
CAMPBELL 8 BLACK, P.A. 

J A C K M . C A M P B E L L G U A D A L U P E P L A C E 

B R U C E : D B L A C K S U I T E - I I O N O R T H G U A D A L U P E 
M I C H A E L B . C A M P B E L L 

P O S T O F F I C E B O X 3 3 0 8 
W i L L l / . M F. C A R R 

B R A D F O R D C . B E R G E SANTA FE. NEW MEXICO 87501 
S C O T T H A L L 

T E L E P H O N E : ( S O S ) 9 6 8 - 4 4 2 1 
P E T E R N . I V E S 

J O H N H . B E M ; S T E L E C O P I E R : ( 5 0 5 ) 9 8 3 - 6 0 4 3 

January 23, 1986 

R. L. Stamets, Directo r 
O i l Conservation D i v i s i o n 
New Mexico Department of 
Energy and Minerals 

Post O f f i c e Box 2088 
Santa Fe, New Mexico 87504-2088 

Re: CaEie 8818: Application of Yates Petroleum Corporation 
f o r a Pressure Maintenance Project, Eddy County, New 
Mexico. 

Dear Mr. Stamets: 

Enclosed please f i n d our Entry of Appearance on behalf of 
Yates Petroleum Corporation f o r f i l i n g i n the above-referenced 
case. 

WFC/cv 
enclosure 

cc: Mr,. David Lanning 
(w/enclosure) 



NEW 

BEFORE THE 

OIL CONSERVATION DIVISION 

MEXICO DEPARTMENT OF ENERGY AND MINERALS 

IN THE MATTER OF THE APPLICATION 
OF YATES PETROLEUM CORPORATION FOR 
A PRESSURE MAINTENANCE PROJECT, 
EDDY COUNTY, NEW MEXICO. Case 8818 

ENTRY OF APPEARANCE 

Comes now, CAMPBELL & BLACK, P.A., and hereby enters i t s 

appearance i n the above-referenced cause f o r Yates Petroleum 

Corporat ion. 

Respectfully submitted, 

CAMPBELL & BLACK, P.A. 

By 
William F .\ Carr 
Post O f f i c e Box 2208 
Santa Fe, New Mexico 87501 
(505) 988-4421 

ATTORNEYS FOR YATES PETROLEUM 
CORPORATION 



CAMPBELL. 8 BLACK, P.A. 
L A W Y E R S 

JACK M. C A M P B E L L G U A D A L U P E PLACE 

B R U C - I D . B L A C K - I I O N O R T H G U A D A L U P E 
M I C H A E L B . C A M P B E L L 

W I L L I A M F. C A R R 
P O S T O F F I C E B O X 2 2 0 8 

B R A D F O R D C . B E R G E SANTA FE, NEW MEXICO 8750! 

T E L E P H O N E : ( 5 0 5 ) 9 8 8 - 4 4 2 1 

J O H N H . B E M I S T E L E C O P I E R : ! 5 0 5 ) 9 8 3 - 6 0 4 3 

February 13, 1986 

Mr. David Catanach 
Hearing Examiner 
O i l Conservation D i v i s i o n 
New Mexico Department of 
Energy and Minerals 

Post O f f i c e Box 2088 
Santa Fe, New Mexico 87504-2088 

Re: Case 8818: Ap p l i c a t i o n of Yates Petroleum Corporation 
fo r a Pressure Maintenance Project, Eddy County, New 
Mex ico. 

Dear Mr, Catanach: 

Pursuant to your request, please f i n d enclosed three 
copies of revised pages 6-8 of OCD Form C-108 of f e r e d i n the 
above-referenced case. As you w i l l note, these new pages include 
the cement tops of each of the wells f o r which you requested t h i s 
information. 

I f you need f u r t h e r information from Yates Petroleum 
Corporation to proceed with your decision i n t h i s case, please 
advise. 

Very t r u l y yours, 

William F. Carr 

WFC/cv 
enclosures 

cc: Mr. David Lanning 
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S P Y A T E S 

PETROLEUM 
CDRPDRHTIQN 

2 3 7 S O U T H F O U R T H S T R E E T 

A R T E S I A . N E W M E X I C O 8 8 2 1 0 

TELEPHONE (505) 748-1331 

P R E S I D E N T 

M A R T I N Y A T E S . I l l 

V I C E P R E S I D E N T 

J O H N A . Y A T E S 

VICE PRESIDENT 

B W . H A R P E R 

SEC. TREAS 

February 25, 1986 

Dave Catanach 
NMOCD 
P. O. Box 2088 
Santa Fe, Naw Mexico 87501 

Dear Mr. Catanach: 

Re: NMOCD Case #8818 

I n NMOCD Case #8818, Yates Petroleum sought a u t h o r i t y t o s t a r t a pressure main­
tenance p r o j e c t i n the Avalon Delaware pool by i n j e c t i n g water i n t o the Stonewall 
"YE" st a t e #1 located i n Unit J of Section 30-20S-28E. The appropriate p r o j e c t 
area should be the S/2 of Section 30 plus the S/2 of the NW/4 of Section 30. The 
pr o j e c t area contains about 400 acres i n a l l . Yates operates the f o l l o w i n g 
Avalon Delaware w e l l s w i t h i n t h i s p r o j e c t area: 

S ;onewall "EP" State #5 E 30-20S-28E 
Sconewall "EP" State #8 F 30-20S-28E 
S;onewall "WM" State #1 0 30-20S-28E 
S-onewall "WM" State #3 N 30-20S-28E 
Stonewall "WM" State #4 M 30-20S-28E 
S;onewall "WM" State #5 K 30-20S-28E 
Stonewall "WM" State #6 L 30-20S-28E 
Stonewall "YE" State #1 J 30-20S-28E 

I hope t h i s i nformation allows you t o process Case #8818. 

Sincerely, 

DAVID F. BONEAU 
Engineering Manager 

DFB/cvg 



CAMPBELL. 8 BLACK, P.A. 
L A W Y E R S 

JACK M . CAMPBELL 
BRUCE D. B LAC K 

MICHAEL B CAMPBELL 
W 1 LLI AM F. CARR 

BRADFCRO C BERGE 
J . SCOT' HALL 
PETE:R N IVES 

JOHN H. BEMIS 

G U A D A L U P E P L A C - Z 

S U I T E I - I I O N O R T H G U A D A L U P E 

P O S T O F F I C E B O X 2 2 O 3 

SANTA FE, NEW MEXICO 87504-2208 

T E L E P H O N E : 1 5 0 5 1 9 8 8 - 4 4 2 1 

T E L E C O P I E R : ( 5 0 5 ) 9 8 3 - 6 0 4 3 

A p r i l 3, 1986 

HAND DELIVERED 

Mr. David Catanach 
Hearing Examiner 
O i l C onservation D i v i s i o n 
New Mexico Department of 
Energy and M i n e r a l s 

S t a t e Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87501 

Re: Case 8818: A p p l i c a t i o n of Yates Petroleum C o r p o r a t i o n 
f o r a Pressure Maintenance P r o j e c t , Eddy County, New 
Mexico. 

Dear Mr,, Catanach: 

I n response t o c e r t a i n q u e s t i o n s r a i s e d d u r i n g our March 28, 
1986 meeting c o n c e r n i n g t h e d e s i g n a t i o n of a p r o j e c t a r e a f o r 
Yates' p r o p o s e d p r e s s u r e m a i n t e n a n c e p r o j e c t i n t h e above-
r e f e r e n c e d case, I enclose a copy o f the Operating Agreement f o r 
the S t o n e w a l l U n i t . As you w i l l n o t e , t h i s i s a working i n t e r e s t 
u n i t o p e r a t e d by Yates P e t r o l e u m C o r p o r a t i o n (see page 3) 
c o v e r i n g t h e f o l l o w i n g d e s c r i b e d acreage i n Eddy County, New 
Mexico: 

Township 20 South, Range 28 East, N.M.P.M. 
Se c t i o n 19: S/2 
S e c t i o n 20: A l l 

S e c t i o n 29: SW/4, S/2 SE/4, NW/4 SE/4 
S e c t i o n 30: A l l 

( E x h i b i t A t o U n i t Agreement) 

Yates P e t r o l e u m C o r p o r a t i o n r e q u e s t s t h a t t h i s a r e a be 
d e s i g n a t e d t he p r o j e c t area f o r the pressure maintenance p r o j e c t 
i n the a b o v e - r e f e r e n c e d case, and t h a t t h e e n c l o s e d O p e r a t i n g 
Agreement be i n c o r p o r a t e d i n t o and made a p a r t of the r e c o r d i n 
Case 8818. 



Mr. David Catanach 
A p r i l 3, 1986 
Page Two 

I f you need a d d i t i o n a l information from Yates i n t h i s case, 
please advise. 

WFC/cv 
enclosure 

cc: (w/o enclosure) 
Mr. Randy Patterson 
Mr. David Lanning 
Yates Petroleum Corporation 
207 South Fourth Street 
A r t e s i a , New Mexico 88210 

William F. Carr 
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OPERATING AGREE MfcNT 

THIS AGRtEMENT, en.e.ed in»o th i s_ i£S^ . day of ^November , 19 7 5 , between 
YATES PETROLEUM CORPORATION, a New M e x i c o c o r p o r a t i o n , > 

hereafter designated as "Operator", and the signatory parties other than Operator. 

WITNESSETH, THAT: 

WHEREAS, the parties to this agre-uiiont are owners of oil and gas leases covering and, i f so indicated, 

unleased mineral interests in the hacts of land described in Exhibit "A", and all parties have reached an 

agreement to explore and develop these leases and interests for oil end gas to the extent and as hereinafter 

provided; — 

NOW, THEJ?EFOHE, i t is agreed as follows: 

- ' 1. DEMNTTIONS 

As used in this ag.ecinfnt, the following words and terms shall have the inta-iings here ascribed to 

them. 

(1) The words "party" and "parties" shal! always rnt-an a party, or parties, to this agreement. 

(2) The parties to this agreement shall always be referred to as " i t " or "they", whether the parties be cor­

porate bodies, partnerships, associations, or persons real. 

(3) The term "oil and gas" shall include oil, rv.s, casir.gh-.3d gas, gas condc;:?ate, and all other liquid or gase-

ous hydrocarbons, unless an intent to limit the inc-iisiven-.ss of this term is specifically stated. 

(4) The term "oil and gas interests" shall ir^an unleased fee and n;inera! interests in tracts of land lying 

within the Unit Area which are owned by pai ties to this agreement 

(5) The term "Unit Area" shall refer to and include all of tlie lands, oil ar.d gas leasehold interests and oil 

and gas interests intended to be developed and operated for oil and gas puipj..es under this agreement. 

Such lands, oil and gas leasehold interests and oil and gas interests are described in Exhibit "A" . 

(6) The term "drilling unit" shall mean the area fixed for tlie drilling of one well by order or rule of any 

state or federal body having authority. I f a drilli.-g unit is not fixed by any such rule or order, a drilling 

unit shall be the drilling unit as established by the pattern of drilling in the Unit Area or as fixed by ex-

press agre^-.ient of the parties. 

(7) All exhibits attached to this agreement are made a p^ri of the contract as fully as though copied in full 

in the contract. • 

(8) The words "equipinent" and "materials" as used 1 uie synonymous and shall ir>ean and include all 

oil field supplies and persona! property «.cuuired for use in the Unit Area. 

( 9 ) Yates P e t r o l e u m C o r p o r a t i o n , Mesa Pe t r o l e u m Company, Claremont 

C o r p o r a t i o n , Edward R. Hudson, J r . , W i l l i a m A. Hudson I I and Mary 

Hudson Ard a r e a l s o r e f e r r e d t o as "Paying P a r t i e s , " and t h e 

o t h e r p a r t i e s h e r e t o are a l s o r e f e r r e d t o as " C o n t r i b u t i n g P a r t i e s . 

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

A. T i t l e E x a m i n a t i o n : 

T h e . p a r t i e s hereby accept t i t l e t o t h e o i l and gas l e a s e s c o v e r i n g 

a l l o f S e c t i o n 20, Township 20 South, Range 28 E a s t , N.M.P.M., upon whi 

t h e ' t e s t w e l l p r o v i d e d f o r i n S e c t i o n 7 i s t o be d r i l l e d . 

No w e l l except t he I n i t i a l Test W e l l s h a l l be d r i l l e d u n t i l t h e 

d r i l l s i t e t i t l e and form o f l e a s e c o v e r i n g s a i d d r i l l s i t e has been 

accepted by the p a r t i e s p a r t i c i p a t i n g i n t h e d r i l l i n g o f t h e well-. I n 

c o n n e c t i o n w i t h such d r i l l s i t e a l l a b s t r a c t s , t i t l e o p i n i o n s and 

c u r a t i v e work p r e s e n t l y i n the p o s s e s s i o n o f any p a r t y s h a l l , on 

r e q u e s t , be f u r n i s h e d t o any o t h e r p a r t y , w i t h o u t c h a r g e , and such 

o t h e r p a r t y s h a l l have a rea s o n a b l e time t o examine same. 
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B. F a i l u r e of T i t l e : ,J 

Should any o i l and gas lease, or i n t e r e s t t h e r e i n , or o i l and gas 
i n t e r e s t s , be l o s t through f a i l u r e of t i t l e (provided, such loss s h a l l 
not be deemed a f a i l u r e of; t i t l e should the party whose lease or i n t e r ­
est i s a f f e c t e d by such f a i l u r e of t i t l e secure a new lease or t i t l e 
covering the same i n t e r e s t and subject same to t h i s agreement w i t h i n a 
period of 90 days, commencing on the date i t i s determined f i n a l l y t h a t 
t i t l e f a i l u r e has occurred) then t h i s agreement s h a l l , nevertheless, 
continue i n f o r c e as to aL l remaining leases and i n t e r e s t s , and 

t i - ' ~ - - - -

(1) The party "whose lease or interest is affected by the title failure.shall bear alone the entire loss and i t 

^.al l not be entitled to recover from Operator or the other parties any development or operating costs 

•which i t may have theretofore paid, but there shall be no monetary liability on its part to the other par­

ties hereto by reason of such title failure; and 

(2) There shall be no retroactive adjustment of expenses incurred or revenues received from the operation 

of the interest which has been lost, but the interests of the parties shall be revised on an acreage basis, 

as of the time it is determined finally that title failure has occurred, so that tlie inlerest of the party 

whose lease or interest is affected by ihe title failure w i l l thereafter be reduced in the Unit Area by the 

siaount of the interest lost; and 

(3) I f the proportionate interests of the other parties hereto in any producing well theretofore drilled on 

the Unit Area is increased by reason of the title failure, the party whose title has failed shall receive 

the proceeds attributable to the increase in such interests (less operating costs attributable thereto) 

until i t has been reimbursed for unrecovered costs paid by it in connection with such well; and 

(4) Should any person not a party to this agreement, who is determined to be the o\vner of any interest in 

the title which has failed, pay in any manner any part of the cost of operation, development, or equip­

ment, or equipment previously paid under this agreement, such amount shall be proportionately paid to 

the party or parties hereto who in tire first instance paid the costs which are so refunded; and 

(5) Any liability to account to a third party for prior production of oil and gas which arises by reason of title 

failure shall be borne by the parties in the same proportions in which they shared in such prior produc­

tion. 

C. Loss of Leases'for Causes Other Than Title Failure: 

I f any lease or interest subject to this agreement be lost through failure to develop or because express 

or implied covenants have not been performed, or i f any lease be permitted to expire at the end of its primary 

term and not be renewed or extended, or i f any lease or interest therein is lost due to the fact lhat the produc­

tion therefrom is shut in by reason of lack of market, the loss shall not be considered a failure of title and all 

such losses shall be joint losses and shall be borne by all parties in pioportion to their interests and there shall 

be no readjustment of int tresis in the Unit Area. 
'.. > -».-_• • 
Ul 

4. INTERESTS OF PARTIES 

Exhibit "A" lists all of the parties, and their respective percentage or fractional interests under this 

agreement. Unless changed by other provisions, all costs and liabilities incurred in operations under this con­

tract _>hall be borne and paid, arid all equipment and material acquired in operations on the Unit Area shall be 

owned, by ihe parties as their interests are given in Exhibit "A". Al l production of oil and gas from the Unit 

Area, subject to the payment of lessor's loyalties, shal! also be owned by the parlies in the same manner. 

t ? "Individual Loss" 



7f r - : j •A\ snd gas V -e covv-i ed by this agreement js ? )' „"•«t to cn over, idiiig ray pity, production pa'y-

•r.eat, nr other charge ever and above tbe usual one-eighth (>/9) royalty, the party contributing that lease shall 

siv.u-ne and alone bear all such excess, obligations and shall d' tount for them tc the owners thereof out of its 

share of the working Interest production of the Unit Area. 

