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CLRTIFICATE OF APrHOVAL AI'D CONSTLT

OF TUE STATE OF Riw WiilICO

The undesrsigned, having this day examined an agree-
ment providing for the cooperative or unit development and
operation of a prospective oil or gas pool, field or area, and
for certain related matters, which agreement is entitled "Unit
Agreaeement for the Development and Operation of tha Three Plce
tured Cliffs Unit Areas, Rio Arriba County, State of New Mexlco",
sntered irto between Tim G. Lowry and Todd 1M, Tettlgrew as Unit
Operator, and likewlse subseribed by numerous Jorkirg Interest
Owners and sther interested parties, to whlech agreecent thls
certificate 1s attached; and

WHERRAS, upon examinaticn thereof the Commissiorer
finds;:

(a) that such agreement will tend to promote
the conservation of 0ll and gas and the better utili=-
zation of regervolr energy;

{(b) that under the operations proposed tie
State will recelve its falr share of the recoverable
0il or gas in place under i1ts lands 1n the area
affected;

(¢} that the agreement 1s in other respects for
the bhest interests of the Gtate;

{d) that the agreement provides for the unit
operation and development of the area, for the allo-
cation of ?roduction and the sharing of proceeds
from the area and lands covered by said agreeuent
on an acreage basis, as specified in said agreenent,
regardless of the particular tract from which pro-
duction 1s obtaired or proceeds are derived, and for
other proper matters;

KOW, WULRDFORD, by virtue of the authority conferred




upon me by Chapter 88 of the Laws of the State of New Mexico,
1943, approved April 14, 1943, I, the undersigned, Commissloner
of bublic Lands of the Gtate of New Mexico, for the purpose of
more properly conserving the 01l and gas resources of the
State, do hereby congent to an& approve the sald agreement

ag to the lands of the State of Kew Mexlco included therein

and the development and operation of suceh lands tnereundar;
subject to all the provisions of the aforesald Chapter 88 of
the Laws of the State of New Vexico, 1943, TUpon effectiveness
of such agreesent each of the oill and gns leases on state lands
within the unit area included in such agreement and committed
thereto by the lessee(s), 1s hereby amended so that the terms

of such lease will conform to the provisions of such agreee

Dxecuted this _ 2o day of M, 1983.

ment,

cggggsafoner of rublilc Lands of

the State of New Mexiceco




OPLRATING AGREEXENT

This agreecent entered into this 15th day of _ March ,
1951, by and between TODD k., FETTIGRVW and TiHO:AS W, DOJWELL,

718 First Lational Bank nuildirg, Dallas, Texas, and TIV G,
LOWRY, of ¥okert, Peterson & Lemming, 135 South LaSalle Street,
Chicagc 3, Illinois (lierein at times collectively referred to

as "Operator"), as parties of the first part, and CHARLES F,
REUTER & CO., 57th Floor, 33 Pine St.,, lew York 5, Kew York,
SYLVESTER w. VULDOWINEY, 52 Wall Street, Few York 5, New York,
DAYID G. BuIRD 65 Bragéway, Lew York 6, I'ew York, THEODOWE S.
wATSOT, 149 Eraadway, ow York 6, New York, PHILIP TASH, 1 Fast
57tu qtreet Few York, lew York, “WILLIAM H. COLVIE, 405’ Lexington
Avenue, Mew York 17, Low York, Hu}{Y SCARBOROUGH, First Fational
Bank Bldg., Chlea*o 3, Illinoia and ERRIC 8. “OR&B 30 Broad
Streat, kew York 4, Iew York (Hercin at times rereraed to col=-
lectively as "hon—Operatcra" and severally as "lon-Oparator’),

as parties of the second part,

Ti B398 ETH

The rartlies of the second part heretofore have acgulred
undivided co-ownerghip interests, in the respective percentapes
set forti: below, 1in tho total leasehold workirg interasts covere
ed by the oil, gas and mineral lease(s) described in the schee
dule hereto atbacned anarked Exhibit "A" ard by thls reference
made g part hareof, Tﬁe parties of tie second part may hore-
after aogquire undivided co-ownership irterests in sald respect-
ive percerntares in the total leasehold workirg interests covere
ed by other oil, s ard mirneral leases; ard any such undivided
co~owrersilp intercsts nereoanfter acquired siall hereby be deem-
ed included in tho leasehold sstate !isreln refarred to with like
effect as tho.gh the oil, ras and mineral leases to which they
relate were described ip said Exhibit "A"™ heretoj and the pre-
sert or any future Opsralor is hereby authorized amd empowered,
in the nazes and on behalf of the parties of the second part,
to execute such supplenent to this Agreemsent as may be necess-
ary or appropriate to confirm the lnclusion of sueh after-acquir-
ed interssts in tihe leasehold estate, The sum Oof Such 0o=-oOwWners
ship inter:sts 1s at times referred to herein as "the lease-hold
estate”, and the land(s} covered by said lease(s) as "the loased
preaxslises”,

Tie alforementioned cQeownership inter: gsts are now individ-
vally held and owned Ly the parties of the second part as follows:

Charles F. Heuter % Co., 37/64ths
Sylvester /. Muldowney 6/64th
David G. Daird 4/64ths
Theodore S, atson 4/64ths
Philip Kash 4/64tha
william . Colvin 4/64ths
Henry ‘earborough 4/64ths

Erric &. Vorse 1/64ths



.

The parties of the second part have agreed that their res-
pective co~owners:ip interests aforesaid shall be subject to
this agreesent, ard tint the leased cremises shall be explored,
developed, wmairtsired and operated in accordance with the proe-
visions hereof.

Now, therefore, in consideration of the jremises and the
mutual agreec.ernts herein contalned, tihe parties hereto have
agreed as follows:

Seotion 1. Interests of the Parties: The respective co-
ownershlp interests nereunder Individtally .eld and owned by
the partiea of tie second part are as aforesaid. Subject to the
provisions of Section 13 nereof, such parties shall own the sanie
respective interests in the 0ll, gas and other minerals produced
from the leased prem.ses, and shall bear and pay in like pro-
portions the costs, experses anmi liabllitles incurred in tlhe
exploration, develogment, operation ard mainterance of said pre-
mises, which are :rocerly chargeable to the joint account here-
under,

Section 2. QOperator: The Operator hereunder, sublect to
the terms ard yrovisions of thls agreerent and thie limitations
herein st:ted, s:all have excluslve churge ard control of the
exploration, develonment, o peration, raintenance and mahage-
ment of the leased nrecises, and of the jolnt account property
and equipment ti.sreon and of all joint account wells thereon,
Sueh Operator shall perforr and carry on such dutues in accord-
ance with rood oll and gas field practices, ir the interest of
Xor-Operators, ard a&s arp ordiparily prudent operator, but shall
have no respornsihility whataver to I'or-Operators for arrors of
Judgment, Or notice to any Operator hereunder —ivsn at any
tize by lon=-Operators owni:g or holding 65 per cent, or more,
of tue leasenold est.te, or thelr nominee, such Operator may be
removed, and a rew Unerator appointed by the lon-Operators
tlving such notice of removal.

30 long ns Todd . Tettigrew, Thomas .+, Doswell ard Tim
G. Lowry are tie Operators liereundery

(a} Operators tetti.rew ard Doswell siall have exclusive author-
ity and obligation as authogized nereunder with respect
to all flield oreratiors apnd Operator Lowry shall have no
reszonsibility with respeot thereto, provided, however
that rettiprew and Doswell mhall not execute any drilling
or otiier coptracts relating to the lsased premises urtil
the same jiave voen ap.roved by Lowry.

(b) Operator Lowry snall save exclusive authority and obligation
with respect to keeplirg books of account, making calls upon
thie Non-Operators for rfunds and recelviry ard disbursing
the same, provided, however, that Lowry shall make no dise
bursenerts for invoicaes for materials or services until
tae sane ave haen approved by either Pettisrew or Dosweall,

{(¢) Vvettigrew and Doswell shall be reimbursed by the joint
account for thelir necessary expenses (for wilch they shall
submit morthly statecants) but receive noti:ing for their
personal services.

(d) Lowry simall be reistursed by the jolnt account for his
nagessary experses ard reasorable comnarsation for his
services, for which Le sinall submit montily statements.

Section 3. Hentals and Royaltles: Rertals and royalties,
which ray becore due and payable under the lense(s) described




herein, and in respect of whieh provision for paymsnt thereof

has not othersise been made, shall be pald by Operator and charg-
ed to the joint account, Operator siall exercise diligsnce in
reapact of such rarymerts wi-an due, but shall not ba liable to
Non-Operators for unavoidable or urintentional failure in respect
thereof,

No Kor-Operator shall be ln any way relsascd or relleved
from bearirs such Tor-Operator's pronrortionate share of rentals
and royalties excert tiat sbhould thie other Non-Operators, or
any of them, acree to »ay sueh nonepayinrg NoneOperator's salid
share agairst assisncent to the payirg lor-Operator or Non
Operators of stch Hon=-payir NoneCperator's interest in tihe
leased preasises then, on payment by trhe payirng lNon-Oparator or
Lgn=Uperators of such nor-zaying Xon-Operator's said stare
such non-payirng lon-Operator 1s hereby relesased of all cbli-
gation in respect tiereof.

Section 4, Zxploration apnd Development: lien ard as Non=-
Operators ownlig Dl per cert of the leasehold estate shall note
ify Operator in writing of thie decision of such Kon-Operators to
drill the initial test well on the leased prexlses, Operator
shall undertake and carry out sueh operation for the joint aoc=
count and at the joint experse of all the Non-~QOperators,.

Subject to tic immedintely preceding paruagraph, no well shall
be drilled, nor si.all any operatlons for deepenirg, reworking
or recompleting any well in the same or a different horizon be
undertaken, by the Operator or any lon-Operator on the leased
premises at joint expense or for the joint aceount, prior to
or after the discovery of 21l or gas in paying quantitizs on the
leased premises, without tie eonsent in writirg of all NoneOper-
ators, except that Operator without consent may drill for the
jolnt account an; well on the leased premises required to off-
set or prevent drainage (:erein ealled an “"offset well"”) by any
well located on a lease, which hag a common boundary line or
corner with the leased premises, or any obligatory well which
forrs the consideration for the acguisition of the leased pre-
nises,

If any Yor-Ozcrator, nrior to or after the discovery of
0il or ras in ra ing guantities on the leused premises, decildes
to conduct any dr 1lling, re-working, or recomrletlion operations,
rot otherwise lzrei:befors provided for, sueh Fon-Operator shall
zive to all the other Mor-Operators writter hotice of such de-
cision, ireludiry tos nature arpd proposed locatlion of the opere
ation, the proposed degth of completion or recomplation, and a
detulled estimate of the eost thereof, and guall furrish Opera-
tor «ith a copy of such notice,

If all t"e other Lon-Opsrators, withir 30 days after such
rotice to them,2lect to partielpate in such operation, the orere
ations proposed shall be undertaken and carried out by Operator
for the joint account ard at the Jolnt expernse of all the Non-
Operators. The failure of any Non-Operator to glve a notice
pursuant to the succeeding paragraph hereof shall be construed
as an unconditional election to perticipate in the operation.

