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BEFORE THE OIL CONBERVATION COMMISSION
STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING CALLED
oY THE OILL COLSERVATION COMMIBEICH
rP NWU MEYTCO FOR THE PURPOBR OF

CONBIDERING:

THE APPLICATION OF SLICK OIL CORPORA-
TIOK FOR APPROVAL OF THE SLICK UMIT
AGRERMENT EMIRACING 1,94 ACRES,
NORE OR LESS, LEA COUNTY, MEXICO,
CONBIBTING OF ALL OF S8SCTION 36,

T. 12 8., R. 3b E., SBEiy—ty~dy-hD

F] . 5
Rr-3%W., Lots 1, 2, 3, A 4, 83N
83 of BECTION . AHD 1LOTS L AND 2,
BB¢ P SECTION 2, . 13 5., R. 3k

CASE NO.

~
ReeIih,, F.M.P.H.

Nt Qs Nt St St Cnat” e St st “cans? W NtV st Cont? W et gt “wur

tew Mexzicou (ii Corservablion COmLissliscii
Banta Pe, Hew Mexico

Comes the undereigned, the Siick Oil Corporatiun, with offices
at Houaton, Yexes, aiud Uilzss herewitll Glrés copiss of the proposed unit
agreement for the deveiogwent and operation of the Siick Unit Area, lea
County, New Mexifc =pd Nereby aakes applicstion for the approval of
sajid unit sygrecment a8 provided Ly lsw, and iu support thereof, shows:

1. ‘oat the proposed unit area covered by saia agreement
embraces 1,595” acres, more or less, amore particuwiarly described as
follows:

NEW MEXICO PRINCIPAL MERIDIAN, NEW MEXICO

Township 12-South, Range 34-East

Section 36: Ail

Township l3-South, Range j4-Last

Bection 1: Lots 2, 2, 3, apd & s%m-%, Sy
Bection 2: Lots 1 and 2, S} NE%

» SEg

2. That the ianis ewbraced within the proposed unit area are
ell State lands.

3. That appiicant is informed and belilieves, and upon such
iaforme%ion and beliel, staves; That the proposed unit area covers
substantialiy all of the geo.ogical features involved, and in the event

of the discovery of oii or gas thereorn, that saild unit agreement wiil

permit the producing area tu be ceveloped ana operated in the interest




of conservation and the preveution of waste oif' the uniticed suvstarces.

k. That the S.ick CiL Corporution (s designated ag unit
operator in said unit agreement, ind as such is giveu authority under
the terms thereof to cerry on sll cperations necessary Ior the deve.op-
meut awi operaitlon of the unit area fOor Gii anid ¢as, Subjuch Lo all
applicacle laws and reguiations. That saiu unit sgreement provides
for the commencement of a test well ror oil and ;85 upon some part of
the lands embraced in the unit area within 30 days frow the effective
date of wvhe unit agreement and for the drilling thereof with auve
diligence, Lo a depth sufricient to test the Devonian {ormatior or to
such a depth as unitized substances snall be dlscoverca in paylng
quantities if at a lesser depth; provided, hovever, operator is not
required in any event to drill said well to a depth in excess of
13, 700 feet.

5. Th=t sald unit agreement is in substantially the same rform
a8 unii agreements heretofore approved by tne Comuicsioner of Pubiic
Lands of the State of lew Mexico and by the liew Moxico QOil Conservation
Commission, ana it is believed that in the event oil or gas iu paying
quantities is discovered on the lands within the unit area, that the
field or aree can be developed more economically and efUiciently under
the terms of said agreement, to the end that the maximum recovery will
be obtained, and that said unit agreement is in the interest of the con-
servation of oil and gas and the prevention of waste as contemplated by
the Nev Mexico 0il Conservation Commission statutes.

6. That applicaticn is being made for the approval of said
unit agreement by the Coammissioner of Public Lands of the State of New
Nexico.

7. That upon an order beirg enterced by the New Mexico Oii
Conservation Commission approving said unit agreement and after approval
thereof by the Commissioner of Pubilc iLands of the State of Nevw Mexico,
ap approved copy thereof will be filed with the New Mexico Uil Conserva-
tion Commission.

WHEFEFQORE, the undersigned appiicant respectiruily requests

-2 -




that a public hearing be held ou the matter of the approval of said unit

agreement and that upop said hearing, saic unit sgreement be approved vy
the Nev Mexico Oil Cooserwvation Cammiesion as veing in the interest of
conservation and prevention of waste.

DATED this the /Sffiday of _JLL 7 , 195,

Respecifully submitteu,

SLICK OIL CORBWMRATION

-/ o/
aY: - //H;(’/’“<b(¢‘///i”:é_,1“il/

/y(ce? Pﬁi—,‘su)&» 7




BEFORE THE QOIT. CONSFR VA TION COMAITIATART
OF THE STATE OF NEW MEXICO

IN THE MATTER CF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF THE STATE OF NEW
MEXICO FOR THE PURPOSE OF
CONSIDERING:

CASE NO, 1286
Order No. R-1030

THE APPLICATION OF SLICK OIL
CORPORATION FOR THE APPROVAL

QOF SLICK UNIT AGREEMENT EMBRACING
i596 - ACRES, MORE OR LESS, LOCATED IN
TOWNSHIPS 12 AND 13 SOUTH, RANGE 34
EAST, NMPM, LEA COUNTY, NEW MEXICO.

ORDER OF THE CCMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9:00 o'clock a. m. on August 7, 1957,
at I:..bbs, New Mexics, before Warren W. Mankin, Examiner duly appointed by the
Qil Conservation Commission of New Mexico, hereinafter referred to as the "Com-

mission'' in accordance with Rule 1214 of the Commission Rules and Regulations.

NOW, on this 14th. day of August, 1957, the Commission a quorum
——
being present, having considered the application, the evidence adduced and the re-

commendations of the Examiner Warren W. Mankin, and being fully advised in the
premises,

FINDS:

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

{2) That the proposed unit plan will in principle tend to promote the
conservation of oil and gas and the prevention of waste.

IT IS THEREFORE ORDERED:

1. That this order shall be known as the

SLICK UNIT AGREEMENT ORDER

2. {a) That the project herein referred to shall be known as the
Sl.ck Unit Agreement and shall hereinafter be referred fo as the "Project.”
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Order No. R-1030

{b) That the Plan by which the project < .all be operated shall be
embraced in the form of a unit agreement for the development and operation of the
Sitck Unit Area, referred to in the Petitioner's petition and filed with said petition,
and such plan shall be known as the Slick Unit Agreement Plan

3. (a) That the Slick Unit Agreement Plan shali be. and hereby is,
approved in principe as a proper conservation measure; provided, however, that
r.o'withstanding any of the provisions contained in said unit agreement, this approval
shall not be considered as waiving or relirquishing in any manner any right, duties or
obligations which are now, or may hereafter. be vested in the New Mexico Oil Con-
servation Commission by law relative to the supervision and control of operations for
evploration and development of any lands committed to saiu Slick Unit Agreement, or
relative to the production of oil and gas therefrom.

(b) That the unit operator periodically shall file with the Com-
mission a Slick Unit Statemcent of Progress, summarizing operations for the exploration

and development of any lands committed to said Slick Unmit Agreement. This state-
ment of progress shall be filed within 30 days after the expiration of each six-months
period during the term of the unit agreemert. and shall contain such pertinent data as

may be necessary for the Commission to determine the pregress being made in the
Slick Unit Area.

4. {a) That the unit area shall be:

NEW MEXICO PRINCIPAL MERIDIAN

TOWNSHIP 12 SOUTH, RANGE 34 EAST
Section 36: All

TOWNSHIP 13 SOUTH, RANGE 34 EAST
Section 1: Lots 1, 2, 3 & 4. S/2 N/2 & 5/2
Section 2: lotsl & 2. S/2 NE/4 & SE/4

containing 1596 acres more or less.

5. That the unit operator shall file with the Commission an executed

original or executed counterpart of the Slick Unit Agreement within 30 days after the
effective date thereof.

6. That any party owning rights in the unitized substances who does not
commit such rights to said unit agreement before the effective date thereof may there
after become a party thereto by subscribing to such agreement or counterpart thereof,
or by ratifying the same. The unit operator shall file with the Commission within
30 days days an original of any such counterpart or ra:ification.
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Qrder No. R-1030

7. That this Order shall become effective upon the approval of said unit
agreement by the Commaissioner of Public L.ands of New Mexico, and shall terminate

ipso facto upon the termination of said unit agreement. The last unit operator shall
immediately notify the Commission in writing of such termination.

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

STATE OF NEW MEXICO
OIL CONSERVATIUN COMMISSION

EDWIN L. MECHEM, Chairman
MURRAY E. MORGAN, Member

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

Ra



7/ DOMESTIC SERVICE

TELEGRAM

$ - . INTERNATIGNAL SERVICE N
Check theclass of service dusired; 4 Check the ¢lass ofscrvice desired:
otherwise this message will be '\ otherwise the message wiil be

sent as 3 fast telenrzm S . JL sent at the full eate

E B i 1208 (4.351 f FULL RATE

DAY LETTER £
N\ VIGHT LETTER Ve W. P. MARSHALL. presioenT \SHORE SHIP
NO. WDS.-CL. OF SVC. PD. OR COLL. CASH NO. CHARGE TO TE ACCOUNT GF TIME FILED

COLLECT

11:00 AM,

Send the following message, subject to the terms on back hereof, which are hereby agreed to

SLICK OIL

12 RANY
S W arPuevas

CORP, AUGUST €, 1957
OF THE SOUTHWEST BLIG.

HOUSTON, TEXAS

ATTENTION:

MR, SAMUEL E, SIMS, VICE PRESIDENT

SLICK UNIT AGREEMENT APPROVED AS HEARD IN CASE 1286.

A. L. FORTER, JR.
OIL COMSERVATION COMMISSION




ALL MESSAGES TAKEN BY ° 'IS COMPANY ARE SUBJECY TO ° 1€ FOLLOWING TERMS:

To guard agaimst mir*1kes or detays, the sender of a memage should order 18 repented, that 18, telegraphed back to the orivinating uffice for conue Fan For thio onc-hsll the
unrepes’ mesnage rte 19 char o addifton, Unless otherwise indleated on 1i8 face, this s an u.xrcpoau:d message and paid for w such, o Soteabloration wihereaf g ts 8 vred hetweet
the sehder of the message and the » steyraph Cotipany as follows.

1. The Fetegrnph Company shali not Lie Hable for mistakes or delavs in the tranamission or del very, or for non-delivery, of any m-nwd for rratemtaet;: y 8t Lhe unrepeated-
mesnage rete beyond the sum of dve aundred dollars; nor for mistakes or dv-lays fn the transminsion or delivery, or for nonsdelivery, of & ,» ree ved for transat fon Al tha pepeatod-
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caused by ‘the pegligence of (i3 setvu2is of otherwise, beyond the actual loss, not exceed'nx fa 8oy event the sum of uve thousaud dollurs, at whivy stnount
represents thag the mmme is valued, unrc‘c« a preater valus (e stated in writ/eg by the sender thereof at the time the mossage I tendered ar transmidelon, gl e the repasteod-message
rute I3 paid or agroed to patd and an additicnal charge cgual W one-tenth of one per ceat of the arnount hy wilch such valuation shall exceed Ave IhOUSAG: Aollncs.

destinnzt 3 Tbe Telcyraph Company Is hereby made the agent of the sender, without Habllity, to forward this message over the Uaes of any other company whea necerdary Lo reach Its
natfon,

Thenppumbie tarify ehu‘ﬁes OT 8 toessage dertined to any Doint 1o the continental United States listed in the Tel eqraph Company s Directory of Stations cover i delivery witlun
the extahlistred city or community {mizs of the destination polut. Boyand wch {fmnits and to points Dot Isted o the Telegraph Compaty s Directory of Stutions, the Telesraph Campiny dooes
not undertake 1o make delfvery bus will endesvor to arrange for deily m&v by any avallable means a3 the agent of the sender. with the ynderstanding that the sender Authion. ey the Jollastinn
of any addittonal ehiarge from the adriressee and agress to pay <uch additlonal eharge i it [s not collected from the addressce.

5. N0 responsibility atncb

10 the Telrmraph COMDPANY CONCATTT . TATTLIES Willl Le SAME are acrepted at one of its traramitting offices: and If a messase §8 sent to sych offire py
qte ot 'he Tetmraph Camp.r SChgtr ~, U 1CLS {or thut purTpose o Um ne of the gender; exeept that when the Telegraph Compriny cends o Messengoer 1o ck UP B Mexdsuge, the wese
~CTECT lia (LME 1NTANCE WS fud Lhe agcm of the Telrgraph Camy ay (o accopt:ng the measace, the c:r‘z'auh Compagy asaming responsibitity fram the tlme of such seceptance.

6. The Telegraph (‘ompan y wiil not be able lor damnns or stitutory penalties when (he claim I2 not presented in writing o the Tetegraph Commny {a) within pirety daya
sfler the Mmessage i filed with the ielexraph Compaoy for transnission in the cuse of A message betwoen polits within the | mwd States {except in the case of 1t intrastite noossage in
Texas) or between a point in the Uulted States an the anc hand el 4 point In Alasla, Cunnds, Mextco, or St, Plorre-\iguelon (slanda on the other handg. or heiveen a paint (o the Unired
States and a ship at sen or in the air, (b) within 45 days after the cau:e of action, 1t .my, shall have zeeraed {n tie case of mxut 1te mnssaga in Texas, and (¢} withln ISU (uys after
the messake is Bled with the Telegraph Co~ avy for trsnsmisaion In the ease of a message between a polnt Ia the United States and a foreiga of overseas point other thun the pooats
f\m: O‘e?guub:,w Gt L;E%am taph: provided, however, that this cundition shall not appiy to ciuims tor damages of overcharges within the pirview of Section 415 of the Communicitions

" as pruended. -

roorsage, whethier
¢ sender of osch wossage

t 13 agreed that In any action by the TPngr:wh Compagy to recover the tolls for any inessage or messages the prompt and oorrect traoxmi-sion and delivery thereof shall he
pmumed sub)ect to rebuttal by competent evidenos,
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TELEGRAM
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Feonumical overulght service. Arcepted untn 2 A, M. for delivery the Inliowicg morning; ettt sy
&t ratey lower thun the Teiegram or Day Letier rutos,
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BEFORE THE CIL CONSERVATION COMMISSION
GF THE STATE OF REW MEXICO

_IN THE MATTER OF THE HEARING
CALLED BY THE GIL CONSERVATION
. COMMISSION OF THE STATE GF NEW
. MEXICO FOR THE PURPOSE OF

' CONBIDERING:

CASE NO., 1288
Order No. R-1030

. THE APPLICATION OF SLICK OIL

. CORPORATION FOR THZ APFPRGVAL

EOF BELICK UNIT AGREEMENT EMBRACING
;‘1598 ACRES, MORE GR LESS, LOCATED

. IN TOWNSHIPS 12 AND 13 SOUTE, RANGE
i 34 EAST, NMPM, LEA COUNTY, NEW

! MEXICO,

ORDER OF THE COMMISSION

i This cause came on X0or hearing at ¥:00 o'‘clock a.=m.

