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A. F. Shackelford

Anadarko Production Company
P. 0. Box 2497

Midland, Texas 79702

Re: Compulsory Pooling
Brder No. R-6911
Case No. 7484

Dear Mr. Shackelford:

In your letter of liay 20, 1982, you stated you were
enclosing your itemized schedule of well costs for your
proposed Anderson Yell No. 1 in compliance with paragraph
(3) of the above referenced Division order. No echedule

was enclosed.

Please send the subject AFE to my attention as scon
a3s possible.

R. L. STAMETS
Technical Support Chief
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MAX COLL

Attorney st Law

February 20, 1982

Energy arnxd Natural Resources Dept, S ,/
0il Conservation ﬁivision o
State Land Office

Santa Fe, N.M. 87501

Gentlemen,

Enadarko Production Co. has made application for forced pooling in the
Atoka and Morrow formations under E/2 Sec. 1 T19S,R25E NMPM, Eddv County.

Pease be advised that Exhibit "A" to the application shows 1/128 mineral
interest in Lillian Hinkle Coll, Trustee. Lillian Coll hss heen deceased
for a mmber of years and her interest has passed to my brOtheis, and
mreclf in &jual shares. The first page of the exhibit should reflect

an ownership of 1/128 each in my brothers James,Charles and Jon Coli.
Page (2) of the exhibit should delete the interest shown in Lillian

Hinkle Coll and show me with 1/128 mineral interest.

I hereby consent to the drilling of this test by Anadarko and I agree

to pay nty share of costs, subject only to éntering an operating agreement
covering the land which is the subject of their compulsory pooling
application. My brothers have also égreed to pay their shares under

the same conditions, so the application should be dismissed as to

all interests shown in any of the Coll's. Your attention to this

request will be greatly appreciated.

Sincerely yours,

/ % ‘/"

Max W. Coll, 1II »
xc Charles Coll
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STATE OF NEW MEMXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA FE, NEW MEXICO
17 February 1982

EXAMINER HEARING

IN THE MATTER OF:

Application of Anadarko Production CASE
Company for compulsory pooling, 7484
Eddy County, New Mexico.

BEFORE: - Richard L. Stamets

PTRANSCKLYY OF HIEARING

APPEARANCES

For the 0il Cdnse;:vation
Division: .

For the Appl icant:

W‘._ Perry Pearce, Esé.
Legal-Counsel to the Division
State Land Office Bldg.

Santa Fe, New Mexico 87501

Phil T. Brewer, Esq.
JENNINGS AND CHRISTY
P. O. Box 1180 o
Roswell, New Mexico 88201
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MR. STAMETS: We will call next Case
7484.

MR. PEARCE: Application of Anadarko
Production Company for compulsery pooling, Eddy County, New
Mexico.

MR. BREWER: My name is Phil Brewer,
with the law firm of Jennings and Christy. We're here on
behalf of the applicant, Anadarko Production Company.

I have two witnesses to be sworn, Bill

Shackelford and Richard Crickson.
(Witnesses sworn.)

BILL SHACKELFORD
being called as a witness and being duly sworn upon his oath

testified as;folloWS, to-~wit:

bIRECT EXAMINATION
BY MR. BREWER:
Q Would you please state your name, ad-
dress,.by whom you are employed, and in what capacity?
A My name is Bill Shackelford. I live
\

in Midland, Texas. I'm employed by Anadarko Production

y :
Company as a Senior Landman.
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0. All right. How long have you been em-
ployed as a Senior Landman for Anadarko?

A Fourteen months.

o Have you testified before this Commis-
sion prior to this time as a landman and had your credentialgd
as such accepted?

A, Yes, I have.

0 Are you familiar with the application df
file in Case Number 7484?

A Yes,. 1 am.

MR. BREWER: Are the witness' creden-
tials acceptable?
MR. STAMETS: Yes, they are.

Q : Tell us please what is sought by the
application in Case Number 7484.

A We seek to force pool some uncommitted
interests under our proposed Anderson No. 1 Well, located
in the east half of Section 1, Township 19 South, Range 25
East, Eddy County, New Mexico.

Q Is the easf half cf Section 1 the land
to be dedicated to the well that you mentioned?

A Yes, it is.

'g What is the location of the Anderson

No. 1 Well and its projected depth?
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A. We have a legal location 1980 from the
south and eastilines of Section 1, and our proposed depth
is 9400 feet, or the Morrow formation.

0. When do you expect to commence drilling
operations and how long do you exvect drilling opera£ions
to take?

A Okay, we hope to commence the well by
late March. As far as the term, I'd defer that to our
geological engineer.

o All right. TIs the location that you've
mentioned an orthodox location?

A. Yes, it is.

0 All right, I'd like for you to refer to
Exhibit One and tell us what that is.

A This is a land plat of the area. The
red outline is -- indicates the east half of Section 1 and
the red dot is our location for our proposed well,

Q You've stated that you're familiar with
the application on file in this case. 1I'm going to ask you
to look at Exhibit A. You have a copy of the application,

I belie&e.
A Yes.

Q Before you. And Exhibit A to the appli-|

cation being the Uncommitted interests which AnadarkoﬂPro-A
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duction Company is seeking to force pool, 1'm going to ask
you if any of those people listed thereon have committed
their interests subseqgquent to the filing of the application?

A Yes, we have had several responses since
we've filed the application. If you'd like, I can go down
the list and tell you --

0 Would you, please?

A Okay. Marshall and Winston have ex-~
tended their lease. They've granted us an extension.

Sally Ellis has elected to join. This
was a verbal.

John M. Coll, Charles Coll, and John
Coll -- I'm sorry, James W. Coll, they've all elected to
join.

Page two, Champlin Petroleum Company
has given the verbal approval or acknowledgement that they
will join subject to an approved APE and operating agreement.

Yates Petroleum, Yates Drilling, Myco,
and Abo have elected to join subiect to approval of AFE and
joint operating agreement.

| | and Amoco has elected to join under the
same circumstances.

a In other words, you -- I'm sorry.

‘A Lillian Hinkle Coll and Max W. Coll
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interests have clected to join,

Tracy Clark, Bob Boling, and Mary
Boling have elected to join.

2nd that's all the firm commitments we
have of those listed on Exhibit A.

0. Mr. Shackelford, what efforts have you
made to obtain leases or other commitments from the parties
on Exhibit A who you have not just read off, and I want you
to refer to Exhibits Two through Seven as you answer that
question.

A Gxay. Exhibit Two is a letter which we
obtained ~-- or I'm sorry, we sent to Mr. W. S. Marshall of
Marshall and Winston. He is connected with the Phillips
Group, who are set out in the.Exhibi; A to the pooling
agreement. He is of an authority, we believe, that he could
recommend our terms to these parties; of which there are
about thirty, and he subsequently sent me a letter back,
dated May 21st, accepting these terms and recommending them
to the people that are involved in the Phillips and Asso-
ciates Group.

Subsequent to that, by letter dated
May 26th, I wrote the partners to Don Phillips and Asso-
There's a rider attached listing all the pérties.

clates.

I was able to obtain leases from all but five of these indi-
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viduals.

By letter dated September 2nd 1 followed
up thfough the remaining five and Sally Ellis, at that time,
was Lhe only one which respbnded to that letter, and stating
she would join.

We have not heard from the other four.

MR. STAMETS: Back on Exhibit A, which
bunch of these are the Phillips Group?

A Okay, the ones that are not leased,

they're the -~ let's see, Sally Ellis, which is the second

party on Exhibit A.

The heirs of E. E. McGibbon, Jan M.
Fox, Southeast Banks Trust Company, and the San Diego Trust
and Savings Bank. Those are the five.
MR. STAMETS: Okay.
A. Exhibit Three is my letter to Champlin
Petroleum Company. The letter dated September 2nd is the
first letter to them setting out the proposal of the well.

0. ’ And Champlin has, you mentioned, orally

agreed subject to --

A Right.
Q -— an acceptable AFE.
A And my letter dated January 26 is where

7

I sent a copy of the AFE to Champlin, acknowledging their
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2 commitment by phone and stating what our progress was to

3 date on the well.

4 Exhibit Four is my correspondence with
5 Yates Petroleum Corporation, et al, which includes Yates

6 Drilling, Mycc Industries, Abo Petroleum.

7 The letter dated September 23rd was my
8 initial correspondence with them. They contacted me by

9 phone and then I followed up by letter dated February 9th,
10 sending them a copy of our ArE and stating our pregress tc
11 date on the well. ”

12 Exhibit Pive is my letters -~ are my
13 letters to Amoco Production Company. The end result is theix
14 letter dated February 11lth, where they have agreed to join
15 subject to acceptable AFE and operating agreement.

16 Exhibit Six, letter dated July 9th is
17 my letter to Mﬁ,wRandall Montgomery, and he's found on page
18 A—3‘to Exhibit A, the top of the page, offering him top

19 . dollar that we paid in the area, a quarter fbyalty lease,
26 6ne year term, which were very tough terms, but we were

21 |- willing to accept them.

22 He called back, wanted to know what it
23, would cost for him to join in the well, so I sent that in-
A format?on to him by letter dated Sepfember 1st, and he has
25 nct reépdhééd to either the offer to lease his interest or
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for him to join in the well.
Exhibit Seven deals with the George
Slaughter Gatewood interest: His interest is found under
the unknown issue of Laura Gatewood, found on page A~3 to
the Bxhibit A. He is an heir to Billy Gatewood.
MR. STAMETS: HNow he's -~ he's listed
on pége three separately.
A. Okay, that's true.
MR. STAMETS: Right after Mr. Montgomery.
A, He's listed there. He's also an heir
of Billy Gatewood. We feel that he's the only heir. Sorry,
I didn't see him up there alsoc.

"He is the largest interest that is not
committed, verbally or otherwise. We have not been able to
find Mr. Gatewood. Some of my efforts to locate him would
be my letter of July lst to the Department of Vital Statis-
tics, Austin, Texas, trying to ascertain whether or not he
had passed away in the State of Texas, where we had found
was his last place of residence.

And then there was a response to that
attachéd to the -- that letter, wher; they foﬁnd no record

of his death.

Also my letter to the Department of

Health and Vital Statistics, Santa Fe, New Mexico. I sent
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it to that state becausc he owns property in the State cof
New Mexico, and they had no record of his death in that statel

During my effort to try to locate Mr.
Gatewood 1 ran across where indication is in the record that
Mr, Rober£ Boling had last leased Mr. Gatewood in the late
fifties, and he subsequently bought some minerals from Mr.
Gatewood in the late fifties.

I asked Mr. Boling to send me a letter
just setting out his successful attempt to find Mr. Gatewood,
which he did by letter dated February 2nd, and if you -~ by
looking over the letter, I'll briefly summarize it here.

He spent six months trying to locate
Mr. Gatewood. This was in 1957. He was finally able to ob-
tain an old address for Mr. Gatewood and it was a skid row
hotel in Odessa, Texas. That's how Mr. Boling described it.

He went to the hotel and asked the
clerk if she knew where Mr. Gatewood might be located and

she said, let me call his room; he just happened to be there.

So he talked to Mr. Gatewood and obtaian
a lease from him at that time. \

While takiﬂg the lease, he had to take
him to a local bank to set up an account for him, because

he had no account elsewhere, so that he could:pay the rentalT

>

and any shut-in royalties which might become due under the
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lease.

He said Mr. Gatewood at the time was a
man in his late fifties, that he worked for a pipeline com-
pany during the summers and in the winters he just loafed.
He had no permanent address anywhere.

If Mr. Gatewood is still alive, he woulcd
be in his early eighties. 1I've contacted all of hig known
heirs, which would be distant cousins who we have leased.
None of them know where he is, anything about him, whether
he's dead or alive, where he>might be. .

30 the last contact with Mr. Gatewood
would be approximately twenty-three years ago.

MR. STAMETS: To kind of speed this
along, let me ask you a question. I don't think it's ne-
cessary that we talk about each party on here.

Have you made a valid attempt to con-
tact each and every party shown on this list?

A Yes, sir, I -have. 1've contacted ail
of them but ¥r. Gatewood.

MR. STAMETS: Okay, even those that
show uﬁknown addresses, like the unknown heirs of --

A Okay, we feel fairly confident that we
have leased all these interests, but because we do not have

probate on these people in New Mexico, we tried to -- we
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figures for aﬂproducing well and dry hole from that’AFE?

14
attempted to get affidavits of heirship from all these
people, and we feel like we have them covered, but just be-
cause of the uncertainty of these interests and the diversity
of the mineral ownership under this tract, we wanted to in-
clude them in the forced pooling.‘
MR. STAMETS: Okay, thank you.
0. Mr . Shackelford, have you given notice
of these proceedings to people on Exhibit A?
A, Yes, sir. Our attorneys have made notid
to all 6f them, or attempted to.
" And, Mr. Examiner, you'll find return
receipts’there, which our office prepared.
MR. STAMETS: The package is Exhibit
Eight?
MR. BREWER: The package is Exhibit
Eight, yes, sir.
MR. STAMETS: All right, thank you.
0. Okay. Have you prepared an AFE with

regard to the proposedfwell?

A, Yes, we have.

o] Is Exhibit Nine that AFE?

A, Yes, it is.

e Can yoﬁ:generally state the total
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A, Yes., The AFE dated 9-15-81 states
that the dry hole costs will be $594,500. The completed
well costs are $788,300.

0 Mr . Shackelford, in your opinion are
those figqures that you've just said reasonable costs for
a well to the proposed depth in this area?

A Yes.

Q. What are the objective formations in
this well, the proposed well?

A The Morrow is the primary objective.

0. Okay. 'Is that formation productive in
this general area?

A. Yes, it is.

Q B "I want you to refer to’Exhibit Ten and
tell us what that exhibit is.

A Exhibit Ten is our proposed operating
agreement for the area. It will cover all of the east half
of Section 1.

Q. ‘ What exhibits are attached to that
operating agreement?

A Eghibit A thereto covers the contract
area, the names of the parties that we have to date had

commitment to the well, and their interest in the well,

along wifh’the uncommitted interests, which are located at




10

11
12
13
14
15
16
17

18

19

21
22

=

0 Is Exhibit C a standard COPAS accbnnting
'forﬁ?

A. Yes, it is.

Q And Exhibit D, once again, a standard
exhibit?

A A standard insuraﬁce exhibit.

0. Okay. Gding +o Exhibit C, which is the

ducing well rate is $372.

16
the bottom of the interest of parties to agreement.

Q Okay, Exhibit B?

A, Okay, the Exhibit B wouid be the exhibig
which would take care of any unleased interest in the area,

which is a standard exhibit to the operating agreement.

COPAS form, does Exhibit C provide for overhead rates?

A ) Yes, it does.
Q What are those overhead rates?
A Our drilling well rate is $2850 and

producing well rate of $372.
Q Okay. In your opinion --
MR. STAMETS: Would you give me those
again, please?

A Drilling well rate, $2850. The pro-

MR. STAMETS: Okay.

Qo In your opinion are those fair and
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reasonable charges?

A Yes.

0. Who is the operator under the terms of
this operating agreement?

A ' Anadarko Production Company.

Q Does it provide for a test well?

A Yes.

0. Is the test well the same as the pro-
posed well that we've been discussing hereé

A Yes, it is.

Q Does the operating agreement have a
nonconsent clause?

A Yes, it does.

0. . What is the penalty set out in the
operating agreemeht for nonconsenting parties?

A 300 percent.

Q Mr. Shackelford, do you\have an opinion

as to the risk involved in drilling the proposed well?

A We feel that the reasonable risk in-
volved would be a 200 percent penalty over and above the
drilliﬁg cost for the weli.

| Q In your opinion will the drilling of
the proposed well be in thé interesfs of conservation, pre-

vention of waste, and the drilling of unnecessary wells, and
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the protection of correlative rights, and all the parties
who have an interest under the east half of Section 172

A, Yes.

0. HWere Exhibits One through Seven, Nine,
and Ten prepared by you or under your supervision?

A. Yes, they were.

0 Do you have anything eclse to offer the
Examiner in connection with this application?

A. No.

MR. BREWER: I have no further questiong

CROSS EXAMINATION

BY MR. STAMETS:

0. : Mr. Shackelford, the application and
the advertisement on this well are ~- pool only the Atoka
and Morrow horizons. Are those the only horizons that

Anadarko has any rights to?

A - No, we have the rights to all depths,
but since those were the primary objectives, we felt like
those would be the ones that we would seek to pool.

Q I would point out that unless we --
without the order -- let me point out in better language.

At this point you have two optidns.

We can go ahead with this case as it was originally adver~

3
.
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tised and the resulting order will pool onlyvthe Atoka and
Morrow formations, since that is what is advertised,

Assuming fhat ~-~ that you completed the
well in anv other formation, it would be necessary to come
back for another pooling case at that time.

n. Right.

MR. STAMETS: The other opticn vou
would have would be to amend this application to permit us
the opportunity to readvertise, bring the case up again to
see if there was any additional testimony relative to the
other formations which would be involved, and at that time,
then, we would take the case under advisement and issue an
order.

I'm not certain what your ~~

A . i Well, due to our time
‘schedule on this well, we discussed this earlier today, and
we felt that since the Morrow was the primary objective, that
we would like to proceed with this.

I'd like to maybe defer that to our
geological engineer. He may be able to explain that a littlg
better. |

MR. STAMETS: Well, I can see if your

starting date is late March it would be better for you time-

wise to put this one out.
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M Yes, sir.
Q. I just wanted to make certain you were
avare of that.
A Right, we talked about that and we felt
like that we would proceed as is,
MR. STAMETS: Okay, aré there any other

questions of this witness? IHe may be excused.

RICHARD A. ERICKSON
being called as a witness and being duly sworn upon his oath,

testified as follows, to-wit:

DIRECT EXAMINATIOWN
BY MR. BREWER:

a - - Would you state your name, address,
occupation, by whom you're employed, gﬁd for how long,
please?

A My name is Richard Erickson. I live
in Odessa, Texas, and I'm employéd by Anadarko Production
Company as a SeniornGeological Engineer; and I've worked
for Anadarko for two aﬂd a half years.

Q. All right. Have you testified before

this Commission prior to this time as a geological engineer

and had your credentials accepted?

ooy
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2 A, Yes. .
3 0 All right, are you familiar with the
4 application in Case Number 74842
5 A, Yes.
6 MR. BREWER: Are the witness' credentialls --
7 MR. STAMETS: The witness is considered
8 qualificd.
9 o A1l right. Are you familiar with the
10 proposed well in the east half of Section 1?
11 A 'Ies.
12 ' 0 In your opinion is that an orthodox
13 location for a well of this type and kproposed depth in this
14 area?
15 A Yes, it is an orthodox location.
i6 » 0 What are the objectives of that well?
17 a The primary objective is the Morrow,
18 with potential in any of the Upper Pennsylvanian zones.
19 Q Okay. 1'd like for you to refer to

: 20: Exhibit Number Eleven and tell us what that is.

r 21 A, Exhibit Number Eleven shows all the
22 Morrow completions or dry holes in the Morrow in thé area .
23 immediately around the proposed location. f

: 24 The yellﬁw dots indicate Morrow com-

25 pletions; the biue dot‘s indicate dry holes in the Morrow.
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“immediate area Anadarko wells? To your knowledge?
A One well, the well in Section 12 is an

22

Q. Okay. Are any of those wells in the

Anadarko well. It was a dry hole in the Morrow and it has
been completed in the Atoka.

0. " Now I'd like for you to refer to Exhibit
Twelve and tell us what it is and what it's purpose is.

A Exhibit Twelve is the structure of the
top of the Morrow Clastics. Thisa;ndicates the typical
southeast dip of the Morrow formation in this area.

Our location is indicated by the red

arrow.

Q. Now I'd like for you to refer to Exhibif

b4

Thirteen énd tell us what that is.

A Exhibit Thirteen is a gross sand Iso-
pach of what we call the Morrow A zone in this area. This
is the zone we feel we have our best chance of completion in

0 Okay, and once again the fed arrow is

being your --

A The red arrow is -- indicates our pro-

posed location.
[0} _ Okay. Are you familiar with drilling
wells in the area of the proposed well?

A Yes.
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Township 18, 25.
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0 Okay. Have you»had experience in deter—
mining the costs of various wells in the area?

A, Yes.

0. I want you to refer to Exhibit MNine,
which is the AFE for the proposed well, and tell us if the
completed well and dry hole costs set cut therein, in your
opinion are reasonable for the wells of that depth in the

area?

A Yeah, these -- these costs are reason-~
able for wells of that -- that type and that depth.

0. I'd like for you to refer to Exhibit
Number Fourteen and explain to us what that shows.

A "Exhibit Fourtéen is a cross section
in the area of cur well. It runs from the Morrow completion
in the southwest guarter of Section 2, Township 19, 25, to

the Morrow dry hole in the southeast quarter of Section 36,

It's‘a three-well cross section with
the middle well being the Amoco Alley Unit No. 1, which is
the well we're keying off of and feel we have the best shot
of having a weli similar to. |

Q .~ Okay. What do the markings in red in-

dicate?

A The red markings are the indications
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of porosity from the compensated dengity neuvtron logs. 1t
shows the sporadic development of -~ ¢f porosity and sand
development in the area.

0 Okay, thank you. I'¢d like for you to
now refer to Exhibit Fifteen and tell us what Exhibit Fifteer
i=.

A Exhibit Fifteen is another cross section
in the area. It runs -- starts at the same well as Exhibit
Fourteen and ends up at the Morrow dry hole in the southwest
quarter of Section 31, Township }8, 26. This again indicates
sporadic development of Morrow sand, porosity, and sand
occurrence in the area.

0 Okay. 1In light of the various exﬁibits
which you've explained to us, and other factors which you've
heard today, what is your opiﬁion as to the risk involved
in drilling the proposed well?

A I feel that this js a high risk well
and should have the 200 percent penalty.

Q ‘ wWill theiproposed well, in your opinion
be in the interests of conservation; prevention of waste,
and protection of correlative iights,‘in the east half of
Section 17

A. Yes.

e ' Were Exhibits Eleven through Fifteen
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prepared by you or under your supervision?

n.

0

I would move for the

Fifteen.

admitted.

He may be excused.

Yes.,

Do you have anything further at all?
MR, BREWER: No further questions, but -
admission of Exhibits One through

MR. STAMETS: These exhibits will be

Are there any questions of this witness]

Anything further in this case?

The case will be taken under advisement}.

(Hearing concluded.)

o
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CER?TIFICATE

I, SALLY W. BOYD, C.S.R., PO NZREBY CENTIFY that
the foreqgoing Transcripnt of Hearing before the 011 Conserva-
tion Division was reported by mc; that the said transcript
7

is a full, true, ancd correct record of the hearing, prepared

by ma to the best of nmy ability.

P—

: ing is
hereby certify that the foregoing
P leieyrecord of the praccedings In

m
a comp { Case No.

the Exammer-hearing o ?"
heard by me on 19 22

’ )'p Exqm‘nel’

Conservation Divislon

ol




Phil T. Brewer

LAW OFFICES OF
JENNINGS & CHRISTY

SAES T.JENNINGS 1012 SECURITY NATIONAL BANK BUILDING TELEFHONL G2R-B437
Sim B.CI!SNSYY v . PO, 80X 1180 AREA Conr 805
®.DOUGLAS FERRIN ROSWELL . NEW MEXICO 88202~(180

PHIL T, BREWER
DAMON RICHARDS

February 23, 1962
\0
0il Conservation Division
P. 0. Box 2088
Santa Fe, NM 87501
Attention: Mr. Richard I,. Stametz
Re: Case No. 7484, Anadarko Force-Pool Proceeding
Dear Mr. Stametz:
Another letter with regard to the captioned has been returned

to our office and I am enclosing same herewith for your con-
sideration.

Yours very‘truly,

PTB/jb

Encl.

s




BRUCE KING

LARRY KEHOE

STATE OF NEW MEXICO

ENERGY anD MINERALS DEPARTMENT

Oll. CONSERVATION DIVISION

Hareh 3, 1982

Mr, Phil' T. Brewer
Jennings & Christy
Attorneys at Law
P. 0, Box 1180
Roswell, New Mexico 88202-1180

Dear Sir:

CASE NO.
ORDER NO,

Re:

PUST GFFCE 2OY 2058
STATE LANG CFFice BULDING
SANT A FE. NEVW/ 12X 87501

15053 B27-24%

7434

L K

Applicant:

Anadnarko Praduction Company

- Enclosed herewith are two copies of the above-referenced
Division order recently entered in the subject case.

/?Purs very truly, ”‘)

'. , / / ’ L ‘ -
ST %f.‘ A
// [ iand o ’ ,"’/ s B P /’ /&v /

/ JOE D, RAMEY Vi
Director =

JDR/f4

Copy of order also}sent to:

qubs oCD X
Artesia OCD

Aztec OCD

Other




' - T <
N i ) ¢ i
[ N ;. VIO Vot ¥
VR 3 ‘ % n I ,)‘\ - P

APEITOMNION O Ay Ry e

CECDCTTTON CCHTANY
TV T 00y BOCT T, FDDYY OGPy,
L PTG,

RFn O

BY THE DIVISION:

canse core on for ‘2‘,%'?5'1’.)')’7\’{ ot 9 sunm. on Fobroanys 17,
Cre T, Yess Muwioo, bofore Yo Fiohoard 1,

KoY, e
Pivoctor, i

radat dang

{1} 7That Ane public netice heving hean giver a3 vequired
v }sw, tlie Nivieicon has durisdiction of thic czusae and the

cubiect patier thereef,

n

{?2) 7hat tre applice darka Production anpavv conks
y i in the Atole and Morvow

an order peoline ali v
tion 1, Townehip 19 South,

rormations

Fange 2T Faot, P, Mexico,

has the right to drill and proneoses
3 locerion Yhereon.

() Thzt the
to drill s wel 24

(2) Thott thers sre intorast owners in the propened
provation unit who have not agreed to nocl their interests.,

{5) Thet to svoid the Erillirg of unneceusary wells, to
retact coxrelative rights, and te afford t the ovner of ea2ch
interest in said@ uriit the opportunity +o recover or regeiys
7ithout unnccessary exnense his dust and feir share ¢f the aos
n gaid pool, the s=ubjoct opplication shovlé be approved by

oling 21l) mineval interests, whatever they may be, withir said

(8]
nit,

i

C‘.‘: “-C-




‘
TRERS JN Y I B
£ el R syt it ebheg?Y Y Oemioensted the onarates
ot enb e e 11 e uy v
(7Y rhot pov hesecoveenting e pkive indinpresth oo phepdd
Vo s f feyrdad Y0 anuoriapise Lo of cotinated wed?

B R S R AT ARt SR SR S P2

vt ta khe cpersror fno lion
w1l reree oudt o or nradaction,

{9} MR S CE SR I s Yol SRR ~coperntire yorykipag intevest ouper who

et o ke ehs ST o eetiratoes well coste shmﬂﬁ havo
“rear praduntion hie "'r‘n': vee o7 Fhe reacerable o well nonte
S “yre [ak ; : 1 e
~tue an o addiviensal 200 nercaont fhrrrﬁf as & (r<rnnh”5 s

ey bhe yviel invntved iv o the Sritlino of the wnll.

{6 That »avv nersconsenting irterest owrner sheould be
afforded the onrertunity ro oblect to the actuzl well coste but
that actunal woll costs should be 2dopted ze the reasonabhle well
coste iv the abseres of such obdreticn.

{10Y  mhst following Qeteormination of resconable well ceoste,
Arv non-copsenting workirg irterest owrer who has naid hic chore
of cstipatsd ceosts zhould pav to the opersbter any amount that
ratad well ecoste ond chenld
it that neid ostirated uvell

rescorsple well costs axcoed oati)
recoive From Yhe operator anv ame
ocatn execeed woa Fonrk?n well coats,

, (11) what €2850.00 per monrth while drilling and $377.0C per |
month wbi}e producing should be fixed as roascrable chevrges for
supcrvision {corhined fived vatoes); that the operetor shouvld ha
suthorized ke withholad freo production the wnroporticnats~ zhare i
of euch supervision charges attributsble to each non-consenting
workirg interast, ard in addition thervrcto, the operator should

he aurhorized +o withheld from productior the vreoportiorate !
sheve of actual expenditurei requirgd for opevating the subiect |

T-r-ﬂl net in excoss of whot ave voesopable, attributebhle o cach
or-~conconting workinag intereat,

well which are not disbursed for ary reascd should Le ploced ;
czorow to be paid te the true cowrer thereof upon demand and f

b

procf of ownershir

[ 23
PN

{17) That all proceeds from prodnction from the subiect
5

L™

{13) That upon the fnilurs ¢f the cperator of said peoled
unit te commenae drilling ©f the well to which saidé unit is
dedicated én or before July 1, 1982, the corder poeoling said unit
should bhecome null and void "ré of ne effect whatsoever.