Any Nop=-Operator, clecting, by written notice to Operator
within gaid 30 day period, not to participate In such pperation,
hereby agrees t:.at tie partlicipating lon-Operators iiereby become
entitled to receive, and, if any action on the part of such non-
partieipating lon-Operator is required in connection therewith,
such noneparticipating Non-Operator will do and perform such
acts and things as 251l enatle such partlelpating lon-Operators



to receive, 1n respective proportions equivalent to the respeot-
ive proportions of the total coats, expensea and liabllltlies
borne and paid by each of them in respect of such operatlon,

all production, and proceeds tuerefrom, accrulng to such non-
participating Fon-Operator's intercst ln the production from the
well in respect to which sueh noneparticipation relates, until
such participating Non-Operators shall Lave recelved from such
interest (1) production having a value currently as produced,

or proceeds, equivalent in the aggregate to three (3) times an
anount equalto the rroportionate part of all costs, expenses

apd liabilities ircurred in such oraeratiorn which would have been
borne and pald by such norepartlicipating Non-Operator if such Nope
Operator had participated therein, and {ii) sueh non-participa=-
tirg K, n-Operator's pro rata part of the operating and mainten-
arnce cost and expersas of such well during the period requlired
to effect paymert of the cmount such: participating lon-Operators
are entitled to recaive under thie above clause (i). If and when-
aver such participating Yorn-Operators shall have received such
amounts due, such well and all egulipuent thereir shall thereupon
be and become a joint account well and property, and such none-
participating Non=-0Oprerator suaall jhereafter receive such None
Operatorts interest in production and proceeds from such well
and own such Mon-Operator's intersst in such egulpment,

Operator, promptly on receipt thereof, suall furnish the
other Non-Operators with copies of any such non-participation note-
ice, and shall undertake and carry out the proposed operation
wiiah and as instructed so to do by the particlipating Non-Oper=-
ators, and chargs tieir respective accounts proportionately as
directed.

Section 5. Naruetine of Production: Eaci: Non-Operator at
any time ard from ti.e to time shall have the right, and each
Non-Operator hiereunder hersby reserves the right, to take and
receive in kind suci: Non-Operator's aforesaid siare of the oil,
zas or other hydrocarbons in place or produced and saved from
the leased prerises, or personally to sell, or &irect the sale
of, the same for such Korn-Operator's benefit. At such times as
such Non-Operator does not either take sueh Non-Operator's afore-
sald share of the oil, gas or other hydrocarbons produced and
"gsaved from the leased prem.ses in kind, or personally sell, or
direct the sale of, sare, then Operator 1as hereby authorized to
sell, and shall sell, the same, subject to revocation of such
authority at will upon written notice bty such tor-Operator to
Opsrator, to a finarclally responsible rurchaser selected by
Operator on ter~s tiat are, in the opinion of Operator, the most
favorable that are obtairable,provided, however, that Operator
3nall zake no cortract of sale in resgect tiereof which will
exterd for a period of ti<e longer tian a reasorable period of
tise wiicl is consistent with the zinirum needs of the irdustry
under btie cireunstances vubt whieh in o event shall exceed one
(1) year. Suck Nop-Operator, upon re:;uest of Opcrator, snall
execute and deliver any ard all division orders rnecessary or
appropriate for tihe offectuation of such sales by Operator,

Any TFon-Operator, electing to take such Mon~Operator's
aforesald share of the 0ll, gas or otuer hydrocarbons produced
ard saved from the leased premlses in kind, stall furnish, at
the sole expense of such hon=-Operator, such facllities as nay
be necessary to effcct division and measurerent of, and to
recoive, tie saue on or before the date fixed in such X n-Oper-
ator's notice to Opesrator upen which delivery kind is to be
comnenced, ard shall bear all extra expense inourred by Operator
in making such delivery.

The foreroing right in any Fon-Operator to tske in kind
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may not be exercised or cnjoyaed by such ron-Operator i1f and
when such Non-Operator is or becomes in default in respect of
any payments or amourts owned by such lon-Operator under this
agreement, ard when ard .hile such default exists Operator may
decline or cease =zakirg deliveries to or for the agcount of such
Kon-Operator of such Non-Operator's aforesaid share of the proe
duction in question,

3hould any lor-Opera.or, exercising suen right %o take in
kind, fail to furnish facilites, or not talke delivery on the
date fixed in tie above rotice to Opsrator, then such notice
shall be vpld and of no effect.

Section 6. Contracts and Services: All wells drilled on the
leased premises for the joint aceount, including all facilities
ard installations for storing, hardling and transporting rroducte
fon in correction with producing, saving and narketing the same,
shall be drilled or installed on a competitive contract basis,
or at prices and upon terms approved by Operator ard all of
the lon-Operators. If any Non-Operator siall not state in writ-
ing to Operator witiin ten (10) days such lNon-Opsrator's dise
approval of prices or terms stated to such Non-Orerator by Oper-
ator for such operations or installations, respectively, (when
not on a competitive cortract basis,) it shall be coneluasively
prosumed that such lon-Operator approved the saae,

If Operator undertakes to perform any such work or services
for the joint account or furnishes any of Operator's facilities
in connection therewith, Operator shall perform such work and
gservices as an indernendent contractor and for a consideration
and upon the sane bterus generally prevailling for like work and
services in the area, and shall furnlsh such facilitles on the
basis of their reasornable rental value.

Section 7, Aceauntjng5 B%lling, jayment and Advances:
Operator shall lncur for and charge to the jolrnt accournt of all
the ton-Operators inter:sted in the leansed prem!ses, as authore
ized Lhereunder, all costs, expenses and llabilities ineident to
drilling, testings, equirping, completirg, abandoning and salvage
ing material from, the joint account wells drilled on t:.e leased
premises, or ircurred in connsetion with reworking, deepening
or re-completirg oreraticns, or 1n ac:tuiring, erecting and instale
lirg all property, structures, gatuerirg lires, tanks, treatirg,
weasuripg and other facilitles and eculpnent recessary 40 oper=
ate and malntain such wells and carry on such operations and
to produce, save and mariet the rroduction tiherefrom by delivery
to the purchaser 1lr the field or frow the lease tanks wherever
situated. Operator shall also eharge to such joint account all
otuer costs, expenses and liablliticzs authorized to be incurred
nereunder in connection with the leased premlses or tihe loase=-
nold interests. (3uch charges to the joirt account ard matters
relating to the accounting procedure batween (Operator and Non-
Operators suall be governed by the provislons hereof and of the
Accou: ting Frocedure hereto atteched, marked "Exhiblt BY, ard by
this reference made a2 part hereof; and, excert as otherwise pro=-
vided herein, billir; by Crerator and payment by Non-Operators
gnall al?o be governad by the applicable provisions of sald Exe
nivit B,

Bxcept wilth respect to costs, expenses and llabilities auti-
orized to be ircurred hereunder as provided in the foregoing
paragraph and in otiier secions hersof, Operator shall not incur
for or charge to the jolnt aescount costs, expenses or liabilitles
in connection with any single project, or itex of capital invest-
ment, in excess of Five Thousand (i5,000.00) Dollars, without
the written consent of each Kon~Operator first obtained. If,



however, a project or lnvestment ia so approved, Operator may
incur and charge to the joint account all costs, expenses and
liability incident to such project, investuent or operation
without further approval being required.

Out of the collectiors from lon-Operators hereunder, Opsra-
tor shall pay all costs, expenses and liabllities incurred for
the Joint account,

Operator may at any tlme apd from time to time require
easli Non~Operator to pay in advanee such Non-Operator's propor-
tionate part of estimated expenditures lereunder for costs, 6x=
penses and liabilitles ircurred in connectior with operations
on, and construction of facilities and sequisition of equip-
mant for or used in operating, the leased premises for the joint
ascount, by makins wrltten recuest for such advance paymsnt
(stating the date the ex.senditure is to be made, suck request
to be made at least twenty (20) days prior to such stated ex-
penditure date.) taoh lon-Operator hereby agrees to pay to
Cperator the amount requested at least five %5) days before tae
date tie exrenditure 1s to be made, and if such payment 1s not
8o made the amount thereof, or any unpaid balance, shall bear
and such lon-QOperator shall pay, interest at the rate of six
(6%) per cent per annum until pald. Adjustments between extim-
ates and asctual expenditures shall be made by Operator arnd the
respective accounts shall be adjusted accordirgly monthly.

Section 8. Inspection o cords -and Operationsgs: “ach
Non-Operator, and such Fon-Operator's representatives, siall
have the ri~iit at all reasonable times to inspect and audit
Opera‘.or's books, records and ilnvolces pertaining to any matter
of accounting or otiserwise in respect oI the leased premises
or the Joint account,

Each lNon-Operator, srd such Non-Operator's representatives,
shall, at such Non-Operator's and their risk, be entitled to
access to the leansed prenises and all property neld or used in
connection therewith, to tihe wells which are being drilled,
reworked or produced thereon and to the logs and drilling, pro-
duction and otier rocords pertairirng thereto, Tach Kon-Opera-
tor shall also have the risht to receive, delivered to such
Kon-Operator's renresentative at the well, sarmples of all
cores and cuttings of sufflielert size to be of laboratory
value, ard copies of all Schlumberger ard other electrical
logs, and of reports on apy and all tests rur on any wells,

Seaction 9. Irsurance: QOperator at all times during the
drilling and/or oporatlion of the leased premises shall carry
and maintein in effact tie followirg insurance applicable to
all operations conducted under this agreement, excert to the
sxtent that, upon recommendation of the Operator, all Non-Oper=-
ators shall approve the elimination or modirication of any
suehh insurarce:

1. sorkmen's Compensatlon under the laws of the State of

2. Gtublic Liability and Property Damags, with limits of
not less than ..100,000/$200,000 and $100,000.

3., Automobile Limbility Insurance, with limits of §100,000/
«200,000, and sutomobile Property Damage lInsurance, with
limit of 10,000,

4., Owner's Contingent or krotective Tiability, with linits
of not less than $85,000/$50,000,
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5., Fire Insurance on the actual valus of the installa-
tions and persoral usroperty subject to fire loss,

6. Virdstorm, Tornado, etc, with limits of the actual
value of tie installations and persoral property sub-
ject to tie joint account.

All other insurance purciased shall be subject to the rrior
approval of Non-Operators., Operator shall submit to a hamed
nominee of Non-Operators certificates of insurance in evidence
of the above coverare, Such certificates sihall spepgify that
in event of carcellation or material ehange ir coverage, at
least ten (10) days prior notice will be given said nomlnea

of Non-Operators, '

Section 10, Taxes: Unless otherwise arranged, each None
Operator s~all render for taxation such Ion-Operator's inter-
est in the lease(s) and ray such Kon-Operator's own tazes, and
Operator sinll nave no responsibility with respect thnereto,
Operator shall, Powever, pay and charge to the Joint account
all productlion, severance, gathering and other like tazes,

Section 1i. Lien: Operator shall have, arnd iereby is
oxpressly grunted, a lier upon the interests of each Non-Oper-
ator in the leasel(s) hereof, and in the wells, equipment, pro-
duction, proceeds from production and other property relating to
or used 1n connection witi tne operations on tlie leased preme
ises, to secure to Uperator all sums which may become due and
owning by such Mon-Operator under this agreesent, Such lien
may be erforeed by uperator in the sate manver as any other
Viortgage lien, and such resedy, as well as any other right and
remedy of Operator liereunder, shall be in addition to, and not
in limitation of, all othsr rights and remedles which Operator
may have or enjoy under the taorms hercof or otherwise, at law
or in eguity. :

As further sacurlty for the sums which may bocome due and
owing hereunder to Operator, caeh Non-Upsrator's interest in
the oill, gas ard other hydro-carbons produced from the leased
premiges and tie proceeds accrulng to such interest,

Yo purchaser or other person, fira or corporation purchas=-
ing, storing, iandling, transporting or otherwise dealing with
the production from the lensed premises shall he requlred to
take notice of, or ircur, any liabllity to Operator on account
of such 1lien or the =asslgnomnt of production ard proceeds
herelr made, unless ard until Operator shall have glven notice
in writing to sueh purchaser or other person, firm or corpora-
tion assertirs that a Non-Orerator interested in the leased
premises has f .iled io ray the amdunts due by sueh Fon-Operator
hereurder, Uror receipt of such notic:, suclh purehaser or other
person, firx o~ corroratisn shall be auvthorizsd to nay over to
Uperstor the proceeds due and payable on the interest of the
hon-C:erator numed in such lotlee in rroduction from the leased
premises, without obligaticn to look to the appliecation thoreof
by such Operator, and ths roceeipt of Uperator shall be full
acguittance apnd discharge of the amounts so paid.