‘on August 7, 1857, at Hobbs, New Mexico, before Warren W. Mankin,

! Examiner, duly appointed by the Oil Coaservation Commission of

' New Mexico, bereinsfter referred to as the ‘‘Commission," in
accordance with Rule 1214 of the Commission's Rules and Regulations¢

| NOW, on tkiz . aay of August, 1957, the Commission, a
i guorum being present, Eféing considered the 2pplication, t'e

- evidence adduced, and the recommendations of the Examiner, Warrcen
. W. Mankin, and being fully advised in the premiser,

FINDS:

i (1) That due public notice having been given as required
" by law, the Commission has jurisdiction of this cause and the subjeét
| matter thereof. é
¥ (2) That the proposed unit plan will in principle tend

; to promote the conservation of 0oil and gas and the prevention of

: waste.

IT X8 TEEREFORE CRDERED:

1. That this order shall be known as the
SLICK UNIT AGREEMENT ORDER

L 2. {(a) That the project herein referred tc shall be
- kmown ag the Slick Unit Agreement and shall hereinafter be reterred
- t0o a8 the '"Project.”

{b) That the Plan by whick the prcject shall be
operated shaiil be embraced in the form of a unit agreement for the
developmeat iand operation of the Slick Umit Area, referred to ian
tive Petitioner's petition and filed witk saia petition, and such
plan shsll be known as the Slich Unit Agreement Flan.
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| e
} Case No. 1286
Order No. R-1030

3. (a) That the Slick Unit Agreement Plan sha.l be,

and hereby is, appiroveu iu priucaipic &0 o Dvaner enncervation
measure, provided, however, that notwithstanding any ot tbe
provisions contained in said unit agreement, this approval shall

- not be considered as waliviag or relinquishing in any manner any
right, duties or obligations which are now, or may hereafter, be

' vested in the New Mexico Oil Conservation Commission by law

. relative to the supervision and control of operations for exploration
and development of any lande committed to said Slick Unit Agrevment,
or relative to the production of oil and gas therefrom.

(b) That the unit operator periodically shall file

- with the Commission a Slick Unit Statement of Progress, summarizing
- operations for the exploration and development of any lands coa-
mitted to said S8lick Unit Agreement., This statement of progress
. 8bhall be filed within 30 days after the expiration of euch six-
" months period during the term of the unit agreement, and shall

contain such pertinent data as may be necessary for the Commission
~ to determine the progress being made in the Slick Unit Area.

4. (a) That the unit area shall be:
NEW MEXICO PRIZCIPAL MERIDIAN

TOWNSHIP 12 SOUTH, RANGE 34 EABT
Section J6: All

TOWNBEIP 13 SOUTH, BANGE 34 EAST
Section I1: 1ots 1, 2, 3 and 4, S/2 N/2 & S/2
Section 2: lots 1 and 2, 8/2 hn/4 & SE/4

containing 1596 acres more or less.

: 5. Tbat the unit operator shall file with the Commission
" an executed original or executed counterpart of the Slick Unit
| Agreement within 30 days after the effective date thereoi.

) 6. That any party owning rights in the unitized substancec
- who does not commit auch rights to said unit agreement beiore the

. effective date thereof may thereafter become a party thereto by ;
- subscribing to such agreement or counterpart thereof, or by ratliying
‘ the same. The uait operator shall file witih the Connission within
© 30 days an original of any such counterpart or ratification.

. 7. That this order shall become effective upon the :
' approval of said unit agreement by the Commissioner of Public Lands
" of New Mexico and shall terminate ipso facto upon the termination ot
' said unit agreement. The last unit operator shall immediately ‘
- motify the Cosmission in writing of such termination.

‘ DONE at Santa Fe, New Mexico, on the day snd year herein-
lxahovc designated.

STATE COF NE¥ MEXICO
OIL CONSERVATION COMMISSION

N P~

EDWIK L. MECHEM, Chairman

1

-
-
-

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




BEFORE THE
OIL CONSERVATION COMMISSION
HOBBS, NEW MEXICO

IN THE MATTER OF:

Case 1286

TRANSCRIPT OF PROCEEDINGS

August 7, 1957

DEARNLEY . ME'SR & ASSOCIATES
INCORPORATED
GENERAL LAW REPORTERS
ALBUQUERQUE. NEW MEXICO
3-6691 5-9546
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O!'L CONSERVATION CDMMISSION
P. 0. BOX 871

SANTA FE, NEW MEXICO

August 19, 1957

¥r, Samuel E, Sims
Sliek 0il Corporation
1030 Bank of the Southwest Bldg.

Houston, Texas

Desar Sirt

We enclose two copies of Omier R-1030 issued August 14, 1957,
by the 011 Ccnservation Commission in Case 1286, which was heard on
August 7th at Hobdbs before an Zxaminer.,

Very truly yours,
A. L. Porter, Jr.
Secretary - Director

bp
Encls.
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Auqust 7, 1957

In reply refer to:
Unit Division

Slick Ofi1 Corporation

1030 Bank of the Southwest Building
Houston &, Texes

Ber &lick Unit =
Lea County, N. bex.

Attention: !Yr. ¥, C. Barneburg

Gezatlement

¥Your Slick Unit Aqreement {iow Mexiso il dsonszrve-
| tion Comzission Case No. 1206, approved by telecsam on

: sagust Z, 1957} has been epproved by tac Cosmissloner of
Pubklic Lande as of August -, 17357,

ne eepy 9of the approved soreement iz enclnsed here-

\ with and one copy given to :r, R. H, Yorthinston, of the

\ Phillips Petroleum Tompany, who has been fgsued a temporary

k recelpt In acknowled:; ment of his payment of the fifteen
dollare 1915.00) to cover the filinn fee. The Officiel

Reczlpl for this amount will be malled to ou &s soon as
it {s iwmsued.

Very truly sours,

FURRARY . MCRGAN
Commissioner of Pybllic Lande

-2
‘-.
23

5 Tez 2ilberry, Supervisor
Jil and Cas Department

¥E. TR/ m
Inece

At

CCt TXwlantyg ‘e
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157 NS 2 K August 5, 1957

In reply refer to:
Unlit Division

Slick Oil Corporation
1030 Bank of the Southwest Building
Houston, Texas

Re: Proposed Unit Aqreement for the
Slick Unit Area =
Lea County, New Mexico

Attentlon: #Mr, VW, C. Barneburg

Gentlemen:

In regard to your letter of august i, 1957, and
our telephone conversation of July 31, 1957, we have
inserted copies of Paragraph 8B into your Unit Agreement
and have handed to the New Mexico Oil Conservation Com-
mission coples of the paragraph, notifying them that
this insertion has been approved by our attorney,
Mr. Oscar Jordan,

Very truly yours,

MURRAY =. MOROAYM
Commissioner of Public Lsnds

By: Ted Bilberry, Supervisor
011 and Gas Department

MEMIMMR/m

¢ccy 2CC-Santa Fe




in reply reler tos o
Unit Divigiun e

Slick Gl Cornorntion
10C0 Rank of ihe Southwest
Houston, Texas

Attention: NMr. Y. 7, Darnebury
Lant Arent

1 Be: #Propesed Unit Agrecment
: for the Slick Unit Area -
LLea County, New Mexico

m—

Guntl exens

- We arz hanailg /ou aki'I«.ti Snd copr 1 tnag Froaposed
! Jall Agremzat o8 thae Sltase ‘Inlt Araa, waich hss heen
approvaid as teo fora and cOoatextl o) Az Couuiistiwasy of
Peblic Laads on Jaly 14, 1357,

Very truly yours,
SUPRAY 2, MORGAW

.

Coanmiseioner of Public Lands

Bys:s Tcd Ericerr,, Sunervisdr
211 u2nd Tes Jegacrunznt

MIMIMMR/m
enc: 1

ccy OCC-Santa Fe




No 23-57

DOCKET: EXAMINER HFARING AUGUST 7, 1957

NEW MEXJICO OIL CONSERVATION COMMISSION 9.C0 a.m., HOBELS, NEW MEXICO

01l Conservation Commission Office, 1000 W. Broadway, Hobbs, New Mexico

The following cases will be heard before Warren W. Mankin, Eiaminer:

CASE 1286 Application of Slick 0il Corporation for approval of the
Slick Unit Agreement embracing 1,596 acres, more or less,
in Lea County, New Mexicce. Applicant, in the above-styled
cause, seeks approval of the Slick Unit Agreement embracing
1,596 acres, more or less, of State of New Mexico Lands
described as:

Township 12 Souath, Range 34 East
Section 36: ATl

Township 13 South, Range 34 East

Section I: Lots I, 2, 3, & 4,
S/2 N/2, S/2

Section 2: lLlots 1 & 2, S/2 NE/4,
SE/4

all in Lea County, New Mexico.

CASE 1287 Application of Continental 0il Company for an order
authorizing the production of more than eight oil wells
into a common tank battery on its Reed "A-3" Lease in the
Eumont Gas Pool, Lea County, New Mexico. Applicant, in
the above-styled cause, seeks an order authorizing it to
produce all o0il wells presently drilled, or hereafter
completed, in the Eumont Gas Pool within the boundaries
of its Reed "A-3" Lease into a common tank battery located
in the NW/4 of Section 3, Township 20 South, Range 36 East,
Lea County, New Mexico. The said Reed '"A-3" Lease consists
of the S/2, NW/4, S/2 NE/4, and NE/4 NE/4 of said Section
3.

CASE 1288: Application of Continental 0il Company for an order author-
izing the production of more than eight o0il wells into a
common tank battery in the Southeast Monument Unit, Warren-
McKee Pool, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks an order authorizing it to produce
all wells presently drilled, or hereafter completed, in the
Warren-McKee Pool within the boundaries of the Southeast
Monument Unit into a common tank battery located in the SW/4
of Section 20, Township 20 South, Range 38 East, Lea County,
New Mexico. The said Southeast Monument Unit covers lands
located in Sections 13, 14, 15, 22, 23, 24, 25, 26, and 27,
Township 20 South, Range 37 East, and Sections 19, 20, 29,
and 30, Township 20 South, Range 38 East, Lea County, New
Mexico.
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Docket No. 23-57

CASE 1289:

CASE 1290:

ir/

Application of Shell 0il Company for the establishment of

a 1l60-acre non-standard gas proration unit in the Tubb Gas
Pool, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks an order establishing a 160-acre non-
standard gas proration unit in the Tubb Gas Poul consisting
of the S/2 SW/4, NE/4 SW/4, and the SW/4 SE/4 Section 3,
Township 21 South, Range 37 East, said unit to be dedicated
to the applicant's Livingsten No. 2 Well located 660 feet
from the South line and 1980 feet from the East line of said
Section 2,

Application of Shell 0il Company for the establishment of

a 200-acre non-standard gas proration unit in the Eumont

Gas Pool, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks an order authorizing a 200-acre non-
standard gas proration unit in the Eumont Gas Pool consist-
ing c¢f the NE/4 and the NE/4 SE/4 Section 24, Township 21
South, Range 35 East, Lea County, New Mexico, said unit to

Le dedicated to the applicant's State '"C" No. 2 Well located
1650 feet from the North line and 330 feet from the East line
of said Section 24.
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E;ggh draft for unit agreement orders.
BEFORE THE OIL CONSERVATION COMMISSION
. OF THE STATE OF NEW MEXICO

fot IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF THE STATE OF NEW
MEXICO FOR THE PURPOSE OF
CONS IDER ING . , 2
CASE NO. | 2 ¥
, . uraer Nov. fr-/0 32
THE APPLICATION OF Sfiek i g,
Qo prpn o

FOR THE APPROVAL OF 4

UNIT

AGREEMENT EMBRACING /S ¢
ACRES, WORE OR LESS, LOCATED IN
TOWNSHIPS /2. g /3 Su M . RANGE

2 P NHPLL 6 Lo
COUNTY, NEW MEXICO.

ORDER O THE COMMISSION

BY THE COMMISSION:

\

This ,cause came on for hearing at Z doo'clock m. On
&!%aﬂ 5* 1 1985 7 at Naddq New Mex before
P\ P = A A : " s’

NOW, on this day oi

A44A4

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

(2) That the proposed unit plan will in principle tend to
promote the conservation of 0il and gas and the prevention of waste.

IT IS THEREFORE ORDERED:

l. That this order shall be known as the

L ]
SCict UNIT AGREEMENT ORDER

2. (a), That the project herein referred to shall be known as
Unit Agreement and shall hereipafter

the
be referred toc as the "Project."”

ib) That the PJan by which the project shall be operated
shall be embraced in the form of a unit agreement for the development
and operation of the Unit Area, referred to in
the Petitioner’'s petition and filed with said petition, and such plan

shall be known as the Séeeqc Unit Agreement Plan.

3. %(a) That the Sl Unit Agreement Plan
shall be, and hereby is, approved in principle as a proper conservation
measure; provided, bowever, that notwithstanding any of the provisions
-contained in said unit agreement, this approval shall nct be considered
as waiving or relinquishing in any manner any right, duties or obligations
which are now, or may hereafter, be vested in the New Mexico 0il Con-
servation Commission by law relative to the supervision and control of

PR ragraple-2Co3-isicsa,
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Order No.

operations for e oration and development of any lands committed to

said < Unit Agreement, or relative to
the production of oil and gas therefrom.

4 (b) That the unit pperator periodically shall file with
the Commission a SLee Unit Statement of Progress,
sunmarizing operations Tor the exploration and development of anv lands

-

ment of progrgﬁg,EﬁEII be Iiled within 30 days after the expiration of
each six-monthsaduring the term of the unit agreement and shall contain
such pertinent data as mav be necessary for the Commission to determine

_14 Ll llew v saaw D AACAfL unit Agreement. This state-
L
X

the progress being made in the < L eqe Unit Area.

e

4, (a) That the unit area shall be:

NEW MEXICO PRINCIPAL MERIDIAN
TOWNSHIP ] 2 Sowlt, RANGE 3 g’lfﬁzw
waefp, 3 als |
Towmsbop |3 faute %4‘5/ 3¢tz
Seefosd | Ads 1,344 ;Snfi ds [
Pechim it B IE L Shig g

containing /S 9 L; acres more or less.

That the unit operator shall file with thg Cg ission an

executed or1g1na1 or executed counterpart of the
Unit Agreement within 30 days after the effective

date thereot.

6. That any party owning rights in the unitized substances who
does not commit such rights to said unit agreement before the effective
date thereof may thereafter become a party thereto by subscribing to such
agreement or counterpart thereof, or by ratifying the same. The unit
operator shall file with the Commission within 30 days an original of any
such counterpart or ratification.

7. That this Order shall become effective upony the approval o
said unit agreement by the 8 v SSv s /]

_%L VJAA) Jd.ll/{w

and shall terminate ipso Tfacto upon the termination of said unit agreement.
The last unit operator shall immediately notify the Commission in writing
of such termination.

