STATE OF NEW MEXICO it r\i ~CU
ENERGY, MINERALS AND NATURAL RES@URCES DEPARTMENT
OIL CONSERVATION DIWISION N wl
Ny

IN THE MATTER OF THE HEARINGS CALLED
BY THE OIL CONSERVATION DIVISION FOR
THE PURPOSE OF CONSIDERING:

APPLICATION OF LIME ROCK RESOURCES II-A,
L.P. FOR APPROVAL OF COMPULSORY POOLING,
EDDY COUNTY, NEW MEXICO. Case No. 14,820

APPLICATION OF LIME ROCK RESOURCES II-A,
L.P. FOR APPROVAL OF COMPULSORY POOLING,
EDDY COUNTY, NEW MEXICO. Case No. 14,821

APPLICATION OF LIME ROCK RESOURCES II-A,
L.P. FOR APPROVAL OF COMPULSORY POOLING,
EDDY COUNTY, NEW MEXICO. Case No. 14,822

APPLICATION OF LIME ROCK RESOURCES II-A,

L.P. FOR APPROVAL OF COMPULSORY POOLING,
EDDY COUNTY, NEW MEXICO. Case No. 14,823

MOTION TO DISMISS

Mewbourne Oil Company ("Mewbourne") moves the Division for an order dismissing
the above compulsory pooling applications, and in support thereof, states: |

1. Lime Rock Resources II-A, L.P. ("Lime Rock™) has filed the above applications
seeking to force pool all depths from the surface to the base of the Yeso formation underlying the
E%SWY4 of Section 7, Township 18 South, Range 27 East, NN M.P.M. The Yeso formation is
apparently the primary target of the four wells involved in these cases.

2. Mewbourne is the operator of the S% of Section 7 under an Operating Agreement
dated May 15, 1973. This agreement covers one hundred percent (100%) of the working

interests as to the following depths:



(a) Below the base of the San Andres formation in the W/2SWY of and W.SEV4

Section 7;

(b) All depths except the Qrayburg and San Andres formations underlying the

E%»SWY: and NEYSEY: of Section 7; |

© All depths in the SEY4SEY: of Section 7.

See Affidavit of Corey Mitchell, attached hereto as Exhibit A.

5. The Operating Agreement remains in effect due to the following:

(a) The initial well drilled under the Operating Agreement was the Peterson Com.

Well No. 1, located 1980 feet from the south and east lines of Section 7. The Peterson

Com. Well No. 1 was a commercial well, and is still producing; and

v(b) The Operating Agreement provides, in Section 10, that it shall remain in effect so

long as any of the oil and gas leases subject to the agreement remain in effept. All of the

oil and gas leases listed in Exhibit A to the Operating Agreement remain in effect.
Id.

3. The depths which Lime Rock seeks to pool in these cases include depths covered
by the May 15, 1973 Operating Agreement and the West Red Lake Unit Agreement.

4. The pooling statutes provide that a working interest owner may force pool other
interest owners in a well where other owners "have not agreed to pool their interests." NMSA
1978 §70-2-17.C. In these cases all of the interest owners in the E/2SWY of Section 7 have
voluntarily agreed to pool their interesté (i) as to the Grayburg and San Andres formations under
the West Red Lake Unit Agreement and Unit Operating Agreement, and (ii) as to all other depths
under the May 15, 1973 Operating Agrepment. Thus, force pooling is improper.

WHEREFORE, Mewbourne Oil Company requests that these cases be dismissed.



Respectfully submitted,

e, pﬁw

Jalnes Bruce

Pttt Office Box 1056

Santa Fe, New Mexico 87504
(505) 982-2043

Attorney for Mewbourne Oil Company

CERTIFICATE OF SERVICE

I hereby certify that a,copy of the foregoing pleading was served upon the following
counsel of record this _>-9v l day of April, 2012 by hand delivery:

"
ﬁames Bruce

Ernest L. Padilla
P.O. Box 2523
Santa Fe, New Mexico 87504




STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARINGS CALLED
BY THE OIL CONSERVATION DIVISION FOR
THE PURPOSE OF CONSIDERING:

APPLICATION OF LIME ROCK RESOURCES II-A,
L.P. FOR APPROVAL OF COMPULSORY POOLING; _ ‘
EDDY COUNTY 'NEW-MEXICO. Case No. 14,820

APPLICATION OF LIME ROCK RESOURCES H-A,
L.P. FOR APPROVAL OF COMPULSORY POOLING, p
EDDY COUNTY, NEW MEXICO. €ase No. 14;821

APPLICATION OF LIME ROCK RESOURCES II-A,
L:P. FOR APPROVAL-OF COMPULSORY POOLING,
EDDY COUNTY, NEW MEXICO. Case No. 14,822

APPLICATION OF LIME ROCK RESOURCES H-A,

L.P. FOR APPROVAL OF COMPULSORY POOLING,
EDDY COUNTY; NEW MEXICO. Case No. 14,823

AFFIDAVIT OF COREY MITCHELL

COUNTY OF MIDLAND )
) ss.
STATE OF TEXAS )

Corey: Mitchell, béing dtil'y sworn upon his-oath, deposes and states:

1. 1 ain over the age of 18, zin‘d_ have personal knowledge of the. matters stated herein.
2. [ am a landman for Mewbourne:Oil Company (“"fMeWb"o,umef"'),
3. Except as. noted below, Méwbouthe. is the, operator, of the Sl of Sectlon 7,

Township 18 South, Range 27 East, N.M.P.M. under an Operating Aigreement dated May 15,
1973, atrue copy. of which is attached hereto as Attachment 1 (the "Qperating Agreement").

4. The original operator under ‘the. Operating Agreemént. was. Matk: Produiction,
Company,-which is now known as Mewboturne Qil Company.

. EXHIBITA



5. The initial well drilled unde1 the Opezatmg Agréement. was the Peterson Com.
Well No. 1, located 1980 feet:from the south and east lifies of Section 7. The. Reterson Con.
‘Well No. ,1__ was & cqmmermal well;-ands still* producing.

} 6. The Operatmg Agreement provides, in Section 10, that it shall.remain in effect so
long a8 ary of the oil and, gas leases subject to the agieement remam in-éffect. All of the oil.and
gas leases listed in Exhibit A to the Operating Agre¢iiiént remain in effect.

T The Operating. Agreement covers all depths in the S' ‘of ‘Section 7 except the
following shallow.dépths:

(@)  The surface to. 1900 feet ‘subsurface underlying the SW¥%SWYi of Section 7,
which was' assigned by Gulf Oil Corporatiori (a party: to' the: Operating Agreement) to.
Nearburg & Ingram by:-the Assignment of Oil and Gas Lease, dated September 8, 1958, a
true-copy of which is attached hereto as Attachment: 2.

(b)  The Grayburg and San Andres formations urderlying the EVSWy4, WiaSE%,
and NE‘ASE% of Scctmn 7, as deﬁned in, the Unit Agreement for, the "West 'R'e’d‘ Lake.

(¢)  The surface to 1910 feet subsurface: underlying the NWY%SW' of Section 7, and
the surface to the base of the San, Andres formation. undetlying the WY2SE% of Section 7,
which were. retained under a farmout agreement from ExXxon Corporanon to Mark
Production. Company; dated May 11, 1973, a trué copy of whlch is; dttached hereto as
Attachment 4.

8. One hundred percent (100%) of the working interests in the oil and gas leases
described in the. Operating Agreement,. except as to the shallow depths described above, are
committed to the Ope_raung Agreement.

9. The -depths which Lime Rock Resources II-A, L.P. seek to pool in these cases
include-depths'below the shallow-depths described above,

Corey Mftchell

SUBSCRIBED AND SWORN TO before me this 55 day of April, 2012 by Corey
Mitchell.

My Commission Expires: E; / ( ?)/ &b\ SM M }5( wbok}»Q_ \\»ﬂ
; Notary Pul?} ;\“ )

e

SHERRY BARCLAY

5’*\% Notary Public, State of Texas
~‘.-"~,5 My Commission Expires
FIE May 13, 2016

—— T




A.AP.L:FORM 610 -

MODEL FORM OPERATING AGREEMENT-1956

Non-Federal Lands

OPERATING AGREEMENT
DATED.

fm— May X5, | 1973

FOR UNIT AREA IN TOWNSHIP.._18S . , RANGE

278

Eddy . - COUNTY, STATE OF._New Mexico

Red Lake Area.

:MARK, PRODUCTION COMPANY #1 PETERSON

8/2. SECTION 7

AMERICAN. ASSOCIATION OF PETROLEUN LANDMEN
APPROVED FORM. A:.A‘P.L. -NO, 410
MAY BE ORDERED DIRECTLY FROM THE PUBLISHER
ROSS - MARTIN COMPANY,  BOX 800, ‘TULSA' 74181
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A:APL. FORM é10

OPERATING AGREEMENT
THIS. AGREEMENT, entered into this 15th _ day of May: 1873, between
hereafter. désignated s “Operator”, and thé ﬁ!@ﬂtqw.pqﬂiéi other lhan Operator.

WITNESSETH, THAT‘

WHEREAS the parties to this.agreement are owners of oil and- gas: leases covering and; If 80 indicated,
unleased mineral intéresta in"the tracts ot land described in Exhitit “A",. -and_all paﬂkl Kave feached an
ogreement to éxploré and:dévelop thesa leases and interests for oll and.gos-to the extent snd as herelnafter
‘provided;. "

NOW, THEREFORE; it is agreed as follows:

1. DEFINITIONS
(As used in this sgreement; the following: words end terms shali have (he meanings. here asciibed 16
them:- :

{1) .The words “party™ and “parties™ shall always mean a party, or parties, to this agreement,

(2) The partics to this agreement-shall always be, referred to Ay ite or “they", whether the parties be.cof~
porate bpdibs..-parmerahipsi associations, or persons Teal.

3 “The term’ "oil and Zas" shall include oll, gos, casinghead gas; gas condensate, and.all other liquid or gase+
ous:hydrocarbons; ‘unless an intent to-limit the inclusiveness of thisitérm ia specifically stated.

(4) :The term “m.l and’ gas-interests” shall: mean unleased-fee. ahd mineral’ lnterms in. tracts of land lying
within the Unit Area  which are owned by parﬂes 1o this agreement,

(5) The term “Unit Ares"” thail refer to and include ail of .the lands, oil ana:"gn;s.‘leasehold'finleresu?and-611-
and gas-interests:infended to be developed and-operated for oil and gas purposes under this agreement.
Suchlands, oll and gas:léasehcld interésts and il and gas interests are described in Exhibit “A",

(6) The tefm "drilling uRjt" shall mean the srea fixed for the drilling: of one well by ordet or rule of any
tate or federal body having-authority, - It-a’drilling unit i#-not tixed by any siich Fulé or drder; & drilling
unit shall be. the.dilling unilt es éstablizhed by the pattern of drilling In the Unit Area or ss fixed by ex=
préss agréement of the parties;

(7) All exhibits attached to this agrecment are made s part of the-contract s .fully.as though copied in tull
in',‘iﬁe ‘contract,

(8) The words “equipment” and “materials” 28 used here are synonymous. and shall mean-and include.all
oil field supplies and. personal property acquired for uze.in the Unit Area.

2. TITLE EXAMINATION, LOSS OF LEASES AND OIL AND/GAS INTERESTS

A, Title’Examinations

There shall be qo,’eﬁr_pﬁ}qﬁmnq{ title to'leases, or. to.0il and gas interests, except that title to the.lease:
coveriiig the;}and upon. which the exploratory well isto be drilted'in accdr:iahéé with-Section 7; shall be exame
ined on aicompléete abstract record by Ope"r;it:or.'g ‘attorney, and the title to, both. the oil. and :gas Jease and to
thé.fée title of the. léssors thust .be approved by the examining attorney,.and accepted by all parties. A.copy of
the examining attorney's opinion shall be sent to .each party immediately after the opinjon is written, and,
also, each party:shall bé given; asithey aré written,-a copy of all subsequent ;supplemental attorney's reports:
A goodl-faith effort to satisfy the examining attorney's requiremetits shall ‘be made by the party owning the
lease covering: the drillsite. 4 . |

Ittitlé 1o the proposed drillsite is not approved by the éxamining attorney. or the lease is not acceptable,
for a-miaterial reason, and all the parties.do.not; accept the title, ‘the partiesishall select a new drillsite. for the
first-exploratory welly provided, if/the: parties. are:unable to agree.upon.ariathét diilisite, this agreement shall,
in that caseé, come to an end and all parties shall tYen forfeit their rights and be relieved of -obligations-here-
under; If a new drillsite is selected, title to the oil and gas lease; covering it and -to the fee ditle of tKe lessor
shall be’examined, and title shall be ipproved of ‘actepted or rejected In like manner as provided above conie.
cerning the drillsite fifst selected. I titlo to the ofl and’ gas lease: covaring the second cholee drilliite is not
approved or accepted, other drillsites shail be successively.selected and title.examined, until & drillsito o choseén

“Individual Loas"
Revised 1067



A.ADPL. FORM 610

to which-titie is approved ‘o accepted; of until the parties fail lo select.ancther drillsite. A8 in the case-of.the
drillsite; first ‘selected, So,a1s0: with successive choices if the time comes, that.the parlics have. not approved
title.and arc undgble to agree upon dh alternate' drillsite, the coditract.shall] in that casé:and at-ihat (ime; come
to an end ‘and all parties shall forteéit their rightsiand be relieved of obligationsiunder this:contract.

‘No well otherithan the first-test shall be drilled in the Uhit Area until after (1) the title to the Jease
covering the:Jands upon.which such/wellis-to be located ‘has been eic’égi}:jpgq by Operator's attorney, and (2_)
thé-title has been approved by the examining attorney and. the title. bas ‘beén .accepted by all of the . parties
who are to-participate in the drilling of the well, ,

‘B. Fuiluteé of Title: ‘ '
‘Should any- oii and :gas‘léaseé or interest-therein, bé lost through failure.of title; this agrecement. shall;
nevertheless, cofitihue i fofce: as to all remalning JTeases:and interests; and
(1) The party whose lease or ‘interest is affected by thie title failure shall bear alone the entire Joss and it
shiall ot be’ éntitled to recover frém Operator or the other. parties any -development or" operating costs
whieh it.may. have therctofore paid, but there shall be:no:monetary, liability on its:part lo the other par-
ties-hereto by reason of stich*title failure; and
(2

—

There.shall be.no.retroactive adjustment of ‘expensés iricurred or révenves received from thé. operation
of the ‘interest: which has:beeri last, but the Interests of the.parties shall be revised on an acreage. basis,
as of the time’it'is determined.finally that-titie: failure has ‘otcurred, iso that the ‘interest of the party
whose lease or fnterest Is atfected by ‘the title failure will thereafter-be reduced in the Unit Area by the
.amount of the interést lost; and .

(3) 1M thé proporiionate interests of the othér partics heréte In any ‘producing well therétofore drilled on
the: Unlt Area is Inercased by. reason of the title failiire; the party whose title has failed shail roceive
the procceds attributable to the l_nclrea‘sc_: in such interests (less.operating’ costs attelbutable thereto)
until it has been reimbursed for unrceovered costs patd by it In conneetion with:such well; and

(4

'

Should any person,not.a party 1o this agreement, Who'is determined to.beithe owner of any-iaterestin
the title which has failed, pay in any manner any part:of the cost.of operation, deveélopment, or.equip-
ment, or-cquipment previously paid under this agreement, such amount shall be proportionately paid -to

the party. or ‘parties herélo who in-the;first instance paid the eosts which are so refunded; and:

—

(5) ‘Any lisbility v‘to.' account'lo a~lhird,~.paﬂ_y for. prior production. of. oil -and gas which drises by reason of
title failure.shall be borné by theparty ér partiés whosé- title failed in-the same. proportions in which
theéy shared 'in such prigr production,

"C: "Losa of Lieasos for Causes Othier Than TitleiFatlure:

If any lease. 'or :interest subject to this agreement be lost through failure to develop or because express

or implied’ covenants-have not been per_fo_rme_ii, or »i’ffany_ lease be permitted.to expire at the end of its primary
term and’ not be'renewed or'éxiénded'! or if any. léase ;)r interest thercin is':l,qu_ due to thefact:that the produc-
tion thérefiom is:shutiih by reason of lack of market, the loss-shall'niot be considered a/failure of title and'all
such’ Josses:shall, be joint Josses and shall B’e‘isofhe»by -all partiés ip proportion to their interests and there:shall
be no gcad:_justméht of:interests in the Unit Area.

bit “B* and for the'primary term therein stated. As:to such intoredts; i€ owner shall Fécéivé royalty on.produc-

Ftached; hérelo fs Exhibit. “B”. Such.party shall, however,

be subject to all gt TGvisions of this agréément relating to lessces, to the extént that it owns the lesse¢

‘4. INTERESTS OF PARTIES
Exhiblt “A" lists ail'of the parlics, and their respective p&:rcenlng'{; or fractional interests -under his
agreement.  Unless changed by other provisions; all costs and linbilitics'incurred ‘in opefations under ‘this con-
“tract shall be borne and paid, and al} cquipment-and material acquired in operations on the ‘Unit Arci shall be
owned, by the partics:as their interests are given In Exhibit “A", All prodisction of «ail.ond gas from the Unit
Aren,:subjeel Lo the payment of lussor's royalties, shallulse be ownedsby the partics In the same manner,
I D

“Indivirlual Loss"
Revised 1967
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Tf-the interest of any party in-any. oil and, gas lcase covered by this:agreement:is subject to-an overtidiig
royaity, production payment; or othcr chiargesoveér anid above the usual one-éigthhk (%) royalty, such-party shall
assume and alone bear, all such cxcess obligatiohs and shall aecount ‘for ‘them 1o the owners thercof- out of:its
share-of the working intéFest praduction:of. the Unif -Arca,

* 5. OPERATOR OF UNIT:

____Mm_nnnummu_cmm . . " shall be lhe Operator of
the Unit-Area, and’ shall conduet ,and dircet and have Iu)l control of: all operahons on-the Unit’ Area as per-

mitted 35d° rcqu:red by, and wuhin the limils of,. this agrcemenh It.shall conduct.all such operaﬁons—in a good

and' workmanlike manner, hut: 1t shall have no liability as’ Operalor to the other parlies for -losses sustamed
or liabilities mcurred except: such as may Tesult from . gross neg)lgence or from breich of the provisions of
this: agrgcmenl o

6. EMPLOYEES

The number of employees 'and“lheir-‘s'e!ecl:lon, and the hours of labor and the compensation for services
performed, shall bedetermined by-Operaior. All employees shall. be*the. employees of Operator..
75 TEST WELL
On or'before the__L5th dayof _ August | 18 73_, Operator shall commence the drill-
ing-of a well for 6il and gas in the féllowing location:

1980' FEL & 1980' FSL of :Section 7, T-18-§5, R-27-E
dey Cotnty;, New 'México

aid shall theréifiér-continu€ the drilling: of the weil ‘with due-diligence to .a ‘depth of 9,600* or to a
‘depth sufficient to test the Morrow sand formation

unless granité.or othef practically impenetrable substange’is encountered at-a lesser:depihor-unlessall‘parties
agree to complete the well at a lesser depth, |

Operator-shall miakeé: reasonable. tests of‘all-formations encoutitered ‘duting-drilling whiéh .glve indica-
tioh of ¢ontaining:oil and gas'in quantities sufficient:to fest, unless {his agreement shall be Jimited in its-ap-
ﬁlic_';:lion to a “specific for-magion or‘fbrmntibns, in which event Operitor shall be required 16 test only the
formation or formatichs 16 which- this agreenient ‘may- apply.