5. OPERATOR OF UNIT 

. Y a t e s ? * t r o 1 e u t n C o r p o r a t i o n b e t l , e C i , e r a l o r o f 

the Unit Area, and shall conduct and direct and have fu l l control of al' opes aliens on the Unit Area as per­

mitted and tt-quued by, and within tbe limits of, this agreement. It shall conduct all such operations in a good 

and workmanlike manner, but it shall have no liability as Operator to the other parties £or losses sustained, 

or liabilities. Scarred, except .such as may result from gross negligence or tcoiri breach of the provisions of 

this ag.eement. 
6. EMPLOYEES 

The- no.;.' her of employees and their selection, and the hours of libor and the compensation for services 

yerfo' med, shall be determined by Operator. A l l employees shall be t'-e employees of Operator. 

7. 1EST WELL 

The provisions governing the d r i l l i n g of the I n i t i a l Test Well, 
the Substitute Test Well ?<nd the Optional Test Wells are set forth i n 
Section 30 hereof. As used in this agreement, the phrases "Test Well" 
and "Test Well provided for in Section 7," are deemed to Include the 
said " I n i t i a l Test Well," the " S u b s t i t u t e Test W e l l " and the "Optional 
Test Wells." The o b j e c t i v e depth f o r these w ^ l l s i s set f o r t h i n 
Section 30. 

4 

8. COSTS AND EXPENSES 

Except as herein otherwise specifically provided, Operator shall pjorr-ptly pay and discharge all costs 

and expenses incurred in the development and operation-of the Unit A»«.-a pursuant to this agreement and shall 

charge each of the parties hereto with their respective proportionate shares upon the cost and expense basis 

provided in the Accounting Procedure attached hereto and marked F-Mbit "C". I f any provision of Ex­

hibit "C" should be inconsistent with any provision contained in the body of this agreement, the provisions in 

the body of this agreement shall prevail. 

'Operator, at its election, shall hive the right from time to time to demand and *e.?eive from the other 

part is payment in advance of their respective shares of the estimated amount of the costs to be incurred in 

operations !i*-re under dicing the next succeeding month, which right may be exercised only by submission to 

esch such party of an itemized statement of such estimated costs, together with an invoice for its share there­

of. Fuch such statement and invoice for the payment in advance of estimated costs shall be submitted on or 

before the 20th day of the next preceding month. Each party shall pay to Opo-rator its proportionate share of 

such estimate within fifteen (15) days after such estimate and invoice is received. I f any party fails to pay its 

shire of said climate within said time, the traount due shall bear interest at the rate of«xyip<H«.en/ 

armum until paid. Proper adjustment shall be made monthly between advances and actual cost, to the end 

that c.ich pailv shall bear and pay its pi wportionate share of actual certs incurred, and no more. 

— 3 — 
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9. or:-:ff ATOM'S LIEN 

Oinsator h given a first ar.d preferred lien on the int, est of each party coveied by this contract, and 

IrJ J:*h party^' ̂ eres! n? oil a!wf g ^ oducld ^ . I - t U - and upon each party's interest in ma- * 

tcrial and equipment, to secure the payment of all sums due fxom each such party to Operator. 

In the event any party fails to pay any amount owing by it to Operator as its share of such costs and 

expense or such advance estimate within the time lirmted fur payment thereof, Operator, without prejudice to 
i n c l u d i n g r e a s o n a b l e a t t o r n e y f e e s i n t h e e v e n t o f s u i t t o . co l lecJC a n y d e l i n 
other existing remedies/ is authorized, al its election, to collect from Fhe purchaser or purchasers ot ouor gas, q u e n c 

the proceeds acer.'ing to the working jnlc-iest or interests ir, the Unit Area of the delinquent party up to the 

amount caving by such party, and each purchaser of oil or gas is author Led to rely upon Operator's statement 

as to the amount owing by such party. . 

In the event of the neglect or failure of any r.cn • opw Himg party to promptly pay its proportionate part 

of the cost and expense of development ?r.d operation when due, the other non-operating parlies and Operator, 

within thirty (30) days after the ren<?'t<on of statements therefor by Operator, shall proportionately contribute 

to the payment of such delinquent ind-tb^dness and the -operating parties so contributing shall be entitled 

to the same lien rights as are granted to Operator in this section. Upon the payment by such delinquent or 

defaulting party to Operator of any amount or amounts on *>;ch delinquent indebtedness, or upon any recovery 

on behalf of the non-operating parties under the !*en conf^/red above, the amount or amounts so paid or re-

cc .v-red shall be distributed and paid by Operator to the other non-operating parties and Ope»ator propor­

tionately in cecor'-'c-nce with the f:»ioi*botS.aiis theretofore -^ade by them. 

U . tCSM OF AGKv'H.MENT 

This ag-ecment shall remain in ful l force and effect for os long ES any of the oil and gas leases subjected 

to this agieeraent remain or are eontmurd in force ar to any p„rt of the Unit Area, whether by production, ex- * 

tension, renewal or otherwise; provided, however, that in the event the first well drilled hereunder results in 

a dry hole and no other we!! is prod -emg oil or gas in paying quantities from the Unit Area, then at the end 

of xfc'S^v*"^Relays after ahandanmenl of the first test well, this agrremenl shall terminate unless one or 
o r S e c t i o n 30 

jv-vre of the parties are then engaged in drilling a well or v.-pils pursuant to Section 1? hereof, or all parties 

have agreed to drill an additional well or wells under this ag<et.-..ient, in which event this agreement shall con­

tinue In force u i t i l 'such ve i l or we'ls shall have b- en drilled snd completed. I f production results there­

from this agreement shall continue in foxce thereafter as if said first test well had been productive in paying 

quantities, but i f production in paying quantities does not result therefrom this agreement shall terminate 

at the end of ^ j j 4 ^ p 5 i ^ c*Pys after abv^dc-ument of such ^el l or wells. I t is agreed, however, that the term­

ination of this agreement shall not relieve any party hereto f i om any liability which has accrued or attached 

prior to the date of such termination. 

11. LIMITATION ON EXPENDITURES 

Without the consent of all parties: (a) No well shall be drilled on the Unit Area except any well ex­

pressly provided for in this agr.:,v.ent and except any well drilled pursuant to the provisions of Section 12 

of this; agreement, it being understood lhat the corisent to the drilling of a well shall include consent to all 
e x c e p t as p r o v i d e d . i n S e c t i o n 33 h e r e o f 

necessary expenditures in the drilling, testing, completing,/and equipping of the well, including necessary 

tarhage; (b) Nc well shall be reworked, plugged b;tck oi deepened except a well rewoiked, plugged back or 

deepened pursuant to the provisions of Section 12 of this agreement, it being understood that the consent to 

the reworking, plugging back or deepening of a well shall include consent to all necessary expenditures in 

conducting such operations end completing and equipping of said well to produce, including necessary tank-

age; (c) Ope<ator shall not undertake any single project ><~ i-i-iably estimated to require an expenditure in 
exeess 0 f _ . T e n Thousand^ and I J o A O O - - - • Dollars ($ 1 0 , 0 0 0 . 0 0 , 

except in connection with a well the drilling, reworking, deepening, or plugging back of which has been pre­

viously authorised by or pursuant to tb's agistment; provided, however, that in case of explosion, fire, flood, 

or other sudden emergency, whether of the same or different nature, Operator may take such steps and incur 

such expenses as in its opinion are required to deal with the emergency and to safeguard life and property, 

but Operator shall, us promptly as possible, report the emergency to the other parties. Operator shall, upon 

request, furn'sh copies of its "Authority for Impend'! mes" for any single project costing in ex­

cess of $ 5 , OOCKOO^ 
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12. OFKHATIONS *>x ' :S VHAK A I L TASiTIES 

I f all the parties cannot mutually agree upun the >'• i-'irsg cf nny well on. t h i Unit Area other than the 

well ptovided for in Section 7, or upon the it-vcrl-ung, d.. per.ir-g or p'-sg^ing *u.ck of a dry hole drilled 

at the joint expense of all parties or a well jointly owned by all the parties and not then producing in paying 

quantities on the Unit Area, any party or parties wishing to drill , rework, deepen ur plug back such a well 

may give the other parties written notice of the p -cpo«d ••. ^ration, specifying the work to be" performed, 

the location, pjoposed depth, objective formation and t l , . . «-.:tm,sted cust cf the op. ration. The parties receiv­

ing such a notice shall have thirty (30) days (exc ept as to rewording, plugging back or drilling deeper, where 

a drilling rig is on location, the period *hall be limited to fur ty-eight (48) hours exclusive of Saturday* XK^un-

day) after receipt of the notice within which to notify the parties • U'-ing to do the '*ork whether they elect 

to participate in the cost of the proposed operation. Failure of a party receiving sur-h a notice to so reply to 

it within the period above fi>ed shall constitute an election by that p«rly not to i^rtk-ipale in the cost of fhe 

proposed operation. 

I f any party i«.ceiving such a notice elects not to partldpste in the picp- sed operation (such party or 

parties being hereafter referred to as "Non-Ccr renting Party"), then in order to be entitled to the benefits 

of this section, the party or parties giving the notice and sucb ot-er parties as shall elect to participate in the 

operation (all such parties being hereafter referred to as the "Consenting F.uiies") shall, within thirty (30) 

days after the expiration of the notice period of thirty (30) d-ys (c promptly as pc-sible after the expir­

ation of the 48-bour period where the drilling rig is on location, as the cn<* may be) actually commence work 

on the proposed operation and complete it with due diligence. 

The entire cost and risk of conducting such operations >.;.3l! be borne by the Co- senting Parties in the 

proportions that their respective interests as shewn in Exhibit "A" hear to the total interests of all Consenting 

Parties. Consenting Parties shall keep the lease-hold crater involved in such ope=i*?ons free ar.d clear of all 

liens and er.cumb «a;,.̂ es of every kind er-sttd by or arising f. o:n the ..-p. rations of the Consenting Parties. I f 

such an operation results in a dry hole, the Co renting F-srties shall plug grid abanJon the well at their sole 

cost, i»sk and expense. I f any well drilled, reworked, dt .pt.-ed or plugged bdck imdcr the provisions of this 

section results in a producer of oi! and'or gas hi yu s I.'«g qualities, the Consenting P c ties shall complete and 

equip the well to produce at their sole cost and risk, and the wel; shall then be tur >ed over to Operator and 

shall be operated by it at the expense and for the account of the Consenting Parties. Upon commencement of 

operations for the drilling, reworking, deepening or plugging l ack of any such well by Consenting Parties 

in accordance with the provisions of this section, each Non-Con.-entiag Party shall be deemed to have relin­

quished to Consenting Parties, and the Consenting Parties shall own and be entitl.-d to receive, in proportion 

to their respective interests, all of such Non-Conatnting Party's interest in the well, its leasehold operating 

rights, and share of production therefrom until the pror.-.-ds or market value thereof (after deducting pro-
e x i s t i n g on t h e e f f e c t i v e d a t e h e r e o f 

duction tuxes, royalty, overriding royalty and other lnt<uests/p^yahle out of or ruc^ru ed by the production 

fiom such well accruing with respect tc such ir *-. rest until it reverts) 'ball equal the total of the following: 

(A) 100% of each such Non-Consenting Party's share of the cost of any newly ..cqmred surface equipment 

beyond the wellhead connections (including, but not limited to, stock t«mks, separators, trealers, 

pumping equipment and piping), plus 100% of each such Non-Consenting Party's share of the cost of 

operation of the well commencing with first production snd continuing until each such Non-Consenting 

'Party's relinquished interest shall revert to it ur .Vr other provisions of th;.-. section, it heing agreed that 
* 

each Non-Consenting Party's shaie.of such costs ?.nd equipment will be that interest which would have 

been chargeable to each Non-Consenting Party had it participated in the vv-11 f-om the beginning of 

the operation; and 

(B) 200% of lhat portion of the costs and expanses of chiHing, r^worVmg, deepening or plugging back, 

testing and completing, after deducting any cash contributions received »mdcr Section 24, and 200% 

of that poilion of the cost of newly acquired equipment in the well (to iu.d I.-.cluding the wellhead 

connections), which would have been cbaigeable to such Non-Cor^e.ttlng P-;rty if i t had participated 

therein. j 
i 
i 

I 
i 
i 
! 



Ia the case of any reworking, plugging back oi deeper drilling operation, the Consenting Parties shall 

be permitted to use, free of cost, all casing, tubing and olher equipment in the well, but the ownership of all 

such equipment shall remain unchanged; and upon abandonment of a well after such reworking, plugging 

back or deeper drilling, the Consenting Parties shall account for all such equipment to the owners thereof, 

with each party receiving its proportionate part in kind or in value. 

Within sixty (60) days after, the completion of any operation under this section, the party conducting 

the operations for the Consenting. Parties shall furnish each Non-Consenting Party with an inventory of 

the equipment in and connected to the well, and an itemized statement of the cost of drilling, deepening, 

plugging back, testing, completing,-and equipping the well for production; or, at its option, the operating 

party, in lieu of an itemized statement of such costs of operation, may submit a detailed statement of monthly 

billings. Each month thereafter, during the time the Consenting Parties are being reimbursed as provided 

above, the Cementing Parties shall furnish the Non-Consenting Parlies with an itemized statement of all 

costs and liabilities incurred in the operation of the well, together with a statement of the quantity of oil 

and gas produced from it and the. amount of proceeds realized from the sale of the well's working interest 

production during the preceding month. Any amount realized from the sale or other disposition of equip­

ment newly acquired in connection with any such operation which would have been owned by a Non-Con-

senling Party had it participated therein shall be credited against the total unreturned costs of the work done 

and of the equipment purchased, in determining when the interest of such Non-Consenting Parly shall revert 

to it as above provided; if there is a credit balance it shall be paid to such Non-Consenting Party. 

I f and when the Consenting Parties recover from a Non-Cor:senting Parly's relinquished inlerest the 

amounts provided for tbove, the "relinquished interests of such Non-Consenting Party shall automatically 

revert to i t and from and after such reversion such Non-Consenting Party shall own the same interest in such 

well, the operating rights and working interest therein, the materia! and equipment in or pertaining thereto, 

and the production therefrom as such Non-Consenting Party would have owned had it participated in the 

drilling, reworking, deepening or plugging back of said well. Thereafter, such Non-Consenting Party shall be 

charged with and shall pay its proportionate part of the further costs of the operation of said well in accord­

ance with the terms of this agreement and the accounting procedure schedule, Exhibit "C", attached hereto. 

Notwithstanding the provisions of this Section 12, it is agreed that without the mutual consent of all 

parties, no wells shall be completed in or produced from a source of supply from which a well located else­

where on the Unit Area is producing, unless such well conforms to the then-existing well spacing pattern 

for such source of supply. '" 

The provisions of this section shall have no application whatsoever to the drilling of the initial test 

well on the Unit Area, but shall apply to the reworking, deepening, or plugging back of the initial test well 

after it has been drilled to the depth specified in Section 7, i f it is, or thereafter shall prove to be, a dry 

hole or non-commercial well, and to all other wells drilled, reworked, deepened, or plugged back, or pro­

posed to be drilled, reworked, deepened, or plugged back, upon the Unit Area subsequent to the drilling of 

the initial test well. K 

13. .RIGHT TO TAKE PRODUCTION IN KIND 

Each party shall take in kind or separately dispose of its proportionate share of all oil and gas pro-

duced from the Unit Area, exclusive of production which may be used in development and producing oper­

ations and in preparing and treating oil for marketing purposes and production unavoidably lost. Each party 

shall pay or deliver, or cause to be paid or delivered, all royalties, overriding royalties, or other payments 

due on ils share of such production, and shall hold the other parties free from any liability therefor. Any 

extra expenditure incurred in the taking in kind or separate disposition by any party of its proportionate 

share of the production shall be borne by such party. 

Each party shall execute all division orders and contracts of sale pertaining to its inlerest in produc­

tion from the Unit Area, and shall be entitled to receive payment direct from the purchaser or purchasers 

the-eof for its share of all production. 



Tn the event ~ -iy party snail fail to r...kc tlie arrangements ncce'sary to take in kind or separately 

di>po«e of i*s p.opor';--::"'te share of the ci! nnd gas pioduced from the Unit Area, Operator shall have the 

right, rulject to r~v ration at wil l Ly the p.-rty o—ning it, hut not the obligation, to purchase such oil and 

gas or sell it to others for the time being, at not less than the market price prevailing in the area, which 

shall in no event be less than the price which Operator receives for its portion of the oil and gas produced 

from the Unit Area. Any such purchase or sale by Operator shall be subject always to the right of the 

owner of the production to exercise at any time its right to take in kind, or separately dispose of, its share of 

all oil aud gas rot pie.iously delivered to a purchaser. Notwithstanding the foregoing, Operator shall not 

make a sale into interstate commerce of any other party's share of gas production without first giving such 

other party sixty (60) days notice of such intended sale. Any c o n t r a c t made b y O p e r a t o r s p e c i f ! 
c a l l y f o r t h e s a l e o f n o n - t a k i n g p a r t y ' s s h a r e o f U n i t p r o d u c t i o n s h a l l n o t 
be f o r a t e r m l o n g e r t h a n i s c o s a s n s u r a t e w i t h t h e m i n i m u m n e e d s Qf t h e 
i n d u s t r y u n d e r t h e c i r c u m ^ | a r i ^ ^ ^ a r i r j ^ j ^ l j ^ ^ j g no e v e n t be f o r a t e r m e x c e e d 
i n g one y e a r . 