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

STATE OF NEW MEXICO
OIL CONSERVATION OOHHISSION

M a#ldi... , Chairman
MM%, ¥ember

. , Member & Secretary
SEAL fu/VL‘/\
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EXHIBIT "B"
SLICK UNIT AREA
LEA COUNTY, NEW MEXICO
TiF. PERCENTAGE AND KIND OF OWNERSHIP OF OIL AND AS
INTFRESTS IN ALL LANDS IN THE UNIT AREA

SCHEDULE SHOWTN -

No. of State leace Overriling Royalty
Cptlen of Land Acres  N.. and Fxpirati.n Bacic Royalty ___aul Percentage Working Interest Owner
5., R. 34 E 32¢ o1y B-11-57 State of N. M. Yone Phillips Petroleum Cc.
srON/E
5., Re 34 E
c swi. wh sg/d 2l F-1518 10-10-57 Stute of N. M. None F. J. Danglade
Auak x. Wr m-
: Bf SFL 50 F-1519 10+10-57 S+ate of N. M. None Amerada Petroleum Corp.
3., R. -4 E.
DLCts 1,2, 3,0,
Y Se~. 2: SER o : £-1865  5-10-48 State of N. M. None Gulf 01l Corporation
3., R. sh E. .
Swk X ¥-2580 L-11-59 State of N. M. None Ohio OLl Company
5., R. . E. )
SEZX t-6873 1-10-67 State of N. M. None Skelly 0il Company
3., Ko 36 E.
Cees ) &2 TELIT voBuT3 9-2lenu State of N. M. None warren Fetrolaum Corp.
8. T. 3., R. 34 E.
Se~. .: 5- NE} L-bHls  11«10-h0 State of N. M, None Champlin Refining Co.

o Y Ul

(Sl W

. TRACTS AGGREGATING 1595.89 ACRES,

LEA COUNTY, NEW MEXICO

LESS



SLICK OIL CORPORATION

cear TR BOUTHWLYY 2 NG
TEL. CA 4-8241
HOUSTON 2. TEXAS

July 1, 1357

SLICKH UNIT ACRELMIINT

LEA COUNTY, NEW MEXICC

Nl

These interpretations are based on reflection at
approximate lavels of the “Pennsylvanian and the Mississippian
formations. The seismic work was performed by Zimpire
Geophysical, Inc. for the account of Slick 3il Corporation.
These maps represent this genzral conception of the structural
anomaly at these reflecting horizons. The proposed location

is at or near the highest point of the seiamic coatral aad near
the center oi the seismic anomaly.

SLICK 20i, CORPORATIODN

/r ) ' -
7 S S

By fd At o S5

P / Sarnuel E. Sﬁs.
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Vica Drasident
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UNIT AGREEMENT
FOR THE DEVELOPMENT AND OPERATION
OF THE SLICK UNIT AREA
LEA COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the day of

-

TTTL Wy st wlwwilda Lthe parlies subscribing, ratifying or consenting hereto, and
herein referred to as the ''par.ies hereto'',

WITNESSETH:

WHEREAS, the parties hereto are the owners of working, royalty or other
oil or gas interests in the unit area subject to this agreement; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico
(hereinafter referred to as "Commissioner') is authorized by an Act of the Legis-
lature {Sec. 3, Chap. 88, Laws 1943) as amended by Sec. 1 of Chapter 162, Laws
of 1951, (Chap. 7, Art. 11, Sec. 39, N.M. Statutes 1953 Annotated), to consent to
and approve the development or operation of state lands under agreements made by
lessees of state land jointly or severally with other lessees where such agreements
provide for the unit operation or development of part of or all of any oil or gas pool,

field, or area; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico

is authorized by an Act of the Legislature (Sec. 1, Chap. 162), (Laws of 1951, Chap.

7, Art. 11, Sec 41 N. .M. Statutes 1953 Annotated) to amend with the approval of
lessee, evidenced by the lessee's execution of such agreement or otherwise, any oil
and gas lease embracing state lands so that the length of the term of said lease may
coincide with the term of such agreements for the unit operation and development of
part of or all of any oil or gas pool, field or area; and

WHEREAS, the Oil Conservation Commission of the State of New Mexico
(heréinafter referred to as the ""Commission') is authorized by an Act of the
Legislature (Chap. 72, Laws 1935; Chap. 65, Art. 3, Sec. 14 N.M. Statutes 1953

Annotated), to approve this agreement and the conservation provisions hereof;

and




WHEREAS, the parties hereto hold sufficient interests in the Slick Unit
Area covering the land hereinafter described to give reasonably effective control
of operations therein; and

WHEREAS, it 18 the purpose of the parties hereto to conserve natural
resources, prevent waste and secure other benefits obtainable through develop-
ment and operation of the area subject to this agreement under the terms, condi-
tions and limitations herein set forth.

NOW, THEREFORE, in consideration of the premises and the pro.nises
herein contained, the parties hereto commit to this agreement their respective
interests in the below defined unit area, and agree severally among themselves
as follows:

1. UNIT AREA. The following described land is hereby designated

and recognized as constituting the unit area:

MEW MEXICO PRINCIFAL MERIDIAN, NEW MEXICO

Township 12 South, Range 34 East

Section 36: All - 640 acres

Township 13 South, Range 34 East

Section 1: Lots 1, 2, 3, and 4, S-1/2 N-1/2, S-1/2 - 637.12 acres
_ 3:18.77
Section 2: Lots 1 and 2, S-1/2 NE-1/4, SE-1/4 - 31883 acres

14
containing 1, 595.{E2 acres, more or less.

E-hibit "A'" attached hereto is a map showing the unit area and the boun-
daries and identity of tracts and leases in said area to the extent known to the Unit
Operator. Exhibit "B'' attached hereto is a schedule showing to the extent known
to the Unit Operator the acreage, percentage and kind of ownership of oil and gas

interests in all lands in the unit area. However, nothing herein or in said schedule

-2-




or map shall be ccnstrued >3 3 representation by any party hereto z¢ to the owner -
ship of any interest <ther than such interest or in‘erests as 2re¢ shown in saud moep
or schedule as owned Ly suchk party. Exk.bits A" and "B" shall e revised by the
TInit Mnaw-toe mhans con 20 ( SosnThep e dhe e [l S
necessary, or when regquested by the Comm:ssioner of Public Lands, hereinafter
referred to as "Commissioner'.

All 1ard comm:tted to this agreement shall constitute land referred to
herein as "unitized land" or 'land subject to this agreement'"',

2. UNITIZED SUBSTANCES. All cil, gas, natural gasoline and associated

fluid hydrocarbons in any and ali formaticerns of the unitized land are unitized under
the terms of this agreement and herein are called 'unitized substances''.

3. UNIT OPERATOR. Slick Oil Corporation, with offices at Houston,

Texas, is hereby designated as Unit Operator and by signature hereto commits to
this agreement zll interests in unitized substances vested in it as set forth in
Exhibit "B", and agrees and consents to accept the duties and obligations of Unit
Operator for the discovery, development and production of unitized substances

as herein provided. Whenever reference is made herein to the Unit Operator,
such reference means the Unit Operator acting in that capacity and not ¢s an owner
of interests in unitized substances, a» the terin "werking interest owner' when
used herein shall include or refer *+- Jnit Operator as the owner of a working
interest when such an irterest is owned bv it.

4. RESIGNATION OR REMOVAL OF UNIT OFERATOR. Unit Operator

shall have the right to resign at any time bdbut such resignation shall not become
effective until a successor Unit Operator has been selected and approved in the
manner provided for in Section 5 of this agreement. The resignation of the Unit
Operator shzail not relezse the Unit Cperator from any liability or arny defzult by
it hereunder occurring pr;ér to the effective date of its resignation.

Unit Operator may, upon default or failure in the performance of its

duties or chiigations hereunder, be subject to removal by the same percentage




m—-—

vote of the owners of working interests determined in like manner as herein pro-
vided for the seiection of a new Unit Operator. Such removal shall be effective
upon notice thereof to the Commissioner.

The wecicnatine av wamaval of the 1Unit Operator under this agreement
shall not terminate his right, title or interest as the owner of a working interest
or other interest in unitized substances, but upon the resignation or removal of
Unit Operator becoming effective, such Unit Operator shall deliver possession
of all equipment, materials and appurtenances used in conducting the unit oper-
ations and owned by the working interest owners to the new duly qualified successor
Unit Operator or to the owners thereof if no such new Unit Operator is elected, to
be used for the purpose of conducting unit operations hereunder. Nothing herein
shall be construed as authorizing removal of any material, equipment and
appurtenances needed for the preservation of any wells.

5. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall

resign as Unit Operator or shall be removed as hereinabove provided, the owners
of the working interests according to their respective acreage interests in all
unitized land shall by a majority vote select a successor Unit Operator; provided
that, if a majority but less than seventy-five percent (75%) of the working interests
qualified to vote is owned by one party to this agreement, a concurring vote of
sufficient additional parties, so as to constitute in the aggregate not less than
seventy-five percent (75%) of the total working interests, shall be required te
select a new operator. Such selection shall not become effective until (a) a Unit
Cperator so selected shall accept in writing the duties and responsibilities of Unit
Operator, and (b) the selection shall have been approved by the Commissioner.

If no successor Unit Operator is selected and qualified as herein provided, the
Commis sionervat his election may declare this unit agreement terminated.

6. ACCOUNTING PROVISIONS. The Unit Operator shall pay in the first

instance all costs and expenses incurred in conducting urnit operations hereunder

and such costs and expenses and the working interest benefits accruing hereunder

-4




shall be apportioned among the owners of the unitized working interests in

accordance with an aperating agreement by and between the Unit Operator and the
other owners of such interests, whether one or more, separately or celiectively.
Anv agreement ar aaraamants ~nbavrd sntn hatwaen thae wasboa~ ot
and the Unit Operator as provided in this section, whether one or more, are herein
referred to as the "Operating Agreement'. No such agreement shall be deemed
either to modify any of the terms and conditions of this unit agreement or to relieve
the Unit Operator of any right or obligation established under this unit agreement,
and in case of any inconsistencies or conflict between this unit agrzement and the
operating agreement, this unit agreement shall prevail.

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as other-

wise specifically provided herein, the exclusive right, privilege and duty of exer-
cising anv and all rights of the parties heretc which are necessary or convenient
for prospecting for, producing, storing, allocating and distributing the unitized
substances are hereby delegated to and shall be exercised by the Unit Operator as
herein provided. Acceptable evidence of title to said rights shall be deposited with
said Unit Operator and, together with this agreement, shall constitute and define
tae rights, privileges and obligations of Unit Operator. Nothing herein, however,
shall be construed to transfer title to any land or to any lease or operating agree-
ment, it being understood that under this agreement the Unit Operator, in its
capacity as Unit Operator, shall exercise the rights of possession and use vested
in the parties hereto only for the purposes herein specified.

8. DRILLING TO DISCOVERY. The Unit Operator shall, within ¢

PR

days after the effective date of this agreement, commence operations upon an
adequate test well for qil and gas upon some part of the lands embraced within the
unit area and shall dril! said well with due diligence to a depth sufficient to test

the Devonian formation or to such a depth as unitized substances shall be discovered
in paying quantities at a lesser depth oi uatil it shall, in the opinion of Unit Opera-
tor, be determined that the further drilling of szid well shall be unwarranted or

impracticable; provided, however, that Urit Operator shall not, in any event, be

-5-




/S, 7e°
required to drill said well to a depth in excess of 13,268 feet. Until a discovery

of a deposit of unitized substances capable of being produced in paying quantities,
Unit Operator shall continue drilling diligently, one well at a time, allowing not
nor thoe tf etk e Lsteen o 4L o mawanlatinn of one well and the beginning cof the
next well, until a2 well capable of producing unitized substances in paying quantities
i1s completed to the satisfaction of the Commissioner, or until it is reasonably
proven to the satisfaction of the Unit Operator that the unitized land is incapable
of producing unitized substances in paying quantities in the formations drilled
hereunder

Any well commenced prior to the effective date of this agreement upon
the unit area and drillea to the depth provided herein for the drilling of an initial
test well shall be considered as complying with the drilling requirements hereof
with respect to the initial well. The Commissioner may modify the drilling re-
quirements of this section by granting reasonable extensions of time when in his
opinion such action is warranted. Failure to comply with the drilling provisions
of this article shall automatically terminate this agreement as to all its terms,
conditions and provisions and all rights, privileges and obligations granted by
this unit agreement shall cease and terminate as of the date of zny such dzfault.

9. PARTICIPATION AFTER DISCOVERY. Upon completion of a well

capable of producing unitized substances in paying quantities, the owners of
working interes';s shall participate in the production therefrom and in all other
producing wells which may be drilled pursuant hereto in the proportions that
their respective leasehold interests covered hereby on an acreage basis bears to
the tofal number of acres committed to this unit agreement, and such unitized
substances shall Ee deemed to have been produced from the respective leasehold
interests participating therein. For the purpose of determining any benefits
accruing under this agreefnent and the distribution of the royalties payable to the
State of New Mexico, each separate lease shall have allocated to it such percentage
of said production as the number of acres in each lease respectively committed to

this agreement bears to the total number of acres committed hereto.

-6-

L




- )

s BraN R FURTHSBROSUELOPMENT AND OPERATION, 7 o
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shall —onstit:i- t: .« Jortner drilling and overating L i iations

of the 'nit Mperator unier tiils agreement for th- peritd speci-
fied thereln. Thercafter, from time to time before the expiration
of any existina =lan, the 'init Operator shall submit for the
approval of the Zommissioner, and the “ommission, a plan for an
additional specified period for the development and oreration of
the unitized land. Anv plan submitted pursuant to this section
shall provide for the exploration of the unitized area and for
the determinatioen of the area or areas thereof capable of pro-
ducing unitized substances in paving quantities in each and

every productive formation and shall be as complete and adequate
as the Commissioner, and the Commission, may determine to be
necessary for timely development and proper conservation of the

" 0il and gas resources of the unitized area and shall {(a) specify
the number and locations of any wells to be drilled and the pro-
posed order and time for such drilling; and (b) to the extent
practicable specify the operatinag practices regarded as necessary
and advisable for proper conservation of natural resources,
Separate plans may be submitted for separate productive zones,
subject to the arrroval of the Tommissioner and the “ommlssion.
Such plan of plans shall Lz modified or supplemz2nted when neces-

sary to meet chanqded conditions or %o protect the interests of

7

all partiec to this acrezment. Reasonable d{licence shall be

i

exercised in

O
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actfon {s justified because of unusual conditions or circum=-
stances. After completion hereunder of a well capable of
producing any unitized substances in paying quantities no
furiner welis, eXCepl SUCh 88 May D€ MNeCessSaly Ly 4i1viv piru-
tection against operations not under this agreement or such

as mav be specifically approved by the Commissioner shall be
drilivd execent in accordance with a plan of developmernt anrroved

as herein provided,

roum. .
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8B. Without impairing the right of the Commissioner to terminate this agree-
ment where provided for herein, Paragraphs 8 and 8A hereof shall not be construed to
require any party, without its consent, to participate in or be liable for all or a portion
of the cost of drilling any well. The expense of drilling the initial test well shall be
borne as provided for in the Unit Operating Agreement. Drilling of subsequent wells,
where all parties do not agree to participate therein, shall be conducted in accordance

with the provisions of Article XIII of the Unit Operating Agreement.