1t i Opcralor's judgment the well will not :produce oil ar gas in_paying quantities, :and -it. wishes 1o
plug-and dbandon the testas :;‘d'ryu hole, it shall first :secure the consent of all parties to the pluggfn’_g;'arid the
well.fhall:thén be plugged and. abaidohed a§ promptly as possible,

8. COSTS AND EXPENSES
Except a5 hérein otherwxse specifically pmv:ded Opérator shall. plompuy pay.and discharge all costs
and expenses incurred in .the- dcvelopment and operation of the Ynit Area pursuant {o this agreement and shail
charge each of ‘the parties .héreio with their respective propoftionate.shares upon fhie. Cost'and éxpeiise, bisis
provided in ‘thé Aécounting Procediré attached hereio and.marked Exhibit “C". If any provision of Ex-
“hibit,“C"" should be jnconsistent with any, provision ¢contained:in ‘the‘body of this agreément, the. provisions in:
the. body of: this agreemeént shall prevail.

.Operator, &t it eléétion, shall have the. right from time.to time to demand and recéive from the other
‘parties payment-in-advance of their respective shares of the eslithated amount of-the.costs to -be incurred in
operations '}icrcundért'duriri_g ihe ‘next succeeding month, which right may be exercised only by submission to
¢ach such party of an itemized: statement of such .cstimated costs, iogether with an invbice for ‘its share there-
of. quh such stalement andinvoice for the payment in ddvaice 61 éslimated costs shall be submitted on- or.
before the 20th.day of theniex( preceding:manth. ‘Each party sh.a‘}J pay lo Operator ils propcriionn-lc share of
such éstimate within fifteen (15) days afier such estimate and ihvoice is.réeeived, I any par ty fails to:pay-its
share of :said estimate, within said tiitie, the’ amount die shall bear interest at-the rate of gx _pereent -per
annum.unm‘;pald. "Proper ad)us}mcnt ‘shall:be made-monihly ‘belween. advancecs and. actual. eost, to the end
that;¢ach party shall bear. nnd pay its proportionale share of actual costs incurred, ‘and: no imore.,

—3 e
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9. OPERATOR'S'LIEN
‘Opcrator is given a first and preferred lien on the intetest of cach pirty covered: by. th'.is."cqu_l.'dcft, and
in-cach party’siinterest.in oil and gas, produced &nd -the proceeds thereof, and.upon egcb:pgny‘s'imeresl,in'.ma-'
terial and equipment; 1o seeute, kt‘he;;iaymhem«ogfall_ sumsg due'from each-such party to Opefator.
n (h,e";,bey’,'cnt any partyfails'io pay any. amountowing by it t6 Operator as its.share of such: costs and’

r.payment thereof, Operater, without prejudice 1o

iR A SR W R A L

€x pi,ci'{\ge}dr,_ such:advance estimate rwithin’ the' time limited,
inclyding ‘reasonable attorpey the. i
qﬁher?-el‘i\fsg}nZ'réggggs‘%;:autﬁoﬁgeé";' & ﬁg %?ec%ﬁr_:; }28 [~

 thé proceeds aceruing to ‘th'eiwoﬂiigi iﬁeéeﬁt' or-interests in; the ‘Unit Area of. the delinquent party-up, to-the:

. .plusg. 108 nterest ; . ~ L
amount owing by ‘such’ paﬁy‘_,_/and, each-purchaser of oll or gas-is-guthorized to rely:-upon Operator’s statement

as to.the afnoiint owihg by sich:party.

In the qveq;’ofithefnegiect or failuke of any non-operating. party to promptly pay its proportionate part
of the cost and expense of development and operation when- due, the. other non-opérating parties -and, Operator,
v‘v‘.iihin:-tﬁii-ty- (3,0)‘; days-after-the rendition of stateménts:therefor by Operator, shall propertionately contribute
16 thé payment of such delinquent indebtedhess*ind the non-operating parties 5o contributingshall be entitled
to the same lien rightsias are granted to Operator in thig section. Upon the paymeht by Sucth delinquent or
on behalf-of. the non-operating pérzies ‘under ‘the lien conferred-above, the amount;or-amounta'so paid or re-
covered shall be;distributed’ and paid by ‘Operator ‘to the other ron-operating parties and Opeérator propor-
ticnately in.accordance with the :contributions.theretofdre madeé by them:

10. TERM: OF. AGREEMENT

This agreerient shallremain in full force and ‘effect for aslong as.any of the.oil 2nd gas leases subjected
10 thi¥ agreement remain or are continued in.force 45 16 any part of the Unit-Area, whether by production, ‘ex-
tension, renewal or otherwise; provided, howéver, that in the event the first well -drilled hereunder results in
a-dry hele &rd o other well i3, producing.oil or gas i'ri,pa’ying quantitiés from the Unit Area, then.atthe end
of ninety (90) days-after-abandohnment of theifirst test well, -t}g;:s' agreement. shall terminate. -unless -one or'
more of: the parties are then eéngaged in drilling. & well or wélls pursuant to Sectidn. 12 héreot, or all parties
have agreed to drill ar;: additional well <;r wells under this.agreement, in-which event this agreement shall con-
1inué ‘in: force until such well or wells shall:have been drilled and. completed.. If-production results ihere-
“from; this agréemerit shall*¢ontinue in force:thereafter as if said first lest’ well had been productive: in paying.
quantitics, but: it production. in paying quantitics does not Fesult thérefrom this agreement: shall termifiate
at the end of ninety .(90) days after abandénment of such well or wells. It is agreed, however, that the term-
ination.of this.agreément shall not.telieve-any party.hereto fromr any lability which has acctued or. attached
;priorito the date‘of;stch termination.. ‘

: 11. LIMITATION ON°EXPENDITURES

Without the:consent of all-pasties: (a) Na well shall be drilled -on: the Unit Atea except any. well ex-
pressly provided for in this agreement and except any well drilled pursuant to the provisions of Section 12
of this agreement, it :Bein_g undérstood that the consent to.ihe.drilling_ of a well shall includé consent o all
necessary’ expenditures in the driliing, testing) completing, ard equipping ‘of the well, including nécessary
tankage; (b) No well shall be reworked, plugged back or deepened except’ a ‘well réworked, pluggéd back or
deepened pursuant {6 the provisions of Section 12 of this .ggreement, it being understood that the consent to
‘the reworking, plugging back or deepening of'a well shall, inclpde, consent -to all neée‘ssary expenditures’ in

canducting. such operations .and ‘compléting’ dnd" equipping -ofsaid well to- prodiice; including. necessary: tank--

‘age; (c) Operator shall not undertake any single project reasonably estimadted to require an expenditure in:

excess of_EIYE THOUSANG AND NOZ10Q-—imanmmmm o === Dollais (§5,000.00 )
éxcept in connection with a weéll the drilling, ;e\ngrl;ing,,.deepenin\g, or plugging bick 6f which has been pre-
viously authorized by or pursuant to this agreement; provided, however, that in case of-explosion, fire, -flood,
or other sudden emergency, whether of ‘the same or différent nature, Operator may take such steps-and-inur
su¢h-expenses as-in its opinion are required to deal with the emergency and to :safeguard life and. property,
but Operator fshali, as: promptly as 'pgssible. ‘report the emergency to the other parties. Operator. shall, upon

[request, :furhish- copies of i{s “Authority for Expenditures” for any single project costing in éx-
‘cess-of $.5,000.00

——
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12.:OPERATIONS. BY LESS TIAN ALL PARTIES.

Tt-alt, thié parties cannot miutially. agrée upon the drilling of-any well,on_the Unit Arca othér thin-the
test-well providedifor in-Section 7, or-upon ihc._'rcwon'ki'ng. decgiening: or- pligging back of adry hole dritled
al the: joint .expense o't’ul'l parties. ora well ~jéinuy ownéd. by i) the parlics.and not then producing in paying

quantilics on “the. Uit Alcu. any party ox' partlcs wxshmg Lo drlH rework dccpcn or, plug ‘Pack such a well

the vlogthon. (proposed depth,- ob;cctwe formation agd lhe,qst)_mqt_gd cost- q(.;hc.opcratlon. The parhcs Toceive

Ingz such.a-notice'shall’have thirty-(30) days ((except as lo reworking; plugging back ordrilling deeper; whére.

a. drmmg rigiis on location, the. period shall. be limited to torty-¢ight. (48)-hours exclusive o! Saturday,nxSun-
.and 1egal. holidays

day) fafter receipt -.of the notice within which Lo noh(y the parties: w:shmg to do the work -whethet . they elect

ta participate in’ the:cost ‘of the proposed: operation. Failureiof avparty receiving such.a notice to 56 rep.ly to

it withiri the period: above fixed ‘shalll constitite’ s ¢léctionsby that party fjot to pacticipate in the cost of the

proposed-operation, )

Ifsany party recéiving such-a notice elects not to participate in the.proposed. operation (such-party or
paities being ‘heredfter refcrred {o as “Non-C

senting Party”), then. in ordet to be -entitled to the benefils
of this: section, the/party o paities giving thé nolice aﬁd__s/u_i‘;kj other parties as shall glect to participate in the
‘operation (all siuch parties being hereafter referred to as the “Consenting Pirties") (shall, wiikiin thirty (30)
days after the expiration of the. notice period of thirty (30) days (ot as-promptly as possible after the expir~
ation of the 48-hour. périod. where the drilling ‘fig is on Jocation, a5 the;case:may-be) actually commence work

on.the proposed-operation 'an‘d" complete it with due diligence.

The eritire cost and risk 6f conducting, such operations shall-be borne by the Consenting Parties-in the
proportions that their respective interests-as shown in Exhibit “A™ bear to the total interests of'all Consenting
Paflies. Con_seniihg-d?zriies 'sfmll‘keep:'the ‘leasehold estates j‘nyélved"in such operations free and cléar of 4l

lens and encumbranceés of:evéry kind created by or arising-from the opéraﬁons’ of the Consenting Parties. 'If

su¢h @n operatién ‘resulls in a dry hole, theiConsenting Partiés shall plug ‘and- abandon the well at their sole )

cost, tisk.and expense: Jfiany well drilled, féworKed, déepéned ‘or plugged. back .under the provisions: of this
seclion ‘resulls-in a.producerof.oil and/or gas in-paying quantities; the Consenting Parties shall coinplete: and
cquip the Well to produce at their sole cost and risk,.and the' well shall then be turned ovér to Operator :and

shall be.operated by it. atithe expense and.for- thé account of,the Consenting:Parties. Upon commencement of

operations for (he drilling, ‘reworking, decpening or- plugging ‘back .of any:such.well' by Gonseéiting, Partiés

in gcéordance with ihé provisions of this:section, each Non-Consenting Paity shail be deemed 1o hav

quishéd to, Consenting .Parties,-and the Consenting Parties shall own and.be entitled to receive, in proportivi:

to their respeetive. interests, all‘6f such; Non-Consenting’ Party's-interest in-the well, its:!éas"eho}d operating

'rights, ahd ‘shate d,'.Rlﬁbduclib‘n“,-\ihe“r_ef:om until the proceeds of markét valye thereof {after deducting pro-'
duction taxes, royalty, overriding royalty and other interests payable out of or measured by the production-

“from.such well -accruing. With ‘féspect to such ‘interest until it reverts) shall equal the total.of the following:

(&) 1009 of each such Non:Consenting.:Paity’s. share.ofithe cost'of'any newly acquired surface equipment.

beyond ‘the. wélihead .connéctions (including, but not “limited to, stock tanks, separators, treatérs,
‘pumping equipment and piping), plus 100%-of each such sNo‘n’-Ct‘sn_s'é;'xy't.._i‘xig Party’s share of the cost-of
opération of the well commencing with first ‘production and: continuing-until each such’ Non-Cansenting
Party's ‘relinquistied ‘interést-shal} reévert fo it under other-provisions of thissection, it being’agreed that
€ath Non-Consenting Parly's share of:such: costs and éqiiipmient will be that interest which would have
been- ¢hargeable to each Non-Consénting Party had it participated in ‘the well from the beginning of
the. operation; and.

300%
(B)Mxﬁ:of that. portion of: the coéts and expenses of: dnl‘mg, reworking, decdpening or -plui sing badk,

testing and completing, dfter deducling any cash. contributions réceivéd undée Section ‘25, and @R
of that 'portioh of-the cost. of newly acquired equ'ipme‘nt in the wall (lo-and including the weli'hcad'
connections), which would . have been chargeable to, such NonaConsenlmg Par;y it had participated

therein,

—_—F—

el'inﬁ.

300%
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n the .cdse of ahy ‘reworking, p‘mg'gi’ng back or decper drilling:operation, the Consenting Parties shall
be permlued o~ usc. free ol cost, all caslng. |ubh\g and othér equipmenl In’the ‘well, buit the.ownership of: all

such:. eqmpment shall remain unchangcd“ nnd upon nbandonmenl of 2 well aﬂer such reworking, pluggmg
Back’ or decper drilling;. the- Consenting Partics shall accourit fé¢ all such equipmdnt to ke owners thercof,
with.each party recelving its proportionate ‘part-ln kind or in value. - ’

Within sixty (60) days sfter-the conipletich Gt any operation ‘under this section, the .party -conducting
the ‘operations ‘for {He Consefiting Parties shall furnish each Non-Conscnting Party with an. inventory of

the equipracat. in“and connected to the-well,.and an jtemized statement. of the -cost of drilling, -deepening:

piugg‘inﬁ back, -testing,

cbmplétln"g."ﬁnd'bdulpplii“j;" the well for production; or, al. ils :option, .the aperating

party, in lieu of an ilemxzed stalcmen! of such: fcosu of opcrauon. mny submit a delailed s!alemenl 0 nthl
Billings: Each month thereafter, during the ti the. Consen(ing parues .are being relmbursed as provndcd;
.above, 'the ‘Consénting"Partles shall furnish’ the, Non-Consenling. Parties with an itemized :stalement’ of. all:
cosls:angd liabilities incurred in»thev'pperat"loh of: tha well,:'.togqgh}ev:‘ w;gh a-stgtément’ of the quantity of oil
-and gas produced: frofi it and Ihe dmount of proceeds realized from the sale of the well’s ‘working: Interest:

production durifig the preceding. month. Any :amount realized from the sale or otliei disposition of equip-:
ment.newly acquired in connection with -aiiy siuch. operation. Which would have been owned by a Non-Con-:
senting Party had it participated theréih shall be-credited against.fhe. total tnreturned’costs of the work done-
and qf't_h'e equipment purchased, in determiningiwhen thie ifitérest of such Non-Consenting Parly shall revert.
1o it.gs above pr_o,\;ideii‘:’:lf'-:th’ere’»l‘s a cretjij_,t\,,t:‘al?ahj;je.ilgs'hai'l be_paid to. such-Non-Conseriting: Party.

I and-when the ‘Consenting, Partles' recover {rom:a Noti-Cornsenting Party's telinquished interest the:
amounts. provided for above;. the rétiiquished ‘Intérests of .such Non:Consenting. Party shall au_iomu'lica‘lly'
Tevert'to it and.from and after such reversion such Non-Consenting Party.shall.own.the. sameé.intérest.in such

- well, the operatlng rights: and workmg lnterest n\ereln. the materla] and equlpmenl m or perialning 1hereto !
end the .production theréfrom as:such Non-Censen!ing ‘Party would ‘have owned" had it partlcnpated in‘the. .
drilling, reworking, deepening or pluggihg: back ‘of said well. Thereafter, such Non-Conscnting Party shall be
charged: with.and shell pay 4ts proportionate :p:;rlv'o( ‘the further costs of :the operation of said well in accord-

ance;with the terms ‘of-t}ils'qg_reement and thejaccounting’ procedure echedule, ‘Exhibit #C", altached hereto.

Nggwi(hslahdiqéﬁt_e‘p:ovisigns of this Section 12, It:is agreed that without the mutual consent of ail
p“arllel. no wel‘ls shall be completed in or p-‘ viced frbm'i séhrce of suppiy from which a8 well Ibca'ted'ei'se-

for such . fource-of supply

The provisions-of this section shall have: no .application whatsoever- 1o the drilling of the initial. test
vwdl on the Unit. Arén, but shall apply to the reworklng, deepening, or plugging back of the imhal test well
‘after it has béen drilled. to the depth specmed in Séction 7 if 'it s, .or therealter shall prove : o be, a dry ’
hole or non-commereial well, and.to 1l other wells drilled, reworked deepenéd, or plugged ‘back, or pro-

posed to beé drilled, reworked deepened, or- plugged back, .upon-. thc Unit Area subseqient to me drilling of
the-initlal. l.est well,.

13. RIGHT TO TAKE PRODUCTION IN KIND

VE;éh,partyishél"l take in kind of separatély dispose of ils proportionate share ofs all oil .and gis.pro-
- duced from thé Uriﬁf Ares, exclusive of production’ which fnay be used In.development and producing oper=
ations and ‘in preparing-snd ‘treating oil for' marketing. purposes and production u‘navéidabl_y lost, Eath party
shall pay-or deliver, or cause to be paid or:delivered, all ‘royalties, overriding royaltiés, or other paymcnts
dite. on’.its share of.such production, and shall hold the other parties free from any lability therefor. Any
extra expenditure: inéurred in the taking in Kind 'or separate disposilion by -any party of ils proportionate
share of the production shall be borne _by'su(;“h party. ' V

Each .partly shall executé all division orders and.contracts of saie. pertdining 6 its inlerest in produc-
tion frorii the Uit Afea, and shail be entitled to receive. payment dircet. from the purchaser or purchasers
thereof for its dhore of all produetlon, -

—f
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dnsposc of us proporuonatc sharc of the ml and £os- produccd from. lhc Umt Arcg, Opeg‘atog_,s_hp]},hwe th,e.

rlght,_=sub)cd to-revocation at’ yull:};y the party awning-it, but not __t.hq' obligation, pu_néhas_e‘_ such ol ‘and

gas orsell:it:(o others: for the time‘fbci_n’g. dt:not less tiian the market price previiling. i the area, which
;shall.in rio event be:f-les_s‘.thh‘n' thie. price Which xhﬁéfdqul5(‘égéiyéﬁ';_!br ‘its-portion ‘of the-oil and gas produced
frofir tFie Uit 'Area. Any:sucii-purchasc or sale’by Operator: shall. be .subjcet. slways to. the right of the
owner-of the-production’to exercise at any time ‘its right to take in' Kirid, or: séparately . dispose of, i{s share-of
all*oil and gaq'ndt ‘proviausty deliveréd to:a purchaser:, Nothlhstandmg the forcgomg, Opcra(or shall; not

make a sale: mlo ‘interstate commerce of- any other parly § share of gas produc(ion

= Sales by Operator of any other party 8
share of: production shall be only for. such reasonable timas as are consistent with the.
minfmum. needs ,of the’ industry under the. circumstances: but ‘in no evert'shall such sale ba

for a period in excéss of ‘one H 158 10 UNTT AREA

Eath party. shall hae access’to the Unit Area at ail reasonable times, at' ifs sole risk, to inspect or
observe o,p:_eréliong, and shall have access:at reasonable times to information: pertaining 'tp' the dpveloprp_g'rit
‘or operation’ thereof, in¢luding’ Operator’s béoks and recqrds.-_l:élaiqu Ahereto. ._O‘p‘etat_gr-:vs,hz{l{l, upon request,
{urnish each of the other partics-wiih copies of all drilling . reports, well. logs, tank -tables, daily. gauge -and’
run tickets and reports 6f stock on-hind at the first of each ;mor;tﬁ;»gnﬂ shall make.available samples of.any
“cores or ‘cuitings faken from any well drilled on the Unit Area.

