Charges to Joint Account". 

2. New Material 

New material (Condition "A"), being new material procured f o r the 
j o i n t account but never used thereon, at one hundred per cent 
(100$) of current new price (plus sales tax i f any). 

3. Good Used Material 

Good used material (Condition "B"), being used material I n sound 
and serviceable condition, suitable f o r reuse without recondition­
ing: 

A. At seventy-five per cent (75$) of current new price i f 
material was charged to j o i n t account as new, or 

B. At s i x t y - f i v e per cent (65$) of current new price i f material 
was o r i g i n a l l y charged to the j o i n t property as secondhand 
at seventy-five per cent (75$) of new price. 

4. Other Used Material 

Used material (Condition "C"), at f i f t y per cent (50$) of current 
new p r i c e , being used material which: 

A. After reconditioning w i l l be fu r t h e r serviceable f o r o r i g i n a l 
function as good secondhand material (Condition "B"), or 

B. Is serviceable f o r o r i g i n a l function but substantially not 
suitable f o r reconditioning. 

5. Bad-Order Material 

Material and equipment (Condition "D"), which i s no longer usable 
f o r i t s o r i g i n a l purpose without excessive repair cost but i s 
f u r t h e r usable f o r some other purpose, sh a l l be priced on a 
basis comparable with that of items normally used f o r that purpose. 

6. Junk 

Junk (Condition "E"), being obsolete and scrap material, at 
preva i l i n g prices. 

7. Temporarily Used Material 

When the use of material i s temporary and i t s service to the 
j o i n t account does not j u s t i f y the reduction i n price as provided 
i n Paragraph 3 B, above, such material s h a l l be priced on a basis 
that w i l l leave a net charge to the j o i n t account consistent with 
the value of the service rendered. 

VI. INVENTORIES 

1. Periodic Inventories, Notice and Representation 

At reasonable i n t e r v a l s , inventories s h a l l be taken by Operator 
of the j o i n t account material, which s h a l l include a l l such 
material as i s o r d i n a r i l y considered controllable by operators 
of o i l and gas properties. 

- 9 -
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Written notice of Intention to take inventory s h a l l be given by 
Operator at least t h i r t y (30) days before any inventory i s to 
begin so that Non-Operator may be represented when any inventory 
i s taken. 
Failure of Non-Operator to be represented at an inventory s h a l l 
bind Non-Operator to accept the inventory taken by Operator, who 
shal l i n that event furnish Non-Operator with a copy thereof. 

2. Reconciliation and Adjustment of Inventories 

Reconciliation of inventory with charges to the j o i n t account 
sha l l be made by each party at i n t e r e s t , and a l i s t of overages 
and shortages s h a l l be j o i n t l y determined by Operator and Non-
Operator. 
Inventory adjustments s h a l l be made by Operator with the j o i n t 
account f o r overages and shortages, but Operator s h a l l be held 
accountable to Non-Operator only f o r shortages due to lack of 
reasonable diligence. 

3. Special Inventories 

Special inventories may be taken, at the expense of the purchaser, 
whenever there i s any sale or change of in t e r e s t i n the j o i n t 
property; and i t s h a l l be the duty of the party s e l l i n g to n o t i f y 
a l l other parties hereto as quickly as possible a f t e r the trans­
f e r of Interest takes place. In such cases, both the s e l l e r and 
the purchaser s h a l l be represented and sha l l be governed by the 
inventory so taken. 
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EXHIBIT "E" 

Attached to and made a part of Grayburg-San 
Andres Operating Agreement Appurtenant to 
Supplemental and Amendatory Agreement to 
Maljamar Cooperative Agreement (Supplement 
No. 5) 

INSURANCE PROVISIONS 

1. Operator s h a l l carry insurance as follows f o r the protection 
of the parties to t h i s agreement: 

A. Insurance which s h a l l comply with the applicable workmen1s 
compensation and occupational disease laws. Coverage 
"B" (employers' l i a b i l i t y ) l i m i t s s h a l l be not less than 
$25,000 per employee. 

B. Comprehensive general public l i a b i l i t y insurance with 
bodily i n j u r y l i m i t s of not less than $100,000 f o r one 
person and $200,000 f o r two or more persons i n any one 
accident and a property damage l i m i t of not less than 
$25,000 f o r any one accident. 