Section 12, uurrender and Abandonment of l.eases and Vells:

If any lion=0perator Jetermines to surrender or abandon the
leass(s8) covered hereby, or any of them, or any producing well
which has ceased to produce, or in sueh KoneOperator's opinion
i1s not produeing in paylng guantities, such Mon-Operator shall
notify in writing all the other Non-Operators of such deeclislon,
Baci: Non=Onerator raeceiving suoh notice shall have fifteen (15)
days within wileh to elsct by notice in writing deliver=d to




the Kon-Operator giving notice of surrender or abandonmoent
whether such l'on-Opsrator will join thereln or will accept
aasignment of such lease(s) or take over such well., If all the
other Kon~Operstors desire to acoept such asslgnment they shall
acquire respective interests in the intercst assigned proportion-
ate to their aforesald respective cowownership interssts in the
leasehold estate, If the acecepting Non-Operators be leas than
all of the other Fon-Operators, they shall scquire equal propore
tions in the intersst assipgned, unless otherwise agreed between
them, If any Non-Operator receiving notice of surrender or
abandonment fails so to notify the Non=Uperator giving such
notice, such lon-Orerator ghall be conclusively deemed to have
eleetea to Join 1rn sueh surrender or abandonment,

If all the Yor-Cperators elect to join in such surrender or
abandongent, such lcase{s) or well, as the case :zay be, shall be
aurrepdered =rd abardoned ard QOperator shall erdeavor to remove
and recover all salvageable materlals and equipfent on or used
in connection with such lease(s) or well,

The foregolrs assipnsert shall transfer anéd assign all ine
terest in the lease(s) and in the equipment thereon, or, if
ornly ir respect of = well, siiall transfer and assign all inter-
est in such well, tie production therefrom and the equipment
therei and the lease{s) iisofar as the sare cover oll and oil:
rights 1ln arnd under a tract of three hundred twenty (320) acres,
similarly located, or in arnd under such tract as accords with
the well spacing pattern ir the field if it be different than
sald 40 acre and 320 aere units respectively.

Agalnst such essipnmert, the assigning lon-Operator shall
¢ relieved from all obligations thersafter (but not theretofore)
accrulng under this agree.ent in respect of the interest assigne
ed,

Sectlon 13. Assigﬁgent apd Partition: Any Non-Operator
way sell, transfer, assign or mortgage a or any part of such
Non-Operatort's irter-st 1n the lease(s) covered herebdy, If
more than one lezse is dovered hereby and the selling Non-Oper-
ator sells, transfers, assigns or mortgapges less than such Nyn-
QOperator's ertire iintersat in all the leases covered heresby, tihe
intercst so disposed of shall be & uniform undivided interest
in all the leases covered !creby. Each sale, transfer or asslign-
ment shall be nade subjeet to thls agreement, and the purchaser,
transferee or asaisnee shall assume all the obligations of thls
agree:ent and shall be responsible for and bear, as a co-owner
and FoneOperator i:ereunder, sueh party's proportionate part of
all costs, expenses and liavilltles chargeable and charged to the
Joirt ascecount hersunder,

For the purposes of this provislon, the purchaser of inter-
ests In the leases at a forselosure or other sale through court
process shall be considered a purchaser, transferee and assirnee,
but the Trustee under a Mortrage and Deed of Trust shall not bve
required to assuze or undertaxke such obligations unless and until
such Trustse siall have acuulred such interests on a gsale there-
of upon foreclosursa,

Durirg the ter: of this agreesent no party hereto sihall
yave the rizht to partition, by sale or otherwise, the lease(s)
coverad hereby, or tie area covered by such lease(s); provided
that a sale, transfer, assignment or mortgase, zade subject to
this agreoc.ent and in accordanoe with its terms, of sll of a
party's interest in the leuase(s) covered nereby, or of an un-
divided portion t..ersof tiroughout the same, shall not be deemed
a partition,



Section 14. _esponsibility of Partieg: It is the express
purpose and intertion of the parties heroto that their ownership
in the lease(s) covered Lercby ard in the leased premises shall
be as tenants in comcon and 1t 1s not tie purpose or intention
of thig instrumsnt $0 create, and the same shall never be con-
strued as creatiry a partnership or otlher relationship wheraby
any party hereto shall be held for the acts, sither of omission
or commission, of any party or parties .ereunder,

Section 1S5. Torece i Codies: If any
party herets is rendered unable, who ] y 05 force
wajeure or any other catse of any kind not reasonably within
sueh party's control, to perform or com;ly with any obligation
or provision of tiis agreement, upon givirg notice and reason-
ably full particulzrs to the other parties hereto, such obli-
gation or provigsion shall be sugsrended duprlings the contircance
of the inability so caused, and such party shall be relisved
of liability and spall zuffer no prejudice for fallure to :ere
form the same during sucr period) rrovided, tia oblipation to
cake payments tien due, or wilch zay becone due, hereunder shall
not be suspended, and tl.: cause of stspsnsiorn shall be remedied
80 far as possibie with reasonable dispateh,

Thls agreei.ent stall be subject to and tie parties hereto
gnall comply witii all Federal and Stute Laws, apd all valld
orders, rules, regulatiors and directions of any duly constitute
ed autnority havinps jurisdiction in tue prerises.

wection 16, Title: 1In tiae event of loss or failure of
title to tic leasel(s) covered hereby, responsibllity of each
party uersto interosted in such lease(s) shall be several, and
not Joint, and snall be limited to the production or proceeds
acerulng tu such party's interest therzin and tlie royalties
attributable tiereto,

Sectlion 17. Term: Subject to the provisions of section
nunbered 12 hereof, thls agreement siall remain in full force
and effect for and during the term of the lease covered heraeby,
or tie term of the last of the leases covered hereby, and for
the rull term of any renowals or extensions of same, whether
by production or otierwise.

Section 18. lotices: Any notice, recusst, demard, state-
sent, bill or other communication provided for in thils agree-
went snall be in writing, and shall be d2exed to have been civen
or deliverad on the day mailed if placed ir a postpaild snvslope
ard deposited in the United OJtates ¥ail, first class, direct-
od {(urtil charged by written nctice to thae others), 1f addresse-
ed to tha2 Uperator, as follows:

In case of Onresrators rettiorew arnd Doswell,
718 Firgt iational Bank Duilding
Jallas, Tezas; and

Tim G, Lowry
135 South Laéalle Strest
Cilcuazo 3, Illinols;

and, if addressed to apy NoneUuerator, at the address listed in
the opening paragraph nereof, or at such other address as th
Yion=0Operator ghall lodge from tlme to time with the Operators,

section 19, Arbitration: Any controversy arising hereunder
between Operator and Eon-ﬁperatara, orr botween Operator and any
LoneOperator, or betweern lndividual lon-Operators shall be sub-
mitted to urbitration by a bourd of tiree(d) arbitrators upon
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the written requast of the party, or parties, requesting arbitra=
tion, which request shall name one (1) arbitrator. '

The party, or partles, receiving such request shall, within
ten (10) days thereafter, by written notice to the othsr, or
others, concerned name the second arbitrator, or failing so to do
the second arbitrator ahall be appointed by the judge senior in
service of the United States Diatrict Court for the Southern
District of Texas upon request of the party, or parties, insti-
tuting arvitration hereunder, -

The two (2) arbitrators so appointed shall name the third
or falling 8o o do within ton (10) days after appointment of
the gecord arbltrator, the third arbitrator may be appointed

by sald senior judge upen request of any party to the arbitration.

As regards matters soncarnlrg aceounts or accounting heree
under, the arbitrators appointed shall be independent certified
publie accountants who practice oll and gas accountaney.

The arbitrators so appointed shall promptly hear and dete
ermine, b the concurrence of at least a majority of them., the
matter or matters in dispute, after writter notloe to the varte
ies concerned of tho time ard place of the searing, at which
each purty shall be entitled to be heard, and anall render their
written decision within sixty (60) days after the appointment
of the third arbitrator, -

If within sald period a decision is not rendered by the
Board, or a majority thersof, such pendins arbitration shall
cease and determine without prejudice to tho right of any party
thereto to proceed anew hereunder for arbitration of the same
matter or matters in dispute.

The decision of the arbltrators, or u majority thereof
shall be final and binding upon the partioss to the arbitration
as to the matter, or matters submitted Lereunder for arbitration
and sucu partles, and eaech of them, shall abide by and ocomply ’
with such decision (as to the payment of money awards or other-
wise), and judgment may be entersd on such decision in any court
having jurisdiction. . o

The exponses of urbltration, including reasonable eompen-
sation to the arbitrators, shall be borne or shared as the decis-
ion of the arbitrators shall direct,

3ection 20, Fax _and Juocessors in Interest: The terms
provisions and conditions of tBls agreement shall extend to, be ’
binding upon and inurs to the benefit of the parties hereto.
their helrs, executors, adminstrators, suceessors and assi&ns
whether by orerastion of law or otherwise, and shall constitute
a covenant running with the lands and 1sasehold estates covered
thereby,

Section 21, Ixegution ir Countervarts: It is ocontemplated
that this agreecert nay n npumerous counterparts
and that no ore copy reed have the signatures of all Kon-0Oper-
ators 80 long as all Ron-Operators sipgn at lsast one counter-
part original that 1s also sicued by the Operator,




Signed, sealed and dellvered as of the day and year first
above vritten.

THOMAS w. DOSWELL
TODD 1. @ ¥TITICREW and
™ . LOi3Y, Operators,

By __ Tim G, Lowry (8TAL)
(SEAL)
STATE OF IiLLINOIS )
H ss8
COUNTY OF COOK )
Before me Laura 1., llarrls , & Notary Public

in anpd for tus County and statc aforesald, on thid day persone
ally apreard

TIV G, LOYRY
Trowr to mo to Lo ono of the nersons whose nares are subscribed
to the foreroir- instrumert, nnd acknowledred to me that he exe-
cuted the same Tfor the purposss and corslderation thereln exe-
nressed,

Given under my zand and seal of office this

day of , he Do 18 .