‘\
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Notwithstanding any provision contained herein to the contrary, each

working interest owner shall have the right to take such owner's proportionate

share of the unitized substances in kind or to personally sell or dispose of the

cavrma and mathing hasnin cAantainzd ~aLall e ~anatrued ag Givineg nry granting ta

the Unit Operator the right to -ell or otherwise dispose of the proportionate
share of any working interest o'vner without specific authorization romtime to 3

time so to do.

10. ALLOCATION OF PRODUCTION. All unitized substances produced

from each tract in the unitized area established under this agreement, except any
part thereof used for production or development purposesg hereunder, or unavoid-
ably lost, shall be deemed to be produced equally on 2n acreage basis from the
several tracts of the unitized land, and for the purpose of determining any benefits
that accrue on an acreage basis, each such tract shall have allocated to it such
percentage of said production as its area bears to the entire unitized area. It is
hereby agreed that production of unitized substances from the unitized area shall
be allocated as provided herein, regardliess of whether any wells are drilled on
any particular tract of said unitized area.

11. PAYMENT OF RENTALS, ROYALTIES AND OVERRIDING ROYALTIES,

All rentals due the State of New Mexico shall be paid by the respective lease owners
in accordance with the terms of their leases.

All royalties due the State of New Mexico under the terms of the leases
committed to this agreement shall be computed and paid on the basis of all unitized
substances allocated to the respective leases committed hereto; provided, however,
the State shall be entitled to take in kind its share of the unitized substances allo-

caied to the respective leases, and in such case the Unit Operator shall mzke

deliveries of such royalty oil in accordance with the terms of the respective leases.
If the Unit Operator introduces gas obtained from sources other than the
unitized substances into any producing formation for the purpose of repressuring,

stimulating or increasing the ultimate recovery of unitized substances therefrom,

-T-




a like amount of gas, if available, with due allowance for loss or depletion frem

any cause may be withdrawn from the formation into which the gas was introduced
royalty free as to dry gas but not as to the products extracted therefrom; provided,
uial such withdrawal shall be at such time as may be provided in a plan of opera-
tion consernted to by the Commissioner and approved by the Coimmissicn as coi-
forming to good petroleum engineering practice; and provided further, that such
right of withdrawal shall terminate onthe termination of this unit agreement.

If any lease committed hereto is burdened with an overriding royalty,
payment out of production or other charge in addition to the usual royalty, the
owner of each such lease shall b:ar and assume the same out of the unitized sub-
stances allocated to the lands embraced in each such lease as provided herein.

12. LEASES AND CONTRACTS CONFORMED AND EXTENDED INSOF AR

AS THEY APPLY TO LANDS WITHIN THE UNITIZED AREA. The terms, condi-

tions and provisions of all leases, subleases, operating agreements and other
contracts relating to the exploration, drilling, development oxr operation for oil or
gas of the lands committed to this agreement, shall, upon approval hereof by the
Commissioner be and the same are hereby expressly modified and amended insofar
as they apply to lands within the unitized area to the extent necessarv to make the
same cconform to the provisions hereof and so that the length of the secondary

term as to lands within such area will be extended inscfar as necessary to coincide
with the term of this agreement and the approval of this agreement by the Com-
missioner or the lessee, be effective to conform the provisions and extend the term
of each such lease as to lands within the unitized area to the provisions and terms of
this agreement; but otherwise to remain in full force and effect. Each lease com-
mitted to this agreement, insofar as it applies to lands within the unitized area,
shall continue in force beyond the term provided therein so long as this agreement
remains in effect, provided, drilling operations upon the initial test well provided
for herein shall have been commenced or said well is in the process cf being drilled

by the Unit Operator prior to the expiration of the shortest term lease committed
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to this agreement. Termination of this agreement shall not affrct any lease which
pursuant to the terms thereof or any applicable laws sha'l continue in full force and
effect thereafter. The commencement, completion, operation or production of a
well on any part of the unit area shall be respectively construed and considcred as
the commencement or completion or operation or production of a well within the
terms and provisions of each of the oil and gas leases to the saine extent as though
such commencement, completion, operation or production was carried on, conducted
on or obtained from any such leased tract.

Any lease having only a portion of its lands cormnmitted hereto shall be
segregated as to the portion committed and to the portion not committed, and the
terms of such lease shall apply separately to such segregated portions comrnencing
as of the effective date hereof. Notwithstanding any of the provisions of this agree-
ment to the contrary, any lease embracing lands of the State of New Mexico having
only a portion of its lands committed hereto shall continue in full force and effect
beyond the term provided therein as to all lands embraced in such lease, if unitized
substances are discovered and are capable of being produced in paying quantities
from some part of the lands embraced in such lease committed to this agreement
at the expiration of the secondary term of such lease; or if, at the expiration of
the secondary terin, the lessee or the Unit Operator is then engaged in bona fide
drilling or reworking cperations on some part of the lands embraced therein shall
remain in full force and effect so long as such operations are being diligently
prosecuted, and if they resuit in the production of unitized substances, said lease
shall continue in full force and effect as to all of the lands embrac-\-;d therein, so long
thereaftef-as unitized substances in paying quantities are being produced fromn any
portion of said lands.

13. CONSERVATION. Operations hereunder and production of unitized

substances shall be conducted to provide for the most economical and efficient

recovery of said substances without waste, as defined by or pursuant to state laws

or regulations.




14. DRAINAGE The Unit Operator shall take appropriate and adequate

measures to prevent drainage of unitized substances from unitized lands by wells

on lands not subject to this agreement.

15. COVENANTS RUN WITH LAND. The covenants herein shall be con-

strued to be covenants running with the land with respect to the interests of the
parties hereto and their successors in interest until this agreement terminates,
and any grant, trensfer or conveyance, of interest in land or leases subject hereto
shall be and hereby is conditioned upon the assumption of all privileges and obliga-
tions hereunder by the grantee, transferee or other successor in interest. No
assignment or transfer of any working, royalty or other interest subject hereto
shall be binding upon Unit Operator until the first day of the calendar month after
Unit Operator is furnished with the original, photostatic or certified copy of the
instrument of transfer.

16. EFFECTIVE DATE AND TERM. This agreement shall become

effective upon approval by the Commissioner and shall terminate in two years after
such date unless {a) such date of expiration is extended by the Commissioner, or
(b) a valuable discovery of unitized substances has been made onunitized land
during said initial term or any extension thereof in which case this agreement shall
remain in effect so long as unitized substances can be produced fromthe unitized
land in paying quantities, and, should production cease, so long thereafter as
diligent operations are in érogress for the restoration of production or discovery of
new production and so long thereafter as the unitized substances so discovered can
be produced as aforesaid. This agreement may be terminated at any time by not
less than seventy-five percent (75%) on an acreage basis of the owners of the working
interests signatory hereto with the approval of the Commissioner. Likewise, as
prdvided in Section B hereof, the failure to comply with the driliing provisions of
this unit agreement shall as of the date of any such default, automatically terminate

this unit agreement.

17. RATE OF PRODUCTION. All production and the disposal thereof shall

be 1n conformity with allocations, allotments and quitas made or fixed by the Com-
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mision and in conformity with all applicable laws and lawful regulatioas.

18. APPEARANCES. Unit Operator shall, after notice to other parties

affected, have the right to appear for and on behalf of any and all interests affected
hereby before the Commissioner of Public Lands and the New Mexico Qil Conserva-
tion Commission and to appeal from orders issued under the regulations of the
Commissioner or Commission or to apply for relief from any of said regulations

or in any proceedings relative to operations pending before the Commissioner or
Commission; provided, however, that any other interested party shall also have the
right at his own expense to appear and to participate in any such proceeding.

19. NOTICES. All notices, demands or statements required hereunder to
be given or rendered to the parties hereto shalli be deemed fully given, if given in
writing and personally delivered to the party or sent by postpaid registered mail,
addressed to such party or parties at their respective addresses set forth in con-

nectior with the signatures hereto or to the ratification or consent hereof or to such

other address as any such party may have furnished in writing to partv sending the

notice, demand or statement.

20. UNAVOIDABLE DELAY. All obligations under this agreement re-

quiring the Unit Operator to commence or continue drilling or to operate on or
produce unitized substances from any of the lands covered by this agreement shall
be suspended while, but only so long as, the Unit Operator, despite the exercise

of due care and diligence, 18 prevented from complying with such obligations, in
whole or in part, by strikes, war, acts of God, Federal, State or municipal law or
agencies, unavoidable accidents, uncontrollable delays in transportation, inability
to obtain necessary materials in open market, or other matters beyond the
reasonable control of the Urit Opei'ator whether similar to matters herein enumer-
ated or not.

21. LOSS OF TITLE. In the event title to any tract of unitized land or

substantial interest therein shall fail and the true owner cannot be induced to join
the unit agreement so that such tract is not committed to this agreement or the

-11-
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operation thereof hereunder becomes impracticable as a result thereof, such tract
may be eliminated from the unitized area, and the interest of the parties readjusted
as a result of such tract being eliminated from the unitized area. In the event of a
dispule as to the tille to any royalty, workingor other interest subject hereto, the
Unit Operator may withhold payment or delivery of the allocated portion of the
unitized substances involved on account thereof without liability for interest until
the dispute is finally settled, provided that no payments of funds due the State of
New Mexico shall be withheld. Unit Operator as such is relieved from any respon-
sibility for any defect or faiiure of any title hereunder.

22. SUBSEQUENT JOINDER. Any oil cr gas interest in lands within the

unit area not committed hereto prior to the submission of this agreement for final
approval either by the Commission or Commissioner may be committed hereto by
the owner or owners of such rights subscribing or consenting to this agreement or
executing a ratification thereof, and if such owner is also a working interest owner,
by subscribing to the operating agreement providing for the allocation of costs of
exploration, development and cperation. After operations are commenced here-
under, the right of subsequent joinder by a working interest owner shail be subject
to all the requirements of any applicable operating agreement between the working
interest owners relative to the allocation of costs of exploration, development and
operation. A subsequent joinder shall be effective as of the first day of the month
following the filing with the Commissioner and the Commission of duly executed
counterparts of the instrument or instruments comzhitting the interest of such
owner to this agreement, but such joining party or parties before ‘participating in
any l;enefits hereunder shall be required to assume and pay to Unit Operator their
proportionate share of the unit expense incurred prior to such party's or parties'
joinder in the unit agreement, and the Unit Operator shall make appropfiate adjust-
ments caused by such joinder, without any retroactive adjustment of revenue.

23. COUNTERPARTS. This agreement may be executed in any number of

counterparts, no one of which needs to be executed by all parties or may be ratified

or consented to by separate instrument in writing specifically referring hereto, and
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shall be binding upon ali those parties who have executed such a counterpart,
ratification or consent hereto with the same force and effect as if ali such parties
had signed the same document and regardless of whether or not it is executed by
211 nther nartima nwnino nr claimino an interest in the lands within the above de-
scribed unit area.

IN WITNESS WHEREOF, the undersigned parties hereto have caused this

agreement to be executed as of the respective dates set forth opposite their

signaiures.
ATTEST: SLICK CIL CORPQRATION
By:
Secretary President
Date UNIT OPERATOR AND WORKING
INTEREST OWNER
ATTEST: PHILLIPS PETROLEUM COMPANY
; By:
5 Secretary
Date
E ATTEST: AMERADPA PETROLEUM CORPORATION
.- By:
: Secretary
Date
ATTEST: GULF OIL CORPORATION
By:
Secretary
Date
ATTEST: OHIO OIL COMPANY
By:
Secretary
Date
ATTEST: SKELLY OIL COMPANY
By:
Secretary
Date
-13-




ATTEST: WARREN PETROLEUM CORPORATION
By:
Secretary
Date
ATTEST: CHAMPLIN REFINING COMPANY
By:
Secretary
Date
Date
Date
Date

F. J. Danglade

Date
STATE OF §
{ SsS.

COUNTY OF i

The foregoing instrument was acknowledged before me this day
of » 1957 by s of Slick
Qil Corporation, a corporation on behalf of said corporation.
My commission expires:

[
Notary Public
STATE OF }
i Ss.

COUNTY OF i

The foregoing instrument was acknowledged before me this day

~-14-




‘ of . 1957 by ;
b of Phillips Petroleurn Company, a corporation on behalf of said
‘ corporation.

My commission expires:

Notary Public

STATE OF i
i SS.
COUNTY OF i
The foregoing instrument was acknowledged before me this day of
» 1957 by , of Amerada
Petroleum Corporation, a corporation on behalf of said corporation.

My commission expires:

Notary Public

STATE OF i
i SS.
COUNTY OF
The foregoing instrument was acknowledged before me this day of
, 1957 by s of Gulf Oil
Corporation, a corporation on behalf of said corporation.

My commigsion expires:

Notary Public

- STATE OF i
i ] SS.
COUNTY OF }
The foregoing instrument was acknowledged before me this day of
» 1957 by s of Ohio Qil
Company, a corporation on behalf of said corporation.

My commission expires:

Notary Public

STATE OF i
i 5S.
COUNTY OF i
The foregoing instrument was acknowledged before me this day of
, 1957 by o, ‘of Skelly Oil
Company, a corporation on behalf of said corporation.

My commission expires:

Notary Public
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| STATE OF i
. { SS.
COUNTY OF i

The foregoing instrument was acknowledged before me this day of
» 1957 by R of Warren

menbliomm ne Lakalf Af aaid Ffarnora-

frerroieurn CUIPUJ aLivil; a T
tion.

My commission expires;

Notary Public

STATE OF {
] SS.
l COUNTY OF |
f The foregoing instrument was acknowledged before me this day of
' , 1957 by , of Champlin
Refining Company, a corporation on behalf of said corporation.

My commission expires:

Notary Public

STATE OF i
§ SS.
COUNTY OF i

i The foregoing instrument was acknowledged before me this day of
, 1957 by , and his wife,

My commission expires:

Notary Public

STATE OF i
i Ss.
COUNTY OF i

The foregoing instrument was acknowledged before me this day of
» 1957 by F. J. Danglade.

My commission expires:

Notary Public
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CERTIFICATE OF APPROVAL
BY COMMISSIONER OF PUBLIC LANDS,
STATE OF NEW MEXICO

AR TMITM ACDTITR AW 79ATN AATDUTYT ATAOAMT AANTY ADT D AM TARY

OF SLICK UNIT AREA
LEA COUNTY, NEW MEXICO

There having been presented to the undersigned Commissioner of
Public Lanas of the State of New Mexico for examination, an agreement
for the developrent and operation of the Slick Unit Area, Lea County,
New Mexico, dated the day of » 1957, in which the Slick
01l Corporation is designated as Operator, and which has been executed
by various parties owning and holding oil and gas leases embracing
lands within the unit area, and upor examipation of said asgreement,
the Commissioner finds:

(a) That such agreement vill tend 50 promote the conserva-
tion of oil and gas and the better utilization of
reservoir energy in said field;

(b) That under the operations proposed, the State will
receive its fair share of the recoverable oil or gas
in place under its land in the area affected;

(c) That the Agreement is in other respects for the best
interest of the State; ’

(d) That the agreement provides for the unit operation of
vae field, for the allocatlon Of produciion, and the
sharing of proceeds from a part of the erea covered
by the agreemert on an acreage bacis as specified in
the agreement.