S
P




i

1 N e s ~en . y
¢ " N en v_,,.\-r‘_ !h':j- Rt ra - ‘. A. - - ,
Moo i 10 gagth ) Davogr Moyt Meved ooy,
meo terehyv oo led to e ey A
wyerstics ogpit o b <5 Y10 At g
steondard loontion
RS FiOY B & ~ - . T R P4 v —~
PO . the operator of maid urit shell
Ayiliira A bhotors the labt Aoy of
= s te s 3 < - - . 1 -1 s o JUPR . |
Y, oanc epnll fhe ftoey corptirue the Erillirag of aoir

-

sufficicnt to tont the Rtokao

Adue TAYligenos to A

oyt eem ey e S e e g
RS A0 0 TR I S S R Sl

+hat ir the cvent

COLME T O said woel) the lst doy of
July, his ardoery cha1) he roll snd veid =nd
- atenever, unless a0id operstor oabhitoire 0 rimo

Divicsion for cocd o

PROVITIR FUNTHER, thot should

corpleidon,
thereot, zaid
show ooy

rosoinded,

adavment , uithin 1320 dove oliiry commoncemont
rrater chall anneny 3
Order (1Y of this order should not be

{2y  Fhot 2hadarke Productior Compory in hwerveby decicnated
the operator of the subieci well and unit,

(2 dber a7ter the offcotive date of this order and wichin
¢0 dsvs prior to commencing said well, the operator shkall
furnish the SDivigien and cach Yrown working interogt ownor in

¥
the subiact unit an itemized schadule of estimated w2ll costs,

{4} "hat within 330 dave from the dzte the <chedule of
covimgted well coste in Furnished te him, anv non-consenting
working intervest ocwuner shall have the ricght to vavy his share of
estimeted well costs to thas operator in lieu of paying his chare
of reasoneble wall cosis out of production, end that arnv such
owner who pays, hic eshare of cotimzted well coste as provided
above chell reomain liabhlae for eoperating costs hut <hall rot Y

isble “or visk charanes,

(5) That the operator shall furnich the Divicion and each
Xnown working intorcct owroer an Stemized schedule of actunl) well
costs within 90 dave “ollowira cowploition of the well; that iF
re ohdcctior to the actus) well costs is received by the
Divieion and the niviesion has not obiectsd within 45 davs
following receipt of scid schecdule, the actual well coste shall

S




“r

- RS

[ ‘:’,:_‘ ; e . (RO A T
Yo bR o vonoonsilie e LY oost oy orevideo

Rt D I S it Yoo ZAER

[ [ 11 I8y NITHO T Y 3 ba'e

v e Sl S DI

(G s writbin G0 daee following detog oof

rogorershle well coste, onv o nosecopgentine working intovest owney
who hese nic chare of ccotinated ooots in adviones e provided

RETe ey h:"l‘ L cureator hie pro

1

Yhat vronzopehto

Tron the cnorator bl pro rann

( s ] \ h“ L!‘!;‘ 4

ol lowing CG"T

from vroduc

{A}Y The nro yats share of reascrable well
: ~Atyibutanlco to cach non-consentid

1

-
workino intorast owner wbo has noet paid
havre ©fFf ostimated wioll coats withi

nve Trem the datrn

tod wol

Y e zoocharoe for thrs pick
drilling of the well,
™Y
ot

“+ributahle +0 cach

chares of ectimnted

30 deve frem the date

200 percent of the
y reta share of reacorsble well cosots
n

ing dintereet owner who has
will cocte

reta shere of

amount

cEte aveoed estimated well cnate and shall
share of the apount {haot
od el cects oveced rorsonsblio well onste,

sy Lso herebe oanthovirzed Lo withhold the
tion:

rhe  achedule of

coete 1o fyurniehed to him,

.

jovelved in the

non—-cansonta
not paid

#hn  ecchedule of

pstimatnd well costs is furnished to him,

(i}

Wi Hm( 13 Fyom prodaction o

coata,

(%Y fThav S??SO 00 rer ronth while
per porth while producing sra heveby
chaorges for supervigion
operator ic herchw
the  proportionatco
attributable
addition theveto, the

share of such

cperatorn

te each non-consenting werking
i nerebv

the onerater shall distribuate said coste and
the parties whoe

advancod

dvi1]i and $377.006

roagsorable

as
(eombined fixed rao 10 Y; that the
suthcerized toe withhold from production
°upPrViFi

charges
interest, ond in
author:zed o

withheld from production the proportiorate share of actual

axpendituares
7 what are reasconable, attrihiutable to
wovkina interast,

unsavered mirera
{7/8) worki

(10) That apv
considered & seven-2ighths

roquired for operating such well, not

in evcacea
‘each ﬁnn-tonqentznq

] shall be
na interest and &




N
[ VRN
yeie !
A . N ) Yoy P 1 \ H vt L
e ot h [ AP Pt t b Py !
SY T st ing e by pd e o gty 2 h VRS S RE Chele et
- ey - - . N 1 [ R -
{‘ !] "t o K 4 AT & I bt oy r 1
PR . e . - ., R - a ; p
maid o sur af nrodw i woo st R Y T e Yy R T
rhing icterentt sraorouet T, e e s
Cravaess whali T LIS L F ERRA B 40 CE Lty <
by )
revalty interosts,
- 7 .~ s T g o a g . pa -
{17 That 1Y nrocssas Teerm opveduct e Syep
“ . - i ) - . LY - i
wea b3 whichk oy et Giaghvy oy Ty TR

anereyr i1 TAde ooyt
RO S ffh("‘}'(‘(""' none n (1,(‘1'7«”3':

woshatt i Ptk

wedintaly he
te be naid o
of owunershio:
the napce i
from the

aere it

. ¥ ~
1.¢ [T AN A AT

iotion o F 4 CERLE S e
~ther ordors the i




—— e _

> 3} . R Yo iy s :
Ptgc.rrf}: et Natisre Y.m F’ﬂ i ot L n""’" 01, Marother  * ,?,
T Crema Caatrer el Ve , G40 1 18, ved
Hhlaa  ‘Lorarerael RS Stormetal] Wi lgmieo | S (waro! P do:
r Yotm B E AT BRI adDise 1 -
Yotes . oseste N P \3‘ Yorpieay B duswd @'An—q it ot
. tes oe3as L o .
ll;ll _: "l"'é’é" us H 0 ':‘ . (:." ATy “Moxon® Alh;,vll' Bror.etol
1431 K > k 3 a
o T = ;
"’,f‘f" i R Y.:!,, b PRI Yares £ L% , wn® V.;;gt v tgwl?. L7 N (7] o)} | }‘;g‘w‘
) ‘,a&;s.p‘a.:; ¥ iy . raruPr/“ e s Y v 19-6- 14 luu:,.Q on
“"fe Jetal cio] CATEET) e @ Hlaeaxt CLifg Terg ARt e :(%, A . 5 Pl -§ HO
%0 . 3 Ht Ao o I ey o f‘q"'—':: =3 Caatd ] TN Shin Marcthor
e om ’ M . T hy? Nates Pt 'S R ang 540 Yaldss 'EE;{_««J Featya X the
62 ‘550" a mnm;;ieh . Z;“qn"‘m;u( AN LU PO ¢'_ o3 e, r/m:;a", avFL X gr}’ ' = r'f;:’@ ix® Yump-
"' (A AN b Tags | #iseawaieet BT "'“-,f sirie Xres oo | B oeeedy Kgbeer e Wvpe L4 A Niscodd hregd
‘ e S )
“&- !. ~9$.-q (‘cns Fet atal) ti!;.;‘xféﬁ ‘;,—“—;;':;’;!- {-_—q‘_g ! }J‘”“ ,h‘t, %‘: rﬂuﬁ ~| U Merathon Yates Pet ZM l‘-:ur')
Yafes Fef, e H 2", ,23, PETIY 1% , o nsp L [1:) /,n'ez
,?., $ oo "¢l W vesots A | . o P ,,b el
“’.‘:eﬁod' :’;’-"' Fes® ‘:-:,‘ g’ 1OR YT B Y Votrs et Fgmios "hc’” i ‘tfuﬂu' .
cout-Feg! ' “F 2% ne i
b it Pe @ -:\u 56‘" .°j,‘ sels i 0 b P

$i 3] -
lu: ™9 N(?h 15 ot
6% ; 2244 4-ed RE, ?.1'5’."
2fere U$_-»_____‘ P'son it 44 K35 881 ) H38s 14 $303 7,
o e sl { vn for 1 L»:-u [
St N Yaly's Pet ol ~ ~~0h~ur( ¥
l'J w8 Eiti6p rAP SR ad e i
3 Norese. %

SR EESGE
{u.-u!h)
¥ ‘(sp‘l l'!ﬂ(i
4‘ A

L Ret rnma-n e

-
-’
-

=y

ot = e $4§8) . -
L Biachean PE :“I39- - : oerester 1ok 2 g:rc Testar
b 29w b YL B i L 2 {Anoes) *g IR kmeﬂ” '.
i . ’ & . ‘
”ﬁ"/l wW Carndlor g 55 R4 ;‘f};)ﬁ [ . 258L V:«:»:'i, € C.Ensrohr H
O N el LA I A (ores G u-E Y258 : ; CRSGRLE] st
v 42 o b i : 0y Y 3 : i cwe;
¢ 4 b i - A
T 1% -0 Py : : w2 Wi/ Soe . * M 8337 al Lirnatt fert 1L wpet y‘,f*"g{ & Uorr’r%n
7 Clrags F Ao us 2l ’ . [ Y3 1Y) ” (4.2 i’l’"7 o Fxs Teldasod L. Powetl
tos 43, 8 4 d Fosme € M) ] orirepter  Amege R N
C Fainer (w@"ed: See 3 g ?317;4 vy gy WanpEE
1A Ty N [t A1 TN £w/ k"k Py

P
FS"‘. e {Ancu.rm.-a
Prt,

_SmYrs, MO

N-('%'*: etar]® i 8
CEReisenetar L4 8

4
pan io, :‘ | PO ?n": Vorlset

ey !r»- (3 55' LX) Fegress ! -
Y [z - LN c3 7-
" 4rer) ssex 1 Lo Lel Civid T Fiszy ¥ 5T
S peas Ferent g Feage jferien |oPx ’ wriged V.:;D:": T"‘“ ) N v fEoioe
[EED w RIMoaesds  "50 1A RLo. 2548 3.rep i 135 bn;c;su j ‘.;j-é/ :NI
LatgArmoun v ' 1114 LA PRl v
. DR Yorsiss F 300/ o B R ARx £, 3
i l #"llf argsr ' fam Ut e Eeresa | RN
- } . X6S 8 -1-% | Wi o Ho«u gh "33 83
Sataitan Fed s e i F’ 8 A s BT B s ores iremr] |
~ 3. 03, 1 comm ifs.’ . ~ "_‘f“”‘f" tg 9t § erol rf—&l‘a’ »2r: .7;[;7? 2P N R Naer
; noce *nyertd 157287 B0 wo1-] 8 . ke,
m‘“‘ iz Nz M Arozo L 1 4 ) ARta . [AR m]‘,‘,ﬁ,';,g,, f32 we. Yotes Pot. L RETN
7® Hec l'_& -1 8t 'FJV.I. ¢ eIt 1 01* A 11.08 ?o;g"# " 'Av::oéo“ - W J. MPorrow Disc. o' M‘fn'lq}d’ﬁ‘:‘
oy Licsdr 4 . usg Ui Mk 1Y McCow rg. Y708 Sonta Fu oyt <ok
wannm—a%"s ‘nf te. BALTe = SheTEi® 8. o .os - FyRt) Toper ‘ﬂ(:;:o 7
et a4 1184 AR Akt YoletPera®] YotesPetr, Yojes pey 1y S Srak 0 Torecory I =
f . pipei @ etal 7 ks, Yatas, uu e, A jro oo ]
] + 97073 e» Aalpd Kl
ro«l’{ .ru'. ¥ L HEBP 1'% C t S rimand ""I‘é s, 8 e8! ard i7 -1 __;
Fisehy .,.'H !CGNM 1 b Yotes Pet, etal T PR
P KRS “":::""i - | henoen o Yates LT 0 - 25 - 83 Tippere i : ©' r Tipperor
Tk gor ) n8 o e .-27-81 vorcs Monsonto v-8- ., + EESCINRS
Fes *"‘,;’gl \o'u‘— 4 s Y 3150 @-5-e2 . & ; o, YA L‘d’liﬂp ST
] . Loty Por=hy .S 1Y
o 1 W otes Pt inm ;‘,";:‘:,’;,xsem ;{3 orlon: m H
. 19 25 2.p% Wi 'H.I;,I Vo S Fand.cho |60 v'ﬁ'f:: Jyluualw B l ) 1
N s 0'! Ioe Harn CL6rimientis 1 ¢.L Grimipn OSSR | JraFadring m}:fuml J/ [l. Y Saniste [‘f!}/ﬁ[‘,‘é g
» A-w vt A".&.:tios“ A ———
.1 Vdc Yates e TRy A A Yhg e ,*4";’ A rmee LTM or N .
s ™ ) T Mar Fronkt
?& g‘ p}?’l" E‘C"”‘ k-‘ié\c Yot F,ﬂn,;‘”n,” !’Bl 373 'sﬂv‘l ! o ¥ }”' ot 'll - lQozl e rarvikiirg
. U3 Froree umm« wites Fa el O I HI I OULETA L PNVt S o /100
s1 - 82 51228 .

A¥ores 5282 2 O oy el
) 333 s el 7

)
chnson/r efal

Aovoxe ont,-:‘ui'mm i

S FJerrsandr m»q

943,

i&'ﬂesk;
s 35
'ﬁ’w,'f'-"u ] 2’{[ 72, H

13
.'z
R TEC
S §,
a5
&

ey ] 22 e s L2417 )] 1Y Y
oK rr.-« Bt 2 9 4
l'fﬁ a3 2di Getty Oi Nerierdr ;-’Ex';e»‘sc J.
14r¢_ tu.'ln 35 ® . LE.e2 ,_y
r1r 40 Mw Lori Fosspde Someaon . 7;:"" {g«jﬂ“‘m’
9'."’": F R [ -3¢ ?;.2'5 ’}\{% 1¥]
Sea mer Sscoe Cof s fio [ YR, Winaje Feagrr | Bare ’°," taamrg u;md.th/ Jil_Porietol s,
ros € Resd (5] ratbe” MiNcCew, A -</ol Ciopre=E Feders ] Larl Rassghe! mwo S:qfftfnl o~/ Ress Tt yensgertfi ) onnfoading <-—vwm!
Amace : .M Aerrid 10.5cet0, 019! & 4 Gulf ) ol
o -3".55‘1‘253-1: MW | WE Bornhi . #: 1541 vor o7 Amoce
%7 3.12-88 s-s.-m Vi sas7r teem | 4187
Adrnteeil 1V e 1557 e
7 3781 .55 I““"J_‘Gdf [reptt
2-3-8 Monsontg { 0 +20 " 80 20
p1crghan & Winshon teabegreter 1 o, A I Traesr .
NI irrod nerker | scottetoi zgu:/u et EY ,‘7 ' ’: 4146 oot
Coguing Amoca - Gutf e Wi s ““;‘;u;‘:e;gm Guif
HBp & 18 - 90 ‘ &-14-38 2-Y BA ' 5.4-08 SEA5%8 N 020
Pubcs HBC Q504364 L4680 H 23520 | 27707 vayieay L4937 lAmaco
Gl 414
firepd ssuy N » ";’G?ﬁ':{‘. ,__CJ(____I-!_J.&
: - 3 i “10 80
t’;I’( IZII/’-/;:— ;’ﬂ# @‘ us 5 %a,u»rgu,-. g;':,_elo; %--_L -7 l 1483
T L = o =" ANADARKO PRODUCTION COMPA
EFDT conina RS Guisl  lgar (Gae | 27ece N MIDLAND DIVISION OMPANY
Lz’?‘ e JAEFIN 0304344 "2a'z‘7°r:| L = H . k
54§ osos3ee ‘ 1_3p06 f 4 g " =
¥ . ) HBC — e z
L o e = LAKEWOOD PROSPE
p e Pondmer o f24M ¥ S ol L] Mol . 3 ’
¥ - (S $111 5 4L , . X
sl REaET 35 E R P (O15) EDDY' COUNTY,NEW MEXICO
—— e e = = e3P = - - - —— .
R o 1N Gulf Guif Amoco I ouie — ExAMINER. —
Y one fove . gl 2-1-7a wt - s-1-87 ¢ 3i-13
(8.0 82 529 1 .4, B2y [ s-0v. o LG-4117 [gre?} .
WY e |25 - - JErpfiem,, LT S LAND PLAT
MorProa. [SIE sioatfrokewooa e [ ouf :
1 Holstuer X R # { Shugort 1 $-1-9 N
TT 8550 LN, KGS [} Toevaa L-Ctee 5
3. CAT 20 . 100 2 3. Teals e Sidte i SCALE: 1 ": 4000 Rev. DATE: 7/80 :

. . - .




) 2] OX 2497 + HIDLAND, TEXAS 75702

ANADARKO PRODUCTION COIPANY OC GIBRALTAR SAVINGS CENTER
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May 20, 1981 ! — LS “
I
! [ ‘ !
/\*. [T l/( ‘ {
Mr. W. S. Marshall AR o

P. 0. Box 874
Midland, TX 794702

Re: Philiips Group Mineral Tatrerosy
Lot 1, Section 1, T-1%-5, R-25-F
Eddy County, Now Mexicn o

Dear Mr. Marshall:

Please find cnclecad a copy of thoe Yeann 1 spoke with you about over
the teleprhona which we would Hke to negotiate with the parties who are the
successors to the Don Philllp: and Acsaaiates mineral interests, This lease
provides for a ane ycar term, 1/4 royalty and {a a pald-up lease, 'The net
mingral interest of the partica under reforenced tract totals 3,75 acres.

IF this Jease is acaeptable {o you, we feel that a letter from you to
Anadarko showing your approval of the laase and terms would help us lease the
interest more quickly. If the lesse is in order, please provide us with a
response which we might copy and soend along with the leases to the parties

involved.
Thank you for your cooparation tn thia matter,

Very truly yours,

AHADARKO PRODUCTICON COMPANY -

ES Y,

W. F. Shackelford

f WFS/sg Y
Attachment |

[ ' ' -~ APanhandie Eastern Company

[\




AC 918 684.6373

MARSHALL & WINSTON, INC.
POST OFFICE BOX 874
MIDLAND, TEXAS 79702

May 21, 1981

Former Partners of
Don Phillips & Associates

Centlemen:

Anadarko has of fered to lease your intercsts under Iot 1, Section i,
T-19-S, R-25-E, Eddy County, New lMexico for one vear and one fourth roy-
alty.

It is our opinion that you should accept this offer. As I have in-
dicated to many of you in the past, a short term (1 vear or less) lease
with a one fourth royalty is what you should bargain for in every case.

o wd

Yours very truly,

MARSHAIL & WINSTON, INC.
4

LN [-‘rv'&-«‘\.‘

e
William S. Marshall
Pregident
" WSM:hr
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May 26, 1981

Formexy Partners of Don Phillips
& hgsociates

‘Re: MB/4 NE/4 {iot 1) Section }
T19S, R25E, N.M.P.M.
Eddy County, New Mexico
Lakewood Prospect

Gentlemen:

We are attempiing to acgquire leases on the outstanding mineral interests
under the east half of section 1 under which you own an interest in referenced
tract. Our title opinion reveals that Don Phillips & Associates owned 'a 3/32
mirieral interest or 3.745 net acres. We Yeguest your consideration of the
enclosed lease providing for a one year term and 1/4 royalty. This acreage
is very divided and will take some time to lease and prepare for drilling.

I have discussed the lease with Mr. William $. Marshall and he provided me
with a letter to forward to you showing his approval.

If the lgease is cx, please do the fallowing to properly neqotiate same:

-~
4

ot

1. Sign the lease before a Notary Public and sign your name as indicated
below the signature line. I used the lease obtained from you on the
N/2 of Section 12 as an example to prepare this lease and hope this
format is still acceptable.

2. Have the notary complete the acknowledgment form by filling in all
blanks and affixing his seal of office. :

3. Return the lease using the enclosed return envelope.

Should you have any gquestions about the lease or our plans for this area, please
feel free to call me collect. '

Your earliest consideration and response to the above will be appreciated.

Very .truly yours,

W. F. Shackelford
WFS:sjh -

enclosure

APanhandle Eastern Company




Crancrship of Con Phillips and Associates
Undivided 3/32 Minceral Interest in: Lot 1 ,
Sec. 1, T19S, R25E, N.M.P.M¥., Fddy County, New “exico

. Cedric Alward, M.D.
4224 Francis Zvenue
Los huceeles, California 9G005

The Minncapoliz Foundation
Leguice of the Fsiate of
Frances E. iAndrews, Dececased
400 Foshay Tower

821 Marquette Avenue
¥inneapolig, Minnesota 554062

Sally A. Ellis
771 Crescent Drive
Boulder, Colorado 80303

Stephen S. Badger
27920 Smithtowsn Road
Excelsior, Minnesota 55231

Barbara B. Henderikson
1715 pouglas Lvenue South
Minneapolis, Minnesota 55403

Frederick P. Wheeler
627 Tebble Hill Road
Doylestown, Pennsylvania 183801

First National Bank of Minneébolis
P. 0. Box & 700
Minneapolis, Minnesota 55480

Erle L. Dickerson
3145 cahuenga Blvd.
Los Angeles, California 20068

Josephine Hilditch
1811 La Cuesta Drive
Santa Ana, California 92705

The Bennett Office, Inc.
1210 Baker Bldg.
Minneapolis, Minnesota 55402

Joyce A. Holliday Pzhlman
P. O. Box 2399
Santa Baxbara, California 93102

F. B. HBubachek
3100 Prudential Plaza
Chicago, Illinois 60601

"Charles S. ¥elly
3100 Prudential Plaza
Chicago, Illinois 60R01

John E. MacGikbon
321 1lowell
Elk River, Minnesota 55330

Jan M. Fox
S805 VWermnnequal Road
Madison, Wisccensin 53716

Jd. Lairé Marshal
2417 Joss Ct.
Yadison, Wisconsin 53705

Cwen Marsnall
808 Putnam Drive
Eau Claire, Wisconsin 54701

Richard H. Marshall, Jr.
28 Austin Crescent
Toronto M5R 3E3

Cntario, Canada

Murray C. McKinnon
1200 C & I Building
Houston, Texas 77002

Donald W. Newton
141¢ Meeting House Lane
Knoxville, Tennessee 37921

Margaret M. Norton
2880 loraine Road
San Marino, California 91108

Mary A. Baida
2244 Q Via Puerta

Lacuna Hills, California 92653




Cwnership of Don Fhillips and hsscciates
Undivided 3/32 Mingral Interest in: Lot 1
Sec. 1, T12%, R25%, N.M.pP.¥M,., FEddy County, Hew Mozico

. Bank and Trust Company
. 0. Box 267
: Florida 33578

IL,. Raymond Schererx
1930 Irving Avence South
Minneapolis, Minnesota 55403

Kathryan ¥Ynopg
3044 12th Awsnue South
Minneapolis, Minrnesota 55407

Rocgex Westman
257 North 117th hvenue
Omaha, Rebraska 68154

Elizabeth Melone ¥Winston
270¢ West Lake of the Isles Blvd.
¥inneapolis, Yinnesota 55416

San Diego Trust & Savinugs Bank
P. 0. Box X 1013

San Diego, Califorpia 92112 -
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Septorher 2, 1981

Former Partners of Con Phillips
& hesociates
(AiGresgen Ligt Atiached]
Fe: Cil, Cas and MYineral Lease

nNeE/4 mMi/4 (Lot 1) Section )
1165, R2SE, H.M.PLIA.
Eddy County, lew Mexico
Lakewotd Prospect

Coentlemen:

On May 26, 1981, I forvwarded to you referenced 0il, Gas and Mineral Lease
covering yonur respective interests in said land and reguested your
consideration and exccution of same. As I have not heard from you- .
concerning this satter, I feel I should inform you as to our plans
concernine this acreage.

Enadarko has profoszed the drilling of a 9500' Morrow formation test
tentatively scheduled for January of 1982. All of the E/2 of Section 1
{vwhich Includes your tract) will be peoled for this well., Estimated well
CosLs e 40630 ,0060 diry bhole and 58240 ,000 comploetoed.

If you do not wish z¢c lease your interest, please advice if yow wish to
join in the drilling of . this test and pay your proportionate share of the

well costs.

¥le are scheduling a forced pooling hearing in the near future and if we

do not receive word from you within thirty (30) days, we will have no choice

but to include your interest in this hearing and force pool your interest
in the well.

Plecase understand that the above is our only course of action in such a
situation and we hope to hear from you in the ncar future. ~

Very ftruly yours,

LJL&QOQ

F. shackelford;

S:s3jh

A Pannandie Eastern Company




Addregsses List

Sally n. Ellis
771 Crescent Drive
gonider, Colorado £0302

John B, MacGibbon and
Lucinda H. Mactiibbon,
Co-executors of the Estate
of E. E. MacGibhbon

321 Lowell )

Elk Piver, !HMinnesota 55330

Jan 4. Fox
5805 Wennegual Road
Madison, Wisconsin 53716

Southeast Bank and Trust Company,
Trustee for Rufus R. Rand Trust
cermbined by court order to

Hielen Chase Rand Trust

P. 0. Box 267

Sarasota, rFlorida 33578

San Diec¢o Trust & Savings Bank

as ‘Trustees of the Marian Whitney
Testimentary Trust

P. O. Box % 1013

San Diego, California 92112
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Septerber 2, 1981

Champlin Petroleum Company
300 Wiico Building
tidland, Tenas 79701

Attn: Land Depariment

Re: E/2 Section 1
T19S, R25LE, N.M.P.M.
Eddy County, New NMNexico
Lakewood Prospect

Gentlemen: |

Anadarko propoeses the formation of a 320 acre working interest unit

to be comprised of referenced land for the drilling of a 9500' Morrow
formation test with a tentative lnzation in the NW/4 SE/4 of said

Section 1. Our records refliect that Champlin controls 40 acres which

are held by production by virtue of the #1 Alley well located on the

west one~half of this section. FEstimated well costs are $610K dry

hole and $840K completed. “This well is scheduled to spud in January 1982,

We recuest your consideration as to joining in our proposed test as to
your approximately 12.5% working interest or farming out your interest
to the unit on mutually acceptablie terms.

Please advise at your earliest convenience as to your interest in this
proposed test in order that the recessary paperwork may be cormenced.
Thank you for your consideration of the above. )

Very truly yours,

(g J@;M@ﬂ

W. F. Shackelford

WFS:sjh

Apedasko
Heorin; Tine 3[!1/\?@;_--»_. '

e

v

A Panhandle Eastern Company
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January 26, 1982

Champlin Petroleum Company
300 Wilco Building
#idland, Texas 79701

Ettn: " Mr. John Alloway
Re: E/2 Section 1
7198, R25E, N.M.P.M.
E¢dy County, Rew Mexico
LakXewood Prospect

bear Mr. Alloway:

In September of last year I wrote you proposing Champlin's participation in
a well located in working interest unit comprising referenced land. You
Jater called@ and reouested a copy of our AFE and Joint COperating Agreement.
Our progress on this well has bheen hanpered by the diversity of the mineral
ovnership under portions of this land and the subsequent need to force pool
some interests. We have begun preparations for a compulsory pooling hearing
ané vou may have received notice to this effect. I am sending a copy of the
RFE at this time but am delaving sending the Operating Agrecement until I am
more certain as to the parties interests. 1If possible, we would appreciate
your getting your management's approval to participate in the well subject
to our negotiating a mutually acceptable Operating Agreement. We hcpe to
spud this well by the end of February.

In addition, Chahplin has the option of carrying its proportionate share of
the uncommitted interests which we are attempting to force pool and which
amount to approximately 11.46% of the unit area. We feel that leases exist
which effectively cover many of the interests as set out on the force pooling
application or else the parties have elected to join in the well. At any
rate, due to extensive title problems or uncertainity of these interests we
elected to include them in the application in order to commence our well.

Please advise at your carliest opportunity as to Champlin's interest in the
well and if you wish to join, if Chuamplin will carry its share of the uncom-

mitted interests.
Thank you for your consideration in the above,
Vexy t;gly yours,

(M.

william F. Shackelfoxd D

WFS:sw
Enclosure
APanhandle Eastern Company

L
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Sertember 23, 1981

Yates Tetroleum Corporation
Yates Drilling Company

Myco Industries, Inc.

Abo Petroleum Corporation
Yates Building

207 South 4th

hrtesia, HNew Mexico 883210

Attn: Land Department

Re: E/2 Section 1
T19S, R25E, H.M.P.M.
Eddy County, New Mexico
L.akewood Prospect

Gentlemen:

Anadarko proposes the formation of a 319.8 acre workinyg interest unit
to be compriscd of referenced land for the drilling of a 9500' Morrow
formation test with a tentative location in the HW/4 $12/4 of said
Section 1. Our records reflect that your companies control 27 acres
in the unit area. Estimated well costs are $610K dry hole and $840K
completed. This well is scheduled-to spud in January 1982.

We request y=ur consideration as to Jjoining in our proposed test as to
your approximately 2.1107% working interest each or farming out your
interests to the unit on mutually acceptable terms.

Please advisc at your earliest convenience as to your interest in

this proposed test in order that the necessary paperwork may be commenced.
Thank you for your consideration of the above.

Very truly yours,

VD NN

U. \jL. .(3 O(i‘x;L‘D'

V. F. Shackelford

TARMETS

S F

BEFOIRE E il
OIL CORNID VAN DIVISION
sty NO. <

cact o, %4
Submiticd by AM%&LM,_,._*
e oo AV fBA

A Panhandie Eastern Cotmnpany

MIDLAND, TEXAS 729707
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February ¢, 1982

Yates Petroleum Corporation o
Yates Drilling Company

Myco Industries, Inc.

Aho Petroleum Corporation

Yates Building

207 South 4th

rrtesia, New Mexico B8210

Attn: Mr. Bob laughlin
Re: Working Interest Unit
E/2 Section 1, T19S~-R25E, N.M.P.M.
Eddy County, New Mexico
Lakewood Prospect

Gentlemen:

With reference to my lettexr of September 23, 1981 concerning your participation
in subject unit, this is to confixm that I have been advised by telephone that
your companies wish to participate in our proposed test and that your lease has
been renewed covering your interest in same. Our progress on this well has been
hampered by the diversity of the mineral ownership under portions of this land
and the subsequent need to force pool some interests. We have scheduled a com-
pulsorxy pooling hearing and you may have received notice to this effect. I am
sending copies of our AFE and reguest your execution of same subject to our
negotiating a mutually acceptable operating agreement. We hope to spud this well

during the first guarter of 1982.

In addition, your companies have the option of carrying its proportionate share
of the uncommitted interests which we are attempting toc force pool and which
ampunt to approximately 11.46% of the unit area. We feel that leases exist
which effectively cover many of the interests as set out on the force pooling
application or else the parties have elected to join in the well. At any rate,
due to extensive title problems or uncertainty of these interests we elected
to inclvde them in the application in ordexr to commence our well.

Please advise at yovur earliest opportunity as to your companies interests in
acguiying their share of the uncommitted interests.

Thank you for your consideration in the above.
Very truly yours,

William F. Shackelford/
WFS :sw

Enclosures -
- . APanhan&le Eastern Company
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September 2, 1981

rmoco Production Company
P. O. Box 3092
Houston, Texds 77001

Attn: Land Department

Re: E/2 Section 1
T19S, R25E, N.M.P.M.
Eddy County, Hew MeXico
Lakewood Prospect

Gentlemen

Anadarko proposes the formation of a 320 acre working interest unit

to be comprised of referenced land for the drilling of a 9500' Morrow
formation fest with a tentative locartion in the RHW/4 SE/4 of said
Scection 1. Our records reflect that Amoco controls 20 acres which

are held by production by virtue of the #1 Alley well located on the
west one half of this section. Estimated well costs are $610K dry hole
and $840K completed. This well is scheduled to spud in January 1982.

We request your zonsideration as to joining in our proposed test as to
youxr approximately 6.25% working interest or farming ont your interest
to the unit on mutually acceptable terms.

Please advise at your earliest convenience as to your inteérest in this
proposed test in order that the necessaryv paperwork may be commenced.
Thank you for your consideration of the above.

Very truly yours,

U 4 -J»"\a(, "{}Q’\j , |
. ShackelfordT

Wrs:sih T RETORE EXAMINER STAMETS

GIL CONSERVATION DVISION
SCGRIBIT NO._D

creeno._ 484

Submiilad by AL}C(\U&

'Hcm-:’ng aie le H!i{&»

APanhandle Eastern Copany
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Janvary 25, 1982

zneco Production Company
P.O. Box 3092
fiouston, Texas 77001

Mitention: Mr. Jim Wishart

r2ference: E/2 Section 1
T19S, R25E, N.M.P.M.
Eddy County, New Mexico
Lakewood Prospect

Dzar Mr. VWishart:

Plecase find enclosed copy of my letter of Septerber 2, 1281 proposing a well
in a unit to be comprised of referenced land. also enclosed is a copy of ou:
AFE for the well. As you will note, the well costs as set out in my previc:.

letter were over estimated when compared with the AFE.

As I mentioned over the telephone, should 2Amoco elect to join, you liave the
option of carrying your share of the uncommitted interests which we are
attempting to force pool and which amount to 11.46% of the unit area. We
feel that leases exist which effectively cover many of the interests as set
out on the force pooling application or else the parties have elected to join
“in the well. At any rate, due to extensive title problems or uncertainty of
these interests we elected to include them in the application in order to

commence our well.

Your earliest response to our proposal will be appreciated as we hope to
spud this well by the end of February.

Very truly yours,
U/Qalémﬁ)t. XQC&Q*’
William F. Shackelford
WFS/sa

Enclosures ‘ v

APzanhandle Eastern Company
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Amoco Production Company {USA)
00 Jefferson Culiing

20O Box 3092

HHouston, Texas 77009

£3
73k
=0
N4

February 11, 1982

Re: E£/2 Section 1, T-19-S, R-25-E
Eddy County, New Mexico
Lakewood Prospect

Anadarko Production Company
900 Gibraitar Saving Center
P. 0. Box 2497

Midland, TX 79702

Attention: William F. Shackelford

Gentlemen:

Please be advised that subject to the execution of a mutually acceptable
operating agreement and well AFE, Amoco will join in the formation of
the proposed working interest area and participate in the drilling of a
test well up to our 6.25 percent interest.

Yours truly,

ol CLOONY
Barbara Caldwell

- Landman

BC/bd
4/537

[][; MDD LAND

FEB 1 5 1982




"ANADARKO PRODUCTION COMPANY 10 GIBRALTAR SAVINGS CENTER
~

Mr. Randall Montgomery
g2 Aprilwind South
Yontgomery, Texas 77356

bear Mr. Montgomery:

P.O

July 9, 1981

RE: S/2NE/4 & F/2SE/4
Section 1 T19S, R25E,
N.M.P.M. .
Eddy County, New Mexico
Lakewood Prospect

Pplease find enclésed the 0il and Gas Lease we discussed over the telephone, covering
your 2.5 net acre mineral interest under referenced land and reflecting our agreed
terms of 1 year term and 1/4 royalty. A draft is also enclosed for $375 being $150
per acre. If these instruments are in order, please do the following to properly

negotiate same:

1. Fill in your depository bank's name and address in the blanks provided in

paragraph 4 of the lease.

2. Go before a Notary Public and sign your name as typed and fill in your

Social Security Number.

3. Have the notary complete the acknowledgment form on the reverse and affix

his seal of office.

4. Endorsz the draft and place it and the lease in your Collections Window

at your bank for further handling.

Should you have any questions regarding the lease or any of the above, please call

me collect.

Thank you for your cooperation in this matter.

