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BEFORE THE OIL CONSERVATICN 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
CONSIDERINGs

CASE NO. 36
ORDER NO. 485

THE PETITION OF THE OPERATORS' CQIQSITTER
UNDER MALJAMAR COOPERATIVE REPRESSURING
AGREEMENT, WITH REGARD TO A CERTAIN AREL
WITHIN THE MALJAMAR FIELD, LEA COUNTYj. FOR
AN ORDER APPROVING THE FOLLOWING: AND SUCH
OTHER MATTERS AND THINGS INCIDENT THERETC
AS MAY BE REQUIRED BY LAW TO BE APPROVED
BY THE OIL CONSERVATION COMMISSION:
UNITIZATION OF CAS, SELECTION OF KEY OR
IN-PUT WELLS, MANNER OF COMPUTATION AND
COMPENSATION FOR LOSS TO PRORATION UNITS
UPON WHICH ARE LOCATED KEY OR IN-PUT WELLS,
AND: THB PROMIBITION OF A. TOP ALLOWABLE
EXCEEDING 44 BABBHB PER PRORATION UNIT
PER DAX. ‘

vl

ORDER OF THE. COMMISSION.

BY THE COMMISSION:

This cause came on for hearing at two o'clock P.M., October 29,
1942, at Santa Fe, New Mexico, before the Qil. Conservation Commission
of New Mexico, hereinafter referred to as. th "Cozmluion"

NOW;" on: this: 'U.th dayy ot November, 1942, txw Commission -
having before: it for consideration the testimony adduced at the hearing
of said case and being:- MJJ advised in the pn-iau, the Commission
finds:

_P’_I_N_D_I_N_G_S_

s 'mnt on August 5;- 1941, an agreement was made and entered
into by and:between the pu'ﬁies signatory thereto, anm original of
which agreement is filed in this case as exhibit A; said' agreement®
having as itg general objects and purposes, the following:

(a) The erection and maintenance  of a repressuring plant: and
system, for the purpose: of using the natural gas produced from the -
area subject to the agreement for pressure maintenance, so as to secure
the greatest ultimate recovery of oil and gas from such area.

(b) For the erection and maintenance of a natural gasoline plant

to be operated in connection with the repressuring plant
hereinabove referred to. “F R
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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 oil 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 II of the Order herein.

All of the lands within the committed area are under oil and gas
lease. All of the leases within the committed area, except the lease
covering the E3 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 Ef Sec. 16 was issued by the State of New
Ilexico, acting by and through its Commissioner of Public Lands. All of
said lands being in the area commonly referred to and known as the
Maljamar Oil & Gas Field.

It 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 will be benefited by the pressure
maintenance operations.

3. That it is the purpose and intention of said agreement to
operate the properties subject thereto, in so far as the oil 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 oil is to belong to the
lease from which produced, and each operator is to market his or its own
o1l.

In so far as the natural gas produced from the properties subject
to the agreement is concerned, all 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 ifrom which oil is being produced in said
tield.

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
llexico, representing Maljamar Oil & Gas Corporation; J. B. Steele,
representing the Kewanee 0il Company, the latter having acquired its
interest from Barney Cockburn after the execution of the repressuring
agreement; Barney Cockburn, Lubbock, Texas, representing himself, the
Fair 0il 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 rield in the repressuring operations.
Said wells are shown on the map of the Maljamar 0il Field filed in this
Case as exhibit B, and are more particularly described in Section V of
the Order herein.

In addition to the said in-put wells, there is contemplated the
selection or 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 calling of a
formal hearing therefor.

6. That sixty percent of the allowable to the proration units
upon which are situated the in-put wells should be redistributed to
all the other proration units within the committed area capable of
producing such additional oil without waste.

7. That the proration units within the committed area should
not exceed the production of 44 barrels of oil daily if the current
allowable in the future exceeds said amount; subject, however, to the
proviso set out in Section VII of the order herein. Such petition
snould be considered by the Commission administratively without further
notice and formal hearing.

IT IS THEREFORE. ORDERED:

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

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

The committed area referred to in Section 2 of the findings
herein is described as follows:

The E Sec. 14; E} Sec. 16; all Sec. 17,

18, 19, 20, 21, 22, 27, 28, 29 and 30.

The ‘\Ii, N%E NElsw slswl Sec. 23;

S Wi i swl Sec. 26i N% w%sm, Sec. 31;

NE Sec. 33; NE3, wawk Sec. 34; W3
Sec. 35, all in ’I‘wp 175 Rge.32E., N.M.P.M.

As the committed area within the boundaries of the cooperative
area is enl¥®rged as in Section 2 of the findings herein, the Operators'
Committee shall notify the Commission promptly in 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 limits of the cooperative area as set out in Section II
of the order herein shall be upon formal petition, notice and hearing
as provided by law.

III. There shall be no unitization of oil but the gas shall
be utilized in the manner set out in Section 3 of the findings herein.

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

V. That the in-put wells referred to in Section 5 of the
findings herein are hereby authorized for use as such and are more
particularly described as follows:

Mal jamar 0il & Gas Corp. Wm. Mitchell B-12

" " " " " " n B_4 isE.E sﬁc ’ %3 175"32E
" " n n " 1] " A_S i y " 20 "
" n " n " Balsh A_S %Nw.F n 21 "
] " " n " " A-l NE ‘NE"E " il "
" nowoon " " B-6 SwaFSEé: " 21 "
Carper Drilling Company Simon 4=N  SW ip\lr" 3 "9 "
Simon 8-N SW-FSE%; w 29 "
Kewa.nee 0il Compa.ny B-15 SWgNWg " 28 "
" 5_29 SW;;SJ:.:; n 28 "
n n " s'"" N‘n’ n 2 "
" n " g‘_‘?_l sw:tSE:i n 23 n
Barney Cockburn Miller A6 SWgNWg " 26 "
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The selection of other in-put wells within the area committed and
for the further area to be committed within the cooperative area describped
in Section II of the order herein shall be submitted to the Commission for
its consideration of approval administratively without further notice
and formal hearing thersupon.

VI. That said 13 in-put wells described in Section V of the
order herein are hereby assigned the top allowable for one year
oeginning with the efrective date of thisg order. Thereafter, said in-put
wells it rurther used as such shall have such allowable for such period of
time as determined by the Commission administratively; likewise, other in-
put wells authorized to be selected as provided in Section V of the order
herein shall have such allowable for such period of time as field tests to the
Commission may seem advisabla.

Sixty percent of the allowable lost by in-put wells shall be
redistributed to all the other top allowable proration units within the
committed area by dividing the above mentioned amount lost through the
use of in-put wells by the number of top allowable producing wells in the
committed area and the amount so determined would be added to the regular
top allowable for each well. If the operators subject to said agreement
do not desire to produce such excess allowable during any month the
Operators' Committee would in that event notify the Commission berfore the
allowable for such month is fixed and not later than the 25th day of the month
preceding.

VII. That the proration units within the committed area shall not
exceed the production of 44 barrels of oil daily should the current allowable
in the tuture exceed that amount; subject, however, to the right of the
Operators! Committee to petition the Commission administratively, by the
25th day of the month before the fixing of any monthly allowable, to change
or modify such maximum allowable for the committed area.

VIII. That this order shall become eifective on the first day of
the proration month next succeeding the month in which said Order is
adopted.

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

OIL CONSZRVATION COMMISSION

(5GD) JOHN . MILiS
JOHN k. MILES, CHAIRMAN

H. R. RODGERS, MEMBER

(SGD) JOHN M. KELLY
JOHN M. KELLY, SZCRETARY.

(&here being no further business the meeting adjourned.\}

0IL co§s¢nvnTION COMMISSION

/ e

g/
" JoHN M. KELLY, 4£CRETHRY.
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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 THE
STATE OF NEW MEXICO FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 56
ORDER NO. 595

THE PETITION OF THE OPERATORS' COMMITTLEE
UNDER MALJAMAR COOP:RATIVE REPRESSURING
AGREEMENT FOR A CHANGE IN MrTHOD OF
ALLOCATING OF OIL PRODUCTION AND GAS
CCNTROL FOR THi COMMITTED AREA WITHIN

THE MALJAMAR COOPLRATIVE 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 lMexaco, before the 0Oil Conservation Commission
ot New Mexaco, hereinatter retferred to as the "Commission".

NOW, on this 28th day of March, 1945, the Commission having
betore 1t for consideration the testimony adduced at the hearing of said
case and being fully advised in the premises;

IT IS THEREFORE ORDERED:

SECTION 1. That VI of Order 485 be and is hereby amended to
read as rollows:

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

(o) The Operators' Committee shall submit monthly to the
Commission ror approval the nomination in total parrels daily and
Schedule of re—allocation to the respective proration units.

(¢) In no event shall any proration unit producing from
horizons other than the Grayburg or San Andres formations be prorated
under this plan of allocation, other than they shall not produce at a
rate 1n excess or State top allowable.

(d) wmach proration unit shall be assigned an acreage allowable
1n whatscever amount production test shows that 1t 1s capable of making
up to but not exceeding 15 parrels daily.




(e) kacn proration umit capabla of producing the acreage
allowaole but incapable of producing the additional allowable through
the application of the void space factor hereinatter provided shall be
permitted to produce that volume of oil.as shown on its production test.

(£) A1l proration units capable of producing said acreage
allowadls plus the additional allowabls through the- application of the
void space factor shall be assigned a proportionate part of the remaining
nomnated allowable; such proportionate part to be determined on the
ratio that the void space created by each indivaidual proration unit
bears to the total void space created by all proration units, or in
strict accordance with the following formula:

mit Void Space void . i
Total Unit Void Space *  space = Numoer of obls.
allowable

(g) A proration unit upon which i1s located a newly completed
or reconditioned well shall be assigned an allowable up to and including
30 parrels daily insofar as it is capable of producing such amountj;
that allowable being derived from the average void space created by
all producing wells in the committed area. Such allowable to prevail
only for those allocation periods in accordance with Proration Schedule
Order No. 235 and until well can be properly tested and its allowable
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 485 be and 1s hereby amended to
read as rollows:

VII. Tests necessary in connection with the foregoing plan
shall be those designated by the Commission, made by such methods and
means, in such manner, and at such periods as the Commission in its
discretion may prescribe from time to time.

SECTION 3. That VIII of Order 485 be and is hereby amended to
read as tollows:

VIII. 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 in accordance with the
State-Wide Proration Order and field gas-oil ratio limitation.

That this order shall be effective on execution and applicable to
the Commission's Proration Schedule beginnming with the next proration
month. X
DONE at Santa Fe, New exaco, on the day and year hereinabove
designated.
OIL CONSERVATION COMMISSION

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

(SGD) John k. Miles
JOHN E. MILeS, MEMBER

The Commission adopted Order No. 596, allocating 109,900 barrels
of oil per day for the month of April, 1945.

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

The Commission adopted k. Order No. 598 to continue E. Order No.
576 ror the first half of April, 1945.
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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 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 §. Nutter,
Examiner duly appointed by the Oil Conservation Commission of New
Mexico in accordance with Rule 1214 of the Rules and Regulations
of the New Mexico 0il Conservation Commission.

NOW, on this ¢7t5day of July 1956, the 0il Conservation
Commission of New Mexico, herelnafter 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
fully advised in the premises,

FINDS:

(1) That notice having been given as required by law,
the Commission bas jurisdiction of this cause and the subject matter
thereof.

(2) That the o0il and gas lease involved in the appli-
cation is Federally owned, and the Supervisor of the United States
Geological Survey has interposed no objection to the application.

(3) That Kewanee Oil Company is the owner and holder
of a Federal 0il and Gas Lease and said lease covers the following
described land in Lea County, New Mexico, to-wit:

All 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 is designated as Kewanee 0il Company's '"Pearl"
Lease.
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Order No. R-841

(4) That applicant received authority for am unorthodox
location for its 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 inject 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 injection wells would be transferred to the

other wells on said Pearl Lease.

(5) That recent engineering studies have indicated that
greater secondary recovery of oil can be accomplished by the
initiation of a pilot water flood operation on the aforesaid Pearl
Lease.

(6) That applicant has shown that to discontinue the
injection of gas into its Pearl Well No. 26 and to convert said
well to a water injection well will result in greater secondary
recovery of oil.

(7) That said conversion of applicant's Pearl Well
No. 26 to a water injection well is in the best interests of
conservation and the prevention of waste.

IT IS THEREFORE ORDERED:

That the application of Kewanee 0il Company to discontinue
the injection of gas into its Pearl Well No. 26, 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,
and to convert said well to a water injection 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
01 NSERVATION COMMISSION

e P

HN F. SIMMS, Chairman

o8, ¥ v

A. L. PORTER, Jr., Mémber & Secretary

SEAL

ir/
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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 THE STATE OF NEW

MEXICO FOR THE PURPOSE OF

CONSIDERING:
CASE NO. 1309
Order No. R-1075

IN 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 for hearing at 9 o'clock a.m. on
September 18, 1957, at Santa Fe, New Mexico, before the 0il
Conservation Commission of New Mexico, hereinafter referred to
as the '"commission."

NOW, on this %3ﬂéday of October, 1957, the Commission,
a quorum being present, having considered the application and the
evidence adduced, and being fully advised in the premises,

FINDS:

(1) That due public notice having been given as required
by law, the Commission has jurisdiction of this cause and the subject
matter thereof.

(2) That the applicant, The Operators Committee of the
Maljamar Cooperative Repressuring Agreement, proposes to expand
the Kewanee 0il Company pilot water flood project authorized by
Commission Order No. R-841, dated July 9, 1956, by the conversion
from a producing oil well to a water injection well of the Pearl
"B" No. 21 Well, located 2615 feet from the South line and 1295
feet from the East line of Section 25, Township 17 South, Range 32
East, NMPM, Lea County, New Mexico.

(3) That the applicant further proposes to institute
an additional pilot water flood project in the Maljamar Pool in
the W/2 SE/4 and the SW/4 of 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, all in Township 17 South, Range 32 East, NMPM, Lea County,
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Case No. 1309
Order No. R-1075

New Mexico, with the water to be injected through nine wells
located in the above-described pilot area.

(4) That one of the proposed injection wells is the
Buffalo Baish "A"™ No. 21 Well, located 1395 feet from the South
line and 1347 feet from the West line of said Section 21, which
well is presently producing oil from the Maljamar Pool, and that
the aforementioned Pearl "B'" No. 21 Well in the proposed extension
of the Kewanee 0Oil Company pilot water flood project is also
presently producing oil from the Maljamar Pool.

(5) That the applicant proposes to transfer the oil
allowables for the said Baish "A'" No. 21 Well and the Pearl "B'"
No. 21 Well to other wells on the same basic lease on which the
respective wells are located, the allowables to be transferred
being based on the wells' allowables for the month during which
work is commenced to convert each producing well to a water
injection well.

(6) That the applicant further proposes that it be
authorized to make additions to or deletions from the pilot area
and/or changes in the injection wells by administrative approval
of the Commission without notice and hearing.

(7) That the area contained in both of the pilot water
flood projects covered by the subject application is within the
Maljamar Cooperative Repressuring Agreement Area and that the
allowables for all wells in said area are computed and allocated
in accordance with Order No. 485 dated November 14, 1942, as
amended by Order No. 595 dated March 28, 1945.

(8) That the proposed program will promote conservation
and will tend to prevent waste through the production of oil which
might not otherwise be recovered.

(9) That the applicant should be permitted to expand
the Kewanee 0il Company pilot water flood project and to institute
an additional water flood project in the Maljamar Pool in accordance
with its proposals as set forth above, and that it should be
permitted to transfer the oil allowables for the designated water
input wells, where such wells are now producing oil, to other wells
in the same basic lease,

(10) That the applicant should be permitted to make
additions to or deletions from the pilot areas and/or changes of
injection wells after administrative approval by the Commission
without notice and hearing provided the request for administrative
approval is made in accordance with Rule 701 (b) of the Commission
Rules and Regulations and provided said additions, deletions, and/or
changes are confined to the boundaries of the Maljamar Cooperative
Repressuring Agreement Area.

(11) That the applicant should submit periodic reports
to the Commission disclosing the progress of the secondary recovery
programs .
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Order No. R-1075

IT IS THEREFORE ORDERED:

(1) That the Kewanee 0il Company pilot water flood
project authorized by Order R-841 be and the same is hereby
expanded to permit the injection of water into the Maljamar Pool
through the Kewanee 0il Company Pearl "B" No. 21 Well, located
2615 feet from the South line and 1295 feet from the East line
of Section 25, Township 17 South, Range 32 East, NMPM, Lea County,
New Mexico.

(2) That the Operators Committee of the Maljamar
Cooperative Repressuring Agreement be and the same is hereby
authorized to institute a pilot water flood project in the Maljamar
Pool in the E/2 SE/4 of Section 20, the W/2 SE/4 and the SW/4 of
Section 21, the W/2 NE/4 and the NW/4 of Section 28, and the E/2
NE/4 of Section 29, all in Township 17 South, Range 32 East, NMPM,
Lea County, New Mexico, and that the following described wells be
and the same are hereby authorized as water injection wells for
said project:

New well. 25 feet from the West line and 1325 feet from
the South line of Section 21, T 17S-R 32E.

Buffalo Baish "A" No. 21 Well. 1395 feet from the South
line and 1347 feet from the West line of Section 21, T 17S-
R 32E. (Presently producing oil)

New well. 1325 feet from the South line and 2615 feet
from the West line of Sectiomn 21, T 17S-R 32E.

Kewanee Baish "B" IP #11 Well. 80 feet from the North
line and 25 feet from the West line of Section 28, T 17S-
R 32E. (Presently gas input well).

New well, 25 feet from the South line and 1325 feet from
the West line of Section 21, T 17S-R 32E.

Kewanee Baish "B" IP #35 Well. 2560 feet from the East
line and 75 feet from the North line of Section 28, T 17S-
R 32E. (Presently gas input well).

New well, 25 feet from the West line and 1325 feet from
the North line of Section 28, T 17S-R 32E.

New well. 1325 feet from the North line and 1325 feet
from the West line of Section 28, T 17S-R 32E.

New Well, 1325 feet from the North line and 2635 feet
from the West line of Section 28, T 17S-R 32E.

(3) That the applicant be and the same is hereby
authorized to transfer the allowables for the aforementioned
Baish "A" No. 21 Well and the Pearl "B'" No. 21 Well to other wells
on the same respective basic leases, and that the allowables to be
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Order No. R-1075

transferred shall be based on the allowables assigned to each of
said wells for the month during which work is commenced to convert
each to a water injection well.

(4) That the Secretary-Director of the Commission shall
have authority to approve any extension to or deletion from the
pilot areas described above and any change in the number and/or
location of the injection wells for either of the above-described
pilot water flood projects, without notice and hearing; provided
however, that all information required by Rule 701 (b) of the

Commission Rules and Regulations shall be included in the application

for administrative approval, and provided further that any such
extension, deletion, and/or change shall be confined to the
boundaries of the Maljamar Cooperative Repressuring Agreement Area.

(5) That monthly progress reports on each of the above-
described pilot water flood project shall be submitted to the
Commission in 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

0 W At

EDWIN L. MECHEM, Chairman

DLl

MURRAY E. MORGAN, Member

207 e (

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

SEAL

ir/




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 APPROVAIL 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 ALLOWAELES, 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 for hearing at 9 a.m. on December 6, 1962,
at Santa Fe, New Mexico, before Daniel S. Nutter, Examiner duly
appointed by the 0il Conservation Commission of New Mexico, here-
inafter referred to as the "Commission," in accordance with Rule
1214 of the Commission Rules and Regulations.

NOW, on this_ 31st day of December , 1962 , the Commission,
a quorum being present, having considered the application, the
evidence adduced, and the recommendations of the Examiner, Daniel
S. Nutter, and being fully advised in the premises,

FINDS:

(1) That due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the subject
matter thereof.

(2) That, by Order No. 485, the Commission approved the
Maljamar Cooperative Repressuring Agreement, said agreement having
been entered into on August 5, 1941, by the parties signatory
thereto, for pressure maintenance in the Grayburg-San Andres
formations under the Maljamar Cooperative Repressuring Agreement
area in the Maljamar Pool, Lea County, New Mexico, unitizing gas
in the area, making provisions for gas injection wells, and the
expansion thereof by administrative approval. The order further
provided that the proration units within the committed area

[
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should not exceed the production of 44 barrels of oil daily;
provided for expansion of the committed area by administrative
approval; provided for the management of said project by the
Operators Committee; and included other provisions for the
conduct of the repressuring program.

(3) That, by Order No. 595, the Commission amended Order
No. 485 and provided a method of allocation to the committed area
and the reallocation to the respective proration units on a basis ;
which included an acreage allowable up to 15 barrels per day, a
maximum marginal well allowable of 20 barrels per day, and a void
space allowable determined by reservoir conditions as reflected
by each well's bottomhole pressure and gas-oil ratio.

(4) That numerous other orders have been entered approving
additional injection wells for expansion of the repressuring pro- )
gram and for non-standard locations for both injection and producing
wells. The order number or date of administrative approval provid-
ing for the present injection wells or non-standard locations is
set out in the attached Exhibit "A".

(5) That, by Order No. R-841, the Commission approved the
injection of water into the Pearl "B" Well No. 26, 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.
By Order No. R-1075 the Commission authorized the expansion of .
Order No. R-841 to include the drilling and conversion of certain '
other wells to water injection wells, said wells also ba2ing listed
on Exhibit "A" attached. The order further provided for adminis-
trative approval for expansion of the water injection program.

(6) That by adoption of Supplement No. 4 to the Maljamar !
Cooperative Repressuring Agreement, the applicant, Continental 0il
Company, was elected Chairman of the Operators Committee and the
name was changed to the Maljamar Cooperative Agreement.

(7) That the owners in the Maljamar Cooperative Agreement
area have adopted Supplement No. 5 to the Maljamar Cooperative
Agreement with Continental Oil Company as Operator of the Partic-
ipating Area. The effect of Supplement No. 5 is to unitize all
liguid hydrocarbons in the Grayburg-San Andres formations under-
lying the Participating Area, and to adopt a Plan of Operations
for the expansion of the pressure maintenance program by gas and
water injection.

(8) That the pressure maintenance program heretofore carried
out has been successful and that approval of Supplement No. 5 and
the Plan of Operation contemplated thereunder, and a revision of
the allocation method for transferring allowables should increase
the efficiency and ultimate recovery of the pressure maintenance
program.
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(9) That said repressuring project was instituted during
the early primary life of the Maljamar Pool; that the Maljamar
Pool, without the benefit of fluid injection, would be in or
approaching a "stripper" state of depletion, and that any
secondary recovery project instituted at the present time would
in all probability be classified by the Commission as a water-
flood project subject to Commission Rule 701-E governing water-
flood projects.