15 DRILLING CONTRACTS
All, wells drilled .on_ the:Unit Area ,shaﬁ be drilled .on a compétitive contract basis-at the usual rates
prevailing in the area Operator, if: it so desifes, may employ its bwn tools .and equipment in thé drilling
of wells, but its eharges therefor shall not-exceed the prevailing: rates: in the field, and the rate of .such
charges shall be agreed upon. by the parties. in writing. before  drilling operations are’ commenced,: and such
work shall be performed by Operator under the same terms and conditions: 2s shall be customary and usual
in the field in- contracts of independent conlr‘:;xctors‘ who are doing work of.a similat’ nature,

1. ABANDONMENT OF WELLS
No well, other than any- well which hasibeen drilled .or' réwotked ‘pursuant 1o Section 12. hercof for
which the Consenting Partiez have ‘not been: fully Teimbursed -as thereln provided, which, has been' com-
pleted as.a producer shail be plugged and:abandoned without the corisent of all parties; ‘provided, l:io"Wévex",
it all, parties-do not agreeto the abandenment of any ‘Well, 'those wishing. to continue ils opération shall tenider
. to’¢acli of the- other parties: its “proportionate. share of the value of. the: well's salvable material and equip-
ment, determined in accordance ‘with ‘the provisions of Exhibit ‘;C'Y,.l'ess the estimated cost of salvaging and
the cstimiated cost..of “plugiing and abandohing. Each: abandoning party shall then assign to ‘the non-
abzandoning partics, williout warraniy, express or'implied, as:to:title‘or as to:quantity; quality, Of fitness for use
of the' equipment-and mitefial; all of its intérest in the well and ite equipment, together with its interest in
the leaseliold ‘estate as'to, but only as 1o, the interval or intervals .of the formation or formations then. open
to production. The assignments so limited hall ehcompass the “drilling uniit” upon which ik wéll is located;
Th¢ paymenls by, .dnd the. assignments to, the assignees shall be in a ratio based upon the relationship of
their respective percentages of ‘participation in the Unit Area to the agpregate of tlie.percentages of partici-
patich in the Unit.Area of all assighe¢s., Thére shall bé no readjustment of intercst fn ihe remaining portion
of the Unit Arca;

After ;1\9:'as§igqmenl, the assignors shall have no further ‘respoiisibility, -Jisbility, ‘or "interest in the
operation of of produétion from the well in the ‘interval or intervals then.open:  Upon request of the assignees;
Opeiator shall contliue to operate the- assigned. well for the account. of {he non-abandoning partles at. the
rates and-charges contemplated: by-this a'ngtcérﬁent, plus:any additionil tost and charges which may arise -as,
the result: 6t 'the separale. owneérship:of the assigned well.

— T —
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11, DELAY R¥NTALS AND SIUTSIN WELL: PAYMENTS

Delay rentals and shut<in well poyments which may be rethréd undcr the termse.of any ldise shall be
‘paid) by the, purty “who. hns subjected fuch. Icaw to thix nmvcmcnl 3! ils own cxpcmc Prool' of cach” payment
shall- b¢ given Lo Opcrator al' least ten (!0) days .prior to the: ‘rcnt&l Jor’ ahul—ln well'payment dite, :Operator
'shpll«.f\‘un‘ish imilar:proof io all other pa,rhc‘s'conccrning paymcnls It mokés'lh éoninection with ¥ Ichscs, Any
‘parly may request; aiid-shall ‘be entitléd to feccive, .ﬁg'o.p_é.-r evidence of &ll such payments: If, through mistake.
or oversight, iy délay. rental.or shwitsin well payment is nol-paid or-is- erroncously paid;:and 4s a résult a.léase
or dinterest. tigrein: terminates,. there shall e 'no moncla'ii"lijatvilit‘y: agairist-ihe party.wha:failed to 'mike such
. payiment. Unlessithe :ia‘rty‘Whél_gi_lé:d to pay a'rental or sﬁdl-‘imwgl[paymgng.,mgxrq;>a new lcase covering. the
sate interest within ninoty-(80) days from thie discovery. of ‘the failure to make proper paymeit, the intérests:
of the partics: Qhall be rovised on an acv cagc basis effcctive as of: the dale of lcrminauon of the Icasc invoived,
and ke parly who failed to ‘make ‘proper- payment will na. longer be credited. with an interest In the Unit Arca

on accountof. Lhe, ownerahip of the lease which hag’ lcrminalcd.. In the event the party who failed to. pay the
rental or the ‘shutsin ‘well: pagrient -shall ‘not:Have: been fully reimburaed, at:the time of the loss, Irom the pro-
cécda ol thic sale of 6il:and gas attributable 1o:the lost interest, calculated on an acrénge basis. for: tlie develop-
ment and operating costs theretofore paid on secotint of siich: Interest, ‘it. shall. be re_irﬁbur‘seﬁ for unrecovered
‘actunl-costa théretofore paid by it (But not for its share of the €ost of any dry Tole previously drilled or wells
previcusly: abandgried) from 5o much:of the following as Is necesiary to effect: reimbursement:

(1) Procceds of oil and pas, less operatiiig éiipenses, therélofore accrued-to the credit of the lost interest, on
an acrcage” basns, up to' the:améunt af” unrecovered cosls;

(2) proccedﬁ. less operaling expenses- thereafler incurred. euributahle to the lost interest on ani. .acreage
bas_l_s..-_o_l' that pol:;i_on of.0il and gas théreaftér produééd and markeéted: (excluding. production from any
wells thereafter- drilled) which would, in the absence of such lease:termination, be attributable 1o the
lost. In(crest on an acreage basis,-up to’ the ‘amount ot unrecovered eosts. ‘the proeeeds of sald portion of
the onl and gas to be ‘contribiited by ihe ‘other partles in -ptoportion to their respeclive inlerests .and

(3). any’ moneys; «up to the: amount of unrecovered costs that. .may be: paid by any party who is,.or becomes,
the-owner of the . interest lost, for the privilege of. parlicipating in- the Unit Ards oi becoming a party to
this contract, .

Operator shall attempt to. ‘nolify all parties-when a. gos well is shut-in.or returned to producuon. but

assumen no liability whatsoever for Iqxlu;-e to do.so.

4P REFERENTI-IHORTTO-PBRGHASE -
e lvoneedel cdigintmtdanall-all oal-cl "r -~". Snata ,‘a nathia '. i3 ‘| Lk Lo o rsiaband
bbb hed bt i 0""~.1 ~ N 2 o A " a3 R b

lcrests in the Unit Area, it shan prompl]y give wrmen notice to. the othet parhes. with full. mr"
cerning. its proposed sale, ‘which shall ificlude the namé and.address of the pmspecuv“ ffchaser (who must
be veady: willing:and ab)e to purchase). the purchase price, and nll other et ixthe oﬂer The other parties
shall then have an optiona) prior:right, for a period” of teri (10) daw -Qaﬂcr receipt of- thé notice, to purchase
on the same teims.dnd. conditions theé intefrest which the e :P i;fy-ﬁroposes'lo sell; and, if this opt_lo,nnl right
is exércised, -the. purchasmg parties shall share_: m-pt}réhasedﬂinteresl in the prnportions that ‘the interest of
each- bcnra lo lhe tofal intere

chase In those.cases, whcm 3

19. SELECTION OF NEW OPERATOR

Should ‘a sale be made By Operator-of its rights and intercsts, the other parties. shall have the right
within sixty (60) days'after the date of such sdle, by‘majofity vote: in: intéiést, to. select a. new Operator, 1
a new Opérilof is-fot 5o solocted, Lhe traniferce of the presefit Opcrator shall assume the duticsiof and act as
Operator. In cither case, the. retiring Operator ghall cantinue (o scrve.as Operator, and discharpe “its dutics
In ‘thal ‘capacily ‘under this:agreement, until its successor bpc’rntoi- is" selected and begins to function, but the
‘present Operstor ahisl] :not. bé obligated to }odtipue thic- perforinance of-its duties for more than- 120 days after
‘the:sale. of iib rights and interests has been. completed. ‘ ’

— g
“Individunl Loss"
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'20. MI\INTENANCB oF UNIT OWNERSHIP
‘For the; purposé of fnaintaining uniformity of: ownership.in: the ofl and gas lgaaei.x_qld interests covered by
this contract; and’ notwithstanding sny other brovisiom to-the contrary, rio"party ehall sell, -encumber,transfer
or make other dhpoamon of its. interest in the leaséa embroced wlthln the. Unlt Aren and:-in’ wells;: equipmmt
nnd production unlesa siich: dlsposition covers enher.

(1) the’entifeinterest ol the-party:in ail lea;es and equlpm‘er‘;i.nﬂ’d production; or

{2). an_equal undivided ‘fnteérest in all ‘léases and.equipment and production in the Unit Aren.

"Every such sale, encumbririce; tranisler 6f cther.disposition msde.by.sny party shall be mada-expressly.
subject. to thils agreement,-and shall 'be.made:without prejudice to-the rights of the-other parties.

1f.at any time the interest of any partyiis-divided-among.and 6wned by four-or.more co-owners, Opera=
_lor“may.__at"lis.dlscrelld'n._-régpirg:éuch qupwnéﬁfto appointia single trustee.or agent with full duthority to re-
‘celvé“notices; approve expenditures, receive ‘b‘i,l'liinga “for arid approve-and pay suéﬁ:gai@x?g shire -of the joint
€expenses, and to.deal generally with, dnd uam-.pqvé_ei- to bind;. the eo-6wners of such party’s interests within
the scopeiof. thie.operationa embraced ifr thih'm;\tnét' however, ali such cosowners shall énter-inte.and exeoute
all. eontrecta or uxnernenu -for ‘the’ dlspos!uon of. their respective uham of the 6il and gas prodiced from the

21, RBS]GNATION OF OPERATOR

Operator may resign. from Ats duties and obligations s Operator.at any time upon.written notice.of not
leis-than ninety (90): days given to.all other parties; In this case, all parties (o this contract shall select by
majority vote in.interest, not in humbers, & new Operaior who shall-assume: the: responsibilities and dutles, and
Rave the rights; prescribed for Operator by-this agreement. The rétiring Operator shall deliver to its uccessor
all récords and: ﬁ‘omﬁon_neepmry to the discharge by the niew Operator of ita duties'and obligaiions:

‘2%, LIABILITY OF ‘PARTIES.

The' liability ‘of the parties-shall be several, not joint:or collective. Eéch\pa"xtyl ‘ shall ‘be’ responsible
-only for its obligations,-and shall be. liable only for its proportionate 'share of the. costs of developing ‘and

“ operating the Unit Area. chordingly; the Uen granted by edch party to Operator in Section 9 is given to se-

:eufe only the debis of each severally. . It isnbt the Interition of the pasties {0 create, nor shall this agreement
be-construed ‘as ereating, .2-mining or other-partnership or-association; or to render theth liable as.partners.

23, RENEWAL OR- EXTENSION OF LEASES
1f-any party-secures a-rehiewal of any.oil ahd gas lease subiject to this.contract, each and ail of the other
parties.sholl be rotified- promptly, shd’shall have the right to. paruc[pn!e in the: ownershlp of the renewal lease.
by paying’to the psrty who:acquired it their. géveral ‘proper proporllonaie‘nharec o{ the scquisition cost, which
shall be In proportion to the: interests held at that time by the partiesin the Unit Area.

If'some, but less than.all, of the pnrdm elect to participate in the: purchase of'a refewal lease, it.shall
be owned by the -parties who elect:to paruclpnle therein, in a ratio based.upon ‘the-relationship of their Tesped-
tive:percentage of parncipauon in the unit 3rea:to the apg egate or tlie. pereesis, pes of pnrtlelpmon in lhe unit

* area of: ail partles- partlclpaung in Ahe- -purchase of. such. renewal lense Any renewal lease.in which Tess than

all the pnrues elect to pamcnpate shall ‘not’ be.subjeet to this agreement;

Each - party who parhdpales in the purchase of a renewal Ieese shail be given an- nsslgnmenl of its-pro-

.portionate inlerest therem by the acqu:ring party;

The provisions of this-seétion shall” apply‘ to renewal Jeases whethér they -aréfor the entire interest
covered. by the" expmng ‘lease or cover-oniy a:portion .of its area or an interest therein, Any renewal lease.

{aker ‘before .the -expiration of its predecéssor lease; or taken or contracted for within ix (6) months after

therexpiration of ‘thie éxisting leasé shall be sub}ect to this: provision; but any lease: taken. or contracted for

more than #ix (8) monlhs ofter the expirstion.of an exigting lease -thall not.be. deerved a renewal lease and;
shsll not be subject 1o lhe prwidom of 'this seetion.

The provisions.in this section chall apply aiso and ji llke meniner: to extensions of oil and gas-leases,

e §) o
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:24: SURRENDER OF .LEASES

The Jeasés. covered by thls ngreement, In so-far ns-they embrace seréoge i the Unit Area, shall not-be
tumndered In" whole or in: part unlesa. all, parties congerit,

‘However, should eny- plrty deoiro to ‘surkender ita- inleren. fri_sny lease or ifn.-sny portion thereor. and
other:parties not agree or consent. the: party desiring to xurrend"r shall assign, without express .of hnpued
warranty of titlé, all of . ity interest:In guch lease, or portion themi snd any weli, materlal and equipment
which.may: be, Ioealed thenon and any:, rlghu ln production thcreauer pecured, to lha parﬂeo -not ‘deslfing to
surrender {t. Upon such assignient, the nsslg'nlng party. chall be relleved from all.obligations, thendur [T
eruing, but not -theretofore: seerued, with respect to the nmngp.nya_lgmd and um.opemuon;of any well there-
on, arid the:ssalgning porty thall have no further interest in theleare nssigned and its equipment and production,

| Thie.parties assighee.shall pay to the party assignor ‘the reasonable salvage:vilire of the latter's intereit.in any

wells. and equipment on.the-assigned ‘actedge, detérmined In-accordance with the provisions of Exhibit ~C*,
less tlic estimated cost.of salviging and the estimated cost of plugging and abandoning.. If the-assignment’is in
favor f more than one party, the assigned Iriterest ahall be shiered by the.parties essignee in the proportions
that thie Interest of eiich: bears 10 the Interest Gt éll:parties asilgnée,

Any ;nsslgnmg';ai ot surrendér made: under this’ ‘prd\grlalon,j}\g,ll fnot;reduce or.change the assignors’ or sir-
reiidering; partiéa Interest, as it was 'linme'dlhi'dy before-the: no]gnment, In the:balance:of the Unit Area; and

the. acreage assigned or surrendered, and mbwqmt operauom themn. shall.not thereafter be gubject to the

terms and:provisions of this nxreement.

‘25, ACREAGE OR CASH CONTRIBUTIONS

1f any party iqcéliveﬁ while this agreement 4 In fofce.a contribution of -éash, toward the drilling of a
well-or any other operation on the Unit Area; such contribution shall be ‘paid.to the party .who condicted the
drilling. or. other opéeration-and.shall }:e applied by It against the cost of:such dﬂnmgnor other: operation, -If
the.contribution be in.the form of acreage, the party. to whom the contribution is made shail promptly execute
an assignment of the acreage, without ‘warranty of ‘title, 1o all parties to this agreement:in proportion.to their
interests’in the Unit-Area at that tline, and such acreage.shail become a.part o the-Unit Ares ind be governied
by &l the ‘provisions of this contract. Each party shall _;irombtlﬁ rotify all:other parties of all acreage or
money ‘contributions it ‘miay oblain in support-of any well:or gxyz‘other operation on the Unit. Area,

©.
26, PROVISION- CONCERNING ‘TAXATION

: i .
Each of the parties hereto elects, under: the auithority of Sectioh 781(a) of the Internal Revenue Code of
1954, ta be excluded from the application of all of thé proyisions-of Subchapter K of Chapter 1 of Subtitle A of
the Intérhal Reveriue Code-of 1054 If the income:tax:lawa of the state of statés'in which the property covéred.

" hereby Is located contaln, of ‘muay. héreater contaln, provisions:similar to those contained-in the Subchapter of.

the Interhial Revenue Codé of 1954 sbove referred o under. whicha similar election s permitted, each. of tie
‘parties agreea that sich.election shall be- exerclsed, Each peity authorizes and directs the Operator to exesute
‘such an election ar elections on Ita. behalf .and to:file tl'e election with- (l: vrover governmental office or

agency. If requested by the Operator 20 10 do, each party agreep to execute and- join fn such an election.

Operator shall rendes: for ad valorem taxntion all pmperty :subject-to this. agreement which by law
should be rendered for such taxes, and it shall pay all such ‘taxes. |assessed thereori before. they: becomé delina

quent. Operator shall bill all other parties. for their proportionate ghare of all:tax payments in me manner
provided in Exhlbit “C".

‘If-any tax sstessment - .considered unreasonable by Operator, it may at its discretion protest such valua-
tlon within the timé and manner prescribed by law, ‘and: prosecute the protest to a final determination; unless

~all' parties agree to-abandonthe, protest prior to final demrmlmtloa. When any such:protested valuation shall

have beea- finally determined, Operator shall pay tha nmsmtwmso&nueeount,togemawithhumtm
pcnal!yaccmed,mdMWMMMMWW&MWMNMWM&pWM
in Bxhibit C™, '

=10 -
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27:. INSURANCE .

At all ilmes; while operations are conducted heréunder, - Gpernlor hall comiply: with the. Workmen'l
Compensalion:Law of the State whiere: {he:operations are being: conducted Operator;shall aleo carry or pro:
vide Insuranicé for, the benefit of the lolnt secount:of the parﬂeﬂ 0§ may- be butlinéd dn Exhibit “D* attached.
o and. made & part hereol. Operator ~phall requlro all contrnctau onnnod in work on ‘or for tho Unu Ares:
10 comply ‘with the Workmen s Compensatiori:Law. of lhe Smte where the opeutlons are- being conducted and
to maintain suich other ’insurance as Operator may- require. .

In the event Automobile’ Public: thmty Tnsirance g specmed in.said:Exhibit. D", orﬁuubsequently Te-
celves the: approval of the; partles. nio'diréct charge:thall be mode by Opern(ot for premiums pu&d for-guch in-
gurance. for’ ‘opefator’s: fully ovmed ‘automotlve equipment.

28, CLAIMS AND LAWSUITS.

It any:party to'this.contraétils-sied onan alleged cause of-action arising out of operations on the Unit
Atén, of 0n ari alleged cause of-action involving title to any leise or oil and gas Interest pubjected to thia con~
tract, it shali.give prompt written notice of ‘the suitito the Operator:and all other parties.

‘The defénse. of lhﬁsx;lu shall be under the .general, direction of a cominittee of Jawyers representing the
parties, with Operator's- auorrpey as.Chalrman. Silts may “be Settled during litigation ‘only with the: jomt con~
sent.of all parlleﬂ. No charge sholl’ be made for servlces perlormed by the :stafl auorneyt for @ny of the
any ﬂnal Sudgment, shall be: cons:dered tom ot operaﬂon and sha“ be charged” to nnd paxd by nll parucs In
proporuon to !hc ir then inferests in the Umt Area; A Mmeys, other than stnil allumeys for the partles. shall
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.ia employed, .t_hvesrﬁfees vnfnd expenses- shall be Amnsldemd Uuit Area expénse-and shall ‘be Pﬂld by’ OPEHKDI’ nnd
c¢harged to-allof the parties i propértion to'their then interests-in the Unit Ared. The provisions of this
paragraph shail niot be gpplied in any instance whiere the loss ‘which mny Tesult from the suit I trested as-an
individual loss rather thnn ‘a-joint loss under prior provisions o!sthls agreement, and an such suits :han be
handled by- and be the sole respons:h:lity ‘ot :the party or: parucs concemed.
‘Damage clalins caused by and arising-out -of ‘operations on the Unit Are'a,vépn‘t:!uét,eg_il.for ‘the:joint-acs
count of all parties, shall be handled by Operator and fts 'nua‘me}a, the séttiement of claims of this kind shall
"be wuhm the dxscretion of Operator 50 \ong as the amount paid m. sememem o1 ‘any Ofé ¢iaun voes no\ exeeed
one thousend (31000 00) .dollars and, it semed the ‘sums- paid in seltlement shall be charged as expense to
gnd be paid by all. parties In proportion to lhe:r,. then fnterests ‘in the. Unit Aren.