NOW THEREFORE, by virtue of the authority conferred upon me by
the Laws of the State of New Mexico, I, the undersigned Commissioner of
Public Lands of the State of New Mexico, for the purpose of more properly
conserving the oil and gas resources of the State, do hereby consent to
and approve the above referred to Slick Unit Agreement, as to the lands
of the State of New Mexico committed thereto, and all oil and gas leases
embracing lands of the State of New Mexico committed to said agreement
shall be and the same are hereby amended so that the provisions thereof
will conform to the provisions of said Unit Agreement and so that the
length of the secondary term of each such lease will be extended, imsofar
as necessary, to coincide with the terms of said Unit Agreement, and in
the event the term of said Unit Agreement shall be extended as provided
therein such extension shall also be effective to extend the term of
each oll and gas lease embracing lands of the State of New Mexico
comnitted to said Unit Agreement which would otherwise expire, so as
to coincide with the extended term of such Unit Agreement.

IN WITNESS WHERECF, this certificate of approval is executed as
of this the day of , 1957.

Commissioner of Public Lands of the
State of New Mexico




EXHIBIT "B"
SLICK UNIT AREA
LEA COUNTY, NEW MEXICO
SCHEDULE SHOWING THE PERCENTAGE AND KIND OF OWNERSHIP OF OIL AND GAS
INTERESTS IN ALL IANDS IN THE UNIT AREA

No. of State Lease Overriding Royalty :
No. Leserijtion of Laad Acres No. and Expiration Basic Royelty and Percentage Working Interest Owner
1. 320 E-1443 8e11-57 State of N.M. None Phillips Petroleum Company
2. 240 E-1518 10-10-57 State of N.M. None F. J. Danglede
3. 80 E-1519 10-10-57 State of N.M. None Amerade Petroleum Corp.
b, ™23 S., R. 34 E. y17.12 E-1865 5-10-58 State of N.M. None Gulf 0il Corporation
Sec. 1: () Lots 1, 2,3,4, Sl Az
Sec. 2: SE} / \w\ \
5. T. 13 S., R. 34 E. 160 E-2580 4-11-59 State of N.M. None Ohio 01l Company
Sec. l: SW{ _
6. T. 13 ., R, 34 E, 160 E-6873 1-10-63 State of N.M. None Skelly Oil Company
Sec. 1:
v8.7¢
7. 78-:8% E-8473 9-21-6h State of N.M. None Warren Patroleum Co~p.
8. 80 E-U645 111060 State of N.M. None Champlin Refining Company
1595 -9

8 STATE TRACTS AGGREGATING 3595+12 ACRES, MORE OR LESS
LEA COUNTY, NEW MEXICO
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UNIT OPERATING AGREEMENT
> FOR THE DEVELOPMENT AND OPERATION OF THE
SLICK UNIT AREA
LEA COUNTY, NEW MEXICO

-

THIS AGREEMENT, made and entered into this ¢ ~ day of July, 1957, by

BLE UEUWELH bhdeis vae wowr f o m e hviny vi sivae ey ToMue  manty Af the first nAart.

hereinatter referred to as "Operator", and Amerade Petroleum Corporation, Champlin
Refining Company, F. J. Denglade, Gulf Oil Corporation, Ohio 0il Company, Philiips
) Petroleum Company, Skelly 0il Company and Warren Petroleum Corporation, parties
of the second part, hereinafter referred to as "Non~Operators".
WITNESSETH:
WHEREAS, the parties hereto have concurrently herewith as of the date

hereof, entered into a unit agreement for {he development and operation of the

Slick Unit Area, hereinafter referred to as the "unit agreement"”, which said agreement
embraces the following described land situated in Lea County, New Mexico, hereinafter
referred to as the "unit area":

Township 1Z-South, Renge 3k-East, N.M.P.M.

Section 36: All

Township 13-South, Ruuge 3%-Bast, J.M.P.M,

|
|
{ Section 1: Lots 1, 2, 3, and 4, Sink, Sk
;

Section 2: Lots 1 and 2, SINEL, SE}
| containing 1595.89 acres, more or less; and
i ) WHEREAS, Section 6 of said unit agreement provides that costs and expenses
: and working Interest benefits are to be allocated and apportioned among the working

’

interest cwners in accordance with the terms of an operating agreement to be entered
into by and between such working interest owners and this agreement is entered into
between the parties hereto in accordance with said Section 6 of the unit agreement.
E NOW, THEREFORE, it is mutually agreed between the parties hereto as follows:
‘ ARTICLE I

| | Conflict with Unit Agreement

In the eveat of any conflict between the terms of this agreeme:t and the
| terms of the unit agreement referred to hereinabove, the terms of said unit agree-

! ment shell be deemed to control and this agreement modified accordingly.




ARTICLE II

Titles

Upon request of any party to this egreemeant, the other party shall furnish
to the requesting party complete abstract or abstracts of title to its interest in
said lands, together with all records and informetion available to or in its pos=-
session or files affecting its said titi= in any way. However, each party hereto
warrants and guarantees to the other party, title to the interest it agreed herein
to contribute tc the joint enterprise covered by this agreement. The intent of each
party in giving this warranty and guarantee is toc indemnify and save harmless the
other party from loss or liability because of any such failure of its or his titl~.

Should the title of auy party hereto to any lease or interest contributed to this

agreement fail or terminate, in whole or in part, the interest of the party whose

title has so failed or terminated shall be reduced in proportion to the amount of

title lost; provided that there shall be no retroactive adjustment of any costs or
; expenses charged prior to the final determination of said loss or failure of title.
ARTICLE III
Operator |
|
Slick O0il Corporation is hereby designated as "Operator™ of the unit i
|
area and as Oper=tcr shall, subject to the terms and provisions of this agreement
and said unit agreement, have the full and complete management of the development and
1 operation of said unit area for the production of oil, gas, casinghead gas, and
- other hydrocarbon substances.
ARTICLE IV
Test Well
Cperator shall, on or verore August 10, 1957, commence or cause to be
commenced, operations for the drilling of a test well for oil and gas to be located
in approximately the center of the REINWE of Section 1, Township 13-South, Range
3k-Bast, N.M.P.M., and shall drill said well continuously with due diligence and
without unnecessary delay to a depth of 13,700 feet or fluid in the Devonien formation,
whichever is first attained, unless some impenetreble substance is encounter=d at
a lesser depth. Said well shall be drilled by Operator in accordance with all
applicable laws and regulations and all formations in which shows of oil and gus
are encountered shall be tested and in the event said well is completed as a dry hole,

the same shall be plugged and sakandoned by Operator.

-2 -
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ARTICLE V
Participating Interest of Parties

The working interest owners subject hereto as parties of the second part
shall be responsible for only such portion of the cost of drilling the initiel

[ ] -

N 2, clImie s ARn mems 2F a Aww hale or a non-commercial well. as they may
have expresgly sgreed to in writing cther than by this agreement; provided, however,
in the event drill stem tests made in connection with the drilling of said well
indicate the discovery of o0il or gas in raying quantities in the Devonien formation,
or if the Devonian formation proves not to be productive and tests made in the pre-
cess of the drilling of the well indicate the discovery of oil or gas in paying
guantities in sny formation found at & lesser depth than the Devonian formetion,
operations thereafter conducted in connection with the same shall be for the Jjoint
&ccourt of the parties hereto and shall be borne by such parties in proportions
hereinafter set forth which shall include the cost of the production string of casing,
tubing, wellhead connections, flow lines, tanks and all other equipment which may
be necessary or required to complete such well as such wells are customarily completed
in accordance with good oil field practice, and shall also include the cost of
rlogoing hack; nerforating. fracing, acidizing, and testing and other costs customarily
incurred in completing or attempting to complete wells of a similar character.

All development and operating costs incurred by the Operator other than
for the drilling of the initial test well in connection with the further developmeat
of the unit area in sccordance with the terms of this agreement as well as all pro-
duction of unitized substances therefrom shall be borne and owned by the parties hereto

as folliows:

Philiips Petroleum Company 10.0257
F. J. Danglade 7.519%
Anmerada Petroleum Corporation 2.5065
Gulf Oil Corporation 1k.948L
Ohio 0il Company 10.0257
Skelly 0il Coupany 10.0257
warren Petroleum Corporation 4.9358
Champlin Refining Compeany 5.01L29
Slick 0il Corporation 34.9999

T100.0000%

ARTICLE VI

Limitations on Expenditures

For the purposes of this agreement, there is hereby established a joiat

account to be kept by the Cperator to which shall be charged all costs and expenses




incurred in drilling and equipping (or plugging and abandonment, if a dry hole) all
wells except the initisl test well provided for in Article IV hereof.
Operator shall advance and pay all costs and expenses incurred in the

development and operation of the lands covered hereby and all such costs and expenses

execant with wacrnand +a dho s-22 0 7 UL aeil o enddl Lo Lolal Ly wie paroles Lereld in

the proportions set forth oppnsite their respective names in Article V hereof, in-
cluding all buildings, structures, improvements, material, machinery, perscnal
property and other jointly-owned equipment. Operator shall make ro single expendi-
ture in excess of Five Thousand Dollars ($5,000) without first obtaining consent there-
to by Non-Operators; provided, however, the approval of the drilling of a well in
accordance with Article XIIJ hereof shall include &l expenditures for the drilling,
completing arnd equipping such well including the costs and expenses of froviding
necessary lines, separators, and lesse tankage.

Operator, at its election, may require Non-Operators to advance their
respective proportionate shares of all drilling, development and operating costs here-

under except in connection with the initial test well. I Operator elects to require

-such advencements, it shall, on or before the first of each calendar month, submit

to Non-Operators an itemized statement of eunck coctc for the succeediuy calendar |
month and within fifteen (15) days thereafter, the respective Non-Operatcrs shall
pay their proportionate shares of such estimate to Operator. Adjustment between
estimates and actual costs shall be made by the Operator at the close of each calendar

month and the accoun

thie working interest owners adjusted accordingly for the
succeeding calendar month.
ARTICLE VII

Books sand Records

Operator agrees tc keep accurate 1ecords and accounts reflecting all

charges, costs and expenses incurred hereunder as well as all credits due or received

from the operation of the unit area. All such costs, charges and expenses to be

charged to the Joint account shall be in accordance with the provisgsions of the

accounting procedure sttached hereto, made a part hereof, apd for the purposes of
identification marked Exhibit "C". In case of c&nflict between the provisions of
the accounting procedure attached hereto as Exhibit "C" and the provisionc of this

agreement, the provisions hereof shall control. Non-Qperators shall pay to Operator




their respective proportionate shares of all such costs, charges and expenses in

accordance with said accounting procedure. The books and records of Operstor re-

lating to all operations hereunder shall be open for inspection by the respective

Non-QOperators, or their duly authorized representatives, at all reasonable times.
ARTTCLE VIII

Liens

Operator shall keep the land and unit area free from liers and encun-
brances occasioned by its operations except such liens as the working interest
owners elect to contest and save cnly the lien granted to the unit operator under
this agreement.

ARTICLE IX
Insurance

Operator shall carry insurance and shall require its contractors or
subcontrastors to carry insurance in the following amounts to cover its operations
pursuant to the terms of this agreement:

(a) Workmen's compensation insurance meeting the requirements of the
State of New Mexico; and employers liability insurance with limits of not less
than $25,000

{v) Genersl public liability insurance with limits of not less then
$100,000 for any one person in any one accident and not less than $300,000 for
more than one person injured in any one accident, and not less than $300,000.for
property damage per accident:

(¢) Automobile public lisbility and property damage insurance for not
less than $100,000 for injuries to one person, and $200,000 for injuries in one
accident, and $5,000 for property damage.

All premiums peid for insurance carried by Operator as hereinabove pro-

vided shall be charged to the joint account as operating expenses and shall be paid

by the parties hereto in the same manner as other operating expenses are to be paid.

Operator will furnish al11 Non-Operators with certificates of insurance in complience

with the above.
ARTICLE X
Taxes

Operator shall render, for ad valorem tax purposes, the entire leasehold




rights and interests covered by this contract end all physical property located

thereon or used in connection therewith, or such part thereof as may be subject to

ad valorem teaxation under existing isws, cor which may be made s'ibject to taxation

under existing laws, or which may be made subject to taxation under future law and

Al mese Faw dhe hanafid Af tha icdnt account, all such ad valorem taxes at the time
and in the manner required by law which may be assessed upon or against all or any
vortion of such leasehold righis and interests and the physical property located there-
on or used in conwnection therewith. Operator shall bill Non-Operators for their pro-
portionate shares of such tax payments as provided by the accounting procedure attached
hereto.

In the event any tsxable valusation is assessed upon or egainst sald property
or any portion thereof, which the Opersator deems to be unreasonsble, it shall be the
duty of Operator to protest said taxable valuation within the time and menner as pre-
scribed by law, and prosecuts such protest to a finel determination unless the parties
agree to abandon such protest prior to final determination. When any such protested
valuation of such property shall have been determined, Operator shall pay, for the
Joint account, the taxes so determined together with any interest or penalty accrued
by reason of such protest, and bill Non-Operators for their proportionate shares of
such paymerte in accordance with the accounting procedure attached hereto.

Each of the parties hereto shall have the right, at their own expense, to

appear and pariticipate in any proceeding to pi'otest taxable valuation or other matters

ARTICLE XTI

Offget Obligations

Operator will, for the Joint account of the parties hereto, comply with all
of the express and implied covenents of the leases subJject hereto, and shall opersate
and develop said leasehold premises as & prudent operator; provided, however, that
Operator shall not be require¢ to drill sny well to meet any offset well obligation or
obligations unless the drilling of such well is mutually agreed upon by the parties
hereto, subject, however, to the rights 'gran‘bed the parties under the provisions of
Article XIIT hereof.

ARTICLE XII

Drilling Contracts

All wells drilled within the unit area after the initial test well is

drilled shall be drilled on a competitive contract basis at the usual rates pre-
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vailing in the region of the unit area. Operator may, if it so desires, emplcy

its own tools and equipment in the drilling of such wells but in such event the
charge therefor shall not exceed the c¢mmpetitive prevailing rate charged ty irdepend-
ent contractors doing work ~f a similar nature. If ‘he parties who are to psrticipate
“avoe CusL Ol Gillling &ny well ars unable to mituslly agree upon the competitive
contract price, Operator shall cbtain bids from at least three responsible drilling
contractors who are ready, gbie and willing to drill a well of a itype contemplated
by the parties hereto at the proposed well location, and said competitive contract
price shall be the lowest acceptable bid received which will result in the mcst
economical drilling of said well. All drilling shell be under contracts spproved

by the parties hereto which shall contein appropriate provisions that any well
drilled and completed shall nct deviete in excess of five degrees from perpendiculzr.