Laura L, Harris
Fotary public, _ Cook County,

Illinols

e
s

Yy commnission explires Jan, 26, 1953



ExiIBIT "a"

SCAEDULE OF 1GASEHOLD H3TaTR

SE~1/4 of the NW-1/4 and the 3W-1/4 of the KE-1/4 and
the I.=-1/2 of the NE-1/4 of Section 20, Township 26
Korth, ilange 6 Weat, N.,M.P.kK., cortaining 160 acres,
more or less,

S-1/2 of the 0l-1/4, Sectlon 2, Township 26 lorth, Range
6 7est, N.,'.F.M., contalning 80 acres, more or less,

and being a part of tie State of lew ¥exico 04l and Gag
Lease lio, L-R28l.

~1/2 of the N-1/2 of Section 16, Townshir 26 Iorth,
Range 6 West, IN.IT.PJ.AM., oontaining 160 acres, more or
less, and being a part of the State of lNew Nexico 01l
and Cas l.ease Ko, YN-851, :

Tre SW-1l/4 of Section 15, and NWel/4 of Section 22,
Township 26 Forth, Range 6 West, 1.V .7. ., containirg -
320 acres, more or less, and being United States Lease,
lew Vexleo Ko, 03582, ‘

vest 1/2 of Section 34, Township 27 Korth, ange 6
Vest, I.I'.P.,., contalring 320 acres, riore or less,
ard being United States Lease, Santa Fe l'o. 079210.

subjoct to royalties, overriding royaltica and oil
paynents aggrecating initially 30%.
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This soroonent orntored into this /o5 Z4 day of hed,
1950, by and botween TC0.LD M. VETTIGIW and TIOAS & DOGTELL,
718 First Nationnl Dank Sldge, Dallas, Texus and TL. G. LO%AY
of Zokert, letersor & Leamlng, 135 Jo, lasalle Street, Chicaro
(3), 1llinois {(heroin at times c¢olleotively referred to as
"Operator”), as rartles of the first part and ST/ IMLLY J. TRIE,
% Park totor “ales Company, 16000 voodward svenue, Detrolit
¥lohdgan, DAVIL Gl Dali, 85 Droaduway, lew York ¢, Yow York,
WILLIAY fie COIVIN, Jide, 408 Lexington Avenus, Tew York 17,

Yiew York, WII LI ¥, BIVOFR, Jile, Honry ., oliver iildg.,
Pittaburgh, :ennaylvania, I1:L0Y SCANT G, *irst lLationsl
Bank I:ldge, Cihliongo, Ti1inois, L. i. TY,  N=Gell Gtudio,
Culver City, California, MYHCH %, FOX 0 MeGe!! Ttudlo, Culver
City, California, ..OUI. i3, Va¥ix, Trustee for ‘uzanne Mayor

% LeCell 5tudio, Culver clby, ﬂalifornia, TO7TA VAYER, O ulal?
Studlo, Culvor City, Cailforria, DOIT SCUAY, . V=Ge! Ttudlo,
Culver City, Califurnia, DEITAIN TUAL, % eCalf tudlo, Culver
City, Callforria, “OUAND STUICKLING, 70 =Cal “tudlo, Culver City,
Califarnia, PRER S a0 60Tz, % iniversal-Tnterrational Plotures,
Universal City, Caiifornia.

(hereln at tices referred to collectivoly as “lTon=Cperstors”
and sevorally as "loneCperator"), as :arties of tho seconrd nart,
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The parties of tie second sart licretolore have acjyulred
undivided co=-ownersalp interests, In tie res; ective noroonte
ages sel rorti below, in the total leasehold working interests
covered by the oll, gas and nlneral lsase(s) desoribed in the
scliadule hiereto attached, saried “Ixhibit 5" and by this re-
ference iude a part heredfs The purties of the second part
may hereafte: amoguire undlvided co~-ownersidiy interests, in
sald resrective percentages, l1n the totul loasehold working
Interests covered Ly otier oll, gas and mineral leases; and
any such undivided cowounersilp Interssts hereaftor acquired
8:.1a1l horeby be deened included in the leasel:nld estate here-
in referrud Yo witi llike effoct ag though the oll, gas and
pipnaral leasos to whlie!l: they relste were dcsoribo& in sald
"Lxhiblt 4" Loreto; anc the present or any future Operator
is hereby uuthorized und ompowered, in the numes and on boe
half of the partios of the second part, to sxeoute such supe
plement to this /sgreesent as may be necessary or approprinte
to confirm the irclusion of such after-accuired interests in
the leaselivld catate. The sum of such co-ownership interosts
is at timog referred to lhorein &s "the lvasehold estate", and
the lund(s) covered by seld lecasoes(s) as “the leased precises.®

The aforemoertioned coeounershlp Interests now are indive
{dually held erd owned by tie parties of the segond part, ag
folliovs:

“tanley J. Tope - 3/8ths, David ¢, Palrd - 1/6th
illian 7, Colvipe 1/16th, Gilliasm P, Snyder, Jr. -1/16th
Venry Scarboroushe 1/16th, L. 1. sidney - i/ﬁznd
yron . 70K - 1/58rd. Toulg T, Yajer = 1/52pd
Lorera T Lyer - 1/32rd, Dore Sehery - 1/18th
enjandin Thag - 1/35nd, lloward Strd 2iing ~-1/38na

villian Coetz - 1/1Cth



The purties of the second purt have coreed that thelir
respective co=ownership intercsts aforesald shall be subject
to this asgreecert, s nd that the lessed preaises shall be exe
plored, developod, calrntainoed ard operated in accordance with
the provisions soreof,

Low, thorefore, in conclderation of tie rremises and the
putual agreeccnts sorelin eorntalred, the rarties heretso have agreed
a8 follows:

neotion 1. Lnbereot e rarijos: The respective co-
ownership Interaesty lore 1 nlly held and owned by the
parties of the secord purt are as afuresald, “ubject to the
provisions of ‘ection 13 hereof, such partlies ghall own tho sune
reayective intorassts ir the oil, gas and othor minernls produced
fro~ the leassd ~reaises, apd shall boar ard ray in 1ike propore
tions the coats, expenscs and liabllities irnctirred ln the ex-
ploration, devoloprert, operation and malrtenunsce of sald pro-
ﬁéges’ whiich are uroperiy ohergeable to the ‘olnt account Lero-
ar,

“action 2., QOperatop: The Cperator hareurder, sublect to
the terrs and yroviafo&s of thls agrecrort ard the limitations
horein stated, shiall have oxclusive charpe and ocontrol of tho exe
plora‘ion, developnent, operation, malnterance and maparenent of
tha leased nrenises, ard of the Jolrt aecourt property and equipe
nent thereon and of all jolnt account wells thiereon, “uch Opere
ator shall =erfor: and carry on auch dutles In accordanco with
sood oli and cus Tield practices, ln thg lntorest of Lon-Orora-
tors, and as an ordlrarily srudornt operator, but sihall hinve no
responalibiiity whetever to I'OoneUperators o errors of Jjudgnment,
On notice to any Croretor horeunder cslven at any time by Yone
Uperators owning or holding 65 per cent, or nore, of tie leaso-
hold estate, or thelr romlnoe, such (porator nay bte removed,

ané @ new Lopdrator aprointed by the Non-UCiorabors sivire such
notlice ui° removal.

Yo long as Todd ¥, iettiprew, Thomas ', Joswell and Tinm
(e LOWDy ouw the Cperators hereunucoy:

(a; Operatours .etbigrew und Deswell suall huve exclusive
authicrity aid obii-atiorn es autiorized (asreunder with
res,cct to all rield opesntions arnd Cperator Lowry
ghall ave no res;onsibility wilh res-sot thereto
provided, however, thutl Pettiprow snd i.oswell ahall
not exectite any drZilirg or othor contracts relating
to tio leasec rros gses untll tho sane have been appe
roved by LOwWrY.

(b) Operntor Iowry sinil have exeluulve nuthority and
oblirution with reapeet o Weening Looks of acecourt,
pakinge calls upon the Non-Uperators for funds and
receiving =nd dishursing the wsume, rrovided, however,
that Lowry shall rake po dislursecerts for Irvotces
for natorials or ~srvica2 until the same have been
approvad by elther Yettigrew or Doswell.

(o) lettiprew ard Doswell shall te reimbursed by the
Joint accourt for his necesscry axponses (for which
he susll submit ~opthly staterents) but recclve
notivirg for nls rersonal services,

{d) lowry shall be reimbursed by the Joint acoount for
nis necessary expenses apd roasonablo conpunsation
for i:is servicesg, for which .~ shail subnlt monthly
astaboronts.
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Section 3. Rante apnd Royalties: “entals and royaltles,
whioh may becore d i payable under tihe lease(s) desoribed
herein, and in respect of which provision for payment thereof
has pot otherwise beeh made, shall be paid gi Operator and
charged to tho jJoint sccount. Oporator sha exercise dili-
gence in respect of such payments when due, bul shall not be
1lable to Non~-Operstors for unavoidable or unirtentional falle
gre in respoct tieredl.

Yo Ton=Onerator »iall be in any way relsased or relieved
from bearins such Non-orsrator's proportiorate share of rentals
ard royalties excapt i atb should t'o other Von-Operators, or
any of them, apree to ray such non-payirg Fon-Opaeratorts sald
share againat assignmert to the pa ing Fon-Cperator or lone
Operatara of such nonepaying Yon-Uperator's interest in the
jeased prec’ses then, on payment by tte paying MoneOperator or
Non=Operators of such nonepaying NoneOverator's -ald share, such
popepaying lon-Operator is hereby released of zll obligation in
res;eot thereof,

Section 4. LXDi. Develorment: When and as None-
Operators owning er Gan I agehold ostate shall note
ity Operator in writir: of the declision of such NoneOperators
to drill the initial test well on the leased ;remises, Opera=-
tor ahall undartaxe apd carry out such operation for the jolrt
sccount and ot tho Joint axierss of all the lon-Operators,

Subject to the immedlately preceding parasraph, no well
shall be drilled, nor shall any operations Lor deepening, re-
working or recompleting any well in the saze or a differernt
norizon be undertaiken, by the Operator or any l'on=Operator on
the leased rrenisen ﬂ%dgoinb expense or for t.e jolnt account,
prior to or ufter the discovery of oll or gau inm paying quan-
tities on the locagsed premises, without tho oonpsent in writing
of all lion=Operators, exce: t ﬁhat Cpzrator without consent nay
drill for the jJoint aceount any well on the loused premises
required to offset or prevent dralnage (frerein called an "offe
set well") by any well located on & loase, wiigh has a oommon
boundary iine or corner witi the leased pre:isea, or any Obe
ligatory well . .lch forms t.e gonsidsration for the acquisition
of the leaued prenlsose

If any Ton=Nperator, prior to o after tho discovery of
0il or pas in -aying guantities on tlie lonsed rremigses, de-
cldes to conduct any drilling, veworilpe, or racampletlon onere
atiors, not otheruise hereinbsfore nrovided for, such None
Operator snall rive to all the other Non-Orerators written
rnotice of such decision, inciuding the rature and proposed
location of the operation, the prorogsed denth of completion
or recompletion, anrd & defniled ostlzate of t.e cost thereof,
arnd aball fornish Operator with & cony ol such notlee,

If all the other Hon=Upserators, withlin 30 days after such
notice to then, alect O @articipaie in sucii oporation, the
oporations proposed shall be undertaren and carried out by
Operator for the jolnt account ard at tie joint expense of all
the Nom~Operators, The failure of any lion-Cperator to glve a
notice purauant Lo the succeeding paragrapni heoreof shall be
conustrued as an anconditlional alsction to partlicipate in the
oporatlon.