(L0) That to afford continuity of operations under the
existing pressure maintenance rules, the present void space
formula for the project should remain in effect, with the added
privilege of allowable transfer for injection tracts, for wells
shut-in for engineering reasons, and for wells incapable of making
their computed share of the void space allowable. Provided how-
ever, that the maximum allowable assigned to any 40-acre proration
unit should be limited to the Southeast New Mexico Waterflood
Allowable Factor currently in effect or as modified by future
orders of the Commission.

(11} That, by application in this case, Continental 0il
Company, as Chairman for the Maljamar Cooperative Agreement area
and operator of the Participaring Area, seeks the consolidation of
prior orders, modification of the allocation method for transfer
of allowables, an administrative procedure for expansion or
revision of the fluid injection program and expansion of the
Participating Area within the Maljamar Cooperative Agreement
boundaries; further, applicant seeks an exception to the provi-
sions of Rule 309-A of the Commission Rules and Regulations to
permit production of more than sixteen proration units into a
single tank battery.

{(12) That the proposed program will promote conservation

and will tend to prevent waste through the production of oil
which might not otherwise be recovered.

IT IS THEREFORE ORDERED:

(1) That the Maljamar Cooperative Repressuring Agreement
and its supplements, including Supplement 4 which changed the
name to Maljamar Cooperative Agreement and appointed Continental
0il Company as Chairman of the Operators Committee, are hereby
continued in effect.

(2) That Supplement No. 5, being a Supplemental and
Amendatory Agreement to the Maljamar Cooperative Agreement, and
the initial Plan of Operations pursuant thereto, are hereby
approved.

(3) That all oil produced from the Grayburg-San Andres
formations underlying the Participating Area, as hereinafter
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defined, is fully unitized as provided in said Supplement No. 5,
and all gas produced and utilized as provided in said Supplements
No. 4 and No. 5 is fully unitized as provided therein.

(4) That the Cooperative Area, heretofore approved by this
Commission for pressure maintenance of the Grayburg-San Andres
formations and hereinafter called MCA Unit Area, consists of the
following lands:

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

Sections 14 to 23, inclusive

Sections 25 to 35, inclusive

TOWNSHIP 17 SOUTH, RANGE 33 EAST, NMPM
LEA COUNTY, NEW MEXICO
Section 30: W/2

containing 13,786.66 acres, more or less.

That the following-described lands lying within such
Cooperative Area are hereby designated and recognized as consti-
tuting the Participating Area for the Grayburg-San Andres forma-
tions:

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

Section 15: SW/4 swW/4

Section 16: S/2 s/2, W/2 NW/4, and
NE/4 NW/4

Section 17: E/2 E/2 and NW/4 NE/4,
SE/4 NW/4, and S/2 SW/4

Section 18: SW/4 SW/4

Section 19: All

Section 20: All

Section 21: All

Section 22: NW/4 NW/4, S/2 NW/4, s/2 NE/4,
and §/2

Section 23: W/2, s/2 NE/4, and SE/4

Section 25: N/2, N/2 SW/4, N/2 SE/4 and
SE/4 SE/4

Section 26: N/2, SW/4, and NW/4 SE/4

Section 27: All

Section 28: All

Section 29: All

Section 30: All

Section 31l: NE/4 NW/4

Section 33: N/2

Section 34: 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

containing 8,055.16 acres, more or less.

That the Participating Area described above and the follow-
ing-described lands lying outside of the Participating Area but
within the Cooperative Area, are hereby designated and recognized
as constituting the committed acreage to the Maljamar Cooperative
Agreement:

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

Section 1l4: SW/4 (156.25 acres of 160~
acre tract), and E/2

Section 16: NE/4, N/2 SE/4, and SE/4 NW/4

Section 17: SW/4 NE/4, W/2 SE/4, N/2 NW/4,
SW/4 NW/4, and N/2 SW/4

Section 18: E/2, E/2 W/2, and Lots 1, 2 and 3

Section 22: N/2 NE/4 and NE/4 NW/4

Section 23: N/2 NE/4

Section 25: SW/4 SE/4, and S/2 SW/4

Section 26: NE/4 SE/4, and S/2 SE/4

Section 31: E/2, SE/4 NW/4, E/2 SW/4,
and Lots 1, 2, 3 and 4

Section 32: NE/4 and N/2 NW/4, below
5,000 feet only

Section 33: S/2

Section 34: N/2 SE/4 below 5,000 feet
only, NE/4 NE/4, S/2 NE/4,
and SE/4 NW/4

Section 35: 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 fully Unitized Area shall be those lands
designated above as the Participating Area of the MCA Unit for
the Grayburg-San Andres formation.

(6) That the Participating Area may be enlarged as provided
in said Supplement No. 5 and additional acreage committed to the
MCA Unit; provided, however, that administrative approval for the
expansion of the Participating Area or the committed acreage must
be cobtained from the Secretary-Director of the Commission; and
provided, further, that any extension of the Cooperative Area, or
of the Unitized Area beyond the boundaries of the Cooperative Area
as described herein, shall be made only after notice and hearing.




—6-
CASE No. 2718
Order No. R-2403

(7) That the MCA Unit operator shall file with the Com-
mission an executed original or executed counterpart of the
Supplement No. 5 within thirty (30) days after the effective
date thereof. In the event of subsequent joinder by any party
or expansion of the Participating Area, the unit operator shall
file with the Commission within thirty (30) days thereafter
ounterparts of the unit agreement reflecting the subscription
of those interests having subsequently joined or ratified.

IT IS FURTHER ORDERED:

(1) That the applicant, Continental 0il Company, as opera-
tor, is hereby authorized to continue the gas and water injection
project authorized by Orders 485, 595, and R-841l, and to continue
and expand the water injection project as further authorized by
order No. R-1075 and as proposed by the Plan of Operations
submitted with Supplement No. 5.

(2) That the MCA Unit approved gas and water injection wells
shall be those wells listed in Exhibit "A" attached hereto. Addi-
tional wells may be drilled for gas or water injection, gas injec-
tion wells may be converted to water injection, water injection
wells may be converted to gas injection wells, and producing wells
may be converted to injection wells and injection wells to produc-
ing wells within the boundaries of the Maljamar Cooperative Agree-
ment Area upon administrative approval of the Secretary-Director
of the Commission without notice or hearing; provided, however,
that all information required by Rule 701~-B of the Commission
Rules and Regqulations shall be included in the application for
administrative approval; and provided, further, that all offset
operators to the well, if any there be, whose acreage is not
included within the Participating Area, and the State Engineer
shall also be notified by registered or certified mail of such
request for administrative approval. The Secretary-Director may
approve the application if no such offset operator or the State
Engineer has objected within 20 days. The Secretary-Director may
grant immediate approval of the application upon receipt of written
waivers of objection from all such offset operators and the State
Engineer.

(3) That the allocation to the Participating Area and other
committed leases within the MCA Unit Area and the reallocation to
the respective proration units therein shall be made upon the
following plan:

(a) The unit operator shall submit to the Com-
mission for approval the nomination in total
barrels daily and schedule of reallocation
to the respective proration units. Said
nomination and schedule shall be submitted
to the Commission and a duplicate shall be
supplied to the Hobbs District Office of
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the Commission not later than the
twentieth day of each month preceding
the next proration month.

(b} Each proration unit shall be assigned an
acreage allowable in whatsoever amount it
is capable of producing up to but not
exceeding fifteen (15) barrels daily,
unless the unit operator nominates a
lesser amount per proration unit.

{(c) Each proration unit capable of producing
the acreage allowable but incapable of
producing the acreage allowable plus the
allowable assignable through the applica-
tion of the void space formula hereinafter
provided shall be assigned an allowable
equal to that volume of o0il shown on its
production test.

(d) All proration units capable of producing
said acreage allowable plus the allowable
allocated through the application of the
voild space formula shall be assigned a
proportionate part of the total void
space allowable so that each said prora-
tion unit will share in the void space
allocation in inverse proportion to the
amount of reservoir space voided as
reflected by its production tests in
strict accordance with the following
formula:

Proration Unit Reciprocal

void Space Factor X void Space = Number of
Summation of MCA Unit Re- Allowable Barrels
ciprocal Void Space Factors

The reciprocal void space factors to be
determined from the attached Exhibit "B",
being a table of"BARRELS OF RESERVOIR SPACE
VOIDED IN PRODUCING ONE BARREI, OF STOCK TANK
OIL, AND THE RECIPROCAL FACTOR THERETO, AT
GIVEN GAS~OIL RATIOS AND RESERVOIR PRES-
SURES."

(e) A proration unit upon which is located a
newly completed or reconditioned well shall
be assigned an allowable 1in accordance with
its acreage and void space allowable from
the first day of production of new oil.
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(£)

(9)

(h)

(4) That the operator is hereby authorized to transfer the

The proration units within the MCA Unit Area
shall have a top daily oil allowable egual

to the Southeast New Mexico Waterflood Allow-
able Factor currently in effect or as modifiled
by future orders of the Commission, subject to
the acreage and void space allowable alloca-
tions. A proration unit must have either a
producing well, an injection well or a shut-in
well capable of production before it can
receive an allowable assignment.

Bottomhole pressure surveys and gas-oil ratio
tests shall be taken and filed with the Com-
mission in accordance with the Commission
Rules and Regulations every six (6) months

or at such periods as the Commission in its
discretion may prescribe from time to time.
All bottomhole pressures shall be computed

to a common datum of sea level.

In no event shall any well producing from
horizons other than the Grayburg-San Andres
formations be prorated under this plan of
allocation.

top unit allowable from any proration unit containing only an

injection well,

approved by the Commission, to any well or wells assigned a top
unit allowable under the void space formula and capable of making

or a well shut-in for engineering reasons and

the transferred allowable or portion thereof. Where a well is
incapable of producing its calculated void space allowable, the
difference between its capability and that allowable assigned by
the void space formula may likewise be transferred to any well or
wells assigned a top unit allowable under the void space formula
capable of making the transferred allowable or a portion thereof.
Provided however, that no allowable shall be transferred across
the boundary of the Participating Area or across the boundary of
any lease outside the Participating Area without notice and

hearing.

(5) That an exception is hereby granted to the provisions
of Rule 309-A of the Commission Rules and Regulations to permit
the production of more than sixteen wells into a single tank
battery. Operator shall notify the Commission of the location
of any central tank battery at the time of its installation.

(6) That no well in the MCA Unit Area that is within the
Participating Area and is closer than 1000 feet to the boundary

thereof or that is outside the Participating Area and is closer

than 1000 feet to the Participating Area or to another lease
shall produce in excess of two times the top unit allowable for
the MCA Unit Area. The Secretary-Director may, upon application
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filed in due form, approve production in excess of two times the
top unit allowable 1f all offset operators have been notified of
the application and no objection has been received within ten
days. The Secretary-Director may grant immediate approval of
such application upon receipt of written waivers of objection
from all such offset operators.

(7) That all previous orders pertaining to the MCA Unit
are hereby superseded insofar as they are inconsistent with this
order.

(8) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem necessary.

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

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

. // - .

N P

//,~~4/‘ P [N
TOM- BOLACK Chalrman

é S. WALKER, Member
mﬁg} & Secretary

A, L. PORTER Jr.,

~
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SUPPLEMENTAL AND AMENDATORY AGREEMENT TO
MALJAMAR COQPERATIVE AGREEMENT -
-+ (SUPPLEMENT NO, 5)
‘T Sec, No. 341

THIS AGREEMENT, made and entered into as of the first
day of July, 1962, by and between the parties subscribing, rati-
fying or consenting hereto and herein referred to as the 'parties

hereto, "

WITNESSETH:

WHEREAs; by instrument entitled 'Supplemental and Amen-
datory Agreéﬁénﬁ to.Maljaﬁar Cooperative Repressﬁfing Agreement
(SuppleméﬁﬁiNéé 4), I>Sec, No,v341;” that certain agreement dated
thé 5th day of August; 1941, entitled '"Maljamar Cooperative Re;
pressuring Agreement;" together with all prior amendments thereof,
were furthgr_amended and supplemented and consolidated together
‘in a single instrumentva entitled, which Supplemenﬁ No. 4 agree-
ment was abprovéd by the Secretary of the Interior on February 5,
1960, énd by the Commissioﬁer of Public Lands of the State of
‘New Mexico on December 23, 1959, and is now in full force and
effect; and |

‘WHEREAS, among the parties hereto are all of the parties
who, as owners éf wofking interests under oil énd_gas leases com-
mitted thereto, were parties to such prior agreement as so amen-~
ded; and o
| 'WHEREAS, said Supplement No. 4 agreemént contemplates
the possiﬁilityﬂﬁﬁat waterflooding or other secéhda;y recovery
operationé othei than the then existing gas injeétisn pressure
mainﬁenance proéram might become desirable in Qfaer to more

fully and completely recover the o0il and gas within one or more

DEGEIVEN
R MAR 27 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 royaiﬁysloeerriding royalty,,produetion payment or other
like interests in the oil and gas underlying the Cooperative
Area'believe that the Grayburg-San Andres formations, as herein:
after definedS underlying_the Participating Area hereinafter
described9 should now be sﬁBjectea to such a secondary recovery
operatlon in order to effect a greater ultimate recovery of 011
and gac producible from such formations underlylmg said lands,
and that the greatest ultimate recovery can be effected by fully
unitizing that portion of the Cooperative Area 1nc1uded withln
such Participating Area and by/prev1ding for the full unitlzam
tion of such addrtlonal lands as may hereafter be ready for such
secondary recovery operatlous and whlch should hereafter be in-
cluded in such Partielpatlng Area, and the parties hereto, to-
gether with the Uﬁiféa States*of America as to federal lands
located within the Cooperetive Area, by'the Secretary of the
Interior or his delegate, and theeState of New Mexicoc as to

lands of the State of New Mexico 1ying:within'rhe.Coeperative
Aree'by its Commissionerbof Public Lancis9 as evidenced by their
reepective certificates'hereto, desire to effect such full uni-
tization’for the purposes aforesaid; _

NOW THEREFORE, in consideratlon of the premises, it
is mutually agreed by and between the parties hereto that the
aforesald agreement of August 5, 1941, as heretofore so supple-
mented and amended9 shall be and same is hereby further supple-
‘ﬁented and amended S0 that rhe following articles hereof as
Hereinafter set forth(shall9 with respect only to the Grayburgw»
_égn_Andree_formationss as. defimed herein, underlying the Parti-
eipating'Area hereinafter described, or any enlargement -thereof,

be and become effective as between all of such parties, the said
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Supplement No, 4 remaining in full force and affgct”§§ to all
other formations underlying such Cooperative Area, and as to the
CrayburgHSan Andres f@rmatlons lying without ‘such Participating
Area but within the Cooperative Area described in such Supplement
No. 4 uneil any such land may bereafter be included in an enlar-
ged Participating Area pursuaﬁt to the provisions hereof.
I

The proviéions of the following sections of said Supple;
ment No. As.to the extent not inconsistent herewith, shall be
applicable hereto: Sections I (ENABLINC ACT AND RECULA"I‘IONS)9
It (COOPERAIIVE AREA) \Y (LEASEHOLD INTERESTS COMMITTED) VI -
(FXPANQION OF COOPERATIVE AREA) | VIII (NATURAL GASOLINE OTHER
PRODUbTS AND RESIDUE GAS) (except as modlfled herexn), XII (REN—
TAL SE"I‘TLEMENT)9 XIII (ROYALTY SETTLEMENT) (except as modified
herein), XIV (CONSERVA"I’ION)9 XV (LEASES CONFORMED TO AGREEMENT),
XVI (COVENANTS RUN WITH LAND)9 XVIII (RATE OF PROSPECTING DEVE-
LOPMENT AND PRODUCTION)S XIX (EXISTING AGREEMENTS NOT CANCELLED),
XX (SUSPENSION OF OBLIGATIONS) XXI (NOTICES))9 XXII (NO WAIVER |
OF CERTAIN RIGHTS)9 XXTIV (WARRANTY OF TITLE) and XXV (('31OIIfN"I.‘ER-=
PARTS) thereof, and subparagraphs 1 and 2 of Section XI (PRES=
SURE MAINTENANCE AND SECONDARY RECOVERY OPERATIONS) (except to
the extent that thls agreement modlfles the same) and Section
XXIII (STATUS OF PARTIES AND SUBSEQUENT JOINDER) thereof (ex-
ceét9 hoﬁever9 tﬁat any sﬁbééquent joinder under the provisions
of said Sectionm XXIII (STATUS OF PARTIES AND SUBSEQUENT JOINDER),
from gndIafter the date hereof, shall likewiée.sefvé to commit
-the interest of any such subsequently joining party to the pro-
viéions of this Supplement No. 5 and to the full 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.) All
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other of the provisions of said Supplement No. 4 are superseded
by the provisions hereof.

The parties hereto commit their respective interests
within the Cooperative Area described in said Supplement No. 4 to
the terms hereof,

This agreement shall apply only to the Grayburg;San
Andres formations underlying the Cooperative Area., Lands in:
cluded within the Participating Area, or any enlargement thereof,
shall continue to be subject in all things to the terms and pro;
visions of said Supplement No. 4., Lands within the Participating
Area hereinafter described or any enlargement thereof shall; as
to the Grayburg-San Andres formations being fully unitized here-
under, be governed by the following provisions hereof.

II

UNIT AREA AND PARTICIPATING AREA: The following des-
cribed lands comprise the Cooperative Area as described in said
Supplement No. 4 agreement:

Township 17 South, Range 32 East, N.M.P.M.,

lea County, New Mexico:

Sections l4 to 23 inclusive
Sections 25 to 35 inclusive

Township 17 South, Range 33 East, N,M.P.M,,
Lea County, New Mexico:
West Half (W/Z2) Section 30

containing 13,786.66 acres, more or less.
Said Cooperative Area shall be the Unit Area.

The following described lands lying within such Cooper-
¢
ative Area are hereby designated and recognized as constituting

the Participating Area for the Grayburg-San Andres formations:

Township 17 South, Range 32 East, N.M, P M.,

Lea County, New MEXlCO

Section 15: SW/4& SW/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/k

Section 18: SW/4 sw/4 :
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Section 19: All
Section 20: All
Section 2L: ALL

Section 22: All, except N/? NE/& and NE/4 NW/4
Section 23: All, except W/2 NE/4

Section 25: All; exéept $/2 SW/4 and SW/& SE/4
Section 26: All, except E/2 SE/4 and SW/& SE/4
Sectiom 27: All

Section 28: All

Section 29; All

Section 30: All ,

Section 31: NE/4 NW/é4

Section 33: N/2

Section 34: W/2 NW/ 4, NE/4 N’W/& NW/&} NE/Z&

Township 17 South, Range 33 East, N.M.P. M,S
Lea. County, New Mexico:

Section 30: NW/&4, N/Z2 SW/&

Embracing 83055016 acres more or less,

There is attached hereto as Exhibit "A" a map sthing
the Cooperative Area and particularly the Participating Area em;
bracedAthereima the classes of land involved; the boundaries of
the respective leasehold interests within said area, and the
tréct‘numbers thereof corresponding te the tract numbers shown
on Exhibit "BY attached hereto. These tract numbers in turn
correspond with the tract pumbers im Exhibits "A" and "B" to
such Supplement No. 4, except to the extent that less than all
of a tract shown on such Exhibits "A" and "B" to such Supplement
No. 4 are included within the above described Participating Area;
in which event a letter "X'" designation has been employed follow;
ing the tract number to indicate that part of such a Supplement
No. 4 tract lying within the Participating Area. Exhibit '"B"
attached hereto is a schedule showing, to the extent known to
the Operator, the acreéges percentage and kind of ownership of
0il and gas interests in the tracts comprising the Participating
Area insofar as the fully unitized formations are concerned.
However, nothing herein or in said Exhibits contained shall be
construed as a representation by any party hereto as to the
ownership of any interest other than such interest or intgréggs

as are shown in said Exhibits as owned by such party. For the
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sake of comvemieﬁcég peréentages have beeﬁ employed whether or
not the interest as created is expressed in terms of percentage
or as a‘fr&ctional interest, and éach party bereto commits the
entire interést in fact owned by him to this agreement whether
of not the percentage employed to indicate his interest is
wholly correct. Operator, as such, is relieved of any responsi;
bility for any defect in or failure of any title or interest
hereunder. Exhibits "A'" and "B' may be revised by the Operator
as hereinafter provided whenever changeé in the Participating
Areé renders such revisions necessary, or when reéuested by the
0il and Gas Supervisor, hereinafter referred to as "Supervisor,"
or when reéueétéd“by the Commissioner of Public Lands of the
State of NEW.MBXiCO, hereindfter referred to as "Commissioner,"
and not less than seven copies of the revised exhibits shall be
filed with the:Supérvisor and oneé copy thereof shall be filed
with the Commissioner and one copy with the New Mexico 0il Con-
servation Commission, hereinafter referred to as "Commission."
| I1I |
SUBSTANCES FULLY UNITIZED: All oil and gas produced

from the Grayburg-San Andfés formations ﬁnderlying the Parﬁicipa—
ting Area, as herein defined, are hereby.fully unitized and are
hereinafter‘referred to as "fully unitized substances."

| For the purpose of this agreement» the unitized forma-
tions (also referred to in this agreement as the Grayburg-San
Andres Formations) are identified and limited to that part of
the Gra&burg and San Andres Formatioms from the top thereof
(found at the stratigraphic equi?alent of 3419 feet on the
Gamma Ray-Neutron Log of the Baish "B" well No. 36 located 554
feet. from the north and west lines of Section 28, T-17-8,

R-32-E, N.M.P.M.) to a depth 6f -700 feet subsea.
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EXPANSION: The above described Participating Area may
when practicable be expanded to include therein any additional
tract or tracts regarded as reasonably necessary or advisable for
inclusion in order to more fully accomplish the purposes of this
agreement. Such expansion shall be effected in the following
manner:

(a) Any 40-acre legal subdivision of lands or lot equi;
valent lying within the Cooperative Area but outside the Partici;
pating Area shall be eligible for inclusion within the Participa-
ting Area insofar as the fully unitized formations covered hereby
are concerned whenever a well 16cated thereon is capable of pro-
ducing from the unitized formations. Subject to the approval of
the Director and the Commissioner, the working interest owner or
owners of such developed tract and the working interest owner or
owners of all tracts within the Participating Area shall deter-
mine that such developed tract should be included in order to
accomplish the purposes of this agreement, all as provided in the
following subsections of this section.

Whenever a 40-acre legal subdivision of lands or lot
equivalent lying within the Cooperative Area but outside the
Participating Area upon which there is no well capable of produc-
ing fully unitized substances is considered to be desirable for
inclusion within the Pafticipating Area in order to more fully
accomplish the pufposes of this agreement, then such tract may
be so included within the Participating Area in accordance with
the following subsections of this section except thaﬁ the work-
ing interest owner or owners of such undeveloped tract may not
initiate the request for inclusion contemplated by Qubsection
(b) hereof, and the tract participation to be assigned such

tract may be determined as provided in subsection (c) hereof.
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(b) Either the working interest owner or owners of
such a developed tract, or the working interest owﬁers_wiphin the
then Participating Area, or the Director, or the Commissioner,
may initiate a demand addressea to the others that such tract be
included within the Participating Area. Such demand shall set
forth a short statement of the reasons why such tract should_be
included within the Participating Area and shall state a pro;

- posed tract participation for such tract.