BEFORE EXAMINER STAMETS
OIL CONSERVATION DIVISION

EXHIBIT NO.__ (i
caseNo._ 484

-

Submitied by __AEQSLVQ-.._

WFS/aty

Feoiing Dafe.;..&,f,Lﬂi{.Qz_,_.___

Very truly yours,

ANADARKO PRODUCTION COMPANY

3 s - { %
VRt NG
L ,,_-_“-’-'-r/--"‘*"‘l! -z

W. F. Shéckielford

APanhandie Eastern Company

WX 2497 + MIDLAND, TEXAS 79702
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OIL & GAS LEASE

10th day of - JUuly ... . e e 1e B verween e e

Frinted on’ ' sele by Moll-Pocibough F‘;eu, Reswell, N, M.

THIS AGREEMENT irnde this

.— _..Randall Fields Montgomery, 82 Aprilwind South, Montyoinery, Texas | T7356 .

(Pest Office Addrisa)

herein called lespor (wWhether ont or more) snd.___Bnadar¥o Preduction (To.’.’l}.‘any.. [, e e e S e

1. Letsor, in comsiderstion of TEN AND OTHER DOLLARS in t.and 1AM, teeeipt €f whick i here xcknesledyed, and of the roraitice herzein provided and
of the sgrecments of the liaser herein conisined, herchy grarts, hexss snd iet» exclusively vrto Sisere for the purpear of ipsveslivsting, ecxploricg, prospreling,
drilling, and operating for and producing oil and yas, injecling sas, waterr, olber fluids, srd kir into subsorface strata, Joying Bipe dines, Maring oll, Luilding
tanks, rosdways, telephone lines, and other structures and things thereon to yrcduce, save, tabe cire of, (real, process, store xnd trareport sad minerala, the

rem e wn County, Kew Mesbeo, to-wiht:

following direrited land in _,,E

T19S, R25E, N.M.P.M.

Section 1: §/2 WE/4 & E/2SE/4

For the purpoze of calculating the rentel payments hereinafler provided for, said land s extimated 1o comprize . ~160-__ v eTis, whethor it actually
comprises rore or Jess, }

2. Subject 1o the other provisions berein contsined, this lense shall remain in force for a term of 1 yeree from this dote (cxlted “'primsry term™), snd
23 tong (hereafler ss oil or gas. is produced from ssid land or land with which *aid land is jxoled. N -

3. The royalties lo be paid by lessev are: (a) on oil, snd on other liquid hydrocarbons ssved at the weil,  L/4°  of that preduced and raved from seid land,

same 1o be delivered at the wells or 1o the credit of lessor in the pipe line to whick the wells may e cenncted (b) on gas, including casinghoesd gas and R} gss-
ecous substances, produced from £aid 1and and £0ld or used off the premises or in the manufacture of yasoline or other preduct therefrom, the merhet value at
the mouth of the well of r}/é of the gas so 501d or used, provided thal on gas sold at the wells the royaliy shall be /4 of the amount réatired from
sucth aale; {¢) s1id at any ti hen this )ease iz not velidsted by other provisions hLereof and (here is 8 yax snd/or cond&mb‘a well on snid land, or lend pwoled
therewith, bul gas and/for conderisate is not being £0 20d or used and suchk well is shut in, either before or after production therefrom, then on or Lefore S0 days
after said well is shut in, and thereaftler st annual intervals, lessee may pey or tender su advance nnnual shut-in royalty wqusd o the amount of deisy rentsla
provided for in this lesse for the scicage then held under this lesse Ly the paurty making such yayment or tender, and &0 long &2 s2id shut-in royalty is paid or
tendered this lease shall not terminste 2nd it will be considered vnder sll clavses hereof that gas js being produced from the Josced premises In psaying qusntities,
Fach such payment shall be psid or tendered to the party or parties who at the time of such payment would be entitled Lo roeceive the royaities which would be
3id under 1his lease if the well were in fact preducing, or be psid or tendered to the credit of such party or parites in the depoeitory Yank and in the manner

ereinafter provided for the payment of rentals.
4. If operstions for drilling &re mot commenced on seid )and or on Jand pooled therewith on or tefore one (1) year from this date, this lease shuli terminate

as to both parties, unless on or before one (1) year from this date lessee shall psy or tender to the lessor s rental of § 160‘ OQZ‘_:_ “““““““““
shall cover the privilege of deferring comm:encement of such operations for a r-enod_ of twelve (12) rmonths, In like msnner snd upon like payments or tenders,
annually, the commencement of $8id operations may be further deferred for successive periods of twelve (12) snonths esch during the primary term. Psyment

U 1 1} 1

cr tender may be made to the lessor or to the credit of the lessor in the —— e e

which bank, or any succeszor thereof, shall

.
at .
continve to be the sgent for the Jessor and lessor's heirs and assigns. If such bank (or any successor bank) shall fail, liquidste, or be succexded by another bank,
or for sny reason shall fail or refuse to mccept rental, lessee shall not be held in defsult until thirty (38) Jdayr after lessor shall deliver o lessee n recordable
instrument making provision for another scceptable method of paymernt or tender, snd any depository charge is & lisbility of the lessor, The payment or tender
of rental may be made by check or draft of lestee, mailed or delivered to s2id hiank or Jissor, or any lessor if more thsn one, on or before the rental paying
date. Any timely payment or tender of rental or shut-in royalty which it mxde in & bonn [ide attempl to make proper payment, hut ‘which fe erroneous in
whole or in ‘part_as to parties, smounts, or depasitories shall nevertheless Le sufficient to prevent terminstion of this Jease in the same munner &8 though a
proper payment had uven made: provided, however, lessce shsll correct such error within thirty (830} days sfter Jessee has received wrillen notice thereof Ly
certified mail from ic ser-together with such instruments as ere neccssary ‘o ennble Jerser to rnate proper payment.

6. is herchy granted the right and power, from time to time, to pool or combtine this Jease, the land covered by if or any part or horizon thereof
with any other land, lease, Jeases, mineral estates or parts thereof for the production of ¢il or gas.. Units pooled hercunder shall not exceed the standard pro-
ration unit fixed by Jaw or by the New Mexico Qi) Conservation Commission or by other 1swful suthority for the pool or sres jn which raid land is situated, phus
Lessee shall file written unit designstions in the county in which the premises are located and such units may be designeted from time to
time and either before or sfier the completion of wells. Drilling operations on oOr yproduction from any part of any such unit shall be considered for all pur-
poses, except the payment of royally, as operations conducfed upon or production frum the Jand dercribed in this lease. There shall be slloczled to the land
coversd by this Jease included in any such unit that portion of the totsl production of pocled minersls from wells in the unit, after deducting any used in Jease
or unit operations, which the number of surface acres in the land covered by this lease included in the unit bears to the total number of surface acres in the
unit. The production so allocated shal]l be considered for 2ll vurposes, including the yayment or delivery of royally, to be the entire projuction of jicoled minersls
from the porlion of said lsnd covered hejeby and included in said unit in the saine mmanper as thoush produced from £aid Mend under the terms of this Jease.
Any pooled unit designated by lestee, as firovided hérein, may be dissolved by lesree by recording an appropriate instrument in the County where the )and is sit~
usted at any lime sfler the completion of a dry hole or the cessation of prcduction on gzid unit.

6. 1If prior to the discovery of Oi} or gas hercunder, lesscee should drill 514 sbandon 8 dry hole or Foles hereunder, or if after Tiscovery of oil“or gas the
praduction thereof should cease for any czuse, this lease shsll not terminate if ivssce commences rewerking or additional! drilling opeérations within 60 days
thereafter and diligently prasecutes the rame, or (if it be within the pritnary f{erm)} commences or resumes the psyment or tender of renlsls or commences
operationy for drilling or reworking on or before the rental paying date’ next cnsuing sfler the expiration of three months from dete of standonment of said
dry hole or holes or the cessation of produclion. 1 2t the expiration of the prirmary term oil or gas is rot Leing produced but lessec i then engaged in operations
for drilling or reworking of any well, this lease shzll remsin in force so leng as tuch operations sre diligently prorezuted with no ccssalion of ‘mnore than 60
consecutive days. If during the drilling or reworNing of any well under 1his paragraph, lessce loeos or junks the hole or well and affer diligent efforts in good
faith is unsble to complete said operations then within 30 days after the slandonment of s2id operations lessee inay cominence another well and drill the same
with due diligence. If any drilling, sdditiona) drilling, or reworking cperstions heicunder resull in production, then this lease shall remain in fall force so long

s tolerance of 10%%.

-thereafter as oil or gss is produced hereunder. ;

1. lesrsee shall have free use of oil; gas 2nd wiler from said Jand, except waler from lecors wells 5nd tanks, for all operations hereunder, wnd the royalty
shall be computed after deducting sny 20 used. Lassec shall have the right 8l sny tiine during or xfter the expiration of this lense Lo remove cll property and
fixtures placed by lessee on said-land, including the right to draw &nd remove all casing, When required by lessor, Jeesee will bury all pipe Bres on coltivated
lends below crdinsry plow depth., and no well shall Yo drilled within twe hundred feet 1200 ft.) of any residence or barn now on raid lsnd without lessor's cofe
sent. Lissor shall have the privilege, at his risk ard expense, of using £8s froin any gas well on said fand for stoves &nd inside lights in the principal dwelling

thereon, out of any surplus gas not niceded for opersticns Lerevnder.
£, The rights of either party hereundesr may be zssigned in whole or In part_and the provisions hereof shall extcnd to the heirs, exccutors, administrators,
successors and assigna; but no change or division in the ownership of the lznd, or in the ownership of or right 10 receive rentals, royslties or Layments, however
sccomplished shal) operate to enlarge the obligalions or diminish the rights of lestee: and no ruch change or division shall Ye binding upon Jessee for ARy pur-
pose until 30.deys sfter lensee has been furnished by certified msil st lessee’s princips] place of business with acceptable instruments or certified copies
thereo! constituting the chain of title from the original lessor. 17 any such change in ownership occurs through the diath of the cxner, laasce may pay or
tender sny. rentals, royallies or peymerts 10 the credit of the Jdecezsed or his (stste in the dejwository bank until such tfime as li:see has ban furnished with
evidence sstisfsclory 1o lestee 23 10 . the persons entitled to such sums. In the event of an essignment of this lease as 1o & xegrepated portion of said Jand, the
rentals paystle herewider shal) be spportioned as Yeiwcen: the reversl leamschold ownems 13tably z2ccording to the surfece sres of exch, and default in r.atal
payment by one slall not sffect the rights of other leasehold owrers Lereunder. An assixnment of this lease, in-whole or in parl, shall, 1o the exient of auch
sssignment, relicve and dischurge lessee of any oblirations hereunder, and, if lessee o assig..ee of part or parts hereof shall fail or make defsult in the payment
of the proportionste part of the rentals due from such lessee or assignee or fail Lo comply with any other provisicn of the linse, 2uch default shall not sffect this
Jease §n a0 fsr as il covers a part of said lsnds upon which Jessee or sny essigree thereof shall so comply or make such payments. Rentals as used .in thia
paragraph shall slso include shut-in royalty, : ; : :
9, Should lessee be prevented from complying with any expras or -implied covenant of this Jease, or from conducting &rilling or reworking operations here
under, or {rom producing oil or gas hereunder by reason of scarcity or inability to obluin or uvse equiyment or msterial, or by operation of force maleure, or
“any Federal or ztate Jaw or &ny crder, rule or regulation of governmental sulhority, then while 30 prevented, lessee’s duty shall be suspended, and lesses

by
shall not be listle for failure 1o comply therewith: and this lease shsli be extended while and #o long as lissec i prevented Ly sny such cause from conducting
H not be counted against lessee,

dritting or reworling optrations on or from producing oil or gss hereunder: and the time while lessee is 8o provented sha
snything in this lease 0 the contrary notwithstanding. - ,

10. Lessor herchy warrants andisgrevs 1o defend the title to said Iand, and agrees that Jetsee, at jts opfion, may dischsrge any taz, mortxage, or other
Tien upon esid land, and in the event lesace does »o, it shall be subregated to such lien with the.right 1o enforee same &nd apply rentals and royalt aceruing
hereunder toward sstisfying same. Without impairment of Jessee's rights under the warranty, if this lease covers a less interest in the or gas in all or &
part of said Jand than the entire and undivided fee simple estate (whether lessor’s interest is hersin specified or not) then the royalties, shut-in royalty, ren
und other payments, if any, accruicg from ani part as to which this Jease covers Jess than such full intercst, shall be psid only in the proportion which :
Intereat therein, 3 any, covered by this Jease, bvars 1o the whole and undivided fee simple estate therein. Should any one of more of the parties named above ua--
Yessors fai] te execuie this lease, it shall nevertheless be binding upon the party or parlies execuling the same, g

11, ° Lesdee, its/his succersors, heirs and ssaigns, shall hase the right st any time to surrender this Jease, In whole or. in pari, to lessor or hia hel UCtam. "
sors, and assigns by delivering or mailing ‘a relecse thereof to.the lessor, or by placing 8 release thereo! of record in the county [a which ssid Jand &".' suces b
thereupon Jessee shall be relieved from all obligations, expressed or Implisd, of this agreement. ss 1o acrezge 80 ducrvodered, and theresfter the rentals
shut-in voyalty payable hereunder shall be reduced in the proportion that the scrcage covered hereby s nduced by said relcase or relvases,

-

12. It is understood that this lease is for a 1 yéar term only and that paragraph 4 .
above is for the sole purpose of shut-in royalty payment only should same become necessary.

Executed the day and year first atove wviﬁrn.

Randall Fields Montgomery

Soc. Sec. #:




ANADARKO PRODUCTION COMPANT 900 GIBRALTAR SAVINGS CENTER  + P(“BOX?JQI . MIDLAND, TEXAS 79702

Svmaneladgh

September 1, 1981

Mr. Randall Monlgowely
82 Aprilwind South
Montyomery, Texas 77356

Re: E/2 Section 1
T195, R25E, N.M.P.M.
Eddy County, New Mexico
Lakewood Prospect

Dear Mr. Montuomery:

In accordance with your reguest over the telephone L have obtained
some preliminary figures for your information. Our plans are to
drill a 9350 foot Morrow test on referenced tract and will pdol all
ol the 1/2 of Section | in the dévenl of praduction.  Eatimabed woll
costs are $530,000 for a dry hole and $780,000 for a complétcd well.
Your 2.5 net acres in the cast half of this section would give you

a .78125% working interect with corresponding well costs of $4,141
dry hole and $6,094 completion costs.

I hope the above will assist you ip making a decision as to your
interest in this acreage. DPlease advige i1if I may be of further

assistance in this matter.
Very truly yours,
o i
bt Soclaidhnd

1

W, F. Shackelforq

WIS :sjh

APanhandle Eastern Company




ANADLORKO PRODUCTICN COMPANY O GIBRALTAR SAVINGS CENTER +« PO X 2497 + MIDLAND, TEXAS 79702

-

AN AT ki M{gﬁ;g

July 1, 1981

Department of vital Statistius
Austin, Texas 78701

Re: Guorge Slaughter Gatewood
Gentlemen:
Please search your records to determine if George Slaughter Gatewood died
in the state of Texas and if so provide me with a copy. of his death

certificate.

My check in the amount of $3.00 is enclosed to cover your charge for this
search. ‘

Thank you for your attention to the above.

Very truly yours,

i A ; o

© ORI ) -
(. / -f' ;‘..V’:‘(} :/."\.,

VRS PP ) ST 8 Cecha 24

W. F. Shackelford

WFS:sjh

enclosure

BEFORE EXAMINER STAMETS
ClL CONSERVATION DIVISION

L EXHIBTNO.__ /.
case o, _74%4.
brmittied by Q_n_a_k}é‘i_g&wwm“—
Hearing Qa%{mwﬂéalLZ[Sgglwmuw—

O e

A Panhandle Eastern Company

oA




Texas Departrﬁent of Health

1100 West AGth Street

QOBLRT BEFNSTEIN, MO Austin, Texas 78756 «CuURT A, FACLLAN,
COMMISSICHE R SLPUTY COMMISSICNER
(512) 4sr=7111 s
10-26-81
WwILLIAM F SHZCKCLFCRD RE: DFATH CERTIFICATE Q01 COPIES
705 % SPRUCE CLTEWOOD ,0E0RGE SLAUGHTER
MIGLAND T* 719731 0C-0C-15%9

556 Y127 (7-22-81 3.00

BCAF STR 8 “ADRDAM:

BASED ©f THE INFORMATICN FUKNISHED Y YOUR REQUEST, &
SEARCH OF THE FILES AND IKDEXES FAILS TC <HOW A RECORD
REGISTEIRCD IN THY N&ME ABCVE.,

SHOULZ MORE SPECIFIC INFCORHMATION KEGAKDING THE DATE,
PLACE y OR NAMES OF PARENTS BECOME AVAILARCLC IN THE FUTURE,

PLEASE SHQW SUCH ITALFORMATION BELCA AND RE TURN THIS LETTER.
WE SHALL BC GLAD TC MAKE A FURTHER SEARCH OF QUR FILES.

Sincerely yours,

PLEASE RETURN THIS LETTER WITH YOUR REPLY % 5 g

J: L. Howze, DIRECTOR
VITAL RECORDS

MO
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ANMADARKO PRODUCTION COMPANY O GIBRALTAR SAVINGS CENTER -+ P.O X 2497 « MIDLANQ, TEXAS 29702

AN Ry rﬂsﬁ

July 1, 1971

Department of Health and
Vital statistics
Santa Fe, New Mexico

T Re: George Slaughter Gatewood
Gentlemen:

Please search your records to determine if George Slaughter Gatewood

died in the state of New Mexico and if so provide me with a copy of

his death certificate.

My check in the amount of $3.00 is enclosed to cover your charge for
this search.

Thank you for your attention to the above.

Very truly yours,

W, ) LMO

W. F. Shackelford ;
WFS:sjh

enclosure

A Panhandie Eastern Company
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ArapDARKO PRODUCTION COMPANY

Y
-

J

Con v v AR, FOMMS
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PR R pavrey

900 GIBRALTAR SAVINGS CENTER

.

P.O. BOX 2497

MIDLAND, TEXAS 79702

S jsoshy At ,,M

" VITAL RECORDS

.

AN At S A

July 1, 1971
Departmert of Health and
Vital Statistics
Santa Fe, New Mexico
Re: George Slaughter Gatewood

Gentlemen:

termine if George Slaughter Gatewood
f so provide me with a copy of

Please search your records to
died in the state of New Mex¥to a
his death certificate.

My check in the amount of 3~OG is enclosed to cover your charge for
this search.

Thank you for your attention to the above.
Very truly yours, \ .
/l . O
R :
J & /‘ '. _44- N2V (_{@
W. F. Shackelford Ji <:;/%Z:,/
WFS:sjh |

enclcsure

= oL B No. 624689

ot ———————
STATE OF NDW MEXICO

- s

1469 A-2 Y A

' FEE RECEIPT
. - plZN] ; 039763

| (Tlo 4 - HhlFuemn seces civsion
! REC'D OF i11i ‘ (97 { 4 Po aBS: ?qu 87503 DATE 7/24 19__8l1
' aoomess___ Midland, Tx, lgr2- A= DBD s 4.00
197377 D-6G e P Pt e Nl [one
1%7%, ‘
‘ ‘qu' 3 'Gatewbod; George S. | R
3 1919, “1| Tast Tiving 1959 :
- 8 AT EHX R XS HAKE XA j

E Fat” Hﬂ]lam Shakelford

3 2 705 W, Spruce . _
., ; L_Mid]and, Tx. 79701 N "THIS RECEIPT MUST BE RETURNED WITH ANY INQUIRY

3 .

149D Sec v —Deco

- - - . - M v -~ ~




OFFICE PHONE 746 9336 HMONME PHONE 746 9338

ROBERT E. BOLING
EXPLORATION CONSULTANT

202 AMERICAN HOME BUILDING

ARTESIA, NEW MEXICO - pg210

FPebruary 2, 19382

Mr. William F. Shackelford
Anadarko Production Company
P. 0. Box 2497

Midland, Texas 79702

Re: George Slaughter Gatewood
Mineral Interest S/2 NE/4
and E/2 SE/4 Section 1,
T19S R25E, Eddy County,
New Mexico

Dear Mr. Shackelford:

You have inguired about Mr. George Slaughter Gatewood
whom I once located, bought a lease from and later bought some

minerals from.

Shortly after the discovery of the Empire Abo Field in
1957, almost everyone recognized that the reef probably extended
west. This caused an active lease play in an area which
included the captioned land.

After considerable work on the title it was determined
that the minerals were owned one-third each by Laura Violet
Robinson, George Slaughter Gatewood and the Hester heirs. I
leased the Robinson interest and Amoco leased the Hester heirs
which gave each of us a one-third interest.  We then were both
actively looking for George Gatewood.

Miss Robinson, who was Mr. Gatewaod's cousin, said she
had not heard from him in ten years and that she was sure he
was dead. After six months' locking and much investigation,
I found an address for him that was at least ten years old.
The address was a skid-row hotel in Odessa, Texas. I went to
the hotel and asked if they knew him. The clerk said she would
see if he was in his room. I nearly fainted.

Mr. Gatewood was a single man in his mid fifties. He told
me that he worked on pipeline construction jobs in the summer
time and loafed in the winter; that he had come kback to Odessa
about two weeks prior to the time I found him and that prior to
that he had not been in Odessa for ten years.




Mr. William F. Shackelford
February 2, 1982
Page 2

I made a deal to buy his lecase. He had rno bank

account.

I helped him open onc at an Odessa bank so there would bhe a

place to pay rentals and shut-in gas royalty.

In 1959 I bought some of his minerals. At that
was living in Decaf Smith County, Texas, probably Here
I have not heard from Mr. Gatewood since 1859,

Yours very truly,

AT e .
twobert E. -Boling

REB:scp

time he
ford.

g y
)"'/.’ﬁ e S 7&/\?’“‘7
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OPERATING AGREEMENT

rnadarko Production Company n
, hereinafter desipnated and

THIS AGREEMEN, entered into by and botvween

referred to as “Opcrator”, and the signatory party or puarties other than Operator, sometimes hereinafter
referred to individually herein as “Non-Operator™”, and collectively as *Non-Operators”,

WITNESSETH:

WHEREAS. the parties to this agreement are owncers of oil and gas leases and “or oil and gas in-
terests in the land identified in Exhibit “A’, and the parties hereto have reached an agrecment to explore
and develop these leases and ‘or oil and gas interests for {he production of oil and gas {o the extent and
as hercinafter provided:

NOW, THEREFORE, it is agreed as follews:

ARTICLE 1

DEFINITIONS
As usged in thic agreement, the following words and ferms shall have the meéanings here ascribed
to them:

A. The term “oil and gas” shall mean oil. gus. casinghead gas. gas condensate. and all other liguid
or- gaseous hydrocarbons and other marketable substances produced therewith. unless an intent to
lirnit the inclusiveness of this term is specifically stated. :

B. The terms *0il and gas lease’”. “lease” and “leaschold” shall mean the oil and gas leases cov-
ering tracts of land lying within the Contract Area which arc owned by the parties to this agrecment.

C. The term “oil and gas interests” shall mean unleased fee and mineral interests in tracls of
land lying within the Contract Area which are owned by parties to this agreement.

D. The term “Contract Area” shall mean all of the lands, oil and gas leaschold interests and oil
and gas interests intended to be developed and operated for oil and gas purposes under this agreement.
Such lands, oil and gas leaschold interests and oil and gas interests are described in Exhibit “A”.

E. The term “drilling unit” shall mean the area fixed for the drilling of one weil by order er rule
of any state or federal body having authority. If a drilling unit is not fixed by any such rule or order,
a drilling uni{ shall be the drilling unit as established by the patiern of drilling in the Contract Arca
or as fixed by express agreement of the Drilling Parties.

F. The term “drillsife” shall mean the oil and gas lease or interest on which a proposed wel) is to
be located.

G. The terms “Drilling Party™ and “Consenting Party” shall mean a party who agrees fo join in
and pay -its share of the cost of>any operation conducted under the provisions of this zgreement.

H. The terms “Non-Drilling Party” and “Non-Consenting Party” shall mean a party who elects
not to participale in a proposed operation. .

Unless the context otherwise clearly indicates, words used in the singular include the plural, the
plural includes the singular, and the neuter gender includes the masculine and the feminine.

ARTICLE 1I.
EXHIBITS

The following exhibits, as indicated below and attached heveto, are incorporated in and made a

- part hereof:

(X A. Exhibit “A”, shall include the fo]lowmg mfoxmatlon
(1) Identification of lands subject to agrcement,
(2) Resirictions, if any, as to depths or formations,
(3) Percentages or fractional interests of parties {o this agrecement,
(4) Oil and gas leases andyor oil and gas interests. subject to this agrecoment,
(5) Addresses’ of parties for notice pirposes.
. Exhibit “B", Form of Lease.
. Exhibit “C”, Accounting Pxocedure
. Exhibit “D”, Insurance.
E. Exhibit "E”, Gas Balancing Agreement.’ R
. Exhibit “F”, Non-Discrimination and Certification of Non-Segregated Facilities.

bl I R4

ONNNEE
*umcom

If any provision of any exhibit, except Exhibit “E”, is mconmstent \\1th any p]O\'lSlOn coniamed
m ihe body of .this agreement, the provisions in the body of this agreement shall preva:l : :

.

5 ki e e oot b e
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ARTICLE 1L
INTERESTS OF PARTIES

A, 01l and Gas Infcrests:

If any party owns an unleased oil and gas interest in the Conlract Area, that interest shall be
treated for the purpose of this agreement and during the term hercof as if it were a leased interest
under the form of oil and gas lease attached s Exhibit “B”. As to such interest, the owner shall re-
ceive royalty on production as prescribed in the form of oil and gas lease attached hereto as FExhibit
"B, Such party shall. however. be subjeet to all of the provisions of this agreement relating 1o lessees,
to the extent that it owns the lessece interest

B. Interest of Parties in Costs. and Produciion:

Exhibit “A™ lists all of the parties and their respeclive percentage or fractional interests under this
agreement. Unless changed by other provisions, all cosls and liabilities incurred in operations under
this agreement shall be borne and paid. and all equipment and material acquired in operations on the
Contract Area shall be owned by the parties as their “nterests are shown in Exhibit “A”., ANl produc-
tion of oil and gas from the Contract Arca, subject to the pavment of lessor's royvaliies. which—awill-be
horme-tivoahe ~Jointi-Acecant, shall also be owned by the parties in the same manner during the {erm
hereof: provided, however, this shall nof be deemed an assignment or cross-assignment of interests cov-

ered hereby.

ARTICLE 1IV.
- TITLES

A. Title Examination:’

Title examination shall be made on the drillsite of any proposed well prior to commencement of
drilling operations or, if the Drilling Parlics so request, title examination shall be made on the leases
and- or oil and gas interests included. or planned to be included. in the drilling unit around such well.
The obinicn will include the ownership of the wcrking interest, minerals, royally, overriding rovalty
and production paymenis under the applicable Icases. At the fime a well is propesed, each party con-
tributing leases and/or oil and gas interests to the drillsite, or te be included in such drilling unit, shall
furnish to Operator all abstracts (including Federal Lease Status Reporis), title opinions, f{itle papers
and curative material in its possession free of charge. All such information not in the possession of or
made available to Qperator by the parties, but necessary for the examination of title, shall be obtlained
by Operator. Operator shall cause title to be exarnined by attorneys on its staff or by outside attorneys.
Copies of all title opinions shall be furnished to cach party hereto. The cost incurred by Operator in
this title p}ogram chall be borne as follows:

] Option No. 1: Costs incurred by Operatur in procuring abstracts and title examination (including
preliminary, supplemental, shut-in gas royally opinions and division order title opinions) ‘shall be a
part of the administrative overhead as provided in Exhibit “C,” and shall not be a direct charge, whether
performied by Operator’s staff attorneys or by outcide attorneys.

&% Option No. 2: Costs incurred by Operator in procuring abstracts and fees paid outiside attorneys
for tille examination (including preliminary, supplemental, shut-in gas royalty opinions and division
order title opinions) shall be borne by the Drilling Pariies in the proportion that the interest of each
Drilling Party becars to the total interest of all Drilling Parties as such interests dppear in Exhibit “A™.
Operaior shall make no charge for services rendered by its staff attorneys or other personnel in the
performance of the above functions. \

Each party shall be responsible for securing curative maiter and pooliné amendments or agreements

>required in connection with leases or oil and gas interests con(qibllted by such partly. The Operalor shall be

responsible for the preparation and recording of Pocling Designations of Declarations as well as the
conduct of hearings before Governmental Agencies for the securing of spacing or pooling orders. This
shall not prevent any parly from appearing on its own behalf at any such hearing. :

[

No well shall be drilled on the Contract Area until after (1) the title to the drillsite or drillii‘z_g‘unit

‘has been examined as abeve provided, and (2) lhe title has been approved by the examining attorney or -

title has been accepted by all of the parties who are to parficipate in the drilling of the well. .

B. Loss of Title: S
1. Failure of Title: Should any oil and gas interest or lease, or interest therein, be Jost ‘ihr.ongh

failure of title, which loss results in a reduction of intercst from that shown on Exhibit “A”, this agree-

ment, nevertheless, shall continue in force as to all rémaining oil and gas leases and interests, and
"{a) The parly whose oil and gas lease or interest is affceted by the title failure shall bear alone

the entire loss and it shall not be cntitled to recover from Operator or the other partics any dcve]opmeni

-2.




AAPL. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1977

3

5
¢

8

10

or operating costs which 34 may have therétofore paid, but there shall be no monetary liability on its
part to the other parties hereto for drilling, development. operating or other similar oM S by reason of
such title failure; and

(b) There shall be no retroactive adjustment of expenses incurred or revenues received from the
operation of the Literest which has been lost, bul the inferests of the parties shall be revised on an acre-
age basis, as of the time it is determined finally that title failure has occurred, so that the interest of
the party whose Jease or interest is affeeiad by the title failure will thereafter be reduced in the Contract
Area by the amount of the interest lost; and

(¢) If the proportionate interest of the other parties hereto i1 any producing well therctofore drilled
on the Contract Arca is increased by reason of the title failure, the party whose title has failed shall
receive the proceeds atiributable to the increase in such interests (less costs and burdens attributable
thereto) until it has been reinbursed for unrecovered costs paid by it in conneclion with such well;
and

(d) Should any person not @ party 1¢ this agreement, who is determined to be the owner of any in-
terest in the title which has failed, par in any manner any part of the cost of operation, development,
or c¢quipment, such amount shall he paid to the party or parties who bore the costs which are so refung-
ed; and

(e) Any ]iabiiily to account to a third party for prior production of o¢il and gas which arises by
reasen of title failure shall be borne by the party or parties in the same proportions in which they shared
in such prior production; and

(f) No charge shull be made to the joint account for legal expenses. fees or salaries. in connection
with the defense of the interest claimed by any pariy hereto, it being the intention of the parties
hereto that each shall defend title to its interest and bear all expenses in connection therewith.

2. _I_ﬁgs_s_p);i\fgrg_-fﬁa}jmgm_p_x;}grronco_uﬁs_Pavrpentk of Amount Due: If, through mistake or oversight,
any rental, shut-in well payment, minimum royalty or royalty payvment, is not paid or is erroneously
paid, and as a result a lease or interest therein terminates, there shall be no monetary liability against
the party wheo failed to make such payment. Unless the party who failed to make the required payment
secures a new lease covering the same interest within ninety (90) davs from the discovery of the fail-
ure to make proper pavment, which acquisition will not be subiéct {o -Articie VIILB., the interests of
the parties shall be revised en-an acreage basis, effective as of the date of termination of the lease in-
volved, and the party who failed to make proper pavment will no longer be credited with an interest in
the Contract Area on account of ownership of the lease or interest which has {erminated. In the. event
the party who failed to make the reaquired pavment shall not have been fully reimbursed, at the iime of
the loss, from the proceeds of the sale of oil and gas attributable to the lost interest, calculated on an
acreage basis, for the development and operaling costs theretofore paid on account of such interest, it
shall be reimbursed for unrecovered actual costs theretofore paid by it (bui not for its share of the
cost of any dry hole previously drilled or wells previously abandoned) from so much of the following
as is necessary to effect reimbursement: :

(a) Proceeds of o0il and gas, less operating expenses, theretofore accrued to the credit of the lost
interest, on an acreage basis, up 1o the amount of unrecovered costs;

(b) Proceeds, less operating expenses, thereafter accrued attributable to the lost interest on an
acreage basis, of that portion of oil and gas thereafter produced and markeied {excluding production
from any wells thereafter-drilled) which, in the absence of such lease termination, would be attributable
to the lost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of said
portion of the oil and gas to be coatributed by the other parties in proportion to their respective in-
terests; and

(c) Any mome< up to the amount of unrecovered-costs, that may be paid by any party who is, or
becomes, the owner of the interest lost, for the privilege of participating in the Contract Area or be-
coming a parly to this agrecment.