Any rom=Upsrator, electling, by written notlce to Upsrator
witiilp said 30 daay perded, rot to particlipate in such operation,
nereby agroes that the partiocigatin; lion-Uperators hereby be-
coue entitled to recelve, and, if ar; action on tiis part of
suoh non-partieijating Non-Operator is required in conrecetion



therewith, stoh noneparticlipating Mon-Uperator will do and pore
form such acts and thirgs as shall orable such participating
roneOperators to recsive, 1n respectlive proportions equivalent
to the reapective propoctions of the total costs, expenses and
1iabilities borne and »aid by each of ties in respect of such
operation, all production, ard proceeds therefrom, acoruing

to such nor-participating lon-Operator's irterest in the proe
ductlon fromw the welil in respect to which such noneparticipa-
tion relates, until such participatinc loneCperators shall

have recelived Troo such interest (1) production having a value
currertly es produced, or proceads, equivalent in the aggrerate
to thiree (3} tlses an wount equal to the prosortionate part of
all costs, exirorges and llabilities irncurred 1r sueh operation
whioh would have haen bhorre and rsid by such ronepsrticirvating
NoneOperutor 1f auen HoneCperator hamd rartleciputed thereln,

ard {11) suc: nore-rarticinating lon=Uroretor's rro rata part

of tha operatirr and maintenance cost and oxparses of suoh
woall durin: the pariod -sgquired to effact payment of the

anount such nerticipatirg Non-Operators are ertitled to re-
ceive under t:2 atove ciause (1), If and wherever suoch parte
lelpating Jon-Crerators shall have recelved such amounts due,
sucli well and 211 equinment thepreln clinll thoreupon be and bee
come a Joirt account well and property, and such noneparticie
patinrg lon-Cperator shall therenflter rocalive stch YoneCporator's
interest ir prodecotlor and proeseds from such: well ard own such
Ion=Cperator's interest 1n suel equijprent,

Operator, proaptl; on recalnb tierool, wi.all furnish tue
other ion-sporatora with cuples of any sueh noneparticlpation
rotlcae, and ohall undertahe ard oarry out ti e sroposed oporae
tion wiern and ag instruched so 0 40 by tiie purticlpating None
Operatorg, and choprae bthelr respective accounts proportionntes~
ly a3 directed,

~

cGectlon De.  ank : el Pon=Dperator
at any tice aind froa b wve the right, and
sacl hon=uperabor hareunder hareby reserves ti.e right, to take
and recelve in kind sweh lToneGnerator's aforesaid share of the
oil, ¢ausg or obher hydrocarbone in pluce oo rroduced and saved
froc. the lesged .remlses, 0F porsonally to sell, or direct th
sale of, the saw for such lor-Operatorts berefit. At suesh
tines asg such Lor=Uperater doeg not slthsr tale sueh lone
Operator's arorescid ciare of the 0ll, gas or other hydro-
carbons produced rd saved Lron: the leased mromises In kird
or personally sell, o direct tihe salc of, uine, then Uperator
is hereby authorizod Lo seli, and shinll sell, the sare, sube
Ject to revocation of sueh auvthority at will uron written
notice by auoh Yor-(rerator €0 Operator, to a financially ree
sronsible ~urchase: selected by Orerator on terms that are, in
the opinion of Onermtor, tha most Tuvorablo that are gbtaine
able, rrovided, lLowever, that Cueretsr sisll rmale no contract
of sale in raspect theredof whioh willl extord for a period of
tire lonser than a reasorable eriod of tise whieh is consiste
ort with the siplaus peeds of the irdustry urnder the clroume
stunces but ideh iIn no event shall 2xcozd on (1) year. 73uch
lLon=Cperator, uyon rejuest of Uperator, shall execute and
deliver arny ard 11 division crders necessary or appropriate
for thwe effoctuation of such nales Ly Cpelator.

g

a0y lon=Uporator, alecting to tuhe such lon-Operator's
aforesald susre uf the oll, «&s or othar hydrocarvons produced
ard saved frox tuc leaged :remlses il kird, shall furnish, at
the s0ls exp:rse of sueh lon-Operator, such faclllities as nay
to pecessury bto offect divislon and swmesuresent of, and to ree
ceive, the asse on Or bverore the date fized in such Yor-Operae
tor's notice to Cperator upon which delivery in kird is to be
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comnenced, and s.all bear all oxtra ex ense incurred by Upsra=-
tor in sakins suach delivery.

The fcreysxpv rlgi:t in any None(arator to take in kird
may Dat be exarcisad or enjoyed by sucu Fon-Operator if and
what auch ‘Or-ur;?ator 12 or becons irn default in respect
of apy zaynsiLs am anounts owned by auch Iion-Operator under
tiis agrec ert, ard when and while such default exists Upera=
tor may dec;&ro 3“ songe making dellveries to or for the
acacunc of such Lop=Cporator 9f such Ion=Crorator's aforesald
ahare of tihe ”"Ouuﬂ si15r in question.

uhauld ry ¥ "-ﬂrﬁﬂatar, aexorcizing such right to take in
kind, fall ta Teppish facliities, or rot tzizz delivsry on the
dnte fixeu in *ﬁa ahove L;tiea to uporator, then suoh notice
shall be vold and of no «lfect,

211 wells drilled on
vt it s includling all faclle
itieg ard in: tall&*ianr for starizh, ! 11?9 ard trarsrorting
production 11 sniaction with ,rodnclbg, savipg and narketling
the same, &b 11 tﬁ drilled or irstallesd orn a competitive ocone
tract badig, or at oricen and unon toras aprroved by Uperator
ard all of tie Upr-Ozeratorss If ary I r-Coorator siall not
atibe In woltlirs to Operator witiin f&u? tor days xcn fo“-
Cperater's digapproval of prices or Leras stated to suoh rone
grerator by Uuerator f«* sueh oparatiosng o Lrstﬂllatian

TS GftLGQl" gher n a eozpetitive coytract basls, ? it
3211 be con neiualv sresuned that aach Tone=Charator aﬁproved
tiie snne,

Jectlon . I
ng leased pronlses

17 uperator undertuies 0 rf::: any Suei WorK Or Serve
jces for tie Jolirt aegount or fu&ﬂi Laq ary af Crmsrator's
facilitias ir connaotliorn therewith, ﬁ“ﬁrutar shall -erfors such
work nd aervicos 18 a iadependont contruotor and for a conside
pration and ulon ti2 saws tepms gerorally srovalling for like
wiors and dervicaa in the area, and shall furnish sueh fneilite
1a5 or. tLae Loais of their reasorable rantel value,

agtigh ?. Leoourbins idns, cavioerd and Advianceg!
Lsorator 8.1l licar for and eharge to thae (sint account of all
tiie rgg.c?%rdtgrw rtercsted in the isased . remises, as authore

ized heretidar, =1l costs, sxpensos and 1iabilitiss incldert
to érillirg, tegtiig, equlpping, comnletirz, abandoning and
alvaging aterinl from, ths 3o§rt acoourt wells drilled on

the loased fi4”13$8, op $rourred in corrcction with roworking,
deeponliryg or re-complsting aperat*sus, or ir aequirlﬂé. oroct-
ire and installing all procerty, structures, -atnerins lires
turkg, treating, seasurlr: and st;:r ”%ci Atiss angd egulpmenﬁ
necaasery to onerate and talntaln sueh w3llc and earry on such
operations ard to produce, save s’;i’\i aargst the production therce
£707 bv**ﬂliverg to the ;urchasaer Ir the 7I1ald or fron the
laeaue taris whareever sltuated, Crorator 2311 alss charge

ts aueh Joint ngﬁurt all other costs, gxnanaysg and liabilities
scthorized to he ireurped hersunder in conrsotlon with the
leaged srexises or the loasehold irtﬂ“gvuu. {3ueh charges toO
the Joirt accourt urd matters relaticy to the accounting proe
codure votween bngrator nd Yorelreprators 3 111 be overned

by :ie provicions Leredd grd of tie lgeourii o “rooedure ..ore-
to uttached, corted Phxhlbit ne, ard by t:"; refersnce ade a
r3ft “,reaf- ard, oxcent us wf“*rwi’e “f dad tereir, LIlling
by rator and ﬁa"mant by loneCrer: to g 9‘;11 1180 be rovorned
by tﬁﬁ arsileatls ;:ﬁvlsia“s of aaild Txalbit T.)

[
rxeopt wita resg a0t to costs, siperses and liebilitles
authorized to boe 1:curped rwereunder as provided in the fore=-

"y
QSR



-

going paragruph ard i otiier sections hersof, Operator shall
not incur for or chargs to tiie Joint account costs, expenses

or llabillitios ir connection with any slrele praject or iten
of capital invostaent, in excess of Five Thousand (eé 000,00)
Dollars, without thoe “uten consernt of ezch Ian-oﬂerator firat
cbtaired. 1If, however, & projfect or lnvestment is 80 approved,
Orerator wuay frour ond A%PE@ to tiie joint account all costs,
exponses anﬁ liatllity incldert to such »roject, investment

or operatiorn withoeut further approval beirg reﬂuired.

out of the ezllanizcns from lone=Cperators hereundor, 0pole
ator shall pay 21l costs, expenses and llebilitles Incurred
for the joirt account,

gperator coy ab oy btime ernd froo tive to time regaire
each lone- u“erabgf to pa; ir advance such lNone={rerator's proe=
portiona te ;~~t of 25ti ated expendlitures hereurder for costs,
expenses anc 1iaLllitics incurred ln connectlion with operations
on, and constructlon of fagllities and aoﬂu=o;uion of equip-
pent for or used irn operoting, the leased rrerlses for the joint
account, by rak*fﬁ written request for such sdvance paynm rant
(stating the dete bSlo expepditure is ts te made, auch reauest

to b2 made at lsuaob twerty (20) deys polor t> auch stated exe
penaiture data,) aol: lor-Operator Mereby arrees to pay to
Cperator the amourt re-.usted at lcouct five (3) days before

the date t.uc oxrorditure id to be “agJ, and 1f sueh payment

18 robt so sade v anount thereof, o any unralild balarce, shall
bear ard succh Yon-Cperator shall *rv irterest at the rate of
six (6%) psr cert por srnes until pald, 2djuatoents betweon
estirntes ard actuel ex;ondltures s‘ 221 ve ~ode by Operator and
the resarsctive accounte shall be &djuabad accordingly monthly.

ﬁesarﬁ anﬁ Qﬁevatiana' rach
;or-Oﬁsrai\r, 1 o Mor tives, shall
nove the rischt ot 211 reasopabls ui-Js ﬁy «u;»et ard audlt
Operatortsz Loor s, recurds apd irvoices pertairing to any naote
ter of eccourtins or otherwise in resrect of the leased pre=-
rilses cr tiue gaia* aceourte

2
Sectliorn G
i

&3

Tagl opelpovntor, ard suer lor=Cuerctor's represortatives,

stall, at sceh ! A-G;erataz's ard tieir risk, be ertitled to

acceas tou the lecsed prenises and ell vrorerty reld or used in

connection thorewitd, to the wells uiich arn bain@ drilled, re=-
wort.ed or produced thereon and to thi: lops ord drilling, pro=-

duction and Otz&? records pertairing thereto., Tacli non-Operae

tor s8i:811 c¢lsc i ve the riﬂht to recelve delivereﬁ te such
Non=Creratorts Jevrcsertative at the ﬁﬁli aacyples of all

cores and ;gttli;a of suffieient size to te of labioratory

vaulue, ard coples of all Sehlumbercer and -iler olactrioal

lors, znd cf re;;"sﬁ on gny amd =211 testz rur or any wells.