(c) Thereupon, Operator and the owner or owners of the
working interest in such tract shall meet and seek to determine;
on the basis of reasonable negotiation the estimated recoverable
reserves of fully unitized substances underlying such tract in
relation to recoverable reserves of fully unitized substances
underlying the Participating Area; the tract participation that
should be assigned"to such tract; provided, however, if the
owner of the working.interest in any such tract proposed for in-
clusion within the Participating Area is the Operator hereunder,
then the working interest owners exclusive of Operator shall se-
lect a qualified person to meet with the Operator in its capacity
as a working interest owner and seek to determine, on the basis
aforesaid; tﬁémtract participation that should be assigned to
such tract;, and such person for such limited purpose shall act as
if he were the operator hereunder. If and when such parties
agree upon the tract participation thaﬁ}should be assigned to
such tract, Operator thereupon, subject ﬁo the approval of the
working interest owners of the then ParticipatiﬁgvArea and sub-
ject to an appropriate agreement betweén the working interest
owner or owners of such tract and the working interest owners in
the then Participating Area covering an adjustment of investment
on account of the inclusion of such tract, both as provided in
the Operating Agreement hereinmafter provided fors"sball prepare

a notice of the proposed expansion, describing the tract so to
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" be included within the Participating Area and the tract partici-
pation assignable thereto. Copies of such notice shall be mailed
to the Supervisor; the Commissioner, the Commission, each working
‘interest owner of the then Participating Area, and the working
interest owner or owners of the tract proposed for inclusion.

(d) Each addressee of the notice provided for above
shall bave thirty (30) days from the date of such notice within
which to file objections to the proposed expansion of the Parti:
cipating Area, and after the lapse of such 30-day period, unless
at least two or more working interest owners with a combined
participation of at least five percent (5%), based upon total
tract participations of the working interest owners in the then
Participating Area, file objections with the Operator, the Com;
missioner and the Supervisor to such proposed expansion, then
the expansion shall be subject to approval by the Director and
the Commissioner, effective as of 7:00 a.m. on the first day of
the month following such approvals. Such tract will then be in-
cluded within the Participating Area as fully as if initially a
- part thereof.

(e) If the tract proposed for inclusion within the
Participating Area has as the owner of a royalty interest therein,
or of an overriding royalty, 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 interest owner or
owners of the tract to be included shall during such 30-day period
exercise their best efforts to procure a ratification of this uni-
tization by the owner or owners of any such interest. If anyone
other than the United States of America or the State of New Mexico
is the owner of the basic royalty under the oil and gas lease
covering such tract, then unless all of the owners of such roy-

alty sign such a ratification before the expiration of such
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30;day period Unit Operator may withdraw such notice of proposed
expansion; unless all working interest owners agree to the inclu-
sion of such tract within the Participating-Area with a lesser
percentage of the basic royalty committed hereto. 1In any event,
the burden of any unsigned royalty interest or overriding roy-
alty; production payment or other such interest shall be borne

as hereinafter provided. ’

There shall be no contraction of the Participating Area,
or of any enlarged Participating Area,

Upon any revision of the Participating Area, the re:
vised tract participations of the respective tracts in whole or
in part within the Participating Area prior to such revision
shall remain in the same ratio one to another.

\Y

OPERATOR: Continental Oii Company, a Delaware corpora-
tion, is hefeby designated as Operator for the fully unitized
formations underlyinggfhe Participating Area, and by signing
this instrument in such capacity it agrees and consents to ac-
cept the duties and obligations of Operator for the operation,
development and production of fully unitized substancés as here-
in provided. Whenever reference is made herein to the Operator,
such reference means the Operator acting in that capacity and
not as an owner of interests in fully unitized substances, and
the term 'working interest owner’' when used herein shall include
or refer to Operator as the owner of a working interest when such
an interest is owned by it.

VI

RESIGNATION OR REMOVAL OF OPERATOR: Operator shall
have the right to resign at any time, but such resignation shall
not become effective so as to release it from the duties and

obligations of Operator and terminate Operator's rights as such

-10-
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for a period of six (6) months after written notice of intention
to fesign has been given by Operator to all working interest
owners; the Commissioner and the Supervisor, unless a new Qpe;a;
tor shall have taken over and assumed the duties and obligations
of Operator prior to the expiration of said period.

The resignation of Operator shall not release Operator
from any liability for any default by it hereunder occurring
prior to the effective date of its resignation.

The Operator may, upon default or failure in the per;
formance of its duties or obligations hereunder, be subject to
removal by the affirmative eighty-five percent  (85%) vote of the
committed working interest owners (on the basis of participation
within the Participating Area) exclusive of the working interest
owner who is the Operator. Such removal shall be effective upon
notice thereof to the Commissioner and the Supervisor. In the
event Operator should sell or otherwise dispose of its working
interests within the Participating Area, then the Operator shall
be deemed to have resigned, and such resignation and selection
of a new operator shall be governed by the provisions of this
Article VI and of Article VII.

In all such instances of effective resignation or re-
moval, until a successor to Operator is selected and approved
as hereinafter provided, the working interest owners shall be
jointly responsible for the performance of the duties of the
Opérator and shall, not later than thirty (30) days before such
resignation or removal becomes effective, appoint a Manager to
represent them in any action to be taken hereunder.

The resignation or removal of Operator under this
agreement shall not terminate its right, title or interest as
the owner of a working interest or other interest in unitized

substances, but upon the resignation or removal of Operator

11~




seck 911 mee 704

becoming.effectiveD such Operator shail deliver possession of all
eduipment; books, and records, materials, appurtenances and any
other assets; used in conducting the operations hereunder and
owned by the working interest owners (including any and all data
and information which it might bhave gained or assembled by reason
of its operation of the Participating Area) to the new duly qua;
lified successor Operator or to the Manager if no such new Opera;
tor is elected, to be used for the purpose of conducting-operaQ
tions hereunder. Nothing herein shall be construed as authorizing
removal of any material, equipment and appurtenances needed for
the preservation of any wells. Nothing herein contained shall be
construed to relieve or discharge any Operator who resigns or is
removed ‘hereunder for any liability or duties accruing or perfor;
mable by it prior to the effective date of such resignation or
;emoval,

- VII _

SUCCESSOR OPERATOR: Whenever the Operator shall tender
its resignation or shall be removed as hereinabove prowvided, the
working interest owners shall select a successor Operator by a |
maJorlty vote of the Worklng interest owners (on the basis of
part101patlon W1th1n the Part1c1pat1ng Area)g provided no working
interest owner who has been Operator and who has been removed may
vote for self-succession. Such gelection shall not become effec-
tive until (a) an Operator so selected shall aCCebt in writing the
duties and responsibilities of Operator, and (b) the motice of
_séiection_shall have been delivered to the Commissioner and the
Supérvisor, If no successbr Operator or Manager is selected
and qualifiedrés herein provided, the Commissioner and the Direc-
tor, at their election, may declare this agréement terminatedo

VIII
ACCOUNTING PROVISIONS AND OPERATING AGREEMENT: Costs

-12-
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and expenses incurred by Operator in conducting operations here-
under for the production of fully unitized substances shall be
paid and apportioned among the working interest owners in accof:
dance with the Grayburg-San Andres Operating Agreement of even
date herewith between working interest owners owning working iﬁ:
terests in one or more tracts within the Participating Area.
No such Grayburg-San Andres Operating Agreement shall be deemed
to modify any of the terms and conditions of this agreement or
to relieve the Operator of his right or obligation established
under this agreement, and in case of any inconsistency or con;
flict between this agreement and the Grayburg-San Andres Opera;
ting Agreement, this agreement shall prevail. Two true copies
of any Grayburg-San Andres Operating Agreement executed pursuant
to this section shall be filed with the Commissioner and three
true copies thereof shall be filed with the Supervisor prior to
the approval of this agreement, That certain Cooperative Opera-
ting Agreement dated the lst day of December, 1959, between
working interest owners of lands included within the Cooperative
Area shall continue in effect as to lands within the Cooperative
Area but outside the Participating Area insofar as the Grayburg-
San Andres formations are concerned and insofar as all other
formations are concerned, to all lands within the Cooperative
Area; and in connection with gas injection shall remain in full
force and effect as to any gas injection anywhere within the
Cooperative Area.
IX

RIGHTS AND OBLIGATIONS OF OPERATOR: Except as other-
wise specifically provided herein, the exclusive right, privi-
lege and duty of exercising any and all rights of the parties
hereto which are necessary or convenient for prospecting for,

producing, storing, allocating and distributing the fully

-13-
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unitized substances are hereby delegated to and shall be exer-
cised by the Operator as herein provided. Acceptable gvidech
of title to said rights shall be deposited with said Operator,
and together with this agreement shall constitute and define
the rights, privileges and obligations of Operator. Nothing
herein, however, shall be construed to transfer title to any
land or to any lease or operating agreement, it being under-
stood that under this agreemeﬁt the Operator, in its capacity
as Operator, shall exercise the rights of possession and use
vested in the parties hereto only for the purposes herein speci;
fied. |
X

PLAN OF OPERATIONS: It-is recognized and agreed by
the parties hereto that all of the lands within the Participa-
ting Area are reasonably proved to be productive of fully uniti-
zed substances in paying quantities and that the object and pur-
pose of this agreement is to formulate and to put into effect a
secondary recovery project in order to effect the greatest re-
covery of fully unitized 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 affirmative vote of eighty percent (80%), based upon par-
ticipation, of the working interest owners, and by the Super-
visor and the Commissioner, inject into the unitized formation,
through any well or wells completed therein, brine, water, air,
gas, oil or other liquid hydrocarbons, and any one or more other
substances, whether prdduced from the Participating Area or not,
and that the location of input wells and the rates of injection
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 shall furnish the Commissioner and the
Supervisor periodical injection and production reports for each
well in the Participating Area. The working interest owners,

the Superviéor, and the Commissioner, shall 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 initial plan of operation shall be subject to the con-
sent and approval by the affirmative vote of eighty percent (80%),
based upon participation, of the working interest owners, of the
Supervisor, and the Commissioner.

The initial plan of operation shall be filed with the
Supervisor and the Commissioner concurrently with'the”filing of
this agreement for final approvai, Said initial plan of opera-

" tion and all revisions thereof shall be as complete and adequate
as the Supervisor and the Commissioner may determine to be ne-
cessary for timely operation consistent herewith. Reasonable
diligence shall be exercised in complying with the obligations
of the approved plan of operation.

X1

TRACT PARTICIPATION: The tract participations assigned
to each tract within the Participating Area on Exhibit "B'" hereto
reflects the percentage of production of fully unitized substan-
ces from the Participating Area allocated to each committed tract
within the Participating Area. Production of fully unitized sub-
stances throughout the Participating Area shall be allocated to
the several tracts comprising the same in the proportions shown
by such tract pafticipations on Exhibit "B" or on any revision
thereof should the Participating Area be revised as hereinabove
provided,

For so long as this agreement remains in effect, then

if anywhere within the Participating Area there is a well or

~15=
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wells capable of producing fully unitized substances in payipgw
duantities it will be considered that fully unitized substances
are being produced in paying duantities from each tract within
the Participating Area insofar as the leasess operating agree~
ments, term royalties, or other llke instruments affecting such
tract are concerned, and, by the same token, whenever operations
are being conducted upon any such tract it will, for the same
purposes, be considered as if operations were being conducted
upon each tract within the Participating Area.
XII

TRACTS QUALIFIED FOR UNIT PARTICIPATION Each tract
within the Part1c1pating Area has been committed to the Maljamar
Cooperative Agreement, as amended, and this agreement shall be
effective only when all partieé to such Maljamar Cooperative
Agreement, as amended, have executed this agreement or a ratifi-
cation thereof such that the working interest in each such tract
is fully committed hereto and all parties to such Maljamar Co-
operative Agreement have consented hereto, and only then when
this agreement has been approved by the Commissioner and Secre-
tary or his delegate such that the interest of the United States
of America and the State of New Mexico, respectively, as Lessors,
has been effectively committed hereto as the owner of the basic
royalty under any such tract, and shall be effective at 7:00
a.m, on the first day of the month next following the approval
by both of such offiéiéls°

XITI

BURDENS OF UNSIGNED ROYALTY: 1If any owner of a royalty
interest or an overriding royalty inﬁerest9 production payment or
other like interest affecting any tract within the Participating
Area committed hereto by working interest owners fails to execute

or ratify this agreement and commit his interest hereto, then the
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working interest owner or owners committing such tract shali, to
the extent that actual production is greater than allocated.prég
duction as to such tract, alone bear the burdens thereof,'and to
the éxtent that allocated production is greater than actual pro;
duction as to such tract, shall alone receive the benefit there;
of.
X1V

ALLOCATION OF FULLY UNITIZED SUBSTANCES: All fully uni;
tized substances produced and saved from the Participating Area
(less, save and except any part of such fully unitized substances
used in conformity with good operating practices on fully uniti;
zed land for drilling, operating, camp, and other production or
development purposes, or otherwise used in operations hereunder
pursuant to an approved plan of operation or unavoidably lost)
shall be allocated to the various tracts within the Participating
Area in accordance with respective tract participation effective
hereunder during the respective periods éuch‘fully unitized sub-
stéﬁces were prbducéd aé hereinabove provided° .The amount of
fully unitized substances so allocated to each tract, and only
that amount, shall be distributed amonghbr aécounted for to the
éa;ties executing, consenting to or ratifying this agreement en-~
ﬁitléd to share in the prbduction fromiéﬁch traét in the same
manner, in the sémg proportions, and upéﬁ the same conditions as
fhéy would have patticipated and shared in the production from
sﬁéh tract, or in the proceeds thereof, héd this agreement not
beeﬁ entered into, and wifh the éaﬁe legal force and effect.
| The tracts shéwn,dn Exhibits-fg}Hand";B"have been
éﬁbdivided to the extent known to the parties to reflect a
common ownership in any such tract throughout the area thereof,
no part of any such tract being owned differently thanbany other

part thereof, both as to the basic royalty, the working interest
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and any overriding royalties, production payments, or other b?r;,”
dens based upon production affecting the same., If any error shall
have been made in this determination, or if hereafter any asgign; 
ment is made by any party hereto to an interest covering less than
all of any such tract, then in the absence of a recordable instru;
ment executed by the parties to such assignment fixing the diyi;v
sion of ownership intended as between themselwves, their respective
ownership shall be determined upon a surface acre basis.

The fully unitized substances allocated to each tract
shall be delivered in kind to the respective working interest
owners and parties entitled thereto by virtue of the ownership of
oil and gas rights therein or by purchase from such owners. Each
working interest owner and the parties entitled thereto by the
lease terms or existing contracté shall have the continuing right
to receive such production in kind at a common point within the
Participating Area and to sell or dispose of the same as it sees
fit. Each such party shall have the right to construct, maintain
and operate all necessary facilities for that purpose on Partici-
pating Area lands, provided the éame are so constructed, main-
tained and operated as not to interfere with operations carried
on pursuant hereto, Any extra expenditure incurred by Operator
by reaébn of the delivery in kind of any portion of the fully
unitized substances shall be borne by the party receiving the
same in kind; however, the federal and state govermment rights
to take royalty in kind shall not be affected. In the event
‘any party hereto shall fail to take or otherwise adequately dis-
pose of its proportionate share of the production from the Par-
ticipating 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 in order to avoid curtailing opera-
tions on the Participating Area, may sell or otherwise dispose

of such production to itself or others on a day-to-day basis at

«]18=



Beck o1 ar 761

not less than the prevailing market price in the area for like
production; and the account of such party shall be charged there;
with as having received such production. The net proceeds, if
any; of the fully unitized substances so disposed of by Operator
shall be paid to the party entitled thereto.

| Any party receiving in kind or separately disposing of
all or any part of the fully unitized substances allocated to
any tract; or receiving the proceeds therefrom if the same is
sold or purchased by Operator, shall be responsible for the pay;
ment of all royalty on the lease or leases and tracts contribu-
ted hereto by it, and each such party shall hold each other party
hereto harmless against all claims, demands and causes of actiocn
for such royalty or other such burdens on the lease or leases
and tracts contributed by it. Each working interest owner shall
be responsible for the payment of royalty and of any overriding
royalty, production payment, or like burden upon production af-
fecting the tract or tracts owned by it committed hereto.

XV
ROYALTY SETTLEMENT: Royalties due the United States

and the State of New Mexico and to other lessors, and any over-
riding royalties, production payments or like burdens upon pme
duction, insofar as they become due on account of the production
of fully unitized substances, shall be paid by the respective
owners of leasehold interests committed heretoc burdened there-
with at the rates and in the manner specified in the respective
leases,; except that as specified in Section XIV (ALLOCATION OF
FULLY UNITIZED SUBSTANCES) hereof9 such payments shall be deter-
mined upon the basis of the production allocated to the respec-
tive tracts hereunder rather than upon actual production from
any such tract, provided, that for leases on which the royalty

rate depends on the daily average production per well, said
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average production shall be determined in accordance with the
operating regulatiéns as though the participating area were a
single consolidated lease; provided further that when such a
lease lies in part within and in part outside the Participating
Area the daily average production of the two parts shall be es;
tablished independently. The daily average production on the
part inside will be computed as set out above and the daily
average production on the part outside shall be computed on the
basis of the production and the number of wells on that part in
accordance with the operating regulations,
XVI

ROYALTY ON OUTSIDE SUBSTANCES: If any substance pro-
cured in whole or in part from lands noé within the Participating
Area ({(other than gas being injected under the terms of the MaljaQ
mar Cooperative Agreement as amended, which agreement continues
to govern the injection of gas into the fully unitized formations)
is [injected into the fully unitized formations for the purpose
of increasing the ultimate recovery, which shall be in confor-
mance with a plan first approved by the Supervisor and the Com-~
missioner, part or all of such injected substance less deductions
for 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 shall cooperate
with the Operator's Committee in injecting any gas into the Par-
ticipating Area. Any gas produced from the fully unitized for-
mation and not re-injected but disposed of shall be a fully uni-
tized substance allocable and distributable as any other fully
uniﬁized substance as provided herein,

XVIX
TITLE FAILURE: No person executing, ratifying or con-

senting to this instrument shall have any right to receive any
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part of the fully unitized substances, or the proceeds”tbereqf,
produced from the Participating Area in the event his title is
lost or fails; and should any question arise with respect to
the title of any such party then amounts otherwise accruing to
such party may be suspended until the title dispute is finally
determined,
XVIII

MATHEMATICAL ERRORS: It is hereby agreed by all par%
ties to this agreement that Operator is empowered to correct any
mathematical errors which might exist in the pertinent exhibits
to this agreement upon approval of thé Commissioner and the
Supervisor.,

X1X

COVENANTS RUN WITH LAND: The covenants herein shall be
construed to be covenants running with the land with reépect to
the interest of the parties hereto and their successors in in-
terest until this agreement terminates, and any grant, transfer
or conveyance of any interest in lands or leases subject hereto
shall be subject hereto and hereby is conditioned upon the assum-
ption of all privileges and obligations hereunder by the grantee,
transferee or other successor in interest. No assignment or
transfer of any working interest subject hereto shall be binding
upon Operator until the first day of the calendar month after
Operator is furnished with the original, or acceptable photostatic
or certified copy, of the recorded instrument of transfer; and no
assignment or transfer of any royalty interest subject hereto
shall be binding upon the working interest owner responsible
therefor until the first day of the calendar month after said
working interest owner is furnished with the original, or accep-
table photostatic or certified copy, of the recorded instrument

of transfer.
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NONDISCRIMINATION: In connection with the performance
of work under this agreement, the Operator agrees to cqmply with
all of the provisioné of Section 301(1) to (7) inclusive, of
Executive Order 10925 (26 F.R. 1977), which are hereby incorpor;
ated by reference in this agreement.

XX1

EFFECTIVE DATE AND TERM: This agreement shall become
binding upon each party who executes or ratifies it as of the
date of execution or ratification by such party and shall become
effective as hereinabove provided in Section XII (TRACTS QUALIFIED
FOR UNIT PARTICIPATION)o

The term of this agreement shall be for and during the
time that fully unitized substances are produced in duantities
sufficient to pay for the cost of producing same from wells on
unitized land or operations (whether drilling, reworking, testing,
or the like) are being conducted in the unitized formation on the
Participating Area or any enlargement thereof, all without any
single cessation of more than ninety (90) consecutive days, un-
less sooner terminated by working interest owners in the manner
hereinafter provided. No termination of this Supplement No. 5
agreement shall 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 interest owners
owning ninety percent (907%) participation hereunder whenever such
working interest owners determine that operations hereunder are
no longer profitable, feasible or in the interest of cc;nservation°
Notice of any such termination shall be given by Operator to all
parties hereto.

Upon termination of this agreement, however effected,

22
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the fﬁrther development and operation of the Participating Area
Hereundér shall be abandoned and thereafter the partiegubgretq
shall be governed by the terms and provisions of the leases and
contracts affecting the separate tracts, including and as modi-
fied by said Supplement No. 4 agreement if it continues in effect,
except in this, that Operator for the account of working interest
owners shall have a period of six (6) months after any such ter;
mipation within which to conduct salvage operations on any tract
wiﬁhin the Participating Area.
_ XXII

SUBSEQUENT JOINDER: Subseduent joinder of a working in-
terest shall be effected by the working interest owner or owners
owning any tract to be committed hereto subsequent to the effec-
tive date hereof as in Section I hereof provided, except that the
one-year period prescribed in Section XXIII (STATUS OF PARTIES
AND SUBSEQUENT JOINDER) of the Supplement No. 4 agreement shall
not extend beyond the effective date hereof, and such one-year
period is for every purpose shortened to the extent that it
shall not extend beyond such effective date, and no such subse¥
duent joinder shall be effective except with the consent of the
working interest owners within the Participating Area who have
entered into the Grayburg-San Andres Operating Agreement and
upon the joining working interest owners' execution of a counter-
part thereof.v

After the effective date hereof the owner of a royalty,
overriding royalty, production payment or like interest in any
tract within the Participating Area may commit his or its interest
hereto with written consent by the working interest owner respon-
sible therefor by executing a counterpart hereof or by executing
an instrument of ratification and consent hereto. The effective

date thereof shall be 7:00 a.m. on the first day of the month
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next following the filing with Operator of the instrument or in:
struments evidencing such joinder.
XXIII

COUNTERPARTS: This agreement may be executed in any
number of counterparts, no one of which needs to be executed by
all parties, or may be ratified or consented to by separate in:
strument in writing specifically referring hereto and shall be
binaing upon all those parties who have executed such a counter:
part, ratification, or consent hereto with the same docuwent
and regardless of whether or not it is executed by all other
parties owning or claiming an interest in the lands within the
above described Cooperative Area.