ARTICLE XITI

Additional Drilling

No well other than the initial test well provided for in Article IV
hereof shall be drilled on the unit area unless &nd until agreed upon in writing by
the parties hereto; provided, however, that when a well hes been authorized Operator
shall hewve 21l aond cGEpicele authcrity to incur any costs and expenses in connection
with the drilling and completing of such well without securing the consent of Non-

Operators.

In the event the parties hereto are unebls to agree upon the drilling of
any additional well or upon the deepening, pluggirg back, or reworking of any well
(if such deepening, plugging back, or reworking will cost more than $5,000) which
may have been drilled with the mutual consent of the parties hereto, such additional
well may be drilled or such operations for the deepening, plugging back, or reworking
of any such well may be undertaken by the party or parties desiring to drill or carry
on such operation. In such case, the party or parties desiring to drill such well
or to carry on such operations shell give written notice to the other party or parties
setting forth the estimated cost of the drilling of the well or operations to be
carried on and the party or parties to which such notice is directed shall have

thirty (30) days within which tc clect %o participate in the cost of drilling such

well or the carrying on of such cperations and the failure of such party or parties




to notify the party or parties giving such notice of its cr their election to

participate in such costs shall be considered as an election not to participate in
the cost thereof. The party or parties desiring to drill such well or t~ carry on

such operations shall commence the drilling or other proposed operations within sixty
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not to join therein and thereafter complete such drilling or other operaticns with

due diligence in order to be entitled tc the benefits of this article.

In the event any well drilled or sny cperation for the deepening, piugging

back, or reworking of any well in accordance with this article results in a dry kole
or a well not capsble of producing unitized substances in paying quantities, tke

party or parties drilling the same or carrying on such operations shall be sclely
responsible for the cost thereof and all liagbility arising from or growing out of the
same. If the driliing of aay such well or the carrying on of such operations should
result in the completion of a well capable ¢f producing unitized substances in paying
quantities, a separate account shall be kept showing the cost of each such well

or such operations and the party or narties which drilled such wcll or carried on such
operations shall be entitled to receive all of the proceeds of production paysble on
account of the working interest of the non-participating party or parties until such
time as the participating party or parties shall have received an amcunt equal to

200% of the amount which would have heen peaid by the non-participating party or parties
had such party or parties elected to participate in the drilling of suzh well or

such operations., plus 100% of the operat would normally have been paid
by the non-participating party or parties from the time of the cqmpletion cf such
well until the participating party or parties have heen feimbursed to the extent of
200% as above provided. After the party or parties which shall have participated in
the cost of drilling, deepening, plugging back or revorking any well to the extent
egbove provided shall have been reimbursed for 200% of the cost which would normelly
have been paid by the non-participating party or parties as hereinsbove provided, said
well shall be operated for the joint account of the parties hereto and the unitized
substances and all pipe and other equipment installed and used in connection with such
well shall be owned by the parties heretc, the same as if all parties hereto bhad
initially participated in the cost thereof; provided, hbwever, if any such well should

fail to produce or cease to produce in paying quantities before the receipt of the
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reimbursement above provided for, the well may be plugged and abandoned at the
sole cost, risk and expense of the participating party or parties and the latter
shall be entitled to all salvage value derived from the well to the extent necessary
to complete reimbursement =s sbove provided plus the coast of plugging and ebandoning
such well.

If any operation carried on pursuant to the provisions of this article
involves the deepening, plugging back or reworking of any non-commercial well,
the participating party or perties shall psy to the non-participating party or

parties a sum equal to the proportionate value (determined in accordance with Exhibit

"c", after deducting the cost of recovery) of the equipment and recleimsble casing
i and tubing on and in any well in which said deepening, plugging back or reworking
operations are to be conducted and the amount so paid shall constitute a pert of
the cost of the deepening, plugging back or reworking such well of which the partici-
pating party or parties shall be entitled to reimbursement out of production on
the basis sbove provided.

The party or parties who conduct operations pursuant to this article shall
| comply with all velid rules and regulations and shall assume all obligations per-
‘ talning to such well or operations under the lease covering the lands on which such
operations are conducted.

Notwithstanding anything expressly or implied in the foregoing to the con-
trery, no well shall be availeble for deepening or plugging back until nroduction
from the formation in whicn it is then completed is abandoned by mutual agreement.

ARTICLE XIV

Abandonment of Wells

Yo well which is producing or which has once produced shall be abandonéd
without the mutual consent of the parties hereto; provided, however, if the parties
are unable to agree as to the abandonment of any well, the party or parties not
desiring to abandon said well shall tend » to the party or parties desiring to
sbendon the same, its proportionate share of the salvage value of the material and
equipment in and on said well which value shall be determinéd in accordence with

the accounting procedure sttached hereto as Exhibit "C", less the estimated cost of

salvaeging and less estimated cost of plugging end sbandoning. Upon the receipt of




said sum, the party or parties desiring tc abandon such well shall without
warranty of title, either e.press or implied, assign to the party or parties tender-
ing such sum, such party or parties interest in said well and in the materiéi and
equipment therein and thereon and suzh party or parties shall execute transfer orders
or any other instrament or irstrumeunts &3 may be necessarv or recuired tc nermit the
non-abardoning party or parties to rec2ive the proceeds of all production from
said well which may be produced from the formation or formations from which such
well is then producing but only insofar as said formstion or formations underlie
the acresge allocated to such well undex the then established spscing or prorstion
unit established by the New Mexico Cil Conservation Commission. The party or psrties
not desiring to asbandon any such well shall hold the other party or parties hereto
free, clear and harmless from sny and all lisbilities or ctligations arising from or
grewling out of the operation of such well. Such party or parties shall comply
with all valid rules and regulations ard shall assume all obligations under the lease
upon which such well is located pertaining thereto.
ARTICLE XV
Employees

All persors engaged in operating the premises covered hereby shall be
employees of the Operator and shsll not be joint employees of the parties hereto.
The number of employee., the selection of such employees, the hours of labor and the
compensation for services to be pajid any and all employees shall be determined solely
by Operator.

ARTICLE XVI

Delay Rentels and Shut-in Roysalties

All delay rentals, shut-in gas royalties and other payments necessary to
be made to meintain the leases subject hereto in force and effect shall be paid
as provided in Article 11 of the unit sgreement.

Each Non-Operator shall furnish Operator, not later than ten days prior
to the date that such payments are due, evidence of such payments.

Operator shall promptly ncotify Non-Operators in writing at such time as any
well drilled hereunder is shut-in for lack of market or ceases to produce for any

reason.
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ARTICLE XVII

Arrcage to Premises

Each party heret  sha'i have, but is not limited to, the following
gpecific rights anc priviies s,

(a) Access tu the i=nd: tnd premises at all reasonable times
to inspect ithe work «Ff drilling and operatione;

(v) All geological and gecophysicsl maps, charts and reports
which have heen cbtsained at the joint expense of the parties hereto;

(c) Daily driliing, well progress snd cesing reports;

(d) Schlumberger lcgs =ni reports and all other scientific logs
and reports;

(e) Upen request, Neon-Operators shall be furnished with a reasonable
amount of all samples and cuttings teken and saveqd;

(f) Upon request, Non-Operators shall be furnished with copies of
drillers logs and all other logs and records showing the
formations, production indicetions, measurements, interpretations
and cther pertineni data.

(g) Upon request, Non-Operators shall be furnished with copies of all
run tickets and all other records showing deliveries to the pipe line
carriers or purchaser of production and deliveries into storage.-

(h) The Operator agrees tc consult with Non-Operators on all matters
out of the ordinary and not routine in their nature to the end
that the QOperator shall have ihe benefit ot the advice of the Non-
Operators in handling such matters aand will give due consideration
thereto. Matters out of the ordine~- and not routine in their
nature shall include but not be liwited to the prosecution of ap-
plications before regulatory vodies relative to designation of the
well sparing pattern, gas-oil ratio limits and other matters per-
taining tc field rules.

ARTICLE XVIII

Operator's Lien

Operator shall have, and is hereby granted, a first and prior lien on
the interest of Non-Operators in the lands covered heréb&, and on Non-QOperators'
interests in the wells on such lands and all its production therefrom, and on their
interest in the proceeds of all such production and the eguipment and material on
said lands, as security for the payment of any amount due and owing to Operator by
Non-Operators under this contract. It is agreed that in the event any amount due
and owing to Operator by any Non-Uperator is not peid as provided herein within
sixty (60) davs from the Aus date theracf Opcrotor may Serve wrllleu order to tne
purchaser or purchasers of such Non-Operator's share of such production and the

service of such written order zhall sasutnorize and require such purchaser oir pvrchasers
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to pay the proceeds theresfter beo-ming due ard owing for said production to QOperator

until it shall have been reimbursed to cdate for and on account of such Non-Operator's

delinquent part of such smaunt: s» du2 and owing under this sgreement together with

iaterest thereon (as herwin providsd) »% *be rate of six percent (6%) per sanum.
ARLICLE X1X

Dispozal of Production

Each of the parties Leretn shell own and, at its own expense, shall tske
in kind and separately dispose of its proportionate share of all the unitized sub-
stances produced and saved from the lezse acreage coavered hereby, exelusive of the
production that the unit Operator may use in developing and produvuning operations and
in preparing and treating <il fur market purposes and of production unavoidably lost;
provided, that each of the parties shall pay or secure the payment of the royalty in-
terest on its proportionate psrt of the production. At such time or times as a work-
ing interest owner shall fail or refuse or take in kind or separately dispose of its

proportionate part of said productiocn, Operator shall have the authority, revocable

by wvorking interest owner at will, t5 sell all or part of such production to others
at the same price which Operator rereives for its own portion of the production. All
such sales by Onerator cf working interest owmer's production shall be only for such
reasonatle periods of time &s are consistent with the minimum needs of the industry
under the circumstances, but in no event shall any such sale be for a period in excess
of one (1) year.

ARTICLE XX

Overriding Royalties and Obligations Payable out of Production

If any leasehold interest committed to the unit agreement is burdened with
an overriding royalty, obligation payable out of production, or any similaer encum-
brance, paysble in excess of the usual one-eight (1/8) royalty to the State of New
Mexico, the same shall be paid oat of the unitized substances allocated to the lease-
hold interest burdened with the same.

ARTICLE XXT

Asgignability Sarrender or Terminaiion cf Interests

No leasea lana czormnitted < the unit agreement shall be surrendered in

whole or in part unless the parties hereto mutually consent thereto. Should any




party at any time Cecire %o z.rr:zider wy Llesse compritted to said wnit agreement and the

other parties shculd not szree or consert to such surrender, the party desiring to

so.surrender shall assign, with~ut express pr implied warranty of title, all of such

party's interest in zich lzase &5 the Opareitor to bte held in trust for the cther

varties hereto in prapwti-- 7. 3ks interest then severnllv held dbv them rn an

notify the Operator and other parti=z therecf and 1n such case,

portion to their respective intersst ¢n an acreage basis. Such

be held by the Operator for b=z tanefit of thohse who desire to participate in pro-

free and clear of all lierns and encumbrarnces wwd upon delivery thereol, the assign-

ing party shall be relieved of =il Pfurthsr cbligations with respect to the lease or

leases so assigned, but such assignment shall nct relieve the assigning party of any

obligations to the joint account incurred with respect to such lease or leases prior

to the assignment thereof.

Any working interest owner chall have the right at any time while not in

default of any ¢f the provisiones hereosf or indebted to the Joint account to be re-

lieved of all farther ohligaticns on gccount of said unit agreement and the pravisions

hereof except the obligation to pay such party's proportionate part of the cost of any

well then drilling under the provisions of the unit agreement or this agreement by

assigning to the Operator all of the interest of such party in all leases committed

N FRW eanat b PR SR 1.
o the unit agresment to be he

to the interest then severally held by them on an acreage basis.

shall be assigned free and clear of all liens and encumbrances.

participatiug interest.

acreage basis in the unit aresn. IFf <11 of the parties do not desire to participate
in the interest so assigned, the ps-ty or parties not desiring to pa~.cicipate shall
the assignment shall
assignment shall be

All such interests

In such event, the

Operator shall pay the working interest owmer desiring to be relieved of such further
obligations for such party's proportionate interest in all casing, materiels, equipment,
fixtures and other personal property belonging to the joint account, the fair salvage
value thereof determired as prcvided in Exhibit "C" attached hereto less estimated

cost of salvaging and less estimated cost of plugging and ebandoning, and the amount

80 paid shall be charged to the other parties in proportion to thelr respective

No assignment, mortgage or other transfer affecting the respective interests




of the parties in the Contrazt Area, the production therefrom, or eguipment thereon,

shall be made unless tiie same shall cover the entire undivided interest of assigror,
mortgagor or seller in the Contract Area; and such assignment mortgage or sale shall

be made to no more than two individuals, companies, corpcrations or other entities,

1t being the intent of thie —wmas?adan domalndes e 1 0 Lal 0 Civpucny wiad opCcTaT1OD

of the Contract Ares; provided, that the sale of a lesser interest than the seller's

entire undivided interest may be made upon securing the unanimous approval of the

other party or parties hereto in writing.

ARTICLE XXIT

Force Majeure

Operator shall not be lisble to Non-Operators for any delay or default in
performance under this agreement due to any cause beyond its control and without
its fault or negligence, including but not restricted to, acts of God or the public
enemy, act or reguect of the Federsl or State Government or of any Federal or State
office or agent purporting to act under authority, floods, war, fires, storms, strikes,
interruption of transportation, freight embargoes or failures, exhaustion or unavaila-
bility cr delays in delivery of any material, equipment or service negessary to the
performance of any provision herecf, or thz loss of holes, Dlow-outs or happening of
any unforeseen accident, misfortune or casualty whereby the drilling or completion

of any well hereunder is delayed or prevented.

ARTICLE XXIII

Contributions from Cthers

Any contribution, whether of money or property interest, toward the
drilling of any well drilled on the unit area pursusnt to the provisions of this
agreement shall be shared in by the parties hereto in proportion to their participa-
ting interest in such well; providea, however, the provisions of this section shall not
apply to the initial explofamory test wells required to be drilled pursuant to the pro-
visions of Article IV hereof.

ARTICLE XXIV

Except as herein otherwise expressly rrovided, =211 potices, reporis or

other cormunications required or permitted hereunder shall be deemed to hnave teen

properly given or delivered when delivered personally or when sent by registered mail
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or telegraph with all postage or charges fully prepaid; and addressed to the parties
hereto, at the addresses set opposite their respective names, or such other sddresses
as may be thereafter furnished. The date of service by mail shall be the dste cn
which such written notice or other commmnication is deposited in the United States

Post Office. addressed as showre rrarided.