3. Other Losses: All losses incurred; other than those set forth in Articles IV.B.1. and IV.B.2.
above, shail not be considered failure of title but shall be joint losses and shall be borne by all parties
in proportion to their mtercsts Tl‘ele shall be no readjustment of interests in the remaining portxon of

the Contract Area.

ARTICLE V. S
OPERATOR s

A. DESIGNATION AND RESPONSIBILITIES OF OPERATOR:

-Anadaxko Production Company : A — e _"shall be the
Operator of the Contract Area, and thall conduct and- dir ¢ 2nd have full control of all operations on

the Contract Area as permltted and required by, and. \x‘ thie limits of, this agreement. It <hail con-
duct all such opexatmn: in a good and workmanlike manner but it shall Kave no liability as Operator
to the other parties Tor losses sustaired or liabilities mcuncd except such as may result from gross

negligence or willful misconduct.
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B. Resignation or Hemoval of Operator and Sclection of Sucecessor:

1. Hesignution or Removal of Operator: Operator may resign at any time by giving written notice
thereof to FN(m-‘Opc'rém:rs. If Operstor terminates its legal existence, no longer owns an inferest in the
Contract Area, or is no longer capable of serving as Operator, it shall cease to be Operator without any
action by Non-Operalor, except the selection of a successor. Operator may be removed if it fails or
refuses 1o carry out its duties hercunder, or becomes insolvent, bankrupt or is placed in receivership,
by the affirmative vote of two (2) or more Nen-Operators owning a majority interest based on owner-
ship as shown on Exhibit “A”, and not on the number of parties remaining after excluding the voting
interest of Operator. Such resignation or removal shall not becorne effective until 7:00 o’clock A.M.
an the first dav of the calendur month following the expiraiion of ninely (40) days after the giving of
notice of resignation by Opcrator or uetion by the Non-Operators to remove Operator, unless a successor
Operator has been selected and assumes the duties of Operator at an carlier date. Operataor, after effect-
ive date of resignation or removal, shall be bound by the {erms hereof as a Non-Operator. A change of
a corporate name or structure of Operator or transfer of Opcrator's interest to any single subsidiary,
parent or successor corporation shall not be the basis for removal of Operator.

2. Selection of Suecessor Operator: Upon the resignation or remeval of Operalor, a successor Op-
erator shall be selected by the Parties. The suceessor Operator shall be selected from the parties owning
an interest in the Contract Area at the time such successor Operator is selected. If the Operator that
is removed fails to vole or voles only to succeed itself, the successor QOperator shall be selected by the
affirmative vete of two (2) or more parlies owning a majority interest based on ownership as shown
on Exhibit “A” and not on the number of parties remaining alter excluding the voting interest of the

Operator that was removed.

C. Employees:

The number of emplovees used by Operalor in conducling operations hercunder, their sclection,
and the hours of labor and the compensation for services performed; shall be determined by Operator,
and- all such employees shall be the employeces of Operator.

D. Drilling' Contracts:

All wells drilled on the Contract Area shall be drilled on a competitive cont*'act basis at the usual
rates prevailing in the area. 1f it so desires, Operator may employ its own tools and equipment in the
drilling of wells, but its charges therefor shall not exceed the prevailing rales in the area and the rate
of such charges shall be agreed upon by the parties in writing before drilling opéraﬁons are com-
menced, and such work shall be performed by Operator under the same lerms and conditions as are
customary and usual in thc arca in contracts of independent contractors whe are doing work of a sim-

ilar nature.

ARTICLE VL
DRILLING AND DEVELOPMENT

A. Initia] Well:

On or before the _31st _day of _April : , 1982 Operator shall commence the drill-
ing of a well for ¢il and gas at the following location: 1980' FSL & FEL of Section 1, Town-
ship 19 South, Range 25 East, Eddy County, New Mexico.

and shall thereafter continue the drilling of the well with due diligence 10 a subsurface depth
of 9500 feet or to that subsurface depth at which the geological formation kriown
as the "Morrow" formation has been penetrated and adeguately tested, in the

opinion cf operator, whichever is the lesser depth,
unless granite 0;' other practically impenetrable substance or condition in the hole,” which rénders
further drilling 1mpract1cal, is encouniered at a lesser depth, or unless all parties agree to comg()lete or

"abandon the well at a lesser depth. "’ . L

-

Operstor shall make reasonable tests of all formations encouniered during drilling which give in-
dication - of containir.g oil and- gas in quantities sufficient lo: test; unless this agreement shall be hmxtedf
in.its application to a specific formation or formations, in which event Operator shall be xequlred to
test only the formation or formations to which this agreement may apply. e i

If; in Operator’s judgment, the well will not produce oil or gas in paying quantities, and it wishes
to plug and abandbn the well as a dry hole, it shall fn‘st secure the consent of all. pan]es and shall.
plug and abandon same as provided in Article VI E.1'hereof. :
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B. Subscquent Operaiions:

1. Proposed Operations: Should any party “wereto desire 1o drill any wel! on the Contract Area
other than the well provided for in Article VLA, or {o rewnrk, deepen or plug back a dry hole drilled
at the joint expensc of all parties or a well jointly owned by all the parties and not then producing
in paying quantities, the party desiring to drill, rework, decpen or plug back such a well shall give the
other parties written notice of the proposed operation. specifying the work to be performed, the Joca-
tion. proposed depth, objective formation and the estimated cost of the operation. The parties receiv-
ing such a notice shall have thirty (30) days after receipt of the notice within which 1o notify the
parties wiching 10 do-the wark wheother they elect to narticipale in the cost of the proposcd operalion.
If a drilling rig is on lacation. notice of proposal to rework. plug back or drill deeper may be given
by telephone and the response period shall be Imifted to forty-cight (48) hours, exclusive of Saturday,
Sunday or fegal holidays. Fallure of a pavty receiving such notice to reply within the period above fixed
shall constitute an clection by that party not to participate in the cost of the proposed operation. Any
notice or response given by telephone shall be promptly confirmed in writing.

2. Operations by Less than All _Parties: If any party receiving such notice as provided in Article
VI.B.l. or VI.E.1. elects not to participate in the proposed operation. then, in order to be entitled to
the benefits of this article. the party or parties giving the notice and such other parties as shall elect
to participate in the operation shall, within sixty (60) days after the expiralion of the notice period of
thirty (30) days (or as promptly as poassible after the expiration of the forty-eight (48) hour period
where the drilling rig is on location. as the case may be) actually commence work on the proposed
operation and complete it with due diligence. Operatoyr shall perform all work for tne account of the
Consenting Parties: provided, however. if no drilling rig or other equipment is on location, and if Op-
erator is a Non-Consenting Party, the Consenting Parties shall either: (a} request Operator to perform
the work required by such propased operation for the account of the Consenting Parlies, or (b) desig-
nate one (1) of the Consenting Parties as Operator to perform such work. Consenting Parties, when
conducting operations on the Contract Area pursuant {o this Article VI.B.2., shall comply with all terms
and conditions of this agreement.

If less than all parties approve any proposed operation, the proposing party, immediately after the
expiration of the applicable notice period. shall advise the Consenlihg Parties of (a) the total interest
of the parties approving such operation. and (b) its recommendation as to whether the Consenting Par-
ties should proceed with the operation as proposed. Each Consenting Party, within forty-eight (48)
hours (exclusive of Saturday, Sunday or legal holidays) after receipt of such notice, shall advise the
proposing party of its desire to (a) limit participation to such party’s interest as shown on Exhibit “A”,
or (b) carry iis proportionate part of Non-Corisenting Parties’ inlerest., The proposing party, at its
election, may withdraw such proposal if there is insufficient participation, ard shall promptly notify
all parties of such decision.

The entire cost and risk of conducting such operations shall be borne by the Consenting Parties in
the proportions they have elected to bear same under the terms of the preceding paragraph. Corsenting
Parties shall keep the leasehold estates involved in such ogperations free and clear of all liens and
encumbrances of every kind created by or arising {rom the operations of the Consenting Parties.” If such
an operaticn results in a dry hole, the Consenting Parties shall plug and abandon the well at their sole
cost, risk and expense. If any well drilled, reworked, deepened or plugged back under the previsions
of this Article results in a producer of oil and/or gas in paying quantities, the Consenting Parties shall
complete and equip the well to produce ‘at their sole cost and risk, and the well shall then be turned
over to Operator ‘and shall ke operated by it at the expense and for the account of the Consenting Parties.
Upon commencement of operations for the drilling, reworking, deepening or plugging back of any such
well by Consenting Parties in accordance with the provisions of this Article, cach Non-Consenting Paity
shall be deemed to have relinquished to Consenting Parties, and the Consenting Parties shall own and
be entitled to receive, in proportion to their respective interests; all of such Non-Consenting Partj?’s
interest in the well and share of production therefrom until the proceeds of the sale of such share,
calculated at the well, or market value thereof if such share is not sold (after deducting production
taxes, royalty, overriding royalty and other interests existing on the effective date Liereof, payable out of
or measured by the production from such well accruing with respect to such interest until it reverts)

shall equal the total of the following: .

(a) 3}3830 of each such Non-Consenting Partys share of the cost of any newly acquxred Surface
equipment beyond the wellhead connections (including, but not limited to, stock tanks, separators,
treaters, pumping equipment and plpmg) plus of each such Non- Consentmg Pnrtys share; of the
cost of operatzon of the well commem.mu ‘with fltst productlon and contxnumg untﬂ e:ich fgch Non-
agreed that each Non-Consentmg Party’s <hare of such costs and equipment w11l be that’ mterest whxch
would have been chargeable to each Non-Consenting Party had it participated in the v&ell from. the be-

ginning of the operauon and . .

(b)_300 % of that portion of the costs and expenses of drilling reworking, decpening, or plugging
back, - testing and completing, after deducting any cash contributions received under Article VIII.C, and
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300.% of that portian of the cost of newly acanired equiprnent in the well (to and including the well-
head connections), which would have been chargeable to such Non-Consenting Party if it had partici-

pated therein.

Gas production attributable to any Non - Consenting Party’s relinquished interest upon such Party’s
election, shall he sold to its purchaser, if available, under the terms of its existing gas sales con-
tract. Such Non - Consenting Party shall direct its purchaser to remit the procecds receivable from
such sule direct to the Consenting Parfies until the amounts provided for in this Article are recov-
ered from the Non - Consenting Pariy’s relinquished interest. If such Non - Consenting Party has not
contracted for sale of its gas at the time sueh gas is available for delivery, or bas not made the clee-
tion as provided above, the Consenting Parties shall own and be entitled to receive and sell such Non-
Consenting Party's share of gas as hercinabove provided during the recoupment period.

During the period of time Consenting Parties are entitled to receive Non-Consenting Party’s share
of production, or the proceeds tnercefrom, Consenting Parties shall be responsibie Sor the payvment of
all production, severance, gathering and other taxes, and all royvally, overriding royvalty and other

burdens applicable to Non-Consenting Party’s share of produciion.

In the case of any reworking, ptugging back or deeper drilling operation. the Consenting Parties shall
be permitied to use, free of cost, all casing, tubing and other equipment in the well, but the ownership of
all such equipment shall remain unchenged; and upon abandonment of a well after such reworking,
plugging back or deeper drifling, the Consenfing Farties shall account for all such 2guipment {o the
owners thereof. with each party receiving its proportionate part in kind or in value, less cost of

salvage.

Within sixty (60) days alter the completion of any operation under this Article, the party con-
ducting the operations for the Consenting Parties shall furnish cach Non-Consenting Party with an in-
ventory of the equipment in and connected to the well, and an itemized statement of the cost of drilling,
deepening, plugging back, testing, completing, and equipping the well for production; or, at its option,
the operating party, in licu of an itemized siatement of such costs of operation, may submil & detailed
staiement of monthly billings. Each month thereafier, during the time the Consenting Parties are being
reimbursed as provided above, the Party con‘duéting the operations for the Consenting Parties shall furn-
ish the Non-Consenting Parties with an ilemized statement of all costs and liabilities incurred in the
operation of the well, together with o statement of the quantity of oil and gas produced from it and the
amount of proceeds realized from the sale of the well’s working interest production during the preceding
month. In determining the quantity of o0il and gas produced during any month, Consenting Parties
shall use industry accepted methods such as, but not limited to, metering or periodic well fests. Any
amount realized from the sale or other disposition of egunipment newly acquired in connection with any
such operation which would have been owned by a Non-Consenting Parly had it participated therein
shall be credited against the total unreturned costs of the work done and of the equipment purchased,
in determining when the interest of such Non-Consenting Party shall revert to it as above provided;
and if there is a credit balance, it shall be paid fo such Non-Consenting party.

If and when the Consenting Parties recover from a Non-Consenting Party’s relinquished interest
the amounts provided for above, the relinquished interests of such Non-Consenting Party shall auto-
matically revert to it, and, from and after such reversion, such Non-Conseniing Party shall own the same
interest in such well, the material and equipment in or pertaining thereto, and the production there-
from as such Non-Consenting Party would have been entitled to had it parlicipated in the drilling,
reworking, deepening or plugging back of said well. Thereafter, such Non-Consentling Party shall be
charged with and shall pay its p;'oporliby)ate part of the further costs of the operation of said well in
accordance with the terms of this agreement and the Accounting Procedure, attached hereto.

Notwithstanding the provisions of this Article VIi.B.2, it is agreed that without the mutual consent

of all parties, no wells shall be completed in or produced from a source of supply from which a wellr

located elsewhere on .the Coniract Area is producing, unless such well conforms to the then-existing

e

well spacing pattern for such source of supply. . : ’ .

The provisions of this Article shall have no application \vhatsoeve\r to the drilling of the ini;ial
well described in Article VI.A. except (a) when Option 2, Article VILD.1., has been sclected, or (b)
to the reworking, deepening and plugging back of such initial well, ‘if such well is or thereafter shali
prove to be a dry hole or non-commercial well, after having been drilled to the depth specified in Article

VIA,

C. Right to Take Production in Kind: - N

Each-party shall have the right to tske in kind or sepafately dispose of its preportionate éhai'é of
all oil and gasw'produccgif from the Contract Arca. exclusive of production avhich may be used in de-
velopment’ and producing opm":nions and in preparing and freating oil for marketing purposes and
production unavoidably lost. Any extra expunditure incinred irr the taking in kind or separate dispo-
sition by any party of its proportionate share of the production shall be berne by such parly. Any
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Z00.% of that portion of the cost of newly zeguired cguipiment in the well {10 2nd including the weli-
Lead conneetinng), which wonld have been hurpenble w0 such _xr;.":-(,f):.sars(arag Party if it had pariici-

pated the:ein,

P

Gzs production allributable 1o any Nor - Caz neenting Party’s redinguirhed interest upon such Party's
¢lection. shall be sold to its pusrchaser, i available, under the tt»rms of is ¢xisting gas sales con-
tract  Such Non - Consenting Party shall direct 31e purchaeer to remit he proceeds receivable from
such sale disect 1o the Consernting Partles untll the omounis provided for in this Article are recov-
ered from the Non - Consenting Party's relincuished inmerest. Jf such Neon - Conenting Party nhas not
contracied for sale-of ite cas a1 the time such gas is i
ies shiall own znd Lo entitled 1o roged

eble for delivery, of has not made the elec-

vee i 2231 such Non-

tior. s provided above. the Conienting Par
Corzenting Pariy's shere of ga3 a5 herelnebove provided doring the reccupment neriod.

ing the perind of time Consenting Pariies are entitled Ww reccive Nen -Cﬁasen og Party’s share

iy
3.'cuo“ or the proveeds tnerefics, Consentirig Parties

T8¢
all production.
o

severanee, peihoering and other fanes.
1

Ye oo
=
I
”
N
oy
Q
F’

to Non-Conzeniing Parlys share o

I ihe case of any revourking, pluceing back oy ‘(‘r‘,){"' dridlipy ’_r;e""iian. the Conseriing Partices shall

be peymni cd 10 ure. free of ool 211 cading fubing snd oter couipment in the well, bt the owrninrship of
[ 1 H

all such eqguizment shall romein unchanged: and on zhandenment of & well sfier such seworking,

i bt
plugging back or deeper dridiing. the Consenting Fartic: shell account for zll such eguipment fo the
owners theredf, with cach party receiving its proportionste payt in kind or in value, less cost of

ssivage.

Within sixty {(60) days after the complelion of any eperzlion . under this Arficle, the pariy con-
ducting the operations for the Consenting Parties shall furnish each Nen-Consenting Pariy with an in-
ventory of the eguipment in and connected 1o the wll, snd an iternized stziement of the cost of driiling,
deepening, plugging back. testing. completing. and equipping the well for produciion; or. ! iis oplion,
the opersiing party, in lisu of an itemized stalemeni of suen costs of operstion, may submit a delsiled
stztement of monthly billings. Each month thereafter, during the time the Consenting Parties are being
reimbursed as provided above. the Pariy (-dnduclir;g the gperations for the Consenling Part lies sha
ich the Non.Conconting Partior weith an iteeisnd cdctoment of 211 cocte znéd lzbilities incurred in the
operation of the well. fogether with a siztument of the guantity of ol and gas produced {rom it znd the
amount of proceeds realized from the szle of the well’s working inlerest pro:md on during the preceding
month. In determining the guamiis of ol znd gas produced during any month, Consenting Parties
shall use industry zccepted methods such as, bul not limited 1o, metering or periodic well 1esis. Any
amount realized from the sale ¢r other disposition of eguipment nevwly zcguired in connccetion with zny
such operation which would have been owned by a Non-Consenling Pariy had it participzted therein
shall be credited against the 1otal unreturned costs of the work done and of the eguipment purchased,
in determining when the inicrest of such Nop-Consenting Parly shall revert 10 it as sbove provided;
and if there is a credit balance, it shall be pzid to such Non-Corsenting party.

If and when the Consenting Parties recover from z Non-Conseniing Party’s relinguished interest
the amounts provided for zbove. the relinguished interests:of such Non-Consenting Party shall auto-
matically revert to it, and, from and after such reversion, such Non-Consenting Party shall own the same
interest in such well, the material and eguipment in or perizining therelo, and the production there-
from zs such Non-Consenting Party would have been entitled to had it parlicipated in the drilling,
reworking, deepening or plugging tack of ssid well. Therczfler, such Non-Consenting Party shall be
charged with and shall pay its proportionzle part of the further costs of the operation of said well in
accordance with the ferms of thus agreement znd the Accounting Proceduré.\’a‘t‘tafhed hereto,

Notwithsignding the provisions of {his Article, V!.B,:é., it is zgreed that without the muiual consent
ef 31l parties, no wells shall be completed in or: produced from z source of supply from which a weli
located elsewheie on the Contraci Area is producing. unless such well conforms {6 the then-existing
well spacing patlern for such scurce of supply. ,

The provisions of this Article shall have no application whalscever to the drilling of the initial
well described in Article VIA. except (a) when Option 2, Article VIL.D.1., has been selected, or (b)
10 the reworking, deepening and plugging bzck of such initial well, if such well is or thereafier shall
prove 10 be a dry hole of non-cornmercial well, afler having been drilled to the deglh specified in Article
VIA

C. Right te Take Production in Kind: | _ T

Euch party shall have the right 1o take in kind or separztely dispose of its proponticnate &hanz of
al} oil and pas produced Ntom the Contracd Arez. exclusive of produciion whizh may be used in de-
velopment ang producing eperzlions and in prepering and trealing o3l- for muukeling purposes and
production unavoidably lost. Any exira expendifure incuned in the taking in kind or ~«paraic dispo-

sition Ly eny pariy of its proportionate share of the preduction shall He bume Ly such pariy. Any
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ziving such oiher perty thirty (203 «
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sule,

Ir. the event une of

exucily eouvzl fo oz part z z
tafancng or zeeounting beloenn ihe respeciive zcecounts of the parties shall he in accordanoe with
any Gas Balancing Agrecment botween the psrlies herclo, whether such Agrecment s alizched 35

Exhibit “E”. or is g separate fAgrecrnent.

i

D. Access to Contract Area znd Information:

Fach pariy shall have zeeess o ine Contracl Arca a2t 28l rezsonable times, at itc sole risk 10 inspect
or Ginerve opgraiions. and shzll have access al regsonzsble limes W information perizining 1o the de-
veiopment or aperation thercof, including Operstor’s books znd records relating thereto, Operator, upon
reguest. shall furnish cach of the oihier pzriles with copicr of a8l forms or reporis {iled with govern-
reports, well legs. $ank lables. daily gzuge zod run tickeis znd reports

nenfal agencies, d"il}' drillin r
mzke available simples of any osies or eutiings

1134
of carh month. znd hal

Gi stotk on hand at the first il , 3
15%en fmm a0y -.;-.d} aritled 65 {he Contraet Area. The cost of gathering znd furnishing informeation to
Non-Operztor, siber 1hao i,‘sza: specified zbove, ?haﬂ by chzrged W the Non-Oncraior thatl reciesis the

inforsneiion.
E. Abandonment of Wells:

1. Atzndonment of Dry Foles: Except for any well drilled pursuant to Article VIB-,. any well
which has been drilled unﬁ er the fcrms of this zgreement and is propozed 1o be compleied 25 2 dry hole
shall net be plugzed znd abzndoned without the consent of 2l parties. Should Operztor, a“c—r diligent
cffori, be unable to contect zny party, or should any pariy fzil fo reply within forfy-eight (423) hours
{exclusive of Saturday, Sunday or legal holidzys) afler receipl of notice of the propesal to plug and
abandon such well, such gpariy shall be deemed 10 have consenied {o the proposed zhzndonment, All
such wells shall be plugged zrnd shaindoned in zocordance with zpplicavle regulations znd af 1he cost,

risk znd expense of the pa;'ﬁcr who periicipziced in the cost of drilling of such well, Any party whe ob-

jects to the plugging znd zhandoning such well shall kave the right 1o iake over the well and conduct

further eperations in :::a'.'('h of il znd ‘or gas subject fo the provisions of Article VLB,

a

1hal heyve Pun’dtf;_x}; Bacept {or zny well which has been drilled or. re-

2. Abandonment of Weils

worked pursuant to Ariicle VLB 2 bereof for which the Conseniing Parties have not-been fully | reim-

bursed a8 therein provided, any well which has been completed as a producer shall not be plugged and
zhzndoned without the conunt of sY purties. 1 sl pariies consent 1o such skzndonment, the v:el. shall
be plugged and alandored in scctrdznee with spplicably regulations and at the cost, risk and expense
of all the parties hereto. If, within thirty (20) days afler receipt of notice of the proposed abandonment
of such well, all pariies do not agree 1o the abandonment of any well, those wishing 10 continue its op-
eration shzll tender to cach of the other purties its proporticnale share of the value of the well's sakable
material ard cquipment, determined in accordance with the provicions of Esxhibit “C™, less the estimated
cost of salvaging and the edlimaied cost of plugging and abardoning. Each zbandoning party ‘shall
assign 1o the non-zbandoning parties, without warranty, express or implied, as to title or as‘!o qu.gmxty,

© quality, or filness for use of 1the eguipment and material. ail of its interest in the well ond related eguip-

ment, tozether with its in‘erest In the leaschold estate as 10, but only a5 lo, the interval o intervals of the
formation or formaiions 1hen open 10 production. I thelinterest of 1he abandouning party ir or includes
an oil and gas interest. such purty shall cxecn ¢ ~nd deliver ‘6 the non-uhandorning puily or parties an
as lezse, limited to the :men'a! or interviis of the formation or formations then open 10 progue-

oil and g
1erm of one year and 50 long thereafler o5 6i] and ‘o1 gas is produced from the infesval or int

o , : -7-




AALL FORM 610 - MODEL FORM OPERATING AGREEMENT - 1977

DD wae

T

LA 0N

Ao W R va DS D Wy

-

DY RS 0 i3 B3 D B3 e me bt v e e me v wa
VW N e 3w R A

NS
N

oW
N o= O

[arsy !n/m,e 115 share of production in kind dul‘ ’ur— reptired 16 pay for only §ts proportionate share
. .

of suceh port of Oparsinrs surl:

Taeh rorty snall cuceute such division orders zrd (()'1'.: s H@s rnay for the cale of its
3

interert L prniuction from the Contract Area, and, cxcept sy provided 5., sheall be entitled

5
 peccive peyinant direet from he puichaisr thereof for s share of all production.

I the svent gy panty

NI I T aT

Glugrids 6F 305 Lrop DOI6 i".(- Cotitvact Arca. Opirator sha H‘"'c

the miphd, s Gt paon Binry bt ol ¢
65t mrid g 3ot thery 5t s g £
: asea {Or Such r'f:"""'or Any such purchese or sale by Op-

L ST A S Y QN ST B EIN T 5 At

subier] plwavs 1G uetion 1o exercise gt any lime s

fono event for a period in ;
rmane & osale including one into interstate commesce

s Aerece of e ghoee o ;!2 c':} ard oUS e
v Operewr of any oino party’s share of o and g nel
ree ponsistent with the sisimurn needs of the zcr,’,;f:zry undcr the
:

- of one (1) year. f‘.'f;’.'.’»:k‘:gt nding the
other party’s
auch intended

th

firzt giving such other pardy thirty (20} days notice of

In 1he event one or rooie nuriies’ feparite "z':'}';f»iﬁo:: of its share of the zas caurves splif-stream de-
tiveries 1o separate pipelines znd or deliverie ! rot

2%
-t
\'.
3
ot
(”3
>
to]
W
e
™
d
\
-~
Q
|
jeN
[t
-
o
o
oy
&
.
o
1
5]
=
“
>
o)
A
N
S
bo]
fi)
e
[t

rilonatle s’a re of tal gas saies 10 be allocaied to jt, the

cxactly cqual to a periy’s respective propo <
bzlarcing or zecounting between the respeclive aceounts of the parties shall be in accordance with
eny Gas Ba!a wing Agreement botwesn the parties herete. whetner such Agreement is attached as

Exkibit ~“E", or i a separale Agresrnent.

D. Aceess 1o Contract Area and Information:

Eoch party shall have access 1o the Contract Area zt all rezsonable tlmfta. ai its sole risk to inspect
or observe opcrations, and cshall have access gt rezzonsble times to information pertaining {o the de-
velopment or operstion mereor including Operator’s books znd records relafing thereto. Opeérator, upun
reguest. chall furnish each of the other parties with copies of all forms or reports filed with govern-
menlal zgencies, daily dnhmg reports, well lozs, tank tubles, dails gauge and run tickets and reporis
of stock on haznd al ithe first of cach month, and snall spake availabie s ny cores or cuttings
taken from any well drilled on the Contrzel Area. The cost of gathie z; g and furnishing inforrmation to
Non-Operetor, other than that szpecified zbove, shall be cherged to the Non-Operzior that requests the

](/‘ of &

informaeation.
E. Abandonment of Wells:

1. Atandonment of Dry Holes: Excep! for any well o"illr'd pursuant ‘o Article VI.B.2.. sny well
which kas been drilled under the terms of this agrecment and is proposed to be compleied as a dry hole
chall not be plugged and zbandoned without the consent of 51l parties. Should Opcrator, after diligent
cffort, be unable to contact any pariy. or should any party fsil to reply within forty-eight (42) hours
(exclusi:i‘e of Saferday, Sunday or legsl holidafs) after receipt of notice of the proposal to plug and
abandon suck well, such party shall be deemed 10 have cunsenied (o the proposed abzrndonment. All
such wells shzll be plugged and sbandoned in zccordance with applicable regulations and at the cost,
risk end cxpense of the parties who participaied in the cost of drilling of such well. Any parly who ob-
jecis to the plugging end abandening such well shall have the right to take over the well and conduct
further operztions in search of oil and ‘or gas subject to the provisions of Article VLB. '

2. Abzrdonment of Wells that heyve Produced: Except for any swell swhich has been drilled or re-
worked pursuzsnt 1o Article VLB.2. hereof for which the Consenting Parties have not heen ﬁ]lly,reim-
bursed as thercin provided. any well which has been completed as a producer shall not be plugged and
ashandoried without the consent of 3l p:s‘rlies, If all pastics consent to such zbzrdonment, the well shall
be plugged and zlandoned in zccordznce with applicable regulations and at the cost, risk and expense
of al] the parties hereto. If, within thirty (30) days after receipt of notice of the proposed abandonment
of such wefl, all parties do not zgree 1o the abandonment of any well, those wishing to ceminue'its op-
eration shall tender to ezch of the ather parties its pxopomon.a.e share of the value of the well's sal-'ab!e
material zrd cquipment, determired in accordance with the provisions of Exkibit “C", less the estimated
cost of sajvaging and the estimaied cost of plugging and abardoning. Each abandoning parly shall
assign to the non-zbandoning. parties,  without warranty, express or implied, as to title or as to quam)ly,_
quality, or fifness for use of ihe eeuipment and material, all of ifs interest in the well and related equip-
ment, tozcther with its intercsy in the leaschold estate as 10, but only as to, the interval or mtcnals of the
formation or fo.mations then op{-ndio production. If ihe interest of the shandoning par ty is or includes
an oil and gas interevt, . stch party shall execule and deliver to the non-ubandoning a:r!.v or partiies an
oil und gzs leasé, limited to the interval or intesvais of the fa'n" ion or formations then open {0 produc-
thereafter o oil und or gas is produced from the ,-..c'-val or infer-

tion, for a 1érm of one year and so long
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vals of the farmation o1 formations covered thereby, such Jease 16 be on the form aitached as Exhibit
“137 The assignments or leases so Jimited shiadl encompass the “drilling unit” upon which the well is
joroted, The payinents by, and the sssignments or leases i, the assignees shall be in g ratio based upon
!hr»‘Urff}af,:v'u:shi_n of their
the gercentages of participation in the Coniract Ares of all assigrees. There shall be no readjustment

of mteicst in the remaining portion of the Contract Ares,

Thercafter, suindoning parties shall have no further responsibility, Hability, or interest in the op-
cration of or production from the well in the interval or intervals then open other than the rovaliies
retained in any lease made under the terms of this Article. Upon reguest, Operator shall continue to
operate the aoigned well for the account of the non-abandoning parties at the rates and charpes con-
templated by this sereement, plus any additional cost and charges which may arise as the resalt of

the sepsrate ownership of the assigned well.

ARTICLE VII.
EXPENDITURES AND LIABILITY OF PARTIES

A.  Liability of Parlies:

The lability of the parties shall be several. not joint or coliective. Each party shall be responsibie
only for its obligations. and shall be liable only for its proportionate share of the cosis of developing
and operating the Contract Avea. Accordingly, the liens granied among the parties in Article VILB. are
given to sccure only the debts-of cach severally. It is not the intention of the parties to create, nor shall
this agreement be construed zs creating, @ mining or other parinership or association. or to render the
pariies liable as partners.

B. Licns and Payment Defaults:

Each Non-Operator gra‘nts‘ to Operator a lien upon its oil and gas rights in the Contract Area, and a
seeurity interest in its share of oil and ‘or gas when extiracted and its interest in all equipment. to secure
payment of its share of expense, together with interest thereon at the rate provided in the Accounting
Procedure attached hereto as Exhibit “C”. To the extent that Operator has a securily interest under the
Uniform Commercial Code of the State. Operator shall be entitled to exercise the rights and remedies
of a secured party under the Code. The bringing of a suit and the obfaining of judgment by Operator
for the secured indebiedness shall not be deemed an election of remedies or otherwise affect the lien
rights or security interest as security for the pavrment thereof. In addition, upon default by any Non-
Operator in the payment of its share of expense, Operator shall have the right, without preiudice to
other rights or remedies. to collect from the purchaser the proceeds from the sale of such Non-Operator’'s
share of oil and-or gas until the amount owed by such Non-Operator, plus interest has be¢n paid. Each
purchaser shall be entitled 1o rely upon Operator's written statement concerning the amount of any de-
fault. Operator grants a like lien and security interest to the Non-Operators to secure payment of Gp-
erator's oroportionate share of cxpense.

If any party fails or is unable to pay its share of cxpense within sixty (60) days after rendition. of
a statement therefor by Operator, the non-defaulting parties, including Operator, shall, upon request by
Operalor, pay the uinpaid amount in the proportion that the interest of each such party bears to the in-
terest of all such parties. Fach party so paving its share of the unpaid amount shall, to obtain reimburse-
ment thercof, be subrogated to the security rights described in the foregoing paragraph.