C. Automobile public l i a b i l i t y Insurance with bodily i n j u r y 
l i m i t s of not less than $100,000 f o r any one person and 
$200,000 f o r two or more persons i n any one accident and 
a property damage l i m i t of not less than $25,000 f o r any 
one accident. 

2. Operator s h a l l not carry physical damage insurance on j o i n t l y 
owned property f o r the benefit of the parties hereto, i t being 
understood that each partner w i l l protect i t s own i n t e r e s t i n 
such properties and assume i t s portion of any loss that occurs. 
Operator s h a l l , however, promptly n o t i f y non-operators i n w r i t i n g 
of a l l losses involving damage to j o i n t l y owned properties i n 
excess of $100. 

3. Operator shall require a l l contractors engaged i n operations 
under t h i s agreement to comply with the applicable workmen's 
compensation and occupational disease laws and to maintain such 
other insurance as the operator deems necessary. 

in 

© 

STATE OF MEXICO 
COUNTY OF LEA 
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BEFORE THE OIL CONSERVATION COMMISSION 
OF THE STATE OF NEW MEXICO 

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

CASE No. 4304 
Order No. R-2403-A 

APPLICATION OF CONTINENTAL OIL COMPANY 
FOR AN UNORTHODOX OIL WELL LOCATION AND 
AMENDMENT OF ORDER NO. R-2403, LEA COUNTY, 
NEW MEXICO. 

ORDER OF THE COMMISSION 

BY THE COMMISSION: 

This cause came on f o r hearing a t 9 a.m. on February 4, 1970, 
at Santa Fe, New Mexico, before Examiner Da n i e l S. N u t t e r . 

NOW, on t h i s 9th day of February, 1970, the Commission, a 
quorum being present, having considered the testimony, the record, 
and the recommendations o f the Examiner, and being f u l l y advised 
i n the premises, 

FINDS: 

(1) That due p u b l i c n o t i c e having been given as r e q u i r e d by 
law, the Commission has j u r i s d i c t i o n o f t h i s cause and the subject 
matter t h e r e o f . 

(2) That the a p p l i c a n t , C o n t i n e n t a l O i l Company, as opera­
t o r of the MCA U n i t approved by Commission Order No. R-2403, seeks 
a u t h o r i t y t o d r i l l i t s MCA U n i t Well No. 251, a producing o i l 
w e l l , a t an unorthodox l o c a t i o n 1100 f e e t from the South l i n e 
and 2600 f e e t from the West l i n e of Section 21, Township 17 South, 
Range 32 East, NMPM, Maljamar Grayburg-San Andres Pool, Lea County, 
New Mexico, as an i n f i l l w e l l i n s a i d MCA U n i t p r o j e c t area. 

(3) That the proposed unorthodox l o c a t i o n i s necessary t o 
provide an e f f i c i e n t o i l producing p a t t e r n . 

(4) That the a p p l i c a n t a l s o seeks the amendment of s a i d 
Order No. R-2403 t o provide f o r the establishment of an adminis­
t r a t i v e procedure whereby the S e c r e t a r y - D i r e c t o r of the Commission 
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may a u t h o r i z e a d d i t i o n a l producing w e l l s and i n j e c t i o n w e l l s a t 
unorthodox l o c a t i o n s w i t h i n s a i d MCA U n i t Area as may be neces­
sary t o complete an e f f i c i e n t p r o d u c t i o n and i n j e c t i o n p a t t e r n . 

(4) That approval of the a f o r e s a i d amendment w i l l a f f o r d 
the a p p l i c a n t the o p p o r t u n i t y t o produce i t s j u s t and e q u i t a b l e 
share of the o i l i n the Maljamar Grayburg-San Andres Pool, and 
w i l l otherwise prevent waste and p r o t e c t c o r r e l a t i v e r i g h t s , 
provided s a i d producing w e l l s and i n j e c t i o n w e l l s are d r i l l e d 
no c l o s e r than 330 f e e t t o the outer boundary of sa i d MCA U n i t 
nor c l o s e r than 10 f e e t t o any q u a r t e r - q u a r t e r s e c t i o n or sub­
d i v i s i o n i n n e r boundary. 