Sectior U, Lnpuranco: Operator at ill tires during the

rilliﬁg ard/or orsratior af tho lergad nro ges stall carry

ard raint: i" ir offsct thn followin: iaq3r \res arplicable to
all operutions corducted under thlc asres ent, excert to the
sxtert tiat, unor racommﬁrdation of tﬁe Gzer?tor 211 lone
Cperatore ahall arprovo Los eliriration or itdeation of
any such insurance:

le .orvkmern's Comperaation under tie lawus of the “tate
of

~e ublic }¢4b11 ty ard iroporty uaax;e! with limits of
not less than 5100,000/3200,000 und $100,000,

3 A4utozoblieo Liablllty Insurunee, with limits of $100,000/



$200,000 and sutomobile “roper wage Insurance,
with'1imdt of 410,000,

4, Cwrarta Contlircent or Proteotive Liability, with
linits of net less than izﬁ,GOG/ :50,0004

Se Fire Trourareo on the actual value of the lnstallae
tiorn and personal nroperty su bvect to fire loss,

Be Qifastarmz Tornado, ete., wit: linits of the actual
vaia@ of the :'atﬁilatigns and ~srsonal oroperty
[y o tho Joint acoount,

All other irsurarce rurchased sh-ll be subiinet Lo the ~rior
aphroval of Lon=Groarmab Ororator o nll subalt to a named
roninee of 13§-Oidwaaa '3 certificates of insurance in evidence
of the above cover: o, sucil certifiocnte: shall speelfy that in
ovent of cuncellativn or msateilal ahanga ir ¢ ,uvarage, at least
ten (10) duys' -rior notice will bs gliven said rooinee of Yone
Oparators,

Section 10, ﬁﬁaes. tnloss otherise arrarged, eagch I'yne
Operator siell render Tor taxation such ;or-”*erator‘s interast
in tie lease(s) and nay suoh Noned rorator's own taxes, and
Coerator shell have no regporsiblility with respect t: ereto.
Operator gl:ll, howovar, pay and charge to tie joint account
all “raductlbr soverance, cathordrng arnd other like taxos,

Section 1l. 1 Operator shell ;nvﬁ, ané heredby is
exprecaly grented, or uron the intereuts of cuch lion-Operae-
tor in the lense(s) hereof, and in the ﬂells, ojuipnent, pro=
duction, ;voceed.; from sroduction and othor rroperty “eiatirg
to or used in conrﬂﬂtien with the orernt iOV” oar tho locsed
prenisaes, (0 ascurs $0 Craerator all zumn vhicl sy become due
and ovring by u!cL Pone(; eretor uder this arreoment, Sueh -
lien nay be erforced by Tperator in tho sone 'fnna‘ as any
othepr ﬁort'"'e lien, anrc such reredy, us &ell any othe
»Meht and cnmedr of Srerator !areunder, siiell bn ‘n add’ tion
to, 2rd not ir lim-tabiur of, all othep rishte ard remedles
which Operotor oy ove or arjoy wender the termg hereof or
otheruise, uf Taw o ip oquity.

Ag furtier seccurit: for the gsums wiich ray becone due and
owlrg herelrdoer to fnercalor, ageh Non-Gp ar*;&v lereby transfors
and assirrs to Goerstor suel. NoneOr eratorte irtorest 1n the oll,
pag and olnor hydro-carions sroduced Lroo t&@ lnsased premisges
urd thie proceeds accerulrpg to such irnterest,

Fo purchoger or other :erson, Jim: or cornoraion pupre
chesirg, storing, Sondling, trarsportirg or obl erwlee dealing
wits the production frow tiw leased jremises chall be required
to tuke notlce of, or ipeur, any liablllity to n;enator on
accﬁunt of suen Ller or the ass**nfe,% of rrocuction an. pro=
ceeds herein oade, vnleus ard until Crerator shall have civen
rctice in wr it’xr Lﬂ such [ urchaser or othor persorn, frn or
corroration nssertirs teat a ”on—Ona“atar irterested ir th
leazed rres’ sea Las falled to pey tio emourts due b; stoh lone
¢perator hereunder, Upon recaipt of guoh no tl“ﬁ steh pure
claser or other percon, firr or corporatiocn i be authorized
to pay over to Cperator the proeeeds due und *g;ble or the
interest of t'e Aa;-uﬂerater numed in cuch I'oti jee ir produection
froo the lenszod presiises, tLtduht ol ;fativ > look to the
applicatior thereol by suen (porator, and t‘? “acaibt of
Operator shzll be 1l aﬁquitt“ree anc dlscharge of the amounts
so pald,




Ll al ]

Section l-a. S G0 2 D8 “u :
wellgt If any lione0perstor eterm res to ;
the sase(u, covered ihoreby, Or ony of tham, or any producing
well waloh 'lug esased to produce, or in such lone(perator's

opirion L8 not producirg In payirns ctantl tlos, suoh Fon=Opere
ator stall nobilfy 1n weliting all the otlier lone-Operators of
“such docision, ‘uch UpieOperator reccivirye such notice shall
havs if?iqs (15 ﬁays nithin which tc sloct by notice in
wr$tiﬂﬁ livered 4o the f;ﬁ-GpBr& :ivirg notice of surrend-
er or ade loncernt vhether such xsﬂ-qu““co W11 Joln therein
or will accent sasigrrert of sueh lease{s! or take over such
well Tf all the other zaﬁ-i,arausrs desire to aceept such
assinnaegt theyr sL.all ac:ulre res: sotive irterests in the ine
terest asgsirred »roportionate to Lielr afuressid respective
co=ournorshic Arntnorasts In the leasehold estate, If the
aceatling Ion=-Crevator: ba legs toan uil O ths othsr llon=Uper=
atorg, Lhoy sinll :*v'*f, ol .-.gzavtgqu v the irtersst
assli; nad, anless oilervine ag"ﬁaa LeLL o than,., I any lone

O orator roceivin: rotics of surropder ar ;bn;ﬁ rent fails

80 L0 notify tho loneGrorator siving cuolh notlice, 3uch None
Cporator sizll Le conclislvely des ed to .uve slected to Join
1n such surrerder or abindormont . ' '

ir a¢l tha on=Grorators eloct tc Joln An sueh surrender
ox abardeizent, sich leuss(s) or well, as the case may be,
giall be swrrardesed and abapioned, and Orapator siall anﬂea-
vor tc r»move and recover all salvrgenble materials and equip~
ment on or uned in connoctlon with sueh lease(s) or wells

D Toregddrs: assisanent abell troansfer znd ngsien all
intereat in Lie iﬂdﬂﬁ‘ﬁ‘ and in Ll eﬁuxﬁ,ant ti.oreon, or,
12 oniy in rag,ect 3 a well, shglil transfer auw assign all
irterost in uich well, the nroduction tiarefros and the eculpe
sent :;u*ein, and the loasel(s) irsofsr as toe name cover oil
=xd i3 2k >~tu i oend anlier a treet of Jorty 7} aecros around
o uull aL ~ag oant pes rdents Lo ond onler o tract of three
hundred toe by (B87) aeres, 2imll rly located, or in ard under
sueh bract g accods wlth the weil soaelins nabtern in thie fleld
;f it be é;fferanﬁ thar aald 40 acre and U950 ucre unlts respecte
ivaly,

Aralpnaot suels :au5~ﬂgent, tha asali-ninr Pons=Oporator shall
bo ralloy ;1 ollipations *ﬁ“.'a}?e?‘zft{}:‘ {Lirt not trcretoe
fore) accrulr” urnder this agroeeco-t 1 =anpnet of the 'ntereat
agalrrad,

Becbil -8l neont ond cactition: Any Lone-Operator
ray sell, ;. agsliap or wortgare all or anmy part of sueh
,OL-O“bruﬁJ"a irtorest in ths leasels) covernd Maﬂeby ir
more tham ora ilacsa 1is ¢3vared Agraby wid b collils AN=0p8r=
ator sells, btrunsfars, asigns or aort;iies leos tlan auoh
FPor=0goratox's ontire lrteresl in all tho lenaeg covered hereby,
thie interast g0 dlaposed of szull bo o undifory undivided 1nter~
est 1in all the loases covered hereby, ser sale, transfer or
assighmont 3aall ba oade aublaoct Lo 6ils rﬂreeaent ard the
-u‘c“eser, qurs¢aree or assignes sanll assue all the oblica-
tiona of tols agroscent and gnall be responsibdle for ard bear,
ag 2 Co=owner fﬂd Von=unerator Lereunder, suc: narty's nropore
tionabte port o l costs, ~%ﬁar:¢, and *iah‘1;t;as chnrpeable

and charead to t Joint account hereuidaer

¥or tie rvurpopes of tiig provis: ﬂn, the surchager of ife
terasts Ir the loasos gt o Foreelosure ol ofhoup 8ale Lirou {;h

court process shull be congldered @ [ urchuser, transferee urd
agsisnoe, vut the Trustes uniér a lurt,gra and bDeed of Trust



phall not bu reculred to assune or unﬂertahe guoli obligations
unless ard until such Trustee alzll huve scquired such interests
or & sale tlcreol upon ;oreelssure.

burire Sie Sorn of this agrec ent po 0‘“ v horeto shall
have Lio L0 o zZeetition, by asale or otlerilse, tho leuse(s)
covered Lercby, or thc area covered by suc ﬁuuse s); provided
hat @ sale, transZer, a:aigﬁmsnt oo Gort: U0, zode sublect to
tile aprec.crt and An accordance with its uaﬁus, of all of a
~*"t;'” 1ntc"cst in Lo zgqss(ﬂ; covered oLy, or of an une
divided pordion Lhuresd tirouri.oul the ouia, shall not be deone

ey -
206 S Ei-‘r‘b.&t.l.ngg

4 l*""“

“ectiocn 14 .3s;or;?Jilﬂty o tartleg:s Tt iz the exe
progas purnose nrd iTLonti.n of tho :artiar “ereto thad thelir
owrer shilp in tio lsuca{s) covered horeby .4 irn the leased
preciges ghall bo as tonarits ik comnon ard it ic not the rire
pose or ;ntauuisn of Lhip Tnstrunent to v’aute, and the same
ghall never Le conctrusd oo ereatirg a covtperaldp or other
relationgihin Jorcby nny arty nersto sha}l be wld Tor the acts,
siti.or of oulssion or comission, of apy rarty or parties horee
under. :

Ceetiurn 1b.  gorge lajotre oud ooucabory Codieg: If any
au-ty derhtu Lo reid unablo, wholly  ward, by force
maajeure or ony sther gause of any LAnd not fﬁ&ﬁﬂhfulg within
sucn purbyls cunbroi, o perfoim o oo iy wlth any obilgation
or proviszicrn of tio agrvp art, Uyor Sivlrg rotlics urd roasone
ably £ull .rtisuless to Lo ofier gurtlus Lovoto, such oblie-
“**ian or ;rovisicon zhnil Eu suzperaed curing t..o contlinuance
of tie ilmb;;;t.; GOocaused, epd snell jarty shall Le selieved
of 1llablility ard ginil safre no ;reiuniue for J:llure boO par-
form tlc sale uhllu; sucii perlodj provided, tic cbllgation to
rake PAYLORGD Luol L LG, or sﬂici coy beo me 4 Careunder
Qa‘&-*l -A\JU W i ;s‘_ Sl ub’ ;mb. t;r(‘ ‘.ﬂ {.u ‘.ll bs

-
o

r 4 s My - %,
B CHRLH Y {)u T L GE L\JH‘J-&V.&.G *f; tl&i- ol

This agreerocnt sLuail be gut ect L: nzd'~mc ~artles hereto
dni2d compi, witn 21 Tedoral wnd Ltule | ard 21 valld
2g Laubiorg and élrect! Q"& cf oy

?
¢

3 . P £3

orders, rlic:, ; 3 fuly constle
PR A g P T &, % L 3% - N P TP,

vibted oultibcoiby wvlne Swrisdletion L theo e loog.