C. Payvmentsand Accoub!ing:

Except as herein otherwise specifically provided, Operator shall promptly pay and discharge expenses
incurred in the developinent and operation of the Contract Area pursuanl to this agreement and shall
charge cach of the parties hercto with their respective proportionate shares upon the expense basis pro-
vided in the Accounting Procedure sltached hereto as Exhibit “C"”. Operator shall keep an accurate
record of the joint account hereunder, showing cexpenses incurred and charges and credits made and

v

reccived.

Operator, at its electjon, shall have the right from time to time to demand and receive from the

other parties payment in advance of their respective shares of the estimated amiount of the expense to
ke incurred in operations hereunder during the next succeeding month, which right may be exerciled only
by submission to cach such party of an itemized staiement of such estimated expense, together with

an invoice for its share thercof. Each such statement and invoice for the payment in advance o? osti-

mated expense shall be <ubmmcd on or before the 20th day of the next preceding month, Each party
shall pay to Operator its proportionate share of such cstimate within fifteen {15) days after such ¢s-
timate and invoice is received. If any party fails to pay its share of said estimate within said time, (he
amount due shall bear interest.as provided in Exhibit C™ until paid. Proper adjustment shall be
made monthly between advances and actual expense to the ¢nd that eacl party shall bear and pay its
proportionate share of actual expenses incurred, and no more.

-8-
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D. Lianitation of Expenditures:

1. Drill or Deepen: Without the consent of all parties, no well shall be drilled or deepened. ex-
cept any well drilled or deepened pursuant to the provisions of Article VEB.2. of this Agrcement, it being
understond that the consent te the drilling or deepening shall include:

1 Gption No. 1. Al nceessary expendilures for the drilling or deepening, testing, completing and
cqripping of the welll including necessary tankage and-or surface facilities,

i Option No. 2: AN neecssary expenditures for the drilling or deepening and testing of the well. When
such well has reached jts authorized depth, and all tests have been completed, Operator chall give im-
mediate notice to the Non-Operators who huve the right (o participate in the completion costs. The parties
receiving such notice shall have forty-cight (48) hours {exclusive of Saturday, Sunday and legal holi-
davs) in which to clect to participate in the setting of casing and the completion attempt. Such election,
when made. shall include consent to all necessary expenditures for the completing and equipping of such
well, including necessary tanksyge and,or surface facilities, Failure of »ny party receiving such notice
to reply within the period sbove fixed shall constituic an election by that party not to participate in
the cost of the completion attempt, If one or rore, but less than all of the parties, elect to set pipe and

to attempt a completion, the provisions of Article VI.LB.2. hereof (the phrase “veworking, deepening or

plugging back™ as contained in Article VI.B.2. shall be deemed to include ‘‘completing”) shall apply to
the opcrations thereafter conducied by less than all parties.

2. Rework or Plug Back: Without the consent of all parties, no well shall be reworked or plugged
back except a well reworked or plugged back pursuvant to the provisions of Article VI.B.2. of this agree-
ment, it being understood that the consent {0 the reworking or plugging back of a well shall include
consent to all necessary expenditures in conducting such operations and completing and equipping of
said well, including necessaiy tankage and/or surface facilities.

3. Other Operations: Operator shall not undertake any single project reasonably estimated to require
an expenditure in excess of __Twenty-Five Thousand - - - - - __Deoltars ($.25,000,00 )
except 1 cornection with a weli, the drilling, reworking, deepening, LomY‘-ILung recomp]eting, or plug-
ging back of which has been previously authorized by or pursuant to this agreement; provided, how-
ever, that, in case of explosion, fire, flood or other sudden emergency, wiiether of the same or different
nature, Operator may take such sleps and incur such expenses as in its opinion are reguired 1o deal with
the emergency to safeguard life and property but Operator, as promptly as possible, shall report the emer-
gency to the other parties. If Operator prepares “Authority for Expenditures” for its own use,
Operator, upon request, shall furnish copies of its *‘Authority for Expenditures” for any single project
costing in excess of _Twentv-Five Thousand- - = - - - .. Dolars (§25,000.00_ ).

E. Royalties, Overriding Royalties and Other Payments:

Each'party skall pay or deliver, or cause 1o be paid or delivered, all royaities 1o the extent of

the usuval 1/8th rovalty _____due on its share of production and shall hold the other parties free

from any lability therefor. If the interest of any party in any oil and gas lease covered by this agree-
ment is subject to any royvalty, overriding royalty, production payment, or other charge over and above
the aforesaid royalty, such party shall assume and alone bear all such obligations and shall account
for or cause 1o be accounled for, such interest to the owners thereof.

No party shall ever be responsible, on any price basis higher than the price received by such party,
to 'any other partly's lessor or royally cwner; and if any such other party’s lessor or royalty owner should
demand and receive settlements on a higher price basis, the party contributing such lease shall bear the
royalty burden insofar} as such higher price is concerned.

F. Rentals, Shut-in Well Payments and Minimum Royalties:
Rentals, shut-in well payments and minimum royalties which xnay‘:be required' under the terms of

any leasc shall be paid by the party or parties who subjected such lease to this agreement at its c”)r“their
expense. In the event two or more parties own and have contributed interests in the same lease to this

- agreement, such parties may designate one of such parties to make said payments for and on behalf of all

such parties. Any.party may request, and shall be entitled to receive, proper evidence of all. such pay-
ments. In the event of failure {0 make proper payment of anv rental, shut-in well pay ment’or mxmmam
royalty thxough mxctake or oversight where such payment is required to. continue the lease m “force,
any loss which results from such non- -payment shall be borne in accordance with the pr ovxsxons of Arucle
1V.B.2. :{_,\- '
Operator shall notify Non-Operator of the anticipated completion of a shut- in gas w e}] or lim shut-
1ing in or return to production of a producing gas well, at least five (5) days (e\cmdmg Saturdav Snn-
day and holidays), or at the carliest opportunity permitted by circumstances, prior to taking such acuon
but assumes no liability for failure to do so. In the event of failure by Operalor 1o so notify Non-
Opcrator, the loss of any lease contributed hereto by Non-Operator for failure to make- timely payments

-9-
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of any shut-in well payment shall Le borne jointly by the parties hereto under the provisions of Article

JV.13.3.

G. Taxes:

Beginning with the first calendar year after the effective dute hercof, Operator shall render for ad
valorem taxation all property subject 1o this agreement which by law should be rendered for such
taxes, and it shall pay all such taxes assessed thereon before they hecome delinguent. Prior to the ren-
dition date, cach Non-Operator shall furnish Operator information as to burdens {to include, but not be
fimited to, royvaltjes, overriding rovsities and production payments) on leases and oil and gas interests con-
tributed by such Non-Operator. If the assessed valuation of any leasehold estate is reduced by reason of its
being subject 1o outstanding excess rovalties, overriding royvalties or production payments, the reduetion in
ad valorem taxes resulting therefrom shall inure to the benefit of the owner or owners of such leasehold
estate, and Operator shall adjust the charge to such dwner or owners so as {o reflect the benefit of such
reduction. Operator shall bill other parties for their proportionate share of all tax payments in the man-

ner provided in Exhibit “C”.

If Operator considers any tax assessynent improper, Opcerator may. al its discretion, protest within
the time and manner prescribed by law, and prosecute the protest to a final determination, unless all
parties agree to abandon the protest prior to final determination. During the pendency of administrative
or judicial proceedings, Opcrator may clect 1o pay, under protest, all such taxes and any interest and
penalty. When any such protesied assessment shall have been finally determined, Operator shall pay
the tax for the joint account, together with any interest and penalty accrued, and the total cost shall then
be assessed against the parties, and be paid by them, as provided in Exhibit “C”,

Each party shall pay or cause to be paid all production, severance, gathering and other taxes im-
posed upon or with respect to the production or handling of such parly’s share of oil and/or gas pro-
duced under the terms of this agreement.

H. Insurance:

At sll times while operations are conducted hereunder, Operator shall comply with the Workmen’s
Compensation Law of the State where the operations arée being conducted; provided, however, that Op-
erator may be a self-insurer for liability under said compensation laws in which event the only charge
that shall be made to the joint account shall be an amount equivalent to the premium which would have
been paid had such insurance been obtained. Operator shall also carry or provide insurance for the
benefit ¢f the joint account of the parties as outlined in Exhibil “D”, attached to and made a part hereof.
Operator shall require ail’ contractors engaged in work on or for the Contract Area to comply with the
Workmen's Compencation Law of the State where the operations are being conducted ‘and to maintain
such other insurance as Operator may require.

In the event Aulomobile Public Liability Insurance is specified in said Exhibit “D”, or subsequently
receives the approval of the parties, no direct charge shall be made by Operator for premiums paid for
such insurance for Operator’s fully owned aulomotive equipment.

ARTICLE VI
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A. Surrender of Leases:

The leases covered by this agrecement, insofar as they c¢mbrace acreage in the Contract Area, shall
not be surrendered in whole or in part unless all parties consent thereto.

However, should any party desivé to surrender its interest in‘any lease or in any portion thercof, and
other parties do not agree or consent thereto, the parly desiring to surrender shall assign, without express
or implied warranty of title, all of its interest in such lease, or portion thereof, and any well, material and
equipment which may be located thereon and any rights in producticn thereafter secured, to the:barties
not desiring to surrender it. If the interest of the assigning party includes an oil and gas interest, the‘ as=
signing party shall execute and deliver to the party or parties not desiring 1o surrender an oil ;i"%d gas
lease covering such oil and gas inlerest for a term of one year and so long thereafter as oil and/or gas
is produced from the land covered thereby, such lease 1o be on the form altached hereto as ExhiBi{ “B”,
Upon such assignment, the assigning party shall be relieved from all cbligations thereafter aqcfuing,
but, not theretofore accrued, with respect to the acrcage assigned and the operation of any well 1i1'éreon,
and the assigning party shall have no further interest in thie ldase assigned and its cquipniq’ni and pro~
duction other than the royalties retained in any lease made under the terms of this Article. Thé \bérties
assignee shall pay to the party assignor the reasonable salvage value of the latter's interest in ahy wells
and equipment on the assigned acreage. The valie of all material shall be determined in accordance
with thé provisions of Exhibit ©C”, less the estimated cost of salvaging and the estimsted cost of plug-
ging and abandoning. If the assignment is in favor of more than onc party, the assigned interest shall

-10-
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Le shared by the parties assignee in the proportions that the interest of cach bears to the interest of all

parties assignee.

Any assignment oy survender made under this provision shail not reduce or charge the assignor's or
surrendering pavties’ interest, as it was immediately before the assignment, in the balance of the Contract
Area: and the acreage assigned or surrendered, and subsequent operations thercon, shall not thereafter
be subject 1o the terms and provisions of this agreement.

B. Rencwal or Extensinn of Leasces:

If any party sceures a renewal of any oil and gas lease subjeet to this Agreement, all other parties
shall be natified promptly, and shall have the right for a period of thirty (30) davs following receipt
of such notice in which to elect to participate in the ownership of the renewal lease. insofar as such
lease: affects lunds within the Contract Area, by paying to the party who acquired it their several proper
proportionate shares of the acquisition cost allocated to that part of such lease within the Contract Area.
which shall be in proportion to the interests held at thal time by the parties in the Contract Area,

If some, but less than all, of the parties elect to particinate in the purchase of a renewal lease, it
shall be owned by {he parties who elect {o participate therein, in a ratio based upon the relationship of
their respective perceniage of participation in the Contract Area 1o the aggregate of the percentages
of participation in the Contract Area of all parties participating in the purchase of such renewal Jease.
Any renewal lease in which less than all parties elect o participate shall not be subject to this agreement.

Each party who participates in the purchase of a renewal lease shall be given an assignment of its
proportionate interest therein by the acquiring party.

The provisions of this Article shall apply to renewal leases whether they are for the entire interest
covered by the expiring lease or cover only a portion of ifs area or an interest therein. Any renewal lease
taken before the expiration of its predecessor Jease, or taken or contracted for within six (6) months after
the expiration of the existing lease shall be subject to this provision; but any lease taken  or contracted
for more than six (6) months after the expiration of ‘an existing lease shall not be deemed a renewal
lease and shall not be subject to the provisions of this agreement.

The provisions in this Article shall apply also and in like manner to extensions of oil and gas

leases.
C. Acreage or Cash Contiributions:

While this agreement is in force, if any party coniraets for a contribution of cash toward the drilling
of a well or any other operation on the Contract Arvea, such contribution shall be paid to the party who
conducted the drilling ‘or other operation and shall be applied by it against the cost of such drilling or
other operation. If the contribution be in the form of acreage. the parly {o whom the contribution is
made shall promptly tender an assignment of.the acreage, without warranty of title, -to the Drilling
Parties in the proportions said Drilling Parties shared the cost of drilling the well. If all parties hereto
are Drilling Parties and accept such tender, such acreage shall become a part of the Contract Area and
be governed by the provisions of this agreement. If less than all parties hereto are Drilling Parties and
accept such tender, such acres1e shall nat herome a.part of the Contract Area. Each party shall prompt-
ly notify all other parties of all.acreage or money contributions it may obtain in support of any well-or
any other operation on the Contract Area.

If any party contracts for any consideration relating to disp)sition of such party’s share of substances
produced hereunder, such consideration shall not be deemed a contribution as contemplated in this

Article VIII.C.

‘D. :Subscqucntly Created Inferest:

Notwithstanding the provisions of Article VIILE. and VIILG,, if any party hereto shall, subgezluent
to’execution of this agreement, create an overriding royalty, production payment, or net proceedé_‘ inter-
est, which such interests are hereinafter referred to as “subsequently created interest”, such subsequently
created interest shali be specifically made subject to all of the terms and provisions of this agreement, as
follows: ) . . ' _ B e

1. If non-consent operations are conducted pursuant to any pro\-ision of this agreement, and the
party conducling such operations becomes cntitled:fo receive the production attributab]g’tb 't})é;?iﬁfcren
out of which the subsequently created interest is derived, such party shall receive same frge and clear
of such s11bsoq116nt!y' created intevest, The party creating sume shall bear and pay all such subsequently
created interests and shall‘indemnify and hold the other parties hereto frée and harmless from any and
all liability resulting therefrom. o ' T

~11-
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1 2. I the owner of (e interost from which the subsequently created interest ie derived (1) fails'to
2 pay. when due, jta share of expenses chargeable hereunder, or (2) eleets to azbandon o well under pro-
3 wvisions of Article VIE. hereof, or (3) eleets 1o stirender a lease under provisions of Article VIILA,
] hereof, the subscguently ereated interest shall be chargeable with the pro rata portion of all expenses
hereunder in the siane manner as if such interest were a working interest, For purposes of collecting
G such chargeable expenses, the party or parties who reccive assignments as a result of (2) or (3} above
n shall have the right to enforee all provisions of Article VILB, hereof against such subsequentiy created

8 interesy,

9

10 E. Muaintenance of Uniform Interest:

11 B

12 For the purpose of maintaining uniformity of ownership in the oil and gas leaschold inferesis
13 covered by this agreement, and rolwithstanding any other provisions to the conirary, no party shall
34 <01l encumber, transfer or malic oiher disposition of s interest in the leases embraced within the Con-
15 tract Area and in wells, cquipment and production unless such disposition covers etther:

16 v

17 1. the entire interest of the party in all leases and cguipment and production; or

18 :

19 2, an equal undijvided interest in all leases and eguipment and production in the Contracl Area.
20 -

21 Every such sale. encumbrance. transfer or other disposition made by any party shall be made ex-
22 pressly subject to this agreement, and shall be made without prejudice to the right of the other parties.
23

24 If, at any time the inferest of any party is divided among and owned by four or meore co-owners,

25 Operator, at its discretion, may require such co-owners to appoint a single trustee or agent with full
26 authorily to receive notices, approve expenditures, receive billings for and approve and pay such party’s
27 shar:- . the joint expenses, and to deal generally with, and with power to bind, the co-owners of such
28 par! lerests within the scope of the operations embraced in this agreement; however, all such
29 co-ov i s shall have the right to enter into and execute all contracts or agreements for the disposition
30 of their respective shares of the oil and gas produced from the Contract Area and thev shall have the
a1 right to receive, separately, payment of the sale proceeds hereof.

32

33 F. Waiver of Right to Partition:

34 ,

35 If permitted by the laws of the state oy states in which the property covered hercby is located. each

36 party hereto owning an undivided interest in the Contract” Area waives any and all rights it may have
37 to partition and have set aside {o it in severalty its undivided interest therein.

38

39 Gr—Preferential Righi-to-Nurchase:

40

41 ~Should-any-parrdesice -te-sell-all or any_parl-of-itsinteresten a3t d

42 m in' the Coniract Area, it shall promptly give written notice to the other parties, with full infor-
43 mation conceriiing ifs proposed sale, which shall include the name and address of the prospective pur-
44 chaser {who must be reid:v*il!in\gﬂand able to purchase), the purchase price, and all other terms of
45 the offer. The other parties shal have an optional prior right. for a period of ten (10} days after
46 receipt of the notice, to purchase on the sam ms and conditions the interest which the other party
47 proposes to sell; and, if this optional right is exerci? the purchasing partfies shall share the pur-
48 chased interest in the proportions that the interest of each bears-iq_the tolal interest or all purchasing
49 parties. However, there shall be no preferential right to purchase in thosé cases\\vhere any party wishes
50 to mortgage its interests, or {o dispose of its inferests by merger, reorganization, Consolidation, or sale
51 of all or substantially all of its assels {o a subsidiary or parent company or to a subsidM

52  company—or{o-any-company—in-which-say-erepariy-ewns-a majorily-ef-the-stock—m—m——— -

53 _
54 ARTICLE 1X.

55 INTERNAL REVENUE CODE ELECTION _
56 ‘

57 This agreement is not intended to create, and shall not be construed lo create, a relationship of part-

58 nership or an association for profit between:or among the parties heretdo. Notwithstanding any pro-
59 visions herein that the rights and liabilitics hereunder are several and not joint or collective, or that this
60 agreement and operations hereunder shall not constitute a partnership, if, for Federal income tax pur-
61 - poses, this agreement and the operations hercunder are regarded as a partnership, each party  hereby
62  affécted clects to be excluded from the application of all of the provisions of Subchapier “K”, Chapter
63 1; Subtitle “A”, of the Internal Revenue Code of 1954, as permitted and authorized by Section’ ‘7‘81 of
64 the Code and the regulations promulgated thereunder. Operator is authorized and directed to execute on
65 bchalf of each party hereby affected such cvidence of this cleetion as may be required by the Secretary
66 of the Treasury of the United States or the Federal:Internal Revenue Service; including specifically, but
67 not by way of limilation, all of the returns, statements. and the data réquired by Federal Rl-g\ixa-
68 tions 1.761. Should there be any requirement that each party hereby affected give further evidence of
69- this election, each, such party shall exccute such documents and {urnish such other evidence as may e
7o required by the Federal Internal Revenue Service or as may be necessary to evidence this election. No
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1 such party shall give any notices or take any other actien inconsisient with the election made hereby.
2 If any present or {future income 1ax laws of the state or stotes in which the Coniract Area is loczted or
3 anyv future incomie ‘ax laws of the United Stater contain provisions similar to thore in Subehuapter K",
4 Chapter 1, Subtitle A", of the Internal Hevenue Code of 1853, under which zn ¢lection similar {o that
5 provided by Section 761 of the Code is permitted, cach party herchy affected shall make such eicelion as
6 may be permitted or reguired by such laws, In making the foregoing clection, cach such porty states that
T the income derived by such party from Operations hercunder can be adeguately determined without the

8 computation of partnership taxable income,

9

10 - ARTICLE X,

11 ' CLAIMS AND LAWSUITS

12 ]

13 Operator may setdde any “i-"Iu damage claim or suit arizing from operations hercunder i the ex-
14 penditure does not excced o _.Ten. Thousand~ ~ < = = = ~_ - = . e e Dollars
15 ($.10,000.00. ) and n' {ne pa\ment is in complete <<!!]ement of <uch c]mm or suit. If the amount

16 reguired for seltlement exceeds the above amount, the parties hereto shall assume and take over the
17 further handling of the claim or suit, unless such authority is delegated to Operator. All costs and ex-
18  pense of handling, =settling. or otherwise discharging such claim or suit shall be at the joinl expense
19 of the parties. If a claim is made against anv party or if any party is sued on account of any matler
20 arising from operations hereunder over which such individual has no control because of the rights given
21  Operator by this agreement, the party shall immediately notify Operator. and the claim or suit shall
22 be ireated as any other claim or suit involving cperations hereunder.

23

24 ARTICLE X1

25 FORCE MAJEURE

26

27 If any party is rendered unable, wholly or in part, by feorce majeure to carry out its obhgations

28 under this agreement, other than the obligation to make money pavments, that party shall give to all
29  other parties prompt written notice of the force majeure with reasonably full particulars concerning it;
30 thereupon, the obligations of the pariy giving the notice, so far as they are affected by the force majeure,
31  shall be suspended during, bt no longer than, the continuance of the force majeure. The affected party
32  shall use all reasonable diligenice to remaove the force majeure situation as quickly as practicable.

34 The requirement that any force majeure shall be remedied with all reasonable dispatch shall not
33  require the settlement of strikes, lockouts, or other labor difficuié_v by the party involved, contrary to its
36 wishes: how all such difficulties shail be handled shall be entirely within i{he discretion of the party
37 concerned. i |
38 ’ ’ : |
39 The term “‘force majeure”, as here emploved., shall mean an act of God, sirike, lockout, or other
40  indastrial disturbance, act of the public enemy, war, blockade, public riot, lightning, fire, storm, flood.
41 explosion, governmental action, governmental delay. resiraint or inaction, unavailability of equipment,
42  and any other cause, whelher of the kind specifically enumerated above or otherwise, which is not
43 reasonably within the conirol of the pariy claiming suspension.

44

45 ] ARTICLE XII

46 ' NOTICES

47 )

48 All notices authorized or required between the parties, and required by any of the provisions of

49  this agreement, unless otheriwise specifically provided, shall be given in writing by United States maii
50 or Western Union telegram, posiage or charges prepaid, or by teletype, and addressed to the party to
51 ' whom the notice is given at the addresses listed on Exhibit “A”. The originating notice given under any
52  provision hereof shall be deemed given only when received by the party to whom such notize is directed,
53 and the time for such party to give any notice in response therelo shall run from the date the originat-
54 ing notice is received. The second or any responsive notice shall be deemed given when deposited in
55 the United Siétes mail or with the Western Union Telegraph Company, with postage or charges prepaid,

N 56 cor when sent by teletype. Each party shall have the right to:change its address ‘at any time, and from
: 57 time to time, by giving written notice hereof to all other parties. .

58 .

59 : ARTICLE XIM. -

60 . - TERM OF AGREEMENT o

61 P :

62 This sgreement shail remain in full force and effect as o the oil and gas leases and or oil and gas in-

63 terests subjecied hereto for the period of time selected below: provided, however, no party hereto shall
64 ever be construed as having any right, title or interest in or to any lease, or oil and gas mterest con-
63 tributed by any other party beyond the term of this agreement :

67 [ Onption No. 1: So long as any of the oil and gas leases subject to this-agreement remain or are.con-

68 tinued in force as to any part of the Coniract Area. whether by production, extension, renewal or other-
63 wise, and,or so Tong as ¢il und/or gas production continues from any lease or oil and gas interest.

-13 -
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[#% Option No. 2: In the event the well described in Article VEA., or any subrequent well diilled
under any provision of this agreement, resulls in production of oil and or pas in paving guantitics, thys
apreement shall continue in force =0 long as any such well or wells produce. vr are capable of produc-
tiorn, and for an additional period of . on. _davs from cessation of all production: provided. however,
if, prior 1o the expiration of such zdditional period, one or more of the parties hereto are engaged in
drilling or reworking a well or wells hercunder, this sgreement shall continue in foree until such op-
crations have been completed and if production yesuits therefyom, this agreement shall continue in
force as provided herein, In the eyent the well deseribed. in Artcle VEA., or any subseqguent well
drilled hereunder, resalis i a dry hole, and ro ether well is producing, or capable of producing oil
and or gas from the Contract Area, this agrecment shall terminzte unless drilling or reworking opera-
tions are commenced within, 80 _davs fror the date of zbandorment of szid well

It is apreed, however, that the fermination of 1his agreement shall not relieve any party hereto from
any Gubility which haz gecrued or aitached prior 1o the date of such termination.

ARTICLE X1V,
COMPLIANCE WITH LAWS AND REGULATIONS

A.  Laws, Regulations and Orders:

This agreement shall be subject to the canservation Jaws of the state in which the commitied
acreage is located, to the valid rules. regalalions. and orderz of any duly eonstituted regulatory bodyv of
said state: and to zii other applicable federzl, state, and Jocal laws, ordinances.” rules, regulations. and
orders, including all Feceral Egual Ewployment and Onportunity provisions.

B. Governing Law:

The essential validity of this agreement and all matters pertaining thereto, including, but not lim-
ited to. matiters of performance, non-performance, breach, remedies, procedures, rights, duties and in-
terpretation or cornstruction, shall be governed and determined by the law of the staie in which the
Contract Area is located. If the Contract Area is in 1wo or more states, the law of the stale where most
of the land in the Contract Arel is located shall govern.

ARTICLE XV.
OTHER PROVISIONS

A. Interpretations Of Reoulations of Governmental Reoulatory Agencies:

Non-Cperators agree to indemnify and hold Operator harmless from any and
all lcsses, damages, inijuries, claims and causes of action arising out of, in-
¢ident to or resulting directly or indirectly from Operator's interpretation
or application of rules, rulings, regulations or orders of the Department of
Ené:gy or predecessor agencies(cr other governmental regulatory agencies) to
the extent Operator's intexpretaticn or application of such rules, rulings,
regulations or orders were made in good faith. Non-Operators further agree to
reimburse QOperator for their proworticnate share of any amounts Operator may
be reguired to refund, rébate or pay as a result of an incorrect interpretation
or application of the above noted rules, rulings, recgulations or orders,
together r+ith the Non-Operators' proportionate part of interest and penalties
owing by Operator as a result of such inccrrect interpretation or application
of such rules, rulings, regulations or crders.

- 14 -
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SBEARTLDR2BLEVLEXVLLLE LS

ARTICLE XVI.
MISCELLANEOUS

This agrevment shall be Linding upon and chail inure (0 the berefit of the partics herets and to their

respretive heirs, deyisees, fegal representetives, ssoceraors and wesigns,

This instrument may be excouied in any number of COUNIOTLHris, each of which shall be considered
R B ks
an Oliginﬁ! {for all purposes.

IN WITNESS WHEREGF, thic agrecment shall be effectiveazs ol davelf
19

OPERATOR

Jradarko Production Company

By:
“ichael R. Goode, Divisicn Landian

NON-CPERATORS
Crnaxelin Petroleun Company

Attest: - B BY S

Amoco Production Company

Attest: o B

¥Ysteg Petrcleum Corporaticn

Attest: By:

Ystes Drilling Coxpany

Attest: By:

¥yco Indastries, Inc.

Attest: By:
b0 Petroieum Corporation

[

"

Attest: s By

Tracy Clark oo

8ok Boline ; Mary L. Boling
Max W. Coll IIX Sames . Coll

By: o

Jon F. Coll ' Charles H. Cbll

By: - . By:

Sally A. Ellis
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Notary Fublic

Yoy Comeniesion Exnices:

STRIE OF ) j
COURTY OF )

The foregoing Instrusent wag acknowledged before rme this say
of , 1982 by . o 23

on pBenalf of Cparplin Felroieun ('o:wdn a
o1 poratlon.

Notary Public

Yy Cormission Expires

STATE OF }

COURTY OF ).

The foregoing Instrurent was acknorsiedued before me this day

of . 1222 by As_
on  behalf of Iroco Production Corgeany, a )
Corporation.

¥y Commission Expires:

STATE OF ‘ )
COUNTY OF )
The foregoing Instriment was acknowledoced hefore me this ' day
of . 129282 by ‘ as
cn behalf of Yates Petroleum Corporation, a
Corporation.
Lotary Fublic
STATE OF : 3 '

COUNTY OF )

'me foregoing Instrurent was ack’aowledged before me this " day

of ’, 1982 by 3s

Corp@rataon.

: behalf of 'k’atcs Drilling Company, a

Ma:y Public

¥y Commission Expires:

.




STREE

TEARS

1
COUNTY Gy M1 L )

The foreqgoinsg instrument was acknowledged before e this __day of
£y ty S ag Lagent for hradarko
, i

Froduction Company, a Lol

Notary Public

My Cormicsion Fapires:

STRTE OF )

COURTY OF )

The foregoing Instrurent was acknowledqged before me this day
Of Y 4 198) ' / e, as o e et et
T T e i e r)n }1(3{)31 fof C ndl'Dl in Poetrolsium COfupan_/, a
Corporatlon. —

hotary Publlc

¥y Cormission Expires:

STATE OF - )

COUNTY OF

S~

» The forcgo ing Instruﬁﬂnt was acknowledged before me t‘isyv _____day
of . 1982 by as_
. __on Dhehalf of Amoco Production Company, a

Coxporation,

liotary sublic

STKTE OP )

CGUNTY OF ’ )

The foregoing Instrurent was acknowledged before me this day

of , 1982 by as
on bchalf of Yates Petroleum Corporation, a __
Coyporation.

tiotary Public

STATE OF )

5 A im0

COUNTY OF )

=

The foregoing Instrurent-was acknowledged before me this ' day
of , 1982 by as ~
) on benalf of Yates Dr1111ng Company, a . .
orporatlon.

Liotary Public

My Commission Expires:




staty o )

covkry o _w_)
The foregoing Tnstrument vas acknowledeed before me this day
of , 1982 by as

on behalf of Myco Industries, Inc., a

Corporation.

NotaryJPublic

¥y Commission Expires:

STATE OF __

COUNTY OF .--A.....,..-_.)

The foregoing Instrument was acknowledged before me this o day
of i - , 1982 by as _
on behalf of Abo Petroleum Corporation, a Corporation,

Notary Public
My Commission Expires:
STATE OF )
COUNTY OF )

The foregoing Instrument was acknowledged before me this. _day
of i , 1982 by Tracy Clark.-

Notarxry Public
My Commission Expires:
STATE OF )
COUNTY . OF ).

The foregoing Instrument was acknowledged before me this : day

of . 1982 by Bob Boling.
Notary Public
My Commission Expires: i
STATE OF )
COUNTY OF ‘ )
The foregoing Instrument was acknowledged before me this

of , 1982 by Mary L. Boling.

day

Notary Public

My Commission Expires:

:
;
3
b



STATE OF ) -

COUNTY OF ) ' : :
The foregoing Instrument was acknowledged before me thisn___v____m___day
of 41982 Ly Charles H. Coll.

Notary Public

My Commission Expires:

STATE OF __ )

COUNTY OF _

The foregoing Instrument was acknowledged before me this day
of , 1982 by Charles H. Coll as
for Mast ¥. Coll II, James N. Coll and Jon F. Coll.

I’\“otary Public

My Commission Expires:

STATE OF )
COUNTY OF ).

The foregoing Instrument was acknowledged before me this day
of , 1982 by Sally A. Ellis,.

Notary Public

My Commission Expires:




Exhibit

”AI‘

Attached to and made a part of Operating Agreement dated Februarvy 15, 1982,

CONTRACT AREA:

The Contract hrea subject to this Cperating horeement shall consist of the oil and
gas riaghts from the surface of the earth down to the base of the geological forma-
tion known as the "Mcrrow" formaticn in and under the following described land in

Eddy County, New Mexico:

Township 19 South, Range 25 Fast,

Section 1: Lots 1 and 2,

S/2 NE/4, SE/4 containing 319.80 acres, more or less.

The leases contributed to the Contract Area by the parties hereto are listed on
Exhibit "A-1" attached hereto and made a part hereof, each party hereto contributing
to the Contract Area the lcases described in said Exhibit A-1 under said party's name,

insofar {and only insofar) as

zald leases cover the Contract Area.

This Operating

hgrecment covers all interests owned by the parties in the Contract Area, whether

said interests are unleased mineral interests or leasehold interests,

interests which may be acguired during the

incluvding such
term of this Operating Agreement.

NAME, ADDRESSES and INTERESTS OF THE PARTIES:

The name, address and interests in the Contract Area of each party to

is set out hereinbelow:

Anadarko Production Company
P. O. Box 2497
Midland, TX 79702

Champlin Petroleum Company
300 Wilco Building
Midland, TX 79701

Yates Petroleum Corporation
Yates Drilling ‘Company e
¥Myco Industries, Inc.