IT IS THEREFORE ORDERED: 

That the a p p l i c a n t . C o n t i n e n t a l O i l Company, i s hereby 
a u t h o r i z e d t o d r i l l i t s MCA U n i t Well No. 251, a producing o i l 
w e l l , a t an unorthodox l o c a t i o n 1100 f e e t from the South l i n e 
and 2600 f e e t from the West l i n e o f Section 21, Township 17 
South, Range 32 East, NMPM, Maljamar Grayburg-San Andres Pool, 
Lea County, New Mexico, as an i n f i l l w e l l i n i t s MCA Un i t Area 
approved by Commission Order No. R-2403. 

IT IS FURTHER ORDERED: 

(1) That Order (2) o f "IT IS FURTHER ORDERED" of Order No. 
R-2403, as amended by Order No. R-3375, i s hereby f u r t h e r amended 
by the a d d i t i o n of a second paragraph as f o l l o w s : 

"The S e c r e t a r y - D i r e c t o r of the Commission i s hereby a l s o 
a u t h o r i z e d t o approve such a d d i t i o n a l producing w e l l s and i n j e c ­
t i o n w e l l s a t unorthodox l o c a t i o n s w i t h i n the boundaries of the 
Maljamar Cooperative Agreement U n i t Area as may be necessary t o 
complete an e f f i c i e n t p r o d u c t i o n and i n j e c t i o n p a t t e r n ; provided 
said w e l l s are d r i l l e d no c l o s e r than 330 f e e t t o the outer 
boundary of s a i d MCA U n i t nor c l o s e r than 10 f e e t t o any q u a r t e r -
q u a r t e r s e c t i o n or s u b d i v i s i o n i n n e r boundary, and provided 
f u r t h e r , t h a t the a p p l i c a t i o n t h e r e f o r has been f i l e d i n accor­
dance w i t h Rule 701-B o f the Commission Rules and Regulations, 
and provided f u r t h e r , t h a t a copy of the a p p l i c a t i o n has been 
sent t o a l l operators owning acreage o f f s e t t i n g the q u a r t e r -
q u a r t e r s e c t i o n upon which the w e l l i s t o be l o c a t e d , i f any 
there be, and no such operator has ob j e c t e d w i t h i n 20 days. 
The S e c r e t a r y - D i r e c t o r may grant immediate approval of the 
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a p p l i c a t i o n upon r e c e i p t of w r i t t e n waivers o f o b j e c t i o n from 
a l l such o f f s e t o p e r a t o r s . " 

(2) That j u r i s d i c t i o n of t h i s cause i s r e t a i n e d f o r the 
e n t r y of such f u r t h e r orders as the Commission may deem neces­
sary . 

DONE a t Santa Fe, New Mexico, on the day and year hereinabove 
designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

DAVID F. CARGO, Chairman 

A. L. PORTER, Jr.^/Member & Secretary 

S E A L 

ear/ 
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Joanna Prukop 
Cabinet Secretary 

Governor 
Bill Richardson 

Mark Fesmire 
Division Director 
Oil Conservation Division 

Administrative Order PMX-164-A 
August 11, 2009 

APPLICATION OF CONOCOPHILLIPS COMPANY TO ADD PERFORATIONS WITHIN 
THE LOWER SAN ANDRES IN ORDER TO INCREASE INJECTION CAPACITY IN 
THE MCA UNIT WELL No. 386 IN LEA COUNTY, NEW MEXICO 

Under the provisions of Division Order R-6157, as amended, ConocoPhillips 
Company (OGRID No. 217817) has made application to the Division on July 24, 2009 
for permission to add perforations to expand its MCA Unit Pressure 
Maintenance/Enhanced Recovery Project in the Maljamar Grayburg San Andres Pool 
in Lea County, New Mexico. 

THE DIVISION DIRECTOR FINDS THAT: 

The application was filed in due form. No objections have been filed within the 
waiting period prescribed by Division Rule 26.8(C). The proposed well(s) are eligible for 
conversion to injection under the terms of Rule 26.8. The current operator is in 
compliance with Rule 5.9. 

The proposed expansion of the above-referenced Pressure Maintenance Project 
will not cause waste nor impair correlative rights and should be approved. 

IT IS THEREFORE ORDERED THAT: 

The operator is hereby authorized to inject water for purposes of secondary 
recovery into Grayburg San Andres formation within the unitized interval [see Division 
Order No R-6157] of the MCA Unit in the following-described well. This well shall be 
equipped with plastic-lined tubing set in a packer located within 100 feet of the top of the 
actual injection interval. The maximum allowed surface injection pressure is specified 
below. 