. 29, FORCE MAJE'Ulng

It sny party is rendered unable; wholly orin part,"by fol'-:g:_e majeure to.carry out its obligations under

this agréement, other than the_obligation to- niske money paymenits; that party. shali give 1o all other parties

- prompt wrilten-notice of thé force ‘majeure-with reasonably full particulars concerning it: thereupon, the
obligitions of the party gliving the notice, 5o far as, they are affected by the force:majeure, shall be suspended
during, but no longer- than, the continuance of the force.majeurei. The. affected party shall use all possible
dmgence to remove-the force majeure:as quickly as possible, 1

The: requirement ‘that any force majeure.shall be remedied with all reasonable dispateh shall not require-
thé séttlement of strikes, lackouts, or-other labor difficulty by, the. ‘party involved, contrary terits wishes; how
all such ditficaities. shall ‘be hnndled ahall be, entire]y within the discretion of. the- party concerned,

The terin “force mnjeure" &8 here employed shall mean-an aet of:God, strike, lockoul, or. other Shdusirinl
disturbance, act of the publlc enemy, war, blockade, pubile: riot,’ hghtning. fire, storm, flood, explosion, gove
ernmental- reatrnlnl unavailabmty of equipment, and any other cnuu, whether of the kind specifically enume
erated abave or otherwlze -which is hat reasotiably within the :omml of the party claiming suspension.

3¢, NOTICES

All notices duthorized or required between the parties, snd requifed by any of the provisions of ihis
agreement, shall, unless otherwise specifically provided, be givén In writing by United States mail or Western.
Union Telegram, postage Gt charges prepeld, and addressed ' the party. te whom the notice fs given-at the
. ] ] e
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addresses listed on Exhiblt “A”. . The. originaling notice to'tie given under any provision hereof shall be deemed
given-only- when reccived by the parly to whom such nofice is dirccted-and the time for such-party to.give any
rolice:in response theiclo shall run from thé date the origifiating nolié'é;is«r"edéi\'rcdu The:séeond of ahy res
sponsive notice shall‘be:deemed given when. deposited in. the- United. States mail or With ‘the Westctn, Urion

i‘ciogrnph ‘Cox'npany,- with pestage ar clorges. prepaid. Each party shall have the:right {o change its address
4t .any timc; :and from time to time; by giving written motice ‘\hercof to &ll gilier parties,

31. OTHER coqumxs, 1F ANY, ARE:

31a. Notwithstanding any . provxaion contained herein ti the contrary, consen:,to the
drilling 'or deepening of: any well -in the Unit:-Area, including ‘the initial well located
'thereon.'shall not be deermed ‘corisent to the running.and settinq of a: preduction string
of casing therein or to the completion of said well'ds a- producing ~well,. After the
drilling ‘or deepening of such well to the depth or: formation authorized and after
appropriate testing, coring.and logging‘have been made, Operator'shall then. give
immediate notice to the Non—Operators participating in the drilling or deepeninq of
such well; settinq forth Operator's . recommendations ‘with respect to such attempted
completien. ‘Each such party. -ghall within 48 hours after receipt of sguch notice
(exclusive of ‘Saturdays and’ sundays) notify Operator as; to whether- or not such party
elects to set production casing dnd "to partici ate in such completion attempt. Failure
to .80 notify Operator shall. be :deeméd! an election .not. to’ participate. Should ‘all.
parties hereto elect to :so participate, Operator shall conduct such operdtions for the-
_joint ‘account of: all ‘parties.. Should less' than all. parties ‘elect to 80 partiCipate,
then guch completion .operdtions shali bé condicted under the provisione of Section 12
hefeof, as -an operation by léss than all parties. Shoiild no party elect to attempt
such completion, Operator shall piug and abandon the well:at-the joint cost of all
parties who participated in the drilling ox deepening of the well.

31B. .Each Non-Operator shall have & 1ien on the: working interest of Operator in

the unit ‘area -and on the oil and gag produced therefrom and on the ‘procéeds thereof
80 far ag to secure the payment--of any amount ‘that may at anytime become due and
payable by Operator to such Non-Operator under the .teims: of this agreement, ‘together
with intérést thereon at 10% as herein. provided, and incliding reasonable attorney
fees in the event. of: suit to collect any delinquency.

31C. If any party should hereafter create any overriding royalty, production payment.
or- other hurden against its working interest production, :and if- any othexr party or
pazties should conduct non—consent‘opetations pursnant to any provisions of this
otherwise belonginq 40 the non—pazticipating party the party or paxties entitled to
receive the working interest prod: ctish of the non-participating party shall xeceive
such production frxee. and. clear of urdene ngainet such’ production which may have béen’
created subsequenit to this agreement, and the ‘non-participating party creating.gich
stibsequent” burdens shall save thé- participating party ox ‘parties: ‘harmless:with respect
to the receipt of such uorking intetest production.

31D. The parties heréto agree to, comply with the nondiscrimination provis:.ons of

Section 202 (1) to (7), incluaive, of ‘Executive Order- No. 11246, 30 F. R, 12319 {which

are incorporated herein by reference(, and all rules dnd regulations issued pursuant
thereto.

— 12 —



AAPL. FORM: 610

I‘hhamtmaybedmdincouuterpart.aqglahanbeundinzupmtheMuanduponmeirhem,
Successors, represéntatives and aisigna,

. .
OPERATOR
AMOCO . PRODUCTION COMPANY
ATTEST;
g Ay ‘_ 41;1“.'." y ‘;]‘
ATTORNEY- NPT T s
ATLANTIC RICHFIELD COMPANY.
ATTEST:.
. BY:
. .GULF' OIL, CORPORATION
ATTEST: ’ . . ‘
BY:s
— — CURTIS' W: MEWBOURNE
SOUTHERN- UNION .PRODUCTION COMPANY
ATTEST:
i ' BYi

NON-OCPERATORS

—13 -
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nuagreementmaybesignedmmwpm. awnhanbobmdmzummpmlesuduponmekhem,
Suckessors, Tepresentatives and’assigns.

'MARK ,PRODUCTION 'COMPANY '~

OPERATOR

AMOCO PRODUCTION COMPANY

ATTEST:

BY:. e, -

ATLANTIC RICHFIELD COMPANY

e — = P - — - o
ATTORNEY IN FACT "L;#):i
- GULP. OIL CORPORATION L

ATTEST:;

BY:

CURTIS. W. MEWBOURNE'

/6/1/’ //r 2/%11 Y- WP

.ATTEST:

SOUTHERN UNION PRODUCTION. COMPANY:

BY:

NON~OPERATORS

Conf 39223
wid S22064
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This.agreement may'be signed in ‘eounterpart, ang shall be binding upon the parties and upon their Keits,.
‘miccessors; representatives and asslgns.

OPERATOR
\i050 FRODUCKTG COMPANY

. WiTORNEY.N.fACT. |
ATLANTIC RICHFIELD OOMPANY

ATTEST:

ATTEST:

BV: e

- GULF OIL CORPORATION
ATTEST

BY:. . N

CURTIS W. MEWPOURNE:
,q

/7 e <. . " . .:‘.;.n.lb
A By Sigd ,( i 11"1‘(')‘1__-‘

~ ' "SOUTHERN UNION PRODUCTION COMPANY:

ATTEST: ’

‘BY:.

"“NON~-OPERATORS

13— . 84,223
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This agreciment tay be signed {n édunterpart, ang,shall be binding upen the parties aid Upon, their hieirs,
‘Buccessorn, representatives and assigns.

MARK 'PRODUCTION, COMPANY

OPERATOR

ATTEST:

BYs

ATLANTIC RICHFIELD COMPANY.

BY.

. GULF' OIL CORPORATION

ATTEST:

£ (—'"‘{2 ShZan /‘.-[-?’3{?‘;»1' 22 T

ATTEST:

‘SOUTHERN' UNION PRODUCTION. COMPANY

BY1

;Nou;oriankro}s

-~13— : 8k,223
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/ "Thils sgreement may be sigried in counterpart, ang,shall beibinding Upon the'partiés and upon their helrs,
successors; Teprésentatives aid assigos. h '

President

OPERATOR

AMOCO. PRODUCTION, COMPANY

BY:.

‘ATLANTIC: RICHFIELD COMPANY
ATTEST: .

By

. GULF OIL CORPORATION

SOUTHERN 'UNION 'PRODUCTION ‘COMPANY

By &:TQ\‘Lﬂ“JF*; A

Y

N-ON=-OPERATORS

—_13— 8k;223,
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My commission expiress

. " ing. instrument was acknowledged before me this 42 A day. of .
1973, by CUR‘I‘ 'S W. MEWBOUENE, President: of” MARK' PRODUCTION COMPMIY, a Texas ation,
on behalf .of said coiporatisn..

ary ‘Public in and for
‘Smith County, Texas

THE: STATE OF TEXAS %

‘COUNTY OF HARRIS X

“The. foregoin nt. was acknowledged before me this __ 7 day of Q%ﬁ L,
1973, by C. N, ﬁENﬁ MPANY

w Of -AMOCO PRODUCTION CO!
beha.;.f of .said- corpozation.

"xmazy Public m and for
Harris County, Texas

IRENE B

My comnission expiress Lo 7S Notary Pusblic in.and for. Harris County, Texas
THE: STATE OF TEXAS &
COUNTY ‘OF MIDLAND X
The: foregoing ingtrument was acknowledged befdre. mé ‘this day of . . "
1973 by ; X - of ATLANTIC RICHFIEI.D COMPANY, -on
behalf of said corpotation. ’ : : ’
-  Wotary Public in and for

Midland Cointy, ‘Texas

My commisiicn expires:

THE. STATE' OF TEXAS X

'COUNTY OF MIDLAND bt

The foregoing instrument was acknowledged befgaze me this day of
1973, by ¢ of GULF OIL CORPORATION, on behalf
of said corporatiori.

Notary Public.in and, for
Midland County, Texas

My co“xm‘is;iidﬁ‘ expires;

=<14-



THE STATE OF TEXAS X

COURTY OF SMITR® X

The foregoing instrument Was acknowledged before me thig ) :‘7{ day’ of% 2 % ] ,

1973, by CURTIS W. HEﬂBGJRNB

Notary Public in and for
Smith County, Texas

My commission expirast (X one / 775"

THE STATE® OF “TEXAS 3
COUNTY OF DALLAS b§

The foregoing instrument was ‘acknowledged before me this day. of ,
1973, by . f SOUTHERN UNION PRODUCTION

‘COMPANY; on behalf of aaid corporation.

Notary Public :in and for:
Dalias Oonnty, Texas

My commission expires:

~15~
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£ STATE OF TEXAS X
COUNTY OF  SMITH Y .
The forego.ng instrument was acknowledged béfore me this ig S ‘(’ day of
1973, By CURTIS. W, MEWBOURNE,
8 AR T itpey it

i_Not:ary Public in and for
smith county, 'rexas

b t-75

My, commission. expires:

THE STATE OF TEXAS
day of [

COUNTY. OF DALLAS, X
Au\.mbf SOUTHERN UNION 'PRODUCIION

The foregoing irstriment was acknowledged before me this 21“ ang

1973, by X N Phiagienh
COMPANY, - oii -behalf of said, co:pora ion.
7 Not:aryd Publxc in and for
Dallas -County; Texasg'

gn.mu, | 1945

My commission expires:

-15~



A% STATE OF TEXAS X

.COUNTY OF SMITH X

The ‘foregoing instrument was acknovledged before me this. 44 /t day of { ..
1973 by CURTIS N. HEW'BOURNE, President of MARK PRODUCTION COMPANY, a Texag ‘cor *a',tibn",

Notary Public in and for
saith Count_x, Texasn

My commission expiress g, ac /- /905

7
THE STATE OF TEXAS X
COUNTY 'OF HARRIS X

The f@r@oing inat:n‘x‘xfnt was. acknowledged before me this 7 -day of ( Leiqre *é
1973, by b dfe bhotded , At¥oroer-iasy acJ: of “AMOCO 'PRODUCTION ‘COMPANY., tn

behalf of said corpo:ation.
. \.Q@ﬁx'ﬁ&zl q‘L‘('( A et

Notary -Public in and for
Barris: countya ‘rexw
. IRr.f\: HALCAS
My commission expires: /p‘ - =73 Notary Public'in &nd ‘tor Hatrls Coualy, Terag

THE STATE OF TEXAS X
‘COUNTY OF ‘MIDLAND. X

“The foregoing instrument was’ acknowledged befora me- thia __ day-of . s
1973, by P of ATIJ\NTIC RICH?IEID COHPANY, on

behalt of said corporation,

Kotary Public. in and for
Midland' County, Texas

My cotimission expiress

THE. STATE OF TEXAS' X
COUNTY OF MIDLAND X

“The foregoing instrument was acknowledged before me this . day.of
1973 by ’ of GULF OIL. CORPORATION; on behalf

of paid .éorporation.

“Notary Public in and, for
Hidland Colunty, Texas

My comission expires:

-14-



ruE -STATE ‘OF. TEXAS X
COUNTY OF  SMITH X
The foregoing mstrument wag acknowledged before me this . £2 / '[- day of

1973, by CURTIS W. MEWBOURNE, Pteaident of MARK PRODUCTION COMPANY, a Texas,
on behalf of said corporation.

Notary Public in and for
Smith County, Texas

My commission expiresi Q_{,,A S DI

THE ‘STATE OF TEXAS X
COUNTY OF HARRIS &
The. foregoing -instrument was acknovledged before. me this. Jday ;of ot

1873, by , . . -of AMOCO PRODUCTION COMPANY, 'on
behalf of said. oorpo:ation.

Notary. Public. in and fof
Harris County, Texas

My. commission expirasi

THE STATE OF TEXAS &

COUNTY OF MIDLAND X
The foregoing instrument was acknowledged befors. me this . . day of . ’
1973 by ’ of ATLAN‘I‘IC 'RICHFIELD COMPANY, on’

béhalf of said corporaticn,

Notary Public in and for
Midland County, Texas

My commission expires:

THE STATE OF TEXAS X

COUNTY.OF ‘MIDLAND X

The foregoiug .mstmt was acknowledged befoxe me this "1 day of M
1973, by . . P . . .-ivuct of GULF-OIL CORPORATION, on behalf

of said co_rporat;.on.

- . rr'y—-

Not:a@ PYhlic in and For
Midland County, Tékas.

My comaission expires: - =15

-1d=



i STATE OF TEXAS X

/ COUNTY OF  SMITH X

' The foregolng instrument was acknowledged before me. this J"'7"[7(’ day .of I//7 L,
1973, by CURTIS W. NEWBOURNZ, President 6f MARK PRODUCTION COHPANY, -a Texas éOZ‘POI‘tLOh,
on behalt of aam corporation.

/7/3’1 /7" 7/@() (rl—“",«—\_/
‘ Notary Public in: and for =
saith Ccmnt:y, Texas

ty donmiasiol- expires: '//, i LG5

THE STATE OF TEXAS X
COUNTY OF HARRIS: X
The foregoing instrument was ac)mowledged before fie this day of: '.

-1973 by .. P . of RHDCO PRDDUCTION COMPBNY,
behalf: of said corporation. ’ - ’

Notary Public in and for
Harris County, Texas

iMy -commission expires:

"THE STATE OF TEXAS' X

COUNTY 'OF ‘MIDLAND X

 The. ﬂor: joing instrument was acknowledged before me this _31st day of _July. ;
1973',‘ .by. ------- S.,L Smlth Attomey in Pact -of ATLANTIC RICHPIELD COMPANY, -on

-Public in and yfo:
Mldland County, Texas

l‘My,-Acouvuni‘s‘s_:'.::xb'x' expiresy June: 1., 1975

THE STATE OF TEXAS X
COUNTY. OF MIDLAND X
The foregding 1nstrument wag acknowledged before me: this day ‘of

1973 by . e of. GULF OIL CORPORATION, on behalf
of said coxporatzon. ' o ) B

"Notary Publié in and for
‘Midland County, Texas

"My ‘commission expires: A

14w



EXIIBIT, "A" . .ot

Attachad to and fade a.part of that. Operatlnq Ag*eement dated May .15, 1973
‘between MARhtpaODUCTION CoMPANY, Operator, -and AMOCO PRODUCTION COMPANY et al,
hon-Operators

I.. Des¢¥iption.of Lands:

Thé Unit. :Area consists of the South ‘half (S/2) of Secticn 7, T-18- S, R~27-E;
Eddy County, New Mexico.

f

IE.- Interests of Parties to Contfadt:

-Amoco Produc'lon Company 24.865%
-Atldntic Richfield .Company- 18.651%
GULf 0il ‘Corporation . 12 705%
-curtis, W, Méwbdurne- 32,831
Southexn Union. Productlon Company' . 10.944%

100.000%

III. ‘Addresses of Parties:

Amoco Prodiuctison: Company » o .
B. 0. Box 3092 ‘ -
Houston,, Texas- 77001

Atlantic Richfiéld Cofpany .
P. 0. Box 1810
Midland, Texas 79701

Gulf 0il Corporation:
P. O. Drawer 1150
Midland, Texas 79701

tis W, Mewbourne
330 Cltlzens Bank Bulldlng
Tyler, Texas 75701

Southexrn- Unlon ‘Production Company"
Sulte 1700 Campbell Centre-

8350 North. Central Expressway
Dallas, Tekas 75206

B Ofl, Gas and.Miﬁé:al‘Leases subject tothis Contrast: -.

 ;; 0il and Gas Léase dated January X, 1970, frém The uUnited States -of America

’ to Pan Amerxcan Petroleum Corpo:atxon, coverlnq 40 acres, ‘more or - less,
belng rééorded An Vol 102 Page 53, of. the Oil and Gas Lease Records o;
the said zddy County., Néw Me&xco.

2, Qil :and Gas ‘Lease dated Deceémber.- 1, 1971 from.The United Stdtes of America ~
' to Amoco Production Connanv, covering 40 acres, more or less; being the,
SE/4.of the SE/4 of Sectioni7-185~27E, Eddy ‘County, New MEYlCO, said lease’
ucxﬂq of xegord in Vol. 84, ‘Page 378, of the Oil and Gas Recsrds of EBidy
~Councy, Héw Mexico:

3 ‘OAl ané Gas Lea e dated. nugusb”lz 1935, from A. A. Kaiser, et ux, to'Lee
Vdndc'g”lf;, covering 10 acres.‘.o*e or less, bexng the NE/4 cf:'thé NW/4
‘of the. SE/4 of Section. 7- L8$ -27E, Edcy Codnty, New™ MetluO! siid leéase being’
racorded in Vol. 15, Page 69, of tne‘Q,l.and Gas Reccrds of Eddy County,
New Mexico. -

4. 0i1 and‘Gq§ ﬁea se nated Octobcr JO, 1947, from. erdlc ‘Kaiser: to weler Drill=
ing Company.,, covering 70 acres, motre or less, being tha W/2 of ‘the SE/ q{_.
5cqtion_7~195—“72, NP, excepts thu NE/4 of, tHg Nw/4 of the aL/4 6f sdid
section 7; $aid legue balng of record in.Vel. 30, iPagé 132, of: the Gil and
‘Gas Reéords of tha said? rady Cowity, tick Maxicd.
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0il #nd Gas Lease dated October 30, 1947 £from B. F.-Kaiser, et al, to
‘Wier Drillxng Company, covering 80 acres, more or. less;, ‘béing the E/2
of. the SW/4 ‘of Section 7= 88—272, Eddy County, New Mexico; said lease
being of record. in’vol. 30, Page 498, of the 0il and. Gag Records of the
‘§aid Bddy County, New Hexico.