Abo Petroleum Corporation
Yates Building

207 South 4th

Artesia, NM 88210

Tracy Clark
Rt. 1, Box 107 P
Midland, TX 79701

Mary Boling
509 S. 15th
Artesia, NM 88210

INTERESTS of PARTIES to AGREEMENT:

Acreage
Anadarko Production Company 182.009
Champlin Petroleum Company 40.000
Amoco Production Company 20.000
Yates Petroleum Corporation 6.750
Yates Drilling Company 6.750
Myco Industries, Inc. 6.750
Abo Petroleum Corporation 6.750
Tracy ‘Clark 3.000
Max W. Coll, II ) 2.500
James N. Coll 2.500
Jon E. Coll 2.500
Charles H. Coll 2.500
Bob Boling i - .500
Mary Boling .500°
Sally -A. Ellis 2125
Interest not committed
' 36,666

_to this agreement - _
' 319.800

this acreeirent

Amoco Production Company
P. 0. Box 3092
Houston, TX 77001

‘Charies H. Coll "

Max W. Coll II
James N. Ccil

Jon F. Coll

P. O. Box 1818
Roswell, NM 88201

Bob Roling
202 American Home
Artesia, NM 88210

Building

Sally A. Ellis
771 Crescent Drive
Bouldexr, CO 80303

e

Percentage of Contract
Area

56.913383%
12.507817
6.253909
2.110694
2.110694
2.110694
2.110694
.938086
.781739

. 781739
.781739
.781739
.156348
.156348
.039087

11.465291
100.000000%




“LEASE SCHEDULE

EXHIBIT "A-1" PAGE 1 of 4 pages

COUNTY OF

STATE OF New Mexico Amamw
LEASE N9, LESSCR LESSEE DATE DESCRIPTION RECORDED
47-30-015- Township 19 South, Range 25 East  BOOK PAGE
Leases nowmnwvsnmmkmw Anadarko Production Company:
i .
0138-01 W R. E. Glass, et ux Anadarko Production Co. 2~01=77 Section 1: Lot 1 143 308
0138-C4 _m Clarence E. Hinkle, et wx! Anadarko Production Co. 12-08-77 Section l: Lot 1 153 711
0135-05 WH. J. Marshall, et ux Anadarko Production Co. .12-08~-77 Section 1: Lot 1 153 713
0138-06 _n A. (Bar) Land & Cattle | ,,
i Co. Anadarko Production Co. 12-08-77 Section 1: Lot 1 N 153 125
0138-07 | First National Bank of | a ,.
! Roswell, Trustee of A
! R. R. Hinkle Trust Anadarko Production Co. 12-08-77 Section 1: Lot 1 153 127
0l3s-C8 waummnnn W. Childress,
j et al Anadarko Production Co. v 12-08-77 Section 1: Lot 1 154 m&o
0138-09 wzwnmwwww & Winston, Inc. Anadarko Production Co. -07-15-81 Section 1: Lot 1 & W/2 SE/4 202 HHHm
0181-01 | Thelma Mae Schafer Anadarke Production Co. 02-15-80 Section 1: Lot 1 182 459
0181-02 Woonwmwwm M. Kincaid Anadarko Production Co. 02-12-80 Section 1: Lot 1 182 455
0181-02 Mzﬁmwws Cauhape Daboll m>sw&wnxo Production Co. 02-15-80 Section 1: Lot 1 185 760
0181-04 Wmnwmwwsw Marx Carter, et
oal Anadarko Production Co. 02-15-80 Section l: Lot 1 182 833
0l81-08% Wmsmr M. Kincaid, Trustee | Anadarko Production Co. 02~15-80 Section 1: Lot 1 182 668
0l38-1¢C wmwn:mna Marsnall, Jr. Anadarko Production Co. 05-31-81 Section l: Lot 1 204 80
0138-11 memwxm: Badger Anadarko Production Co. 05-31-81 Section 1: Lot 1 204 82
0138-12 MQOmmwswsm lilditch | Anadarko Production Co. 05-31-81 Section 1: Lot 1 204 84
¢l138-13 WOSms Marshall Anadarko Producticn Co. " 05-31-81 Section 1: Lot 1 204 86
0138-14 _ Roger Westman, et al Anadarko Production Co. 05-31-81 Section 1: Lot 1 204 88
0138-15 wqo<om H. Fahlman Anadarko Production Co. 05~31-81 Section 1: Lot 1 204 90
0138-1¢ wumamm G. Bennett, Jr. et ,
w al Anadarko Production Co. 05-31-81 _mmnwwou l: Lot 1l 204 92
“ ,
i |
i ’




\‘ e e e sad e e
| . EXUHIBIT “A-1" PAGE_ 2 of 4 pages STATE OF___ New Mexico ___ COUNTY OF_ Bddy L
“EASE NO, LESSOR LESSEE | -DATE DESCRIPTION RECORDED
: , .BOOK  PAGE

02125-27 M James G. Bennett, Jr. mwm M “ |

W .al m Anadarke Production Co. M 05-31-81 mmmonwos l1: Lot 1l , 204 24
013g-18 ~ James G. Beanett, Jr. et : _ ,

M al “ Anadarke Production Co. 05-31-81 mmmow»o: l: Lot 1 204 96
G12g-1¢9 w L. Raymond Schexer ewcmnm Anadarko Production Co. - 05-31-81 mmmon»os 1: Lot 1 204 98
0138-20 W The Minneagolis Founda- W . “ M

M tion w Anadarko Production Co. 05-31-81 Wmmanwon l: Lot 1 WNOp Mwoo
0l38-21 W Elizaketh Melone zMsmnosw Anadaxko Production Co. 05=-31-81 wmmohwos l: Lot 1 204 mwom
0l3g-22 ( Eloise W. Carleton, et mh Anadarko Production Co. 05-31-81 mmmonwos 1: Lot 1l | 204: WHOA
el3g-23 ; Margaret Norton w Anadarko Production Co. w 05-31~-81 wmoonwo: l: Lot 1l 204 vpom
0128~24 w Kathryan Knops wmﬁmmmnxo mnomsmnwos Co, | 05-31-81 mmmonwos 1l: hon,p 204 Wwom
C138-25 | J. Laird Marshall . Anadarke Production Co. | 05-31-81 {Section 1: Lot 1 204 wwwo
0138~-28 Donald Newton w Aradarke Production Co. ’ 05-31-81 wmmonpou l: Lot 1l ﬁwo» WPPN
0138-27 . Erle Dickerson | Anadarko Production Co. 05-31-81 {Section 1: Lot 1 204 1114
gl3g-28 M Barbara Henderikson W Aradarko Production Co. 05-31-81 Section 1: Lot 'l MNOb 116
£138-2¢9 M Frederick wheelex M Anadarko Production Co. 05~-31~81 Section 1: Lot 1 _Mwoa _wwm
0138-30 m F. B. Hubachek stwamnxo Production Co. 05-31-8l1 Section 1l: Lot 1 MNOQ wwwn
0138-31 _ Mary Baida | Anadarko Production Co. 05-31-81 Section 1: Lot 1 204 122
0238-32 w H. Cedric Alward wyswmmnxo Production Co. ! 05-21-81 Section 1l: Lot 1 204 124
0138-32 W Murray McRinnor Trust Wysmmmnxo Production Co. | 05-31-81 iSection 1: Lot 1 204 126
0138-34 m Charles A. Kelly mbsmamnxo Production Co. 05-31-81 Section.l: Lot ) 204 128
0138-35 | Quetico Superior Founda- | _

. tion M Anadarko Production Co. 09-02-81 Section 1l: pot 3 205 586
0140-09 'Nora A. Young, et al  Anadarko Production Co. | 08-8-78 Section 1: S$/2 NE/4 & E/2 SE/4 | 164 357
0140-12 MildredGothard, ot vir | Anadarko Production Co. |  07-21-80 Section 1: S/2 NE/4 & E/2 SE/4 | 187 575
0140-12 | 8éna Goodell ' Anadarko Production Co. 07-18-80 Section 1: $/2 NE/4 & E/2 SE/4 | 187 573

: |
0140-13 Wuounm Tanner ww:wmwnxo Production Co. oaLmoan Section 1: S/2 NE/4 & E/2 SE/4 199 238

M { . : ,




EXHIBIT “A-Ll" PAGE

of 4 pages

Lo s SUHLUWLL

STATE OF

New Mexico COUNTY OF Eddy :
LEASE NC. LESSOR LESSEE DATE DESCRIPTION .RECORDED
BOOK  PAGE
: _ T
0140-14 William Hugh Nott | Anadarko Production Co. | 04-16-81 Section 1: §/2 NE/4 & E/2 SE/4 | 199 236
0140-15 W wwnd< Jean Clark w Anadarko Production Co. w 04-16-81 Section 1l: S/2 NE/4 & M\NVMM\a 199 234
0140-16 w Don Bertholf, et al m Anadarko Production Co. w ‘04-16-81 Section Hw S/2 NE/4 & E/2 SE/4 199 574 °
0140-17 . Echo M. mwmmm~ et al W Anadarko Production Co. w 04-16~81 ,mmonwo: l: 5/2 NE/4 s E/2 SE/4 | 204 172
140-18 _ . Jack Hester, Jr, et al w Anadarko Production Co. M 09-28-81 | Section l: S/2 NE/4 & E/2 SE/4 | 205 631
140-19 m Marshall Rowley w Anadarko Production Co. w 10-2-81 Section 1l: §/2 zm\a,m E/2 SE/4 uow 110
014C-20 . Lyda Ruth Avers, et al ; Anadarko Production Co. | 04-16-8§1 Section 1: §/2 NE/4 & E/2 SE/4 Nom 665
0140-21 w Bettie Cook Webd W Anadarko Producticn Co. w 12-18-81 Section 1: S/2 NE/4 & E/2 SE/4 207" qvu
0140-22 . Estelle C. Shelburne m Anadarko Production Co. m 12-18-81 Section 1: S/2 NE/4 & L/2 SE/4 |207 751
0140-23 Margaret Mulligan M Anadarko Production Co. W ' 12-18-81 Section 1: m\m,zm\a & E/2 SE/4 | 207 912
0140-24 . James R. Jackson, et al w Anadarko Production Co. W 12-18~81 Section 1: $/2 NE/4 & E/2 SE/4
0140-25 w T. C. Hester, Jr., et al w Anadarko Production Co. W 12~18-81 Section 1: §/2 NE/4 & E/2 SE/4 | 207 799
0140-26 | Steve H. Dean | Anadarke Production Co. |  12-18-81 \Section 1: $/2 NE/4 & %/2 SE/4 | 207 749
0178-01 w Ballard Spencer Trust W Anadarke Production Co. M 01-22-80 Section 1: Lot 2 182 5
017¢-02 w Wyatt A. lartman M Anadarko Production Co. w 02-11-80 Section 1: Lot 2 183 46
Q178-03 M The Parrish Family emﬁmnm Anadarko Production Co. w 02-11-80 Section 1: Lot 2 183 450
0178-04 i Glea Shepaxd M Anadarko Production Co. “ 07-16-80 Section 1: Lot 2 187 571
0178-05 W Francis M. Mohr, et al w Anadaxrxo Production Co. 07-16-80 mmnnwms 1: Lot 2 187 860
0178-06 ! letha J, Hartman W Anadarko Production Co. 07-21-8C Section l: Lot 2 187 862
Leases Contributed UW Champlin Petroleum noSbmm<”
W Bonnie H., Morrison W Champlin Petroleum oof 12-15-78 Section 1: W/2 SE/4 174 235
Pearl Geraldine Hardy m Champlin Petroleum Co. 01-19-79 Section 1: W/2 SE/4 174 311
/ Hargaret A. Ryks, ct al w Champlin Petroleum Co. 01-19-79 Section 1: W/2 SE/4 174 320
M Lec ¥. Burkholder Champlin mmmHoncS Co. 01=19-79 Section 1: ,S\N SE/4 174 307
© J. Raymond Burkhclder Champlin Petroleum Co. 01~-29-79 Section l: W/2 SE/4 174 329




EXA

XHIBIT “"A-1" PAGE
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Unleased Mineral Intervest

4 of 4 pages STATE OF.. . New Mexico COUNTY OF Eddy :
LEASE NO. LESSOR LESSEE ‘ DATE DESCRIPTION RECORDED
. -~ BOOK PAGE
i o
; Mary A. Hook, et al i Champlin Petrxoleum Co. 01~19-79 Section : ‘W/2 SE/4 174 315
“‘wbmmmmos Cixcle 2 thru qw “ , :
! Trusts | Champlin Petroleum Co. | 12~27-78 Section 1: W/2 S2/4 174 271
i ‘
Leases Contributed by Amoco Production Company : m
“ i _ : _ u
i Zlyse S. Patterson, et al Amoco Production Co. “ 02-05-80 %mmnnwos l: W/2 sE/4 183 1047 .
,” | |
Leases Contributed by Yates Petroleum Corporation; Yates Drilling ooawmswn Myco Industiries, Inci; and Abo Petroleum Coxporation:
w | _ ‘
| John W. Gates, et ux ” Yates Petroleum oouw.uw\am 01-31~77 Section 1: S§/2 NE/4 & E/2 SE/4 | 142 684 \
m | Yates Drilling Co. -1/4
L | Myco Industries,Inc. -1/4|
' ¢ Abo Petroleum Coxp. |H\J
1

Contributed by Char

es H. Coll, Max W. Coll, I

w. James N. “Coll, and J

Mvs F. Coll:
i

N

,

i
W * |Section 1l: W/2 SE/4
| |
Unizased Mineral Interxest Contributed by enmn& Clark: ] |
T i .
W _mmoawos l: E/2 SE/4 & S/2 NE/4
M | | |
Cnleased Mineral Interest Contributed by Bob Boling: ;
' 1 1
: ! |Section 1: E/2 SE/4 & S/2 NE/4 R
. ! i ) . .
Unleased Mineral Interest Contributed by xmnwwonwsm"
i . i f
! i :
: ] Section 1: E/2 SE/4 & S/2 NE/4
i i
|
Cnleased Mineral Interest Contributed by Sally A. Ellis:
] ” : ‘ 4
u m Section 1: Lot 1 .
m m




Exhibit "B"

Attached to and made a part of Operating Agreement dated February 15, 1982
by and between Anadarke Production Coripany, as Operator and Champlin Petroleum
Company, ct al, as Non-Operators.

UNLEASED 011, AND GAS INTERESTS

If it develops that any interest cwned and contributed by a party hereto is an
unlcased interest in the oil &nd gas rights, then such unlecased interest shall be
treated for all purposces of this agrecment as if it were a term {for the term of this
Operating Agreement) oil and gas lease covering such unleased interest on a form pro-
viding for a three-sixteenths (3/16ths) royalty and containing the usual and cistomary
"lesser interest clause”. This agrecment shall in no way affect the rignt of the owner
of any such unleased interest to receive an amount or share of production equivalent to
the royalty which would be pavable if such unleased interest were subject to an oil and
cas lease as provided in the preceding sentence. Where any provision of this agreement
shall operate to reguire an assignment from any party contributing an unleased mineral
interest, such provision shall bhe construed (insofar as such unleased mineral interest
is concerned) as requiring instead the execution and delivery by such party of an oil
and gas lease, for a primary texm of one vear from the date of its delivery and so long
thereafter or as o0il or gas is produced, which lease shall reserve unto the Lessor a
3/16ths royalty and contain the usual "lesser interest clause”,

-
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EXHIBIT o

Altached to and nude a part of OPerating Agrcement dated
Fepbruary. 15, 1982, between Anadarko Production Company, as
Operator, and Champlin Petroleum Campanv, et al, aa .
Ronp-Qprexators. . ... ... . . L. B e e

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS

Definilions
“Joint Property” shall meon the real and persornal property subject to the agrecinent to which this Accounting
Procedure is aitached.

“Joint Operations” shall mean all operations pocessary or proper for the development, operation, protection and

maintenance of the Joint Property.

“Joint Account” shall mean the account showing the charges paid and credits received in the conduct of the Joint
Operations and which are to be shared by the PParties,

“QOperator’” sha!l mean the party designated to conduct the Joint Operations.

“Non-Operators” shall mean the parties to this agrcement other than the Operator.

“Parties” shall mean Operator and Non-Operators.

“First Level Supervisors” shall mean those employees whose primary function in Joint Operations is the direct
supervision of other employees and/or contract labor directly employed on the Joint Property in a ficld operat-
ing capacity.

“Technical Employees” shall mean those employees having special and specific engineering,. geological or otheér
professional skills, and whose primary function in Joint Operations is the handling of specific operating condi-
tions and problems for the benefit of the Joint Property.

“Personal Expenses” shall mean travel and other reasonable reimbursable expenses of Operator’s employees,

“Material” shall mean personal prdperty, equipment or supplies acquired or held for use on the Joint Property.

“Controllable Material” shall mean Material which at the time is so classified in the Materia! Classification Manual
as most recently recommended by the Council of Petroleurn Accountants Sccieties of North America.

Statement and Billings

Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of the
Joint Account for the preceding month. Such bills will be accompanied by statements which identify the author-
ity for expenditure, lease or facility, and sll charges and credits, suminarized by appropriate classificaiions of in-
vestment and expense except that items of Controllable Material and unusual charges and credits shali be sep-

aralely iderntified and fully described in detail.

Advanrés and Payments by Non- Operators

Unless otherw:se provided for in the agreement, the Operator may require the Non- Operalors to advance their
share of estimated cash outlay for the succeeding month's operation. Operator shall adjust each ronthly billing
to reflect advances received from the Non-Operators.

Each Non-Operator shall’ pay its proportion of all bills within fifteen (15) days after receipt. If payment is not
made within such time, the unpaid balance shall bear interest monthly at the rale of (welve percent. (129%) per
annum or the maximum contract rate permitted by the appllcable usury laws in the stale in which the Joint
Property is located, whichever is the lesser, plus attorney's fees, court costs, and other costs in connection with

the collection of unpaid amounts,

Adjustments

Payment of any such bills sha]l not prejudice the right of any Non-Operator to protest or question the cor ect-
ness thereof; provided, however, zll bills and statements rendered to Non-Operators by Opcrator during any
caltendar year shall conclusively be presumed to be true and cor réct after twenty-four (24) : .onths following

. the end of any such calendar year, unless within the said twenty-four (24) month period a Non -Operator takes

written exception thereto and makes claim on Operalor for adjustment. No adjustment favorable to Operator shall
be made unless it is made within the ssine prescribed period. The provisions of this paragraph shall not prevent
adjustgits vesulling from a physical linwentory of Controllable Materiail as provided for in Scciion V.

Audits

A. Non-Operator, upsn nolice in writing to Operiator and all otier Non-Operators, shall have the right to audit Ope-

rator's accounts und records relating to the Joint Account for any calendar year wilhin the twenly-four {(24) month

period following the end ¢f such calendar year; provided; however, the making of an audit shall not extend the

time for the taking of writlen exception to and the udjustmeénts of accounts #s provided for in Paragraph 4 of this
stion L. Where there are two or more Non-Opeiators, -the-Non- Opera(ms shall muke cvery reasonable effort to

conduct joint or simullanecus audits in a manner which will result in a minimum of inconvenience to the Opera-~

tor. Operator shall bear no portion of the Non-Operators’ audit cost incurred under this paragraph unless agreed

to by the Opecrator.

Approval by No~n-0peralors

Where an approvul or other agieement of the Pasties or No:1~0pcxa'oz.~. is cxplosaly ;equlred under other see-

tions of this Accountmg Procedire and if the agreement to which this Accounting Procedure is atfached containg

no contrary provisions in regard therelo, Operator shall notify all Non-Operators of the Opuratur's s-proposal, and
the ugreement or approval of a majority in interest of the Non-Operators shall be controlling on'all Non- Op..-m-

lors
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1L DiRECT CHARGES

Opervator shall eipnge the Joint Account with the following: items: X

1.

2.

3.

4.

Rentals and Royalties

Lease ventals and rovalties paid by Operator for the Joint Operations,

Labug ‘

Ao (1) Selaties and wates of Operistor’s ficld employves direetly emploved on the Joint Pmpmly in thr* conduct

of Joint Operations, .

(2) Salaries of Pirst Level Supervisors in the field.

(3) Salaries and wages of Technicid Employees dncctly vmployed on the Joint Property if such charges are
excluded from the Overhead rates.

B. Operator's cost of hohiday, vacation, sickness and disabilily benefits and other custornary allowances paid to
employces whose suluptes and wages are chargeatle 16 the Join! Account under Paragraph 2A of this Section
H. Such costs under this Pavapraph 28 may be charged on a “when and as paid busis™ ar by “percentage as-
sessment” on the amount of saloties and wages chargeable to the Joint Account under Paragraph 24 of this
Section Il If percentage asscssment is used, the rate shall Le based on the Operator's cost expericnce.

C. BExpenditures or contributions made pursuant to assessments imposed by governmental authority which are
applicable to Operator's costs chargeable to the Joint Account under Paragraphs 2A and 2B of this Sce-
tion 11.

D. Personal Expenses of those employees whose salavies and wages are chargeable to the Joint Account under
Paragraph 2A of this Section 1L

Employee Benefits

Operator's current costs of cstublished plans for employees’ group life insurance, hospitalization, pension, re-
tirement, stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operalor’s labor
cost chargeable 1o the Joint Account under Paragraphs 2A and 2B of this Section II shall te Operator’s actual
cost not 10 exceed 4weptv-—pereent—{205 . twenty-six percent (26%) or the percent most recently
i{zcigmnlended by the Council of Petroleum Accountants Societies of Morth America.
ateria

Material purchased or furpished by Operator for use on the Joint Property as provided under Section IV. Only
such Material shall be purchased for or transferred to the Joint Property as may be required for immediate use
and is reasonably practical and consistent with efficient and economical operations. The accimulation of sur-

plus stocks shall be avoided.

5. Transportation

6.

Transportation of employees and Maierial necessary for the Joint Operations but subject to the following limita-

tions:
A. If Material is moved 1o the Joint Properiy from the Operalor's warechouse or other properties, no charge shall
he made to the Joint Account for o distance greater than the distance from the nearest re]iahle mpply store,

~1
or rn“ o ‘rrnrn\ .ng pn-nﬁ o kn"-. \»l_“_ _"uw“u‘ ..: uuunﬂu_y avauau‘c uulL:-.s dsl t:t:u

recognized barge terminal, oy
to by the Parties,

. If surplus Material is moved to Operator’s warehouse or other storage point, no charge shall be made to the
Joint Account for a distance greater than the distance to the nearest reliable supply store recognized barge
terminal, or railway recciving point unless agreed to by the Parties. No charge shall by | .de to the Joint Ac~

. count for moving Material to other properties belonging to Operator, unless agreed to by the Parlies.

C. In the application of Subparagraphs A and B above, there shall be no equalization of actual gross trucking cost
of $200 or less excluding accessorial charges. .

Services

The cost of contract services, equipmont and utilities provided by outside sources, except services excluded by
Paragraph 9 of Section II and Paragraph 1. ii of Section JII. The cost of profesmonal consultant services and con-
tract services of technical personnel dircetly engoged on the Joint Property if such charges are excluded {rom the
Overhead rates. The cost of p:- ‘c.sional consultant services or ocntract services of technical personnel not di-~
rectly engaged on the Joint Property shall not be charged to the Joint Account unless previously agreed to by

the Parties.

7. Equipment and Facilities Furnished by Opcrafor

8.

9. chal Expense

A. Opcrator shall charge the Joint Account for use of Operator owned equipmént and facilities at rates com-
mensurate with costs of ownership und operation. Such rates shall include costs of maintenance, repairs, other
operaling expense, insirunce, taxes, depreciation, and interest on investment not to exceed eight per cent (8%)
per -annpum, Such rates shall not e\cecd average commercial rates currently prevailing in the immedxate area

of the Joint Property. }
In lieu of charges in Paragruph 7A above, ‘Operalor may elect o use average commerc:a] rates prevailing in
the immediate area of the 'Joint Property less 2095, For automolive equipment, Operator may elect to use rates

published by the Petroleum Motor Transport Assouahon

D>amages and Losses to Joint Property

-All costs or expenses necessary for the rvepair or replucement of Joiul Property made necessary because of dom-
ages or losses incurred by fire, floed, storm, theil, uccident, ‘or other cause, ‘except those resulling from Operator’s
gross negligence or willful misconduct. Opcrator shail rurmah Non- Opelalor written notice of damages or lusses
mcuxred as soon as practicable afler a report thereof has been received by Operator,

-

Expense of handling, investigating and scttling litigation or clz rims, digcharging of liens,’ pa_yment of Judgments
and amounts paid for scttlement of clajms ingurred in or resulting from operaticns under the agreement or
necessary “to protect or recover the Joint Properly, except that no charvge for services of Operator's legal staff
“ar fees or expense of outside attorneys shall be made unless previously agreed to by the Parties. All other legal
expense is considered (o be covered by the overhead provisions of Section III unless otherwise agreed to by the

Parhes except as provided in Scction 1, l’.nmg,:.sph 3.
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11.

12.

!

Taxes

Al taxes of every kind and pature assessed or levied upoun ot in connection with the Joint Property, the opera-
tion thereof, or the produrtion thevefrom, and which taxes have been paid by the Operatoy for the benefit of the
Parties.

Insurance

Net premiums paid for insacanee required 19 be L.nncd for the Ioml Operations for thie protection of the Par-
ties. Jn the evenl Joint Operations are conducted in a state’in which Operator may act as self-insurer for Work-

men’s Compensation and/or Employers Liability under the vespective state’s faws, Operator may, at its election,
include the risk under its self-insurance program and in that event, Opcerator shall include a4 charge at Opemtor's

cost not to exceed manual rates.

Other Expenditures
Any other cxpenditure not covered or dealt with in the foregoing provisions of this Section I, or in Section 111,
and which is mcuxr(d by the Operator in the necessary and proper conducet of the Joint Operations.

111. OVERHEAD

Overhead - Drilling and Producing Operations
i. As compensation for administrative, supervision, office services and warehcusing costs, Operator shall charge
drilling and producing operations on ecither:
{ x ) Fixed Rate Basis, Paragraph 1A, or
( ) Percentage Basis, Paragraph 1B.
Unless otherwise agreed to by the Parties, such charge shall be in leu of costs and expenses of all offices
and salaries or wages plus applicable burdens and expenses of all personnel, excep! those directly chargeable
under Paragraph 2A, Section IL. The cost and expense of services from outside sources in connection with
matters of taxation, traffic, accounting or matters before or involving governmental agencies shall Le considered
as included in the Overhead rates provided for in the above selected Paragraph of this Section IIT unless such
cost and expense are agreed to by the Parties as a direct charge to the Joint Account.
ii. The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant.
services and contract services of technical personnel directly employed on the Joint Property shall (X } shall

not ( ) be covered by the Overhead rates.

A. Overhead - Fixed Rate Basis
(1) Operator shall charge the Jomt Account at' the followmg rates per well per month:

Drilling Well Rate $__ 2850.00 — -
Producing Well Rate $_372.00 —

(2) Application of Overhead - Fixed Rate Basis shall be as follows:

(a) Drilling Well Rate
[1] Charges for onshore drilling wells shall begin on the date the well is spudded and terminate on
the date the drilling or completion rig is released, whichever is later, except that no charge snall
_be made during suspension of drilling operations for fifteen (15) or more conseculive days.

[2] Charges for offshore drilling wells shall begin on the date when drilling or completion equipment
arrives on location and teriminate on the date the drilling or completion equipment moves ofif loca-
tion or rig is released, whichever occurs first, except that no charge shall be made during suspen -
sion of drilling operations for fifteen {15) or more conseculive days

[3] Charges for wells undergoing any type of workover or recompletion for a period of five (5) con-
secutive days or more shall be rnade at the drilling well rate. Such charges shall be applied for
the period from date workover operations, with rig, commence through dale of rig release, except
that no charge shall be made during suspension of operahons for fifteen (15) or more consecutwe
days.

i(b) Producing Well Rates

[1] An active well either produced or injected into for any portion of the month shall be considered
as a one-iwell charge for the entire month.

[{2] Each active complelmn in a multi-cornpleted well in which production isynot commingled down
hole shall be considered as a one-well charge providing each completion is considered a separate
well by the pgoverning regulatlory authority. :

[3] An inactive gas well shut in because of overproduction or failure of purchaser to take the produc-
tion shall be considered as a one-well charge providing the gas well is directly connected to a per-
manent sales outlet.. -

[4] A one-well charge may be made for the month in which plugging and abandonment operations
are compleled on any well.

[5]) Al other inactive wells {including but not limited to inactive wells cnvered by unit allowable,
lease allowable, transferred allow:ible, ete.) shull not qualify for an overhead charge.

(3) The well rates shall be udjusted as of the first duy of April cach year following the effeclive date of the
agrecement to which this Auountmg Procedure is attached, The adjustment shull be computed by multi-
plying the rate currently inuse by the percentuge increase or decrease in the average weekly carnings of
Criude Petroleum und Gas Production Workers for the last calendar ycar compaved to the calendar year
preceding as shown by the index_of average weekly carnings of Crude Petroleum and Gas Fields Produe-
tion Workers as published by the United States Department of Labor, Bureau of Lubor Stutistics, or the
equivalent Canudiun index as published by Statisties Canuda, us applicable. The adjusted rates shall be
the rates currently in use, plus or minus the cuinpuled adjustment, .
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B. Overhead - Percentage Basis
(1) Opuerator shall charge the Joint Account at the following rates:

(a) Development
Percent ( ) of the cost of Development of the Joint Properly exclusive of custs
pmwd(d undux Parageaph 9 of Section I and all salvage credits,

. (b) Operating
.Percent ( 4z) of the cost of Operating the Jeint ! Dropaily exciusive ot costs provided
nn‘!er "'x..xi mpha I and ¥ of Seetion I, all salvage (l(’d)tb, the value of injected substances purchased
for secondary vecovery and all taxes and assessinents which are levied, sssessed and paid upon the min-
; cral interest in and 1o the Joint Property. . .
{2) Application of Overhead - Percentage RBuasis shall be as follows:
For the purpose of determining charjes on a pevcent{nge basis under Paragraph 1B of this Scetion HI, de-
vejopment shall include all costs in connection with drilling, redrilling, deepening or any reinedial opera-
tions on any or all wells involving the use of drilling crew and equipment; also, preliminary expenditures
necessary in preparation for drilling and expenditures incurred in abandoning when the well is pot com-~
pleted as a producey, and original cost of construction or installation of fixed assets, the expansion of fixea
assets and any other project clearly discernible as a fixed assel; excepl Major Construction as des.ned in
Paragraph 2 of this Scction I A}l other costs shiall be considered as Operating.

2. Overhead - Major Construction
To compensate Operator for overhead costs incurred in the construction and installation of fixed assets, the ex-
pansion of fixed assets, and any other project clearly discernible as a fixed asset required for the development and
operation of the Joint Property, Operator shall cither negotizte a rate prior to the beginning of construction, or shall
chm';,e the Joint Account for Overhead based on the following rates for any Major Construction projeci in excess

of § DI 13 ya UOO

A. _,_,___,,,Ji A “of total costs if such costs are more than $...25,000 _ butless than §._100,000 . plus
B. _____ A% of total costs in excess of $.100,000 but less than $1,600,000; plus
C. .____.__ 3% of total costs in excess of $1,000,000.

Total cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component parts
of a single project shall not be treated separately and the cost of drilling and workover wells shall be excluded.

3. Amendment of Rates
The Overhead rates provided for in this Section III may be amended from time to time ohly by mutual agreement
between the Parties hereto if, in practice, the rates are found to be insufficient or excessive.

IV, PRICING OF JOINT ACCOUNT MA'LERIAL PURCHASES, TRANSFERS AND DISPOSITIONS

Operator is responsible for Joint Account Materiai and shall make proper and timely charges and credits for all ma-
terial movements affecting the Joint Property. Operator shall provide all Material for use on the Joint Property; how-
ever, at Operator’s option, such Material may be supplied by the Non-Operalor. Operator shall make timely dlopOSll‘On
of idle and/or surplus Material, such disposal being made ecither through sale to Operator or Non-Operator, division in-
kind, or sale to outsiders. Operator may purchase, but shall be under no obligation to plirchase, interest of Non-Opera-
tors in surplus condition A or B Malerial. The disposal of surplus Controllable Material not purchased by the Opera-

" tor shall be agreed to by the Parties.