Each parly shall have access to the Unit Area at all reasonable times, at its sole risk, to inspect or 

observe operations, and shall have access at reasonable times to information pertaining to the development 

or operation thereof, including Ope'ator's bnoks and records relating thereto. Operator shall, upon request, 

furnish each of the other parties with copies of all drilling reports, wel! logs, lank tables, daily gauge and 

run tickets and reports of sb'-ok on hand at the first of each* month, and shall make available samples of any 

cores or cuttings taken from any well drilled on the Unit Area. 

15 r-X/LUNC. CONTRACTS 

Al l wells dri"»d on the Unit Area sh?!! be drilled on a competitive contract basis at the usual rates 

pievailing in the area. Operator, i f it so dr--.es, nay employ its owi?to&fsTVm9^equipment in ihe drilling 

of wells, but its charges therefor shall not exceed the prevailing rales in the field, and the rate of such 

charges shall be ag. ed upon by the parties in writing before drilling operations are commenced, and such 

work shall be pe- 'cr-ned by Operator u»«der tire same terms and conditions as shall be customary and usual 

in the field in contracts of independent cent; actors who are doing work of a similar nature. 

16. ABANDONMENT OF WELLS 

No well, ether than any well which has been drilled or leworked pursuant to Section 12 hereof for 

which the Con^-nting Parties have not been ful ly reimbursed as therein provided, which has been com­

pleted as a producer shall be plugged and abandoned without the consent of all parties; provided, however, 

w i t h i n , . 15, d a v s a f t e r r e c e i p t o f n o t i c e , o f a b a n d o n m e n t , . 

i f /al l parties do no? agree to the abanrionfuent of any well, those wishing to continue its operation shall tender 

to each of the other parties its proportionate share of the value of the well's salvable material and equip­

ment, determined in accoi dance wi'b the provisions of Exhibit "C", less the estimated cost of salvaging and 

the estimated cost of plugging and abandoning. Each abandoning party shall then assign to the non-

abandoi ing parties, without warranty, express or Implied, as to title or as to quantity, quality, or fitness for use 

of the equipment and material, all cf its interest in the well and its equipment, together with its interest in 

tbe leasehold estate as to, but only as to, the interval or intervals of the formation or formations then open 

to production. Tlie assignments so limited shall encompass the "drilling unit" upon which the well is located. 

The payments by, and the assignments to, the assignees shall be in a ratio based upon the relationship of 

their respective pt. cont ages of participation in the Unit Area to the aggregate of the percentages of partici­

pation in the Uri t Area of all assignees. There shal! be no readjostmc-nt of interest in the remaining portion 

of the Unit Area. 

After the assignment, the assignors shall hove no further iesponsibib*y, liability, or interest in the 

operation of or piocT-e'ion from the well in the interval or intervals then open. Upon request of the'assignees, 

Operator shall fcur.tinne lo operate the assigned well for the account of the non-abandoning parties at the 

rates and charges .-.;»'-•'emplated by this agreement, plus any additional cost and charges which may arise as 

tlie result of the sop -rsir- ownership of tlie assigned well. 



g j f , - r D L. H ^ H r i N C O . 

17. J i T A Y kwurTALS ANO SSi t i - IN \V» ' I - IV.Yr.lENTS 

Delay rentals -:.<>d shut-In well pay-r-cn's which may ho re^uhed •(• der f'.c terns of any lo^r.e shall be 

poid by the paity .••bc> h:<s subjected ? :uch l.ase to 'hi? ag<eeme.nt, at Us o vn expense. P;oof of each payment 

shall be given to Operator at least ten (10) days prior to the rental or shut-in well payment date. Operator 

shall furnish similar proof to all other paities concerning payments it rn^kes in connection with its leases. Any 

party may request, and shall be entitled to receive, pi oper evidence of all a j c h payments. I f , through mistake 

or oversight, any i.h'ay i^ntal or shut-in well payment is not paid or is erroneously paid, and as a result a lease 

or interest therein tcim'uates, there ;*:all be no monetary liability Against the party who failed to make such 

payment. Unless the party who failed to pay a rental or shut in well payment secures a new lease covering the 

stmc interest within rinely (SO) days f cm the discovery of the failure to make proper payment, the interests 

of the parties shall be revt.-cd on an acreage basis effective as of the date of tes ruination of the lease involved, 

and the paity' who failed tn make proper payment vill no longer bt- ovd'tcd with an interest in the Unit Area 

or. account of the c ,. ue -hip of the lease which has terminated. Tn the event the parly who failed lo pay the 

rental or the shut-in - ? l l payment shall not have been fully reimbursed, at the lime of the loss, from the pro­

ceeds of tbe sale of oil and gar attributable to tbe lost in ten t , calculated an acreage basis, for the develop­

ment and op-rating costs theretofore paid on account of u eh interest, it shall be reimbursed for unrecovered 

actual costs there'-.fore paid by i t (but not for its shar e of the t.'st of any chy hole pr et .'-ausly drilled or wells 

previously rbandtmed) f r e n so much of fhe fo^V* ing as is r.c-csssa.-y to • ffect te" nhuisement: 

(1) proceeds of oil aud gas, loss operating exp-nses, t- - .ctofore accrued to the credit of the lost interest, on 

an acreage bas's, up to the amount of unrecovered costs; 

(2) pjoccfds, Toss operating expenses there" tier irx-owed att.-'buiahle to the lost inlerest on an acreage 

basis, of tbat portion of oil and gas thereafter produced and marketed (excluding production from any 

wells the.rafter drilled) which'would, in the al-nee of such lease h-anir^fion, be attributable to the 

lost Ir-te.-est on an ac;e««g« basis, up to the ?me..rr.t of um.ecovered costs, the proceeds cf said portion of 

the oil and gc.3 to be contributed by the other parties in prup.jrt:<-n to th- 'r r.-peciive interests; and 

(3) any moneys, op Ic the amount of unrecovcicd costs, tbat may be p ud by any party who is, or becomes, 

the t-v.ner of '.he interest lost, for the privilege of participating in the Unit Area or becu ,'mg a party to 

this contract. 

18. SALE BY OPERATOR 

Should a sale be made by Operator of its lights nnd interests, the- other partes shall have the right 

within sixty (CO) days a f i d the date of such .sale, by majority vote in mU-iest, to select a new Operator. I f 

a new Operator is not so selected, the transferee of the present Operator r-hall a ŝome the duties of and act as 

Operator. In e'tht-r case, the retiring Operator shall continue- lo serve as Operator, and discharge ils duties 

In that capacity under this agreement, until its sucr-ssor Operator is selected e.nd begins to function, but the 

present Operator shall not be obligated to continue the p< rformance of its duties for more than 120 days after 

thr- sale of i's rights id interests has been completed. 

— 8 — 
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19. MAlNTCr.'A.NCE OV UNIT OWNERSHIP 

For the puipose of maintaining urnfu. m'ly of owr.eish.ip in tho oH and gas leasehold interests covered by 

this C- "tract, and notwithstanding any other provIsions to the contrary, no party shall sell, encumber, transfer 

or make other disposition of its interest in the leases e:n'.raced within the Unit Area and in wells, equipment 

and production unless such disposition covers either:. 

(1) the entire interest of the party in a1! 'eases and equipment ?nd production; or 

(2) an equal undivided inlerest in all leases and equipment and production in the Unit Area. 

Every such sale, encumbrance, transfer or ether disposition n _>de by any parly shall be made expressly 

subject to this agreement, and shall be made without prejudice lo the rights of the other parties. 

I f at any time the interest of"any party is divided among and owned by four o: more co-owners, Opera­

tor may, at its- discretion, require such co-owners to appoint a single trustee or agent with ful l authority to re­

ceive notices, app. ove e»penditures, receive billings for and approve ar.d pay such party's share of the joint 

expenses, and to deal generally with, and with power to bind, the co-owners of such party's interests within 

the scope of the ox>erations embraced i n this conti act; however, all such co-owners shall enter into and execute 

all conti«*cts or agreements for the disposition of their respective shares of the oil and gas produced from the 

Unit Area and they shall have the right to "receive, separately, payment of the sale proceeds thereof. 

f 20. KT SIGN ATI O N OF OPERATOR 

Ope- ator may resign from-its duties and obligations as Operator at any time upon written notice of not 

less than ninety (90) days given to all other parties. In this esse, all pa; ties lo this contract shall select by 

majority vote in interest, not in numbers, a new Operator who shall assume the responsibilities and duties, and 

bave the rights, prescribed for Operator by this agreement. The retiring Operator shall deliver to its successor 

all records and info<rnation necessary to the discharge by ths „ew Operator of its duties and obligations. 

^ 21. LIATlfl.Tj V OF PARTIES 

The liability of the parties shall be several, not joint or collective. Each party 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. Accordingly, the lien granted by r-ar-h party to Operator in Section 9 is given to se­

cure only the debts of each severally. I t is not the intention of the parties to create, nor shall this agreement 

be construed as creating, a mining or other partnership or -.soci&tion, or to render them liable as partners. 

JOINT LOSS 
22. ItENEWAL OK t * TEN SIONOF/LEASES 

t h e l o s s o f w h i c h w o u l d be a j o i n t l o s s u n d e r S e c t i o n 2 h e r e o f , 
I f any party secures a renewal of any oil and gas Tease subject to this contract/each and all of the other 

i f e x e r c i s e d w i t h i n 30 d a y s a f t e r r e c e i p t o f s u c h n o t i c e , 
parties shall be notified promptly, and shall have the righy to participate in the ownership of the renewal lease 

by paying to the party who acquired it their several p»oper proportionate shares of the acquisition cost, which 

sh?ll be in proportion to the interests held at that time by the parties in the Unit Area. 

I f some, but less than all, of the parties . lect to participate in the purchase of a renewal lease, it shall 

be owned by the parlies who elect to participate therein, in a ratio based upon the relationship of their respec­

tive percentage of participation in the unit area to the aggregate of the percentages of participation in the unit 

area of all parties participating in the purchase of such renewal lease. Any renewal lease in which less than 

all the parties elect to participate shall not be subject to this agreement. 
• " without warranty 
F-rch party who participates in the pu?chase of a renewal leas* shall be given an assignment/of its pro- -

portionate inte'est therein by the acquiring party. 

The provisions of this section shall apply to renewal leases .vhether they are for the entire interest 
new o r 

covered by tlie expiring lease or cover only a portion of ils area or an interest therein. Any/renewal lease 

taken before the expiration of its predecessor lease, or taken or contracted for within six (6) months after 

the expiration of the existing lease shall be subject to this provision; but any lease taken or contracted for 
new or 

more than six (6) months after the expiration of an existing lease shall not be deemed a/renewal lease and 

shall nnt be subject to the provisions of this section. 

The provisions in this section shall apply also and in like manner to extensions of oil and gas leases. 



5:3. STJKKPNDKR OF LEASES 

The leases, covered by this agreement, in so fur as they embrace «cn.-age in the Unit Area, shall not be 

suTicndered in whole or in part unless all parties consent. 

However, should any party desire to surrender its interest in any lease or In any portion thereof, and 

other parties not agree or consent, the party desiring to surrender shall a-sign, without express or implied 

warranty of title, all of its interest in such lease, or portion thereof, end any well, material end equipment 

which may be located thereon and any rights in production thereafter seemed, to the parties not desiring to 

surrender it . Upon such assignment, the assigning party shall be relieved fiom all obligations thereafter ac­

cruing, but not theretofore accrued, with respect to the acreage assigned and the operation of any well there­

on, and the assigning party shall have no further interest in tire lease assigned and its equipment and production. 

The parties r.ssignee shall pay to the party assignor the reasonable salvage value of the latter's interest" in any 

wells and equipment on the assigned aereage, determined in accordance with the provisions of Exhibit "C", 

less the estimated cost of salvaging and the estimated cost of plugging and abandoning. I f the assignment is in 

favor of more than one party, the assigned interest shall be shared by the parties assignee in the proportions 

that the interest of each bears to the interest of all parties assignee. 

Any assignment or surrender made under this provision shall not reduce or change the assignors' or sur­

rendering parties' Interest, as it was immediately before the assignment, in the balance of the Unit Area; and 

the acreage assigned or surrendered, and subsequent operations the'eon, shall not thereafter be subject to the 

terms and provisions pf this agreement. 

24. ACREAGE OB CASH CONTKIISSJTIONS 

I f any party receives while this agreement is in force a contribution of cash toward the drilling of a 

well or any other operation on the Unit Area, such contribution shall be paid to the party who conducted the 

drilling or other operation and shall be applied by it aga'nst the cost of .such drilling or other operation. If 
l e n d e r 

the contribution be in the form of acreage, the party to whom the contribution is made shall promptl^cxdCKtB 
an assignment of the acreage, without warranty of title, to all parties to this agreement in proportion to their 

i f s u c h t e n d e r i s a c c e p t e d by a l l p a r t i e s 
interests in the Unit Area at that time, and/such acreage shall become a part of the Unit Area and be governed 

by all the provisions of this contract. Each party shall promptly notify all other parties of all acreage or 

money contributions it may obtain in support of any well or any other operation on the Unit Area .Notb ing h e r e i 
s h a l l a p p l y t o an a c r e a g e c o n t r i b u t i o n f o r I n i t i a l T e s t W e l l . 

25. PROVISION CONCtuNING TAXATION 

Each of the parties hereto elects, under the authority of Section 761(a) of the Internal Revenue Code of 

1954, to be excluded from the application of all of the provisions of Subchapter K of Chapter 1 of Subtitle A of 

the Internal Revenue Code of 1954. I f the income tax laws of the state or states in which the property covered 

hereby is located contain, or may hereafter contain, provisions similar to those contained in the Subchapter of 

the Internal Revenue Code of 1954 above referred to under which a similar election ls permitted, each of the 

parties agrees that such election shall be exercised. Each party authorizes and directs the Operator to execute 

such an election or elections on its behalf and to file the election with the proper governmental office or 

agency. I f requested by the Operator so to do, each party agrees to execute and join in such an election. 
» 

Operator shall render for ad valorem taxation all property subject to this agreement which by law 

should be returned for such taxes, and it shall pay all such taxes &s<-;..-sed thereon before they become delin­

quent. Operator shall bi l l all other parlies for their proportionate share of all tax payments in the manner 

provided in Exhibit "C". 

If any tax assessment is considered unreasonable by Operator, it may at its discretion protest such valua­

tion wiihin the time and manner prescribed by law, and piosecute the protest to a final determination, unless 

all parties agree to abandon the protest prior to final deter urination. When any such pr otested valuation shall 

have been finally detennined, Operator shall pay the e^eisment for tire joint a' count, together with interest and 

penalty accrued, and the total cost shall then be assessed against the parties, and be paid by them, as provided 

in Exhibit "C". 

— 10 — 



5:5. INSURANCE 

At all time: v. bile operation* are conducted hereunder, Operator shall comply with the V/orkmen's 

Com])-, nsatlon Law of Die Slate where the operations are being conducted. Operator shall also carry or pro­

vide insuiance for the benefit of the joint account of the parties as may be outlined in Exhibit "D" attached 

to and made a part hereof. Operator shall require all contractors engaged in work on yr for the Unit Area 

to comply with t h ; Workmen's Compensation Law of the State where the opcratkms are being conducted and 

to maintain such other insurance as Operator may require. 

Tn the event Automobile Public Liability Insurance is specified in said Exhibit "D", or subsequently re­

ceives the approval of the parties, no direct charge shall be made by Operator for premiums paid for such i n ­

surance for operator's ful ly owned automotive equipment 

27. CLAIMS AND LAWSUITS 

I f any party to this contract is sued on an alleged cause of action arising out of operations on the Unit 

Area, or on an alleged cause of action involving title to" any loose or oil and gas interest subjected to this con­

tract, i t shall give prompt written notice of the suit to the Operator and all other parties. 