Oil, Gas and Mineral Lease, dated December 16, 1955, ‘fxom Elsie Gates
Johnston to-Eugene: E. Nearburg, covering 40 .acresy more. or ‘less;. bemq
the. NW/4 of the 8W/4: of Section 7-18s-27g, Eddy Colurnty, ‘New Mexico;
sald 1ease being of - record ih Vol. 71, ‘Page 417; of .the 0il &nd Gas
Records of Eddy Coum:y, New ‘Mexico. .

'011 and Gas Lease dated October 31, 1951, from J. R. Jackson, et ux, to
A. C. Holder, 1nsofax, and. only ingofar as said lease covers 40 ncres,
‘being’ the SW/4 of the SW/4: of Section, 7-185-27E; Eddy COunty, ‘New: Mexzco,
-gald lease being of record in Vol. 44, Page .99, of ‘the Oil and Gas Records
ot thu said.Bddy Councy. New Mexico.
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THERE 1S °NO EXHIBIT "B':
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COPAL mn 1748
P«cmmrv.cd by, tha

/18 ) Celncil "of ' Paliileum
501 “::A-;m"?:;:m Accountents Siciat.en of
North Amarico,

mmummha; aLuﬂgn:Qne:atpzs

ACCOUNTING PROCEDURE
JOINT OPERATIONS

L Gmm\y PHOVISIONS

Proccdure is attached.

“Joint Operauons“ shall mean all operntmns necessary or proper for the development. operation,: protecuon and
mamtenanee of the. Joint Property.

“Operator” shall.mean the party designated to conduct the Joint Operations..

"Non-Operators" shall ‘'mean ‘the ‘parties:to this agreement other"than the Operator,

"Parties” shall -mean ‘Operator and Non»Operators

“Material” shallmean, personal property, equipment ‘or supplies acquired or. held for use on the Joint Property.
“Cantrollable Material" shall be defined as set férlh undei ‘the’ subparagraph selected- below:

A. [X] .Material which at the time. 18 so classified in.the Material Clasxﬁcation Manual as most recently rec-
ommended by ‘the Council-of Pelroleum Accountants: Societies- of North, America.

‘B. [ ] Material which: is ordmanly so clamiﬂed and controlléd by Opérator in. the: conduct ‘of its operations.
"List! stiall-be: fumished ‘Non-Operators upon request.

‘2, Statements and Billings

Operator shall bill Non-Operators on or before the last day of each morith for their pmportwnnte share of costs
angd expenses for the preceding month. Sui 11)5 wx.u be accompanled by statements, reﬂecting the total cha:ges
and credits as:set forth under the subpar ph' selected below:

A. [ ] Statement in detail of. all chiargés and ‘credits to'the Joint Account,

B. [ ] Stitement.of all charges and credits to-the Joint -Account, snmmanzed by: ‘appropriate classifications
indicative: of ‘the: hatire; thereot

C. ™ Statement ot all.charges and' credits to the Joint Account, summarized by, appropnate élassification
indwanve of the nature thereof, except ‘that' items of Controllahle "Material and “anusual charges and
credits shall be detaxled

3. Advanees and Paymentis by NonzOperators: "~ o
Uriless olherwxs.e prowded for in the agreement, the Operator ‘may. require the. Non=Operators t0 advance théir
share:of estimated cas .ouuay tor the succeeding month's: operat.ion. Operator shall adjust each monthly bxumg to
reﬂect advanées received from the Non-Operatcrs
Edch Non-Operator shall-pay- its Jproportion of all bills within ﬁﬂcen (15) days. after receipt. It payment is not
madc within’ “sud he unpaid balance shau bear mterest monthly at the rate- o( ten per ¢ent. (lot;‘,) per annum
-or. the maximuri.co t rate pemutted by- Lhe applicable usury laws in the state in which the Joint Property is
bt aled whlchever istherlesser. - -
& ‘
1¢ ills shanl: fotp réjudice the- rxghl of -any Nor Operator to protest or: questxon the gorrectness
ll m and"statemen, ‘réndé Fing
’ Stour, ¢
: e wenty:four: (24) month penod g’ 'N
theréto: and makga c}aim on Operator for. stifient: No. adji
made unless it-1s. made- ‘within the« same. prescribed périod: The pri
adjustments’ resultmg from @ physical inventory of the:Joint. Property
5. Audxts

A Non-Operator,: Upon notice in-writin to Operator and all other No)
Oper S d

bear no portich ofF
=agreed to by the Operator

-6, -‘ Approva! by Non-Operntors

Where an approval-or Gther. sgreement of Non-Operators is-expressly required under Paragraphs 53, 53, 6A and
8°of Seetion 1I, Section III,. Sectmn 'V, Section VI, and Paragraph 4. of Seetion VIT; of, thi Accoummg Procedure and
‘if the agreemem to which this Ammupu 'Procedure ig attached contains no coRtraty’ provxsmns in regard theéreto,
the Operator shall, ‘qu!y all’ ‘Non-Oper and the agreement or:approval of a majority in interest of. the Non..
Operatars shall be enntrollmg on-all NonzOperatora,

—_T—
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11.. DIRECT CHARGES

‘Operator shall c¢harge the Jaint Aceount with the lollowing items:

Rentals’ nnd Roynllies

Lease rentals and royalties paid by Operator fof the: Joint Operaﬁons
Labor

A (1) Sal:

nd wages of Operawrs employees directly employed on’ the Joint; Property .in the conduct of
it

(2) Salmie of ﬂrst-level nupervnsorn in the feld it such charges are.éxcluded from cverhoad ralcs in‘Option
Aot Scetion III
(3) Salanes and wages of technlcal empldyces temporarily assignéd to and .directly employed on the Joint
Properly It suchcharges are excluded from averhiead:rates in Option B of Section 1IL.
(4) -Salaries and wages. of tec r}ical employees el!her temporarily or permanenuy .assigned to and dxrcctly
' employed in the operati n.of the. Jomt Properiy it such: charges are excluded from-overhead ratés in,

Option -C- ot Secuon 448

B. Operator's_cost of: hohday. vacstwn. snckness and dxsabnlity benem.s and olher customary a]lowances paid to
the employees

g - 5al. )
Sccuon 1'and ‘Paragraph lA oi Sectxon fi QY] pefcentage assessment is: used the rate shall Be. based on the
Operator’s cost experlence

C. Expenditures or contnbtltions made pursuant to assessm ts unposed by govemmental authonty vhich aré
applicable to Operator's 0 2
2A and 2B of" this Secuon II “and! Paragraph 1A of- Sechon ‘1IN

. ble persoual expenses of those: ‘employees: whose ‘zalaries and wages are cbargeable to the Joint Ac~

" under Paragraph 2A of- ‘this Section II' and for which expenm the employees aré rexmbursed under
) Operator’s'usual practlce.

Employee:Benefits

Operator's éurrent. cost o, establmhed;plans for, employees group :life. insurince, hospitalization; ‘pension,. retire-
ment, stock purchase; thrift, bonis,: nefit plans of a like. _haturé, applicable to ‘Operatoi’s Jabor ¢ost
chargeable to the Joint Account under Paridgraphs 2A and 2B- of !his Secuon I and Paragraph 1A 61 Section 11
shall’ ‘be: chargeable as indicated in the. subpa.ragraph selectéd below:

A, £ Operator's'actual.cost.

B:. %) Operator'’s actual cost not to’ exeeed fifteen per cent (15%)..

‘Material

Material purchased or- fumished by Operator for use on'the-Joint Property ss. provided under ‘Section IV. So fatr
as it is reasonably practical ‘and consistent with efficient and economical opération, only such Material. shall be

purchased for or-transferred to the J'olnt Property as:may be. required for ‘immédiaté use; and the aceuimuilation of,
:surplus: stocks shall be.avoided,

Trnnsportalion

'nansportahon of empioyees and” Material mnecessary for the Joint, Operations But: ‘subject fo the following hmxta—'
tions

A. If Material § is mioved to-the -Joint Property'—'fram the Operator 3
be made toith i g 1

b &
agreed to by Operator and Non-Operators

B. IfisuFplus Mateérial. is moyed to Operators ‘warehouse. or other storage point no charge shall be. made to tha
Joint” Aceourit. -a distance greater thap the dtstance to the nearest reliable supp)y store, Tecognized. barge.
terminal, or railway recexving pomt unless'»a réed: to by Operators and'Non~Operators; No charge shall be made:
to the Joint Account-for moving: Malerlal to. other propemes belonging, to Operator, unless agieed to by Operator
and- Non-Operators -

C. In the apphcanon of Subpnragraphs Asnd B n‘nova there-ghall be ne equalization of dctisal gross trucking
costs of. $§100 or less.

Serviees

A, “The cost of cohtract services and utilities. procured | from outsxde sources othér than services covered by ‘Para-
graph 8 of this Section II and Paragraph 1B of’ Sechon m The cost of professmnal ‘consultant servxces shnn
not be- charged fo the Joint Account unless’ agreed to by Operator and, Non-Operators

B. Use and service. o! equipment and- facilities !umished by Operator as prov;ded in Paragraph 5 of Secnon 1v:

. Damages: and Losses to Joint Property

Allicosts or expefises necessary for the repaxr or seplacement of . Jomt Property- -made - necessary because of ‘damages

or 'losses incurred by fire, fl60d, -storin; the{t. gecident, or other -cause, except to! ‘the extent that the:damage or loss

could ‘have been avoided through the. exercise of reasonable dlhgence on the part of Operator. Operator shall

turaish, Non—Operators written notice of damages or Josses.iricurred -as soon as practicalile after a.report thereof.

has been :received by Operator,

Legal Experise

All costs-and. expenses of. handhng, investigating,.and.séttling. htlganon o clai ms arising. By reasén of ‘be Jom
Operations-or ‘necessary to protect or recover'the Joirt -Property, inel i
court- costs, cost ‘of investigdtion- or procuring evidence and. amounts; pmd
litigation or claxms. provided, (a) :no charge shall be made for- the, services of Operator's’
ularly employed personne} (such services. béing: consldcred to.bé Adm Y
unless. agreed to by "Gperator ‘and; Non- Operatora, and (b) o charge. shail be made for the foes and ‘exponses of
outsxde attomeys unless the employr'nent of such attorneys is agieed to by- Operator ‘and \Ion-Operator.s

'L‘axes

All taxes of ‘every kind and.nature. assessed or, levied upen or'in cormechon with the Jolnt Property, the operation

;hereo! -or 'the production. therefrom, and which taxes have been paid by the Operator for the bencfit of the
arties, ,
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10.. Tnsurance
Nc! Drl‘mmms pald for insuranee required to: be carued on the Joint/Property { for the.protection "of the Parties,

perator .may act’ as sel-insurer tor Workmen s
states laws, Opcrator may, at its elccuon, mclude

13: Other Expenditiires
Any other expendxlnre n
ang. which “is: incuned b

covered or: dealt with in the- Ioregomg provisions of. this: Secﬁon 11, :or {17 Section. 449
the . Ope ator {or the necessary and proper conduct of the Joint Operations,

HI -INDIRECT CHARGES

‘Operidtor may ¢harge the Joint Account for, mdxrect «cosls eitlier by use of an allocatfon of district expénse items plus:
the rate for’ admmn.strative overhead and plus the warehousmg charges,all as: provnded for in Paragraph 1ot this Sec-
uon m or by- combmmg all three:of said items; under the rates. provided. for ‘in Paragraph 2-or:3 of: this Secuon 1z,

in ‘thé above Se ected Paragraph of ‘thi s, Secuon I unless such cost: and expense are agreed to by Operator -and Not-
Operators .as'd direct charge to-the Joint: Account.

THE OVERHEAD RATES I‘ROVIDED FOB IN ANY OF THE PARAGRAPHS SELECTED ABOVE
/ A, [x] shall [ ] shall not include ,salaries: ;and ‘personal expenses of first-level supetvisors in the field:.
B: [} shall, [)Q shall not include-salaries; wages and. .persorial expenses: ot techmcal employees temporarily as-
‘slgned to and directly’ employed on the .Tolnt Property.
Ci [¥: shall [ ] shall. not: includé .salaries; wiges and personal expenses hnical ‘employees either tempo=.
. rarily or permanently assigned to'and dnrectly émployed in ‘the operatmn nl Lhe Joint

Property.
1. District’ Expense, Adminisirative. Overhead and Wuehnusing
A, Dzstnct Expense
Operator: shall’ charge:the Joint Account with ‘a pro rata pornon of the salanes, wages .and expenses. of
‘Operator's. productnon superintendent and other employeu serving the Joint Pmperty and other properties
of the Operator in the:game operating- area. .whosé time is not: allocated directly to the properties, and. a pro
rata portion -of the cost of ‘maintaining and operating & productmn omce known as’ Operators -

to au propert!es aerved on” some equhable basls. consisteat ‘with Opmtors accouriung practlce

B. Adminlstrahve Overheada

: 5. 01 Operator aut.horlzed to be charged du'ect as: prov:ded
-charge . be made on' the basis- mdicated below, either (1) well

ntag basis at the. rateg-shown thereunder.

(1) [ ] Well Basiss

RATE PER:WELL PER: MOEE

nnlu.mc wm RATE:. nooucmc WELL RATE"
.__{Uso Total Pepti): - ! {Use Cerrant: Producing Depth).

Well Depth M,w.u ) ~ Fintt Five " Noxt Five - Al Welli Gver Tan

(2) [] Percentage Basis _
. PERCENTAGE BASIS

‘Development:-

. ereeresrenseenm Percent: ( ‘%) of the dost of: development of the Joint Property ‘exclusive, of costs pro-

wded. under- Paragraph 8 of Section. 1l and ‘all salvage credits.

Operating::

it Peroent. (%) of the cost -of “operating the’ Joint Property exclusive -of costs provided

under Paragraphs 1 and 8 of Saction II; all ailvage credits, the value of ‘injected substances purchased: for
secondary recovery. andi all taxes- and asséssments which nre levxed nssessed and paid upon the mineral

‘mterest in and to the Joint. Property.

— 3=
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C. Operators ‘Warchouse Operating snd Meintenarice Expense
Xpensc

Combinéd Rates - Wcll Banl:

Operntor uhall chargo ‘the Joint Account. Ior the ‘services covorod by Paragraph 1 of thns Secnon ptes on the basis
{ndicated beldw:

‘RATE:R )
DRILUNG WELL. RATI ” PEODUCING W!LL RATE:
( 30 Yotal Bopth) :{Use’ Current: Produting Depth).

Well Depth __‘Each Wall T T . Noxt Five All Wells.Ovor Ten

A1) Depths._. _s1,200 - _$150 T §125 2]

SWELL PER/M

.Combined'Rates - Pemntnqua:in

.Operator shall charge the Joint ‘Account {or the servides.covered by Paragraph-1 of this-Section II-‘on. the: basis
indicated below::

’ PERCENTAGE BASIS

A. Deévelopment:
oot ea: Percent {. %) ot the.cost of developnient;of the Joint Property exclusive of costs pro-
v‘ ed undet Paragraph_8 of:Section IT :and -all:salvage: crechts.

‘B. -Operating'

Percent (%) of th
under Paragraphs 1 'and 8. of, Sectioh

it- ‘salvage credms value of lnjected subsmnees purchased for

‘Secondary’ recovery .and :all taxcs: and.‘aggeséments which ate levied, easessed. ahd paid upon the: mmeralf

‘interést in and to ‘the’ Jolnt Property

- Applicnhon ol Admlnlstnﬁve Overhead or Combined Rates Well "Basls
The followmg lumtauons, mstruchona and charges; shall apply in:the application_ of ‘the.rates as providéd under

eithet” Paragraph 1B (1) or ‘Paragraph-2 of this Section L.
A Charges for dnlllng shall begin on: the date each. well is: spudded and términate on-the date the drilling or

completnon rigiis’ released. wluchever is' Iater,. _except- that:no ‘charge shall be made durmg the suspensmn of

drilling’ operations ‘for {iftéen (15). or

B. The status of wells shall be as. tollows.

(1) Producing gas wells, injection- wells for ‘recovery operatxons, water. supply wells utilized. for watérflood-
:ing: operations:and-salt water’ disposal walls'shall be ‘considered the same;as producing.oil wells,

{2) Welllls p:rmanenuyvshut ‘doWn-but-or which pluggmg operat

e le-at the time the shutdown ie ‘éffected, Any well"bemg ‘plugged .or produced during any
po‘rtlon o! the! m sha 'd

ore consecuuve dayq

o use ot a. dnllmg rig or workover rxg capable of dnlhng shall
Y wells
-dow =produced or worked: .upon for @ period ‘of a full edléndar
TGntA, shall 1not be included 4in the well schedulé, pro {
regulatory ‘body - shall be. included din the well schedulationly
-.transferred to some otlier well or wells on the Joint: Propé 1]
wells shall be countéd-in detérmining the ‘charge he der”
able, produchon hat is actually, produced during-such:mén
allowable transfer i o

_the.event -the' a]lowable‘pmcuchon ‘is
In thé event £ a-unit:allowable shut-in

s, shall be cons1dere& as:a producing well for ach separately pro-
letion is &0

‘C. The weéll rates.for produ ixg‘wel]s shall/ be»apphed to. the individual leases; provnded that, \vhenever lesses

covered By this'a

) \number of< producmg wells,
D. The:well rates’ shall beac

‘agreement 0. whzch‘this Accountmg Proced is attached. Th.e adjustmem shau be computed by r\muplymé

:the raté- cuxtemly in use by’ the;percentage increase or decrease in the average ‘weekly earnings of - -Crudé
Petrgleum and: Gas Production Workers:{

as shown by "The Index of Averdge chkly ‘Edrnin
as pubhshcd by the 1 mted States; Department ot Labo’ 'Bureau ‘of- Labor Stalxstxcs or the eqx.walent Canadian
Index” a8 publlshed by ‘the Dom\ Hion Bureau-of Statistics; “as; applicable. The adgusted rates shzm be the
Tates currently 'in use, plus ‘or Mmins. the compulcd nd)ustmcnt '
Apphcatmn -of. Admmistrnhve Qverhead: or Cumb cd Rntcs - Pcrccntagc Basis:
For the purpose of’ determlmng charges on:a Pcrcen ge. Basls under” Paragraph. 1B (2) or. Pmagraph 3 of’ 1
Sec\ion I, evc\npmcm shall include all costs in- ecnon wuh dnnmg, redrilling, ‘deepening 6r any rérie
operations-on-any or-all wclls involvmg ‘the:use of dnlling crew and- equipment; also; p'ehmlnary expenditures
necessary in .preparation for drilling and expenduures incurred -in abandoning when well is tiot completed as a
producer_ -and original cost of constructionor installation of fixcd :asscts; the expansion_of tixed dssets and’ any

unitized project the ‘well rates: shall e, applied to the. total
i especuve of. ndmdual leases ;

other project clem-ly diseer: 28 a fxxed .assét,. except Major Construction -as defined-in. Parngraph 6 ot tiis

Section; 11 All other eosts: shall ‘be considered 88 Operatlng

Major Construction Ovcrhcad ‘

For the conslrucuon of compressor. plants wat.er stations, secondary. Fecovery systemis, dnlhng and_production

‘pluttorms, salt - waler dixposal facilities; snd othér such Pprojectn, as distinguished from the ‘miore ‘usual d‘«mmg‘

- -

e e o — L

"»of opernﬂng the. Joint Property exclusive -of costs provided:

ns are-deferred shall be dropped from xhe;

ever, wells, shut. in by goternmental‘

‘the last calendar year ‘compared- to lhe precedmg calcndar } ar-




and producing operatlons. Operator in addlllon to the Admlnizlntlve Overheud or, Combined Ba(en pravided. tot in

Paragrnph 1,2 or<3 of thls-Secton IIT lhall éither ‘negotiate'a rate’ prior to beginning of construction or. shall charge

the Joint Account with an ;additional omhud :hugealfolm

A, 'roun ‘cost’ less lhan 325 000 no chorge.