The joinder herein by any party shall be effective to
commit all of such party's interests within the Cooperative Area
to this agreement, and, as to a working interest owner not yet
committed thereto, to the Supplement No. 4 agreement.

XX1IV

BORDER AGREEMENTS: Subject to the approval of the
Supervisor and the Commissioner, the unit operator, with con-
currence of ninety percentv(QO%) of the working interest owners
may enter into a border-protection agreement or agreements with
the working interest owners of adjacent lands along the exterior
boundary of the unit area with respect to the operations in the
border area for the maximum ultimate recovery, conservation pur-
poses and proper protection of the parties and interests.

WITNESS the execution hereof, as of the date first

hereinabove set forth, the date of execution by each being set

opposite its name,

CONTIMENTAL OIL_COMPANY

By . . : 4, HoE
d/ Attorney in Fact

Operator and Working Interest

Owner
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CARPER DRILLING COMPANY, INC.

s (,(/&b W _
/4 2 Al L AN
/'L]TZU’ ~COCRBURN -

h Working Interest Owner

DRILLING AND EXPLORATION COMPANY,
INC.

Working Interest Owner

FAIR N & N TRUST

By Z’ .CZ.C 74_{ 422&% 4
Tistee .

Working Interest Owner

FATR OIL COMPANY

By 4’!/(/\(/{1_ 4O .}

186 rZaea

Working Interest Owner

K HFrrer

R. W, FAIR
Worki.

Interest Owner

J. P. PIERCE
Working Interest Owner

GENEVA PIERCE
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BeT 5 1962
Date:
Date: oer 3 1962
Date:
Date:

VT%%%%%E%?% <;;/14é;;a<,4£;4;k/‘

ERS and MARY J0
VANDIVER

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

By \\®qQR& @A R ep )

<\Qg CK B. SHAW, their
Attorney-in-Fact

s

Working Interest Owners

Working Interest Owner

-
/ sl

EON C. GMLTH

Working Interest Ownex

26~




ATTEST:
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KEWANEE OIL COMPANY

By/d/m //m

C~ Tts____ IVICE PRESIDENY

Working Interest Owner in for-

3 . e ww

SOl 0 E mations other than the fully

ERE R N TR unitized formations committed--

Ten PSS to the Supplement No. 4 Agree-’

o e ment, hereby consenting to this~
U & M Amendment and Supplement thereto

e N
IO A

PAN AMERICAN PETROLEUM CORPORA-
TION -

Its_ ATTORNEY-IN-FACT

Working Interest Owner in for-
mations other than the fully

unitized formations committed-
to the Supplement No. 4 Agree~
ment, hereby consenting to this
Amendment and Supplement thereto

STATE OF TEXAS '8
COUNTY OF TARRANT §

(The foregoing instrument was acknowledged before me
this~g " day of A ¢t el s’ , 1962, by _ JOHNE. KIRGHER
;yAtmﬁrE@y“in“Fact for CONTLINENTAL OIL COMPANY a Delaware corporam
T 'ﬁ;“bd?be *f,of said corporatlon

(<;%i4/&«/bh/ &//ibkygé/fwu/

Notary Public; Tarrant County,
Texas

X

fo éggng jnstrument was acknowledged before me this
£ g z ﬁé ?ﬁ ., 1962, by Stanley Carper, Presideng .
of CARPER DRILLING COMPANY, INC., a

corporation, on behalf of said corporatlon

LN
‘ry A
l/m n\\‘

My Commission Expires:

. ary Pub11c9‘¢ “
0CT 8 196& - County, %

-27-
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STATE OF W ousp X
COUNTY OF mw)oﬂ a2 X

The ForegOLng instrument was acknowledged before me this
e, é day of (Deo/iZu , 1962, by ZULA COCKBURN,

7
///Kxbbudx&a/éﬁ /Qﬂ
NOtary Pllb].lc 3 S/A}/T At D// ,d a’_//

County, &{7}2&4/4b‘/
X
X
" The foreg01ng instrument was acknowledged before me this
cday of A tosblen , 1962, by E. A. Hoberts, Ji.,, Vice President ,
‘ - of DRILLIN G AND EXPLORATION COM-
_ ‘ Ly 8 NQelicppnt, - corporation, on behalf of said
e \?( :,,,’ '
' Comm1551on Expires: ‘ ﬁo;ary?Pué%;c, AQalln2”
N\ Sty f63 County, ez z
" staTE oF ng/ ¥
'COUNTY OF ~ X
‘The'foregoing instrument was acknowledged before me this
: - s, 1962, by A/,

Trustee of FAIR N & N TRUST.

ZZ @%&7{: Iz‘ W/—//)/
pires: Notary Piublic, -

17 County, <§%4/

’/J £ ﬁ(ﬂv\\
’/llﬁhu "‘ e v
TATE OF Lo X
CCOUNTY OF __ Kot X

The foregoing instrument was acknowledged before me this
9 day of _ (i;{, , 1962, by  srawie W Fr donne
N 7.0 At —of FAIR OIL OMPANY, a ot
corporati&n on behalf of said corporation. ’

VAR /) ,7_/)_— /
otary (// C, '
County, oz

-28-
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STATE OF _Zonca’ %
COUNTY OF ___Ayon i

i The foregoing instrument was acknowledged before me this
ay of e , 1962, by R. W, FAIR

' ??“10;94&2/1P;i% KQZAZiﬂAy/
on ‘Expires: Notary Public, dow it
/962 Countys nfbvﬁb/
“/Za(/a/ X
ﬁ' The foregoing instrument was acknowledged before me this
% day of (O F , 1962, by J. P. PIERCE

¥ ' bR LR P LA
mmL531on Expires; Notary Publi v
LA L /,Qé\j County, v Zeda o

¥ STATE OF \GLAA)\ﬂA¢w4A/th
s OUNTY OF ggéﬁggggq X

By The £ reg _instrument was acknowledged before me this
%4 day of 4842/ , 1962, by VIRGINIA SEARS sud MARY JO
LVER, individually, and in the capacities therein stated.

r.w‘% e i %
3 H L
;;i"-..”u“\%' = Koplho 1ET KMQW
A 'f@mmLSSLon Expires: Notary Public, Ay
. 1'\:&@ — fo T Co CountYS WMK&/_LO
STATE OF ./ - ¥
COUNTY ©O : » X

:(if £h Ny The egbing instrument was acknowledged before me this
SO 8 - day of , 1962, by JACK B, SHAW, as Attormey-
‘3«?*”?act on behall of MARY THERINE FOWLES CHARLOTTE WOODS RUNYAN,

EMEAY KATHERINE FLINT BOYD, ROSEMARY FLINT, and VIRGINIA WOODS SHAW.

7 J
sommission Expires:

N My
2 0CT 8 1962

- STATE OF _ \ Jedey X
By, COUNTY OF 7 i i

Y, The foregOLng instrument was acknowledged before me this
da

v of (O P i > 1962, by JEWELL SMITH.
_,f ommission Expires: Notary Puﬁficg f;idwmjuf
' //a/m.& /7 /94 3 COUHtYs '7/;/;/
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s
STATE OF /. ofis’ %

‘WSOUNTY OF ;’ﬁlﬁmm/
The foregoing instrument was acknowledged before me this
day of _ (Ul , 1962, by LEON C. SMITH.

County,

*"‘" et /. SO Lo 2

STATE OF '“:\!h we X
7T HGQUNTY OF Y alne X

5.%:-- "“nnu.“"

?SN;ngLC.§%h'§ The foregoing 1nstrument was acknowledged before me this

r‘c}:_..-"'o.’."».,g:'fd 'ti day of (‘}f&eg'm , 1962, by —T.M. H o ’
A 5 \¥iCE PRESIDENT ANEE OIL COMPANY, a "\l guoos

e T A S

P /aL,Ebﬂﬁaratlon, on behalf of said corporation.

qommissiqn Expires:
y Commission Expires July 6, 1964 County,

STATE OF »4/,43/ X
COUNTY OF __ Zinznim X
The for(§01ng instrument was acknowledged befo§¢ me thls
1962, by D. B. MASON,

:%ﬁﬁnqézf day of cortiens | Y
. ~of PAN MRICAmmmm

JA“nnn ?"'a:,‘\»'?‘ EY- x!‘a FACT™ P
on behalf of said corporation,

, ”’L‘%&vfﬂfv/ (o4 or‘porat 101'1
%/(M(J /3 @Aﬁ% VELMA B. CRAFT

i¥sion Expires Notary Public, e
"“ { AW /&7 & 3 COUI'lty, /‘-— L:C,:;///
'1“1"“.“'“ ’ )
STATE OF ¥
COUNTY OF X
The foregoing instrument was acknowledged before me this
day of , 1962, by ,
‘ ~~__ of
a corporation, on behalf of said corporatlon°
My Commission Expires: Notary Public,
County,

-31-
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STATE OF TEXAS ¥
COUNTY OF TARRANT ¥

.53& The foregoing instrument was acknowledged before me this
*aay of March , 1963, by __J. P, PIERCE and his ' '

NEVA PIERCE.

}‘ % 93 ﬁijé; 17 ,
‘% %} }1 ’ S%Q$¢ﬂa¢é?/f/;\QéZ;Qééééf

'sion Expires: Notary Public, Tarrant ¢
5%3 County, Texas. ‘

STATE OF X

COUNTY OF X
The foregoing instrument was acknowledged before me thls
day of , 1962, by
My Commission Expires: Notary Public,
County,

-32-
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EXHIBIT "B"

MALJAMAR COOPERATIVE AGREEMENT

TOWNSHIP 17 SOUTH, RANGE 32 EAST and RANGE 33 EAST
o LEA COUNTY, NEW MEXICO
SCHEDULE SHOWING OWNERSHIP OF OIL AND GAS INTERESTS
T IN THE PULLY UNITIZED FORMATIONS WITHIN THE PARTICIPATING AREA
, : ) _ . : TRACT
TRACT DESCRIPTICN OF NG, OF SERIAL NO, & BASIC ,” LESSEE OF & WORKING INT. CWNER OVERRIDING ROYALTY PARTICI-
NQ. LAND BCRES DATE COF LEASE ROYALTY RECORD & PERCENTAGE OWNER & PERCENTAGE PATION
FEDERAL LAND
1 NW/4 8SW/4 Sec.23 40 LC-025400(a) USA Continental Continental 0il Buffalo Petr. Corp. 0.350000%
T178, R32E 8-1-59 12.5% 0il Company Company = 100% 10.937500% (3)
step Janet M. Jacobsen
scale 0.714286%
Malcolm T. Mitchell
0.714286%
Margaret M. Ogden
0.714286%
Elizabeth B. King
0.535714%
Henry W. Beardsley
. 0.535714%
virginia Simon
0.535714%
Lucretia E. Conlon
0.500000% -
L. Jay Root
0.500000%

El Paso National

Bank, Trustee of

Baish Trust Estate
2.750000%



EXHIBIT "B'" (continued)

TRACT

TRACT DESCRIPTION OF NO. OF SERIAL NO. § BASIC LESSEE OF WORKING INT. OWNER OVERRIDING ROYALTY PARTICI-
NO. LAND ACRES DATE OF LEASE ROYALTY RECORD & PERCENTAGE OWNER § PERCENTAGE PATION
2 N/2 Sec. 19 and 641.96 LC-029405(a) USA Continental Continental 0il Virginia Simon 8.474890%
N/2 Sec. 20, 7-1-38 5% 0il Company Company - 100% 0.535714%
T17S, R32E : _ Malcolm T. Mitchell
0.714286%
Janet M. Jacobsen
0.714286%
Margaret M, Ogden
0.714286%
El Paso National
Bank, Trustee of
Baish Trust Estate
3.750000%
Elizabeth B. King
0.535714%
Henry W. Beardsley
0.535714%
Buffalo Production
Payments (1)
3x-1 S/2 SW/4, 761.96 LC-029405(b) USA Continental Continental 0il Buffalo Production 11.657459%
NW/4 NE/4 Sec. 17 7-1-48 12.5% 0il Company Company - 100% Payments (1)
S/7 Sec. 19, and sliding
S/2 Sec. 20, T17S, scale
R32E
L 3x-2  SE/4 NW/4 Sec. 17, 40 LC-029405(b) USA Continental Continental 0il Buffalo Production 0.197562%
~ T17S, R3ZE 7-1-48 12.5% 0il Company Company - 100% Payments (1)
= 5 N/2, SE/4, and 560 LC-029410(a) USA Carper Drlg. Carper Drlg. Co., Virginia mwam: 8.690039%
- E/2 NE/4, Sec. 29, 7-1-39 5% Co., Inc. Inc. - 100% o.mwmwwbmv
! T17S, R32E Malcolm T. Mitchell
o) 0.714286%
- Janet M. Jacobsen
3 0.714286%

Margaret M, Ogden
-i1- 0.714286%

o

J,\fr)l\\.r\\A\ VJNan.W
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EXHIRIT "B" {continued)

TRACT DESCRIPTION OF NO. OF SERIAL NQ. & BASIC LEESEE OF WORXING INT. CWNER QVERRIDING ROYALTY
ND-. LAND ACEES wATE OF LEASE ROVALTY RECCED & PERCENTALE OWNER & PERCENTAGCE
El Paso National
Bank, Trustes cof
Baish Trust Estate
3.750000%
Elizaketh B. King
© 0.535714%
Henry W. Reardsiey
0.535714%
6x-1 S/2, NwW/4, 563.88 L-029410(k) USA Carper Drlg. Carper Drig.(o. NONE 7.283779%
W/2 NE/4, Sec. 7-1-39 12.5% Co., Inc. Inc. - 100%
30, T17S8, R32E siidirng
gcale
6x-2 NE/4 NW/4, 40,00 1C-029410{b)} USA Carper Drlg. Carper Drlg.Cc. - NONE 5.06618H4
| Sec. 31,T17s, 7-1-39 12.5% ¢o., Inc. Inc. - 100%
R32E
7 W/2, NE/4 640 LC-032950%{8) ISA Continental 0il Viy 11.195%94%
N/2 SE/4 Sec. 21, 8-3-29 8% Company - 100%
W/2 NW/4 Sec. 22, Fix
T178, R3ZE Banl
(e
for
ace
Malcoim T. Mitchell

0.714286%
Janet M. Jacobsen
0.714286%
Margaret M. Cgden
0.714286%
El Pasc National
Bank,. Trustee of

Baish Trust Estate
3.750000%

—iii-
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EXHIBIT "B" (continued) ,

TRACT
TRALCT DESCRIPTION OF NG, OF SERIAL MO, & BASIC LESSEE OF EOWWHZ& INT, CWNER OVERRIDING ROYALTY PARTICI-
N, LAND ACEES DATE OF LEASE ROYALTY BRECORD ) £ PERCENTAGE OWNER & PERCENTAGE PATION
Eiizabeth B. King
a @omwﬂuwﬁm
mmmﬂw W, Beardsley
0.535714%
£falo Production
mm&ﬁmzwm NJM
8x S/2 SE/4 Sec.2l, 400 LC-029509 (b} Usa Continental Continental 0il Buffale Production 4.680417%
SW/4, SE/4 Nw/4, 4-1-46 12.5% 0il Company Company - L00% Payments {1}
S/2 NE/4, NW/4 SE/4 A step”
Sec., 22, TL178,R32E scale
9 E/2 NE/4 Sec. 26, 80 LC-030437 {a) UsA Drilling & Drilling & Ex- Ruth wo Lisle G.700000%
T178, R32E 12-12-38 5% Exploration ploration Co., . -343750%
Co., Inc. Inc. - L00% 2@H+Jm MOKDA ‘Densmore
G.703130%
Nancy J. ¥ent
0.703130%
J. B. Bockman
3.750000%
S. J. Iverson
€. NNJDQQN
15-8 EW,4 SW/4 Sec. 43 IC~0%4687 Ush W, A, Hudson Continental 0il Ruffalec Productic G.250629%
15, T17S,R32E 1 0-15=37 12.5% and E. A. Company -~ 100% Payvments {13
step Hudson = 273
scalse s, T,
Iverson -1,3
il w/2, SE/4, 1200 LC-057210 UsSA Continental Continental 0il Kewanee Production 19.847123%
SW/4 NE/4, 9-1-43 12.5% Cil Company Company - 100% Payments {2)
NE/4 NE/4 Sec. step
27, All Sec.,28, scale
Ti78, R32E

—_ -
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EXHIBIT "B" (continued)
_ TR3OT
TRACT DESCRIPTION OF NO, OF SERIAL NO. & BASIC LESSEE CF WORKING INT. OWNER OVERRIDING ROYALTY  PARTICI-
NO. LAND ACRES DATE OF LEASE  ROYALTY RECORD & PERCENTAGE OWNER & PERCENTAGE PATION
12 E/2 SE/4, 120 LC-058395 (b) USA Fair N&N Fair N&N Fair N&N 1.412293%
SW/4 SE/4 Sec. 5-15-34 12.5% Trust - 75% Trust - 75% Trust
22, T17S,R32E sliding Fair 0il Fair Oil 42.000000%%
scale Lo, - 25% Co, - 25% The R.W. Fair
Foundation
14.000000%%*
14 W/2 NE/4 Sec.26, 80 LC-058408 (a) USA Fair 0il Fair 0il The R.W. Fair 0.717445%
T178, R32E 12-12-39 5% Co,- 66.67% Co,- 66,.67% Foundation
R. W. Fair R. W. Fair 25.000000%%*
- 33.33% - 33.33% R, W. Fair
12.500000%***
J. B. Bockman
3.750000%
Ruth D. Lisle
2.343750%
Martha Densmore
0.7031L20%

-y -

W.A. & E.R. Hudson
jeint operating acck.
7 .968750%

Nancy J. Kent
0.703130%

First Hutchings-Sealy

National Bank,Trustee

for Francis B. Mooxre
0.337500%

First Hutchings-Sealy

National Bank, Gdn.
of the estate of John
Knox Hutchings Moore
and Donald Bartlett
Moore, minors
0.143440%
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EXHIBIT "B" (continued)

M.
R

TRACT
TRACT DESCRIPTION OF NO, OF SERIAL NO. & BASIC LESSEE OF WORKING INT. OWNER OVERRIDING ROYALTY PARTICI-

NO. LAND ACRES DATE OF LEASE _ROYALTY RECORD & PERCENTAGE CWNER & PERCENTAGE PAT I ON

Carol Pauls Moore
0.070310%

Charles H. Moore
0.213750%

B. D. Moore, Jx.
0.213750%
Frances Moore Shelton
0.213750%

David W. Moore
0.213750%

15x% NW/4 SE/4 Sec. 40 LC-058408 (b) USA Fair Oil Fair 0il W.A. & E.R. Hudson  0.278891%
26, TL78, 12-12-39 12.5% CO.~- 66.67% CO.- 66.67% joint operating acct,
R32E sliding R. W. Fair R. W. Fair 9.375000%
scale - 33.33% = 33.33% The R.W. Fair
Foundation
25.000000%**
R, W, Fair
12.500000%%**

1i7x NwW/4 NE/4 Sec. 40 LC-058514 USA Continental Continental 0il Production Payment 0.172795%
34, T17S,R32E 9-22-39 12.5% 0il Company Company - 100% to Buffalo Petr.
‘ sliding Corp. of $50, 000
scale out of
5.468750%%%%% (3)
Kewanee Production
Payments {2}

18 8/2 SE/4 Sec. 80 LC-058697 {a) USA Continental Continental 0il Buffalo Fetr., Corp. 0.572727%
23, T178, R32E 8-~11-39 5% 01l Company Company - 100% 16.937500% (3)
Virginia Simon
- 0.535714%
El Paso National

Bank, Trustee for
Baish Trust Estate

-vi- . 2.750000%



EXHIBIT *B"

(continued)

TRACT
NO,

DESCRIPTION OF
LAND

NO. OF
ACRES

SERIAL NO. &
DATE OF LERSE

BASIC
ROVALTY

LESSEE CF
RECORD

WORKING INT.

- OVERRIDING ROYALTY
OWNER & PERCENTAGE

OHNER

TRACT
PARTICI-
PATICHN

sock o1 rae 783

§=i

N/2, N/2 8/2,
SE/4 SE/4 Sec.
25, T178, R32E,
NW/4, N/2 SW/4
Sec. 30, T1l7S,
R33E

N/2 SE/4,

NE/4 SW/4,

$/2 SW/4 Sec. 23
and S/2 NW/4 Sec.
26, T178, R32E

766,39

280

LC-058697 (b)
8-11-39

LC-058698 (a)
8-11-39

USA
12.5%
sliding

scale

USA
5%

Continental
0il Company

Continental
0il Company

-vii-

& PERCENTAGE

Continental Oil
Company - 100%

Continental 0il
Company = 100%

Elizabeth B. King
0.535714%
Henry W. Beardsley
0.535714%
Malcolm T. Mitchell
0.714286%
Janet M. Jaccbsen
0.714286%
Margaret M. Ogden
0.714286%
L. Jay Root
0.500000%
Lucretia E. Conlon
2.500000%
Kewanee Production
Payments (2)

Buffalo Petr. Corp. 5.874647%
5.468750%%%%% (3)

Kewanee Production

Payments (2)

Buffalo Petr. Corp. 2.204034%
10.937500%(3)
Virginia Simon -
0.535714%
El Paso National
Bank, Trustee for
Baish Trust Estate
2.750000%
Elizabeth B. King
0.535714%



EXHIBIT "B" (continued)

TRACT
TRACT DESCRIPTION CF NO, OF SERIAL NO. & BASIC LESSEE OF WORKING INT. OWNER OVERRIDING ROYALTY PARTICI~
NO. LAND ACRES DATE OF LEASE ROYALTY RECORD & PRERCENTAGE OWNER & PERCENTAGE PATION
Henry W. Beardsley-
0.535714%
Malcolm T. Mitchell
0.714286%
Janet M. Jacobsen
0.714286%
Margaret M. Ogden
0.714286%
L. Jay Root
0.500000%
tucretia E. Conlon
0.500000%
Kewanee Production
Payments {2)
21lx NW/4 and 240 LC-058698 (b) USA Continental Continental 0il Buffalo Petr. Corp. 1.371455%
S/2 NE/4 Sec. 8-11-39 12.5% 0il Company Company - 100% 5.468750%(3)
23, T178,R32E sliding _ Kewanee Production
scale Payments (2)
22 SW/4 Sec. 26, 160 LC-058699 (a) USA RosSs Sears Virginia Sears Buffalo Petr. Corp. 2.400000%
T178, R32E 8-11-39 5% and Mary Jo 10.937500% (3}
Vandiver, Co- El Paso National
mw executrixes of Bank, Trustee for
™~ the estate of Baish Trust Estate
o Ross Sears,dec'd. : 2.750000%
&= 16.667000% Malcolm T. Mitchell
~ J. P. Pierce 0.714270%
= 16.667000% Margaret Mitchell
Zula Cockburn Ogden
35 50.000000% 0.714270%
« Jewell Smith Janet M. Jacobsen
12.499000% 0.714270%
Leon C. Smith Virginia Simon
4.167000% 0.535700%

-viii=



EXHIBIT "B" {continued)

TRACT
NO.