1. Purchases
Material putchased shall be charged at the price paid by Operator arter deduction of all discounts received. In case
of Material found fo be defeclive or returned to vendor for any other reason, credit shall be passed to the Joint

Account when adjustment has been received by the Operator.

2, Transfers and Dispositions v )
Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the
Operator, unless otherwise agreed to by the Parties, shall be priced on the following bases exclusive of cash dis-
counts:

A. New Material -(Condition A) .
(1) Tubular goods, except line pipe, shall be priced at the current new price in effect on date of movement on a
maximum carload or burge load weight basis, regardless, of quantity transferred, equalized to the lowest
published price f.o.b. railway receiving point or recognized barge terminal nearest the Joint Property

where such Material-is normally available.
(2) Line Pipe

{a) Movement ¢f less than 36,000 pounds shall be priced al the current new price, in effect at date of
movement, as Jisted by a reliable supply store nearest the Joint Property where such Materlal is nor-

mally avaxh;ble ’
(b) Movement of 30,000 pounds or more shall be priced under provisions of tubular goods pricing ih Para-
graph 2A (1} of this Section 1V.

(3) Other Material shall ‘be priced at the current new price, in effect at ddte of movement, as listed by a reliable
supply siore or f.0.b. railway receiving point nearest the Joint: Property where such Material is nor mally
available. :

B. Good Used Material (Condition By , ,
Material in sound and serviceable conditicn and suitable for veuse without reconditioning:

(1) Material moved to thid Joint Property
{(a) At scventy-ﬁve percent (75%) of current new price, as determined by Paragraph 2A of this Section IV, 3

(2) Material maved from the Jomt Property
(a) At seventy-five percent (75 ¢ ) of current new price, as determined by Paragraph 2A of this Sec!ton iv,
if Material was originally charged to the Joint Account as new Muterial, or

— —




The QOperator shall maintain detailed records of Controllable Naterial,

1.

(L) bt sisty-five poreeni (657, ) of canei! neww prce. o8 determined by Parapvaph 2A o) this Seetion
IV, 0 Alteriad was origanally charped 10 the Soint Account as pond used Material al seventy-five per-
cent {(755:) of current new price,
The cost of yeconditioning, if any, shall be abuobed M the transferring property.
C. Other Used Materinal (Condition C and 13)

(1) Condition C
Material which 1s not in sound and serviceable condition and not surtable- for its original function until-
after reconditioning shall be priced at nity percent (3040) of current new price as determined by Para-
graph 2A of this Section 1V, The cost of veconditioning shall be charged 1o the receiving preoperty, pro-
vided Condition C value plus cost of reconditioning does not exceed Condition B valoe,

(2) Condition D
All other Mlaterial, including junk, shell be priced at a value cormmmensurate with ils use or at prevailing
prices. Material no longer suitable for its original purpose but usavle for some other pucpose, shall be
priced on a basis comparable with that of items normally used for such othér purpose. Qperator may dis-
pose of Condition D Material urder procedures normally utilized by the Operator without prior approval
of Non-Operators.
D. Obsolete Material
Material which is serviceable and' usable for its original funclion Lut condition and/or value of such Material
is not equivalent to that which would justify a price as provided sbove rnay be specially priced as agreed {o by
the Parties. Such price should resuit in the Joint Account being charged with the value of the service ren-
dered by such Material.
E. Pricing Conditions
{1) Loading and unloading costs may be charged {o the Joint Account at the rate of fifteen cents (15¢) per
hundred weight on all tubular goods movements, in lieu of loading and unloading costs sustained, when
actual hauling cost of such tubular goods are equalized under provisions of Paragraph 5 of Section 1I.
(2) I\xa!anal invelving erection costs shall be charged at applicable percentage of the current knocked-down
price of new hlaterial.

Premium Prices

Whenever Material is not readily obtainable at published or listed prices because of national emergencies, strikes
or other unusual causes over which the Operator has no control, the Operator may charge the Joint Account for the
required Material at the Operator’s actual cost incurred in providing such Material, in making it suitable for use,
and in moving it to the Joint Property; provided notice in wriling is furnished to Non-Operators of the proposed
charge prior to billing Non-Operators for such Material. Each Non-Operator shall have the right, by so electing and
notifying Operator within ten days after receiving notice from QOperator, {o°fiirnish in kind all or part of his share

of such Material suitable for use and acceptable {o Operator.

Warranty of Material Furnished by Operator

Operator does no! warrant the Material furnished. In case of defective Material, credit shall not be passed'(o the
Joint Account until adjustment has beein received by Gperator from the manufacturers or their agents.

V. INVENTORIES

Periodic Inventories, Notice and Representation

At reasonable intervals, Inventories shall be taken by Operator of the Joint Account Controllable Material.
Written notice of iritention to take inventory shall be given by Operator at least thirty (30) days before any inven-
tory i5 to begin so that Non-Operators may be represented when any inventory is taken. Failure of Non-Operators
to be represented at an inveniory shzll bind Non-Operators 1o accept the inventory taken by Operator.

Reconciliation and Adjustinent of Inventories

Reconciliation of a physical inventory with the Joint Account shall be made, and a list of overages and shortages
shall be furnished to the Non-Operators within six months following the taking of the inventory. Inventory ad-
justments shall be made by Operator with the Joint Account for overages and shortages, but Operator shall be
held accountable only for shorfages due to lack of reasonable diligence.

Special Inventories

Special Inventories may be taken whenever there is any sale or change of interest in the Joint Property. It shall
be the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest takes
place. In such cases, both the seller and the purchaser shall be governed by such inventory.

l-.\pe;lsé of Conducting Periodic Inventories
The expense of conductmg periodic Inventories shall nol be charged to the Joint ALcoum unless agwed to by the
Parties. '
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EXHIBIT "D"

S Attached to and nade a part of Oporating hgre

_Yebruary 15, 1982 ., between xpadarlo Produgt jon

sment daled

(‘(_)M)j)nyh - e as OE’("—"‘torl and e

Chawplin Petroleuwn Company et al s Non-Operotors,

IRSURANCE: .

require drilling contractors or svhcontractors to carry insurance

Operator will
area as follews:

to cover drilling operations on the unit

TYPY OF COVERAGE LIARILITY LIMITS

Workmen's Compensation Statutory

Employer's Liability $100,000 per accident

Comprehensive General

Public Liebility Bodily Injury: $100,000 per person

300,000 pexr occurrxence

Property Damage: $100,000 per accident
309,000 annual aggrecate

Comprehensive Automobile ,
Liability Bodily Injury: $100,009 per person

300,000 per occurrence

Property Damage: s 50,000 per accident

*Contractor's Contxngent

Liability Bodily Injury: $100,000 per person

300,000 per occurrence

(If sub-contracting

_auvthorized) Property Damage: $100,000 per accident

*Contractor's Contingent Liability insurance
requirement may be waived if the contractor
follows a regqular practice of requiring
Certificate of Insurance from subcontractors
evidencing their financial responsibility for
their own negligent acts.

With respect to producing operations conducted hereunder on thes unit area by
Operator for the joint account of the parties hereto, Operator shall carry Workmen's
Compensation insurance as required by the laws of the State of New Mexico

and it is agreed that no other insurance will be carrled by the parties hereto for
the benefit of the joint account. .

s
rd

It is further understood and agreed that Cperator is not a war¢antor of the financial
responsibility of the insurer with whom such insurance is carried, and that except ;
for willful negligence Operator shall not be liable to Non-Operator for any loss
suffered on account of the- 1nsuff1czency of the insurance carried, or of insurer with.
whom carried. Operator shall not be liable to Non-Operator for any loss accruing by
reason of Operator’s xnablllty to procure or maintain the insurance above mentioned..
Operator agrees that if at any time during the life of this agreement it is unable

to obtain or maintain such insurance, it shall 1mmed1at°1y notify in writing Yon-

:Operators of such fact. .




EXHIBIT "E"

GAS BALANCIRG AND STOEAGE AGREEMERT

Attached te and made a part of Oprerating Agrecment dated
February 15, 1982 , bLetween Anadarko Production
Company __, as Operator, and _C_}l{r'l} 1in _'mtrolmm
Company, et al , as Ron-Cperator,

Subject to and under the terms of that certain Cperating Agreement dated
Yebrvary 15, 1982 , the parties hereto own and are entitled to share
in the oil and gar production from the Unit Arca in accordance with their respec-
tive interests as set ferth in said Operating Aogreement. FEach party has made or
will make arrangements to sell or utilize its share of the gas production; however
it is recognized that one or more of the parties may be uvnable from time to time
te take in kind or otherwise digspogse of its interest in the gas production. In
order to permit each party to produce and atilize or dispose of its interest in
the gas production with as much flexibility as possible, the parties hereto agree
as follows:

1. From and after the date of initial delivery of gas frcm the Unit Area,
during any period when a party is taking less than its full share of the
gas production, any other party may produce from the Unit Area and take
or deliver to a purchaser, each month, all or a part of vhat portion of
the allowable gas production which is not produced by a party taking less
than-its full share. The parties hereto shall share in and own the liquid
hydrocarbons recovered from such gas in accordance with their respective
interests in thec Unit Area. as set forth in said Operating Aqgreement. Dis-
position of such liguid hvdrocarbons is covered by Article VI. C. of said
Operating Agreement.

2. On a cumulative basis, a party taking or disposing of less than its full
share of the gas produced shall be credited with gas in storage equal to
its full share of the total gas produced, less such party's shdre of the
gas used in operations on the Unit Area oxr vented or lost, and less that
portion of the gas such party tcck or delivered to its purchaser. Operator
will maintain an account of the gas balance as between the parties hereto
and will furnish each party monthly statements showing the total quantity ]
of gas produced, the portion thereof used in operatjons on the Unit Area, {
vented or lost, the total quantity of gas taken by each party or delivered |
to its purchaser, and the monthly and cumulative over and under delivery of
each party.

3. Affer written notice to the Operator, any party may at any time begin
taking or delivering to a purchaser its full share of the cas produced
{(less such party's share of gas used in operations in the Unit Area,
vented or lost}. To allow the recovery of gas in storage and to balance
the gas account of the parties in accordance with their respective interests,
as set forth hercinabove, a party with gas in storage shall be entitled to
take or deliver to a purchaser its current share of the gas prodiiced (less
such party's share of gas used in operations in the Unit Area, vented or
lost), plus a share of gas not to exceed its gas in storage detsrmined by
multiplying (1) thirty-seven and one-half percent (37-1/2%), by (2) the
volume of gas attributable to the interest in current production of the
party cr parties having taken more than their share of cumulative gas pro-
duction, from the Unit Area, by (3) a fraction, the numerator of which is
the interest in the Unit Area of such party with gas in storage and the
denominator of which is the total percentage interest in the Unit Area of
all parties currently recovering gas from storage.

R ek

4. Nothing herein shall be construed to deny any party the Yight, from time
‘ s to time, to produce and fake or deliver to its purchaser its full share of
f " the allowable gas production to meet the deliverability tests required by
its purchaser. Each ‘party shall, at all times, use its best efforts to
regulate its takes and deliveries from the Unit Area so that the wells will
not be shut-in for overproducing the allowable, if any, assigned thereto by
the regulatory Body haV1ng Jurlsdlctlon.

;
*
1
2
3




10.

“be an ileom of unil ‘expense charqgeabls to the Joint Account in accordance with

Fach party shall pay or deliver, or canse to be paid or delivered, all
rovaltioa, overriding vovalticos, or alhor payments due on its share of
Gas praduction, and shall hold She other partices free from any liability

therefor.

Should produntion of gag from the Unit Area be pormancently discontinued

altanced, aetticment will be made hetween the

SUTE2 BEPSOPPREINNSS PRy ey |
dale UL PRI LOT

npefore the gas account

s B N T P e o e P DR
uomd pavtien, s Unddorproduresd oo

RO T TR anl LSBT
partics are those parties who have yeceived credit for a lesser and a

greater guantily, regpectively, than their share of the cwsnlative unit

gas production {loss sucn parties' share ¢f gas used in operations on

the Unit Arca, voented or Jost) at cuch Uixe as production is pevmanently
discontinucd, In mabing such scottlicnent, the undoyproduced party or partieg
will ke paid a eum of poney by the overproduced party or parties attribut-
able to the overprodiction which said overproduced party or parties received
alt the price, subject o the further provisions of this paragraph 6, received
by the overprsduced parly or parties at the time and {rom time to time when
the overprodaced party or particas delivered and sold that portion of gas
production {yom the Undt Arca that was atiributable to tlie interest of the
underpyoducad party or partics,  In the event the overprodused parly or parties
teock such gas in kxind, the price bhasis shall be the market value of the gas
vtilized by the overproduced party or parties at the time and from time to
time when gas was utilized atiributable to the share of the underpreduced

party or parties. For gas sold in a sale where the price is not regulated

by a govermental authority, the price basis shall he the price received from
time to time. ¥For aas sold in-a siale whére the price ig regulated by a govern-
mental authority, the price shall he the rate collected, from time to time,
witich Is not subject to possible refund,. as provided Hhy the Federal Energy
Regulatory Cowmnission or any other governmental suthority pursuant to final
crder or settlement applicable to the gas produced from the Unit Area and
sold by thie overproduced party, plis any additional collected amount which

is not ultimately reqguired to be refunded by order of said Commission or any
successor govermental authority having juris@iction in the premises, such
additional collected amount Lo be accounted for at such time as final deter-
mination is madeé with respect thereto. HNotwithstanding the foreqoing, should
the underpraduced party elect Lo receive such additional collected amount
wihich is subiject to possible refund pending the issuance of said final order,
such underproduced party shall he entitled to the payment thereof from the
overproduced party upon the underproduced party executing and delivering to
said overproduced party or parties a letter in which the underproduced party
agrees to repay the overproduced party or parties thal amount s0 paid that

is required by said final order to be refunded, plus the interest thereon

as specificd in the pertinent order of the Federal Bnergy Regulatory Commis-

sion or other governmental authority.,

This agreement shall be and reiain in full force and effect for a term con=-
current with the teorn of the Operating Agrecment between the parties to which
it comprises Exhibit "E“.

Nothing herein shall change or affect cach party's aobligation to pay its
proportionate share of all costs and liabilities incurred in operations on
3he Unit Area, as its share thereof is set forth in the above-described

Operating Agreement. ,

Any party transferring jts interest, or any part thereof, which is covered
by the Operating Agrccement shall give notice of this Gas Balancing Agreement
to any transferce and such transfer shall not be binding upon the parties
until such trunsfo;hn hnc agreed in writing to be bound by the Operatlng
Agrecoiment, 3 neluding this Gas Ralansing Agreement. ;

All cosls and cxpenses of administering this Gas Balancing Agreement shall

7

the provisions of the Operaling Agreement.
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LAaw CFFICES OF

JENNINGS & CHRISTY

SAMES T UENNINGS 1012 SECURITY KATICNRAL BANK BUlLD I WG TOLTHRONE €28 -BARD
i B CHRISTY IV pDLEROY ST ARt Coor $0%
DT UGLAS PERRIN FOSWELL NEW MEXICO 88202- 1180

FrOL T BREWER
T i R R S V]

February 18, 1982

0i]l Conservation Division

P. O. Box 2088

Santa Fe, NM 87501

Attention: Richard L. Stametz

Re: Case No. 748@, Anadarko Force-Pool Proceeding |

Dear Mr. Stametz:

When I returned to my office on Wednesday, February 17, 1682,
I discovered that three more letters with regard to the cap-
tioned had been returned and I am enclosing same herewith

" for ycur consideration.

Very truly yours,

Bhil T. Brewer

PTB/jb

Encl.

O %

o RSN 2

] TRE LRSS AN




Ducket No. €-22

Docrers Hop., 7-22 &and 8-BY ore tentatively set for Mareh 30 end Merceh 17, 19282, Applicetions for heord 55 muEy be
£4iled 8t lezsy 22 duvs in sdvance of hearing date, e

PEFET:  EXEMINER dfARING -~ WEDNLELLY = FTEERUARY 17, 1982

9 AM. - OIL CONSERVATION TIVIGION CONPTRENCE ROOM
STATE LAND OFFICE BUJLODIND, SHNTA FE, NOW MEXICO

The following cases will be heard before Fichard L, Stamets, Framiner, or Daniel 5. Mutier, Riternite traminer:

ALUAMIELE

CASE 7445

CAEE 7489:

TRSE F481:

CREE 7435:

CHEE 74102

(1) Considerstion of the allowable production of gas for Mergh, 1982, frow fifteen prorsted ols
in Lea, £43y, and Theves Counties, New Mexico,

(2} Conpiderztion of the ailowable production of gas for #arch, 18982, froaw four proreted pools in
Ban Juan, ERic Arribs, acd Suodioval Coucties, New Mexico,

12} Considerstion of prrchaser’s nomisetions For the one ysey gerfcl beginving April i, 1932, for
both of the above aress. ’ . .

{Continned from Decexber 16, 1281, Examiner Hearing)
{THIS CASE WILL BE CONTINUED 70 THE EXAMINER NG ON MARCH 17, 12B2)

Application of Harvey £, Yates Company for an WFDH deterwination, E4dy County, New Mewioo.
Applicant, im the above-styled cause, seeks 2 new ovrhore yeservoir determinetion io the Ben Autres
formatian for its Fulten Collier %ell ¥o. 3 in Unit € of Berticn 1, Townsbip 13 South, Rsnge 23 Fast.

Applicetion of Worthwest Pipeline Corpozatian for amenthest of Order Nu, B-2065, Rio Arrida Couoty,
New Mexico. Bpplicant. 3o the above-styled cause, seeks the Bmendmernt of Diwision Order o, R-2066,
which authorized approrzl) of six ton-standard prorstiac ucits, Basic-2shoeta Gas Pool.

The amendment sought is for e crestion of the following sop-staudard proritioc moits to be Srilled
at stanfderd Jocations thereon: Sownehip 31 North, Range © West, Section 25: /2 (272.1% acres) and
B/2 1273.3 acres): Bection 36: NJ)Z {272.56 scres) and B2 {272.83 scres); Townsidp 3D forth, Range
$ West; Bection 1z N2 {272.31 acres) and 5/2 1273.42 acres).

Application of Rreo 031 & Gas Company for pocl creatian, 1es Couoty, Yew Merico.

Applicant, in the above-styled cause, seeks the creetion of 2 new lipper Devanisn geas pocl for its
Caster Well Mo, 1 located 1810 faet from the Korth line aund 2154 feet fram the Wert Sice of Sectiom
6, Township 25 South, Range 37 East, Custey Field.

Applicatiom of Arco Oil % Gas Company for amenfment of Order No,. R-6792, l&a Couoty, Kew Mexico.
applicant, in the zdbove-styled cause, seeks the amendment of Division Oxder o, R-H792, wbich autiorized
the directionzl Arilling of applicact’s Custer Melids Well No. 1 to ar smorthodox locedios in the Devourian
zmd Ellerburger formations and imposed 2 penalty in the Devatizs. 3y stipuleticoo spplicavt and toe

of st operstor heve agreed that the siject well is not affectiny the offsetting property asd applicast
herein secks remoyal of the peselty imposed for 82 latxg as the well profuces coly fron the presevt
perforeted jntervel in the Upper Devomiao, -

{Continued from Jammary 20, 1982, EZxamiver Hearing)

Application of Red Mountain hesoristes for the Bmendment of Order Mo. R-5533, Mc¥inley Convty, MNew Mexico.
Applicant, in the above-stylef cavse, sesks the amendment of Order Ko, R-5528, whiish apthorized spplicact
to confiuct weterflood operstions in the Chaco Wash-Mesa Merde 03l Pool. Applicavt seeks &pproval for

the injection of water through various otoer wells than those originally approves, seeks deleticn of

the reguirement for packers in dnjectian welils, and seeks ap increase in the previously suthoxizeld $B-
IContinued frow Jamuery 20, 1982, Examiner dexriag)

applicetion of B.O.A. 9ii & Gas Compary for two nnoxtbofog oil well Locetions, San Juan Conuty, New Mexico.
2pplicant, in the above-stylesd cause, seeks approval for the moorthodor locstion of 2 well to he drilled

2035 feet Trom the Sputh line and 2655 feet froum the Fast line and aone to be fxilled 2495 feet from the
Sorth lime and 1944 feet from the East line, both in Sertian 31, Township 31 North, Range 15 West, Vexde-

" Gallnp ©il Pocl, the We/d EE/$ and Bd/4 RE/S, respectimely, of said fection 31 to be dediceted to BRIE

wells.,
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CEBE TE5T:

L T8

CHSE 7462:

CESE ¥576;

g
&
g

ChHSE 7486

]

SRSE

e

427

W

. Aeplicent, lu the sove-styled covse, sesks &0 order pooling 33 minersl interssts dowe toroughs

List R, fa3i

(Comdaed Sy Seraiery 18, JFRE, Vrinliies Seerireg)

Fgrligersan w8 E. . R
’\1)}1. "vfu’, A5 b Xy

13.-& .\\‘.é/% Re7
Roren, Kouze 27

A XES SE[A, WIS REFV, BEIG ,6/6, wne Wif$ XE/4.

Aoyl o r,m af wiser CIL Songany for o onesttoedor o3 weil jocetion, Les Cowty, [ew Yexion,
Rypdocent, 15 G above-styled wrise, seshs apprevel f on annpvividor iotatien 1295 fast fron dhe
Sowtn liue &1»’3 2549 feet from rie Mest line <f Uectoon 22, Towsship ¢l Bosth, rerge 37 Esst, Feir 4~

Bredly Fool,

sppiicenion of pans Exglorssion Congeny for s3iv weter Aispussl, Chaves County, Nev $ernion,
Seplicant, in the a.',f/s- styled spuse, seacs euthority o fispore of ;:A.K.Jff sx2lt water joto e
Baa huvites formavion din i pertorsues 1o te:se‘.i from $A%%5 feev % S5 4ekt 5 bty Craffiu ¥ell ¥o,
§ locstsd Jn Unit B, of Sestion 19, Toenshiy 3 Bouvth, BEuge 32 EEsL, CLAIEEo~swG Bedres Food.

(Comtinued frue Februsry 3, 1332, Exaniser dssrisg)

Sppiication of ¥arsthon Qi Cowpeny for dowidnwie comingising, let Covnty, Nes Veriso.,
bpplicest, 0 the shosse-stylesd chuse, seels spprovel for Khe “owpbois commisgiiag of thy f)r,«.r.stei
P

203 Blitebry produstion in the welliore of ite €. J. Ssfers well 5. 3, Loawd in Unit <
$oction 1, Towuship 22 Sowtk, Resse 39 Last.

(Continses frum Febrvary 2, 1952, Ixawiner Lescisy)

»pplicetion of Onion G111 Company of Celifornia Cor conpalsory oosi{ng, Les County, Wew Yexjcr.
borlicant, in tie doove-styled cavse, seels I8 orier pooling 831 xizeral irterssys in the Striwe,
Beoke A Yorvow formitions wnleclying e B2 of Ssckion 2%, Township 1% Sonth, Rerge 32 £2st,
Lo e deficeted no 2 well &5 be frililel i 4 standerd lonstion VYeresn., 3l w0 ke considersd
#ill pe the cost of Lrifliogy and conpwﬁm' szid well 2nd the sllocetion of (e cost theresf zs

well 25 2otusl o;.:etgt,n; copts 2 charg fa' «s;.;pexym;m, Aesiguesion of wpplictnt 23 operevor
of the weil, and g charge for risk ,r)ul'mﬁ in Arifling seif well.

Spplicetion of huelsryrs Froiution Compeny for compulsory goolizng, Sy County, New Yerico.
Applicent, in the shove-style?d cevse, sesrs &5 orfer poolifg 211 swisnersl indsrssts in 4Ze htikz
208 Morrow formetions wnderlying the £/2 of Section 1, FTownship 17 South, Zatge 25 E5$t, to e
Sdiceied ko & well to be Aritled 21 5 stexlsrd locetion tFhereon. 5159 to S€ cousideres wiil e
12w cost of &£illing asd completing seid well 204 vhe silocstion of 1he cost trerest &5 well &8
artusi operstisg costs snd churges for swpervision, fesignrtion of epplicist &5 Cperetor of the
e well, aod 5 chisrge Lor visk involved in Arilijng ssid well.

Bpplication of Pevge Fxplorstion for compuiscry poviing, Chaves Counnty, New Vexics.,
Applicent, in the sbove-gtyled cause, SeEly ea orler posiizg el winersi isterests in the 35o
formstion wlerlying e 140 -2o0re ;w,:zet on wits, the £irst Peing the Xk/4 sx8 the sesond being
me SH/% of Section 27, Towcship 7 Sowh, Foige 25 Fest, i3 o be deticsted o & well to e
Sxilled £t 8 stavfard locetion tierscn., Also 15 Le cossidered will Hw the cost of Srilling and
mm:ing s£id wells 203 the sllocetion of the cost tiherest 25 well a¢ 2ctiel operetizyg costs
#uf cherpes for SwpeIVIsion, desigsstion of sppliicsut a5 operstor of the weils 405 & cXarge for
risk iorolved im Sriiliny ssid weills, 3

Applicetion of KGF Oi1 Corporstion for comgulsory pooling, fes County, Yew Yexico.

208 imcinding the Bbo formetion . "rzkeri‘f' g vhe WE/4 WE/L of Sestion &, Towsship 20 Souwth, Range
3% Fast, 1 be Sedirsted 1o 2 well to be £rilied st & stendsrd locstion thereon. Ailso %o e
considered will Ze e cost of Srillisg sl esaploting ssif well snd the silosatjon of the ovst
therect os well as ol opersting costs and cherges for svupervision, designetion of spplicsst
45 operetor of toe well s 2 susrge for risk jovolved jo Srilling sei4 well,

Appilicetioe of WoF O Corporerion for compulsory pronling, Les Cowty, New Yexios, .

Ayl doant, (o the ovoye-rsyylosd cevse, seels &3 orier pocling sl mineral drterests Sonen thres

and dociuding the Ko fopretion wderlying the SE/6 SE/4 of Sestion 33, Townshipy 12 Soathy, m:eje
39 East, to be fediceted 40 & well o e frilled 2t 2 stenderd location thress. ARlso to be
comsidered will e tie cost of criliyny and &wie&i&q seid weil snd the sliosetion of the cost
thereof as well s actus) opezeting costs and cherges for supervision, desigmstion of spplicant
23 operetor of the well end & charpe for risk imycioves in @z;mm said well.,
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waek 25

CAZL 7974+

€A% €372

CIIZ 1453

CA3Z 7499:

CHIZ 74913

CHEE 7452:

CAEE T4693:

Aypiucarien of Burpbact Deersleun Corgany Lon comprilsony st hevg, Pf/;;;’t:"/f:i", Ceaithif, Mew $uair s,
Applticant, jr the alosexatybent cuise, sesks an crdsr (roling ol muireesl peterescs in ere Zan
Araces farvation GLotecly ity Lhe M4 WASE of Seaniorn L3, Township £ Louth, $atde 37 fas, o be
dedicatey Lo a4 well to 2@ Aritied st o grarsacd [reztion vhageon, Rlan to om consifered witlh bLe
tha codt of deilling and conglening esid well s20f the aiiccation of ¢re toxt trarest a3 well 55
aorusl cpmfabing oot and chacgss Por aupsrrivios, Aeytianation of spplicant 88 wjecator of tha
well Zed 4 chdrge for rise leenfoxd i Malfasa oois Lolf

fpepered and Fessvertsely

in the vatesr of Care TOTL baife Teogalst PILSIAAG G YRE peorisions of Srder Yo, w6448,
waier srdsr pronalgsesd apecisl wuley for the South Elins-Fuszzlzen Poot in Chaves Couanry

rebutine) previsicns (ox Sh-acrt spaciseg wuivs and a Muiting gas-oil ravis of 070 to wne,
Al Jonrecesred p3rtiss nay sppesr snd show cauze why aid posl should rot Le develsped on 40-aces

spacinag units with & lizitieg qae-otl rsvis of 2909 to ore.
(Rerxared s5d sesidvertized)

I tie natvsc of Caze 1974 belra réopersh priresant vo the provizicono of Crdsys 8o, F-6365 &nd
KrES8 51, whith created the South ziXing-Puzselsan 633 Yool in Chaves County. AL knvsrestud parvies
NAY ARARE 414 prezent svidsrca az ko the exact ravire of tie rassevoic, ind sote pagkiculariy, as

to the propsr rats of witidrawsl fyem the reservoiy if it fg dstsamined that 23id ginl is profucing
frem & rsicograte gis Cordensate ressevoir.

(Rarperiet and Resdvertised)

In the natier of Case 6372 belrg recpensd pursuant o the provisicns of Orders Mes. R-5375 and 2~5275-4,
which crestsd the Past High Hope -~ k5o Cas pool in EA%y County, ard promulgsred special rules therefor,
including & provision for 320-acre spacing units. R11 interested parties may appear and show cauze

Wy said pool should rot be ceveloped on 1€0-zore spacing uaflts,

rpplication of Curtis 2. Little for desimution of a tight forration, Fio Rrriba Comnty, Wew $exico,
Fpplicant, in tie above-styled civse, sesks the designation of the Chzera forratisn underiying

porticns of Yownship 25 North, Range 5 West, containirg 6,720 acrns, more or less, a3 4 tight formation
puirsusnt s Section 167 of the Hatural Gas Policy Act and 18 CPR gection 271.701-705.

rpplicstion of darvey E. 1atss Company for comgiissry posling, Chaves County, Sew Yexico.

rpplicsnt, in the above-styled cause, sesie sn order poolisg all asineral interssts dom through and
inciuding the Atoka-Morrow fornation, underlying the N/2 of Section 19, Tumship € gouth, Rarge 30
Zast, o be dedicatsd 1o 5 well to be drilled st a standard locatics therssn., #&lcs to e contidered
will te the cost of drilling and complating esid well and the allocation of the cozt theresf sz well
As sctusl cperating costs and charges for supervision, designation of applicant s¢ operator of the
well and 8 charge for 2isk involved in Srilling zaid weli.

typlication of Harvey 2. Yates Company for designation of a tignt formation, Lea County, Hew Mexics.
Ppplicint, in the sbove-styled cause, soexs the designation cf the Atoka formation undexiying gorticss
of Towsships 12, 12, 354 14 Sousth, 2anges 35 and 36 Bast, contalniog 46,720 acres, sore or less,

a8 5 tight fornation pursuant o Section 167 of the Manrsl Gazx Policy ket and 13 CPR Section 271,
T63~36%5, said area Lelng an eastward asd westward extension of previcusly spprovsd tight forustion
sr€s.

k{»plicstim_ot ftarve«/ 2. Tates Company for desiqnation of a tight formstion, Chaves County, Sew Maxico,
kpplicsnt, in the ab‘w&?gyled ciuse, seexs tie designation of thg Atcka-Morrow formation underlying
211 or pc:t:imas of Ton :mips 7, 8, and 3 South, Ranges 29,30, znd 31 Zast, conkaining 115,200 acres,
more or 1838, 3% 4 tight formation parsisant to Section 107 of the Hatu o

ey Bl of the Natural Gas Policy Act and 1€ CPR

In the ratter of the tedting cslied by the Ofl Conservation Division on it ¥ | ’
. 5] 7 s own notion for an ordexr
cresting snd extending certaisn pooly in Chaves, Bddy, Lea, and Roosevelt Countics, New Yexics.

