et #1 Copper
Lease #LT789 .
H/60 ac. or NRSEL
Seetion 20«25537R
Lea County, New Mexico

Barry Leonard, et al, lease
Dated: 2228445,
Recorded: Book 56, page 55, Uil % (as Records of lea County, New Mexicc,
Primary Term: Ten years.
Torking lnterestt 3/8 of 7/8 subject to oil payment.
Consideration Paids $100,00 per acre plus 21,000,00 per acre oil payment,
payable out of 1/16 of 7/8 of oil produced.

5o Mo Ttloyd, et ux, lease
Cated: 3~13-h5.
Recorded: Fook 56, page 59, Uil % Gas Records of iea County, New Mexico,
Primary Term: Tan years.
working Interest: 3/8 of 7/8 subject t¢ oil payment.
Consideration Paid: $100,00 per acre pluz 71,000,00 per acre coil payment,
payable out of 1/16 of 7/8 of oil produced.

By lotter dated 12-18-53, E. i Culbertson and tallace '. Irwin requested Phillips
to contribute 1/2 of their interest in above leases beiow a depth of LOOO* or
contribute 37,000,00 dry hole money in support of en Ellenburger test to be located
in the NE2S.i Section 28-255-37E, Lea County, New Hexico, Proposed test well was
to be commenced by L-l-5h.

By letter to Culbertson and Irwin dated 2-16-54, Fhillipa sgreed to contribute
$7,000,00 dry hole money in support of a well driiled in the N:i}9w) Section 28-25537%,
iea County, New Mexico, to a depth of 11,000 or to excessive watar in the Fllenburger
formation at 2 lesser depth or to impenetrable substance at a lesser depth. 3aid
letter provided that wsll was to be commenced by L-i-5L and completed by 10-1-5i,

By letter dated 2-2h-th, Culbertson and irwin assigned to Anderson-Prichard Cil
Corporation all their interest in Phillips dry hole contribution letter dated 2-16e5k.

Fy letter dated 3-1-S5L, Philliips consented tc assignment of dry hole letter to
Anderson-Frichard.

By letter dated 3-8=5L, Culbertson and Irwin requested an extension of time to
L=15-5h witain whlch to commence their propcsed test well,

Py letter dated 3-11-5L, Philiips agreed that proposzed test well couid be commenced
by L-15<54 and completed by 10-12-5),
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Anderson-Prichard #. American Repubiics Federal located in the NE;Tw3 3eetion 28252378,
Lee County, New Mexico, was spudded Lelli~Sli.

By letter dated 1l1-29=5L, Anderson-Prichard requested an extension of tims to 3J=1-55
within wnich %o complete their #1 American Republics Federal.

By letter dated 12-13-5L, Prillips granted an extension ¢f time to 2-1.55 within
which the #1 Amerlcan depublics Federal could be complieted.

#1 American Republiles Federal completed l-17-55. L.F. calculated open flow 67,500 MCFGPD
thru 20/64" choke.
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On 8-16-54 Phililps started negotiations with the owners under ths TE; Section 28-
255-3% for unitising said 160 acres and drilling an offset to the Anderson<Prichard
#1 American Hepublics Federal., Ytoodley Fetroleum Company, whe cuns lease covering
the /100 acres of SE} Section 28-253-377, advised that they would not consider
unltizing except for production of gas below a depth of LO0O' and would not consider
this type of unitization until the Anderson-Frichard ¢l Ameriecan fepublics Federal
vas completed,

Numerous discussions were had by Phililps with the uwners under the 373 Seetion 28
2535-37E relative to the terms and contents of a Unit Operading igreement. It was
not possible to prepare such an agresment until the Anderson-Prichard #1 American
Reputlics Federal was completed since 1t was not certain whether it would be completed
as a gas wall or an oil well and it was not certain as to what depth the well should
be projected,

After completion of the #1 Ameriean -wputiics Federal, we started Lhe preparation of
a /nit Operating Agreement and after numerous discussions with the ownere under the
SRy Sectlon 28-255-37E, a Unit Upersting igreement covering the Ei Section 28-255-37F
was completed on 2-7-55,% A Pnillips landman took s plane to Fartlesville, Cklahoma,
on 2-7=55 and tha agreement was exscuted Ly Fhillips on 2«9=55,

The Puillps landman then took the init Uperating Agreement tc Abilene, Texas, to be
reviewed by the Abilene, Texas, cffice of “oodley Pstroleum Company. After reviewing
the instrument with voodley's Abilene office, the Philiips landman then tock the
instrument tc Woodley's home office in Houston for execution where he spent five

days trylng to obitain the signature of ‘oodley Petroleum Company to the Unit Operating
Agreement,

On 2-18«55 woodley inally advised the Phillips landman that the Unit Operating
Agreement was satisfactory; however, they refused to execute said agreement since

in their opinion it was possible that either 320 or 6L0 acre proration units would be
established in this area for ewnian gas production and for this reason they did
not want to join in the proposed 160 ascre unit and take 100/160 of the risk of
drilling a dry hole.

*It was recognized that proration units in excess cf 160 seres migzht be established
in this area; however, in such event the Unit COperating Ayreement could be amended
to Lnclude a larger ares,