DESCRIPTION OF
LAND

NO, OF SERIAL NO, &
ACRES _ DATE OF LEASE

BASIC
ROYALTY

LESSEE OF
RECORD

WORKING INT. OWNER
& PERCENTAGE

TRACT
PARTICI-
PATION

OVERRIDING ROYALTY
OWNER & PERCENTAGE

24x

25

NE/4 NW/4 Sec.
34, T17S, R32E -

N/2 Sec. 33,
T17€, R32E

W/2 NW/4 Sec,
34, T17S, R32E

40 'LC-058728 (b)
9-22-39

320  LC-059001(a)
_ 9-22-39

80 LC-059062
9-22-39

oozﬁwnmsnmw
0il Company

Usa
12.5%
'sliding
scale .

USA Continental
5% © 0il Company
. )

Continental
0il Company
-ix-

Usa
12.5%

Continental 0il
Company - 100%

Continental 0Oil
Company - 100%

Continental 0il
Company - 100%

Elizabeth B. King
0.535700%
_Henry W. Beardsley
. 0.535700%
L. Jay Root
- 0.500000% ,
Lucretia :E. Conlon
0.500000%

Kewanee Production

. 0.248794%
‘Payments (2)

Virginia Simon
0.535714%
El Paso National
Bank, Trustee for
Baish Trust Estate
3.750000%
Elizabeth B. King
0.535714%
Henry W. Beardsley
0.535714%
Malcolm T. Mitchell
0.714286%
Janet M. Jacobsen
0.714286%
Margaret M. Ogden
0.714286%
Kewanee Production
Payments (2)

2.478006%

Kewanee Production 0.624604%

Payments (2)



EXHIBIT “B” ({(continued)
| TRACT
TRACT DESCRIPTION OF NO. OF SERIAL NO, & BASIC LESSEE QF WORKING INT. (WNER OVERRIDING ROYALTY PARTICI-
NO. LAND ACRES DATE QF ILEASE ROYALTY RECORD & PERCENTAGE OWNER & PERCENTAGE PATION
sliding
scale
27 W/2 NE/4 Sec. 80 LC-0601992 (a) USA Virginia - Virginia Woods Virginia Simon 1.4597286%
29, T17S, R32E 7-1-39 5% Woods Shaw Shaw 25% 0.535714%
Charlotte Woods Malcolim T. Mitchell
Runyan 25% 0.714286%
‘Emily Katherine Janet M. Jacobsen
Flint Boyd and 0.714286%
Rosemary Flint Margaret M. Cgden
25% 0.714286%
Mary Katherine El Paso National
Fowles 25% Rank, Trustee for
Baish Trust Estate
3.750000%
Elizabeth B. King
0.535714%
Henry W. Beardsley
0.535714%
0il Payment in the
amount of $126,636
payable out of 20%
of 7/8 reserved by
Mrs. E. G, Woods
@ .
mm 28 E/2 NE/4 Sec. 80 LC-060199 (b) USA Virginia Virginia Woods 0il Payment in the 1.340274%
s 30, T178,R32E 7-1-39 12.5% Woods Shaw Shaw 25% amount of $126,636
= sliding Charlotte Woods payable out of 20%
— scale Runyan 25% of 7/8 reserved by
— Emily Katherine Mrs. E. G. Woods
ok Flint Boyd and
M Rosemary Flint
<

»

L. S

25%
Mary Katherine
Fowles 25%
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EXHIBIT "B" (continued)

TRACT
NO.

DESCRIPTION CF
LAND

SERIAL NO, &
DATE OF LEASE

NO. OF
ACRES

LESSEE OF
RECORD

BASIC
ROYALTY _

WORKING INT. OWNER
& PERCENTAGE

OWNER & PERCENTAGE

TRACT
PARTICI=-
PATION

OVERRIDING ROYALTY

. 29x

32

34

Lot 4 Sec. 18,
and E/2 E/2 Sec.
17, T17S, R32E

N/2 NW/4 Sec.
26, T1l7S, R32E

NW/4 NE/4,
SE/4 NE/4 Sec.
27,T17S,R32E

C=060329
12-1-58

200.97

80 LC-061841
8-11-39

80 ..  LC-058396 (b)
7 5-15-34

Continental
0il Company

USA
12.5%
sliding

scale

Usa
5% 0il Company

USA Fair N&N
12,5%

sliding
scale Co.

Fair 0il

-Xi-

Continental

Trust - 75%

- 25%

Continental 0il
Company = 100%

Continental 0il
Company - 100%

Fair N&N Trust
75%

Fair 0il Co.
25%

Payments

Buffalo Petr. Corp. 1.352261%
7 .000000%(3)
Kewanee Production
Payments (2)
Virginia Simon 0.664147%
0.535714%
El Paso National
Bank, Trustee for
Baish Trust Estate
2.750000%
Elizabeth B. King
0.535714%
Henry -W. Beardsley
0.535714%
Malcolm T. Mitchell
-0.714286%

-Janet M. Jacobsen

.0.714286%

Margaret M. Ogden

0.714286%

Lucretia E. Conlon

0.500000%

~Le Jay Root .

. 0.500000%
Kewanee Production
(2)
Fair N&N Trust  0.991371%
42.000000%*

- The R. W. Fair

Foundatiocn
14 .000000%%%*



11 rmor 788

i

\§

BECK

EXHIBIT "B" (continued)

TRACT

TRACT DESCRIPTION CF NO., OF SERIAL NO., & BASIC LESSEE OF WORKING INT. OWNER OVERRIDING ROYALTY PARTICI-

NO, LAND ACRES DATE OF LEASE ROYALTY RECORD & PERCENTAGE OWNER & PERCENTAGE PATION
28 FEDERAL TRACTS, CONTAINING 7,775.16
ACRES, or 96.524% OF PARTICIPATING AREA
STATE LAND

39x-1 N/2 NW/4 Sec. 80 B-155 State of Continental Continental Oil Fexaco Inc. 0.46652%%

16, T178,R32E 8-14-31 New Mex. 0il Company Company - 100% 6.250000%
12.5% Kewanee Production
Payments {2)

39%-2 SW/4 NwW/4, 120 B=155 State of Continental Continental Oil Texaco Inc. 1.022878%
8/2 SW/4 Sec. 8-14-31 New Mex. 0il Company “Company - Ll00% 6.250000% %%k &% _
16,T17S,R32E 12.5% Kewanee Production

Payments (2)

41x SW/4 SE/4 Sec. 40 B-2366£-9 State of Continental Continental ©il Buffalo Production 0.412930%

16, T17S8,R32E 1-8-34 New Mex. Oil Company Company - l00% Payments (L)
12.5%

42 SE/4 SE/4 Sec. 40 R-4062 State of Continental Continental 0il Buffalo Production 0.530519%

16, TL17S, R32E 4-3-35 New MexX. 0il Company Company - 100% Payments (1)

4 STATE TRACTS, CONTAINING 280 ACRES,
OR 3.476% COF PARTICIPATING AREA

-x1i-
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(1) The interests so marked are those production payments reserved in that certain Assignment and Conveyance of
0il and Gas Properties and Agreement with Respect Thereto between Buffalo Oil Company, as Assignor, and
Continental ©il Company, as Assignee, dated August 12, 1958, and recorded in the records of Lea County, New
Mexico, Miscellaneous Book 138, Page 1, and all of such interests are being committed hereto by the party or
parties owning the same or their mortgagees, trustees or others having the power to commit same.

(2) The interest so marked are those production payments reserved in that certain Assignmemnt and Conveyance of
0il and Gas Properties and Agreement with Respect Thereto between Kewanee 0il Company, as Assignor, and
Continental Oil Company, as Assignee, dated December 14, 1959, and recorded in Miscellaneous Book 181, Page
375, in the records of Lea County, New Mexico, and all of such interests are being committed hereto by the
party or parties owning the same or their mortgagees, trustees or others having the power to commit same.

{3) The interests so marked are those formerly owned by Buffalo Petroleum Corporation which were liquidated
January 1, 1962, and its assets distributed in kind to its stockholders. These interests are now owned by

the following in the indicated percentages:

Charles S. Taubman 6.545%
M. B. Taubman 10.529%
Janice L. Taubman . .204%
M. B. Taubman, as Custodian for Richard Taubman

under the Oklahoma Uniform Gifts to Minors Act <407%
M, B. Taubman, as Custodian for Anne Taubman

under the Oklahoma Uniform Gifts to Minors Act -407%

Morxis B. Tauwbman and Janice L. Taubman, Trustees

for Richard Taubman under the Richard Taubman’

Accumulation Trust dated the 1lst day of April, 1959 «582%
Morris B. Taubman and Janice L. Taubman, Trustees

for Anne Taubman under the Anne Taubman Accumulation

Trust dated the lst day of April, 1959 .582%
M. I. Taubman . - - : 4.508%
‘M. I. Taubman, as Custodian for Deborah Taubman o
under the Oklahoma Uniform Gifts to Minors Act . 174%

. M. I. Taubman, as Cudtodian for Elizabeth Taubman ‘
. under the Oklahoma Uniform Gifts to Minors Act .175%

M. I. Taubmén, as Custodian for William David

Taubman under the COklzhoma Uniform Gifts to Minors Act .174%
M. I. Taubman, as Custodian for Daniel M. Taubman

under the Cklahoma Gifts to Mincrs Act +175%

- =xXiidi-
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Louis Taubman

Louis Taubman, Ruthe S, Taubman and Morris
Taubman, Trustees of the Ruthe and Louis Taubman
Foundation

Louis Taubman, Custodian for Maurine Taubman
under the Oklahoma Uniform Gifts to Minors Act
Louls Taubman, Custodian for Lawrence Taubman
under the Oklahoma Uniform Gifts to Minors Act
Ruthe S. Taubman, Custodian for Lawrence Nathan
Taubman under the Oklahoma Uniform Gifts to
Minors Act

Ruthe S. Taubman, Custodian for Maurine Taubman
under the Oklahoma Uniform Gifts to Minors Act
Louis Taubman and Ruthe S. Taubman, Trustees

for Lawrence Nathan Taubman under the Lawrence
Nathan Taubman Accumulation Trust dated the 5th
day of February, 1960

Louis Taubman and Ruthe S. Taubman, Trustees

for Maurine Taudbman under the Maurine Taubman
Accumulation Trust dated the 5th day of February,1960
Ruthe S. Taubman

Robert M. Taubman

Robert M. Taubman, Custcdian for Hilary Lu Taubman
under the Oklahoma Uniform Gifts to Minors Act
Robert M. Taubman, Custodian for Sara Katherine
Taubman under the Oklahoma Uniform Gifts to Minors
Act . B

Robert M. Taubman, Custodian for Rebecca Melanie
Taubman under the Oklahoma Uniform Gifts to Minors
Act ’

Robert M. Taubman, Custodian for Andrea Minda
Taubman under the Oklahoma Uniform Gifts to Minors
Act ’

Rosalie Taubman Shalom

David B. Shalom, Custodian for Karen Paula Shalom
under the Oklahoma Uniform Gifts to Minors Act

-xXiv-

9.395%

- 145%
-407%

-407%
0 349%
- 349%
. 582%

- 582%
-495%
4.508%

<174%
«175%
\174%
- 175%

3.112%

.698%
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Sophia Taubman 23.,437%

This interest has been assigned to the £fcllowing
parties in the proportion set opposite their names
subiect tc a producticn payment in the amocunt of
$703,110.00, and other considerations as set forth
in the instrument entitled “Assignment of Overriding
Royalty Reserving Production Payment" dated January
15, 1962, payable out of 95% of the monies accruing
to the interests assigned: .

Charles S. Taubman 12.3467%
M. B. Taubman 38.2667%
‘M. I. Taubman _ 12.3466%
Louis Taubman =~ =~ 12.3467%
Robert M, Taubman 12.34606%
Rosalie Taubman Shalom 12.3467%

Sophia Taubman, Morris Taubman and National Bank

of Tulsa, Co-Executrix and Coc-Executors of the
Estate of Herman Paul Taubman, Deceased 30.374%
This interest has been assigned to the following
parties in the proportion set opposite their names
subject to a production payment in the amount of
$911,220.00, and other consideration as set forth

in the instrument entitled "Assignment of Overriding
Royalty Reserving Production Payment" dated January
15, 1962, payable out of 95% of the monies accruing
to the interests assigned:

Charles S, Taubman 1/5
M. I. Taubman 1/5
Louls Taubman - 1/5
Robert M. Taubman 1/5
Rosalie Taubman Shalom 1/5

tc be charged against working interest of Fair N&N Trust only.
tc be charged against working interest of Fair 0il Company only.
to be charged against working interest of R, W. Fair only.

variable, dependent vpon royalty rate.
ce with terms of instrument dated

subject to increase, as to o0il, to 92.375% in accordance ,
November 13, 194¢, recorded in Bocok 23, Page 253, in the records of Lea County, New Mexico.
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CERTIFICATION - DETERMINATION

SUPPLEMENTAL AND AMENDATORY AGREEMENT
TO MALJAMAR COOPERATIVE AGREEMENT
(SUPPLEMENT NO. 5)

Pursuant to the authority vested in the Secretary
of Interior as to Federal Lands, under the Act approved Feb-
ruary 25, 1920, 41 Stat. 437, as amended, 30 U.S.C. Secs.

181, et seq., and delegated to the Director of the Geolqgical
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. Certify and determine that the plan of de-
velopment and operation contemplated in the attached agreement
is necessary and advisable in the public interest for the purT -
pose of more properly conserving the natural resources.

C. Certify and determine that the drilling, pro-
ducing, rental, minimum royalty, and royalty requirements of
all Federal leases committed to said agreement are hereby
established, altered, changed, or revoked to conform with

the terms and conditions of this agreement,

APR 3 0 1963 . A

DATED T DIRECTOR, UNITED STATES GEOLOGICAL
Actind SURVEY.
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CERTIFICATE OF APPROVAL
BY COMMISSIONER OF PUBLIGC LANDS, STATE OF NEW MEXICO

SUPPLEMENTAL AND AMENDATORY AGREEMENT TO
MALJAMAR COOPERATIVE AGREEMENT
(SUPPLEMENT NO. 5)

sione

July

There having been presentéd to the undersigned Commis-

r of Public Lands of the State of HNew texico for examination,
the attached Agreement for the development and cperation of
agreage which is described within the attached Agreement, dated

1, 1962, which has been executed or is to be executed by

parties owning and holding o0il and gas leases and royalty interests
in and under the property described, and upon cxamination of

said

Agreement, the Commissioner finds:

(a) That such agreement will tend to promote
the conservation of o0il and gas and the
better utilization of reservoir energy
in said area.

(b) That under the preposed agreement the
State of New Mexico will receive its fair
share of the recoverable ocil or sas in
place under its lands in the area.

(c) That each beneficiary Institution of the
State of New Mexico will receive its fair
and equitable share of the recoverable oil
and gas under its lands within the area.

(d) That such agreement is in other resnects
for the best interests of the State, with
respect to State lands.

NOW, THEREFORE, by virtue of the authority conferred

uoon 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, tae

2

undersigned, Commissioner of Public Lands of the State of
New Mexico, for the purpose of more properly conserving the
0il and gas resources of the State, do hereby consent to and
approve the said Agreement, and any leases cmbracing lands
of the State of New Mexico within the area shall be and the

same
and s
terms

are hereby amended to conform with the terms thercof,
hall remain in full! force and effect according to the
and conditions oi said Agreement., Tiis approval is

subject to all of the provisions of the afordzdll statnies.

IN WITNESS JHEREQF, this C%gt1f1va e of ApﬁrOV i
is executed with seal affixed, this @9  day of <afkEny
1963.

2

g a2 Plas

Commissioncr or Public Laos
of the State of New “exicn

STATE OF NEW MEXICO
COUNTY OF LEA
FILED

MAY 19 1989
at Ll Y ioclock.__é_ "

and récorded in BOol 4 Z
P’ge—vz&,/\o?

: ————— e
;hniey Hoep a County Clerk
% Deputy

U, S. GEOLORICAL &
ROSWELL, NEW e

eE B 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 into as of the 1lst day of July,
1962, by and between the parties who execute or ratify this

agreement,

WITNESSET H:

WHEREASS the parties hereto as Working Interest (wners
have exeéutedg as of the date hereof, that certain agréement en-
titled "Supplemental and Amendatory Agreement to Maljamar Co-
operative Agreement (Supplement No. 5), I Sec. No. 341," herein-
after referred to ag the "Supplewent No. 5 Agreement " which
among other things provides for a separate agreement. to be wade
and entered into by and beftween Working Interest Owners pertain-
ing to the development and operation of the Participating Area
therein defined, and the parties hereto have accordingly agreed
upon the terms hereof as the agreement so contemplated in such
Supplement No. 5 Agreement;

NOW, THEREFORE, in consideration of the mutual sgiree-

ments herein set forth, it is agreed as follows:

ARTICLE 1
CONFIRMATION OF SUPPLEMENT NO. 5 AGREEMENT

1.1 Confirmation of Supplement No. 5 Agreement. The

Supplement No. 5 Agreement is hereby confirmed and incorporated
herein by reference and made a part of this agreement. The
terms used in such Agreement are adopted for all purposes of

this agreement and are used in the same sense in which they are
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used therein. In the event of any conflict between the Supple-
ment No. 5 Agreement and this agreement, the Supplement No. 5

Agreement shall prevail.

ARTICLE 2
EXHIBITS
2.1 Exhibits. 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 C, attached hereto, is a schedule
showing each Working Interest Owner's working interest
in each tract, the percentage of total Participating
Area Participation attributable to each such interest,
and the total Participating Area Participation of each
Working Interest Owner.

2.1.3 Exhibit D, attached hereto, is the
Accounting Procedure applicable to development and
operation of the Parﬁicipating Area. In the event
of codflict between this Agreement and Exhibit D,
this Agreement shall prevail.

2.1.4 Exhibit E, attached hereto, contains in-
surance provisions applicable to the development and
operation of the Participating Area.

2.2 Revision of Exhibits. Whenever Exhibits A and

B are revised, Exhibit C shall be revised according to such
revision to be effective as of the effective date of revised

Exhibits A and B,

ARTICLE 3
SUPERVISION OF OPERATIONS BY WORKING INTEREST OWNERS

3.1 Overall Supervision. Working Interest Owners

shall exercise overall supervision and control of all matters



]
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pertaining to the deveiopment and operation of the Participating
Area pursuant tc this agreement and the Supplement No. 5 Agree-~
ment. In the exercise of such power each Working Interest Owner
shall act solely in ité cwn behalf in the capacity of an indi-
vidual owner and not on behalf of the owners as an entirety.

3.2 Particular Powers and Duties. The matters to be

passed upon and decided by Working Interest Owners shall in-
clude, but not be limited to, the following:

3.2.1 Method of Operation. The kind, character

and method of operation, including any type of pressure
maintenance or secondary recovery program to be em-
ploved.

3.2.2 Rates of Production. The determination

of quahtities of production of Fully Unitized Sub-
stances from the Participating Area which are de-
termined to be justified by good engineering prin-
ciples in the interest of the conservation of Fully
Unitized Substances. In this connection, Working
Interest Owners have determined that, except upon
the affirmative vote of all but two Working Interést
Owners owning a combined participation of at least
5%, the average rate of production from the Parti-
cipating Area shall not exceed 11,600 barrels oil
per day plus an additional 58 barrels oil per day
for each 40 acre subdivision which may be added

to the Participating Area, the rate of production
of fully unitized substances other than oil being
governed by the production of oil.

3.2.3 Drilling of Wells. The drilling of any

well within the Participating Area either for pro-
duction of Fully Unitized Substances, for use as an

injection well, or for other purposes.



3.2.4 Well Workovers and Change of Status. The

workover, recompletion, repair, abandonment, or change

of status of any well in the Participating Area or

{

use of any such well for injection or other purposes,

3.2,5 Expenditurss., Making of any single expen-

diture in excess of Seven Thousand Five Hundred Dollars
($7,500.00); provided that approval by Working Interest
Owners of the drilling, reworking, drilling deeper or
plugging back of any Weli shall include approval of

all necessary expenditures required therefor and for
completing, testing and equipping the same , imciuding
nécessary flow lines, separators and lease tankage.,

3.2.6 Disposition of Surplus Facilities., Selling

or otherwise disposiﬁg of any major item of surplus
material or equipment, the current list price of new
equipment similar thereto being Two Thousand Five
Hundred Dollars ($2,500.00) or more.

3.2.7 Appearance Before a Court or Regulatory

Body. 'The designating of a representative to appear
before any court or regulatory body in matters per-
taining to operations; provided, howewver, that the

authorization by Working Intevest Owners of the de-

fedo

signation of any such representatives shéil not pre-
vent any Working Interest Owner from appearing in
person or from designating another representative

in its own behalf.

3.2.8 Audits. The making of proper audits of
the accounts of Operator pertaining to operations
hereunder; provided that such audits shall

(a}) not be conducted more than once ¢ach year

or upon the resignation or removal of

Operator; and shall

lye
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(b} be made at the expense of all Working
Interest Owners other than the workiﬁg
Interest Owner designated as Operator; and

{c) be upon not less than thirty (30) days’
written notice to Operator.,

3.2.9 Inventories. The taking of periodic in-

ventories under the terms of Exhibit D.

3.2,10 Technical Services., Any direct charges

to the joint'account for services by consultants or
Operator’s technical personnel not covered by the
overhead charges provided by Exhibit D.