The defense of lawsuits shall be under the general direction of a committee of lawyers representing the 

parties, with Operator's attorney as Chairman. Suits may be settled during litigation only with the joint con­

sent of all parties No charge shall be made for services performed by the staff attorneys for any of the 

parties, but otherwise all expenses incurred in the defer -e of suits, together with the amount paid to discharge 

any final judgment, shall be considered ccsts of operation «a:d shall be charged to and paid by all parties in 

proportion to their then interests in the Unit Area. Attorneys, other than staff attorneys for the parties, shall 

be employed in lawsuits involving Unit Area operations only with the consent of all pai ties; i f ouls'de counsel 

is employed, their fees and expenses shall be considered Unit Area expense and shaJl be paid by Operator and 

charged lo all of the parties in proportion to their then in I t rests in the Unit Area. The provisions of this 

paragraph shall not be applied in any instance where the loss v-b«?h may result from the suit is treated as an 

individual loss rather than a joint loss under prior provisions of this agreement, and all such suits shall be 

handled by and be the sole responsibility of the parly or parties concerned,' 

Damage claim's caused by and arising out of operations on the Unit Area, conducted for the joint ac­

count of all parties, shall be bandied by Operator and its atfc.-.eseys, the settler-rent of claims of this kind shall 

be within the discretion of Operator so long as the amount paid in settlement of any one claim does not exceed 

one thousand ($1000.00) dollars and, i f settled, the sums paid in settlement shall be charged as expense ' 

and be paid by all parties in proportion to their then interests in the Unit Area. 

28. FORCE MAJEURE 

If any party is rendered unable, wholly or in part, by force majeure to cany out its obligations under 

this agreement, other than lire obligation to make money payments, that party shall give to all other parties 

prompt written notice of the *i<ice majeure with reasonably fu l l particulars concerning i t ; thereupon, the 

obligations of the party giving the notice, so far as they are affected by the force majeure, shall be suspended 

during, but no longer than, the continuance of the force majeure. The affected party shall use all possible 

diligence to remove the force majeure as quickly as possible. 

The requirement that any force majeure shall be remedied with all reasonable dispatch shall not require 

the settlement of strikes, lockouts, or other labor difficulty by the party involved, contrary to its wishes; how 

all such difficulties shall be handled shall be entirely wiihin tbe discretion of the- party concerned. 

The term "force majeure" as here employed shall me. r. an act of God, -trike, lookout, or other industrial 

disturbance, act of the public enemy, war, blockade, public riot, lightning, fire, storm, flood, explosion, gov­

ernmental restraint, unavailability of equipment, and any other cause, whether of the kind specifically enum­

erated above or otherwise, which is not reasonably wiihin Ihe control of the party claiming suspension. 
t 

29. NOTICES 

Al l notices authorized or required between the parties, and required by any of the provisions of this 

agreement, shall, unless olhei wi*e specifically p. ovided, be given in writing by United States mail or Western 

Union Telegram, postage or charges prepaid, and addressed to the party tc whom the notice is given at the 



addresses l i s t e d cm ! I x i . l b i t "A". The o r i g i n a t i n g n o t i c e t o be g i v e n under 
any p r o v i s i o n h e r e o f u h a l l be deemed g i v e n o n l y when r e c e i v e d by t h e 
p a r t y t o vho.n such n o t i c e i s d i r e c t e d and the ti;r,e. f o r such p a r t y t o 
gi v e any n o t i c e i n response t h e r e t o s h a l l r u n f r o in the date t h e o r i g i n ­
a t i n g n o t i c e i s r e c e i v e d . The second or any r e s p o n s i v e n o t i c e s h a l l be 
deemed g i v e n when d e p o s i t e d 5n the U n i t e d S t a t e s m a i l o r w i t h the Western 
Union Telegraph Company, w i t h rr-^'age or charges p r e p a i d . Each p a r t y 
s h ^ l l have the r i g h t t o change i t s address a t any t i m e , and fr o m t i m e t o 
t i m e , by g i v i n g w r i t t e n n o t i c e t h e r e o f t o a l l o t h e r p a r t i e s . 

30. TEST WELLS 

30.1 On or b e f o r e December 15, 1973, Operator s h a l l e i t h e r t a k e 
over t h e d r i l l i n g o f a w e l l commenced w i t h c a b l e t o o l s on June 13, 1973, 
i n t he SE/4 SW/4 of S e c t i o n 20, Township 20 South, Range 28 Ea s t , N.M.P.M. 
or commence t h e a c t u a l d r i l l i n g o f an o t h e r w e l l a t a l a w f u l l o c a t i o n o f 
i t s s e l e c t i o n i n s a i d 40-acre s u b d i v i s i o n , and t h e r e a f t e r p r o s e c u t e t h e 
d r i l l i n g o f s a i d w e l l ( " I n i t i a l Test W e l l " ) w i t h due d i l i g e n c e and i n a 
good and workmanlike aanner, t o a dept h s u f f i c i e n t t o a d e q u a t e l y t e s t 

the Morrow s e r i e s o f the P e n n s y l v a n i a n system ( t h e " O b j e c t i v e D e p t h " ) , 
e s t i m a t e d t o he 11,600 f e e t below t h e s u r f a c e . I n t h e d r i l l i n g o f 
the I n i t i a l Test V e i l and a l l o t h e r w e l l s d r i l l e d under t h i s agreement, 
Operator s h a l l make r e a s o n a b l e t e s t s o f a l l f o r m a t i o n s encountered d u r i n g 
d r i l l i n g which g i v e i n d i c a t i o n o f c o n t a i n i n g o i l or gas i n q u a n t i t i e s 
s u f f i c i e n t t o t e s t . 

30.2 I f , i n the d r i l l i n g o f the I n i t i a l Test W e l l Operator l o s e s 
the h o l e or encounters mechanical d i f f i c u l t i e s r e n d e r i n g i t i m p r a c t i c a b l e 
i n t he o p i n i o n o f Operator t o d r i l l t h e w e l l t o the O b j e c t i v e Depth, 
then Operator s h a l l have t h e o p t i o n o f commencing a " S u b s t i t u t e Test 
W e l l " a t a l a w f u l l o c a t i o n o f i t s s e l e c t i o n on th e U n i t Area, p r o v i d e d , 
however, i f the I n i t i a l Test W e l l has not been completed as a producer 
of o i l or gas i n p a y i n g q u a n t i t i e s p r i o r t o r e a c h i n g O b j e c t i v e Depth, 
the S u b s t i t u t e Test W e l l s h a l l be l o c a t e d i n t h e W/2 of s a i d S e c t i o n 20. 
The S u b s t i t u t e Test W e l l s h a l l a c t u a l l y be ccr ...creed w i t h i n 30 days a f t e r 
th e c ompletion- of the l o s t h o l e and d r i l l e d t o t h e O b j e c t i v e Depth i n t h e 
same manner as p r o v i d e d f o r t h e I n i t i a l Test W e l l . 

30.3 V i t h i n 90 days a f t e r t he c o m p l e t i o n o f th e I n i t i a l and, i f 
d r i l l e d , S u b s t i t u t e T est W e l l , as a d r y h o l e , Operator s h a l l have t h e 
o p t i o n o f cc'mmencing an " O p t i o n a l Test W e l l " a t a l a w f u l l o c a t i o n o f 
i t s s e l e c t i o n i n the U n i t Area. The O p t i o n a l Test W e l l s h a l l be d r i l l e d 
t o t h e O b j e c t i v e Depth i n the same manner as p r o v i d e d f o r t h e I n i t i a l 
Test W e l l . 

30.4 On or b e f o r e November 30, 1973, Operator s h a l l commence t h e 
a c t u a l d r i l l i n g o f th e "Shallow Test W e l l " a t a l a w f u l l o c a t i o n of i t s 
s e l e c t i o n on the NW/4 SW/4 of S e c t i o n 29, Township 20 Scuth, Range 28 
Eas t , N.M.P.M., and t h e r e a f t e r p r o s e c u t e the d r i l l i n g o f s a i d w e l l i n 
a good and workmanlike manner so t h a t d i l i g e n t d r i l l i n g o p e r a t i o n s a r e 
b e i n g conducted over the e x p i r a t i o n o f t h e o i l and gas l e a s e on November 
30, 1973, and so t h a t such w e l l w i l l be d r i l l e d t o a de p t h s u f f i c i e n t t o 
ade q u a t e l y t e s t t he Yates s a n d . r 

30.5 The Paying P a r t i e s , i n the p r o p o r t i o n s set f o r t h i n E x h i b i t 
"A" h e r e t o , s h a l l bear t h e e n t i r e c o s t , r i s k snd expense o f d r i l l i n g 
and c o m p l e t i n g or p l u g g i n g and abandoning t h e I n i t i a l Test W e l l and 
the S u b s t i t u t e Test W e l l p r o v i d e d f o r i n 30.1 snd 30.2 h e r e o f . Operator 
s h a l l bear the e n t i r e c o s t , r i s k and expense o f d r i l l i n g and c o m p l e t i n g 
or p l u g g i n g and abanctoning the Shallow Test Well p r o v i d e d f o r i n 30.4 
h e r e o f . The Paying P a r t i e s , o t h e r than O p e r a t o r , f o r a p e r i o d o f 15 
days a f t e r r e c e i p t o f the A.F.E. from O p e r a t o r , s h a l l s e v e r a l l y 
have t h e o p t i o n s o f not p a r t i c i p a t i n g i n the c o s t o f d r i l l i n g t h e 



c c 
addresses 1 * stf ed on " z h i b i t "A". The o r i g i n n t log n o t i c e t o bey g i v e n un 
any pro v i r. i on Mre i: eof sha 11 be di-ened given o n l y vben r e c e i v e d / by t h e 
p a r t y t o whom esnch n o t i c e i s d 3 > cr. t c-d and the t i <n.e f o r such / a r t y - t o 
g i v e .my n o t i c e - i n r rspon se t h e r e t o shal 1 run f r e. :a the da tor the o r i g i n ­

a t i n g n o t i c e i s Vet e i ved . The second or nny r.-rponsive n art i c e s h a l l be 
deemed given when de p o s i t ed i n the U n i t e d Stat <«.s . a i l or / w i t h the Western 
Union Telegraph Cus^pany, w i t h postage or charges prep* -idr. Each p a r t y 
s h a l l have the r i g h r . t o change i t s address at any t i j a e / and from t i m e t o 
t i m e , by g i v i n g w r i t t e n n o t i c e t h e r e o f to a l l o t h e r p / r t i e s . 

V 
\ 

30. TEST WJiLLS 

30.1 On or b e f o r e ^Tovember 15 , 1973, Operator s h a l l e i t h e r t a k e 
over tbe d r i l l i n g of a w e l l ccnuenced v/ith c a b l / t o o l s on J u l y 13, 1973, 
i n the SE/4 SW/4 of S e c t i o n 20, Township 20 <soy4h, Range 28 East, N.M.P.M. 
or commence the a c t u a l d r i l l i n g o f another we/1 a t a l a w f u l l o c a t i o n o f 
i t s s e l e c t i o n i n s a i d 40-acj^e s u b d i v i s i o n , arid t h e r e a f t e r p r o s e c u t e the 
d r i l l i n g of s a i d w e l l ( " I n i t i a l Test W e l l " ) / w i t h due d i l i g e n c e and i n a 
good and workmanlike manner, \ o a depth s u f f i c i e n t t o adeq u a t e l y t e s t 
the Morrow s e r i e s of the P e n n s y l v a n i a n system ( t h e " O b j e c t i v e D e p t h " ) , 
e s t i m a t e d to be 11 ,600 f e e t bei'rjw tbe s u r f a c e . I n tbe d r i l l i n g o f 
the I n i t i a l Test Well and a l l o t ^ e r w e l l s d r i l l e d under t h i s agreement, 
Operator sb?11 make reasonable t e s t s y i a l l f o r m a t i o n s encountered d u r i n g 
d r i l l i n g which g i v e i n d i c a t i o n of '-containing o i l or gas i n q u a n t i t i e s 
s u f f i c i e n t t o t e s t . 

X 30.2 T f , i n the d r i l l i n g of- the I n i t i a l Test Well Operator l o s e s 
the h o l e or encounters w e c h s n i c a l d i f f i c u l t i e s r e n d e r i n g i t i m p r a c t i c a b l e 
i n the o p i n i o n o f Operator t o d r i l l t h \ w e l l t o the O b j e c t i v e Depth, 
then Operator s h a l l have the o p t i o n of n.znenc Lug a " S u b s t i t u t e Test 
W e l l " at a l a w f u l l o c a t i o n of, i t s s e l e c t i o n on the U n i t Area, p r o v i d e d , 
however, i f the I n i t i a l Tes^' W e l l has not been completed as a producer 
of o i l or gas i n paying q u a n t i t i e s p r i o r t o r e a c h i n g O b j e c t i v e Depth, 
the S u b s t i t u t e Test Well ^ s i i a l l be l o c a t e d i n the w/2 of s a i d S e c t i o n 20. 
The S u b s t i t u t e Test W e l l . ' s h a l l a c t u a l l y be ̂  c i ; . en c ed w i t h i n 30 days a f t e r 
the c o m p l e t i o n of the I b s t h o l e and d r i l l e d \o the O b j e c t i v e Depth i n the 
same manner as provide/a f o r the I n i t i a l Test V e i l . 

30.3 W i t h i n 90 days a f t e r the c o m p l e t i o n fof the I n i t i a l and, i f 
d r i l l e d , Substitute,' Test W e l l , as a dry b o l e , Operator s h a l l have the 
o p t i o n of commencing an " O p t i o n a l Test W e l l " a t a l a w f u l l o c a t i o n o f 
i t s s e l e c t i o n inyx.he U n i t Area. The O p t i o n a l Test,, Well s h a l l be d r i l l e d 
t o t h e O b j e c t i v e Depth i n the same manner as p r o v i d e d f o r the I n i t i a l 
Test W e l l . / 

\ 30.4 On or b e f o r e November 30, 1973, Operator s r v a l l c o g e n c e the 
a c t u a l d r i l l i n g of the "Shallow Test W e l l " at a l a w f u j V l . o c a t i o n of i t s 
s e l e c t i o n o\r the SW/4 SW/4 of S e c t i o n 29, Township 20 Sfsuth, Range 28 
East, N.M.P.M., and t h e r e a f t e r p r o secute the d r i l l i n g o f \ s a i d w e l l i n 
a good and workmanlike manner so t h a t d i l i g e n t d r i l l i n g o p e r a t i o n s are 
b e i n g conducted over the e x p i r a t i o n of the o i l and gas le a \ e on November 
30, 1^73, and so t h a t such w e l l w i l l be d r i l l e d t o a depth s u f f i c i e n t 
t o a d e quately t e s t the Yates sand. ' \ 

30.5 The Paying P a r t i e s , i n the p r o p o r t i o n s set f o r t h i iv E x h i b i t 
"A" h e r e t o , s h a l l bear the e n t i r e c o s t , r i s k and expense of d r V L l i n g 
and c o m p l e t i n g or p l u g g i n g and abandoning the I n i t i a l Test W e l l , the 
S u b s t i t u t e Test Well and the Shallow Test Well p r o v i d e d f o r i n 30.1, 
30.2 and 30.4 h e r e o f . The Paying P a r t i e s o t h e r than O p e r a t o r , f o r a 
p e r i o d of 15 days a f t e r r e c e i p t of tbe A.F.E. from Ope r a t o r , s h a l l s e v e r a l 
l y have the o p t i o n s of not p a r t i c i p a t i n g i n the cost of d r i l l i n g the 
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O p t i o n a l Test Well p r o v i d e d f o r i n 30.3 h e r e o f , but Fay i n g F o r t i e s e l e c t ­
i n g not t o p a r t i c i p a t e i n such w e l l s h a l l be deemed t o have farmed o u t 
to Operator t h e i r I n t e r e s t i n the U n i t Area upon the sa^e b a s i s as 
C o n t r i b u t i n g P a r t i e s . 

" 3 1 . RIGHTS EAKNED BY OPERATOR 

31.1 I n c o n s i d e r a t i o n o f t l i e pay-sent o f the expenses s e t f o r t h 
i n 30.5 h e r e o f , Operator s h a l l earn ( a) the e n t i r e p r e s e n t i n t e r e s t 
of C o n t r i b u t i n g P a r t i e s i n the l a c g e s t p r o r a t i o n u n i t a s s i g n e d by t h e 
New Mexico O i l C o n s e r v a t i o n Coram i s s i o n ( t h e " P r o r a t i o n U n i t " ) t o t h e 
I n i t i a l , S u b s t i t u t e or O p t i o n a l Test W e l l , whichever w e l l i s f i r s t 
completed as a p r o d u c i n g o i l or gas w e l l , and (b) an u n d i v i d e d 1/2 o f 
the p r e s e n t i n t e r e s t o f C o n t r i b u t i n g P a r t i e s i n the U n i t Area o u t s i d e 
o f t h e P r o r a t i o n U n i t . C o n t r i b u t i n g P a r t i e s , i n p r o p o r t i o n t o t h e i r 
r e s p e c t i v e i n t e r e s t s i n t h e U n i t Area, except and i e serve f r o m t h e 
P r o r a t i o n U n i t en o v e r r i d i n g r o y a l t y , s u b j e c t t o p r o p o r t i o n a t e r e d u c t i o n , 
e qual t o 3/16ths o f 8/8ths o f a l l p r o d u c t i o n . 