Slog:  In bhs avert of looy or Pallureo of
covered nereby, rovronsitilisy of sach
Il guok lousel(s; siull bte several, amd

Y et 1
5.3 .,A.Gc..‘;’;»\n,

titlio ity
Y

purty 8o : ;
not jolint, and =hi’l be linlted to the :rsunctisa or fraceeds
aeerul: o to suot bets Irtersat thereln and the royaltlic

4

atiributable % oo "’E*g\;d

Sectlon 17. gr;: wubleot to tlo proviiiors of section
nucbered 12 LOUesl, Thie . wree ort sioll rencir ip .11 force
and effect fcr ord wurirp the terc of the jeanne covered hereby,
or tua ters of the .8t .0 the Joasss covercc Loreby, ard for
the Yull tesr. of @i ror..als or w“u““ﬁiiiﬁ off cane, whoether
by rodtetlior or czﬁgrwiQw,

cection 1, (abticear Apy rotice, veoucst, dorard
atalenclt,bill or clner Laﬁmhbieﬁ;xsﬁ j&UVt;s “w; ir &t {s
greemv“t sludll be In writlng, aih .¢:1l Lo duow.od to Lave been
favoern oo delliverud un e day wadled i plueaa éx 4 post: aid
envelore wid depoglited i the Unlted tuotes 17! first cluss,
directed (until ciorged by written naiice Lo Lpers), 1r
aGdressod Lo o G osrator, so follow

-

In coue ol Srorators Vetbiorew ra uusws11,
710 Dirst latlomal Dank “Pullal
Dallas, Te:iasy and



Tim G, lowry, 138
135 Bouth T.alslie “treot
Chicaro 3, xllinois;

and, if addressod to any oDeU parauar, nt tie addross listed 1In
the oponlrg zaragraph uC“@Qf, or abt sucnk otlior address as the
Lop-Operator Shall lodge froo tloe te timoe with tne Cperators.

, Ceotion le. ‘ '*'~t** :  any controversy arising heree
undor tetwesn on=dnorators, or botween Crorator
and any lon=Gpercicr, o hsu«aer indiv iu;nl Iv“-u, rotors shall
be subzitted to :z::*"wa;:an by a board ol tor oc(3) arbltrators
uporn the writter resjtest of tie party, or “*r ies rejuesting

r*itratien, whioh revuost shsll pace one (1 arbitrator.

»r:» “S‘

The surty, or rarsc. rogalvdng tuc“ roouest samll,
witiin ten (1C @;33 tiw?e&ft v, Wy writter notlice to the

other, or -ticrs, coucerred moe Lhe gaes rd arbitrator, o
falilrg so Lo Ao, L o sooond srbisrator anall ba anpointed
by the Judss serior in service of the Upitod  totes Dilstrict
Court for tie "outoorn _istribt a” Taxac upon racuest of the
party, or rarties, Institutlng acbitration Lornupdele

e Lwo (£ arbitrcators o aspolrted 50011 rame the
s foilirs =0 to do within ter {10) o cfter unpointe
ta sacord artits 5‘3:’ o third azy i lLoator oy be
ppoi,tau by snlu cobior judpe upur ve wist of ory party Lo
tio arbitratiol.

L8 pecards f.Sters concornlig accounts o accourting
Lerounder, tuc asbitiators appolited ooall Lo indeyendent
certifiod Lublic accountantu wiho praclice oIl il 8 aceournte

il e

PP TN A B oy ney

Sne arbilrntors ou aspsirted g0 1 prooptipy nesr ard
detiaizdiae, by Ui coneurrence oY v a salority of them
the autter or wattevs in disiuv“, aftor w:;tt@: nvtica to the
rartied concernes of suc time and place o tun uoardng . at

wiien euch carty .21l Le sntltica Lo e Leurd Tand als
reydeoy thelr url z“, decleion witndrn aixty (535 days azter
tio appoirtosrt o Lo tided arbltrator.

it 100 & ducisicon ls rot rordersd by
the [oard, ISt ; t;eracf, suc rerifng arbitration
shall csase ard catermine without prej udico to tro ripnt of

any purty thoersts to proceed ancu her*”**c” for arbitration
of the sune nattor or ootbers Ir dis-ute

The deeiui,r of v.o 3‘L;t“dto$u, or of a nojordity
tieroof, oinll be final omd bledling groen tre nortles to the
f"L;tJQLian Lo tﬂ tae - .tteor, o Aitt,iu, subiitted horeurder
for arbitration, and such artics 330& of trer, ahall
abldae by erd CUM»L] witl, sueh ﬁvcl i as te tha ;1: mant of

Tar ey uwdﬂu or oluor ize), nnd ’*ﬁ”ﬁ; t o2y be crbtered on
sueh doelsiorn ir any o_:t h vir/ Suris aict 5

Trhe expersass of 'LJit”atl 39 1~clua~a; regsorable cohe
ation to ths orbltrubors, s af1 e corre or o siured as the
sicr of tae artitrators chall airvct.

ord cuccessorg Ir Trtorsst: The

L 3 cf tils ﬁ'ﬂae JE S 321l exterd
i u or arnd inh‘é to the vorelit of, the partlics
noreto, licir Au;‘u, exacuturs, wduministrators, successors ard
assiegns, woebtlor Ly OF ;ratian af lew or oticrwise, and shall
constituts o coverant running witih the lands and 1easenold
ostutes covorsd Li.oreby.
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od that thi oay be executed in
nsd that no sno cony need have the gige

~abors 90 lons o
% original that

at laast one countern
Goalator,.

180 nlrned by the

s RS 4T,
{irat abovo wrl

ard dalivered o of the day and yoar
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shall Dot bs reguired to assume or undertake such obligations
ucleas apd untlil such Trustse siall huve meguired suoch interests
on a sale tlcreol upon foreclosure,

Durirg tie torm of this agreessit noe perty horeto shall
have tio right to sartistlion, by sale or otierwise, the leuse(s)
oovered lLiersby, o the area covered hy such ioasazs); provided
that a sale, transfer, ussipraent or mort age, zoadc subject to
tile agreoccent and in ccedndance with its teros, of all of a
party's intercst in the lease(s) coverad hareby, Oor o an une
divided portion Sisreof $hrousiout the sane, shall not be deeme
ad o partitico,.

Section 14: _ogrcopaibility of ‘artleg: 7% i3 the @xe
press purnose ard in e rarties horoto that thelr
ownership in tic louse(s) covered hereby ind ir the leased
prenlses si.all be ac temants in comoon ard 4t ic not the nure
poge or iutentlon of this Instrument to create, and the same

nall never be conctrued aa creating a rortnership or other
relationship whorely any rarty hereto siw:ll be anld for the acts,
sitior of oulsgsion or eomnlip:sion, of any narty or partios horee
under, -

Sh thes T

Sectivn 15, - - cudiess If ary
party seretd Lo reid 1, wWholly vart, by lorce
majeure or wny Stheor cause of arny kind not recsonably within
guch parbtyts controi, to psriumm Oor con ly with any obligation
or provision of tiis agresgiont, upor givirg notics and reagone
ably full jurticularz Lo €l otbhor purties horoto, such obli-
gsatiop or provislion shull be susparded during tie comtinuance
of the lunillity su cavegefl, und sueh party shall be relieved
of 1iability wnd giall suffer no rrejudice for lTullure %0 pere
form the sace durdng suoh perlodj provided, tlie obligation to
meke payoonts Loonh due, or wiiol may voo.me due, lhereunder
ghall pot Lo suugenlod, ard tic cause ol steleraion stull be
recscied so fur o posaltle with reasoiublc disvatche

This agreeront suall be gut/ject to and tio partles hereto
sull compiy wltn W11 Tederal and Dtalte Lavs, wid ull valid
orders, riles, reguvintiors and dlrectlions of nry duly constie

Luted autholity haviog Juricdietlion 1n the [rorices.

voebion 1. Uit in ths svent of 1o0ss or falluro of
title to tie lease(s; couvdlred heredy, recronsibility of each
party Lsroto Intercsted dr such losse(s; shall be geveral, amd
not Jolint, cnd shall be linltel to the produetion or proceoeds
acerul: o to auch »orty's lrtersst tlerelin arnd the roynlties
atiributavle thereto,

“taction 17. Jer;g:  Culeot Lo the provi:aiors of section
nucbered 12 “cresf,~ffzé agrsemert erall emnlr in full force
and effect ror ard durirg the term of thse lease covered hereby,
or tie ters of the lust of Ll luascs covered Loreby, ard for
ti.e full ter of any renswels or cutersi ng of saame, whether
by rrodtetion or otl.erwlae.

sectlion 1€, Loticea: Amy notice, veyusnst, dorand
stutermchit,bill or other cimusumndeation proviced for in thie
agreecciit s.ul1l be in writing, @id siwll be dou.ed t¢ Lave been
pdven oo deliverod on the duy malled if claced in a postpald
envelopo und deposited in the United Stotes 1nil, rirst clase,
diresoted (until chanpged By written roticc to tie others), 1f
addresssd to tho (perator, s ollows:

In cuaso of Uparators lotllgrew and loswell,
718 Tirst Yatlonal Dari Bullding
Dallas, Texasj and



1111 Ge IOW.?}’!‘ 135
138 fouth Talallis Streot
Chicaro 3, Illinois;

and, if addressod to any ?an—dperator, at the addross listed in
the openirg qa,d*““gh 46695-, or at suci othor address as the
Lhop=Qperator s dli lodee Trom tize to time with the Cperators,

_ Section 15, :  Any controveray arising here~
under tetwesn parator und lomedporators, or be twaen Crorator
and apy lone-Operutor, or hetween lndivid upl Iﬁr-ueeratars shall
be subzitted to artitration by a board of tiree(d) arbit"ators
upon the writter re:juest of the party, or Ha;t¢€a regucating

arbitration, wiich revucst shall nace ore (1) arvitrator,

The surty, or rartlss, resaelving such rsouest giall,
aitu‘n ten (ltj days thoreafter, by wr¢utar roctice to the
other, or L sra, ccuceried pame the sacord arbltrator, or
faliirr so to du! t:s socund arbitrator atall boe appointed
by the judgs serior In service of the United tates District
Court for tie “suthorn Liatridt of Texas upon requost of the
party, or ya‘ties, irstituting arbitration lcraunder,

"

The two (%) arbitrators so &;gai:tec 3.1 nare the
third, or foilling so to du within ten (10) &ays aftor ﬂupoi‘t-
rent 2f toie sccond arblitrator, tho third aryitrator be
appointed by swid gorior judge upor reuzst of an ﬂartg to
thio arbtitra

tiolie

A8 regaris nuatlers congcerning acasaxta sooaccourntding
Horeurder, tic arblirators appolited s.wll Lo lpdssendent
certiriad #ubl¢c aceountants who practice 011 il g8 acoounte
BICY e

Jne o arbitrators so wppointoed sluill prouptly hear ard
detarzine, by the coneurrance of atbt lsast a ma,o"ity of then,
ne matter opr aatters in dispute, after writtsr notice to the’
parties concerzed of the time and 31&3& of tae zouaring, at
wi.ich euceh rarity siizll be sntitlod Lo be Lezrd, and shall
rarder their writter declciorn witidn Jlxty (= 55 days after
tig appolntosrt of Lno third ardbltrator,.

