CIL CONSERVA OPERATING AGHEEMENT ON CIL AND GAS

ANTA 12, hEW [MEKICO
A &mu&‘,ﬂh{ T NO: e STNING LEASE

72 RE

CASE
THIS AQGREEMZNT mede and entersd Into this day of

, 1955, by and between Uarl ¥, Hexey and Paulene I.

Yaxey, hig wife, hereinaftsr referred to as Owners, and Claud E.

Alkman and Gladys J. Alkman, his wife. herelnafter referred to as

Operator,

WITNESSETH:

WHEREAS, Owners are the present owner and holder of that
certain oll and gzas mining lesse wherein the Unlted States of
Americu is the Lesaor, and Carl E. isxey ls the Lesses, rial
No. N# 01338%, datsd Marsch 1, 195, ecovarlng the following de-~
scribed lands in San Juan County, New tlexioco, to-wit:

TOWNSHIP 29 KORTH, RANGE 12 WiST, N.M.P.M.
Sec. 2 -~ N/2 X/2, s/l ¥E/l, SW/4 WN/4,

¥8/; sE/,, W/l SW/;, containing
320 acres, mors or less}

and,

WHERBAS, Owners desire to grant unto Operator the sols snd
exclusive right to drill and opersts ths above described lsnd for
the dlscovery and productlon of oll aad/or gas and 1liquid hydro~
carbons in all formetions down through and to the base of the
Plotured Cliffs Formation and Operator desirea to acocept and
exsrcise such rights

NOW, THEREFORE, for and In consideration of the suz of FIVE
DOLLARS (£5,00) and other good and valuable considerationg to
Ownsea ia hand pela by Operetor, the full receipt and sulflelency
of which is hereby acinowledged and confessed, it is understood
and agresd between the parties asz ollows:

1,
Cwnors do hereby glve, grant and sonvey unts the said Operator

the sole end sxclusive right to drill and operate in and on the

Fbove described land for the discovery and production of dry zss,
%11 and liquid nydrocarbong in all formations lying betwesen the

j
{
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lsurface and the base of the Plctured Cliffs Formatlion together
witnh the sole right to take and appropriaste for Operator's own use
and bensfi% all dry netural gaa, cil, or liquld hydrocarbons, or
211 of them, lying in and under sald lands in all formetiens from
the surfecse down to and lneluding the base of the Pictured (1liffs
Formation, and all dry zas, oil and liquid hydrocarbons, or all of
them, produced therefrom subject to the terms and provisions ol
this agreement and of the above deascribved ges and oll mining
lease, during the term of sald lease and any and 8l) renewals snd
extensions thereol, and for the full term of any exchange or other
lease obtalned pursuant thereto and sny and all renewals thereof.
Ze

It 1s nutually understood and agresd by the perties hereto
that to the extent that mey De necesssary, and that may be permit-
ted by applicable laws or regulations, the royalties which may
become due the lessor by reason of the operations of the Uperator
hersunder, the sam¢ shall applyspgainst Owners'! rental or minimus
royalty {or such rental or minimum royalty of the lessse under the
above referrsd to oll and ges mining lease) on all lands coversd
by the above desciibsd oll and gasmining lease.

3e

Owners, as & part of the conslderation of this agreement, do
hereby reserve unto themselves, their helrs, executors, admini-
strators, successors or assigns, ag & fres and overriding royalty,
an undivided three per cent {3%) of all the olil, gas and other
minerals produced, seved and marke tad from the above described
premiges. The overriding royelty herein resarved shall be de-
livered free &nd clear of all costs, charges and expenses, sxcept
taxas, snd shall sztend o all renewsls and sxbtensions of said

leass.
Lo

Operatsr aprees to complete one test well on the above dew

scribed land or on land commmitized or pooled therewlth, on or




before May 1, 1957, sald well to be located on such location or
drilling site 28 shall be selscted by Operator, and drilled to a
sufficlsnt depth to adequately test the Pletured Cliffs Formation,
or to & total depth of Two Thousend One Hundred Feet (2,10C feet)
whichever shall flrst occur. In the event sald test well i1s suce
ceasfully completed for the productlon of gas or oil, or beoth,

in a sufficisnt quantity, and of & sufficlent potentlsl to warrant
e prudent operaior to make further development, Operstor will
drill s second well to test the Fictured Cliffs Feormation, come
mencing such well within a reoasoneble time after completion of the

firat,
Se

It 1s understood snd agreed that under the rules and regula-
tions of the New fexico Uil Conservaition Commission the above
/desoribed lands do not inelude sn orthodox drilling and/or pro-
4rstion unit for development of the Flctured Cliffs Formaiion.
Operator azress to attempt to forw an orthodox drilling unit by
purchase or communitlzation, or in the alternetive, to seek ap-
proval of the Uil (onservation Commnlssion of New Mexicou of a non-
stendard drllliing and proration unit, together with such LEPProval
of well location as mey be nscessery and proper.

b

Operator agrees, In the event commercisl production hss not
been obtained by the mext rental peying date (March 1, 1957) In
sufficient quantities to holid tle lesse by production, to pay such

rentals before dellnquent.