31.2 "Payout" i s d e f i n e d t o be the date uo which t h e n e t income, 
e x c l u s i v e o f p r o d u c t i o n , c o n s e r v a t i o n , severance and s a l e s t a x e s a t t r i b ­
u t a b l e t o Op e r a t o r ' s i n t e r e s t i n t h e F r o r a t i o n U n i t s h a l l e q u a l Operator's 
•share o f a l l e x p e n d i t u r e s f o r d r i l l i n g , c o m p l e t i n g , e q u i p p i n g and r e ­
w o r k i n g t he w e l l on t h e P r o r a t i o n U n i t p l u s O p e r a t o r ' s share o f a l l 
c o s t s o f o p e r a t i n g t h e w e l l t o produce such amount. I n d e t e r m i n i n g 
Payout, the o v e r r i d i n g r o y a l t y r e s e r v e d by C o n t r i b u t i n g P a r t i e s s h a l l 
be deducted b e f o r e d e t e r m i n i n g t h e n e t income a t t r i b u t a b l e t o O p e r a t o r . 
D u r i n g Payout Operator s h a l l f u r n i s h C o n t r i b u t i n g P a r t i e s w i t h c u r r e n t 
monthly s t a t e m e n t s s u r t m a r i z i n g income and expenses p r o p e r l y c h a r g e a b l e 
t o Payout. W i t h i n 30 days a f t e r Payout has o c c u r r e d , . O p e r a t o r s h a l l 
g i v e C o n t r i b u t i n g P a r t i e s w r i t t e n n o t i c e o f such f a c t and C o n t r i b u t i n g 
P a r t i e s s h a l l have 30 days a f t e r r e c e i p t o f the n o t i c e o f Payout w i t h i n 

.-. which t o s e v e r a l l y e l e c t t o c o n v e r t t h e i r r e s p e c t i v e o v e r r i d i n g r o y a l t i e s 
i n t o a w o r k i n g i n t e r e s t equal t o 1/2 of C o n t r i b u t i n g P a r t i e s ' p r e s e n t 
i n t e r e s t I n t h e P r o r a t i o n U n i t . The f a i l u r e o f a C o n t r i b u t i n g P a r t y 
to make such w r i t t e n e l e c t i o n w i t h i n s a i d 30-day p e r i o d s h a l l be deemed 
an e l e c t i o n by t h a t C o n t r i b u t i n g P a r t y t o c o n t i n u e i t s o v e r r i d i n g r o y a l t y 
i n t o f o r c e . The e l e c t i o n t o c o n v e r t the o v e r r i d i n g r o y a l t y s h a l l be 
e f f e c t i v e a t 7:00 A.M. on the day next succeeding Payout. 

31.3 O p e r a t o r , o u t of the i n t e r e s t earned by i t under t h i s S e c t i o n 
3 1 , s h a l l pay t o Mark D. Wil s o n and Robert E. B o l i n g , i n eq u a l s h a r e s , 
an o v e r r i d i n g r o y a l t y , n o t s u b j e c t t o p r o p o r t i o n a t e r e d u c t i o n , equal t o 
4% of 8/8ths (a) e f f e c t i v e a t 7:00 A.M. on t h e day ne x t succeeding Payout 
on the P r o r a t i o n U n i t , and (b) e f f e c t i v e on the U n i t Area o u t s i d e o f the 
P r o r a t i o n U n i t on the d a t e Operator s h a l l earn i t s i n t e r e s t t h e r e i n p u r ­
suant t o 31.1 h e r e o f . 

31.4 I n the event p r o d u c t i o n o f o i l or gas i s n o t e s t a b l i s h e d 
i n the I n i t i a l , S u b s t i t u t e or O p t i o n a l Test W e l l , t h e n Operator s h a l l 
not earn any o f C o n t r i b u t i n g P a r t i e s ' i n t e r e s t i n t h e U n i t Area and 
t h i s agreement s h a l l i p s o f a c t o t e r m i n a t e . W i t h i n 15 days a f t e r Operator 
s h a l l have earned an i n t e r e s t i n the U n i t Area p u r s u a n t t o S e c t i o n 31.1 
h e r e o f , and upon r e q u e s t o f Op e r a t o r , C o n t r i b u t i n g P a r t i e s s h a l l execute 
and d e l i v e r the as&igniaent or assignments o f o p e r a t i n g r i g h t s c o n f i r m i n g " 
the o i l and gas o p e r a t i n g r i g h t s earned by O p e r a t o r . Except as h e r e i n 
t h i s 31.4 p r o v i d e d , t h i s agreement s h a l l n o t be c o n s t r u e d as e f f e c t i n g 
any cross-assignment or exchange of o i l and gas l e a s e h o l d i n t e r e s t s 
or o f o i l and gas i n t e r e s t s i n the p a r t i e s h e r e o f . 

32. GAS STORAGE AGREEMENT 

I n the event any o f the p a r t i e s h e r e t o i s n o t a b l e t o market i t s 
share o f gas pursuant t o S e c t i o n 13 h e r e o f , or has c o n t r a c t e d t o s e l l 
i t s share of gas produced from t he U n i t Area t o a purchaser which i s 
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in.aLle - i t any l ime w h i l e t h i s operaf t r i g agr.? en. ent t s i n e f f e c t t o ta k e 
the share o f gas a t t r i b u t a b l e t o the I n t e r e s t o f uuch p a r t i e s , t h e gas 
st o r a g e agre.e>nent a t t a c h e d h e r e t o , ;i;"rked " x h i b i t "B" f o r iden t i f i ca t i o n , 
s h a l l a u t o m a t i c a l l y become i n f o r c e aud e f f e c t between a l l p a r t i e s h e r e t o . 

33. CASING POiNT ELECTION 

I n s p i t e o f any p r o v i s i o n t o the c o n t r a r y a p p e a r i n g i n S e c t i o n s 11 
snd 12 h e r e o f , consent t o tbe d r i l l i n g o f a w e l l s h a l l r o t be deemed as 
c o r s e n t t o the s e t t i n g o f c a s i n g and a c o m p l e t i o n a t t e m p t . A f t e r any 
w e l l d r i l l e d p u r s u a n t t o t h i s agreement has reached i t s a u t h o r i z e d 
d e p t h , Operator s h a l l g i v e i K t d i a t e n o t i c e t o Non-Operators. The 
p a r t i e s r e c e i v i n g such n o t i c e s h a l l have 48 hours ( e x c l u s i v e of Saturday 
or Sunday) i n which t o e l e c t whether or not they d e s i r e t o s e t c a s i n g 
and t o p a r t i c i p a t e i n a c o m p l e t i o n a t t e m p t . F a i l u r e o f a p a r t y r e ­
c e i v i n g . s u c h n o t i c e so t o l e p l y w i t h i n the p e r i o d above f i x e d s h a l l 
c o n s t i t u t e an e l e c t i o n by t h a t p a r t y not t o p a r t i c i p a t e I n t h e c o s t o f 
a c o m p l e t i o n a t t e m p t . I f a l l o f the p a r t i e s e l e c t t o p l u g and abandon 
the w e l l , Operator s h a l l p l u g and abandon the same a t the expense o f 
a l l o f the p a r t i e s . I f one or viore, but l e s s than a l l , o f the p a r t i e s 
e l e c t t o s e t pi p e and t o a t t e m p t a c o m p l e t i o n , t he p r o v i s i o n s o f S e c t i o n 
12 s h a l l a p p l y t o t h e o p e r a t i o n s t h e r e a f t e r conducted by l e s s t h a n a l l 
p a r t i e s . The p r o v i s i o n s o f t h i s S e c t i o n 33 s h a l l n o t be a p p l i c a b l e t o 
a w e l l d r i l ' e d by Paying P a r t i e s pursuant t o S e c t i o n 31 h e r e o f . 

34. HEREAFTER CREATED BURDENS 

N o t w i t h s t a n d i n g a n y t h i n g h e r e i n t o the c o n t r a r y , i f any p a r t y h e r e t o 
s h a l l , subsequent t o the e x e c u t i o n o f t h i s agreement, c r e a t e an o v e r ­
r i d i n g r o y a l t y , p r o d u c t i o n p a r e n t or any o t h e r I n t e r e s t o u t o f i t s 
w o r k i n g i n t e r e s t ( h e r e i n a f t e r c a l l e d "Subsequently Created I n t e r e s t " ) , 
such Subsequently Created I n t e r e s t s h a l l be s p e c i f i c a l l y made s u b j e c t 
t o a l l o f the terms and p r o v i s i o n s o f t h i s agreement. I f t h e owner 
from which such Subsequently Created I n t e r e s t i s c r e a t e d ( a ) f a i l s t o 
pay when due i t s share o f c o s t s and expenses ch a r g e a b l e hereunder and 
i t s share o f p r o d u c t i o n a c c r u i n g hereunder i s i n s u f f i c i e n t t o cover 
such c c s t s and expenses, or (b) e l e c t s t o abandon a w e l l under S e c t i o n 
16 h e r e o f , e l e c t s t o s u r r e n d e r a le a s e under S e c t i o n 23 h e r e o f , e l e c t s 
n o t t o p a r t i c i p a t e i n any o p e r a t i o n p u r s u a n t t o S e c t i o n 12 h e r e o f , or 
o t h e r w i s e w i t h d r a w s from t h i s agreement, t h e p a r t y or p a r t i e s e n t i t l e d 
t o r e c e i v e t h e w o r k i n g i n t e r e s t p r o d u c t i o n s h a l l r e c e i v e such p r o ­
d u c t i o n f r e e and c l e a r o f any Subsequently Created I n t e r e s t and t h e 
Subsequently Created I n t e r e s t s h a l l be char g e a b l e w i t h a p r o r a t a p o r ­
t i o n o f a l l c o s t s and expenses hereunder i n the same manner as i f such 
Subsequently Created I n t e r e s t were a w o r k i n g i n t e r e s t , and Operator 
s h a l l have t h e r i g h t t o e n f o r c e a g a i n s t s a i d Subsequently Created I n t e r ­
est a l i e n and a l l o t h e r r i g h t s g r a n t e d i n S e c t i o n 9 h e r e o f f o r the 
purpose o f c o l l e c t i n g c o s t s and expenses ch a r g e a b l e t o t h e Subsequently 
Created I n t e r e s t . 

35. DESIGNATION OF SUCCESSOR OPERATOR 

Operator may r e s i g n from i t s d u t i e s and o b l i g a t i o n s as Operator a t 
any -time upon w r i t t e n n o t i c e o f not l e s s t h a n 90 days g i v e n t o a l l 
o t h e r p a r t i e s . Operator s h a l l be s u b j e c t t o removal by an a f f i r m a t i v e 
v o t e f o r such removal o f the m a j o r i t y a c c o r d i n g t o i n t e r e s t o f the 
owners o f t h e w o r k i n g i n t e r e s t i n t h e U n i t Area; p r o v i d e d t h a t , should 
one p a r t y t o t h i s agreement th e n own more than a m a j o r i t y o f the work­
i n g i n t e r e s t v i t h i n the U n i t Area, a c o n c u r r i n g v o t e o f one a d d i t i o n a l 
p a r t y s h a l l be necessary t o remove O p e r a t o r . Such removal s h a l l be 
e f f e c t i v e upon g i v i n g 90 days' w r i t t e n n o t i c e t h e r e o f t o Op e r a t o r , 
executed by such m a j o r i t y of p a r t i e s h e r e t o so v o t i n g f o r removal, and 



upon the acceptance i n w r i t i n g of the successor Operator of the d u t i e s 
and r e s p o n s i b i l i t i e s as Operator.' 

I n the event of e i t h e r s a l e o f i t s i n t e r e s t , r e s i g n a t i o n or removal 
of O p e r a t o r , a l l p a r t i e s t o t h i s c o n t r a c t s h a l l s e l e c t , by m a j o r i t y 
v o t e i n i n t e r e s t , a new Operator who e=hall assume the r e s p o n s i b i l i t i e s 
and d u t i e s and have the r i g h t s p r e s c r i b e d f o r Operator by t h i s agreement; 
p r o v i d e d t h a t , should one p a r t y t o t h i s agreement then own more than a 
m a j o r i t y of the w o r k i n g i n t e r e s t w i t h i n the U n i t Area, a c o n c u r r i n g 
v o t e of one a d d i t i o n a l p a r t y s h a l l be necessary f o r s e l e c t i o n of a 
new O p e r a t o r . The r e t i r i n g Operator s h a l l d e l i v e r t o i t s successor 
a l l r e c o r d s and i n f o r m a t i o n necessary t o the d i s c h a r g e by the new 
Operator o f i t s d u t i e s and o b l i g a t i o n s . 

The . r e s i g n a t i o n or removal o f Operator under t h i s agreement s h a l l 
n o t t e r m i n a t e i t s r i g h t s , t i t l e or i n t e r e s t as the owner of a w o r k i n g 
I n t e r e s t under t h i s agreement, b u t upon the r e s i g n a t i o n or removal of 
Operator become e f f e c t i v e and t h e d e s i g n a t i o n of a successor O p e r a t o r , 
such' Operator s h a l l d e l i v e r p o s s e s s i o n of a l l equipment, m a t e r i a l and 
appurtenances used i n c o n d u c t i n g t h e U n i t O p e r a t i o n s and owned by t h e 
w o r k i n g i n t e r e s t owners t o t h e newly d e s i g n a t e d successor Operator 
or t o t h e owners t h e r e o f i f no such new Operator i s s e l e c t e d , t o be 
used f o r t h e purpose of c o n d u c t i n g U n i t o p e r a t i o n s hereunder. N o t h i n g 
h e r e i n s h a l l "be c o n s t r u e d as a u t h o r i z i n g removal o f any m a t e r i a l , 
equipment or appurtenances needed f o r the p r e s e r v a t i o n of any w e l l s . 

36. PARTITION 

A l l o f the p a r t i e s bereby w a i v e , d u r i n g the e f f e c t i v e term of t h i s 
agreement, t h e b e n e f i t o f any and a l l laws of t h e S t a t e of New Mexico 

* r e l a t i n g t o p a r t i t i o n of r e a l and p e r s o n a l p r o p e r t y s u b j e c t t o t h i s 
agreement, and do hereby covenant d u r i n g the e x i s t e n c e of t h i s a g r e e ­
ment n o t t o r e s o r t t o any a c t i o n t o p a r t i t i o n the r e a l or p e r s o n a l 
p r o p e r t y s u b j e c t h e r e t o . 

37. BINDING EFFECT 

The terms and p r o v i s i o n s of t h i s agreement s h a l l be c o n s t r u e d as 
covenants r u n n i n g w i t h the l a n d , and as such s h a l l be b i n d i n g upon and 
i n u r e t o t h e b e n e f i t of the p a r t i e s h e r e t o , t h e i r h e i r s , successors 
and a s s i g n s . 

THIS AGREEMENT may be executed i n c o u n t e r p a r t , as of the day and 
year^ .fir* S t ' h e r e i n a b o v e w r i t t e n . 
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SUN OIL COMPANY (DELAWARE) 

By: 
Agent and A t t o r n e y - i n - F a c t 

ATTEST: MESA PETROLEUM COMPANY 

A s s i s t a n t S e c r e t a r y 
By: 

V i c e P r e s i d e n t 

MOBIL OIL CORPORATION 

By: 
A t t o r n e y - i n - F a c t 

Edward R. Hudson, J r . , i n d i v i d u a l l y 
and as A t t o r n e y - i n - F a c t f o r W i l l i a m 
A. Hudson I I and B e t t y C. Hudson, 
h i s w i f e , and Mary Hudson Ard and 
J u l i a n A r d , her husband 

Ann F.' Hudson, w5fe o f Edward R, 
Hud son , J r . 

PENNZOIL COMPANY 

By: 
Agent and A t t o r n e y - i n - F a c t 

ATTEST: NORTH AMERICA ROYALTIES, INC. 

S e c r e t a r y 
By: 

E x e c u t i v e V i c e P r e s i d e n t 

ATTEST: HONDO OIL & GAS COMPANY 

A s s i s t a n t S e c r e t a r y 
By: 

V i c e P r e s i d e n t 

MARTIN, WILLIAMS & JUDSON, a 
p a r t n e r s h i p 

By 
n o r W i ] l i a m H j / M a r t i n 

By: , 

Edward H. Judson 
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SUN OIL COMPANY (DELAWARE) 

ATTEST: 

By: 
Agent and A t t o r n e y - i n - F a c t 

MESA KETPOLEUM COMPANY 

A s s i s t a n t S e c r e t a r y 
By: 

Vi c e P r e s i d e n t 

MOBIL OTL CORPORATION 

By: 
At t o r n e y - i n - F a c t 

Edward R. Undson, J r . , i n d i v i d u a l l y 
and as A t t o r n e y - i n - F a c t f o r W i l l i a m 
A. Hudson I I and B e t t y C. Hudson, 
h i s w i f e , and Mary Hudson Ard and 
J u l i a n A r d , her husband 

ATTEST: 

Ann F. Hudson, w i f e o f Edward R. 
Hud son, J r . 