B. Tohl :cost more, than 918, 000. but lecs than. 3100.000. JE— 3.__ % of total cost. . L

c. r:m cost of. $100,000°0r, mm. 3 % ofthe first $100,600 plus 2% of all’ over $100,000
[ tom ‘cost.

Total cost shall:mean the- toul gross coat: of. any one pmject. For: the purpose. of :thils: pnragraph the component parts

of'a ninglc projca chall not be treated separately and the cost of drilling wells-shall ba excluded.

quuummummmmv,wcmloundhbommmaentwum

; IV, B'As'xé. OF CHARGES TO JOINT ACCOUNT

Subject to the further provisions of this Section’ IV, Operator will procure: all :Material and services for the Joint
" Property.. At the: Operators option, Non—Operaum maey supply Material or pervides for the Joint ‘Property. -

1. Purchases

‘Material purchased and . service procured ahall be: chargad at the |price pald by Operator aftér deduction of all
:discounts “actually received

2. ‘Materfal furnished.from Operator’s Warehouse or Other Propartlee
A. New Matenal (Condltlon “A")

(1) “Tubular goods,: except dins. plpe, nhall be priced.on-a maximum carload -and7or: barge load weight' basis
regardl f qu ntity trans - and..equalized . to - the: Jowest: prevaﬂlng JPprice. fo:b, railway teceiving
point' g " barge. i.rml ‘riedirest the-Joint Property where such Mnlerial is normal]y avails
‘able ‘efféttive: at’ dole of trnns!er.

(2 Lme pipe “shall be:priced: at ‘the current replaeement cost effectnve at date of transfer from a rehable'

earest the Joint Property wheté ‘such Materlal h normally available if ‘the mmrement is:
less than 30,000 pounda ‘H the movement is 30 000, pounds or more, it -ghall, be prleed on the same
bnsis as casing.and: ‘tubing’ under. Subparnmph { 1) ‘of this paragraph

(3) When ‘the Operator, has équalized »sictial haullng costa as’ pwvided for in Paragraph .5 of Section II,
Operator is” permitted to-include ten cents (10¢) .per- hundred-we:ght on all tubular -goods  furnished
from’ his. stocks ‘in- lieu of loadmg and unloadmg ‘costs. su.stalned

(4) Other Matenal shall be priced at- the current” replaeement cnst of the same kmd of Material. effective
at.date of: movement.and tio.b; the mpply .store-or rauway receiving. polnt nearest  the Joint Propeny
where’ Material of the same kind is noma.lly avanable.

(5) The Joint-Account;shall riot :be’ credited- with cash disemhts( applicable. to- prices- provided for in this.

~ Paragraph 2.of ‘Section IV. ! -
B. 'Used: Material: {(Condition “B" and- “cn !

(1) Material in soluind- and . serviceable: condition' arnd aultable for reuse withoug recondltxoning, shall ‘be,
- classified as; Condltlon “B" and. priced at: geventyZfive’ per cent (75%) of the cunent price of meéw
Matenal.

(I) Matetlal whlch is not ‘suitable- for its originai. function* unhl ‘after reconditioning shall be furnished to
t.ho Joint Account’ under one- of the two methods deﬂned below:

(l) Class:ﬂed as’ Oondxtlon +*B" and priced. at- seventy-ﬂvesper cent (75%) of the current. price of new.

Matenal. The lcost of reconditloning ghall be absorbed by the: Operator of-the transferring property..

(b) Clasmﬂed as‘Cbndltlon “c* and. priced at’ fifty: per.: nt (50%) aof ‘eurrént: ‘price- of new: Material,

: The cost ot?mcondmoningaalm -ghall. be -charged: iving pmperty, provided Condition
“C* value, P of reconditioning,. does-mot exceed;Co ndition “B" value.,

(3) Obsolete: Materl' Materiol which- eannohbe clasaxﬁ&d as Condmon' “B" of, -Condition. “C" shall ‘be
priced commensurate - with-its use: Ma!erial ‘ho -longer; sultable -for-its- onginal\purpose but
usable. for’ sornie: omzrpurpose, ahnll be: “priced onia baais| comparable with that of ltems normally: used
for such. other: pl.u‘pose

(4) Material jnvolving ‘erection costa:shall be chirged at sppllcab]e percentageof the current knocked-down
price of new Maierla!.

3. Premium l’ricel '

‘Whenever Maierial is :not: readily" obtainahle at ‘prices:specified: lp Paregisphs 1 and'2 of this Section IV becauge.
of national emergencies, strikes or: other- unusisal ‘causes over- whlch the Operator has no contml, the:QOperator
may charge the Joint: Account for: the required Mntenal ‘at the Operator’s actual cost incurred.in procuring.suck
Matérial, in making it suitable fof: use, and ‘in moving it to the-Joint- Property, provided, that notice in writing
is furnished .to Non-Operatots of the- proposed charge: prict, to biiling . Non-Operators for such -Material. Each
Non-Operator shall have the right; by-so electing” “and notifying' Operator ‘within 10 days after receiving notice
gom Opcrator. to- turmsh in-kind all or.part-of his. shate of 'such. Materjal suitable for use and -acceptable to
perator B
4. Warranty of Matérlal anished by Operator

.Operator does- not warrant the Material’ furnished. In case’ of de!ecﬂve Matenal credit shall not be passéd
to the Joint Account until ad)ustment has! been recéived by Opqrator from: the manulacturers or their: agents;

Equipmenl .and -Faéeilities. Furnlshed by Opérator

-A.. Operator shall ¢harge. the Joirit- Account for use-of equipmént and - facilities at rates: commensurate with
cost of ‘ownership ‘and opernﬁon. Such rates ahiall Include um o{ aintenance, repsurs. other operntmg.
ezpense, insunm:e. taxes; depreciation, and ‘interest’ on ‘investment : tc exceed #ix ‘per cent (6%) Pe
annum, provided:such rates:shall not exceed those currently 'prevaihng fn the immediate area within’ whxch
the Joirit Property 'is located. In-liet of rates based on costs  of ownership and ‘operation of equlpment, other
than automotive, Operator may elect to use commerdcial ‘rotes: prevamng in. the ares-of the Joint ‘Property -
lezs 20%; for sutomotive equlpmem, rates a8 puhushed by i the- Petroleum- Motor 'n-ansport Assoctauon
may be used. mrmummwmmmmmem performed. by

i
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outside service ‘loboratories, ‘Rates .lof trucks, ‘tractors’ and, well service units may. include wages and ex»
ponsenof openlor. ;
B: Whenaver reqw: sed, Opentor chnll intorm Non-Operators ln ndvnnce of the- rates it proposes to- charge,
‘C; ‘Rates shill be. revised - ‘and- udluated !mm time_fo time when !aund to be either excessive or insulficient.

V. DISPOSAL OF MATERIAL

i

The Opcrotor-may’ purchase, but shall be under no :cbligation to purchase, Intérest of. Non-Operators In surplus
Condnion “A" or "B" Material. The disposmon of - surplus- Controllsble Material, not purchased 'by, Operator, shall
: and ‘No n-Operalors, brovided -Operator uhnll dispose of normal. accumulations: of junk and’
) nstér or sale from ‘Joint Propeﬂy.
1. Material Purehaud by’ lhe Openlor or Non-Opentom. .
‘Material purchesed by either the Operator. or. Non-Operntorn shal[ be credited by the Operalor to the Joint Account
for. the month in which the Materlal is- removed by ‘the purchaser;
; Dlvislon in Klnd
Dn sion of Matennl i k!nd if made between Operator.and-Non- Operators, shall be-in.proportion to the r&spectwe
ii ests ln such Materisl. The. ‘Parties will thereupon be charged ‘individuaily with the. vaiue of ‘the Matenal
received or. re‘cetuble. Propet etedita ohail! 'be: made /by the Operator-to the Joint. Account.
3. Sales to Qutsiders.
Sales’ 19 u\s:ders of Materinl from thie: Joint Property shall be. credited by Operator to the Joint Aeeount at the
net amotint. collected by Overator from' vendee, ‘Any claim. by vendea related 1o such sale shall be charged’ back
‘to "the: Jolht Aecount M -and- when paid by Operator.

e

Y1 NASIS ‘OF PRICING MATFRIAL mnsmnm "FROM  SOINT ACCOUNT

.

Liateridl purchased by elther Operator or. Non»Ope:ntm or divided: ln klnd unless agreed {8 by ‘Operator and’ Non-
Operators ‘shall "be- priced on- the followina
‘1. New Price Defined
New price as used in ‘this Sectlon VI :shall. be the: price spec!ﬂed “for new.Material in.Section IV,
% ,New Material
New -Material. (Condition “A") being’ new. Mateﬂal procured _!qr' the Joint. Property ‘but never used, .at one
) ?hundred per-cent. (100%) ot current new! price; (plus sales tax;if any).
% GoodUsed Materlol : )
-Good ‘used Material (Condtuon “B"™), being.used Material in sounu and -servicesable: condition, suitable. for- revse
‘without: recondxliomng- .
‘A At séventy-five-per cent (75%) of current.new price if Materlal was charged to Joint Account as.new,-or.
B: At sixty-five per -cent (65%) of current new price.if:Materlal war-originally charged to the Joint Aécount
a3, seoondhand at" seventy-fivé per cent (75%) of new prlce
& Other Used Malerlal '
Used Material (Condition: “C“) at fifty’ per cent. (50%) of current new’.price, being. used Material which:.
. A. Tsnotin sound and- servlceable eondiuon but’ sultable for reuse after recondmonlng,
‘B. Is ‘sérviceable for - original: tuncuon bm’not suitable for reconditioning.
5 ,Bad-Order Mnlerlnl !
'Material {Condition" “D"), no'longer- suitabletof its original purpese without excessive repair cost: but usable for
some other :purpose-at. a; price eomparable with that of ‘items norxmally used for such -other purpose:
& Junk Material: !
Junk Material- (Condition “E™), being: obsolete and serap Mntedal at prevailing: pricesi-
"l'empnnrlly Used: Mnlerhl '
When- the-use; ‘of.- Materla 15 temporary and:its service to . ihe«Jc
price a3 provided-for.in aragraph-3Bof. this;Section- V1, sue
" & net charge.tothe:Jé! nt. Acconnit consistent wilh the,value of:

'

1

int. Pro;»ertyasdogs not justify the Teductionin
erial.shall be.priced én a basjs that will lesve:
‘the. service:rendered:.

. N
VL. lNVENTORl’ES‘{
4
“The: Operatdr. ‘shall mafnitain: détuiled records of ‘Controllable Material
1. Periudlc lnventoriu, Noiicq .and- Represen(nﬁn’ :
4 sonable lntervais. inventorles shall * be taken by Operator :of the Joint Accoum. Controllable Mategial.
Wl; en notice of inteiition ‘to take inventory shall be given by Operator at least thxrty (30) days before any
inventory 15 to begin so: that Non-Operators may be represen!ed .Wwheh any inventory ‘is taken. Failure of
gon -Operators.to Be répresented #t. an. inventory-shall bind Non-Operators to accept -the inventory taken by
perator, ’ )
b 3 Reconcilinlion and A&,uslment of Inven(ories 'I

Reconc:hatlon of ‘inventory thh the: .Tomt Account shall be made. and_a-list of overages and shoriages. shall be
furmshed to the, Non-Operatora. lnventory ndjustmenu shall be made by ‘Operator with the Joint Aceount for
overagcs -and shartages, but, Operator ghall’ be held accountable to Non-Operators only for ‘shortages due to.lack
of -reaso ablc diligence;

-3 Special lnven!orln

Special Inventories .may -be, taken whenever ‘there {8 any esle or change of lntérest In the Jolnt Property. It shall
be the duty of the party selling to notify ail other Parties as qulekly as poasible ofter the tronafer of Intarest
takes place, In such cases, Both the seller and’ tho purchasar shall be governod. by such inventery,

& Expense of Conducunt Periedie- Inventeries.-

Theexpennqtecod\mmgperbdhhmwmchmmt be dumnd to tha Joint- Account unless agieed to by
‘Operator ‘and Nom-Oparaters,




EXHIBIT D"

ve.

INSURANCE TO BE CARRIED

As toall operations hereunder Operator shall obtain, ‘and carry for the
beriefit and protection of the parties ‘hereto, insurance if same is obtainable,
as.follows:

‘As Workmen's Compensation Ingsurance in an-amount.as required by the
© laws of ‘the State of New Mexico.

B. Employer's Liability Insurance in an' amount of not less: than
$100; 000 for dll damagés from oné or rnore claims arising from
each accident;

C. Compreliensive Autornobile Liability and Propérty Damage Insurance
on all motor vehicles used in cohnection with the operations .conducted
hereundek, with limita of not less than $100 000 for any one person
injored or killed -and not 'less than $300; 000 maximum as a result.
of any 6ne accident: where more ‘than one person is injured or k:lled
and property damage limits of not less than $50 000;

D, Public ‘Liability Jnsarascé. on all operations condicted hereasrder’
with: limits of not: less ‘than '§100, 000-for: any one person injured or
‘killed and not'less tha.n :$300, 000 thaximum as & reault of -any one
accident whére more than one person is m_)ured or killed:. No
public property dama.ge coverage is included in this Section D.
E. :Such additipnal !.nsurance as. may be required by law.
Insurance of the type: mentioned above may be. carried for the joint account

i

in amounts in excess of the minimums se:--forth"above'. ‘The actual premiums

<

Anylliability; lo&d, damage claim or expense resulting from accidents or

.

occurrerces .not-covered by insurancée of the character referred to above,
or in .excess of the insu'ra'n‘&:e; actually carr‘ied under the above provisions;

shall be borae by the parties hereto in the proportmns in: which they own in

&= 3

the unit area. I~

of the insirance énumerdted 2bove, Operator shill profmptlygfve written J
)

notice. theteof to the other parties and in sach e s, resulting loss, damage, ?Q{

claim and expense shall be. borne by ‘:e"éérties ‘hereto in propertion to

their respective interests in therunit area. -Such noticé shall also constitite

e requirement E_h;i' QOperator procure and maintain the insurance

.- | 84223



EXHIBIT "E"

‘GAS’ STORKGE ‘AND BALANCING AGREEMENT

Attached to-and made a part of the
0perating Agreement . between MARK
"PRODUCTION COMPANY;, Operater; and
AMOCO PRODUCTION COMPANY, et al,
‘Hon—Operators, dated May 15, 1973

1. .The parties to the: OPerating Agreement: .to vhich this gas storage and balancing
agreement is attached own' the working interést in the gas rights underlying ‘the Unit ’
Area covered by such. agreement in accordanice with the percentages of’ participation as.
gset forth. in* Exhibit npn to the Operatinq Agreement.

2, 'In accordance with the terms of the OPerating Agreement, €ach party thereto
hag the right t6 take its shire of gas produced from the Unit Area and market ‘the same,
In the event any of the patties hereto 18 not able to market its share of gas or has
contracted to sell its share of gds produced from :the. Unit Area. to a purchaser which
Ais unable at. any time while the OPetating Agreement is in effect tg -take the share of
gas attributable to the interest.of such party, the terms of this storage agreement:
shall automatically hecome effectiva,

3. During the period or. periods when.any party hereto ‘has no market for its share
of gas produced from the Unit Area, or its purchaser is unable to take its share of
gas produced from the 'Onit Area, the other parties.shall. be entitled ‘to produce each
month ‘one hundred percent.of the allowable gas production (includinq lawful tolerances)
agdigned to such Unit and shall be entitled 'to take. and’ deliver to- its or their pur--
chasgér all :of such gas: production, except, however, thit no party ‘shall be. entitled to
take or delivér to a purchaser gas production in excess of three ‘hundred percent of its
share of .such allowable unless that party has gas in ‘storage, All parties hereto- ehell
share ‘in and own the liquid. hydrocarbons recoveéred from such gas by ledse equipment 4n
accordance with: theit respective interests and subject €0 the Operating Agreement to:
which thia agreement ia attached, bt the party or, partiée taking such gas shall -own
all of the gas delivered sto its or their puxchaser. ‘Each .party: unahle to market its
ghare of ‘the. gas produced shall be credited with gas in storage equal to its share. of
the gas produced iufider the Operating :Agreement, less its share of gas; uged in.lease
-operations, vénted of lost. The Operator will ‘maintain a -current eccount of the gas
balance between the parties and will furnish all perties hereto monthly statements
showing the totsl quantity of gas ‘produced, ‘the amount uged in lease operations. vented.
or lost, and the total quantity of liquid hydrocazbons fecovered therefrom.

4. At all times;while gas is produced from the Unit Area, each party hereto will
-make settlement with. the respective royalty owmnersi to whom they are each accountable,
just as if. each party-were taking.or delivering to a purchaaer its: share, and its share
only, -of such gas. production, Each pdrty hereto aqrees to hold each other party ‘harmless
£rom. any :and all claims for royalty paymente asserted by royalty owners to whom each
party is accountable.: . 1 -
- ‘ v N

5. It is the intént that each party be.entitled to gas produced. in the: proportion
that its ownership interest bears -to the sum'of the ownership interests. It ig the
intent that the Unit Operator have the -duty of controlling gas well production and. the
‘tesponsibility of ddministering -the provisions. of this agreement. Unit Operator -shall:
cause deliveries to be made. to the gas purchasers at ‘such rates as may be required to
.give effect to. the intent that the' gas production ‘accounts: of: all parties are to be
‘brought into balance under the provisions - contained herein.

6. To give effect to.the intent of -this agreement, the. Unit. Opérator 'shall be
governed by the following righte of each party. [
]

(a) when the well's ¢urrent prodictiom ig iess than the well
allowable due to either the capacity.of the weéll to produce
or the Unit Operator. causing the well to:produce ‘below dllow-
able in order to- properly balance ‘well allowable overproduction;

{1) Each undexproduced party (a party who has taken

a lesser yolume of gas than the quantity such
party is herein entitled) shall have the right.to

‘ 1= 84223



take a qreuter amount.of gas than itas proportionata
share of the well's curxent production, provided
that the right to take .such greater amount shall be
‘in proportion that. its Interestibears to the total
Lnteteat of“all underproduced paities .desiring to'
ftake noxre than eir:proportionate share -of the.
’well'a current. production. :

12) Eaéh overproducad ‘party (a party ‘who bhas ‘taken &
greater volumg of gas than the ﬁuantity ‘such party.
1is herein entitled) shall reduce its ‘respective
take ‘in ‘the proportion that such party'a interest
beara ‘to; the total interest of all ‘overproduced
parties, but in no event: ahall any overproduced
_party ba, zequirgd to reduce its take~to 'Yessa than
-geventy~five pé: 3 i ;
-party's proportictate share of the well;s current
production.

(b) When the: well's cur¥ént production 1k less than the well allowabléd
due’ to: combined pipeline takes or for reasons other than in subs
paragraph- (a) above:

(1) Each underprodnced party shall have the right as.
in’, subparagraph (a) (1) above.

(2) zEach ovezproduced party shall reduce. its réspective
take in the ptoportion that such party’s interést
-bears to the. total . interest oﬁ all overproduced
paFties, but in rio event shall any overproduced
party be . required ‘to reduce {tsg. take to less than
seventy—five percent (75\) of ' giich- overproduced:
party's proportionate. share ot th well allgwable.