{ai' cmmz & 1w ;»?ol. in lea County, Mew Yexics, classified as 4 g3s posl for Korrow sroductics

Z::géefig:;m ;3 t;;:;; Zzst Bootley rifge-Morrcw Gas posi. The discorery well is setry 011 Company

¢ v 15 texak Fell 85, 1 Iecared 5 Univ I of dection 15, Towmah 7 ;
5818 sent wetd aomers s 135 5 5, T ip 22 Scwth, Range 33 Bast,

TOMNCHIV 72 SU0TH, FANGE 33 BAST, oM
Section 15: §/2

e
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(LY CREATE 2 fiew pool in Les County, Mew Mexico, classified 58 an oil pook for Devonian preduction
and desigrated 25 che Horth Ying-Cewvonian Fool, The discovery well is Samedan 01l Corporation Speight

‘Well da, 1 lccated 1n Unit B of Secticen 3, Tewnship 13 Scuth, Range 37 Edxst, NMPM. Sdaid pool «oulé

conprise:

IORsHIP 13 €51y, PANGE 17 BAST, NMbd
Secticn 3:  NE/4

(C) CrEATY a new ool in Fddy County, New Mexico, claasified as a qas pool for Atcka production
and designated a3 tne Sorth Lovang-Atexa Cas Feol, The discovery well is Culf 0il Corporation
£ddy SR State Well 2o, 1 located in Unit £ of Section 16, Township 23 South, Range 28 East, N4PH,
Said gool weuld cornprise: -«

IOMNSHIP 23 SOUTH, PANGE 27 EAST, HMPX
Section 12; HN/2

TOWNSHIP 23 SOUTH, RANGE 28 EAST, NMPM
Section 4: S/2
Section 7: All
Section 8: All
Section 9: All
Section 16; All
Sectfon 17: A1l
Section 18: EB/2

{d) CREATE 4 new pool in Lea County, Hew Hexico, classified as an oil pool for Yrinkard production
and designated as the Teague ~Crinkard Pool. The discovery well is Algha Twenty-Omne Production
Company Lea Well No. 1 located in Unit B of Section 17, Township 23 South, Ranye 37 East, MMPM,
gaid pool would comprice:

TOWSSHIP 23 SOUTH, RANGE 37 EAST, NMOPK
Section 17: NE/4

{(e) PXTEND the West Atoka-Morrow Gas Pool in Eddy County, New Mexico, to include
therein:

TOWNSHIP 18 SOUTH, PANGE 25 BAST, NMPM
Section 23: All "
Section 24: /2 .

(f} EXTEND the Atoka-Pennsylvanian Gas Pool in Eddy County, New Hexico, to inciude
therein:

TGWHSHIP 18 SOUTH, RANGE 26 BAST, NMFM
Section 16: W/2

{g) EXTEND the Avalon-Morrow Gayg Pool in Eddy County, New Mexico, to include
therein:

TOWHSHIP 21 SOUTH, IANGE 26 EAST. NMPM
Section 2: Llots 1 through 8

(h)  EXTEND the Brunson-Fusselsan Pool in Lea County, New Mexico, to include
therein:

TOWMSHIP 22 SOUTH, RANGE 37 EAST, NMPM
Section S5: SE/4

(i} EXTEND the BrushyDraw-Delaware Pool in Eddy County, New Mexico, to include
therein:

TOREHIP 26 SOUTH, PANGE 29 EAST, RMPM
Section 26: E/2

(j) EXTEND the Buffalo Vallq-?ecasylvénian Gas Pool iu Chaves County, Kew Mexico

to include therein:

TOWMNSHIP 15 SOUTH, RANGE 27 PAST, MMPM
Section 23: All
Section 26: All
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‘() ENTEND the Cary-Montoya Fool in Lea County, New Mexico, to include
therein:

TUWNSHIP 22 SOUTH, RANGE 37 EAST, NMPM
Cection 4: W/2 5W/4

Section 5: SE/4-

Section 9: W/2 W/2

(1) EXTEND the Crow Flats-Morrow Gas Pool in Eddy County, New Mexico to include
therein:

TOWNSHIP 16 SOUTH, RANGE 27 EAST, NMPM

Section 35: E/f2
Section 36: %/2

(m) PBXTEND the South Culebra Bluff-Bone Spring Pool in Eddy County, New Mexico, -
to include therein:

TOWNSHIP 23 SOUTH, RANGE 28 EAST, NMPM
Section 25: S/2 sW/4
Section 27: SW/4

{n) EXTEND the Elkirs-San Andres Pool in Chaves County, New Mexico, to
include therein:

TOWNSHIP 7 SOUTH, RANGE 28 EAST, NMPM
Section 21: NE/4

(o} EXTEND the Empire-Abo Pool in Eddy County, New Mexico, to include
therein:

TOWNSHIP 17 SOUTH, RANGE 29 EAST, KMPM
Section 19: S5/2 SW/4

{P) EXTEND the Henshaw-Queen Grayburg-San Andres Pool in Eddy County,” New Mexico,
to include therein:

TOWNSHIP 16 SOUTH, RANGE 31 EAST, NMPM
Section 19: NE/4 NW/4

{q) EXTEND the Indian Flats-Morrow Gas Pool in Eddy County, New Mexico, to include
therein:

TOWNSHIP 21 SOUTH, PANGE 28 EAST, N9PM
Section 26: W/2

(r)  EXTEND the West Nadine~Blinebry Pool in Lea County, New Mexico, to include
therein:

TOWNSHIP 20 SOUTH, RANGE 38 EAST, NMPM
Section 8: NW/4

{s) EXTEND the Peterson-Mississippian Pool in Roosevelt County, New Mexico, to include
therein: ) ’

TOWNSHIP 4 SOUTH, RANGE 33 EAST, NMPM
Section 28: NW/4

(t)  EXTEND the Race Track-San Andres Pool in Chaves County, New Mexico, to include
therein:
TOWNSHIP 10 SOUTH, RANGE 28 EAST, NMPM

Secticn 7: S/2 sW/4
Section 18: NW/4 and:N/2 SW/4 and SW/4 SW/4
[
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(u) EXTEND the Railroad Hountain-San Andres Pool in Chaves County, New Mexico, to
include therein:

TOWNSHIP 8 SOUTI, RANGE 28 EAST, NMPM
Section 2: NE/4 and E/2 NW/4

{v) EXTEHD the Red Lake-Queen-Grayburg-San Andres Pool in Eddy County; New Mexico,
to include therein: .

TOWNSHIP 17 SOUTH, RANGE 28 EAST, NMPM
Section 7: S/2

Section €: SW/4

Section 18: E/2 NW/4

(w) EXTEND THE West Sawyer-San Andres Pool in Lea County, New ) .4ico, to include
therein:

TOWNSHIP 10 SOUTH, RANGE 37 EAST, NMPM
Section 5: SW/4

(x) EXTEND the Turkey Track-Atoka Gas Pool in Eddy County, New Mexico, to include
therein:

TOWNSHIP 19 SOUTH, RANGE 22 EAST, NMPM
Section 15: All

(y) EXTEND the Twin Lakes-San 2ndres Assocjiated Pool in Chaves County, New Me<ico, to
include therein:

TOWNSHIP 8 SOUTH, RANGE 28 EZAST, NMPM
Section 13: SE/4
Section 24: NE/4

TOWNSHIP 9 SOUTH, RANGE 28 EAST, NMPM
Section 12: §/2 NE/4

TOWHSHIP 9 SOUTH, RANGE 29 EAST, NMPM
Section 7: S/2

Section 8: NW/4

Nt




LtAW OFFICES OF
JENNINGS & CHRISTY

JAMES T.JENNINGS o 1012 SECURITY NATIONAL BANK BUILDING TELEPHONE G522-8432
SIM 8. C~HR|$T{ ™~z P.O.BOX it80 AREA CODE S0OS
FHILLIP Y, BREWER ROSWELL, NEW MEXICO 88202-1t80 Prrs of ey ean ai iy ..
y i . “
; A WL «’ l )’ [P
T

January 19, 1982

I 1
I o ]
C

AL N Tl |l AN Uyt
0il Conservation Division SN“”\FE ,
P. O. Box 2088 e NV
. 4 ;o 'A—Q—' Pl {
Santa Fe, New Mexico 87501 A

Re: Application for Compulsory
Pooling -~ Anadarko Production |
Company ‘

Gentlemen:

Enclosed in triplicate is Application of Anadarko Production
Company for Compulsory Pooling, E% Section 1, Township 19 South,
Range 25 East, Eddy County, New Mexico.

It would be appreciated if the Division would consider
settlng the Application for Examiner hearing at your earliest

convenience.
Respectfully,
JENNINGS & CHRISTY
PTB: pv | Phil T. Brewer

cc: Anadarko Production Company




STATE OF NEW MEXICO-
DEPARTMENT OF NATURAI. RESOURCES

OIL CONSERVATION DIVISTION

IN THE MATTER OF THE APPLICATION |
OF ANADARKO PRODUCTION COMPANY Case No. )47
FOR COMPULSORY POOLING, EDDY

COUNTY, NEW MEXICO

APPLICATION

COMES NOW Anadarko Production Company, and horeby makas
application for compulsory pooling of all mineral interest
in the Atoka and Morrow formations underlying the BY Section 1,
Township 19 South, Range 25 East, N.M.P.M., Eddy County, Now Mexico,
containing 320 acres, more or lesd, and for grounds thereof states:

1. Applicant has been diligent in its afforts to form a
proration unit for the drilling of a well, to be located approxi-
mately 1,980 feet from the South line and 1,980 feat from the
East line of said Section 1, but there remains non-consenting
interest ovners in the subject proration unit who have not agreed
tou the pooling of their interest.

2. That to avoid the drilling of unnecessary wells, to
protect correlatvive rights, and to afford the owner of each
interest in said proration unilt the opportunity to recover
or receive without unneccessary expense his just and fair share
of the gas and associated hydrocarbons producible from the
Atoka and Morrow formations, this requlatory body should approve
the pooling of all mineral interest, whatever they may be,
within said unit, ) |

| 3. Applicant proposes to dedicate the subject proration
unit to the well to be located as aforesaid.

4., Applicant seeks permission to withhold the proceeds
from production attributable to each non-cdnéenting working
interest owner, and 7/8ths of production attributable to each
non-conlenting.mineral interest owner, until such time ‘as each

_ntereqé'n share the cost of said well has been recovered plus




200% thereof as a charge for risks involved in drilling a
well.

5. That after due public notiée, this regulatory bedy
enter its order granting compuslcory pooling in accordance with
this Application, fixing a charge for risk, fixing a per month
cost for operating the well, and granting to each non-consenting
working interest owner and each non-consenting mineral interést
owner the privilege to join in the payment of drilling the
well in accordance with law. That such order should further
provide that the Aprlicant be appointed as Operator of the
well.

Respectfully,

ANADARKO PRODUCTION COMPANY
T

P. O. Box 1180
Roswell, New Mexico 88201
(505) 622-8432

xc: Certified Mail to each entity
whose address is known, as shown
on Exhibit "A" attached hereto.

xXCc: Uncertified to:

Anadarko Production Company
(Midland)

et . s bt s £

SRR A D A
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NAME

Marshall & Winston, Inc.

Sally Ayres Ellis v

Heirs or devisees of
E. E. MacGibbon

Jan M. Fox

Scutheast Banks Trust
Company, Trustee of the
Helen Chase Rand Trust

San Diego Trust & Savings
Bank, Trustee of the
Marian M. Whitney Trust

v
James W. Coll
Charles H. Coll d

v

Jon F. Coll

Shirley Hester

Ross Edwards Hester
Nancy Oliver

Sharon Willaby
Barbara Cummingéy
Catherine Chenault

Raymend Henry

EXHIBIT "A"

ADDRESS
P. 0. Box 864
Midland, TX 79702

771 Crescent Drive
Boulder, CO 30303

c/o John E. MacGibbon &
Lucinda H. MacGibbon, Co-
Executors of the Estate
of E. E. MacGibbon

321 Lowell
Elk River, MN 55330
5805 Winneguah Road
Madison, WS 53716

P. O. Box 267

Sarasota, FL. 33578

P. 0. Box X-1013
San Diego, CA 92112

111 East 22nd St., Apt. 103
Roswell, NM 88201

Rt. 2, Box 134
Roswell, NM 88201

46 Riversgide Drive
Roswell, NM 88201

General Delivery
Kilgore, TX 75662

General Delivery

“San Francisco, CA 94101

Rt. 8, Bex 40
Huntsville, TX 77340

P. O. Box 974
Wiley, TX 75098

4207 West Wind
Arlington, TX 76010
Rt. 1, Box 65BC

Royce City, TX 75089

409 Maple Street

3reenville, TX 74081

INTEREST

2/64 MI

1/2560

172560

1/7680

1/2560

1/2560

Mr

MI

MI

MI

MI

3/512 M1

3/512 MI

3/512 MI

1/1080
1/16290
1/9720
1/9720
1/9720
1/9720

1/9720

MI

MI

MI

MI

MI

ML

MI




NAME

T, J. Wilroy

Homer Dean {or issue)

apparently Ana Dean

(widow) and Cathy Dea:n,

lfomer Dean, Jr., Margarat

Dean, Delvin Dean {children)
4

Champlin Petroleum Co.

Yates Petroleum Corp.

_ v’
Yates Drilling Company

v/
Myco Industries, Inc.
Abo Petroleum Corp. v
7

Amoco Production Co.

Unknown heirs or devisces of:

Frances E. Andrews
Lester R. Badger
Helen H., Bristol
Frank H. Carleton
Paul Dickerson

James G. Bennett, Sr.
Paulina S§. Bennett
John Marshall

James J. Norton

Dan Phillips

Rufus R. Rand
Frederick $. Winstcn
Howard Ayres
Marguerite Ayres

Roy Hartman or if dead, his
unknown heirs or devisees

Lillian Hinkle Coll, Trustee

under Last Will and Testament

of M. W. Coll
v
Max W. Coll 11 ~

Unknown heirs or devisees of
John and Sara Hook

Tracy Clark
Bob Boling Y

Mary Boling

- ADDRESS

General Delivery

Crockett, TX 75835

General Delivery

Maracaibo, Yenezuela

P. C. Box 7

INTEREST

1/162 MI

1/108 M1

1/2 x 75/192- % 13/16 W1

Fort Worth, T4 76101 + 1/2 x 21/192 x 5/6 W1

207 South 4th 8t.
Artesia, KM 83210

207 South 4th 8t.
Artesia, HM 88210

207 South 4th St.
Artesia, NM 88210

207 South 4th St.

Artesia, NM 88210

P. O. Box 3032.
Houston, TX 77001

Unknown

Unknown

v Unknown

Unknown

Unknown

Unknown
Unknown
Unknown.

i/2 = 1/4 x
13/16 x 85/480 WI

1/2 x 1/4 x
13/16 x 85/480 W1

1/2 = 1/4 %
13/16 x 85/480 W1

1/2 % 1/4 x
13/16 x 85/480 WI
1/6 x 3/4 WI

Hone

1/80 M1

1/128 MI

3/512 MI
Sone

3/320 M1
1/640 MI
1/640 MI




MAME

QRandall Fields Montgomery
D George Slaughter Gatewood
Myrtie lescer
Jean G. Clark

Unknown igsgsue of:

Laura Gatewood except
Laura Yiclet Rohertson

Billy Gatewood
Baetty Gatewood Hester
Mary Fifer Nott
Nora "Jake" Henry
Wm. Herman Henry, Jr.
l.aura Schirmacher

Heirs or devisees of:
Georgia Ann Hester
Avig Gatewood Henry
Forest Arlington Henry

Unknown heirs or devisees of:
Elizabeth Mae Hester
Raymond Hester
Hal Edward Hester
Willie Belle Hester Fifer
John Bdward Fifer
Willie Fifer Bertholf
Mildred Fifer Reed
Leslie Fifer Drake
Mary Lee MNott Lockwood
Wm. Herman Henxy
Ageline Allee Henry
Carrie Hester Dean
Stephen A. Dean
Laura Hester Cook
Katherine Jackson
Jimmie Wilroy
Nancy Hester {ook
Thomas Clyde Hester
Jack Adams Hester

Unknown

Unknown

Unknown

Unknown

Unknown

Unxnown

Unknown

INTEREST
5/640 MI
5/48 M1

1/1080 MI
1/540 M1

Hone

1/54 MI
1/216 MI
1/216 MI

None




CTpTE OF NPP MEXICO
EMEPCY AND MINERALS DEPAPTHENT

OIﬂ CONSERVATION DIVISTON

IN THE MATTEP OF THE HEARING (;jjf f;
/
CALLED BY THE OTL CONSERVATION | ,747

DIVISICN FOR THE PURPOSE OF

1
i/
/ ! CONSIDERING:

CASE NO. 7484

Orderxr No.Ib-é?f?

APPLICATION O¥ ANADARKO PRODUCTION COMPANY
FOR COMPULSORY POOLING, EDDY COUNTY,

MEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on February 17,
1982, at Santa Fe, HNew Mexico, before Examiner Richard L.

Stamets. v ’ e

NOW, on this : day of February, 1982, the bivision
Director, having considered the testimony, the record, and the
recommendations of the Examiner, and being fully advised in the

premises,

:
:
.

FINDS:




(1) That due public notice having been given as required

by law, the Division has fgurisdiction of this cause and the

subject matter thereof.

{2) That the applicant, Anadarko Production Company, seeks
an order pocling all mineral interests in the Atoka and Morrow
formations underiving the E/2 of Section 1, Township 19 South,

Range 25 East, NMPM, EAddy County, MNew Mexico.

{(3) That the applicant has the right to drill and

proposes to drill a well at a standard location thereon.

(4) That there are intérest owners in the proposed

proration unit who have not agreed to pcol their interests.

(5) That to avoid the drilling of unnecessary wells, to
protect correlative rights, and to afford to the owner of each
interest in said unit the opportunity to recover or receive
without unnecessary expense his just and fair share of the'gas
in said pool, the subject application should bhe approved by
pooling all mineral in£erests, whatever they may be, within

said unit.

(6) That the applicant should be designated the operatof

of the subject well and unit.

(7) That any non-cchsenting working interest owner should
be afforded the opportunity to pay his share of estimated well
costs to the operator in lieu of paying his share of reasonable

well costs out of productien.




(8) That any’non~consentﬁng working interest owner who
does not pay his share of estimated well costs should have
withheld from production his share of the reasonable well costs
plus an additional 4&@12*_¢ percent thereof as a reasonable

chérge for the risk involved in the drilling of the well.

(9) That any non-consenting interest owner should be
afforded the opportunity to obiect tc the actual well costs but
that actual well costs should be adopted as the reasonable well

costs in the aksence of such objection.

{10) That following determination of reasonable well
costé, any non-consenting working interest owner who has péid
his share of estimated costs should pavy to the operator any
amount that reasonable well costs exceed estimated well costs
and should receive from the operator any amount that paid

estimated well costs exceed reasonable well costs.

o ,
(11) That $28%0 per month while drilling and

$ 22232 per month while producing should be fixed as
reasonable charges for supervision (combined fixed rates); that
the operator should be authorized‘to withhold from production
the proportionate share of such supervision charges attributable
to each non-consenting working interest, and in addition
thereto, the operator should be authorized to withhold from
production the proportionate sharé of actual expenditures
required for operating the subject well, not in excess of what
are reasonable, attributable to each non—conséhting workihg

interest.

(12) That all proceeds from production from the subject

TR TR




well which are not disbursed for any reason should he placed in
escrow to be paid to the true owner thereof upon demand and

proof of ownership.,

(13) That upon the failure of the operator of said pooled

unit to comrence drilling of the well to which said unit is

dedicated on or before /, /ngb/'/ , the order
pooling said unit should becga null and void and of no effect

whatsoever.

IT IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be, in
the Atoka and Morrow formations underlyinrg the E/2 of Section 1,

Township 19 South, Range 25 Fast, NMPM, Eddy County, New Mexico,

are hereby pooled to form a standard g;{d ~-acre gas
spacing and proxation unit to be dedicated t¢' a well to be

drilled at a standard location thereon.

PROVIDED HOWEVER, that the operator of said unit shall

commence the drilling of said well on or before the /J 74 :

~

‘day of _MA;__ , 1982, and shall thereafter continue
v

the drilling of said well) with due diligence to a depth

sufficient to test the Atoka and Morrow formations;

PROVIDED FURTHER, that in the event said ‘operator does not

commence the drilling of said well on or before the /5 7

v

day of ,4:—- , 1982, Order (1) cf this crder shall
7 S
be null and void and of no effect whatsoever, unless said

operator obtains a time extension from the Division for good

cause shown.




PROVIDED FURTHER, that should said well ncet be drilled to

completion, or abandonment, within 120 days after commencement
thereof, said operator shall appear before the Division
Director and show cause why Order (1) of this order should not

be rescinded.

(2) That Anadarko Production Company is hereby designated

the operator of the subject well and unit.

{3) That after the effective date of this order and
within 90 days prior to commencing said well, the operator
shall furnish the Division and each known working interest
owner in the subject unit an itemized schedule of estimated

well costs.

(4) That within 30 davs from the date the schedule of
estimated well costs is furnished to him, anv non-consenting
working interest owner shall have the riqht to pay his share of
estimated well costs to the operator in lieu of paying his
share of reasonable well costs out of production, and that any
such owner who pays his share of estimated well costs as
provided above shall remain liable for operating costs but

shall not be liable for risk charges.

(5) That the operator shall furnish the Division and each
known working inte;est o&ner an itemized schedule of actual
well costs’wifhin‘;o days following completion of the well;
that if no objection to the actual well costs is received by
‘the Division and the Division has not,objécted within 45 days

following receipt of said schedule, the actual weli costs shall

be the reasonable well costs; provided however, that if there




is an obicction to actual well costs within said 45-day pericd
the Division will determine rcasonable well costs after public

notice and hearing,

(6) That within 60 days following determination of
recasonable well costs, any non-consenting working interest
owner who has paid his share of estimated cocts in advance as
provided above shall pav to the operator his pro rata share of
the amount that reasonable well costs exceed estimated well
costs and shall receive from the operator his pro rata share of
the amount that estimated well costs exceed reasonable well

costs.

(7) That the operator is hereby authorized to withhold

the following costs and charges from production:

(A} - The pro rata share of reasonable well
costs attributable to each nc..-consenting
working interest owner who has not paid
his share of estimated well costs within
30 days from +the date the schedule of
estimated well costs is furnished to him.

(B) As a charge for the risk involved in the
drilling of the well, -
percent of the pro rata share of
reasonable well costs attributable to each
non-consenting working interest owner who
has not paid his share of estimated well
costs within 30 days from the date the
schedule of estimated well costs is
furnished to him.

(8) That the operator ‘shall distribute said costs and

‘charges withheld from production to the parties who advanced

the well costs.

oo . :

: (9) That $ ,285‘0 per month while drilling and
$372 per month while ﬁroducing are hereby
fixed as reaqonable charges for supervision (combined fixed
rates) ; that the operator is hereby authorized to withhold
from production the proportionate share of such supervision
charges attributable to each non-consenting working
interest, and in addition thereto, the operator is hereby
authorized to withhold from production the proportionats




share of actual expenditures required for operating such
wall, not in excess of what axe reasonable, attributable to
each non-consenting working interest.

(10) That any unsevered mineral interest shall be
considered a seven-eighths (7/8) working interest and a
onc-eighth {1/8) rovalty interest for the purpose of allocating
costs and charges under the terms of this order.

(11) That anv well costs or charges which are to be paid
out of production shall be withheld only from the working .
interest's share of production, and no costs or charges shall
be withheld from prcduction attributable to rovalty interests.

(12) That all proceeds from production from the subject
well which are not disbursed for any reason shall immediately
be placed in escrow in Eddy Countv, New Mexico, to be paid
to the true owner thereof upon demand and proof of
ownership; that the operator shall notify the Division of
the name and address of said escrow agent within 30 days
from the date of first deposit with said escrow agent.

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

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

STATE OF NEW MEXICO
OIT, CONSERVATION DIVISION

JOE D. RAMEY,
Director

SEAIL
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STATE OF NEW MEXICO
DEPARTMENT OF RATURAL RESOURCES

0TI, CONSERVATION DIVISIOR

IN FPHE MATPER OF THE APPLICATION

OF ANADARKO PRODUCTION COMPANY Case No.
FOR COMPULSORY POOLING, EDDY
COUNTY, WEW MEX1CO

APPLICATION _

COMES NOW rnadarko Production Company, and hereby makes
application for compulsory pooling of all mineral interest
in the Atoka and Morrow formations underlying the E% Sectiocn 1,
Township 19 South, Range 25 East, N.M.P.M., Eddy Ccunty, New Mexico,
containing 320 acres, more or less, and for grounds thercof states:

1. hApplicant has been diligent in its efforts to form a
proration unit for the drilling of a well, to be located approxi-
mately 1,980 feet from the South line and 1,980 feet from the
East line of said Section 1, but there remains non-consenting
interest owners in the subject proration unit whc have not agreed
to the pooling of their interecst.

2. That to avoid the drilling of unnecessary wells, to
protect correlative rights, and to afford the owner of ecach
interest in said proration unit the opportunity to recover
or receive without unneccessary expense his just and fair share
of the gas and aésociated hydrocarbons producible from the
Atoka and Morrow formations, this regulatory body should approve
the pooling of all mineral interest, whatever they may be,
wzZthin said un:it.

3. Applicant proposes to dedicate the sSubject proration
unit to thé well to be located as aforesgid.'

4. Applicant seeks permission~to withhold the proceeds'
from production attributable to each non;consenting korking:”
interest owner, and 7/8ths of-p}oduction attributable to eaéh
non-consenting mineral interest owner, until such time as each

interest's share the cost of said‘well has been recove;ed pPlus




200% therecof as a charge for risks involved in drilling a
well. |

5. That after due public notice, this regulatory Lody
entey its order gfanting compuslory pooling in accordance with
this Application, fixing a charge for risk, fixing a per month
cost for operatiﬁg the well, and granting to each non-consenting
working interest owner and cach non-consenting mineral interest
owner the privilegye to Jjoin in the payment of drilling the
well in accordance with law. That such order should furtherx
provide that the Applicant be appointed as Qperator of the
well.

Respectfully,

ANADARKO PRODUCTION COMPANY

By

Philip T. Brewer

Attorney at Law

P. O. Box 11840

Roswell, New Mexico 88201
(505) 622-8432

xc: Certified Mail to each entity
whose address is known, as shown
on Exhibit "A" attached hereto.

xc: Uncertified to:

Anadarko Production Company
(Midland}




NAME

Marshall & Winston, Inc.
Sally Ayres Ellis

Heirs or devisees of
E. E. MacGibkbon

Jan M. Fox

Southeast Banks Trust
Company, Trustee of the
Helen Chase Rand Trust

San Diego Trust & Savings
Bank, Trustee of the
Marian M. Whitney Trust
James W. Coll

Charles H. Coll

Jon F.»Coll

Shirley Hester

Ross Edwards Hester
Nancy Oliver
Sharon Willaby
Barbara Cummings
Céthefi;e Chenault

Raymond Henry

EXHIBIT AT

ADDRESS
P. 0. Box 864
Midland, TX 79702

771 Crescent Drive
Boulder, CO 80303

¢/o John E. MacGibbon &
Lucinda H. MacGibbon, Co-
Txecutors of the Estate
of E. E. MacGibbon

321 Lowell
Elk River, MN 55330
5805 Winneguah Road
Madison; WS 53716

P. O. Box 267

Sarasota, FL 33578

P. O. Box X-1013
San Diego, CA 92112

111 East 22nd St., Apt. 103
Roswell, NM 88201

-Rt. 2, Box 134

Roswell, NM 88201

46 Riverside Drive
Roswell, NM 88201

General Delivery
Kilgore, TX 75662

General Delivery

San Francisco, CA 94101
Rt. 8, Box 40
Huntsville, TX 77340
P. O. Box 974 .

Wiley, TX 75098

4207 West Wind
Arlington, TX 76010
Rt. i, Box 65BC

Royce City, TX 75088
409 Maple’Street
Sreenville, TX 74081

3/64 MI

1/2560 MI

1/2560

1/7680

1/2560

1/2560

MI

MI

MI

3/512 Mi

3/512 MI

3/512 MI

1/10890

1/1620

*1/9720

1/9720
1/9720
1/9720

1/9720

MI

MI

M1

MI

MI

MI

MI




Marshall & Winston, Inc.
Sally Ayres Ellis

Heirs or devisees of
E. E. HMacGibbon

Jan M. Fox

Southeast Banks Trust
Company, Trustee of the
Helen Chase Rand Trust

San Diego Trust & Savings
- Bank, Trustee of the
Marian M. Whitney Trust
Jarmes W. Coll

Charles H. Coll

Jon F. Coll

Shirley Hester

Ross Edwards Hester
Nancy Oliver

Sharon’ Willaby

Barbara Cummings

Cathérine Chenault

Raymond Henry

EXIIBIT "A"

ADDRESE
P. O. Box 864
Midland, TX 79702z

771 Crescent Drive
Boulder, CO 80303

c/o John E. MacGibbon &
Lucinda H. MacGibbon, Co--
Executors of the Estate
of E. E. MacGibbon

321 Lowell

Elk River, #sN 55330

5805 Winnequah Road
Madison, WS 53716

P. G. Box 267

Sarasota, FL 33578

P. O. Box X-1013
San Diego, CA 92112

111 Bast 22nd St., Apt. 103
Roswell, NM 88201

Rt. 2, Box 134
Roswell, NM 88201

46 Riverside Drive
Roswell, NM 88201

General Delivery

Kilgore, TX 75662

General Delivery
San Francisco, CA 94101

Rt. 8, Box 40
Huntsville, TX 77340

P. O. Box 974
Wiley, TX 75098

4207 West Wind
Arlington, TX 76010
Rt. 1, Box 65BC

Royce City, TX 5089

409 Maple Street
Sreenville, TX 74081

4

INTEREST

e e e e

3/64 MI
1/2560 M1

1/2560 M1

1/7680 M1

1/2560 MI

3/512 MI
3/512 MI
3/512 MI
1/1080 MI

1/1620 MI

"1/9720 MI

1/9720 MI
1/9720 MI
1/9720 U1

1/9720 M1




NAML

T. J. Wilroy

llomer Dean (OoY issue)
apparxently Ana Decan

(widow) and Cathy Dbean,
Homer Dean, Jr., Margaret

: Dean, Delvin Dean {(children)

Champlin Petroleum Co.
Yates Petroleum Corp.
Yates Drilling Company
Myco Industries, Inc.
Abo Petroleum Corp.
Aamoco Production Co.

Unknown heirs or devisees of:
Frances E. Andrews
Lester R. Badger
Helen H. Bristol
Frank H. Carleton
Paul Dickerson
James G. Bennett, Sxr.
Paulina S. Bennett
John Marshall
James J. Norton
Dan Phillips
Rufus R. Rand
Frederick S. Winston
Howard Ayres
Marguerite Ayres

Roy Hartman or if dead, his
unknown heirs or devisees

illian Einkle Coll, Trustee
under Last Will and Testament
of M. W. Coll
Max W. Coll II

Unknown heirs or devisees of
John and Sara Hook

Tracy Clark
Bob Boling

Mary Boling

ADBRISS

Genaeral Delivery
Crvockett, X 75835

General Delivery
Maracaibo, Veneczuela

P. 0. Box 7
Fort Worth, TX

207 South 4th St.
Artesia, NM 88210

207 South 4th St.
Artesia, WM 88210

207 South 4th St.
Artesia, NM 88210

207 South 4th St.
Artesia, NM 88210

P. O. Box 3092
Houston, TX 77001

Unknown

Unknown
Unknown
Unknown
Unknown

Unknown -
Unknown

Unknown

1/2 x 75/192 x i3/)6 Wi
76101 + 1/2

ey

[N rEREST

Y162 Ml

17108 M2

X 21/192 x 5/6 W1

1/2 »x 1/4 »
13/16 x 857480 W

1/2 % 1/4 x
13/16 x 85/480 W

1/2 x 1/4 x .
13/16 x 85/480 Wil

1/2 x 1/4 %
13/16 x 85/480 W
1/6 x 3/4 Wi

Mone

1/80 MI

1/128 M1

3/512 MI
None

3/320 MI
1/640 MI

1/640 MI



f
NAMI; ‘ ADDRESS IRTERRSY
Randall Fields Montgomery Unknown 57640 M
Goorge Slaughter Gatewood Unknown 57408 M
Myrtle Dester Unknown 171080 MI
Jean G. Clavk ' Unknownr ' . 1/540 M1
Unknown issue of: ‘Unknown None
Laura Gatewood except

Laura Violet Robertson
Billy Gatewood
Betty Gatewood Hester
Mary Fifer Nott
Nora "“Jake" Henxy
Wm. Herman Henry, Jr.
Laura Schirmacher

Heirs or devisees of: Unknown
Georgia Ann Hester 1/54 M1
Avis Gatewood Henry 1/216 M1
Forest Arlington Henry 1/216 MI
Unknown heirs or devisees of: Unknown None

Elizabeth Mae Hester
Raymond Hester

Hal Edward Hesterxr
Willie Belle Hester Fifer
John kEdward Fifer
Willie Fifer Bertholf
‘Mildred Fifer Reed
Leslie Fifer Drake
Mary Lee Nott Lockwocd
Wm. Herman Henry
Agelinre Allee Henry
Carrie Hester Dean
Stephen A. Dean

Laura Hester Cook
Katherine Jdackson
Jimmie Wilroy

Nancy Hester Cook
Thomas Clyde Hester
Jack Adams Hester

W e X
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