PENNZOIL COMPANY 

By: 
Agent and A t t t t o r n c y - i n - F a c t 

T 
NORTH AMERICA ROYALTIES, INC. 

S e c r e t a r y 

ATTEST: 

By: 
E x e c u t i v e V i c e P r e s i d e n t 

HONDO OIL & GAS COMPANY 

A s s i s t a n t S e c r e t a r y 

By: 
Vi c e P r e s i d e n t 

MARTIN, WILLIAMS & JUDSON, a 
p a r t n e r s h i p 

By: 
Par t n e r 

-1 fi-



SUN OIL COMPANY (DELAWARE) 

By: 
Agent and A t t o r n e y - i n - F a c t 

ATTEST: MESA PETROLEUM COMPANY 

A s s i s t a n t S e c r e t a r y 
By: 

V i c e P r e s i d e n t 

MOBIL OIL CORPORATION 

By: 
A t t o r n e y - i n - F a c t 

Edvjard R. Hudson, J r . , i n d i v i d u a l l y 
and as A t t o r n e y - i n - F a c t f o r W i l l i a m 
A. Hudson I I and B e t t y C. Hudson, 
h i s w i f e , and Mary Hudson Ard and 
J u l i a n A r d , her husband 

Ann F. Hudson, w i f e o f Edward R, 
Hud son, J r . 

PENNZOIL COMPANY 

^>I^ST,:^\<-
: : u IS «; i ' — 

ATTEST: 

Seere t a r y 

By: 
Agent and Attorney-in-Fact 

NORTH AMERICA ROYALTIES, INC. 

Ex»».t?îdA5flC Vice Pres/£<fent of l / / / ^ 
f Explosion 

HONDO OIL & GAS COMPANY 

Assis t a n t Secretary 
By: 

Vice President 

MARTIN, WILLIAMS & JUDSON, a 
partne r s h i p 

By: 
Partner 



h 

SUN OIL COMPANY (DELAWARE) 

ATTEST: 

By: 

Agent and A t t o r n e y - i n - F a c t 

MESA PETROLEUM COMPANY 

A s s i s t a n t S e c r e t a r y 
By: 

Vice P r e s i d e n t 

MOBIL OIL CORPORATION 

By: 
A t t o r n e y - i n - F a c t 

Edward R. Hudson, J r . , i n d i v i d u a l l y 
and as A t t o r n e y - i n - F a c t f o r W i l l i a m 
A. Hudson I I and B e t t y C. Hudson, 
h i s w i f e , and Mary Hudson Ard and 
J u l i a n A r d , her husband 

Ann F. Hudson, w i f e of Edward R. 
Hudson, J r . 

PENNZOIL COMPANY 

ATTEST: 

By: 
Agent and A t t o r n e y - i n - F a c t 

NORTH AMERICA ROYALTIES, INC. 

S e c r e t a r y 

ATTEST: 

By: 

E x e c u t i v e V i c e P r e s i d e n t 

HONDO OIL & GAS COMPANY 

A s s i s t a n t S e c r e t a r y 
By: 

Vice P r e s i d e n t 

MARTIN, WILLTAMS & JUDSON, a 
par tner ship 

By: 
P a r t n e r 



SUN OTL COMPANY (DELAWARE) 

A l-TEST; 

By: _ 
Agent and A t t o r n e y - i n - F a c t 

MESA PETROLEUM COMPANY 

A s s i s t a n t S e c r e t a r y 

By; 
Vice P r e s i d e n t 

MOBIL OIL CORPORATION 

A t t o r n e y 

Edward R. Hudson, J r . , i n d i v i d u a l l y 
and as A t t o r n e y - i n - F a c t f o r W i l l i a m 
A. Hudson I I and B e t t y C. Hudson, 
h i s w i f e , and Mary Hudson Ard and 
J u l i a n A rd, her husband 

Ann F. Hudson, w i f e o f Edward R, 
Hudson, J r . 

PENNZOIL COMPANY 

By; 
Agent and A t t o r n e y - i n - F a c t 

ATTEST: NORTH AMERICA ROYALTIES, INC'. 

S e c r e t a r y 
By; 

E x e c u t i v e V i c e P r e s i d e n t 

ATTEST; i -JNDO OIL & GAS COMPANY 

A s s i s t a n t S e c r e t a r y 

By; 
Vice P r e s i d e n t 

MARTIN, WILLIAMS & JUDSON, a 
pa r t er s h i p 

By: 
P a r t n e r 



r 

SUN OIL COMPANY (DELAWARE) 

, A:* y^y-/>-\ 

A H.S t ^ ^ " C^cvi e t a r y 

• t . | t i | H ' 

By: 
Agent and A t t o r n e y - i n - F a c t 

MESA PETROLEUM CO, 

By : 

Vice P r e s i d e n t 

MOBIL OIL CORPORATION 

By: 
A t t o r n e y - i n - F a c t 

Edward R. Hudson, J r . , i n d i v i d u a l l y 
and as A t t o r n e y - i n - F a c t f o r W i l l i a m 
A. Hudson I I and B e t t y C. Hudson, 
h i s w i f e , and Mary Hudson Ard and 
J u l i a n A r d , her husband 

Ann F. Hudson, w i f e o f Edward R, 
Hudson, J r . 

PENNZOIL COMPANY 

ATTEST: 

By: 
Agent and A t t o r n e y - i n - F a c t 

NORTH AMERICA ROYALTIES, INC. 

S e c r e t a r y 
By: 

E x e c u t i v e V i c e P r e s i d e n t 

ATTEST: HONDO OIL & GAS COMPANY 

A s s i s t a n t S e c r e t a r y 
By: 

Vice P r e s i d e n t 
» 

MARTIN, WILLIAMS & JUDSON, a 
p a r t n e r s h i p 

By: 

P a r t n e r 
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SUN OTL COMPANY (DELAWARE) 

By: 
Agent apd A t t o r n e y - i n - F a c t 

ATTEST: MT ' A ^^.TI-OLCnM COMPANY 

A s s i s t a n t S e c r e t a r y 
By: 

V i c e P r e s i d e n t 

MOBIL OIL CORPORATION 

By: 
At t o r n e y - i n - F a c t 

Edward R. Hudson, J r . , i n d i v i d u a l l y 
and as A t t o r n e y - i n - F a c t f o r W i l l i a m 
A. Hudson I I and B e t t y C. Hudson, 
h i s w i f e , and Mary Hudson Ard and 
J u l i a n A r d , her husband 

Ann F. Hudson, w i f e o f Edward R. 
Hudson, J r . 

PENNZOIL COMPANY 

By: 
Agent and A t t o r n e y - i n - F a c t 

ATTEST: NORTH AMERICA ROYALTIES, INC. 

S e c r e t a r y 

By: 
E x e c u t i v e V i c e P r e s i d e n t 

ATTEST: 

A.*.<?*"A's's-it S e c r e t a r y 

4 * • 

HONDO OIL & GAS COMPANY 

By 
Vice P r e s i d e n t 

MARTIN, WILLIAMS & JUDSON, a 
p a r t n e r s h i p 

By: 
Par t n e r 

Signature page to be attached to Operating Agreement dated November 1, 1973, 
Stonewall Unit, Eddy County, New Mexico. 

-1 f; 
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ATTEST: 

SUN OIL COMPANY (DELAWARE) 

By: 
Aj^^nt and A t t o r n e y - i n - F a c t -

MESA PtTROLEUM COMPANY 

A s s i s t a n t S e c r e t a r y 
By: 

Vice P r e s i d e n t 

MOBIL OTL CORPORATION 

By: 
A t t o r n e y - i n - F a c t 

Edward R. Hudson, J r . , I n d i v i d u a l l y 
and as A t t o r n e y - i n - F a c t f o r W i l l i a m 
A. Hudson I I and B e t t y C. Hudson, 
h i s w i f e , and Mary Hudson Ard and 
J u l i a n A r d , her husband 

Ann F. Hudson, w i f e o f Edward R, 
Hud son, J r . 

PENNZOIL COMPANY 

By: 
Agent and A t t o r n e y - i n - F a c t 

•ATTEST: NORTH AMERICA ROYALTIES, INC. 

Se c r e t a r y 

By: 
E x e c u t i v e V i c e P r e s i d e n t 

ATTEST: HONDO OIL & GAS COMPANY 

A s s i s t a n t S e c r e t a r y 

By: 
Vice P r e s i d e n t 

MARTIN, WILLIAMS & JUDSON, a 
p a r t n e r s h i p 

By: 

P a r t n e r 

-16-



ATTEST: CLAREMONT CORPORATION 

Secretary 

ATTEST: 

By: 
President 

FLAG-REDFERN OIL COMPANY 

Ass i s t a n t Secretary 

By: 
President 

Rosalind Redfern _;("" 

STATE OF NEW MEXICO ) 

COUNTY OF EDDY ) 

John J. Redfern, Jr 

"Non-Operators' 

ss. 

The foregoing instrument was acknowledged before me t h i s . / day 

o f t 1973, by S. P. YATES, President of YATES PETROLEUM 
CORPORATION", a New Mexico c o r p o r a t i o n , on behalf of said c o r p o r a t i o n . 

My commission expires 
Notary Public 

STATE OF TEXAS 

COUNTY OF DALLAS 
ss. 

) 

4 ^ d Tlie foregoing instrument was acknowledged before me t h i s day 
of / W ^ l x l ^ __, 1973, b v JOHN W. STOREY __. 

' l g i n t ^ ^ ^ k ^ o 7 ^ y ^ n - T a c t f o r SUN OIL COMPANY (DELAWARE), a Delaware 
c o r p o r a t i o n , on behalf of said c o r p o r a t i o n . 

My/commission expires 
Notary Public ^ e 

STATE OF TEXAS. 

COUNTY OF POTTER 
ss. 

) 

The foregoing instrument was acknowledged before me t h i s 

of , 1973, by 

day 
t 

Vice President of. MESA PETROLEUM COMPANY, a Delaware c o r p o r a t i o n , on 
behalf of said c o r p o r a t i o n . ^ ' 

My commission expires 
Notary Public 

- 1 7 -



ATTEST: CLAREMONT CORPORATION 

By: 
S e c r e t a r y 

\ ^ X % i ¥ 0 H V . p ' ^ c r e t a r y 

'"»..,».»•»•»•: Ko s a l i nd RedferJ 

P r e s i d e n t 

FLAG-KEDFERN OIL COMPANY 

'Non-Opera t o r s " 

STATE OF NEW MEXICO ) 

ss. 
COUNTY OF EDDY ) 

The f o r e g o i n g i n s t r u m e n t vas acknowledged b e f o r e me t h i s day 
o f , 1973, by S. P. YATES, P r e s i d e n t o f YATES PETROLEUM 
CORPORATION, a New Mexico c o r p o r a t i o n , on b e h a l f o f s a i d c o r p o r a t i o n . 

My commission e x p i r e s : 

N o t a r y P u b l i c 

STATE OF TEXAS 

COUNTY OF DALLAS 

) 

: ss. 
) 

of 
The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s 

, 1973, by 
day 

Agent and A t t o r n e y - i n - F a c t f o r SUN OIL COMPANY (DELAWARE), a Delaware 
c o r p o r a t i o n , on b e h a l f of s a i d c o r p o r a t i o n . 

My commission e x p i r e s : 
N o t a r y P u b l i c 

STATE OF TEXAS 
7 

COUNTY OF POTTER 
ss. 

) 

of 
The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s day 

, 1973, by . , 
Vi c e P r e s i d e n t o f MESA PETROLEUM COMPANY, a Delaware c o r p o r a t i o n , on 
b e h a l f of s a i d c o r p o r a t i o n . 

My commission e x p i r e s : 



r 

A "FT K]5 T V ,„»«*;" 

CLAREMONT CORPORATION 

By 
c/ P r e s i d e n t 

FLAG-REDFERN OIL COMPANY 

A s s i s t a n t S e c r e t a r y 
By: 

P r e s i d e n t 

R o s a l i n d Redfern John J. Red Tern, J r 

'Non-Operators" 

STATE OF NEW MEXICO ) 

ss 
COUNTY OF EDDY ) 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s day 
of , 1973, by S. P. YATES, P r e s i d e n t of YATES PETROLEUM 
CORPORATION, a New Mexico c o r p o r a t i o n , on b e h a l f o f s a i d c o r p o r a t i o n . 

My commission e x p i r e s : 
Notary P u b l i c 

STATE OF TEXAS 

COUNTY OF DALLAS 
ss. 

) 

day The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s 
o f , 1973, by " 
Agent and A t t o r n e y - i n - F a c t f o r SUN OIL COMPANY (DELAWARE), a Delaware 
c o r p o r a t i o n , on b e h a l f of s a i d c o r p o r a t i o n . 

My commission e x p i r e s 
Notary P u b l i c 

STATE OF TEXAS 

COUNTY OF POTTER 
ss. 

) 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s 

, 1973, by _ . 
day 

of 
V i c e P r e s i d e n t of MESA PETROLEUM COMPANY, a Delaware c o r p o r a t i o n , on 
b e h a l f of s a i d c o r p o r a t i o n . 

My commission e x p i r e s : 
Notary P u b l i c 



A 

ATTEST: CLAREMONT CORPORATION 

S e c r e t a r y 
By: 

P r e s i d e n t 

ATTEST: FLAG-REDFERN OIL COMPANY 

By: 
A s s i s t a n t S e c r e t a r y P r e s i d e n t 

R o s a l i n d Redfern John J. R e d f e r n , J r , 

'Non-Operators" 

STATE OF NEW MEXICO ) 

ss. 
COUNTY OF EDDY ) 

The foregoing instrument was acknowledged before me t h i s day 
o f , 1973, by S. P. YATES, P r e s i d e n t of YATES PETROLEUM 
CORPORATION, a New Mexico corporation, on behalf of s a i d c o r p o r a t i o n . 

My co n m i s s i o n e x p i r e s : 

Notary P u b l i c 

STATE OF TEXAS 

COUNTY OF DALLAS 
ss. 

The foregoing instrument was acknowledged before me t h i s day 
of , 1973, by ; , 
Agent and A t t o r n e y - i n - F a c t f o r SUN OIL COMPANY (DELAWARE), a Delaware 
c o r p o r a t i o n , on b e h a l f of s a i d c o r p o r a t i o n . 

My commission e x p i r e s : 
N o t a r y P u b l i c 

STATE OF TEXAS ) 
: ss. 

COUETY OF POTTER ) 

tf-
The''for ego i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s j lfr day 

o py'ypxi.£: , 197 3 , by r. As j _ L _ ^ _ _ _ : , 
VTcV"'Presid-e1>t of MESA PETROLEUM CO^^SW, a Delaware c o r p o r a t i o n , on 
fi - ' ^ i/.i l.f-'Q t c a'-fit " c o r p o r a t i o n . 

\ TD '•• 

Byv^'o-iumts si't/T?..-expires: ~7v 
X ' ^ : ' ' V L . ^ ^ Notary Publ ic 



ATTEST: CLAKEHONT CORPORATION 

Secretary 

ATTEST: 

By: 
President 

FLAG-REDFERN OIL COMPANY 

Assistant Secretary 
By: 

President 

Rosalind Redfern John.J. Redfern, Jr 

'Non-Operators" 

STATE OF NEW MEXICO ) 

COUNTY OF. EDDY ). 
ss 

r i \ I f ft'e^" f or egoing instrument was acknowledged before me t h i s ^ 7 ~ day 
/<j^-\'''Nb>e4>eV , 1973,; by JOHN A. YATES, Vice President of YATES PETROLEUM 
.̂̂ OJcPORAT̂ iÔ ,; a New Mexico c o r p o r a t i o n , on behalf of said c o r p o r a t i o n . 

on exp i r e s : 
Notary Public 

STATE OF TEXAS 

COUNTY OF DALLAS 

) 

: ss. 
) 

The foregoing instrument was acknowledged before me t h i s 
of ... » 1973, by 

day 

Agent and Attorney-in-Fact f o r SUN OIL COMPANY (DELAWARE), a Delaware 
c o r p o r a t i o n , on behalf of said c o r p o r a t i o n . 

My commission expires: 
Notary Public 

STATE OF TEXAS 

COUNTY OF POTTER 
ss. 

) 

The foregoing instrument was acknowledged before me t h i s 
, 1973, by 

day 
of 
Vice President of MESA PETROLEUM COMPANY, a Delaware c o r p o r a t i o n , on 
behalf of said c o r p o r a t i o n . 