{c) When tne well's current production ia equal to or greater than the
well allowable:

(1) Each underproduced party ‘shall 'have the right. to .
‘take ‘a gréater .amount. of gas tﬂan its proportionate
ahare of: the well allowable, provided that the right
to ‘take :such greater .afiount., shall be ‘in ptoportion
'that its intereat bears to‘the total interest of all -
undazproduced parties desiring to take ‘more than their
proportionate ‘Share- of the well allowable.

(2) Each overproduced party shall *ave the right as in
' spbparagraph (a)(2) above. :
(3) The Unit Operator, ‘at the request ok any party, may produce ‘the:
.entire well stream; if necessary, for a deliverability test not to
-exceedvseventy-two (72) ‘hours duration reguired undér, such tequesting
party's -gas sales. cofitract and may tverproduce in any other ’
~provid¢d ‘that such overproducing wolild be . consistent with prndent
operations.

7 Each party taking gas shall furnieh, or bause to be furnished, the Unit
Operitor .a imonthly statement of gas taken. After|commencement of production, Unit
Operétor -shall furniah a curreant ‘account monthly of the gas balance between parties:
hereto including the total quintity of gas produced. the portion thereof used in Unit
operations, vented or lost, and the total. quantity of gas delivered to a market.

8, -Each party taking or: delivering gas to its -purchaser shall pay any and all

production taxes due on sich gas. |

9., The provisions of this agreement shall Bea. separately applzcable ‘to ‘each
‘régervoir to the end that production :from one. reéervoir in a gas well may. not be
utilized for the purpose of bulancinq underproduqtion from othér’ regervoirs,

-2
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10. When gas sales from a .gas: well permanently cease, Unit- Operator shall be
responsLble 'to detemime tha final. ‘accounting of underptoduction ‘and -overproduction
and each X oK ﬁ d by, shall ‘accolnt o and . compensate ‘edch ‘underprodiced party
with a sum. of money equal to the amount actually received, less applicable “taxes, by
any averproduced party from the sale of that part of the ‘total eumlative volune, of
gas produced’ which the underproduced party: vas entitled to’ take and ‘payment for. :guch
overproduction- sliall ‘be in the omder of accrual.

) 11. The ‘direct. expense, :Lnoluding wages, transportation and out—of—pocket expenaes,
-of first-lével supervisors :equ.lred to implement and cause. this agreement to be effected
shall be charged to and paid by ‘the joiht -expensge.

-da
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ST e e e et e
ASSIQNMENT:@F&OIL;ANDAGAS LEASE
' STATE OF NEW MEXICO

COUNTY :0F EDDY

B

 This assignment and agreement made’ and entered Into by
‘ana- between GULF OIL CORPORATION, hereinafter called "Gulf" o
"Assignor , and NEARBURG &. INGRAM, & partnership composed of
Eugene E, Neafburg and Tom L Ingram, 127 South Richardson, Roswell

'4New_Mexicoxehene;“i'

er called "Aesignee., upon the following terms
- and conditfons,: Lo '

EA

S WITNESSETEH.:.

- Gulf: is the owher and holder of; an’oil and gas lease

descfibed:»

011 and Gas Lease dated OGtober 31 1951, LT
Texecuted by . J. M. Jackson and Lizzie J. B, o : ’
Jackson, his wife, as Lessor; in favor of *
A, C. Holder, as Lessee covering . the SW/4
SW/bh of Section 7 and the NW/4 NW/L of ‘See-
tion 18, Township 18 South, Rangeé 27 Fast,
N.M.P, M., ddy County,: New Mexico, recorded
In Book. Au at Page 99 "of the Records
~of, Eddy County, New Mexico;

%eferenee to eaid lease and.to-the:record thereof 13 here made
for aIl:pﬁrpoees; ' ‘
NOW, THEREFORE, for and in consideration of the sum ‘of
One Dollar: ($l 00). and .other good and valuable consideration to
,1@ paid,.uhe ‘receipt and sufficiency of which is ‘hereby acknowledged
,-and confessed, -subJéct to the reservations, convenants and condl-
fions»hereinafter contdined, Gulf does by these preeente’assign

. and. transfer to NEARBURG & INGRAM, as Asslgiriee, -all of its lease-

i'hold “etate rights dn and to all of the oil and gas 1n and under-

'{Iying the following described tract. of land to-wit:

The SW/4 SW/4 of Secti ‘:jand the W/ N/
o of Section 18, Townshipv18¢South Range 27
L East, Eddy Countv, New Mexd.co, - from the sur-
v face to 100 feet below thé greatest depth
J,drilled .not to.excead .1 OO feet below the .
surface. .




assigned are

Ject to the’ right of Assigner to:use as mich of the surface as

1t deems necessary to explore for develop and produce oil and, gas o

- his assignm ntcis expressly made subject to the fol-

lowing ' conditions and covenants to wit;
h ‘ 1.

‘Assignee agfees to perform all obligations, express or
iimplied, of Assignor under the above described lease insofar as
‘such obligations are applicable to the- rights herein assigned as’
-well ad . the obligations hereof )

. . : 2;n

On or before sixty (60) days. from the . date of this Assign—
. ment Assignee shall commence the actual. drilling of a. test well
for oil arid a8 purposes at a location or "his, choice on the- above':
,described premises, and will thereaiter drtll such well with due
diligence and in -a good and: workmanlike manne® to & depth sufficient
in’ the opinion of Gulf to adequately test the San-Andres formation
'»or to a depthfof 1900 feet below the surface, whichever first rogeurs.,:
Should Assignee fall to comply with their obligation to drill the. ”
- .above mentioned teat well ‘within the. time, in the manner and to the
’ depth specified all of their rights under the’terms and: provisions
of, this assignment snall ipso facto Lerminate and the leasehold
rights and estate herein assigned shall revert to and revest 1n
Assignor.

. ) 3'

If Assignee drills and. completes: the above mentioned tegt
'well, either as a dry hole or as’ a producer of oll or gas in com-
mércial quantities, ag- Herein required Assignee obligates themselves
to commence “actual drilling of a second test well for oll and gas
purposes. at a locdation. of thelr cholce on the assigned premises with=
:in<ninety (90) days after completion of the test well required under
Section. 2 hereof and thereeﬁter to drill said well in the same mah-
,ne; and to thevssme osjective depth?es?the test well reQuired under

-Section .2 hereof, :and Assignee shell theredfter carry en continuous




‘:ted under the spacing regu-

;Jurisdiction..’"Oontinuous
1171 Ehal : terval of not more. thaiy ninety (9@)
fmdays shall lapse between ‘he.comple 161 of one well‘and the com= .
lmencement of. actual d il_ing oﬁ a; subsequent well Assignee will
protect the premises covered bytthis assignment against drainage,
meeting all offset obligations and otherwise operating the .premiges
-as a~reasonable, prudent operator wculd under the ssme or’ similar

‘circumstances ) ) o

. - T J,": 5&4:' .
Upon completion'of any well as a’ producer of oil -or gas

inrcommerical quantities, Assignee*shall furnish to Gulfy at 1ty

Roswell New Mexico, offioe a recordable instrument containing a 1_}_

. sufficient legal description of the spacing unit ‘upon which the "V

.well was drilled as authorized by the regulatorv body having juris-

‘ diction.
.53
Failure of Assignee to comply with the drilling obliga—
tions set out above shall, except asg" herein otherwise provided
result in‘a termination of all of Assignee's rights under the
‘terms and provisions of this assignment and said 1easehold estate
f and rights herein granted shall ipso facto terminate and revert to’
‘and revest in Gulf except as to each spacing unit on which Ag-
-signee haSvconpletedra producing well”and‘has furnished to Gulf a
recordable-instrument containing%a,sufficient.legaljdescriotiony
;of the spacing unit... In the-absence7of applicable spacing§rulés;
. the spacing unit’ allooated to a producing well shall ‘be a maximum
4'éf forty-(#o) acres. ‘ o
A1l costs and expensesuinCident‘to the drilling and equip-
) :ping of :all wells shall Ye borne by Assignee, and nelther Agsignop
nor any other leasehold interest owned or retained by Assignor shall_
:'bd liable for: any part -of the costs ar expenses of drilling, com-
pleting andenuipping of such wells or for producing, 01l or gas there-

from or for any injury to any: person or damages resulting from such




illing or producing operations. '

L
k
1 0.

Assignor‘eafréssly;fééerveé the*ﬁolIQWing'oveffidihgwv

royalties'~f

-(a) Three thirty ‘seconds of eight- eighths
(3/32nds of,.8/Bths) .of allioll produced
" and saved ;frdém-the -premises hereln ag-
signed; “the ofl %to be delivered to Guif's ..
“credlt in the pipeline to which. the well
“or ‘wells. may - be connécted, fréeé of cost
to -Guif " except for gross produotion, plpe-
line, severance or .any bax, other than ad:
valorem, ‘which may be imposed upon or at-’
tributable to Gulf's interest; .and

, Three ° thirty—seconds of elght-elghths
{3/32rds of 8/8ths) of the value, as
. hereinafter defined, of all gas, cas=-
- +ingheédd, gas, ‘distillate ‘and condensate
produced ‘and -saved. from the premises
Cherein’ assigred, free of all cost.and
'expenge to’Gulf except’ for gross produc—
tion, pipeline, ‘severance or any tax, other
-than -ad valorem, which. may be Imposed upon
o attributable to Gulfls interest, the
" yalue of -such gas, casinghead gas, distil-
date and‘condensate 80 s0ld to be deemed
Jbo- .be ‘the total proceeds received»by As-
: Y om such ddle, and, 1f used off
- the ges, ~the valué - shall be based
. ;upon thé existing market price at the. -
. time,; in the area, for gas sold for the.
‘same purpose

The overriding royalties on oil and gas to be delivered
or paid to Gulf, as: above provided shall be-invaddition to the
royelties due the Legpor as’ provided for in the origihal leage
covering the pfemiseégpefeihwaesigned; payment of which-royalties
in accordance with'the'terms of sudhilease.tbe.Assignee‘exﬁressly4 -
' a§sumésAipsofar as the'premises and.iights-therein hereif assigped

ére'cehoe?ned{ ‘ »

. A g

] Immediately after locabtlon has been staked off for the
drilling,of.the above mentioned test well!-AssigneevagreeS»to fur-
nish’totaulf‘at ite Roswéll, New Mexlco, office*g report giving
;the,noﬁﬁef‘of*feet‘from an‘establiehe& corner where sgld well is
;to be :drilled; ard thereafter,:hot~later than:Friday of‘éaeh wéek,
subsequent to- the making of sugh location until said well 1s. com-
""pleted tor mail.to‘Gulf at -its Roswell, " New Mexico, office a. report
'giving the progress of the well, ILikewlse, similar information '




Ahls .Assigrunen?c; " In “the "*event"

b

* not. later than - the‘tenth “day of eddl month
.9, : ; . o
Assignee agrees that representatives oFf Gulf shall at
all times have access to the pr‘mises and to therderrlck floor

of the wells drilled by them under the provisions of this Assign~ -

ment for the purpose of observing the progress of drilling opere—

tions and iof obtaining information concerning such wells, and

- I ‘;: that such representatives shall be” furnished with full informa- .

,tion pertaining to the wells o1 formations enoountered therein

g i . o 10,, v

Assignee shall -save . samples at intervals of ten (10)

feet during the drilling of the above mentioned test well and

§ ; any ‘other wells d illed by them ory the assigned premises, and de—li

~liver aanie’ to Gulf at Roswell New Mexico, unless Gulf elects. to P ) Lfflﬂ
/eccept seid samples et the well Assignee further agrees ‘to’ fur- '

nish eulf samples of all cores«taken during “the’ drilling of. all

wellSvdrilled by them;unden<tbe provisions hereof.,

¢

'Assfénee,agfees,ﬁét}their:expense, to make ah ‘electrical

survey or a»cemparable analysis satisfactory to Gulf and to run

'a gamma ray—neutrcn log of the hole of each well :‘drilled hereunder,

to conduct a microlog survey of ~each potential pay zone after : k %
Feadhlhg the opjective depth,_and to deliver a certified eopy of ' .
the resultant electrical logs, gamma ray-neutron logs end mioroe" -';:i
logs. to Gulf's Roswell, New Mexico, office: Assignee further agfees -
‘togméke all required reporss-to tne appropriate agencles of énev )

i*Sfaﬁe of ‘New- Mexfbo. In the. eVent-anytwell s to be.plUgged and

L,abandoned Assignee shall have furnished all technical data and

‘given Gulf‘s District Productlom Geologist nofice twenty- four (24)

a ' fhours before plugging.

Lo s b b S
t *

o




LT ther indications from cuttings or cores, that any.. formation
encountered during the drdilling. of said well is- a prospective oil'
luor¢gaewherizonngSQigneeiegreee to. properly test such horizon to
. :tne_setisfagtion;of Eulﬂ,if 4t was not adequately tedted at ‘the
" rtime 1% vas penetretédg ;Asgignee shall’notify.Guif pripr-to any
'”testwtoWPQ»made;in'or@érfthaﬁiGulf may heye a.representativewpre—
gent to witnees siich ﬁestashoﬁldlit desire £¢ do 0.,
120 ‘
:Irrespeotive ofIWhéther any weil'drilled heréuhaer is'
completed a8 ‘a producer or ‘ag a dry hele, Gulf shall" have. and is
hereby: granted the right to 1ower geophones and othern instrumente“
into’ such well or wells for the. purpose of conducting any geo~
phys@eal survey it may desire It is specifically understood
'however in the event Gulf exercises the right herein granted
'thatiallﬂactual expense end risk in connection therewith shall
<be:b0rne by Gulf end:Gulf“agrees ‘to 1ndemn1fy and.hold:Assignee
harhlesa“from any and all dameges to broperty,.injuries to{ or
'death of any person or persons occasioned by or arising from
such operations.;j .
' a3
In the event any well 1s completed as a dry hole,
Assignee agrees that tney will notify Gulf's Roswell New Mexico,
office at;least<twenty—fourA(24) hqurs.prior to the final measure-
ment of-tne we;l‘sO'ﬁhathGuif can have a repriesentative present
éolwitnees sneh_meéenrementrif 1% so-desires; and Asslgnee agreesg
;@hat they will, as soon as practilcable, furnish. 'to Gﬁif at 1ts
Roswell, Nevaenico, office a certified copy of the log of‘each
~well drilled by tnem‘on the assigned bremises, 1rrespective of
_fnhéthérﬁ such weall Ls‘completed-asﬁa_dry‘h01é o1 as -a producer:
‘ ' " | : - 1k . .
_Assignee agrees. that Gulf shall have the right, at its
op¥lon to be exerclsed, walved and re-ekerclsed at sny time, toe

..texe‘endvpurchase at :the .current posted.price,inrthevfieldhfor




se}eliﬁgasjiincluding casinghead ‘Bas produced,and-saved

" frof- the premises herein asaigned: upon the same terms. and .condi-
ﬂtiensuand‘atuthe;samé.price“bﬂféfed.by a bona fide third party

fbﬁ%éﬁaSerflérfﬁf‘tﬂere”is%nbf ona fide oﬁfer by a thira party:

purchaser, ‘then upén- Sich - terms and conditions a3 may be: agreeable
to’ Gulf and Assignee;.Assigneeh h0wever,vshall_have the right to -

utilize?sucn.gaelasﬁma§~beﬁn96essary‘in the developmernt and;operaf

“tion of the-prémisés hérein assigned:

. : 1-5.'

After production has been’ obtained should Assignee

.eondlude: to abandon the premises herein assigned or any DPart

thcrcof theygagree £o notify Gulf at: Roswell New Mexico, in:

:writing of their intention to. abandon at least Tsixty (60) days

“before production of oil or gas is ceased; and in theevent such

abandonment is made, Assignee agrees,‘at ‘the election of Gulf,f,
to assign said well together with the leasehold rights in the

horizon abandoned under the spacing unit upon which sald well is.

‘located o Assignor, Assignor, however ‘to pay Assignee the rea-

sonable salvage value of any.. equipment on stch well In the.ab—

sence of any spacing rules in effect as may be applicable to. the:

property .hereby asslgried, 1t 1s ‘agreed that one produclng well
:shall<h9ld‘fofty-(AO) acres.. ’

‘ 16. ,

All Yease’ operations conducted by Aesignee hereunder
shall be subJect to all laws, riles. and regulations, both- Federal
and State,;applipablenthereto,

. . 175
o All ad. valorem ‘taxes, 1ncluding those based upon. produc»
ticn from the leasehold estate covered by this asdlgnment, shall

be rendered and paid. by As§igneed together ‘with all taxes upon '

3leaeehqld’eqﬁipment and otber_persdnal property owned- by Assignee’




[ A

o

’ any ‘production or'oﬁherltaxee.thatvmay be leévied against his in-

“ Asdignee shall, frém the date hereof, be liable for |

~‘teérest in the. adsligied premises and agafnst his intervest in the.

01l and’ gds. which mayupe‘producea therefrom: ~Gulf shall be 1liablé

estate herein assigned to him, Gulf shall ‘have a preferentiar

bnly'for"taXes other thah ad Valorem that may be levied against

the overriding royalty lnterests herein reserved by it and that

\.may be levied against ‘the proceeds from the sale of the oil and'

" gas creditable to such interests

l
BT , ‘ !

After fifteen (15) days from the’ date of commencemen%“

of the initial test weil under the terms of this assignment .

]
I
should Aesignee desire to: sell all; or any part of the 1easehol?ﬁ

l

right to purchase In such event Assignee shall notify Gulf in~

*writing at Roawell New Mexico, giving the complete: terms. or aPy

C bona fide offer acceptahle\to Assignee made by a prospective pur-

chasen,neady,cable and-wiiling to purcpase,-&ogether with the;'

name,énd'address‘dffsucthpoépéctivenpurchaser. Gulf shaIl'hare‘<

Zan'option:fof‘a ﬁeriod‘of thirty (30) days after receipt of thf

notice in which to pyrchase the leasehold estate which ASsignée
desires. to sell, aL the pricé and upon. the terms offered by the

prospective purchaser Any assignment made by the Assignee ’:
covering any of their rights[under this agreement shall speciﬁ

,ically provide that sugh: assignment s subject to .all the terms

. and conditions’ of this. agreementwand the'Assignee»herein.agrees

to furnish Gulf with either.an éxgelited or ‘certified copy of such
assignment L
20. - . o

I

:Tﬁis.aseignmenb and the ternms hereof shall inUre‘to'

‘the benefit of” and be binding upbi the parties hereto, their |
|
successors in title, personal representatives and asgigns,’ butt

N no. assignment or transfer by Assignee of ‘any’ interest acquired

~8= ’ ) o !




v

'

7O, HAVE AND-. TO HOLD. unto ‘the said NEARBUHG & INGRAM,

’itheir’heirs, successors and assigns forever; subject, however toJ
;compliance on their part with- terms and- conditions: of the origina
alease insofar as it a1 ects;the,leasehold,interest herein-as-
signed,‘and~tovcemplianoe’on thedr paft with the obligations. and

conditions'herein contalned for oiliand gas purposes, at the time

!
and in the manner herein provided; and 4t 1s understood-and agreeg

-_,that this assignment is:made without warranty «of title on’ the partg
of the Assignor:egoeptmthatrit warrapts thayyit.has.not‘heretofone»n

. . . S o o
‘transferred or'enhumbered the leaséhold rights and the priviléges

4herein assigned . ] o .