ADMINISTRATIVE ORDER 
OF THE OIL CONSERVATION DIVISION 

Oil Conservation Division * 1220 South St. Francis Drive 
* Santa Fe, New Mexico 87505 

Phone: (505) 476-3440 * Fax (505) 476-3462* h Up ://www. em n rd. s ta te. nm. u s 
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ConocoPhillips Company 
August 11, 2009 
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MCA Unit Well No. 386 (API No. 30-025-31100) 
1921' FNL, 1995' FWL, Unit F, Sec 29, T17S, R32E, NMPM 
Injection Interval (Perforated): 3,755 to 4,290 feet 
Maximum Surface Injection Pressure = 2,150 psi 

IT IS FURTHER ORDERED THAT: 

The operator shall take all steps necessary to ensure that the injected water 
enters only the permitted injection interval and is not permitted to escape to other 
formations or onto the surface. 

Prior to commencing injection operations into the well, injection casing shall be 
pressure tested from the surface to the packer setting depth to assure casing integrity. 

The casing-tubing annulus shall openly extend to within 100 feet of the top of the 
injection interval and shall be loaded with an inert fluid and equipped with a pressure 
gauge at the surface or left open to the atmosphere to facilitate detection of leakage in 
the casing, tubing or packer. 

The injection well or injection system shall be equipped with pressure limiting 
devices which will limit the wellhead pressure to the maximum surface injection 
pressure described above. 

The Director of the Division may authorize an increase in injection pressure upon 
a proper showing by the operator that such higher pressure will not result in waste of oil 
and gas or migration of the injected fluid from the permitted injection interval. Such 
proper showing shall be accompanied by valid step-rate test(s) run in accordance with 
and acceptable to this office. 

The operator shall notify the supervisor of the Division's district office of the date 
and time of the installation of injection equipment and of all mechanical integrity tests so 
that the same may be inspected and witnessed. 

The operator shall immediately notify the supervisor of the Division's district 
office of any failure of tubing, casing, or packer and shall take such steps as may be 
timely and necessary to correct such failure or leakage. 

The subject well(s) shall be governed by all provisions of Division Order No. R-
6157, as amended and Rules 26.9-26.13 of the Division Rules and Regulations not 
inconsistent herewith. 

PROVIDED FURTHER THAT, jurisdiction is retained by the Division for the entry 
of such further orders as may be necessary for the prevention of waste and/or 
protection of correlative rights or upon failure of the operator to conduct operations (1) 
to protect fresh water or (2) consistent with the requirements in this order, whereupon 
the Division may, after notice and hearing, terminate the injection authority granted 
herein. 
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The injection authority granted herein shall terminate one year after the effective 
date of this order if the operator has not commenced injection operations into the 
subject well, provided however, the Division, upon written request by the operator 
mailed prior to the one year deadline, may grant an extension thereof for good cause 
shown. 

•> .MARK E! FESMIRE, P.E. 
Director 

-if? 

/ 

MEF/tw 

cc: Oil Conservation Division - Hobbs 
Bureau of Land Management - Carlsbad 
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Joanna Prukop 
Cabinet Secretary 

Governor 
Bill Richardson 

Mark Fesmire 
Division Director 
Oil Conservation Division 

Administrative Order PMX-254 
August 11, 2009 

APPLICATION OF CONOCOPHILLIPS COMPANY TO EXPAND ITS PRESSURE 
MAINTENANCE PROJECT IN THE LOWER SAN ANDRES IN ORDER TO INCREASE 
INJECTION CAPACITY IN THE MCA UNIT WELL No. 94 IN LEA COUNTY, NEW 
MEXICO 

Under the provisions of Division Order R-6157, as amended, ConocoPhillips 
Company (OGRID No. 217817) has made application to the Division on July 24, 2009 
for permission to expand its MCA Unit Pressure Maintenance/Enhanced Recovery 
Project in the Maljamar Grayburg San Andres Pool in Lea County, New Mexico. 

THE DIVISION DIRECTOR FINDS THAT: 

The application was filed in due form. No objections have been filed within the 
waiting period prescribed by Division Rule 26.8(C). The proposed well(s) are eligible for 
conversion to injection under the terms of Rule 26.8. The current operator is in 
compliance with Rule 5.9. 