0 welthdn s2id period a decisiorn Is not rorndered by
the lowrd, or o majority taersof suen "ciiwna arbitration
shall cesse and dsteralne sitﬁau rrejudies to the rirhkt of
any rurty thoereto to procaed unew horeurder for arbitration
of the same natter or mutiers 13 disrute,

The decision of t.. arbit: rators, or of o najority
thereof, cimll be firal ond bindlns cror toe rarties to the
arbitralion as to tic suttor, or matters, sul:zitted hareunder
for arbitration, ard such parties, ard =ach of tﬁem, ahall
abide by erd cor s1y with sweh decision (@8 tc the raysent of
morey awards or otier 1se), and judgerart oy be ertered on
suel: declsion 1o any ecuvt hovine juric: ietton,

o

13

.e gxperses of arbitration, includirs regsorable com=
pensatlion to ths zrbltrators, atiall ta corre o shared us the
decislon of the artitretors shall dirsct,

Lection 2C. ‘ ; : prs Ir Intorest: The
terus, provislons und con t <8 apree ert siall exterd
to, be blnding ug on ard inture to the bvenelflt of, the parties
hnoreto, tielr helrs, exueatuas, aduinistrators, successors ard
agssigns, wosethor by opepation of law or octlcrwise, and shall
constitute o coverart rupnimg with the lands and easenola
estutes covorsd t' oreby.




Sectlion 21, = 3 17T
It is contompla that tais aggrea ent may be executed in

nunerous adunteru;$ts and that no one cor need Lave the slge
ratures of 2ll loneoparators 80 long an 11 ToneGperators sign

at least orc cgunuarna?t originel. that alao nicned by the

Goaralor,.

“icned, soalad and dollverad ag of the day and year

{irat adbove :‘?t?%ﬂ. -
™o 0
o5 ” T ard

T o, R@l;”, Onerators,

iy (5TAL)




STATE OF

1 , a notary
1.3 §Ov Ene (oulby anc otate ororesgald, on this day

perasoralily appesre
tpown 40 @m0 Lo Lo
to tic foregolig i
exocuted Lic sua
expreased,

. [ Y
g F Cse noanes are scusoerlived
atrusent, wd acinov.ed;ad to me that he
» the surposes aré curcideration therein

51 the peraans vl

civen under sy hand and seal of oflce thls
duy of _ Halle 19 .

Yotar; .ub.llc, ‘County,

v commicelon expires




011 ard g lease No, F=281 from the
to l.evi A, Hughey dated ¥Way 2, 1945, in aso

State of New Mexleco

far as said lease

covers tihe following lemd in o Arriba County, Few Vexico:

Vw1 /4 16
Si=l/4 o
Nel/2 ard 1'=1/2 of 8Tn-l/4 2
5=1/2 of Nel/2 and SE-l/4 16

subject to overriding royvalty of five nar cent

3

6
8
6
6ii

igres
160
160

<00

o



APPOINTHENT OF OPLRATORS

Whereas under the terms of that certain Operating
Agreement dated liarch 15, 1951, between Todd M, Pettlgrew
and Thomas %, Doswell, and Tim G, Lowry, as Operators, deslig--
nated collectively aa "Operator", and Charles F, Reuter & Co.,
Sylvester W, Muldowney, Davld G, Baird, Theodore S, Watson,
Philip Nash, ‘illlam H, Colvin, ilenry Scarborough, and Eric
S, ¥Yorse, as Yon-Operators, it 1s provided that the Noh=-Oper-
ators hoidiﬁg or ownlng sixty five per cent (654) or more of
the lcasehold estate covered by sald Operating Agreement may
remove the Operator arnd designate a new Operator, and

Whereas TiOMAS ¢/, DOSWELL died on August 20, 1951
and the Non-Operators wish to designate a new Operaaora and

Yhereas the lesasehold estate covered b: said Cperat-
ing Agrecsent 1s row owuned or held by the following persons
in the indicated proportions:

Cihiarles ¥, Reuter & Co,, 37/64ths

Sylvester W. Muldowney 6/64ths
David G, Baird 4/64ths
Theodore S. watson 4/64ths
Thilip Kash 4/64ths
%illiam H. Colvin 4/64ths
Henry Scarborough 4/64ths
Lrie S, ilorse 1/64th

dMow, therefore, notice is hereby given pursuant to
Section 2 of said Operating Agreement of the appointment of
Todd ¥, Pettigrew and Tim G. Lowry as "Operator" under sald
agresusnt, upon tiie followlng conditions:

{a) Operator Lowry shall have exclusive authority
anrd obligation with respect to keeping books
of account, making calls upon the Non-Opera-
tors for funds and receiving and disbursing
the gsanme,

{(v) Pettigrew shall be reimbursed by the joint
account for his necessary expcnses (for
which he shall submit monthly statements)
but reccive notiing for his personal serve
ices,

(e¢) lowry s2all be reimbursed by the joint account
for his recessary expenses and reasonable come
versation for his serviees, for which he shall
submit monthly statesents,

(a) This instrument shall be effective when a
counterpart original of this instrument shall
nave been signed and deposited with Tim G,
Lowry by Non-Operators owning sixty five
per cent (65%) or more of sald leasehold estate
and accepted by seld Pettigrew and Lowry,

In Witness .hereof, this instrument is executed as of August 21,
1951.



(STAL)

Charies ¥. ROULHST & Co.

(STAL)

Sylvester W, Muldowney

, _ (5EAL)
David G. Baird
" {SHEAL)
Theodore S, watson
—_— (SEAL)
Philip Nash
{STAL)
T Wililam ©, Coivin
(SEAL)

Henry Cearborough

Eric 3, Morse

e hereby acce;t the foregoing appointment,

(sEAL)

Todd 1. pettiprew

(3EAL)

Tim G. Lowry
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TRTOLICO YL COISEIG - TICH COMIssIon

a0 FE, EE OVEAICO

By

Lew Mexlco Cll Conservat.on Commission
Santa Fe, lew l'sxico.

€025 the undersigred, lLowry et al Operating Account,
with offices at 616 Central Avenue *ast, Albuqguerque, Tew
Yexico, by its attorney, Jason . Kellanln, F. 0, Box 361,
Sarta Fe, lew Nexico, ard riles herewith three coplies of a
proposed Unit Agreccent for the development and operation
of the Plotured Cliffs Unit No. 8 unit area, o bracirg land
situated in io Arriba County, lew exico, ard 'ereby makes
application for the approval of said Unit Agree ent, and in
support thereof sihowua:

1.
That tie urit srea desigrnated in sald agree:sent come

prises 1u0 acres situated in Rlo Arrida County, 'ew Vexieo,

v

wore tarticolarly deaseribed as follows:

Ture 86 14, He O Jap, Kol obae
Bec., 16 v LW

Tuat all of the abovae described lands are owned by the State
of hkew Mexleo upon .iieh tie applicant and others are owurers
of 0ll and gas leases issued by the Comviissioner of tublie
Lands of the itate of Lew “oxleo, and consist of parts of
State Loase L=29) which has been segreguted by assignment,
insofar as abvove unit 1s curcerned, as follows:

LeB89l«25, bLeing tie NaKN: and

T=291=17, being tue SgN: all

beirg in Sec. 16, Twp, 206 1. i, 6 W,

Ze
That there ls attached hereto, made a part hereof, and

for the pur:osas of identification marked Txhiblt "aA", a plat



indicating tiic producling iletured Cliffs Gas wWells which have
been eamplebed ir Jec. 2, Leoase N=29lel7 and in Sec, 16,
1.68808 Te20lel7 and He-201-25, That on sald plat i3 indieoat-
ad reolorical inforration and hecnuse of this peolosiecal ine
forxzation applicart bellevas that the above descerlbad area
is an aroa sultalle and proper for unitlzation.

Se

That Tin ¢, Ioury ard Todd T. tetti rew are desipnated
a3 the Unit Operator in snuld agreescont and the Unlt Gperaﬁor
is given authority under tie terms thereof to carry on all
operations wiiioli are neces:ary for the developmont of the
Unit areas for oil and sus subject to all applicable laws and
regulations, That pursuart to sald lLnit Agree.ent aprplicant
is reguesting approval of a unit of 160 acres as a (as (perate
ing Unit, insofar, but only lnaofar as production from the
Piotured Cliffs forsantion is concerned, sald unit beirp in
full compliance with well spacing and acrenge reculrements
of the l'ew T'exico 0il Canaervaﬁion Coaniasion.

4.

Tiat t.ere is ttashed hereto, made a part areof, and
for p.rpoges of idertification marked “xhibit "i", a eony of
exactted 'nit Arree-art wnerein all cuners of lsasehold
interasts have comrittzad thelr interests to the asroe.ert,.

That said Unit “gres:ent 1s in substantially the same
form as Unit Arreen.rts inretofore approved by the Commissione
er of iublic Lards of the Jtate of lew Vexico and by the New
:exieo C1l Corservation Commission, and it is believed that
operations to be ca:rrled on under tic terms thereof will
prouote tie economical ard efflolent recovery of oll and
zas to the end tiat the maxXlmum yleld may be obtained from
tiie field or area. Froduction is to be limited to such pro-
duction as way be put to beneficlal use with adequate realiz-

ation of ruoi and other values, and it is further believed

e



that the Agroesent will be in the interast of the conservae
tion of oil and zas and the provention of waste as conten-
plated by the 011l Conservation Statutes of the State of
Few “exico,

Se

That ucon an order bvelngs entored by tie lew Yexico 01l
Conservation Corrissinsr anprovins the said "'nit Anreerent,
and after apzroval thereof by the Commissioner of rublie
Lards of the “tate of I'uy hexied, a fully ssecuted and ape-
proved copy of sald agreczent will be filed with the lew
Mexico 0il Conservation Commission.

GIREFORL., th indersigned’a;plicant regpectfully re=-
quests that & jublic hearing be held orn the matter of the
approval of sald Unit sgreement as provided by tiue Statutes
of the sState of Eow Mexlieo, and the regsulations of the lLow
vaxico 01l Corservation Commission, ard that upon sald Lear-
ing sald Unit Agreexent be approved by tie Few "exieco Cll

Congservationr Commission,

nespectfully subriitted,
Loy et al O uiaaTII G ACCQUIT

s
14F
4ty

ahin, Attornaey