‘*i Except ag.. othorwise herein provided all notices to

' .Assignor shall ‘be mailed to Gulf Oil Corporation, Post Office
.,Box 669, Roswell New Mexioo, and. all notices to Assignee shall

be mailed to Nearburg & Ingram, 127 South Hichardson Roswell

New Mexico, until either party is. notified in writing of a change

of- address by the other. S
EXECUTED in uplicate originals this the
5.1958.

4 PTG
718

 GULF. OTL CORBORATION

‘;Aftorneyeinifaof

NEARBURG & INGRAM,
a Partnership

By >;.-_" N " »
T==TGN L. INGRAM 7




AN

T R

‘COUNTY OF CHAVES SR S o .,

B The foregoing :‘Lnstrument was acknowledged before me. this

24

1958, by __W. A, SI-IEILLSKEAR ,

Notary Publle 174

st 15, 1962, .

'STATE' OF -ANEW-'MEXIGO TS
COUNTV OF CHAVES i' 5*

L &_ :day _,c_>f-".'(

NGRAM, Vpartners on behalf of NEARBURG & INGRAM a Par‘mer—

ﬂATB OF -NEW ME}: Caunry ‘of Eddy, . u. 1 bereby cereify thet this instrument was fited for m’ord o8
a.._...ﬁ...... P P APV -3 (LU Lirriony 1955 9 .m oclo&A Mo and duly, recirded
tn Book o523 -, jusk ,__82.._.,4 e Records ol QL & GRS

Mnldred Paie, Count Clérk

by C”) H ." ./U?“J.‘l :th“‘Y

-10-
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UNIT AGREEY

FOR THE DEVELOBMENT AND GPERATION CF TIE

WEST' RED LA UNIT

TDDY COUNTY, NZW MEXICO

THIS AGH ZEMENT, ‘entered inté as of ‘the lst dey of fugust, 1967, b

nd behween the parties subscribing, ratlfying or ‘comsenting hereto, and

leréin referred to as "parties hersto”.

HITFESSZICTE:

WEEREAS,. ‘the parties hereto -are the &wners of working, -royalty: or
other 0il or gag(intgrests in the land subject to: this Agreement; and
RLAb the 0il Conseérvatior Cemmission o ‘h vate of New Mexico
is esuthorized by law fChap; 72, Taws. of 1935, as arended By Chap.‘l9é, )
Lzus of 1937, Chap. 166, lews of 1641, end Chap. 168, Zaws of 1549,
Chep.. 65, £rt. 3, Sec. Ik, NiM.B., 1953 Amno.) to approve this Agreement,
e the conservation provisions herecf; eng
WEEREAS, the Mineral ieasing Act of Februery 25, 1620 (b1 Stet. 437,
as exended, 30 U.S.C. Sections 181 et seq,)<authorizés Tederel lessees and
‘Thedir representa?ives-to unite with €ach other or joinily or séperately #ith.
thers in. colleéctively adbptihg'and o?eratingla cocperative or unit wlan of
'dﬁveiopment or operation of any cil or‘gas=§pol, fiel@‘or like eres or any
part thereol for the purpose of more properly conserving, the natural re-
sourcas thereol whehever detériined. end certified By Thée Secreélary 0o the
Interior to be necessarj or advisable in the pudblic inveresti; and
'WHEREAS, the parties Héreto hold sufTicient interédsis in the . Vast Reg
Lake Unit Area covering the land herelnafter descridved to give rezsonsbl
effective coqurol of operztion ;hereln, and
WHEREAS, it is the purpose of tre parties hereto, o eheble institu-

tion &zd conewmation of secondary recovery operations; conserve naiirel

resturces, Drevent weste and sécurd the other dbenefits oo
develppneav and cperation -of. the aree. sub*“ct {0 this Agreement. under the

teirs, conditions axad Timitations herein set forth;

NOW THERETORE, in consideration. of The premises and the 970

conbelned, the parties liereto eomri 1o iNis Agreement Theélr entird resfeciive

ﬁitizéﬁ'fohatiOn-and'agree severally arong tremsdives &s




SECTION 1. INABLING ACT AWD RTCULITIONS: The Mineral

of Pebrusry 25, 1920, as emended, suwrs, &né all valid, perti

(6]
v
n
o
£
5%
£

Tions, including operzting and unit plan regulations, herstofor
thereunier end valid, pertinént end raesondble regulaticns héreziter issued

-

theézélnder aré accepied and made & Dért of this fzreemsrt es to

b

lands, vrovided such regulations ere not inconsistent with the terHs of

this Lzreément; dnd as t0 non-Federal lands, the ¢il.end- gas operaiing

regulziions in effect as .of the effective date lereol goverining &

i

gnd prodlcing operations, not inconsistent with the terws hereof or tre

laws of the Sigte of whichk theé ron-Pederal land is 1Gcatéd, ard hersty ac-
e d - n A " Yy @

cepted and mede a part Of this Agresiert.

SECTION 2, UNIT AREA AND DEFIRITIONS: The aves descrived By Srects

in Exaidbit. B end depictéd on Exhibit A attached hereio is heredy desigrated

and recognized es comstituting the Uait Arda, corntaihing 2,236,835 ecres,
tiore or 1éss, in Eddy County, New Mexico. -Seid lard is described s fol-
lows:

Tovnship 18 Soutw, Rerige 27 Past

NMPM, ;. Bddy County., New Mexico: .
‘Section 4:
Section 5
Section 6
Section T

PRSI

g
9v

Por the purpose of this agreement, the following terms ressions. &5

Used hérein shall mean:

(&) ™Cormission”" is defined es the Oil Corservation Commisgion of

cf New Mexico.

) "Director" is defined. as the Director of the

¢

o'

Survey.
{¢) "Secretary" is defined as the Secretery of the -Intericr of the United
States Jof Américas

(&) "Derartment! is defined as the-Department of the Inteérior

fiites -of Américe.

(e) "Supervisor" is Gefined.as the 0il and Gas Supervisor of

States Ceologictl :Survey.
- -



(:

v,

)

o

&3 (hal poruidh of the Graybuy
San Andrés Tormations umerlyl rg the Unit frez vhich Inmciufés e

consinuous stratigrdphic 'inter‘if'él.

$0p Of the Grayburg formaticn and

and¥es formation; said .terva- naving teen

Jeet baneath the

Teet (the top. of the CGrayburg forretion) and 2210

B

Serrick Ploor 1n:ithe r’omo OJ_L : Ces Co:*paﬂy Facdral "E8" Wou X Well

{arilled as the Hurble Oﬂl & Re?

Company's Ao Cralk Binff Draw

Unit Nos 21 Well) locsted 1850 feet Trom the south line end 227

Zeet from the weét.;lihewéf ‘Sectith 4, Township 18 iS,out‘n, Range 27 East.{'
Ecdy Counts v, New chlco, ay snc',m by the radiosctivity log Gated.
February 7, 1_961;

(g) "Unitized Substances" is-defired &5 el 0il; gas, geseous, sudstances,
sulphur contained in gasj cordcrs <e, end all -essceieted ard con-
stituent l1qui6.s or- liguefizble ‘.yaro\.aroc o5 withid or profuced from
the Unitized Formafion.

(n) ‘“Workisg Interest" is defined zs the right to ‘search Tor, produce

and acquire Unitized 'Subél’cance"s vhetlier 18id as 2n ircidens of ciner-
shilp of mineral fee smple title, under an, 0il and gas lease, or
otherw-ise held.

(@) "Woriking Interést Ouner'!is defined as any pariy neréeto owning a Worke

ing Ikzteres‘c - dncluding & cerried working interest. owner
=3 v > o & J

- S

Susstences by virtue of @ lesse, operaiing sgreement, Tee i

ctherwise, which interesr. is chepzsEdplé with ax v’)_‘.lgat &8¢ fo 3y o¥

-wights that are free cf lesse or other dnstrument coaveying ke -

Taterdst to, afnétl;é"r £held B Yegarded es:

Cuner to the extent of seven—eién (7/8) o h_s itarest in U

Suistances, arid s a Boyélty. Owner with respect

elghth (1/8) interest thergin.

-

5} “royeliy Irterest" or “Royalty' is defired- ss en interest other thawra

o~

N -

Jorking Interest in or right to receive a Dortion of the Unilized

Susdtances o thé proceéds th

redd and includes 'clm royalsy
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EXx=16tr D
car-s14l

EJON COMPANY, USA,

- BDST'OFRICE BOX/1600 - MIDUAND, TEXAS 70701, - (915V 8857841}

‘May 11, 1973

‘Trade AC- 55 73 ()
Chalk Bluff Draw Ares 0300
,'.EDDY COUNTY, -NEW MEXICO.

RE: E-214033, 224269, 233059

Mark, Production Company
330 ‘C¥tizens Bank Buxldmg
Tyler, Texas 75701 '

‘Gentlemen:

iescfvauom hefein contamed :insofar. as said -ledse(s) cover(s) oil- and :s only in’ and ‘ander- the fol.lowmg descnbed
lands: ’

214033 - NE/4 NW/4 - SE/& telow thie base of' the: Sar Andres forimation,

224269 - \zw/a SW/4 be]ﬁow 1,910 feet,

:233059 - SW/4-SEf4, W2 N’vJ'4 SE/4, SE/Q N# /4 SE/4, below the ‘base of
the San Andres formacion

All in- Sectiod 7; .I-18-5, R-27-E,
EDDY COUWTY, NEW MEXICO

subject to thes fouowmg fiimbered’ paragraphs which-are sométimes Herein referred to as Condmons and*Which it
agreed shiall govcm and détermine the nghts 4ind obhgauons of "the parties ang nduct of: your opérations
heféunder, bo 1 25,10 the well require ¢-drilled herein and-a5'to'any-sibs quent well or wells which
d Underathe terrm of th:s agn:emcm ‘or. whxch may be dnlled, on ihe above described’ land dftt:r -an
18- heen. carned.

4 DIVISION OF EXXON CORPORATION




EX-101°PD Trade -AC-55- 73 . (P)

inderstood and agreed that; \y.ou. shall comimence operanons for-theé drillirg of.a-well,.on of before:

July ’1973 ‘tinesbeing of fhe-essence, s areg'tﬂarlocanon 1A theé SE/4
Section 7 T 18 S R'27 E EDDY COUNTY NEW thlCO

.and " that:you shall. drilk with: du¢:diligerice foa depth.su fficient to- thoroagh 1y test the Morrow
formar,ion.

cand; complcted by you'free of any cost or ILabﬂny tous; whethier completed asawell: Lapablc
commercial or paying quantitiés,‘or-féind | (6 be.dry-and plugged and: abandoncd as the

not. -hnuled o such as hercmafter specxﬁcally set’ fonh We shall’ havc thc nnht to recerve such sxmples
cores snd cuthugs 10, bc dehvezed to- Exxon at 503 South Marlenfeld Street,. Mldland Texas ’

a 1east tw&ce wecldy, un]ess you may bc requesled othermsc Samplcs pmper]y labcllcd and dullmg hme aré to:

‘or by tmde as is usual and'
ght 1o runisych survey ‘at our
weﬂ thhm twenty:four (24) hours after
you plan Lo plug aiid-abaidon thie well'asa

dry hole you shall gwe s advance nouce thereol' a.llowmg us qafter receip ,by us of copies of all.firial logs and surveys
from saxd well, plus ‘proper’ dnlhng tinie and samplés'io zotal depth, 2t ledst 'wcnty -four: (24) hours. thereafter, -exclusive
of Satu:days Sundays and holldzys to dSCE!!dln whether you have complxed anh the obhganons undcr lhc 1crms of -

hours cxplre bcfoxe such de wvery:
You agree to" fumish: ‘Mr. K. L. Léngstreet o
Exxon Compaty, U; S. A:  Ared Coder 915
Py 0 Box 1897 Office Phone: :523-3650
Andrews, Texas- 79714 Home Phore: 523-4260

-the following:
2., Drilling time: taken at'not more.thin 101 foot.intervals, {rom surface.tostotal. depth
b.-Onie (1) Mud-Logger.report, diily, and two 2) final Mud Logger Tepurts ifMiid. Loggeris “vsed.

. Two, (2) copies of any fluid (hydiocarbon or water) dnalysis,
. Two (2) coplcs’of any core analys' .
. Two (2) Copxes of:any and:all Drill Stem Test Charts and: ‘afty Service: Company analyses;

ave

o

“p



-

EXNI05F O Tra_dc AC-55~73 (P)

Alsc, you agrée 13:furnjshs .
- . AL Area Code' 915

P. O *  Officer Phone: 684-4411
Mid‘l'ahd ‘Téxas 79701 - Home. Phone 6827440

the :f,O!lﬁﬂing

» shows, fost cxxculanon zones snd formauan ps
nll Stem Tesls conng. sxgmﬁcanz shows;; mnmng "Electric logs and’ p]uggmg, shall be
w \hv ion . or hls

TR.OL. Longstree:
i \s:of al) E.lectnc Jors.run:which will.include: .

Your chaice.

escntahvc 10 bc ‘con aﬁted pnor to these tests is< Mr, B M Bradley of odr-

Andrevs: Ofche. Offiée Phone: (915) 52323650
Home Phorie: ‘(915) 523-3750

accordancc with'all the terms: and provmons herem set forth and furhish Io us. sausfactory ewderce thcrcof and on}y m
such évent, we shall make. and_execute an assigniient to you of the:above ‘destribéd lease(s) insofar 4s.it (they) cover(<)
the oil- and gas.in and und theland .eamed by such: well, subject to-the depth hrmtatlons heiein set foith.

assignment o you: shall be mbjecl 10 thc rcser\anons covenants Condstmns and agrcemcnts herem set. for!h
rcservatxons covenams Condxtmns and

of;all oil, gas; casinghead.gas and: hquxd consmucms {ree.of all costs"gf ‘development and.operation:and
free of: all taxes except apphcable gross:pro ion and se\erance taxes. Said-overriding royalties; shall be
sub;ec\ to proportionate reduction’ but:shall be-exclusive of and'in additionto all presently existing’ fedse
burdens, overtides and paymentsiout. of productmn



BX-103-FO

TradesAC-55-73 .(RY

b: Qurovérriding. mya.lucs and:other rcsen°d and rétaingd interests shall apply-to-any:-rencwal of: cxtensuon;
‘of: eny lease.or lcase: herem comrruued wh_u:h you.may secure. wuhm one. (1) year | from the exwxrauon
thereof,

¢. ‘We.shill- hiave and reserve-the:right’ of ingress'and gréss:to thedand’committed to this: agreemcnt HJor:the’

) crqoyment of:any: Tights 1 rescrved o

rce howevez weshall not.
failure-with zespect to such

1 0T, aré:necessary to maintain, s:ud leasc(s)
lia b]e ‘to, you ln ddmages or. otherwlsc for any madvertent erTor or
payments .

suxface acre basns

We 'shall- be telievad of the obbgauon to mike such- dday réntal and/or shivtin  gds well payments dt-any
time ‘aftér | gl\nng you adequate adVince written nofige,  whereupon .you shalJ become.. responmble for.
mﬂkmg such ;payments.

estabhshed gas pr'
notice, to-us ofiyor
e If you ¢ earn an assxgnmem pursuan 'lo the terms hereof ‘you-shall covenant 10 use: your bestefforisto
force by producnon m payxn ‘quantmes or dnllmg or re\\orking

ortyk, "ye (45 days prlor wmten nouce
'opﬁon for thmy (30) da) to reqmre o

in: 3ddmon to thos° presently ex1stmg
“the optional. nJu tor:twenty:one (2I)xyears trom the, date hereof,to
purchasc alff 011 produced and” saved from thie;lafids- and ledse(s)’ comitiitted *hereto ‘at’ the. pmvmlmg
... matket price.. .
Ye: shall have and’ shall Teserve, Ior iz period of menty one (21) years trom the date hereo Pt

afters ‘receipt 6f such notice ta eléct to
conditions,of such.offer;-

.lf we shali faﬂ'to notlf'y you: wx‘ T

; 1S our saxd prefercntm] nﬂht and for & :
shau accept Sa.d offer and the resultm
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‘h. Yga: shall ‘assume all the burdens. and obhguuons of the lessee in. &he Iease(s) commn "hen:to and you

the lands'and depths committed;
4You shall- comply w1th 4l valid laws; rulcs and regulatxuns in your operaLmns upon the: lancls ang lease(s)

agamst thie assxgned prermses nid §ugh taves: shall bc pmmted for the “year in whxch the: assngnment"xs
el‘fecnve

k. Ifyou earn an- "agsignment : pursuam toithe terms hereof, the:assignment:. shall be: without: wzrranty of
title expr,

‘understood that'weide not:by redson hexeof agréeto, cOniffit oF assight to you any pmpemes nghts mstal!auons plants
or appurtenances of any; nature cxccpt 3% e\prcssly hexe.n set-fi orth

is ‘agregmient shall ihcleup(m ¢
n- 1he lcaschold mteresl above d

pammpants, fbr the purpose of attcmptmg comp!enon or {m dnllmg to any o:ealer depth Ifv we, elect to-50 take .Over.
the well,.it lS agreed: as tollows

._reassxgn tc othar pames h i g an; miete;l inthe. we]l 35! pamcxpants dnlhng, \.onmbutors thcreto .OT.
the Iike. For tHe purpises ‘ofithis paragraphy said drilling unit'shall be §/2 Section 7, -_S_,
R-27=< E Eddy County, New Meéxico.. .

]

¢. You:shall also assign :to ‘us ;all acreage held by You in your own nght whiclvis Jocated withifi said drilling
“unit Jfetdining an o‘vemdmg, roya!ty on production ¢f. 10%. of 848

to be-reduced proportxonatcly according to your.interest, and all leaséhold rights below a:deptli of 100
feet: below the total depth: dnllcd by you.or'us.

d.. We shall reimburse ‘you for:that part of the reasonable salvage value.of.material in atid‘on the hole which
is‘propcrtionate: to your interéstiin the:well (taKing into ‘Account any intérest -acquired. by u§ undcr
subsecnons b apd.c above) ind shall Becomié respobsible (or jointly respons»ble ‘with others-joining:in

t > ]uggmg and abandonment-of-the: well,

N «Any notxce to-us gwen pursuant toihe, p(omxons of this; paragraph sha]l be'addressed torus'at

P. 0. .Box 1600 Midland, Texas, 75701,

to the atteation-of "h‘ L. Hs Byrd

Thé féquitement for such written iétice miy not he waived unless we:give;you:notice of suchwaiver in

wntmg o

8. The:terms 4nd Conditions hereofshiall extend to and be binding upen the parties heréto, their réspective heirs,

SUCCESSOTS} lcgdl feprésentatives and dsdigns, provndcd however,; that.heither this agreement’ nor ary ng,hts hcreunder
‘hiall be. assigned by you'tod third.party. withiout our, written consent.
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R. W.

Vivioh, &6f your ‘frntent to Tun a. velocity 5u‘:vey cr noL to run s sdrvey, ‘at
least 48 hours prior to reachmg total depth, exclusive of Saturdays Siindays:,

10‘.
is; earned that -all: of said
«up of ‘the §/2 Séction 7; T

18:5, K 2'7 ’E Eddy County, New Mexlco.

+

It the foregomg paragraphs correctly sét forthl your understandmg <of, our agreement please eviderice your
/ ing w'ithiﬂ {en (10 days. fmm the date hercof two.(2) copies: ofthis agreement’ propelly éxecuted:
by you or on. your behalf by your'du f-authonzcd officer in the -space- provxded If we-fail to receive such- acccpted.
copies-within ten- (10) days, we: :may,, at'oufwoption, tefiniriate the'offés. or: grafit you ddditional:time in which to accept.

Very truly yours,

EXXON:CORPORATION -

N H,v.“/flaék' §aumat}_n

ACCEPTED this /5 day of
M« _ 1913
‘mmy)monugﬁnc ‘ corca@y‘