e
ie

Owners hereby reserve and retaln unto themsslves, their heirs,
successors, exscubors, administrators, and sesigns, the right to
use so mmueh of the surface of the above described landas to sxplors
and develor formatlons below the bese of the FPletured Clirfs
Formetion and hersby covenént and agree thet they will conduct
operations so &3 to interfere ae 1ittls as possible with the operay

tions ol Uperslor, and Operator shall have the egusl right to use
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iso mueh of the surface of sald land as may be necessary to con=
duct operations in the formations down to and Including the basge
of the Pictured C1iffs Formatlon for the discovery and production
of pil, dry gas, and liguid hydorcarbons, which operations are to
be conducted sc¢ &s to lnterfere as llitles as possible wlth the
operations of Owmers. Owners [further covenant and agree thai In
the conduct ol thelr operations they will, in penetratling the
Plotures Cliffs Formatlon, effectively case off the dry weas and
iiquid hydrogarton deposits therelin so &e to prevent as much as
possible the loss or sscaps of dry gas and ilquid hydrocarbons
from the FPlotured £1iffs Formation and prevent any injury or
damage to sald formation oceesioned by thelr operations. Both
Owneprs and Operator shall have full rights of ingress and egress
in carrying out thelr respective operatlons on said land.
Ga

It 13 uvnderatood and agreed by and betwsen the parties hereto
that should elther Owners or Operator herein, their helrs, asaignsi
exacubors or administratoras, desire to surrender the Interest in
the leasa cnvered by thls agreement, the party so desiring to
surrender such interest shall glve to the other party hereto
written notice thereof &t least 30 days before making such a gur-
render. Should the othsr party hereto not agree or consent to
such surrender, the party so dssliring to surrender shall assign
and convey without warraniy of any kind, either expressed or im-
plisd, all of their interest in such leese to the other party
hersto and thersupon; the party sc aasigning thelr lnterest in
such 1lsass shall beo relleved of and from any and 8ll obligations
vnds> such lesse and this agreanment theareafter, but net thereto-
fore. acsruing. The provisions hersol shall be considered cove-
nants rumning with the lands and lease durlng the life of tha
leese and all modifications, reneswsis and sxtensions thereol, and
shall bind ths parties hereto, their lspgal representatives, suce
cegsors, heirs and assigns, and &ny grant, tranasfer or ssslignment

of the lsass d&iall be subject to the provisions hereofl.
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Ovmers herabr eovenant and agree that they will at all times
save snd kesw Cperator harmless from snd agalnst any and all
1nsnes, damages, olaims or Injurise oscasloned by the drllling
and all othar operatliong of Owners on the above descrlbad lands.
Onerstor harehy sovenants and sgreos that he wlll at all times
save and kssn Ownars harmless from end against any and all losses,
damaras, clalae or Iinjuriss occasioned by the drilling ami &ll
other npepations of Cperator on the above deserlibed lands.

10,
Operator shall have the right to remove from time to time
fpon said land all machinery, rigs, plpe, cassing, pumping stetions
snd othei propsrty and lmprovements belonglng to or furnlshad by
bperatcx* provided that sueh removal shall be comple ted within &
reasonable tlue alber the bermilmmtlon of this sgreement.

11,
Ownsrs hsreby ecovenant with Operator that they are the law-
ful owners of the above descrlibed leasss and the rights and in-
terssts thereundsr, and that they have good title and full right
to s8ll and convey the same, and that sald lease is free and
plear from all llens and Incumbrances.

12,
The rights, title snd Interests hereby granted by Ownera to

Dperator shall be irrevocable and Cperator shall be entitled to

ve and retain all of the dry pes, oll and ligquid hydrocarbons

roduced {rom any end all formatlong in and under the shove de~
cribed lands, from the surface ol thse sarth to the bsse of the
Letured C1iffs Formatlon, subject unly to the terme and conditions
bf tha ztove described leass. and the payment of royalties as
here in provided,

Dry zas, oil and liguld hydrocarbons, as those fHerns are uaed

#

herein, shall e construed %0 mean "z8s In 1i8 natural state as

broduced from the well snd lncludes iis content of gasoline and
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all liquid or liguefisble hydrocarbons produced af the wellhead
by ordinary production methods, oil, casinghead, and/nr residue

2.:)0

A1l of the terme and provisions of this agreement ashsll bs
deencd a3 covenentg rmumning with the land and the Interest of the
parbiey hspets shall be binding upon and shall lnures to the bense
Fit of tue partiss, thelr legal repressntatives, helirs, successors
and assigni.

IN WITHHSS JHERLOF, bhis agresmsnt is executed In counter-

X vl

part origzingls es of the day and year Tlrat above wrlttori.

Car.) . iexey

TEUISNE ©a PNEXBY

Claud », Allonan

Tladys v. Alkman

STATE OF

88

S T oy

COUNTY OF

The foregolng instrument wes acknowledged before ms this
;‘;23‘ of , 1956, by Csrl E, laxey and Faulene Z. Maxey,
8 wifle,

3

My commisslen explires! Notary Tubllc
STATE CF )

: S8
COUNTY OO b

The forsgolns inatrument was scknowledged befors me this
Gay of ; 1956, by Clesud ¥, Alkmen and Gladys J. alkman,
his wife,

My comaimsion explres: Yotary Tubllic