The proposed expansion of the above-referenced Pressure Maintenance Project 
will not cause waste nor impair correlative rights and should be approved. 

IT IS THEREFORE ORDERED THAT: 

The operator is hereby authorized to inject water for purposes of secondary 
recovery into Grayburg San Andres formation within the unitized interval [see Division 
Order No R-6157] of the MCA Unit in the following-described well. 

MCA Unit Well No. 94 (API No. 30-025-08063) 
660' FSL, 660' FEL, Unit P, Sec 20, T17S, R32E, NMPM 
Injection Interval: 3,755 to 4,290 feet 
Maximum Surface Injection Pressure = 2,150 psi 

ADMINISTRATIVE ORDER 
OF THE OIL CONSERVATION DIVISION 

Oil Conservation Division * 1220 South St. Francis Drive 
* Santa Fe, New Mexico 87505 

Phone: (505) 476-3440 * Fax (505) 476-3462* http://www.emnrd.state.nm.us 



Administrative Order PMX-254 
ConocoPhillips Company 
August 11, 2009 
Page 2 of 3 

This well shall be equipped with plastic-lined tubing set in a packer located within 100 
feet of the top of the actual injection interval. The maximum allowed surface injection 
pressure is specified below. 

IT IS FURTHER ORDERED THAT: 

The operator shall take all steps necessary to ensure that the injected water 
enters only the permitted injection interval and is not permitted to escape to other 
formations or onto the surface. 

Prior to commencing injection operations into the well, injection casing shall be 
pressure tested from the surface to the packer setting depth to assure casing integrity. 

The casing-tubing annulus shall openly extend to within 100 feet of the top of the 
injection interval and shall be loaded with an inert fluid and equipped with a pressure 
gauge at the surface or left open to the atmosphere to facilitate detection of leakage in 
the casing, tubing or packer. 

The injection well or injection system shall be equipped with pressure limiting 
devices which will limit the wellhead pressure to the maximum surface injection 
pressure described above. 

The Director of the Division may authorize an increase in injection pressure upon 
a proper showing by the operator that such higher pressure will not result in waste of oil 
and gas or migration of the injected fluid from the permitted injection interval. Such 
proper showing shall be accompanied by valid step-rate test(s) run in accordance with 
and acceptable to this office. 

The operator shall notify the supervisor of the Division's district office of the date 
and time of the installation of injection equipment and of all mechanical integrity tests so 
that the same may be inspected and witnessed. 

The operator shall immediately notify the supervisor of the Division's district 
office of any failure of tubing, casing, or packer and shall take such steps as may be 
timely and necessary to correct such failure or leakage. 

The subject well(s) shall be governed by all provisions of Division Order No. R-
6157, as amended and Rules 26.9-26.13 of the Division Rules and Regulations not 
inconsistent herewith. 

PROVIDED FURTHER THAT, jurisdiction is retained by the Division for the entry 
of such further orders as may be necessary for the prevention of waste and/or 
protection of correlative rights or upon failure of the operator to conduct operations (1) 
to protect fresh water or (2) consistent with the requirements in this order, whereupon 
the Division may, after notice and hearing, terminate the injection authority granted 
herein. 
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The injection authority granted herein shall terminate one year after the effective 
date of this order if the operator has not commenced injection operations into the 
subject well, provided however, the Division, upon written request by the operator 
mailed prior to the one year deadline, may grant an extension thereof for good cause 
shown. 

/MARK E. FESMIRE, P.E. 
Director 

MEF/tw 

cc: Oil Conservation Division - Hobbs 
Bureau of Land Management - Carlsbad 



Deputy Cabinet Secretary 

Joanna Prukop 
Cabinet Secretary 
Reese Fullerton 

Governor 
Bill Richardson 

Mark Fesmire 
Division Director 
Oil Conservation Division 

Administrative Order WFX-855 
September 2, 2009 

Jalyn N. Fiske 
ConocoPhillips Company 
3300 N. "A" Street, Bldg. 6 
Midland, TX 79705 

Under the provisions of Division Order R-2403, ConocoPhillips Company 
(OGRID No. 217817) has made application to the Division for permission to add 12 
water injection wells to its MCA Unit Waterflood Project located within the Maljamar; 
Grayburg-San Andres Pool (43329) in Lea County, New Mexico. 