3.2,11 Assignments to Committees. The appoint-

ment or designation of the purposes of committees or
subcommittees necessary for the study 6f any problem
in 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

4.1 Designation of Representatives. Each Working In-

terest Owner shall advise Operator in writing the names.and
addresses of its representative and alternate authorized to re-
present and bind it in respect to any matter pertaining to the
development and operation of the Participating Area. Such re-
presentative or alternate may be changed from time to time by

written notice to Operator.
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4,2 Meetings. ALl meetings of Working Intersst
Owners for the purpose of considering and acting upon any matier
pertaining to the development and opsration of the Participating
Area shall be called by Operator upon its own motlom or -at the
request of one or more Working Interest Owners bavimg a total
Participating Area Participation of not less than two percent
(2%). No meeting shall be called on less than fourteen (14&)
days' advance written notice, with agenda for the meeting
attached. The Working Interes: Owners attending such wmeeting
shall not be prevented from amending items included in the
agenda or from discussing such amended item or from discussing
other items presented at such meeting; provided, bhowever, that
no final action shall be raken at such mesefing on any item not
included in the agenda of such meeting unless all Working In-
terest Owners are present or represented. The representative

of Operator shall be chairman of each meering.,

4,3 Voting Procedure. Working Interest Owners shall

act upon and determine all wmatters coming before them as follows:

4.3.1 Voting Interest. In voting on any matter

each Working Interest Owner shall have a voting in-
terest equal to its Participating Area Participation
as ser out in Exhibit C,

4.3.2 Vote Required--Generally., Except as may

otherwise be provided herein or in the Supplement No.,
5 Agreement, Working Interest Owners shall act upon
and determine all matters coming before them by the
affirmative vote of fifty-one percent (51%) or more
voting interest, provided, that should any one Work-
ing Interest Owner own more than fifty percent {(50%)
voting interest, its wote must be suppoxrted by the
vote of two {2) or more Working Interest Owners hav-

ing a cowbined voting interest of at least four
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percent (4%). , ‘

4,3.3 Vote at Meeting by Nonattending Working

Interest Owners. Any Working Interest Owner not re-

presented at a meeting may vote on any item included
in the agenda of the meeting by letter or telegram
addressed to the chairman of the meeting provided
such vote is received prior to the submission of such
item to vote. Such vote shéll not be counted with
respect to any item on the agenda which is amended

at the meeting.

4,3.4 Poll Votes. Working Interest Owners may
decide any matter by vote takeﬁ by letter or telegram,
provided the matter is first submitted in writing to
each Working Interest Owner and no meeting on the
matter is called as provided in Article 4.2, within
seven (7) days after such proposal is dispatched to
Working Interest Owners. Operator will give prompt
notice cf the results of such voting to all Working
Interest Owners. The approval of an Authority for
Expenditure circulated by Operator hereunder shall
constitute a vote for the project contemplated thereby
as fully as if it constituted an affirmative vote to

a letter poll.

ARTICLE 5

INDIVIDUAL RIGHTS AND PRIVILEGES
OF WORKING INTEREST OWNERS

5.1 Reservation of Rights. Working Interest Owners

severally reserve to themselves all their rights, power, autho-
rity and privileges, except as expressly provided in this agree-
ment and the Supplement No. 5 Agresement.

5.2 Specific Rights. Each Working Interest Owner

shall have, among others, the foilowing specific rights and
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privileges:

5.2.1 Access to Participating Area. Access

to the Participating Area at all reasonable times
to inspect the operations hereunder and all wells
and records and data pertaining thereto.

5.2.2 Reports by Request. The right to receive

from Operator, upon written request, copies, pre-
pared subzequent to the request, of: (1} all reports
to any governmentel agency, (2) reports of crude oil
runs and stocks, {(3) inventory reports, and (4) all

other data pertaining to operations hereunder.

ARTICLE 6
OFERATOR

6.1 Initial Operator. Continental 0il Company is

hereby designated as Operator.

6.2 Resignstion or Removal. Operator may resign or

be removed and a successor Operator selected as in the Supple-

ment No. 5 Agreement provided.

ARTICLE 7
POWERS AND DUTIES OF OPERATOR

7.1 Exclusive Right to Operate. Subject to the pro-

visions of this agreement and to the orders, directions and
limitations rightfully given or imposed by Working Interest
Owners, Operator shall have the exclusive right and be obliga-
ted to develop and operate the Participating Area for the produc-
tion of Fully Unitized Substances.

7.2 Workmanlike Conduct. Operator shall conduct all

operations hereunder in a good and workmanlike manner and, in
the absence of specific instructions from Working Interest Own-
ers, shall have the right and duty to conduct such operations in

the same manner as would a prudent operator under the same or
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similar circumstances. Operator shall freely consult with Work-
ing Interest Owners and keep them advised of all matters arising
in connection with such operaticns which Operator, in the exer-
cise of its best judgment, considers important, Operator shall
not be liable to Working Interest Owners for damages unless such
damages result from the gross negligence or willful misconduct
of Operator.

7.3 Liens and Encurbrances., Operator shall keep the

lands and leases in the Participating Area free from all liens
- and encumbrances occasioned by its operations bereunder, except
the lien of Operator granted hereunder.

7.4 Emplovees. The number of employees used by
Operator in conducting operations hereunder, the selection of
such employees, the hours of Iabor; and the compensation for
services to be paid any and all such employees shall be deter-
mined by Operator. Such employees shall be the employees of
Operator. |

7.5 Records., Operator shall keep true and correct
books, accounts and records of its opefations hereunder,

7.6 Reports to Working Interest Owners. Operator

shall furnish to each Working Interest Owner periodic reports
of the developmenrt and operaticn of the Participating Area.

2

7.7 Reports to Governmental Authorities, Operator

shall make all reports Lo govermmental authorities that it has
the duty toc make asz Operator.

7.8 Engineering and Geological Information. Opera-

tor shall furnish to each Working Interest Owner, upon written
request, a copy of the log of, and copies of engineering and
geological data pertaining to, wells drilled by Operator.

7.9 Expenditures. Operator is authorized to make

single expenditures not in excess of Seven Thousand Five Hundred

Dollars ($7,500.00) without prior approval of Working Interest
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7.10 Settlements., Operator may settle any single

damage claim not involving an expenditure in excess of Two Thou-
sand Five Hundred Dollars ($2,500.00) provided such payment is
1

a complete settlement of such claim,

ARTICLE &
TAXES

8.1 Ad Valorem Taxes. Operator, after consulting

with Working Interest Owners, shall make and file for ad valo-
rem tax purposes all necessary renditions and returns with the
proper taxiung authorities or gévernmental subdivisions covering
all real and personal propertv of each Working Interest Owner
within the Participating Area snd used in connection with the
development and operation of the Participating Area., Any Worke-
ing Interest Ownesr dissatisfied with any proposed rendition or

<

assessment of its inte

e
[
m
=
o
14>]
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in resal or personal propert? snall
have the right, at its own expense, to protest and resist the
same., All such ad valorem taxes due and payable on account of
‘real and personal property of each Working Interest Owner loca-
ted within the Participating Area and used in connection with
operations shall be paid by Operator for the joint account in
the same manmer as otber costs and expenses of cperations.

8.2 Direct Taxes and Assessments. Each Working In-

terest Owner shall pay or cause to be paid all production,
severance, ad valorem production, conservation, school, gather-
ing and other direct taxes and assessments imposed upon or on
account of the production or handling of its share of Fully

Unitized Substances,

ARTICIE 9
INSURANCE

9.1 Insursnce. Operator shall carry, with respect

10w
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to operations subject to thiz szreement:

9,1,1 Workmen's Compensation and Ewplover's

Liability Insurance as reguired by the iaws of the

-

State in which operations hereunder ars conducted.
9.1.2 Such other insurance as sekt fortb in

Exhibit E.

ARTICLE 10
ADJUSTMENT OF INVESTMENTS

10.1 Personal Property Taken Over. Upon the effective

date hereof, Working Interest Owners shall deliver to Operator
possession of:

10.1.1 Wells and Casing. All wells completed

in the Fully Unitized Formations together with the

»

casing therein, including any wells being used as

injection wells for the injection of gas or water,
whether or not auny such well is a lease line well
or for other reasons is owned on some other than a

lease basis.

10.1.2 Well and Lease Equipment, The tubing in

each such well, together with the wellhead connections
thereon, and all cother lease and operating equipment
used in the operation of such wells which Working
Interest Owners determine is necessary or desirable
for conducting operations; and

10.1.3 Records., A copy of all production and

well records pertaining to such wells.

10.2 Inventory and Evaluation of Personal Property,

Working Interest Owners will at the expense of the joint account,
and as of the effective dare, inventory all wells and well and
lease equipment delivered to the Operator as provided in Article

10.1.2. The inventory will include all tangible property

wile
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classified as controliable eguipment. For the purpese of inven-

’ﬁ,

tory and adjustmect of investmeni, sucker rods and tubing under

2 inches in rhe wells will also be considered as controliable

e

i
e
=]
g

but will not be comnsidered controllable in future accou

Non-contrellable equipment except items listed above will not

be included on the inventory but may nevertheless be taken over
by the unit if in use on the property. The distinction between

controllable and noncontrollabls equipment will be based on the

ication manual prepared in 1960 by the Petroleum

UJ
fde
%

material ciss
Accountants Society of Oklahoma. The condition of the aguipment
will be indicated on the inventory and priced In accordance with
the basis prescribed in sectiom III, parvagraph 2 of Exhibit D
attached. The inventory and evaluation will be presented to

the Working Interest Owners within ninety (90) davs aftar 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 will furnish each Working In-
terest Owner a copy thereof showing only those items which it
has been decided to retain and the value of each item,

10.3 Tmvestment Adjustment., Upon approval by Working

Interest Owners of such inventory and evaluation, each Working
Interest Owrer shall be credited with the value of its interest
in all personal property so taken over by Operator under Article
10.1.2, and charged with an amount equal to that obtained by
multiplying the total value of sll such property so taken over
by Operator under Article 10.1.2 by such Workimng Interest Owner's
Participating Area Farticipatiom, as shown on Exhibit €., If
the charpe against any Working Interest Ownexr is greater than
the amount credited te such Working Interest Owner, the result-
ing net charge shall be paid and in all orber vespects be
treated as any other item of expense chargeable against such

Working Interest Owner. 1f the eredit to any Working interest

@D
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Owner is greater “han the amount chargsd against such Working In-
terest Owner, the resulting net credit shall be paid to such
Working Interest Cwner by Operator out of funds received by in

in settleﬁent o the net charges described above,

10.4 General Facilities. The acquisition of ware-

houses, warchouse stocks, lease houses, camps, facility syztems,
and office buildings necessary for operations hereunder shall

be by negotiation by and between the owners thereof and Operator,
subject toc the approwval of Workimg Interest Owners, except in
this, that those facilities procured in anticipation of & future
waterflood by the parties herete (imcluding, but not limited to,
water leases, water rights, and water wells and equipment) shall
be delivered fto Operator, who shall value the same at cost, and
there shall bte an adjustment of investment to the extent that
the forwmer ownership thereof differs from the Participating Area
Participeation of t¢he parties, and such facilities will be cwned
as other assets procured heresunder for the joint account,

10.5 Ownership of Persconal Property and Facilities.

Each Working Interest Owner, individually, shall by wvirtue hereof
own an undivided interest in all personal property and facilities
taken over or otherwise acquiredlby Operator pursuant to this
agreement equal to its Participating Area Participation, shown

on Exhibit C.

10.6 Adjustwent of Investments Upon Enlargement of

Participating Area., Whenever the Participating Area is enlarged

pursuant to the provisions of the Supplement No. 5 Agreement,
the working interest owner or owners of the tract to be included
within the Participating Area shall negotiate with Operator,
with the concurrence of Working Interest Owners, an investment
adjustment. The items covered by Articles 10,1.1, 10.1.2 and
10.1.3 shall be delivered to Operator upon the effective date

of any such enlargement, and an inventory and evaluation of the

~13-
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personal property located upon the tract so to be included shall
be made by Working Interest Owners, including the working intver-
est owner or owners of the tract so to be included in the enlar-
ged Participating Area. An investment adjustment, on account of
leasehold equipment situated upon the tract so to be included
within the Participating Area as covered by Article 10.1.2,
shall be made in accordance with Article 10.3, based upon the
resulting revised participations of Working Interest Owners in
the enlarged Participating Avea, using the iaventory and evalua-
tion of such itews so then made and the inventory and svaluaiion
theretofore made under Article 10.2 for the Participating Area
as 1t existed prior to such enlargemernt. The working interest
owner or owners of the tract sc to be included in the enlarged
Participating Area shall either pay to Operator, for the acccunt
and benefit of Working Interest Owners, the amount to which they
would be entitled under such adjustment, or Operator shall pay
the working interest owner or owners of such tract the amount

to which it or they would be entitled as the case may be, any
amount paid to the owner or owners of such tract to be charged
to the Working Interest Owners of the Participating Area as it
existed immediately prior to such enlargement in proportion to
their relative participations, and payments for such amounts,

if any, shall be paid by such Working Interest Owners at the
time and in the method provided for the payment of operating
expenses hereunder. If at the time of any such enlargement
Operator, for the account of Working Interest Owners, has in-
curred costs in connection with the drilling or conversion of
injection wells, the drilling of source water wells;, the laying
of water lines, water treating facilities, injection compress=
ors and equipment, and other facilities designed for usze in
connection with Participating Area operations, then the toral

of such costs (including overhead charges, 1f amy) shall be

14
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determined and a reasonable allowance for depreciation will be
made and the present real value thereof, based upon costs less
reasonable depreciation, shall be determined by Working Intexest
Owneré9 and the working interest owner ox owners of the firact so
to be included within the enlarged Participating Area shall pay
to Operator, for the account of Working Interest Owners, an
amount equal to its or their participation in the enlarged
Participating Area times the present real value‘of all such

Participating Area facilities,

ARTICLE 11
DEVELOPMENT AND OPERATING COSTS

11.1 Basis of Charge to Working Interest Owners,

Operator initially shall pay and discharge all costs and expenses
incurred iun the development and operation of the Participating
Area. Working Interest Owners shall reimburse Operator for all
such costs and expenses, ir proportion to their respecﬁive Par-
ticipating Area Participation shown on Exhibit C. All charges,
credits and accounting for costs and expenses shall be in ac-
cordance with Exhibit D. In addition to the charges provided in
Exhibit D, Operator shall be allowed a construction overhead
charge applicable only to and during the period of comstruction
of facilities, both initially and from time to time thereafter,
where the cost of any such construction computed as provided
herein and in Exhibit D exceeds Twenty-five Thousand Dollars
($25,000.00). The drilling of injection wells, the conversion
to injection wells, and the drilling of source water wells

shall not be included in determining the costs of any such faci-
lity construction, and '"facility," as used in this '"comstruction
overhead' provision, shall be limited to water mains, water
meters, water treating and pumping equipment, injection supply

and return lines, and appurtenant equipment for the transpor-

=15
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tation from scurce to injection well and from producing well to
treating equipment of water or other injected substance. The
"construction cverhead'" charge shall be equal to five percent
(5%) of the first Twenty-five Thousand Dollars ($25,000.00) and
two percent (2%) of all amounts in excess of Twenty-five Thousand
Dollars ($25,000.00) of the cost thereof computed as in Exhibit
D provided, |

11.2 Budgets., Before or as soon as practical after
the effective date herecf, Operator shall prepare a budget of
estimated costs and expenses for the remainder of the calendar
year and on or before the first day of each October thersafter
shall prepare & budget of estimated costs and expenses for the
ensuing calendar year. Unless otherwise specified in the bud-
get, it shall be presumed for the purpose of advance billings
that the estimated costs and expenses for each month of an
annual period ghall be one-twelfth (1/12) of the estimate for
such period. Budgets so prepared shall be estimates only and
shall be zubject to adjustment and correction by Working Inter-
est Owners and Operator from time o time whenever it shall
appear that an adjustment or correction is proper. A cbpy of
each such budger and adjusted budget shall be promptly furnished
each Working Interest Ouwner.

11.3 Advarnice Billings. Operator shall have the right

at its option to require Working Interest Owners to advance their
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 for the
succeeding month with a request for payment in advance. Within
thirty (30) days thereafter, each Working Interest Owner shall
pay to Operator i%s proportionate part of such estimate., Ad-
justment between estimates and the actual costs shall be made

by Operator at the close of each calendar month, and the

~16-
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accounts of the Working Interest Qwners shall be adjusted accor-
dingly.

11,4 Commingling of FPunda, No funds received by

w

Operator under this agreement need be segregated by Uperator or
maintained by it as a joirt fund, but may be commingled with its
own funds,

11.5 Lien of Operateor, Each Working Interesrc Owner

grants ¢o Opevator a iilen upenm such- Working Interest Ownmer's
leasehold and other mineral interests in each tract, its inter-
est in all jointly cumed wateyrials, equipment and other property

and its interest in all Fully WUnirzized Substances, asz security

e

for payment of the costs and expenses chargeable to it, tongether
with inzereszt thereon &t the rare of s¢ix percent (6%) per anoum,
Operator shalil have the right zo bring any action at law or in
equity to enforce collecticn of such indebtedness with or withe
out foreclosure of such lien. In addition, upon default by any
Working Interest Owner in the payment of costs and expenses
chargeable to it, Operatcr shall have the right to collect and
receive from the purchaser or purchasers the proceeds of such
Working Imterest Owner's share of Fully Unitized Substances up
to the amount owing by such Working Interest Owner plus inter-
est, as aforesaid, until paid. Each such purchaser shall be
entitled to rely upon Operator's statement concerning the exis-
tence and amount of any such default.

11.6 Wells Drilled by Operator. All wells drilled by

Operator shall be drilled on a competitive contract basis at
the usual rates prevailing in the area and shall be kased upen
competitive bids for the drilling of uvot more than =iz (6)

wells under any such compevitive bid contract.

ARTICLE 12
O1L TN LEASE TANKAGE ON EFFECTIVE DATE

12,1 tauge of Merchantable 0il, Operator shall make

w17
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a proper and timely gauge of all lease and other tanks within the
Participating Area in order to ascertain the amount of merchant-
able oil in such tanks as of 7:00 a.m. on the effective date here-
of. All such oil which has been produced legally shall be and
remain the property of the Working Interest Owners entitled there-
to the same as if the unit bad not been formed; and such Working
Interest Owners shall promptly remove said oil from the Partici-
pating Area, Any such oil not So removed shall be sold by
Operator for the account of such Working Interest Owners, subject
to the payment of all royalty to Royalty Owners under the terms
and provisions of the applicable lease or leases and other con-

tracts.

ARTICLE 13
OPERATION OF NON-UNITIZED FORMATIONS

13.1 Right to Operate in Non-Unitized Formations.

Any Working Interest Owner now having, or hereafter acQuirings
the right to drill for and produce oil, gas or other minerals,
other than Fully Unitized Substances, within the Participating
Area shall have the full right to do so notwithstanding this
agreement. In exercising said right, however, such Working In-
terest Owner shall exercise every reasonable precaution to
prevent unreascnable interference with operations hereunder,
No Working Interest Owner shall produce Fully Unitized Sub-
stances through any well drilled or operated by it. If any
Working Interest Owner drills any well into or through the
Fully Unitized Formations, the Fully Unitized Formations shall
be cased and cemented or otherwise protected to the satisfac-
tion of Operator in such & manner that the Fully Unitized For-
mations and the production of Fully Unitized Substances will
not be adversely affected,

13.2 Dwal Completions. Dually completed wells will

-18~
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be handled as follows:

No well shall be dually completed to produce
from the Fully Unitized Formétions and some other
formation or formations.,

In the event that any party hereto now has
located upon any tract of land within the Parti-
cipating Area a well completed both in the Fully
Unitized Formations and in another formation,
whether for production from both, for injection in
both, or for production from one and injection into
another; then Operator, with the concurrence of
Working Interest Owners, at the request of the
working interest owner or owners committing such
tract ,may, at the sole cost, risk and expense of
such owners of said tract, continue to operate
the well in such other formation for the account
of such owners until such time as Working Interest
Owners determine that the well is required exclu-
‘sively for operations im the Fully Unitized For-
mations, at which time Operator, for the account
and at the sole risk, cost and expense cf such
owners of said tract, shall remove the tubing and
wellhead equipment relating exclusively to the
non-fully unitized formation and deliver the same
to the owners thereof, and shall seal off such
other formation. The said owners of such tract
shall indemnify Working Interest Owners against
any loss or damage occasioned by such continued
operatioq/of the well in such other formation and
the abandonment thereof, all in manner and form

satisfactory to Working Interest Owners,

-19-
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ARTICLE 14
 TTTLES

14,1 Warranty and Indemnity. Each Working Interest

Owner represents and warrants that it is the owner of the res-
pective working interests set forth opposite its name in Exhibit
C and hereby indemmifies and holds the other Working Interest
Owners harmless from any loss due to failure, in whole or in
part, of its title to amy such intersast, except failure of title
arising out of operations hereunder; provided, however, that
such indemnity shall be limited to an amount equal to the net
value that had been received from the sale of Fully Unitized
Substances attributed hereunder to the interest as to which
title failed. Each failure of titie will be effective, insofar
as this agreement 1s concerned, as of the first day cf the
calendar month in which such failure is finally determined and
there shall be no retroactive adjustment of development and
operating expenses, Fully Unitized Substances or the prbceeds

therefrom as a result of title failure.

ARTICLE 15
LIABILITY, CLAIMS AND SUILTS

15.1 Individual Liability. The duties, obligations

and liabilities of Working Interest Owners shall be several and
not joint or collective; and nothing contained herein shall ever
be construed as creating a partnership of any kind, joint ven-
ture, or an association or trust between or among Working Inter-
est Owners.

15.2 Settlements, Im the event claim is made against

any Working Interest Owner or any Working Interest Owner is sued
on account of any matter or thing arising from the development
and operation of the Participating Area and over which such

Working Interest Owner individually has mo control because of

w20
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the rights, powars and duries granted by this agrespent and che

.y

e, said Workiog loterest Owner shall

3

A reein

I3}

Supplement. .
immediately notify whe Operztor of such claim or suit, Worke
ing Interest Cwners stall assume and take owver the further
handling of such c¢laim or suit and all costz and expenses of
handling, settling or otherwize discharging such claim or sult

shall be borme by Workicg loterest Owners as any other cost or

I

expense of operating the Participating Area.