NAME : ADDRESS

Phillips Petroleum Company

Attn:

F. J. Danglade

Attn:
Amerada Petroleum Corporation

Attn:
Gulf 0il Corporation

Attn:
Ohio 0il Company

Atin:
Skelly 0i) Compeny

At*n:
Warren Petroleum Corporation

Attn:
Champlin Refining Company

Attn:

ARTICLE XXV

Laws, Rules and Regulations

All the terms and provisions of this agreement are hereby made expressly
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subject to all State and Federel laws and to all valid rules ead regulations of any

duly constituted governmental authority having Jjurisdiction in the premises and it is
uwnderstood that Operator shall comply with any end all such rules, laws and regalations.
In the event any provision of this agreement is invalid under any applicable law, rule or
regulation, such provision shall be deemed to have been deleted from this agreement and
this agreement modified accordingly.

ARTICLE XXVI

Liability of Parties

The liability of the parties hereunder shall be several and not joint or
collective. Each party shall be respoﬁéible only for ifs obligations as hereinabove
set forth and shall be liable only for its proportionate share of the costs and ex-
penses provided for hereunder. Nothing contained herein shall be construed as having
created or as having been intended to create a partnership, & joint venture, an associa-
tion, a trust, mining partnership or other entity.

Whenever the term "joint account"™ is used herein, the parties hereto use
such language merely as a convenient method of referring to tne accoviting necessary
between them, and no such phraseclogy shall ever be construed as creating a Jjoint
liability on the part of the parties hereto for any obligation incurred in this agr-e-
ment, or as set apart or creating any fund or Jointly owned property for the satisfac-
tion of any such obligation, or as creating a common fund for any other purpose.

ARTICLE XXVII

Income Tax Election, Sub-Chapter K,
O0f Chapter 1 Sub-Title A Internal Revenue Code

Notwithstanding any provisions herein that the rights and liabilities of
the parties hereunder are several and not joint or collective, or that this agreement
and the operations hereunder shall not constitute a partrnership, if ror Federal income
tax purposes, this agreement and the operations hereunder are regarded as a partner-
ship, then each of the parties hereto hereby elects to be excluded from the applica-
tion of all of the provisions of Subchapter K, Chapter 1, Subtitle A, of the Intermsl
Revenue Code of 1954, as permitted and authorized by Section 761 of said Code and the
regulation promulgated thersunder. Operator is hereby authorized and directed to

avanitta An hahel £
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uch evideunce 01 this election as
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mey be regquired by the Secretary of the Treasury of the United States or tne Federal

Internal Revenue Service, including specificaliy, but not by way of limitation, all
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of the returns, s:iatements, and data required by Federal Regulation§ 1.761-1 {a).
Should there be any requirement that each party hereto further evidence this election,
each party hereto agrees to eXecute such documents and furnish such other evidence
as may be required by the Federal Internal Revenue Service or as may be necessary
to evidence this election. Each party hereto further agrees not to give any notices
or take any other action inconsistent with the election made hereby. If any present or
future income tax laws of the state or states in which the property couvered by this
agreement is located, or any future income tax law of the United States, contain, or
shall hereafter contain, provisions similar to those contained in Subchapter K Chapter
1, Subtitle A, of the Internal Revenue Code of 1954, under which an election similar
to that provided by Section 76l of said Subchapter X is permitted, each of the parties
hereto hereby makes such election or agrees to make such election as may be psrmitted
by such laws. In making this election, each of the parties heretc hereby states that
the income derived by him from the operations under this agreement can be adequately
determined without the computation of partnership taxable income.

In the event Operator executes for and on behalf of the other varties hereto
any election authorized under the provisions of this section, Operator shall give
notice of such election to the other parties hereto.

ARTICLE XXVIII

Effective Date and Term

This agreement shall become effective as of the effective date of the unit
agreement and shall remain in full force and effect during the term of said unit
agreement and any and all extensions or renewals thereof, and, in the event of the
termination of the unit agreement for any reason, this agreement shail continue in
full force and effect as to all wells which have not been pluggedvand abandoned
as of the time of the termination of the unit agreement and the rights and interests of
the parties hereto in such wells and their participation in the production therefrom
and in the cost of the operation thereof, shall be governed by the provisions heve-
of and this agreement with respect thereto shall remain in full force and effect
50 long as any such well is capable of producing oil or gas in paying quantities.

ARTICLE XXIX

Misceilaneous Provisions

A. The terms, conditions and provisions of this agreement shall extend to

-17 -




and be binding upon and inure 10 the benefit of the partles hereto and their suc-

cessors and asrigns; and this agreement shall constitute a covenant running with
the lands covered hereby.

B. All property, real or personal, subject to this agreement shall be
the property of the parties hereto as their interests mav armasyr harermdew  evhioad
however, to the rights and powers herein granted Operator.

C. The funds received by Operator under this agreement need nct be
segregated by Operator or maintsined by it as a joint fund but may be comingled
with its own funds and distributed by Operator as provided in this agreement.

D. The captions or headings preceding the various parts or sections of
this agreement are inserted and included solely for convenience and never shall be
considered or given any effect in construing this contract, or any part of this
contract, or in connectlon with the duties, obligations or liabilities of the parties
hereto, or in ascertaining the irntent of the parties hereto if any question of intent
should arise; it being the intention of the parties that this agreement shall be con-
strued as a whole.

E. Operator shell examine or cause to be examined the title to the leese-
hole estate or estates covered hereby which are +o be the site Of drilling operations
or are the offsets thereto and shall secure the necessary curative for said title
or titles. The cost and expense so incurred shall be charged to the joint account
of the parties hereto.

IN WITNESS WHEREOF, the parties hereto have executed thig agreement es cof

the day and year first hereinabove written.

ATTEST: SLICK OIL ig?fORATLON

-// % (/% By /4/({/1/ ",,_/ fte—’ ‘
ASSIZTANT Secretary L ViLE President
Date z/}f /62:1 ) UNIT OPERATOR AND WORKING INTEREST
OWNER
ATTEST: PHILLIPS PETROLEUM COMPANY
By:

Secretary

Date
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Secretary
Date
ATTEST:

Secretary
Date
ATTEST:

Secretary
Date
ATTEST:

Secretary
Date
ATTEST:

Secretary
Date
ATTEST:

Secretary
Date
Date
Date
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AMERADA PETRCLEUM COnPORATION

By:

GULF OIL CORPORATIOH

By:

OHIO OIL COMPANY

By:

SKELLY OTIL. COMPANY

By:

WARREN PETROLEUM CORPORATION

By:

CHAMPLIN REFINING COMPANY

2




Date
F. J. Denglade
Dete
STATE OF ., D S g0/ Q
AN oo

COUNTY OF __-~7/g 3 A () 0

_ The foregoing instrument was acknowledged before me this 4 7 /:/&ciay of
sl 5 1957 by  SAMUEL E. SIMS , ICE PRESIDENT of Slick
¥ Co tion, a Ao gt sl corporstion on behalf of said corporation.

My commission cxpires:

CRAR 0Ty .
LL_IEERTINE »cwk.‘q‘.“.'-‘,:'..?""'.;" Publie N 7 .
A N i 4 ; - g ; i’
MYy ekt Preen Jyne 1208, ~ ol 7 {// _
Notary Fublic
STATE. OF ]
o SS.

COUNTY OF 8

The foregoing instrument weas acknowledged before me this day of

s 1957 by P

of Phillips Petroleum Compet~y, & corporation on behali of said
corporation.

¥y commission expires:

Notery Public

STATE OF )
Ss
COUNTY OF
The foregoing instrument was acknowledged before me this day of
1 0OK"7 h~r '
> A my 2 S
of Amerada Petroleum Corporation, a ‘corporation on behalf of said

corporation.
f
My commission exypires:

Notary Public
STATE OF 8
SS.
COUNTY OF 8
The foregoing instrument was aclmowledged before me this day of
> 1957 by P . of Gulf Oil
Corporation, a L corvoration on behalf of said corporation.

My commission expires:

Rotary Public
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STATE OF 8
ss.
COUNTY OF
The foregoing instrument was acknowledged before me this day of
» 1957 by ’
of Ohio 0il Company, & corporation on behalfl of said corporation.

My commission expires:

Notary Public

STATE OF 0
§ ss.
COONTY OF
The foregoing instrument was acknowledged before me this day of
s 1957 by ’ of Skelly
0il Company, 2 corporation on behalf of said corporation.

My commission expires:

Notary Public

STATE OF g
§ ss.
COUNTY OF 0
The foregoing instrument was acknowledged before me this day of
s 1957 by - s of Warren
Petroleum Corporation, a corporation on behalf of said
corporation. :

My commission expires:

Notary Public

STATE OF g
ss.
COUNTY OF 0
The foregoing instrument was acknowledged before me this day of
» 1957 by ’ of Champlin
Refining Company, & corporation on behalf of said corpora-
tion.

My commission expires:

Notary Public




STATE OF 0
§ ss.
COUNTY OF
s foregoing instrument was acknowledged before me this day of
» 1957 by , and his wife,
::" LR S Thapsln
Notary Public
STATE OF 8
SS!
CCUNTY OF
The foregoing instrument was acknowledged before me this day of

,» 1957 by F. J. Danglsde.

My commission expires:

Notary Public
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EXHIBIT ' s_" PASO-T-1955-2

Attached to and made a pua:rt of Sitck Unit (Jpcr dnga\gmm
: dated July iv, 1957, Lea County, New Mexico

ACCUOUNTING PROCEDURE
(UNIT AND JOINT LEASE OPERATIONS)

1. GENERAL PROVISIONS
Detinitions

“Joint property’ as herein used shall be constrizcd to mean the subject arca covered by the sgreenient to whah this "Accouating Procedure™

is at.
tached.

“Operator’ as herein used shall be constried to mean the party designated 1o conduct the development and operstion of the subject area for the
joint account of the parties hereto.

“Non-Operator” as herein used shall be construed to mean any onc or morc of the non-operating partics.

Statements and Billings

Operator shall bill Non-Operator on or before the jaa da2y of each month for it proportionate shaie of costs and expenditures during the preced-

ing month.

Such bills will be accompanicd by statements. reflecting rhe total covts and charges ac ser forth under Subparagraph below:

A. Statement in detail of 3l charges and credits to the joint a:count,

B. Sratement of all charges and credits to the joint account, summarized by appropriste ¢lassifications indicative of the nature theceof.
C. Statements as follows:

(1) Detailed statement of material ordinarily considered controllable by operators of oi and gas propertie.;

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

(3) Detaded statement of any other c¢harges and credits.
Payments by Non-Operator

Each parcy shaii pav its proportion of all «uch bills within fifteen (193 dasvs afier recaipt thereof.  1f payment is not made within such time, the

unpaid balarce shall bear interest at the rate of six per cent (697) per annum unn! paid.

Adjustments

Payment of anv such bills shall aot prejudice the nght of Non-QOperatar 1o pratest o question the correctress thereof.  Subject to the exception
noted in Parsgraph § of this section a1l statements rendered to Non-Qperitor by Operator during any calendar year shall conclusively be presumed
to be true and correct after vwenty-four (24} monthe fallowing the cnd of any such calendar vear, unless within the said twenty-four (24) month

period Noun-Operator tahey wrnitten exception thereto and mahes ciaior on Operator for adjustment. Failure on the part of Non-Operator to make

claim on Operator for adjustir ot within sich period shall cseablish the correctness thereof and preciude the filing of exceptions thereto or making
of claims for adjustraent thercun.  The provisiont of this paragriph shall not prevent adjustments resulting from physical inventory of property as
provided for in Section VI Inaventories, hereof,

Audits

A Non-Operator, upen aotive in writing to Operator and all other Non-Operators, shall have the righe 1o audit Operator’s accounts and records
relating to ith: accounting hercunder for any calendar vear within the twenty-four 124) moath perind following the end of such calend.. year, pro-
vided, however, that Non-Operator must take written oxeeption 1o and make cdaim upon the Operator for all discrepancies disclosed by sad

Where there are tao or more Non-Operators. the Non-Operators shall inake every reasonable
effort to conduct joint ur stmultaneous audits in 2 manner which will resulr in 1 ninimum of inconvenience to the Operatos.

audit within s2id twenty-four (24) month period.

II. DEVELOPMENT AND OPERATING CHARGES

Subject to limitations hereinafter prescribed, Operator shall charge the joint account with the following items:
Rentals and Royalties

Dclay or other rentals, when such renrals are paid by Operazor for the joint account; rovalties, when not paid directly o royalty owners by the
purchaswr ot the utl. gav, cadnghead gas. or other products.

Labor
A

Salarier and wages of Operator’s enplovees directly engaged on the jowt property o the development, maintenance, and operation thereof,

invluding salaries or wages paid to geologists and other emplovees who are temporarily assigned to and directly emploved on a drilling well.
B. Operator’s cost of hotiday, vacation, sickness and disability benefits. and other customacy allowances applicable to the salaries 2ad wages charge-

able wunder Subparagraph 2 A and Paragraph 1t of tius Section . Costs under this Subparagraph 2 B may be charged on 2 "when and a3

on the amount of salaries and wages chargeable under Subparagraph 2 A and Paragraph 11 of this
Section H. If percentage assessment 1s used. the rate <hall be bawed on the Operator’s 151 experience.

paid basis” or by Tpercentage assessmest”

C. Costs of eaxpenditures or contributions made pursuant to assessments imposed by govermmental authority which are applicable to Operator's labor
cost of salaries and wages 1s provided under Subparagraphe 2 A, 2 B, ind rurazraph 11 of this Section [L

Employee Benefits

Operator’s current cost of established plans for cmnlavecs zrop LI Liuisnad, bospicatization, pension, retirement, stock purchase, thrift, bonus,

and other benefit plans of 2 like nature. 2pplicable to Operatar’s labor cost, provided that the total of such charges shall not exceed ten per cent

{(10%) of Operator’'s labor costs as provided in Subparaxraphs A and B of Paragraph 2 of chis Section 11 and in Paragraph (1 of this Section .
Material

Material, equipment, and supphics purchased or furnished by Operator for use 01 the joint property.  So far as it is reasenably practical and con-

sistent with efficient and ecoromical operation. oniy such marterial shatl be purchased fur ur transferred to the juint property 2s may be required for
i nmediate use; and the accumulation of surplus stocks shall be avoided.

Transportation

Transporiation of emplovees, equipment. matenal, 3nd supphes necessary for the development, maintenance, and operation of the joint property
subjccr to the following limizations:

A. If material is moved to the joint property from vendor’s or from the Operator’'s warehouse or other properties, no charge shall be made to the

joint account for a distance greicer than the distance from the ncarest rehiable suppiy store or railway receiving point where such material is
avaitable, except by special agreement with Non-Operator.




B. If surplus material is moved te Operator's warchouse or other starage point, no charge shall be made to the joint account for a distance greater
than the distance from the nearest reliable suppiy store or railway receiving point, exvept by special agreement with Non-Operator.  No charge
shall be made 10 the 1int account for moving material to other properties belonuing to Operator, except by special agreement with Non-Operator.

6. Service
A. Outside Services:
The cost of contract services 2nd utilities procured from outside sources.
B. Use of Opcrator’s Equipment and Facilities:

Use of and service by Operator’s exclusively owned equipment and facilities as provided in Paragraph § of Section 111 entitled "Operator’s Ex-
clusively Owned Facilities.”