THE DIVISION DIRECTOR FINDS THAT: 

The application was filed in due form. No objections have been filed within the 
waiting period prescribed by Division Rule 26.8C.(2). The proposed injection wells are 
eligible for conversion to injection under the terms of Rule 26.8. The operator is in 
compliance with Rule 5.9. 

The proposed expansion of the above-referenced waterflood project, will prevent 
waste, is in the best interests of conservation, will not impair correlative rights, and 
should be approved. 

IT IS THEREFORE ORDERED THAT: 

ConocoPhillips Company is hereby authorized to inject water into the unitized 
interval, through plastic-lined tubing set in packers located within 100 feet of the top of 
the injection intervals in the following-described wells for purposes of secondary 
recovery: 

ADMINISTRATIVE ORDER 
OF THE OIL CONSERVATION DIVISION 

Oil Conservation Division * 1220 South St. Francis Drive 
* Santa Fe, New Mexico 87505 

* Phone: (505) 476-3440 * Fax (505) 476-3462* http://www.emnrd.state.nm.us 
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Al'l Well It Unit Sec _ _ Tsp _ Kgc J^P___y'l B u < P c i ' ' Tubing Pressure 

30-025-38972 399 K. 27 17S 32E 3880 4130 

D 

2.375 776 

30-025-38975 404 M 26 17S 32E 4041 4271 2.375 808 

30-025-38856 411 C 33 17S 32E 3883 4125 2.375 777 

30-025-38982 414 O 27 17S 32E 4028 4202 2.375 806 

30-025-38986 418 M 27 17S 32E 3934 4159 2.375 787 

30-025-38987 419 M 27 17S 32 E 3955 4205 2.375 791 

30-025-38989 420 A 33 17S 32E 3973 4225 2.375 795 

30-025-39318 462 K 26 17S 32E 4075 4298 2.375 815 

30-025-39320 474 1 27 17S 32E 3945 4183 2.375 789 

30-025-39349 475 1 27 17S 32E 3916 4170 2.375 783 

30-025-39351 478 O 28 17S 32E 3884 4126 2.375 777 

30-025-39353 483 1 28 17S 32E 3822 4018 2.375 764 

IT IS FURTHER ORDERED THAT: 

The operator shall take all steps necessary to ensure that the injected water 
enters only the proposed injection interval and is not permitted to escape to other 
formations or onto the surface. 

Prior to commencing injection operations into these wells, the casing shall be 
pressure tested from the surface to the packer setting depth to assure casing integrity. 

The casing-tubing annulus shall be loaded with an inert fluid and equipped with a 
pressure gauge at the surface or left open to the atmosphere to facilitate detection of 
leakage in the casing, tubing or packer. 

The injection wells or injection system shall be equipped with pressure limiting 
devices which will limit the wellhead pressure to the maximum surface injection 
pressure described above. 

The Director of the Division may authorize increases in injection pressure upon a 
proper showing by the operator that higher pressure will not result in migration of the 
injected fluid from the permitted injection interval or harmful formation fracturing. Such 
proper showing shall consist of valid step-rate tests and possibly injection profiles or 
pressure transient testing run in accordance with and acceptable to this office. 

The operator shall notify the supervisor of the District Office of the date and time 
of the installation of injection equipment and of all mechanical integrity tests so that the 
same may be inspected and witnessed. 
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The operator shall immediately notify the supervisor of the District Office of the 
failure of the tubing, casing or packer in said wells and shall take such steps as may be 
timely and necessary to correct such failure or leakage. 

The subject wells shall be governed by all provisions of Division Order No. R-
2243, and Rules 26.9 through 26.13 not inconsistent herewith. 

PROVIDED FURTHER THAT, jurisdiction is retained by the Division for the entry 
of such further orders as may be necessary for the prevention of waste and/or 
protection of correlative rights or upon failure of the operator to conduct operations (1) 
to protect fresh water or (2) consistent with the requirements in this order, whereupon 
the Division may, after notice and hearing, terminate the injection authority granted 
herein. 

The injection authority granted herein shall terminate one year after the effective 
date of this order if the operator has not commenced injection operations into at least 
one of the subject wells, provided however, the Division, upon written request by the 
operator received prior to the one year deadline, may grant an extension thereof for 
good cause shown. 

MARK E. FESMIRE, P.E. 
Director 

MEF/tw 

cc: Oil Conservation Division - Hobbs 