ARTICLE 16
INTERNAL REVENUE PROVISION

rnal Revepue Provision., Each Working Interest

Owner hereby elecis thar it and the operations coversd by this
agreement be excludsd frow the application of Subchapter K of
Chapter 1 of Subtitle & of the Internal Revenue Code of 1954,

ch

or such portiom or porticns thereof as the Secretary of

et
®

sy his delegate shall permit by

Treasury of the Unit
election to be excluded therefrom. Operator is hereby autho-

rized and directed to execute on behalf of each Wbrking Interest

=

Owner such additional or further evidence of szaid election as
may be required by regulations issued under said Subchapter K,

zulations reguire sach party to execute such

[}

or‘should said re

further ewvidence, sach Working Interest Owner agrees to execute:

’D
=

or join in the exscution ther

ARTICLE 17
HOTICES
17.1 Motices., ALL notices required hereunder or under
the Suppiement Wo, 5 Agreement shall be in writing and shall be
deemed to bhave been propevly served when sent by wail or tele-
gram to the address of the represzentative of each Working Inter-
est Owner as furnisbed to Operator ip accordance with Article 4

herecf.
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WITHDRAWAL OF W 25T OWNE

il Withdrawal. srikiog Inre O S0

degires, i% wmay withdraw £ by conveying,

axveanty obf titls, sither

sy O

do moft desive oo withdraw hervefvem, z2ll of the former's wisghts,

in and to

operating righios ip the Partie A, insoiar as said

in all wells,

fnjecoion sgulpwent, facilities

and other personal property used in conjuncoion with the develop-

ment And operal of the Fartici provided, that such

transfer, asa3izmeant Or CORVEVAS L1 mot velileve szid Work-

ing Intereszt Owner from any obligation new rraed

The

prior to the of the execuiion and

3

interest zo transferred, assignsd and conveyea shall be taken

and owned by the cther Workinmg Interest Owners in propertion to

their respan

execution and dslivery of such ktrapsfer, assignment or convey-
ance, the witadrawing Working Taterezt Owner shall be relieved
from all further cbligationsg and liability hereunder and under
said Suppiewment No. I Agreemernt; and the right of such Working
Interest Owner to apy benefits subseguently aceruing hereunder
and undey said Supplement No., 5 Agreewment shall cease; provided,
that upon delivery of szaid tramsfer, assignment or conveyance,
the assignees, in the ravio of the respective interests so ac-

quired, shail pay to the

Jjointly cwned sguipmern other perscnal property

the fair

and Tixed by Work-

ing Incerast Owners,

Sy IS
A
s S
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ARTICLE 19

ABANDONMENT OF WELLS

-

195.1 Rights of Former Owners. If Working Interest

Owners decide to permanently abandon any well wichin the Parti-
cipating Area priox to termination of the Supplement No. 3 Agreeé
ment , Operator shall give written notice of such fact teo the
Working Interest Owners of the tract on which such wsll is loca-
ted and said Working Interest Cwners shall have the right ana
option for a period of uninety {(30) days afrer receipt of such
notice to morify Operator of their election to take over and
own said well and to deepen or plug back said well to a for-
mation other than the Fully Unitized Formatioms. Within ten
(10) days after sala Working Interest Owners have so notified
Operator of their desire to take ovexr such well, they skall pay
to Operator, for wvredif to the joint account of the Working In-
terest Owners, the amount as estimated and fixed by Working In-
terest Owners to bte rhe net salvage value of the caszing and
equipment in and on said well. At the same time the Working
Interest Owners taking over the well shall agree by letter
addressed teo Operatcr to effectively seal off and protect the
Fully Unitized Formations, and at such time as the well is
ready for abandonment to plug and abandon the well in a work-
manlike manner in accordance with applicable laws.

19.2 Plupging. In the event the Working Interest
Owners of a tract do not elect to take over a well located
thereon which is proposed for abandonment, Operator shall plug

and abandon the well in accordance with applicable laws,

ARTICLE 20
EFFECTIVE DATE AND TERM

20.1 Effective Date. This agreement shall become

effective on the date and at the tiwe the Supplement Mo, 5

Agreement becomes effective,

w23
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20.2 Term. This agreement sball continue in full
force and effect so long as the Supplement No. 5 Agreement re-
mains in force and effect and thereafter until all wells have
been abandoned and plugged or turned over to Working Interest
Owners in accordance with Article 21 hereof;, and all personal
and real property acquired for the joint account of Working
Interest Owners has been disposed of by Operator in accordance

with instructions of Working Interest Owners.,

ARTICLE 21
ABANDONMENT OF OPERATIONS

21.1 Termination. Upon termination of the Supplement

No. 5 Agreement, the following will occur:

2L.1.1 0il and Gas Rightsa Possession of all

0il and Gas Rights in and to the several separate
tracts shall revert to the Working Interest Owners
thereof.

21.1.2 Right to Operate, Working Interest

Owners of any such tract desiring to take over and

continue to operate a well or wells located thereon
may do so by paying Operator, for the credit of the
joint account, the net salvage value of the casing

and equipment in and on the well and by agreeing to
properly plug the well at such time as it is aban-

doned,

21.1.3 Salvaging Wells. With respect to all

wells not taken over by Working Interest Owners,
Operator shall at the joint expense of Working In-
terest Owners salvage as much of the casing and
equipment. in or on such wells as can economically
and reasonably be salvaged and shall cause the same

to be properly plugged and abandoned,

Dy
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21.1.4 Cost of Salvaging. Wbrking Interest

Owners shall share the cost of salvaging, liguida-
tion or other distribution of assets and properties
used in the devélopment and operation of the Parti-
cipating Area in proportion o their respective

Participating Area Participations.

ARTICLE 22
COUNTERPART EXECUTION

22.1 Execution by Separate Counterparts or Ratifi-

cations. This agreement may be executed in any number of counter-
parts and each counterpart so executed shall have the same force
and effect as an original instrument and as if all of the parties
to the aggregate counterparts had signed the same instrument; or
may be ratified by a separate instrument in writing referring to
this agreement. Each such ratification shall have the force and
effect of an executed counterpart and of adopting by réference

all of the provisions hereof.

ARTICLE 23
SUCCESSORS AND ASSIGNS

23.1 Successors and Asgigns. The terms and provisions

heréof shall be covemants running with the lands and leases
covered hereby and shall be binding upon and inure to the bene-
fit of the respective heirs, successors and assigns of the
parties hereto; provided that if more than four persons succeed
to the interest of any party hereto, then such parties shall
nominate one of their number to receive all notices and to take

all action hereunder which they can take.

IN WITNESS WHEREOF, the parties hereto have executed

this agreement upon the respective dates indicated opposite

L
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it APRPRAVLG

their respective signatures.
-",‘;{.wm broen, -
= “, CONTFYENT MPANY/
i 3 ’ Lt
Bl . s T AT(ARREY
LNy i Atuorney in Fact

Ope ator and Working Interest Owner

CARPER DRILLING COMPANY, INC

. 7
) e
By é"/r;g";t—l/j—ﬁ -@Q»rp.ﬂ/
its. /Btanley Carper, President

\ \'0 -
R 4 ’h
.9-29 > ';/’ [,Dg%/hx/a[f
Working Interest Owner

T H
‘3n E 5 1067
T TOCTE /77/%4{’/ //ﬁm
Date: 4§k2$;£g,/94;/¢éﬂy/ ngggé; Interest Owner
DRILLING AND EXPLORATION COMPANY,INC.

~
By <~ Maﬂm/

Ifo .,;5 "‘ olbarte
Working Interest Owner

1262

% frhompeon
a7 00T 9

FAIR N & N TRUST

By ﬁ v 2l /;/Z/Mé/

Date: ocT 2 1962 Trustee
Working Interest Owner

FAIR OILMCOMPANY
By ﬁ}?L;?v

Working Interest Owner
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0Ct 2

Date:

Date:

Date: 80T 5 1982

oD
s

Date: Q€T 5 1362

Date:

Date:

Ty

Y A /"]

A
4 LT
1%54%;;5?%77547<6¢M¢~¢ﬂ

R. W. FAIR
Woklting Interest Owner

Ji P. PIERCE
Working Interest Owner

7{%///@@90 Seovn

I3

y e
VIRGIN S and MARY JO VAN-
DIVER

Individually 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

By k&ﬁiA_Ki i ann
~JACK B, SHAW, their
\éégorneyﬁin=Fact
Working Interest Owners

a ’7 '
%__244/4/@4[/ ‘l/ﬂfm L A

JEWELL SMITH
L/ Working Interest Owner.

Y. o
AQZ%;Ekx_“Zg &//:ZrcziZéxﬂ
LEON C. SMITH

Working Interest Owner
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STATE OF TEXAS % sccx oE1 iz 821
COUNTY OF TARRANT

Kgﬁmﬁmam&; (The foregoing instrument was acknowledged before me
Pl day of celalwes , 1962, by JOHN ,
Qyi’n Fact Tor CONITINENIAL OIL COMPANY a DeI&ﬁﬁEERcorporm
QR behalf of said corporation,

4 O
T 3
LR 2N ,
._':~ : @ﬁ(%g/b‘{ A’U%‘ZMW
My OmﬁiSSlon Expires: Notary Piblic, Tarrant County,
)rCF“ 6“1 °3 Texas.
{“14.; nrnnnu“ ;,'

LU NPT

state o YLD YKL
COUNTY OF & 3 XN~ |

IS The foregoing instrument was acknowledged before me
ﬁ‘€ %, . day of Sla A, 1962, by Franley Carpe ; 5
Q“ﬁ‘v“*‘ 7l GF CARPER DRILLING COMP f INC., a
RS 3 WO corporation, on behalf of said Porporatlon
;:‘;Q.p, f@/@}«uj—.—:ﬁ'zﬁ "@
Lg_ g%&mlsgﬁen Explres Notary Public, _ -5:44 7
", __,9_” f’&\ "r ‘JD (o2 County, Mo YWedyrm e

STATE OF 720/5[,4 X
G 'I‘Y OF j(tu.sz,at,z..x/L/

e foregoing instrument was acknowledged before me
day of (Do /g e , 1962, by ZULA COCKBURN,

/é/s»«~u44«4//2?22§é£64

Notary Pu

coeney. 1?;7‘3 _m%adﬁgz»_{__

STATE OF _ Jetln,/ I
COUNTY OF Dolln.’
o The foregoing instrument was acknowledged before me

day of W/ » 1962, by ® i Hcberis, jr, Vics President

oF DRILLING AND EXD ORATION COMPANY,
corporatiocn, on behalf of said corporation°

Notary Public, On x>
County, s

Y.
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STATE OF \jW

COUNTY OF

he foregoing ins

trument was acknowledged before me
dav Ot W , 1262, by -
8 );Expstge of FAIR N & N TRUST.
N N P ’,;"yé
s o4 I Ty T
.;..“ ’;,.‘/ 8 3\7.‘ W AN T /2[)7L LM
énz"‘:“yk@' ommission Expires: Notary Pgb11n9 P S
L% {, . ‘4#“*( MJ IR L County, N
' A T T \u o
s ‘7), Y . Lo
s*iﬁ l""‘ilf;\l“‘\
i o
STATE OF o o’ i
COUNTY OF _& o ok

P The foregoing instrument was acknowledged before me
'Zmﬁtfhié“x & day of act.

, 1962, by
of FAIR OIL COMPANX NN
f&omg on behalf of said corporation.
DY A DA s AMJ/;/
ion Expires: Notary Piblic, o, . -+
erf .. L P03 County, it

STATE OF Jp swo’

COUNTY OF _K

3.1'

The foregoing instrument was acknowledged before me
A«wthis_ ég __day of Ao . , 1962, by R. W. FAIR.

DY AT 0 D . /'-ﬁ/f/
NOLary Pubchg

County, - \~j-’ﬁ/f&4’a/

"t

"'ro;y|'|\\\‘

TE OF _ Tlyp < i
COUNTY OF __z 44 o » 4t [

The foregoing instrument was acknowledged before me
this j/“/‘ day of Aol is 1962, by J. P, PIERCE.

"1 )Z ‘\A {“’f/ L "‘-/ 'KQ—/%C /(/W
sion Expires: Notary Public, < Z 1o L.
-G County, L Al e

~29.




STATE OF _ Y] Ly JW Lé
COUNTY OF ‘
The f@regonng inpstxument was acknowl@dged before we
, 1962, by VIRGINIA SEARS and
y and in the capacities therein

/g/w/d‘ fj Jgﬁzw

Notary Public, T ey
CountYJ L(f',{ I VPi\JfJ (.L()

' STATE OF

COUNTY OF 1
instrument was acknowledged before me
, 1962, by JACK B, SHAW, as

ARY KATHERINE FOWLES , CHARLOTTE
““yl'

this _ C 7
Attorney-in-Fact on behal M
WOODS RUNYAN, EMILY KATHERINE FLINT BOYD, ROSEMARY FLINT, and

VIRGINIA WOODS SHAW

{‘9‘?"?‘7!'»}
T

SN
;". ETIN
\C)E§ﬁnomﬁxssiom Expires:
-)k(—&.é(\’r_” 1504

iﬁ. ‘tzi;k@/ X
COUNTY OF _Z2rowat ]
The foregomng instrument was acknowledged before me
, 1962, by JEWELL SMITH.

thls St day of (U, A, 1

“Notary BUbLIC)  wZoons
County, A,

B
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STATE OF \WZ6¢A/L/ ¥
The foregoing instrument was acknowledged before me
, 1962, by LEON C. SMITH,

COUNTY OF
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this 3 ““day of
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'ﬁbtafy Public,
County, _ ZeZaw .
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EXHIBIT "C"
TO
GRAYBURG-SAN ANDRES OPERATING AGREEMENT
DATED AS OF JULY 1, 1962

UNIT PARTICIPATION

Tract ‘lorking Interest Unit
No Working Interest Owner In Tract Participatios
1 Continental 0il Company 100% 0.350000°
2 Continental 0il Company 100% 8.474890
3-x-1 Continental 0il Company 100% 11.657459
3-x~2 Continental 0il Company 100% 0.197562
5 Carper Drilling Company, Inc. 100% 8.690039
6-x-1 Carper Drilling Company, Inc. 100% 7.293779
6-x-2 Carper Drilling Company, Inc. 100% 0.066182
7 Continental 0il Company 100% 11.195594
8-x Continental 0il Company 100% 4.680417
9 Drilling and Exploration Com-

pany, Inc. 100% 0.700000

10-B ° Continental 0il Company 100% 0.250629

11 Continental 0il Company 100% 19.847123

12 Fair NN Trust 75% 1.059220

Fair 0il Company 25% 0.353073

14 Fair 0il Company 66.67% 0.478297

R. W. Fair 33.33% 0.239148
15-x Fair 0il Company 66.67% 0.185927
_ R. W. Fair 33.33% 0.092964

17-x Continental 0il Company 100% 0.172795

18 Continental 0il Company 100% 0.572727

19-x Continental 0il Company 100% 5.874647

20 Continental 0il Company 100% 2.204034

21-x Continental 0il Company 100% 1.371455

22-x Virginia Sears and Mary Jo Van- ,

diver, 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

23-x Continental 0il Company 100% 0.248794

24-x Continental 0il Company 100% 2.478006

25 Continental 0il Company 100% 0.624604

27 Virginia Woods Shaw 25% 0.364931

Charlotte Woods Runyon 25% 0.364932
Emily Katherine Flint Boyd 12.5% 0.182465
Rosemary Flint 12.5% 0.182466
Mary Katherine Fowles 25%. 0.364932
28 Virginia Woods Shaw 25% 0.335069
Charlotte Woods Runyon 25% 0.3350068
Enily Katherine Flint Boyd 12.5% 0.167535
Rosemary Flint 12.5% 0.167534
Mary Katherine Fowles 25%. 0.335068

29-x Continental 0il Company 100% 1.352261

32 Continental 0il Company 100% 0.664147

34 Fair N&N Trust 75% 0.743528

Fair 0il Company 25% 0.247843

39-x-1 Continental 0il Company 100% 0.466529

39-x-2 Continental Oil Company 100% 1.022878

41-x Continental 0il Company 100% 0.412930

42 Continental 0il Company 100% 0.530519
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Total Unit Parti-

Unit
Working Interest Tract Participation cipation of Each
Quner No By Tracts Working Int., Owner
Carper Drilling Comﬁany,
Inc. 5 8,690039
6-x-1 7.293779
6-x-2 0.066182 16.050000
Zula Cockburn 22-x 1.200000 1.200000
Continental 0il Company 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 1.622878
41-x 0.412930
42 0.530519 74.650000
Drilling amd Exploration
Company, Inmc. 9 0.700060 0.700000
R. W, Fair 14 0.239148
15-x 0.092%64 0.332112
Fair 0il Company 12 0.353073
14 0.478297
15-x 0.185927
34 0.247843 1.265140
Fair N&N Trust 12 1.059220
: 34 0.743528 1.802748
Mary Katherine Fowles 27 0.364932
28 0.335068 0.700000
J. P, Pierce A 22-x 0.400000 0.400000
Emily Katherine Flint Boyd 27 0.182465
28 0.167535 0.350000
Rosemary Flint 27 0.182466 _
28 0.167534 0.350000
Charlotte Woods Runyon 27 G.364932
28 0.335068 0.700000

i~
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Unit Total Unit Parti
Working Interest Tract Participation  cipation of Each
Ownex No. By Tracts Working Int, Owner

Virginia Woods Shaw 27 0.364931

A 28 0.335069 0.700000
Jewell Smith 22-x 0.300000 0.300000
Leon C. Smith 22-%: 0.100000 0.100000
Virginia Sears and Mary Jo
Vandiver, Co-executrixes 22-x 0.400000 0.400000
UNIT TOTAL 100.000000

~iii-
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Attached to and made a part of Grayburg-San
Andres Operating Agreement Appurtenant to
Supplemental and Amendatory Agreement to
Malja?ar Cooperative Agreement (Supplement
No. 5

ACCOUNTING PROCEDURE
I, GENERAL PROVISIONS

Definitions )

"Joint property" as herein used shall be construed toc mean the
subject area covered by the agreement to which this "Accounting
Procedure" is attached. '

"Operator" as herein used shall be construed to mean the party
designated to conduct the development and operation of the sub-
ject area for the Joint account of the parties hereto.
"Non-Operator" as herein used shall be construed to mean any one
or more of the non-operating parties.

Statements and Billings

Operator shall bill Non-Operator on or before the last day of
each month for its proportionate share of costs and expenditures
during the preceding month. Such bills will be accompanied by
statements, reflecting the total costs and charges as set forth

.under Subparagraph "C" below:

A. Statement in detail of all charges and credits to the Joint
account.

B. Statement of all charges and credits to the Joint account,
summarized by appropriate classifications indicative of the
nature thereof,

C., Statements as follows:

(1) Detailed statement of material ordinarily considered
controllable by operators of oil and gas properties;

(2) Statement of ordinary charges and credits to the joint
account summarized by appropriate classifications
indicative of the nature thereof; and

(3) Detalled statement of any other charges and credits.

Payments by Non-Operator

Each party shall pay its proportion of all such bills within
thirty (30) days after receipt thereof. If payment is not made
within such time, the unpaid balance shall bear interest from

and after such 30-day period at the rate of six per cent (6%)
per annum until paid.

Adjustments

Payment of any such bills shall not prejudice the right of Non-
Operator to protest or question the correctness thereof. Subject
to the exception noted in Paragraph 5 of this section I, all
statements rendered to Non-Operator by Operator during any
calendar year shall conclusively be presumed to be true and
correct after twenty-four (24) months following the end of any
such calendar year, unless within the said twenty-four (24)

month period Non-Operator takes written exception thereto and
makes claim on Operator for adjustment. Failure on the part .of
Non-Operator to make claim on Operator for adjustment within
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such period shall esbablish the correctness thereof and preclude
the filing of exceptions thereto or making of claims for adjust-
ment thereon. The provisions of this paragraph shall not prevent
adjustments resulting from physical inventory of property as
provided for in Section VI, Inventories, hereof.

Audits

A Non-Operator, upon notice in writing tn Operator and all other
Non-Operators, shall have the right to audit Operator's accounts
and records relating to the accounting hereunder for any calendar
year within the twenty-four (24) month period following the end
of such calendar year, provided, however, that Non-Operator must
take written exception to and make claim upon the Operator for
all discrepancies disclosed by said audit within sald twenty-
four (24) month period, Where there are two or more Non-Operator:
the Non-Operators shall make every reasonable effort to conduct
joint or simultaneous audits in a manner which will result in a
minimum of inconvenience to the Operator,

II. DEVELOPMENT AND OPERATING CHARGES

Subject to limitations hereinafter prezcribed, Operator shall
charge the Jjoint account with the following 1tems:

Rentals and Royalties

Delay or other rentals, when such rentals are paid by Operatcr for
the Jjoint account; royalties, when not paid directly to royalty

- owners by the purchaser of the oil, gas, casinghead gas, o

other products.
Labor

A, BSalaries and wages of Operator's employees directly engaged
on the Jjoint property in the development, maintenance, and
operaticn thereof, including salaries or wages paid to
geologists and other employees who are temporarily assigned
to and directly employed on a drilling well.

B. Operator's cost of holiday, vacation, sickness and disability
benefits, and other customary allowances applicable to the
salaries and wages chargeable under Subparagraph 2 A and
Paragraph 11 of this Section II., Coste under this Subparagraj
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 this
Section II. If percentage assescment is used, the rate shall
be based on the Operator's cost experience.

C. Costs of expenditures or contributions made pursuant to
asseasments 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 this Section II.

Employee Benefits

Operator's current cost of established plans for employees'

group life insurance, hospitalization, pension, retirement, stock
purchase, thrift, bonus and other benefit plans of a like nature,
applicable to Operator's labor cost, provided that the total of
such charges shall not exceed ten and one-half per cent (10 1/2%)
of Operator's labor costs as provided in Subparagraphs A and B

of Paragraph 2 of this Section II and in Paragraph 11 of this
Section II.
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Material

Material, equipment, and supplies purchased or furn?shed by
Operator for use of the joint property, So far as it is reasqnabl
practical and consistent with efflcient and economical operaplon,
only such material shall be purchased for or transferred to the
joint property as may be required for immediate use; and the
accumulation of surplus stocks shall be avoilded.

Transportation

Transportation of employees, equlpment, material, and suppliles
necessary for the development, maintenance, and operation of the
Joint property subject to the following limications:

A, If material is moved to the Joint proverty from vendor's or
from the Operator's warehouse or other properties, no charge
shall be made to the joint account fcr a distance greater
than the distance from the nearest resliiable supply store or
railway receiving point where such material is available,
except by special agreement wiil: Neun-Operator.

B, If surplus material is moved to Operstor's warehouse or other
storage point, no charge shall be made to the Jjoint account
for a distance greater than the distance from the nearest
reliable supply store or railway receiving point, except by
special agreement with Non-Operator. No charge shall be made
to the Joint account for moving material to other properties
belonging to Operator, except by special agreement with
Non-~Operator.

Service

A, Outside Services: ‘
The cost of contract services and utilities procured from
outside sources,

B, Use of Operator's Equipment and Facilities:
Use of and service by Operator's exclusively owned equipment
and facilities as provided in Paragraph 5 of Section III
entitled "Operator's Exclusively Owned Facilities'.

Damages and Losses to Joint Property and Equipment

All costs or expenses necessary to replace or repair damages or
losses incurred by fire, flood, storm, theft, accident, or any
other cause not controllable by Operator through the exercise

of reasonable diligence. Operator shall furnish Non-Operator
written notice of damages or losses incurred as soon as practicable
after report of the same has been received by Operator.

Litigation Expense

'All costs and expenses of litigation, or legal services otherwise

necessary or expedient for the protection of the joint interests,
including attorneys' fees and expenses as hereinafter provided,
together with all Jjudgments obtained against the parties or any
of them on account of the Joint operations under this agreement,
and actual expenses incurred by any party or parties hereto in
securing evidence for the purpose of defending against any
action or claim prosecuted or urged against the Joint account

or the subject matter of this agreement.