My commission expires: 



STATE OF 

COUNTY OF 

) 

: ss. 

) 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s day 

of , 1973 , by _7IZ__. 
A t t o r n e y - i n - F a c t f o r MOBIL OIL CORPORATION, a New York c o r p o r a t i o n , on 
b e h a l f o f s a i d c o r p o r a t i o n . 

My commission e x p i r e s : 

N o t a r y P u b l i c 

STATE OF TEXAS ) 
: ss. 

COUNTY OF TARRANT ) 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s day 
of 1973, by EDWARD R. HUDSON, JR., i n d LvidiiaTTy and 
as A t t o r n e y - i n - F a c t f o r WILLIAM A. HUDSON I I and BETTY C. HUDSON, h i s 
w i f e , and MARY HUDSON ARD and JULIAN ARD, her husband, and by ANN F. 
HUDSON, w i f e of Edward R. Hudson, J r . 

My commission e x p i r e s : 
N o t a r y P u b l i c 

STATE OF TEXAS ) 
: ss. 

COUNTY OF MIDLAND ) 

...... "••<"!;;. 

\g-oing i n s t r u m e n t was acknowledged b e f o r e me t h i s day 

o t f ^ i ^ m ^ • 1973, by J A ^ . ^ ^ ^ £ ^ . . _ , 
Ag&flt a j ^ d ^ ^ ' t q r ' p ^ y - i n - I ' a c t f o r PENNZOIL COMPANY, a Delaware c o r p o r a t i o n , 
oa^.e'ha^rf &f s a i d c o r p o r a t i o n . 

My connvts^^oip,-'"'expires : / ^ f ^ ^ J ^ y 1 

_ _ i _ _ _ _ _ _ > _ ft? MAKJOPJE L. MATTHEWS 

STATE OF TENNESSEE ) 
: s s . 

COUNTY OF HAMILTON ) 

The foregoing instrument was acknowledged before me t h i s day 
of _^ 1973, by , 
E x e c u t i v e V i c e P r e s i d e n t o f NORTH AMERICA ROYALTIES, INC., a Delaware 
c o r p o r a t i o n , on b e h a l f of s a i d c o r p o r a t i o n . 

My commission e x p i r e s : 
Notary P u b l i c 



>?• • ' tp 

STATE OF * ) 
: s s . 

COUNTY OF ) 

The foregoing instrument was acknowledged before me t h i s day 
of . 1973, by , 
At t o r n e y - i n - F a c t f o r MOBIL OIL CORPORATION, a New York c o r p o r a t i o n , on 
behalf of said c o r p o r a t i o n . 

My commission e x p i r e s : 
Notary Public 

STATE OF TEXAS ) 
: ss. 

COUNTY OF TARRANT ) 

The foregoing instrument was acknowledged before me t h i s day 
of , 1973, by EDWARD R. HUDSON, JR., in d i v i d u a l l y and 
as A t t o r n e y - i n - F a c t f o r WILLIAM A. HUDSON I I and BETTY C. HUDSON, h i s 
w i f e , and MARY HUDSON ARD and JULIAN ARD, her husband, and by ANN F. 
HUDSON, w i f e of Edward R. Hudson, J r . 

My commission e x p i r e s : 
Notary Public 

STATE OF TEXAS ) 
: s s. 

COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged before me t h i s _ day 
of , 1973, by *~ _» 
Agent and Att o r n e y - i n - F a c t f o r PENNZOIL COMPANY, a Delaware c o r p o r a t i o n , 
on behalf of said c o r p o r a t i o n . 

My commission e x p i r e s : _ 
Notary Public 

STATE OF TENNESSEE ) 
: ss. 

COUNTY OF HAMILTON ) 

ThtT f o r e g o i n g ins trument was acknowledged b e f o r e me t h i s 30th day 
o f 7 October , 1973 , by Eugene S. Ryan,J/jce President of Exploration , 
Kx^JtiitJijotxxllckcfEXVr*x>$>&'*atiL o f NORTH AMERICA ROYALTIES, I N C . , a De laware 
c o r p o r a t i o n , on b e h a l f o f s a i d c o r p o r a t i o n . 

. HJ-'* co mm i's .sA. on e x p i r e s : i?<L7_r?̂ ?_ 
' f i f t t t t p t i j ^ t JulyJL j o _ L N o t a r y P u b l i c 

v- " ..> '• ' ' v s%:> -••A-/,: * -> • 



STATE OF 

COUNTY OF 

) 

: s s . 

) 

The foregoing instrument was acknowledged before me t h i s day 
o'f •_ 1973 , by _ _, 
A t t o r n e y - i n - F a c t f o r MOBIL OIL CORPORATION, a Nev? York c o r p o r a t i o n , on 
b e h a l f o f s a i d c o r p o r a t i o n . 

My c o n m i s s i o n e x p i r e s : _ 
Notary P u b l i c 

STATE OF TEXAS ) 
: ss. 

COUNTY OF TARRANT ) 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s / $ , _ day 
o f ^ S f i f f y l J . 1973 , by EDWARD R. HUDSON, J R . , i n d i v i d u a l l y and 
as A t t o r n e y - i n - F a c t f o r WILLIAM A. HUDSON I I and BETTY C. HUDSON, h i s 
w i f e , and MARY HUDSON ARD and JULIAN ARD, her husband, and by ANN F . 
U«$S?ON/i/>ife o f Edward R. Hudson, J r . 

• T i i x ^ o S i s s J an e x p i r e s : ' ^ 2 ^ ^ ^ / / / ^ ^ 

sv^^&y^ ¥oiâ  public 
• STA'i_ , , ,0T TEXAS ) 

: s s . 
COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged before me t h i s day 
of 1973, by _ * , 
Agent and A t t o r n e y - i n - F a c t f o r PENNZOIL COMPANY, a Delaware c o r p o r a t i o n , 
on b e h a l f o f s a i d c o r p o r a t i o n . 

My commission e x p i r e s : _ 
Notary P u b l i c 

STATE OF TENNESSEE ) 
: s s . 

COUNTY OF HAMILTON ) 

The foregoing instrument was acknowledged before me t h i s day 

of z , 1973, by ~ZZ. » 
E x e c u t i v e V i c e P r e s i d e n t o f NORTH AMERICA ROYALTIES, INC., a Delaware 
c o r p o r a t i o n , on b e h a l f o f s a i d c o r p o r a t i o n . 

My commission e x p i r e s : _ 
Notary P u b l i c 



9 

STATE OF C C y i - ^ t V ) 
: s s . 

COUNTY OF j O f a Z + p t i L / ) 

- ̂ Tbiej^jjk'-egoing instrument was acknowledged before me t h i s _ ? / day 
ot. ^ ^ ^ f t ^ W 1 .» 1 9 7 3 , by J . S. WrighUr. " , 
'At^-prneYj^in\f{kc,t for MOBIL OIL CORPORATION, a New York c o r p o r a t i o n , on 
b&half^ of / s a i ^ T o r p o r a t i o n . 
I ' \ A 
~:\ o • 
My ^.^m^l^oj^expires: ^>j2^^t*tzts..^^^^sJb^ 
. ^ - £ ^ i ? ^ J l L Notary P u b l i c 

\.,\. •/. ô:ary public 
in for MUibnd Coynty, Texas 

STATE OF TEXAS ) 
: ss. 

COUNTY OF TARRANT ) 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s day 
of , 1973, by EDWARD R. HUDSON, JR., i n d i v i d u a l l y and 
as A t t o r n e y - i n - F a c t f o r WILLIAM A. HUDSON I I and BETTY C. HUDSON, h i s 
w i f e , and MARY HUDSON ARD and JULIAN ARD, her husband, and by ANN F. 
HUDSON, w i f e o f Edward R. Hudson, J r . 

My commission e x p i r e s : 
N o t a r y P u b l i c 

STATE OF TEXAS ) 
: ss. 

COUNTY OF MIDLAND ) 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s day 
of 1973, by , 
Agent and A t t o r n e y - i n - F a c t f o r PENNZOIL COMPANY, a Delaware c o r p o r a t i o n , 
on b e h a l f o f s a i d c o r p o r a t i o n . 

My commission e x p i r e s : 
N o t a r y P u b l i c 

STATE OF TENNESSEE ) 
: ss. 

COUNTY OF HAMILTON ) 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s day 
•of , 1973, by , 
Ex e c u t i v e V i c e P r e s i d e n t of NORTH AMERICA ROYALTIES, INC., a Delaware 
c o r p o r a t i o n , on b e h a l f of s a i d c o r p o r a t i o n . 

My commission e x p i r e s : 



STATE OF TEXAS ) 
: ss. 

COUNTY OF MIDLAND ) 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s day 

of , 1973, by ~~Z._» 
V i c e P r e s i d e n t o f HONDO OIL & GAS COMPANY, a New Mexico c o r p o r a t i o n , on 
b e h a l f of s a i d c o r p o r a t i o n . 

My commission e x p i r e s : 
N o t a r y P u b l i c 

STATE OF TEXAS ) 
: ss. 

COUNTY OF MIDLAND ) 

Tlje f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s day 

of v. j 1973, by 1 , 
P a r t n e r , on b e h a l f o f MARTIN, WILLIAMS & JUDSON, a p a r t n e r s h i p composed 
o f W i l l i a m H. M a r t i n , R. Ken W i l l i a m s and Edward H. Judson. 

My commission e x p i r e s : 
_ N o t a r y P u b l i c 

STATE OF OKLAHOMA ) 

#7 : s s . 
COUNTY OF / i 6 "g£?* i —' ) 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me this J F day 
of ^ U V ^ n ^ ' j i t / L . - , 1973, by FRANK W. PODPECHAN, P r e s i d e n t o f 
CLAREM01JT ..CORPORATION, a Texas c o r p o r a t i o n , on b e h a l f of s a i d c o r p o r a -

b̂£y coaimi s s i o jj. - e xp i r e s : 
> 0 * : N o t a r y P u b l i c 

STATE OF TEXAS ) 
: ss. 

COUNTY OF MIDLAND ) 

The f o r e g o i n g I n s t r u m e n t was acknowledged b e f o r e me t h i s day 
o f , 1973, by JOHN J. REDFERN, JR., P r e s i d e n t of 
FLAG-REDFERN OIL COMPANY, a Delaware c o r p o r a t i o n , on b e h a l f o f s a i d 
c o r p o r a t i o n . 

My commission e x p i r e s : __ 
Nota r y P u b l i c 

-19-



STATE OF TEXAS ) 
: ss. 

COUNTY OF MIDLAND ) 

The forc;going instrument was acknowledged before me t h i s day 
of » 1973, by " , 
Vi c e P r e s i d e n t o f HONDO OIL & GAS COMPANY, a New Mexico c o r p o r a t i o n , on 
b e h a l f - o f s a i d c o r p o r a t i o n . 

My commission e x p i r e s : 

STATE OF TEXAS ) 
: ss. 

COUNTY OF MIDLAND ) 

Nota r y P u b l i c 

The foregoing instrument was acknowledged before me t h i s day 
o f 1973, by _ _ 
P a r t n e r , on b e h a l f of MARTIN, WILLIAMS & JUDSON, a p a r t n e r s h i p composed 
o f W i l l i a m H. M a r t i n , R. Ken W i l l i a m s and Edward H. Judson. 

My commission e x p i r e s : 
N o t a r y P u b l i c 

STATE OF OKLAHOMA ) 
: ss. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me t h i s day 
o f , 1973, by FRANK W. PODPECHAN, P r e s i d e n t o f 
CLAREKONT CORPORATION, a Texas c o r p o r a t i o n , on b e h a l f o f s a i d c o r p o r a ­
t i o n . 

My commission e x p i r e s : 
N o t a r y P u b l i c 

STATE OF TEXAS ) 
: ss. 

COUNTY OF MIDLAND ) 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s 

o f ^/rntrsrvrA+A J » 1973, by JOHN J. REDFERN, JR., P r e s i d e n t o f 
FLAG-REDFERN OIL COMPANY, a Delaware c o r p o r a t i o n , on b e h a l f o f s a i d 
c o r p o r a t i o n . 

My. c ( I m i i i i s H ^ e x p i r e s : j ^ * c _ f e . 
; J.X .. ._A__ No t a r y P u b l i c 

o • ~ S - *v*' '-
SARAH VANDPRW^ 

r^,t T*J* ***** 
.uv»< ' 

-19-



STATE OF TEXAS ) 
: ss. 

COUNTY OF MIDLAND ) 

The f o r e g o i n g i n s t r u m e n t vas acknowledged b e f o r e me t h i s // *^ day 

of fazU^ , 1973, by J /k-^ i^ . 'J? J L A c l ____> 
V i c e P r e s i d e n t of HONDO OIL & GAS COMPANY, a New Mexico c o r p o r a t i o n , on 
b e h a l f o f s a i d c o r p o r a t i o n . 

My commission e x p i r e s : V K , ^ 1 > \k*~^_/ ^ y ' ***:-.'•'$>*-

_ 1 _ . L _ Z _ ^ _ , . N o t a r y P u t t i e ~ / & / \ 

COUNTY OF MIDLAND ) .Wi * 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s day 
of , 1973, by __" 
P a r t n e r , on b e h a l f o f MARTIN, WILLIAMS & JUDSON, a p a r t n e r s h i p composed 
o f W i l l i a m H. M a r t i n , R. Ken W i l l i a m s and Edward H. Judson. 

STATE OF TEXAS 

My commission e x p i r e s 
N o t a r y P u b l i c 

STATE OF OKLAHOMA ) 
: ss. 

COUNTY OF ) 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s day 
o f '__ _, 1973, by FRANK W. PODPECHAN, P r e s i d e n t o f 
CLAREMONT COR.PORAT ION, a Texas c o r p o r a t i o n , on b e h a l f o f s a i d c o r p o r a ­
t i o n . 

My commission e x p i r e s : ^ 
No t a r y P u b l i c 

STATE OF TEXAS ) 
: ss. 

COUNTY OF MIDLAND ) 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s day 
o f _, 1973, by JOHN J. REDFERN, JR., P r e s i d e n t o f 
FLAG-REDFERN OIL COMPANY, a Delaware c o r p o r a t i o n , on b e h a l f o f s a i d 
c o r p o r a t i o n . 

I 

My commission e x p i r e s : 
N o tary P u b l i c 

-19-
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STATE OF TEXAS ) 
: ss. 

COUNTY OF MIDLAND ) 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s day 
of _, 1973, by • ' ; __• '_ , 
Vic e P r e s i d e n t of HONDO OIL & GAS COMPANY, a New Mexico c o r p o r a t i o n , on 
b e h a l f o f s a i d c o r p o r a t i o n . 

My commission e x p i r e s : 
N o t a r y P u b l i c 

STATE OF TEXAS ) 
: ss. 

COUNTY OF MIDLAND ) 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s 21st day 
o f November,• - ^ 1973 , by Wil l iam H. Martin.R. Ken Williams f, Edward H Ljbudson, 
Pa r^ f t e r ' i * ' o ' nT ieha l f o f MARTIN, WILLIAMS & JUDSON, a p a r t n e r s h i p composed 
of-Mtfill^amlrST-, M a r t i n , R. Ken W i l l i a m s and Edward H. J u d s o n . 

\ - \ ^"/W./.-C/;- • .JUANITAMORELAND 
Ky^-qjnnr I s s ̂  x p i r e s : R n d t u d b / v V e r ^ J b r * / ' . 

\ $ \ ^ ; i \ - - $ $ y 5 ^ . VHotary P u b l i c 

STATE OF OKLAHOMA ) 
: s s . 

COUNTY OF ) 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s day 
of _"_ , 1973, by FRANK W. PODPECHAN, P r e s i d e n t o f 
CLAREMONT CORPORATION, a Texas c o r p o r a t i o n , on b e h a l f o f s a i d c o r p o r a ­
t i o n . 

My commission e x p i r e s : 
N o t a r y P u b l i c 

STATE OF TEXAS ) 
: ss. 

COUNTY OF MIDLAND ) 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s day 
of 1973, by JOHN J. REDFERN, JR. , P r e s i d e n t o f 
FLAG-REDFERN OIL COMPANY, a Delaware c o r p o r a t i o n , on b e h a l f of s a i d 
c o r p o r a t i o n . 

My commission e x p i r e s 
N o t a r y P u b l i c 



STATE OF TEXAS ) 
: ss. 