7. Damages and Losses to Joint Property and Equipment
Al caure nre exnences necesirry to realice v remsie damages ot losses incurred by fire. flood, storm. thefr, acadent, or anv uilier cause not con-
trollable by Operator through the exercise of reasonable diligence.  Upcrawor shail ivionh Non-Upgraior winien ncing wi Qdinagss of Ioases n-
curred a3 soon as practicable after report of the same has been received by Operator.

3. Litigation Expense

All costs and expenses of litigation, or kegal services otherwise nccessary or expedient for the protection of the joint interests, including attorneys’

fees and expenses as hereinafter provided, together with all judgmente obtained against the parties or any of them on account of the joint operations

under this agreem=nt, and actual expenses incurred by any party or parties hercto in securing cvidence for the purpose of defending against any
action or claim prosecuted or urged against the joint account or the subject martter of this agreement.

A. If a majority of the interests hereunder shall so agree, actions or claims affecting the joint interests hereunder may be handied by the legal
staf of one or more of the p.rries hereto; and a charge commensurate witk cost of providing and furnishing such services rendered may be
made against the joint acccunt; but no such charge shall be made untii approved by the legai departments of or attorneys for the respective
partics hereto.

B. Fees and expenses of outside attorneys -hall not b charged to the joint account unless authorized by the majority of the interests hereunder.

9. Taxes

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

10. Insurance and Clzims

A. Premiums paid for insurarce required to be carricd for the benefit of the joint account, together with all expeaditures incurred and paid in
sectlement of any and 2! losses, claims, damages, judgments. and other expenses, including legal services, not recovered from insurance carrier.
B. If no insurancc is required to be carried, ali actual expendizures incurred and paid by Operator in scttlernent of any and 21l losses, claims, dam-
ages, judgments, and any other expenses, inciuding legal services, shall be charged to the joiat account.
11. District and Camp Expense (Field Supervision and Camp Expense)

A pro rata poruon of the salaries and expenses of Operator’s production superintendent and other employees serving the joint property and other

properties of the Operator in the same operating area, whose time is not allocated directly to the properties, and a pro rata portion of the cost of
maintainiog and operating a produection office known as Operator’s HO O .. T, et e eenes e

office located ac or neaar Hﬂm Tm. {or 4 comparable office if location changed), and
necessary suboffices (if aay), maintained for the convemence of the above-dewribed office, and all necessary camps, including housing facilities for
employees if required. used in the conduct of the operations on the [vint property and uvther properties operated in the same locality. The expense
of, less any revenue from, these facilities should be incluiive of depreciation or a fair monthly rental in licu of depreciation on the investment. Such

charges shall be anportivned to all properties served on somne equitable buis consistent with Operater’s accounting practice.

12. Administrative Overhead

Operator snall have the night to assess z2gainst the juint property covered hercby the following management and adviinistrative overhead charges,
which snall be in heu of 1l expenses of all offices of the Operatee not covered by Section Il Paragraph 11, above. including salaries and expenses
of personnct assixned to such offices, except that salaries of geologists anc  ther employees of Operator who are iemporarily assigned to and directly
servang on the joine property will be charged as provided in Section I Paracraph 2, above. Salaries »nd expenses of other technical employees as-
signed 1o suck offices will be considered as covered by overhead charges in this paragraph unless charges for such salaries and expenses are agreed
vpon betweer. Operator and Non-Operator as 2 a..wct charge o the joint property.

WELL BASIS (Rate Per Well Per Month)

PRODU "ING WELL RATE

DRILLING WELL (Use Co apletion Depth)
RATE
. Ak Wells
: Well Depth Each Wei! First Five Next Five Over Ten

$ 250.00 $50.00  $40.00 . $30.00 .

i
i
f
I
'

, AL Overhead charges for drilling wells shall begin on the date each well is spudded and terminate when it 1s on production or is plugged, as the

case may be, except that no charge shall ix made during the suspension of drilling operations for fifteen (15) or more consecutive days.
B. In connection with overhead charges, the status of wells shall be as follows:

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

2y Warer supply wells utilized for water flooding operations shall be included in the overhead schedule the sane 1< producing ol wells.
- (3) Producing xas wells shall be included in the overhead schedule the same s producing oil wells.

—2




13.

14.

b
S

4.

14) Wells permanently shut down but on which plugging opcrations are deferced shall be dropped fromi the overhead «chedule at the time the
‘hutdown s effected. When such wells are plugeed, overlead shall be chareed at the producing well rate during the nime required for the
plugsing opcration,

14} Wells being plugged back, drilled deeper, or converted to 1 source or input welt shall be indluded 1o the cvrehaad sohiedile the same ac dnll.

irg wells,

16) lempcranly shut-down wells (other chan by governmientai reguiatory body ) wloch ace not producid o =kl o fur g persd of 1 full

calendas month shall not e included in the overhesd schedule; however, wells shut in by governmentit rouilitory body shali be included
. . . . . 1

N R T i PP SN
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unit allowable. all wells capable of producing will be counted in determining the overhead ¢} rge.
(7) Weils completed in dual or multiple horizors shall be considered as two wells in the producing vverhead sheduie.
(8) Lease salt water disposal wells shall not be included in the overhcad schedule unlews such welle ars uced 5 & weondary ricovery program
on the joint property.
C. The above overhead schedule for producing wells shall be applied to che total number of wells uperares under the Dprrating Agrecment to which
this accounting provedure is attached, irrespective of individual leases
D. It is specifically undeistood that the above overhead rates apply only to drilling and producing spcratims and are met nteaded to cover the

construction or operation of additi~-al facilities such as, bur not limited to. gasoline plants. v coswor plants repressuring piojects. salt water
disposal facibities, and similar .. icys. If at any time any or all of these becoine necessity o the uperstion, 2 wparate igreement will be
reached relative to an overhead cha.  and allocaticn of district expense.

E. The above specific overhead rates may be amended from time to time by agreement between Operator snd Non-Operator if, in pract
found to be insufficient or excessive.

¢, they are

Operator's Fully Owned Warehouse Operating and Maintenance Expense
{Dcscribe fully the agreed procedure to be followed by the Operator.)

Other Expenditures
Any expenditure, other thin expenditures which are covered and dedlt with by the {uvregoing provisions of this Section I, incurred by the Opera-

tor for the necessary and priper devclopmen:. wiintenince, and operation of the joint property.

III. = ASIS OF CHARGES TO JOINT ACCOUNT
Purchases

Marerial and equipmuent purchaved aed servive procured shatl be charved ac price paig by Operator after deducuion of ot discounts actually received.

Material Furnished by Operator

Material required for operations shall be purchased for direct churge to joint account whenever pracuicable, excepr that Operater may furnish such
material from Operator’s stocks under the following vonditions:

A. New Muaterial (Condirion “A™)

(1} New material transferred from Qpeeator’™s warchouse or other properties shall Le priced f.o.b. the nearest reputable supply store or railway
recenving point, where sech material is available, at carrent replacement cost of the same kind of matenial. Tins wiil include material such
a5 tanks, pumping unirs. sucker reds, cunines. and other major cquipm-nt.  Tubular goous. tvo-inch (27) and over, shall be priced on car-
load basis effective at date of traasfer and f.ob. railwav recaving point nearest rhe joint account operation. regardiess of quantity transferred.

(2) Cther imaterial shall be priced on basis of 3 reputable supply company’s preferential prive list effective at date of transfer and f.0.b. the store
or railway recciving point nearest the nint account operation where such material s avaitable.

"3y Cash disceunt shall not be allowed.

R. Uted Material (Condition "B and "C™)

(1) Material which is in sound and serviceabl conditior and 1s suiizble for roose without reconditioning shall be ¢lassed as Condition "B and

priced at seventy-five per cernt (7590 ) of new price.
2y Marerial which canrot be clavatied as Condition "B but which,
(a) Afrer reconditioning wilt be further serviceable for onivinal funcron v good secondiznd mawral (Condivon "B7), or
(b) Is serviceable for onginal function but substantialiy sot sumtable tor reconditiomug,
shall be classed as Condition “"C™ and priced at fitty pec cont (50700 uf new prce
(3) Material which cannot te classified as Condition "B or Condition "C shall be priced at 2 value commensurate with its use.

i4) Tanks, buildinzs., and ciber equipment involving erevtion costs shall beocharced at applicable sercentace of knocked-down new price.
Premium Prices

Wheneser matenals and equipment are not readily opbtainable 2t the customary cupply pamt and au prices specified in Paragraphs L oand 2 of this
Section HI becaure of nationsl emergencies, stnikes or other unu wal causes over wiuch the Operator has no control, the Operator may charge the
joint account for the required matenals on the basis of the Op: rator’s dir~ct co.t and cxpense incurred in procuring such materials, in making it
suitable for use, and in moving it 1o the location, provided. howerer. that nodce in writing s furnished to Non-Operator of the propused charge prior
to billing the Non-Operator for the material and or . juipmen. acquired pursuant o this provision, whereupon Non-Operator shall have the righe,

by s0 CleCLINE aNd NOUTvinK Upcrasus withar 10 o 3
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Rz Opzrstar o fureich in kind or in ronnage as the parties may

seree, at the lovation, nearest railwey receiving pony, or Operator’s storage point within a comparable distance. al! or part of his share of material
and.'or equipment suitable for use and accepeable o the Operarar. Transportation coste on any such material furnished by Non-Operator, at any
point other than at the foca.ion, shall be borne by woih Non-Operator.  If. puriuanz to the nrovisions of this paragraph, any Non-Operator furnishes

material and/or equipment in kind, the Opersior o nake appropriate credsts therefor to the aceount of said Non-Operator.

Warranty of Material Furnished by Operator

Operitsr does not warrane the mazerial fursished beyvond or back of dealer’s or manufactu-er’s guaranty; and in case of defective material, cred-

it shall not be pass d untn! adjustment has meen recenned by Operater from the manu®acrurers or ther sgents.

Operator’s Exclusively Owned Facilities

The following rates ~hall apply o servive resdered to the joint account by faadities owned exclusively

v QOperator:

AL Water, fuel power, compressor and orher auniliary services at rates commcnsurate with cost of providing and furnnhing such sernice to the

tw prevahing in the field whore the joint property s locatud.

J0IRT dwvo.it bul not
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8. Autumotive equipment at rates commensurate with cost of owncrship and operation.  Such rates should generally be in hine with the schedule of
rates adopted by the Perroleum Motor Transport Association, or some other recognized organization, as recommended uniform charges against
joint account operations and revised from time to tme.  Automotive rates shall include <ost of oil. gas, repairs, insurance. and other operating
expense and depreciation; and charges shall be based on use in actual service on, or in conncction with, the jnint account operations. Truck
and tractor rates may include wages and expenses of driver.

C. A fair rate shall be charged for the use of drilling and clezning-out tools and any other items of Operator’s fully owned machinery or equip-
ment whick shall be ample to cover maintenance. repairs, depreciation. and the service furnithed the joint property; provided that such charges
shall not :xceed those currently prevailing in the field where the joint property s located. Pulling units shall be charged at houriy rates com-
mcasuratz with the cost of ownership and operation, which shall include repaies and muaintcnance, operating supplies. insurance. depreciation, and
taxes. Pulling unit rates may indlude wages and cxpenses of the operator.

D.

A f{air rate shall be charged for Lihoratney ceevicse aeefnrmed hyv Oncerator for the benefit of the ioint account. such as gas. water. core, and anv
other analyses and tests: provided such charges shali no: cxceed those currentiy prevatiing if performed by outside service laborataries.
E. Whencver requested. Operator shall inform Non.Operator in advance of the rawes it proposes to charge.
F. Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient.

IV. DISPOSAL OF LEASE EQUIPMENT AND MATERIAL
The Operator shall be under no obligation to purchase interest of MNon.Operator in surplus new or secondhand material.  The disposition of major
items of surplus material, such as derricks, tanks, engines. pumping units, and tubular goods, shall be subject 1o mutual determination by the parties
hereto; provided Operator shall have the right to dispose of normal accumuiations of junk and scrap material either by transfer or sale from the
joint property.
Material Purchased by the Operator or Non-Operator

Material purchased by either the Operator or Non-Operator shall be credited by -

Operator to the joint account for the month in which the
material is removed by the purchaser.

Divisior in Kind
Divisionn of material in kind, if made between Operator and Non-Opcrator, shall bo in propnetion to their respective interests in such material.  Each

party wiil thereupon be charged individually with the value of the matcrial reccived or receivable by cach paety, and corresponding credits wiil be
niade by the Operator to the joint account. Such credits shall appear in the monthly statement of operations.

Sales to QOutsiders

Sales to outsiders of material from the joint property shall be credited by Operator to the joint zccount at the ner amount collected by Operator
from vendee.  Anv claims bv vendee for defective material or otherwise shall be charged back to the joint account if and when paid by Operator.

V. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT

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

New Price Defined

New price as used in the following paragraphs shall hive the same meaning and application as chat wsed 2bove in Section 111, “Basis of Charges to
Joint Account.”

New Material

New material (Condition "A'"), being new material procured for the joint account but never used thercon, at ene hundred per cent (10097) of cur.
rent new price (plus sales tax if anv).

Good Used Material

Good used material (Condition "B™), bheing used matcrial in sound and scrviceable condition, suitable for reuse without reconditioning:
A.

Ac scventy-tive per cent (7577 ) of current new price if marerial was charged to joint account as new, or

B. At sixty-five per cent (657¢) of current new price if material was onginally charged 1o the joint property as secondhand at seventy-five per
cent (75%) of new price.

Other Used Material
Used material (Condition ""C™), at fifty per cent (307¢) of current new price, being used material which:

A. After reconditioning will be further serviceabie for original function as good secondhand material (Condition "B"), or
B. Is serviceable for original function but substantiaily not suitable for reconditioning.

Bad-Order Material

Material and equipment (Condirion "D}, which is rio longer usable for its onginal purpocc without eacessive repair cost but is further usable for
some other purpose, shall be priced on a basis comparable with that of items normally uswed for that purpose.

Junk

Junk (Condition “E™), being obsclete and scrap marcrial, at prevailing prices.

Temporarily Used Material

When the use of material is temporary

and its service to the joint account dos not jurtify the reduction in price as provided in Faragraph 3 B,
zbove, such material shall be priced on

a basis that will leave 2 net charge to the jotnt accourt consistent with the valuc of the seevice rendered.
VL INVENTORIES

Periodic Inv-ntories, Notice and Representation

At reasonable intervals, inventories shall be taken by Operator of the joint account material, which shall include all such material as is ordinarily

considered controllable b. operators of oil and gas properties.

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

Failure of Non-Operator to be represented at an inventory shall bind Non-Operator to accept the inventory 2aken by Operator, who shall in that
event furnish Non-Operator with a copy thercof.

Reconciliation and Adjustment of Inventories

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

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

Special Inventories

Speciz! inventories may be taken, at the expense of the purchaser, whenever there is any sale or change of interest in the joint property; and it shall
be the duty of the party selling 1o notify all other parties hersto as quickly as possibic after the transter of interest takes place.

In such cases, both
the scller and the purchaser shall be represented and shall be governed by the inventory so taken.
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