A, If a majority of the interests hereunder shall so agree,
actions or claims affecting the Joint interests hereunder
may be handled by the legal staff 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 Joint account; but no such charge shall be made

until approved by the legal departments of or attorneys for
the respective parties hereto,.

-3 -
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B. Fees and éxpenses of outside attorneys shall not.be.charéed
to the joint account unless authorized by the majority o1
the interests hereunder,

9. TaXes

All taxes of every kind and nature assessed or levied upon or
in connection with the properties which are the subject of this
agreement, the production therefrom or the operation thereof,
and which taxes have been paid by the Operator for the benefit
of the parties hereto.

10. Insurance and Ciaims

A. Premiums paid for insurance required to be carried for the
_ benefit of the joint account, together with all expenditures
incurred and paid in settlement of any and all losses, .
¢laims, damages, Judgments, and other expenses, ilncluding
legal services, not recovered from insurance carrier.

B. IJf no insurance is required to be carried, all actual ex-
penditures incurred and paid by Operator in settlement of
any and all losses, claims, damages, Jjudgments, and any
other expenses, including legal services, shall be charged
to the Jjoint account.

11. District 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 Joint
property and other properties of the Operator in the same
.operating area, whose time is not allocated directly to the
properties, and a pro rata portion of the cost of maintaining
and operating a production office known as Operator's District
office located at or near Hobbs, New Mexico (or a comparable _
office if location changed), and necessary suboffices (if any},
maintained for the convenience of the above-described office,
and all necessary camps, including housing facilities for
employees if required, used in the conduct of the operations on
the Jjoint property and other properties operated in the same
locality. The expense of, less any revenue from, these facilities
should be inclusive of depreciaticn or a fair monthly rental in
lieu of depreciation on the investment. Such charges shall be
apportioned to all properties served cn some eguitable basis
consistent with Operator's accounting practice.

Charges under this Paragraph 11 of Section iI, together with

the charges contemplated by Paragraph 2-A of this Section II

and the charges contemplated by Paragraphs 2-B, 2-C, 3 and 5

of this Section II 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 drilling foremen and the wages or salaries there-
of , where such wages or salaries are charged under said Para-
graph 2-A, shall all collectively not exceed an amount equal to
$75.00 per well per month times the number of wells used in
connection with overhead charges as set out under Paragraph

12-B of this Section II; 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

in the maximum charge may be determined by a vote of working
interest owners on the basis provided in Article 4.3.2 of the
agreement to which this instrument 1s an exhibit.

12. Administrative Overhead

Operator shall have the right to assess against the joint property
covered hereby the following management and administrative
overhead charges, which shall be in liew of all expenses of all
offices of the Operator not covered by Section II, Paragraph 11,
above, including salaries and expenses of personnel assigned to

-4 -
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such offices, except that salaries of geologists and other
employees of Operatof who are temporarily assigned to and directly
serving on the joint property will be charged as provided 1n
Section II, Paragraph 2, above. Salaries and expenses of other
technical employees assigned to such offices will be considered

as covered by overhead charges in this paragraph unless charges
for such salaries and expenses are agreed upon between Operator
and Non-Operator as a direct charge to the joint property.

WELL BASIS (Rate Per Well Per Month)
PRODUCING WELL RATE

Drilling Well (Use Completion Depth)
Rate All Wells
Well Depth Each Well First Five Next Five Over Ten
0 to 5,000 feet $250,00 $20.00 $20.00 $20.00

A. Overhead charges for drilling wells shall begin on the date
each well is spudded and terminate when it is on production
or is plugged, as the case may be, except that no charge
shall be made during the suspension cf drilling operations
for fifteen (15) or more consecutive days,

B. In connection with overhead charges, the status of wells
shall be as follows:

(1) Injection wells for recovery operations, such as for
repressure or water flood, shall be included in the
overhead schedule the same as producing oil wells.

(2) Water supply wells utilized for water flooding operations
shall be included in the overhead schedule the same as
producing oll wells,

(3) Producing gas wells shall be included in the overhead
schedule the same as precducing oil wells,

(4) Wells permanently shut down but on which plugging
operations are cdeferred shall be dropped from the over-
head schedule at the time the shutdown is effected.
When such wells are plugged, overhead shall be charged
at the producing well rate during the time required for
the plugging operation.

(5) Wells being piuzged back, drilled deeper, workover
when drilling rig is required, or converted to a source
or input well shall be included in the overhead schedule
the same as drilling wells.

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

(7) Wells completed in dual or multiple horizons shall be
considered as two wells in the producing overhead schedule

(8) Lease salt water disposal wells shall not be included in
the overhead schedule unless such wells are used in a
secondary recovery program on the Jjoint property.

C. The above overhead schedule for producing wells shall be
applied to the total number of wells operated under the
Operating Agreement to which this accounting procedure 1is
attached, irrespective of individual leases.

- 5 -
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13.

14,

( C

D. It is specifically understood that the above overhead rates
apply only to drilling and producing operations and are not
intended to cover the construction or operation of additional
facilities such as, but not limited to, gasoline plantg,
compressor plants, repressuring projects, salt water disposal
facilities, and similar installations. If at any time any or
all of these become necessary to the operation, a separate
agreement will be reached relative to an overhead charge and
allocation of district expense.

E. The above specific overhead rates may be amended from_time to
time by agreement between Operator and Non-Operator, if,
in practice, they are found to be insufficient or excessive.

Operator's Fully Owned Warehouse Operating and Maintenance Expen;e
(Desceribe fully the agreed procedure to be followed by the Operato:

None, except as included in District Expense,
Other Expenditures

Any expenditure, other than expenditures which are covered and
dealt with by the foregoing provisions of this Section II, incurre:
by the Operator for the necessary and proper development, maint-
enance, and operation of the joint property.

III. BASIS OF CHARGES TO JOINT ACCOQUNT
Purchases

Material and equipment purchased and service procured shall be
charged at price pald by Operator after deduction of all discounts
actually received.

Material Purnished by Operator

Material required for operations shall be purchased for direct
charge to Joint account whenever practicable, except that Operator
may furnish such material from Operator's stocks under the follow.
ing conditions: '

A, New Material (Condition "A")

(1) New material transferred from Operator's warehouse or
other properties shall bte 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 will
include material such as tanks, pumping units, sucker
rods, engines, and other major equipment. Tubular goods,
two-inch (2") and over, shall be priced on carlocad basis'
effective at date of transfer and f,o0.b. railway receiv-
ing point nearest the Jjoint account operation, regardless
of quantity transferred.

(2) Other material shall be priced on basis of a reputable
supply company's preferential price list effective at
date of transfer and f.o.b. the store or railway receiv-
ing point nearest the Joint account operation where such
material is available.

(3) Cash discount shall not be allowed,
B. Used Material (Condition "B" and "C")
(1) Material which is in sound and serviceable condition
and is suitable for reuse without reconditioning shall

be classed as Condition "B" and priced at seventy-five
per cent (75%) of new price.

-6 -
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(2) Material which cannot be classified as Conditlon "B"
but which,

(a) After reconditioning will be further serviceable for
original function as good secondhand material
(Condition "8"), or

(b) 1Is serviceable for original function but substan-
tially not suitable for reconditioning, shall be
classed as Condition "C" and priced at fifty per
cent (50%) of new price.

(3) Material which cannot be classified as Condition "B"
or Condition "C" shall be priced at a value commnensurate
with its use,.

(4) Tanks, buildings, and other equipment involving erection
costs shall be charged at applicable percentage of
knocked-down new price,

Premium Prices

Whenever materials and equipment are not readily obtainable at

the customary supply point and at prices specifiec in Faragraphs

1 and 2 of this Section III because of national emergencies,
Strikes or other unusual causes over which the Operator has no
control, the Operatecr may charge the Jjoint account for the require
materials on the basis of the Operasor's dire«t cost and expense
incurred in procuring such materials, in making it suitable for
use, and in moving it to the location, providsd, hcwever, that
notice in writing is furnished to Non-Crerator of the proposed
charge prior to billing the Non-Opevator for the material and/br
equipment acquired pursuvant to this provision, whereupcn Non-
Operator shall have the right, by so electing and notifying
Operator within 10 days after receiving notice from the Operator,
to furnish in kind, or in tonnage as the parties may agree, at

the location, nearest railway receiving point, or Operatcr's
storage point within a comparable distance, @ll oxr part of his
share of material and/bx eguipment suitable for uss and acceviable
to the Operator. Transportation costs on any zuch material
furnished by Non-Operator, at any point other than at the location
shall be borne by such Non-Operator. If, pursuant to the provisio:
of this paragraph, any Non-Operator furnishes material and/or
equipment in kind, the Operator shall make appropriate credits
therefor to the account of said Non-Operator.

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 in case of
defective material, credit shall not be paszed until adjustment

has been received by Operator from the manufacturers or their
agents.

Operator's Exclusively Owned Facilities

The following rates shall apply to service rendered to the Jjoint
account by facilities owned exclusively by Operator:

A. Water, fuel, power, compressor and other auxiliary services
at rates commensurate with cost of providing and furnishing
such service to the Joint account but not exceeding rates

currently prevailing in the field where the joint property
is located.

B. Automotive equipment at rates commensurate with cost of
ownership and operation. Such rates should generally be in
line with the schedule of rates adopted by the Petroleum
Motor Transport. Association, or some other recognized organi-
zation, as recommended uniform charges against joint account
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operations and revised from time to time. Automotive rates
shall include cost of oil, gas, repairs, insurance, and other
operating expense and depreciation; and charges shall.be

based on use in actual service on, or in connection with, the
Joint account operations, Truck and tractor rates may 1lnclude
wages and expenses of driver,

C. A fair rate shall be charged for the use of drilling and
cleaning-out tools and any other items of Operator's fully
owned machinery or equipment which shall be ample to cover
maintenance, repairs, depreciation, and the service furnished
the joint property; provided that such charges shall not
exceed those currently prevailing in the field wherc the
joint property is located. Pulling units shall be charged
at hourly rates commensurate with the cozv of cwnerszhip and
operation, which ghall include repairs arnl mainvenance,
operating supplies, insurance, depreciation, aad taxes,
Pulling unit rates may include wages anc¢ expenses of the
operater.

D, A fair rate shall be charged for labhoratory scrvices performed
by Operaztor for the benefit of the Joint accouns, such as '
gas, water, core, and any other analyses znd tepsis; provided
such charg=ss shall not exceed those currently prevailing 1if
performed Dy outside service laboratories,

E. Whenever r=2guested, Operator shall inform Nou.--Uperator in ad-
vance of the rates 1t proposes $0o charge,

P, Rates shall be revisged and adjusted from f{ime o time when
found to be eilther excessive or insufficient,

IV, DISPOSAL OF LEASE EQUIPMENT AND MATERIAL

The Operator shall be under no obligaticn to purchase infterest
of Non-Operator in surplus new or secondhand material. The
disposition of majer items of surplus material, such as darricks,
tanks, engines, pumzing units, and tubular gcods, shall be sub-
Ject to mutual determination by the parties hereto; provided
Operator shall have the right to dispose of iormal accumulaticns
of junk and scrap material either by transfer or sale from

the Joint property.

Material Purchased by the Operator or Necn-Operator

Material purchased by either the Operator or Non-Operator shall
be credited by the Operator to the joint account for the month
in which the material is removed by the purchaser.

Division in Kind

Division of material in kind, if made between Cperator and Non-
Operator, shall be in prcportion to their rezsvective interests
In such material, Each party will thereupon be charged individ-
ually with the value of the material received or receivable by
each party, and corresponding credits will be made by the
Operator to the Jjoint account, Such credits shall appear in the
monthly statement of operations. :

Sales to Outsiders

Sales to outsiders of material from the joint property shall be
credited by Operator to the Joint account at the net amount
collected by Operator from vendee., Any claims by vendee for
defective material or otherwise shall be charged back to the
Joint account if and when paid by Operator,
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V. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT

Material purchased by either Operator or Non-Operator or divided
in kind, unless otherwise agreed, shall be valued on the follow-
ing basis:

New Price Defined

New price as used in the following paragraphs shall have the same
meaning and applicatlon as that used above in Section III, "Basis
of Charges to Joint Account".

New Material

New material (Condition "A"), being new material procured for the
Joint account but never used thereon, at one hundred per cent
(100%) of current new price (plus sales tax if any).

Good Used Material

Good used material (Condition "B"), being used material in scund
and serviceable condition, suitable for reuse without recondition-
ing: .

A. At seventy-five per cent (75%) of current new price if
material was charged to Joint account as new, or

B. At sixty-five per cent (65%) of current new price if material
was originally charged to the Jjoint property as secondhand
at seventy-five per cent (75%) of new price.

Other Used Material

Used material (Condition "C"), at fifty per cent (50%) of current
new price, being used material which:

A. Affter reconditioning will be further serviceable for original
function as good secondhand material (Condition "B"), or

B. 1Is serviceable for original function but substantially not
suitable for reconditioning. ’

Bad-Order Material

Material and equipment (Condition "D"), which is no longer usable
for its original purpose without excessive repair cost but is
further usable for some other purpose, shall be priced on a

basis comparable with that of 1tems normally used for that purpose.

Junk

Junk (Condition "E"), being obsolete and scrap material, at
prevailing prices,

Temporarily Used Material

When the use of material is temporary and i1ts service to the

Joint account does not justify the reduction in price as provided
in Paragraph 3 B, above, such material shall be priced on a basis
that will leave a net charge to the Joint account consistent with

- the value of the service rendered.

VI, INVENTORIES
Periodic Inventories, Notice and Representation
At reasonable intervals, inventories shall be taken by Operator

of the Jjoint account material, which shall inclucde all such

material as is crdinarily considered controllable by operators
of 01l and gas properties,

-9 -
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Written notice of intention to take inventory shall be given by
Operator at least thirty (30) days before any inventory is to
begin so that Non-Operator may be represented when any inventory
is taken.

Failure of Non-Operator to be represented at an inventory shall
bind Non-Operator to accept the inventory taken by Operator, who
shall in that event furnish Non-Operator with a copy thereof.

2. Reconciliation and AdJustment of Inventories

Reconciliation of inventory with charges to the Jjoint account
shall be made by each party at interest, and a list of overages
and shortages shall be jointly determined by Operator and Non-
Operator.

Inventory adJustments shall be made by Operator with the joint
account for overages and shortages, but Operator shall be held
accountable to Non-Operator only for shortages due to lack of
reasonable diligence.

3. Special Inventories

Special inventories may be taken, at the expense of the purchaser,
whenever there 1s any sale or change of interest in the Jjoint
property; and it shall be the duty of the party selling to notify.
all other parties hereto as quickly as possible after the trans-
fer of interest takes place, In such cases, both the seller and
the purchaser shall be represented and shall be governed by the
inventory so taken.

- 10 -
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Attached to and made a part of Grayburg-San
Andres Operating Agreement Appurtenant to
Supplemental and Amendatory Agreement to
Malja?ar Cooperative Agreement (Supplement
No. 5

INSURANCE PROVISIONS

Operator shall carry insurance as follows for the protection
of the parties to this agreement:

A, Insurance which shall comply with the applicable workmen's
compensation and occupational disease laws, Coverage
"B" (employers! liability) limits shall be not less than
$25,000 per employee.

B, Comprehensive general public liability insurance with
bodily injury limits of not less than $100,000 for one
person and $200,000 for two or more persons in any one
accident and a property damage limit of not less than
$25,000 for any one accident,

C., Automobile public liability insurance with bodiliy injury
limits of not less than $100,000 for any one person and
$200,000 for two or more persons in any one accident and
a property damage limit of not less than $25,000 for any
one accident.

Operator shall not carry physical damage insurance on Jjointly
owned property for the benefit of the parties hereto, 1t being
understood that each partner will protect its own interest in
such properties and assume its portion of any loss that occurs.
Operator shall, however, promptly notify non-operators in writing
of all losses involving damage to Jjointly owned properties in
excess of $100.

Operator shall require all contractors engaged in operations
under this agreement to comply with the applicable workmen's
compensation and occupational disease laws and to maintain such
other insurance as the operator deems necessary.

STATE OF MEW MEXICG
COUNTY OF LEA
FiLE
MAY 19 1948
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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 for hearing at 9 a.m. on February 4, 1970,
at Santa Fe, New Mexico, before Examiner Daniel 5. Nutter.

NOW, on this__ 9th - day of February, 1970, the Commission, a
quorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and being fully advised
in the premises,

FINDS:

(1) That due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the subject
matter thereof.

(2) That the applicant, Continental Oil Company, as opera-
tor of the MCA Unit approved by Commission Order No. R-2403, seeks
authority to drill its MCA Unit Well No. 251, a producing oil
well, at an unorthodox location 1100 feet from the South line
and 2600 feet from the West line of Section 21, Township 17 South,
Range 32 East, NMPM, Maljamar Grayburg-San Andres Pool, Lea County,
New Mexico, as an infill well in said MCA Unit project area.

(3) That the proposed unorthodox location is necessary to
provide an efficient o0il producing pattern.

(4) That the applicant also seeks the amendment of said
Order No. R-2403 to provide for the establishment of an adminis-
trative procedure whereby the Secretary-Director of the Commission
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may authorize additional producing wells and injection wells at
unorthodox locations within said MCA Unit Area as may be neces-
sary to complete an efficient production and injection pattern.

(4) That approval of the aforesaid amendment will afford
the applicant the opportunity to produce its just and equitable
share of the o0il in the Maljamar Grayburg-San Andres Pool, and
will otherwise prevent waste and protect correlative rights,
provided said producing wells and injection wells are drilled
no closer than 330 feet to the outer boundary of said MCA Unit
nor closer than 10 feet to any quarter-quarter section or sub-
division inner boundary.

IT IS THEREFORE ORDERED:

That the applicant, Continental 0Oil Company, is hereby
authorized to drill its MCA Unit Well No. 251, a producing oil
well, at an unorthodox location 1100 feet from the South line
and 2600 feet from the West line of Section 21, Township 17
South, Range 32 East, NMPM, Maljamar Grayburg-San Andres Pool,
Lea County, New Mexico, as an infill well in its MCA Unit Area
approved by Commission Order No. R-2403.

IT IS FURTHER ORDERED:

(1) That Order (2) of "IT IS FURTHER ORDERED" of Order No.
R-2403, as amended by Order No. R-3375, is hereby further amended
by the addition of a second paragraph as follows:

"The Secretary-Director of the Commission is hereby also
authorized to approve such additional producing wells and injec-
tion wells at unorthodox locations within the boundaries of the
Maljamar Cooperative Agreement Unit Area as may be necessary to
complete an efficient production and injection pattern; provided
said wells are drilled no closer than 330 feet to the outer
boundary of said MCA Unit nor closer than 10 feet to any quarter-
guarter section or subdivision inner boundary, and provided
further, that the application therefor has been filed in accor-
dance with Rule 701-B of the Commisgsion Rules and Regulations,
and provided further, that a copy of the application has been
sent to all operators owning acreage offsetting the quarter-
quarter section upon which the well is to be located, if any
there be, and no such operator has objected within 20 days.

The Secretary-Director may grant immediate approval of the
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application upon receipt of written waivers of objection from
all such offset operators."

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

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

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

A
i

. XY
DAVID F. CARGO, Chairman
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A. L. RTER, Jr.,/&ember & Secretary
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Bill Richardson

Governor
Joanna Prukop Mark Fesmire
Cabinet Secretary 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

ADMINISTRATIVE ORDER
OF THE OIL CONSERVATION DIVISION

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 1S 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.

Oil Conservation Division * 1220 South St. Francis Drive
* Santa Fe, New Mexico 87505 B S ——
*Phone: (505) 476-3440 * Fax (505) 476-3462* htip//www.emnrd.state.nm.us Xﬁ“\
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Administrative Order PMX-164-A
ConocoPhillips Company
August 11, 2009

Page 2 of 3

MCA Unit Well No. 386 (APl 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

ITIS 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 permitied 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 resuilt 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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Administrative Order PMX-164-A
ConacoPhillips Company
August 11, 2008

Page 3 of 3

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.

e =

/ / . “”-z, S
MARK E FESMIRE P.E.
s Director

MEF/tw

CC: Oil Conservation Division — Hobbs
Bureau of Land Management - Carisbad



Bill Richardson

Governor
Joanna Prukop Mark Fesmire
Cabinet Secretary 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

ADMINISTRATIVE ORDER
OF THE OIL CONSERVATION DIVISION

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 carrelative 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

Oil Conservation Division * 1220 South St. Francis Drive
* Santa Fe, New Mexico 87505 A
* Phone: (505) 476-3440 * Fax (605) 476-3462* http://www.emnrd.state.nm.us

(



Administrative Order PMX-264
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 1S 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 permitied 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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Administrative Order PMX-2564
ConocoPhillips Company
August 11, 2009

Page 3 of 3

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.
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Director
MEF/tw

cC: Oil Conservation Division — Hobbs
Bureau of Land Management - Carlsbad
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Bill Richardson

Governor

Joanna Prukop Mark Fesmire

Cabinet Secretary Division Director

Reese Fullerton Oil Conservation Division

Deputy Cabinet Secretary

Administrative Order WFX-855
September 2, 2009

Jalyn N. Fiske
ConocoPhillips Company
3300 N. “A” Street, Bldg. 6
Midland, TX 79705

ADMINISTRATIVE ORDER
OF THE OlL. CONSERVATION DIVISION

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:

Oil Conservation Division * 1220 South St. Francis Drive
* Santa Fe, New Mexico 87505 R
* Phone: (505) 476-3440 * Fax (505) 476-3462* http://www.emnrd.state.nm.us S




Administrative Order WFX-855
ConocoPhillips Company
September 2, 2009

Page 2 of 3
API Well # Unit See Tsp Rge Top Perf Bot Perf Tubing Pressure
30-025-38972 399 K. 27 193 3ZE 3880 4130 2.375 776
30-025-38975 404 M 26 178 32E 4041 4271 2.375 808
30-025-38856 411 C 33 178 32E 3883 4125 2.375 LT
30-025-38982 414 O 27 178 32E 4028 4202 2.375 806
30-025-38986 418 M 27 17S 32E 3934 4159 2.375 787
30-025-38987 419 M 27 178 32E 3955 4205 2.375 791
30-025-38989 420 A 33 178 32E 3973 4225 2,375 795
30-025-39318 462 K 20 178 I2E 4075 4298 2.375 815
30-025-39320 474 ! 27 178 32E 3945 4183 2.375 789
30-025-39349 475 i 27 178 32E 3916 4170 2.375 783
30-025-39351 478 O 28 178 32E 3884 4126 2,375 ke
30-025-39353 483 I 28 178 22E 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.



Administrative Order WFX-855
ConocoPhillips Company
September 2, 2009

Page 3 of 3

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

I\/IARK E. FESMIRE, P.E.
Director

MEF/tw

ce" Oil Conservation Division — Hobbs