COUNTY OF MIDLAND ) 

The foregoing instrument was acknowledged hefore me t h i s ^ 3 ^ d a y 
o f _ "^l^^^Iid^^L.* 1973, by ROSALIND REDFERN and JOHN J. REDFERN, JR 
her husband. 

liy /c b mmi s s l£n'• ex p i r e s : ^ sr4ggyb<^/j V A ^ ^ I A ^ A ^ , . 
*•'- ' ̂  ;^\«>: Notary Public 0 

••*>>..' SARAH VANDERFORD - Notary Public 
• A v i ^ V Midland Co_ity, Texas 

" r .'J \ V * * f & M ^ Co^miission Ejpirea June 1, 1975 
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EXHIBIT "A* 

ATTACHED TO AND MADE A PART OF 
STONEWALL UNIT OPERATING AGREEMENT 
ENTERED INTO AS OF NOVEMBER 1, 1973, 

BETWEEN YATES PETROLEUM CORPORATION, AS 
OPERATOR, AND THE NON-OPERATORS 

1. a) Lands subject to contract. 

Township 20 South, Range 28 East, N.M.P.M. 

b) 

Section 19 
Section 20 
Section 29 
Section 30 

Lots 3, 4 (W/2 SW/4), E/2 SW/4, SE/4 
W/2, SE/4, 5% intere s t under NE/4 
SW/4, S/2 SE/4, NW/4 SE/4 
Lots 1, 2, 3, 4 (W/2 W/2), E/2 W/2, 
E/2. ( A l l ) 

containing 1,738.52 acres, more or l e s s . 

Depth r e s t r i c t i o n . 

The Unit Area only covers the lands in I.a) from the 
surface to the top of the Solid Mississippian Lime. 

20 The percentage i n t e r e s t s under agreement and addresses of 
part i e s to which notices should be sent: 

Paying Parties 

I n i t i a l Well 
I n i t i a l Well After Payout & 
Unti l Payout Subsequent Wells 

Yates Petroleum Corporation 
Yates D r i l l i n g Company 
MYCO Industries, Inc. 
ABO Petroleum Corporation 
207 South Fourth Street 
Artesia, New Mexico 88210 

Coquina O i l Corporation 
Building of the Southwest 
Midland, Texas 79701 

Mesa Petroleum Company 
904 Gihls Tower West 
Midland, Texas 79701 

Claremont Corporation 
Post Office Box 549 
Claremore, Oklahoma 74017 

Edward R. Hudson, J r . , i n d i ­
vidually and as Attorney-in-
Fact for William A. Hudson I I 
and Mary Hudson Ard 

1000 F i r s t National Bank Building 
Fort Worth, Texas 76102 

15.0000% 
15.0000% 
15.0000% 
5.0000% 

26.2597% 

13.9619% 

.5752% 

7.50000% 
7.50000% 
7.50000% 
2.50000% 

13.12985% 

13.96190% 

.57520% 

9.2032% 9.20320% 



EXHIBIT "A" 

ATTACHED TO AND MADE A PART OF 
STONEWALL UNIT OPERATING AGREEMENT 
ENTERED INTO AS OF NOVEMBER 1, 1973, 

BETWEEN YATES PETROLEUM CORPORATION, AS 
OPERATOR, AND TKE NON-OPERATORS _ 

1. a) Lands subject to contract. 

Township 20 South, Range 28 East, N.M.P.M, 

Section 19 
Section 20 
Section 29 
Section 30 

Lots 3, 4 (W/2 SW/4), E/2 SW/4, SE/4 
W/2, SE/4, 5% interest under NE/4 
SW/4, S/2 SE/4, NW/4 SE/4 
Lots 1, 2, 3, 4 (W/2 W/2), E/2 W/2, 
E/2. ( A l l ) 

containing 1,738.52 acres, more or l e s s . 

b) Depth r e s t r i c t i o n . 

The Unit Area only covers the lands in I.a) from the 
surface to the top of the Solid Mississippian Lime. 

2% The percentage interests under agreement and addresses of 
parties to which notices should be sent: 

Paying Parties 

Yates Petroleum Corporation 
207 South Fourth Street 
A r t e s i a , New Mexico 88210 

Mesa Petroleum Company 
904 Gihls Tower West 
Midland, Texas 79701 

Claremont Corporation 
1^ P. O. Box 549 

Claremore, Oklahoma 74017 

Edward R. Hudson, J r . , i n d i -
, / vidually and as Attorney-In-

] / Fact for William A. Hudson I I 
and Mary Hudson Ard 

1000 F i r s t National Bank Building 
Fort Worth, Texas 76102 

: y^/^< ptfrf/e-wi (vp 

Cc 4 
/flid/jj/Jii ,T*>'is in* I 

I n i t i a l Well 
I n i t i a l Well After Payout & 
Un t i l Payout Subsequent Wells 

^76.2597%) 

13.9619% 

.5752% 

(38.12985%) 

1 3 . 9 6 1 ^ 1 

.57520% 

9.2032% 9.20320% 

2,£ce?oo Z 

/3. izn$ % 



I n i t i a l Well 
I n i t i a l Well After Payout. & 

Contributing Parties Until Payout Subsequent Wells 

Sun O i l Company (Delaware) 
P. 0. Box 1861 
Midland, Texas 79701 . 

Mobil O i l Corporation 
P.O. Box 633 
Midland, Texas 79701 

Flag-Redfern O i l Company 
P. 0. Box 23 
Midland, Texas 79701 

Rosalind Redfern 
P. 0. Box 23 
Midland, Texas 79701 

Pennzoil Company 
P. 0. Drawer 1828 
Midland, Texas 79701 

Martin, Williams & Judson \( y 1.15040% 
413 F i r s t National Bank Building 
Midland, Texas 79701 

North American Royalties, Inc. 
1604 Wilco Building 
Midland, Texas 79701 

Hondo O i l & Gas Company 
P. 0. Box 1610 
Midland, Texas 79701 

Leasehold i n t e r e s t s of parties and party contributing the 
in t e r e s t : 

a) Contributed by Sun Oi l Company (Delaware): 

State of New Mexico O i l and Gas Lease K-5115, dated 
July 20, 1965, and covering Lots 3 and 4, E/2 SW/4, SE/4, 
Section 19, and Lots 1 and 2, E/2 NW/4, NE/4 Section 30, 
containing 647.79 acres. 

b) Contributed by Mobil O i l Corporation: 

State of New Mexico O i l and Gas Lease K-3402, dated 
July 16, 1963, and covering W/2 Section 20, containing 
320 acres. 

c) Contributed by Mesa Petroleum Company: 

State of New Mexico O i l and Gas Lease K-6854, dated 
A p r i l 18, 1967, and covering Lots 3 and 4, E/2 SW/4 
and S/2 SE/4 Section 30, containing 242.73 acres. 

\ \Y 18.63050% 

i i o 

90
 / U / * 9.20325% 

.55455*1*° 

.53835% TP 

K H 3.45120% 

2.30080% 

* y 2.30080% 

- i i -



Contributed by Flag-Redfern O i l Company, Rosalind Redfern 
and Claremont Corporation: 

State of New Mexico O i l and Gas Lease K-6599, dated 
December 20, 1966, and covering NE/4 SE/4 Section 20, 
containing 40 acres. 

Contributed solely by Claremont Corporation: 

An undivided 5% Interest in State of New Mexico O i l and 
Gas Lease K-6599, dated December 20, 1966, and covering 
NE/4 Section 20, containing 160 acres. Flag-Redfern O i l 
Company and Rosalind Redfern expressly withhold from com­
mitment to t h i s agreement their undivided 95% inte r e s t in 
t h i s lease. 

Contributed by Edward R. Hudson, J r . , individually and 
as Attorney-in-Fact for William A. Hudson I I and Mary 
Hudson Ard: 

Federal O i l and Gas Lease NM 17100, formerly NM 041842, 
dated July 1, 1963, and covering S/2 SW/4, NE/4 SW/4, . 
NW/4 SE/4 Section 29, containing 160 acres. 

Contributed by Pennzoil Company: 

State of New Mexico O i l and Gas Lease L-1611, dated 
November 19, 1968, and covering W/2 SE/4, SE/4 SE/4 
Section 20, containing 120 acres. 

Contributed by North American Royalties, Inc. and 
Martin, Williams & Judson: 

Federal O i l and Gas Lease NM 0455458, dated December 1, 
1963, and covering NW/4 SW/4 Section 29, containing 40 
acres; subject to a 3% of 8/8ths overriding royalty, 
1/2 of which s h a l l be borne by the parties contributing 
the lease and 1/2 of which s h a l l be borne by Operator; and 

State of New Mexico O i l and Gas Lease K-4590, dated 
December 15, 1964, and covering N/2 SE/4 Section 30, 
containing 80 acres. 

Contributed by Hondo O i l & Gas Company: 

Fee lease dated July 15, 1954 (now HBP) from Keystone 
Corporation and Kansas City Minerals to Malco Refineries, 
Inc., recorded Book 66, Page 239, covering S/2 SE/4 
Section 29, and containing 80 acres. 



EXHIBIT "B" 

ATTACHED TO AND MADE A PART OF 
STONEWALL UNIT OPERATING AGREEMENT 
ENTERED INTO AS OF NOVEMBER 1, 1973, 
BETWEEN YATES PETROLEUM CORPORATION, AS 

OPERATOR, AND THE NON-OPERATORS 

GAS STORAGE AGREEMENT 

The p a r t i e s t o the Operating Agreement to which t h i s gas 
storage agreement i s attached own the working i n t e r e s t i n the gas 
r i g h t s u n d e r l y i n g the Unit Area covered hy such agreement i n accord­
ance w i t h the percentages of p a r t i c i p a t i o n as set f o r t h i n E x h i b i t 
"A" t o the Operating Agreement. 

I n accordance w i t h the terms of the Operating Agreement, 
each p a r t y t h e r e t o has the r i g h t to take i t s share of gas produced 
from the Unit Area and market the same. I n the event any of the 
p a r t i e s hereto i s not able t o market I t s share of gas or has con­
t r a c t e d to s e l l i t s share of gas produced from any u n i t we'll to a 
purchaser which i s unable at any time while t h i s agreement i s i n 
e f f e c t to take the share of gas a t t r i b u t a b l e to the i n t e r e s t of such 
p a r t y , the terms of t h i s storage agreement s h a l l a u t o m a t i c a l l y be­
come e f f e c t i v e . 

• 

During the period or periods when any par t y hereto has no 
market f o r . i t s share of gas produced from any u n i t w e l l , or i t s pur­
chaser i s unable to take i t s share of gas produced from any u n i t w e l l , 
the other p a r t i e s s h a l l be e n t i t l e d to produce each month 100% of the 
allowable gas production assigned to such w e l l by the New Mexico O i l 
Conservation Commission and s h a l l be e n t i t l e d to take and d e l i v e r to 
i t s or t h e i r purchaser a l l of such gas production. A l l p a r t i e s hereto 
s h a l l share i n and own the l i q u i d hydrocarbons recovered from such 
gas by lease equipment i n accordance w i t h t h e i r r e s p e c t i v e i n t e r e s t s 
and subject to the Operating Agreement to which t h i s gas storage agree 
ment i s attached, but the pa r t y or p a r t i e s t a k i n g such gas s h a l l own 
a l l of the gas d e l i v e r e d to i t s or t h e i r purchaser. Each party unable 
to market i t s share of the gas produced s h a l l be c r e d i t e d w i t h gas i n 
storage equal t o i t s share of the gas produced under t h i s agreement, 
less i t s share of gas used i n lease operations, vented or l o s t . The 
Operator w i l l maintain a current account of the gas balance between 
the p a r t i e s and w i l l f u r n i s h a l l p a r t i e s hereto monthly statements 
showing the t o t a l q u a n t i t y of gas produced, the amount used i n lease 
operations, vented or l o s t , and the t o t a l q u a n t i t y of l i q u i d hydro­
carbons recovered therefrom. 

At a l l times while gas i s produced from u n i t w e l l s , Operator 
w i l l make settlement w i t h the owners of the r o y a l t i e s , o v e r r i d i n g 
r o y a l t i e s , production payments and other s i m i l a r i n t e r e s t s . Each 
party s e l l i n g gas from a u n i t w e l l w i l l f u r n i s h or cause to be f u r ­
nished to Operator a statement each month showing the volume and value 
of gas u t i l i z e d and the volume of gas sold and the proceeds therefrom. 
Each of the p a r t i e s hereto s h a l l reimburse Operator f o r t h e i r respec­
t i v e and pr o p o r t i o n a t e shares as set f o r t h under the terms of the 
Operating Agreement. Each party hereto agrees to hold Operator harm­
less from any and a l l claims f o r said payments asserted by said owners 



A f t e r n o t i c e to the Operator, any party at any time may 
begin taking or d e l i v e r i n g to i t s purchaser i t s share of the gas 
produced from any u n i t w e l l . I n a d d i t i o n to I t s share, each p a r t y , 
i n c l u d i n g the Operator, u n t i l i t has recovered i t s gas i n storage and 
balanced the gas account as to i t s i n t e r e s t , s h a l l be e n t i t l e d to 
take or d e l i v e r to a purchaser a volume of gas equal to 25% of the 
overproduced party or p a r t i e s ' share of gas produced from the u n i t 
w e l l . I f two or more p a r t i e s are e n t i t l e d to the 25% of the over­
produced party or p a r t i e s ' share of gas produced, they s h a l l d i v i d e 
such 25% i n accordance with t h e i r percentage of p a r t i c i p a t i o n under 
the Operating Agreement. 

I n the event production of gas from any u n i t w e l l permanently 
ceases p r i o r to the time that the accounts of the p a r t i e s have been 
balanced, i t i s agreed that a complete balancing w i l l be accomplished 
by a money settlement as between the p a r t i e s . I n making such s e t t l e ­
ment, the underproduced party or p a r t i e s w i l l be paid a sum of money 
by the overproduced party or p a r t i e s equal to that which the overpro­
duced party or p a r t i e s r e c e i v e d , l e s s a p p l i c a b l e taxes t h e r e t o f o r e 
paid, f o r the l a t e s t d e l i v e r y of a volume of gas equal to that f o r 
which settlement i s made. 

Nothing h e r e i n s h a l l be construed to deny any party the 
r i g h t , from time to time, to produce and take or d e l i v e r to i t s pur­
chaser i t s f u l l share of the allowa b l e gas production to meet the 
d e l i v e r a b i l i t y t e s t s r equired by i t s purchaser. Each party s h a l l at 
a l l times use i t s best e f f o r t s to re g u l a t e i t s takes and d e l i v e r i e s 
from s a i d w e l l so that s a i d w e l l w i l l not be s h u t - i n f o r overproducing 
the a l l o w a b l e assigned thereto by the New Mexico O i l Conservation Com­
mission. 

This agreement s h a l l be considered as a separate and d i s ­
t i n c t agreement with r e s p e c t to each separate common source of supply 
for each separate u n i t w e l l . 

T his agreement s h a l l become e f f e c t i v e i n accordance with 
i t s terms and s h a l l remain i n forc e and e f f e c t as long as the Operat­
ing Agreement to which i t i s attached remains i n e f f e c t , and s h a l l 
i nure to the b e n e f i t of and be binding upon the p a r t i e s hereto, t h e i r 
h e i r s , s u c c e s s o r s , l e g a l r e p r e s e n t a t i v e s and a s s i g n s . 
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A f t e r n o t i c e t o the O p e r a t o r , any p a r t y a t any time ma' 
b e g i n \ l a k i n g or d e l i v e r i n g t o i t s purchaser i t s share of t h e g^s 
prod uc eckf rom any u n i t w e l l . I n a d d i t i o n t o i t s share, e a c h / p a r t y , 
i n c l u d i n g N y h e O p e r a t o r , u n t i l i t has recovered i t s gas i n / s t o r a g e and 
balanced the\eas account as t o i t s i n t e r e s t , s h a l l be e n t i t l e d t o 
take or d e l i v e K t o a purchaser a volume of gas equal / to 25% of t h e 
overproduced parby or p a r t i e s ' share of gas producen from t he u n i t 
w e l l . I f two or mor^e p a r t i e s are e n t i t l e d t o th,« 25% of the o v e r -

. " le 
percentage of p a r t i c i p a t i o n under 

the O p e r a t i n g Agreement. 

w e l l , i t two or mote p a r t i e s are e n t i t l e d t o tne Z:>A or tne o v e r ­
produced p a r t y or p a r t i e s ' share of gas producea, they s h a l l d i v i d < 
such 25% i n accordance w i t h t h e i r percentage of p a r t i c i p a t i o n unde: 

I n the event p r o d u c t i o n of/gas from any u n i t w e l l permanently 
ceases p r i o r t o the t i m e t h a t ccounts o f the p a r t i e s have been 
balan c e d , i t i s agreed t h a t a c^mpl^te b a l a n c i n g w i l l be accomplished 

by a money s e t t l e m e n t as between t h e p a r t i e s . Such s e t t l e m e n t s h a l l 
be based upon the p r i c e r e c e i v e d by the 1 o v e r p r o d u c e d p a r t y or 
p a r t i e s f o r the overproduced gas which was^sold by such p a r t y i n 
the o r d e r of a c c r u a l . 

T h i s agreement s h a l l be ' c o n s i d e r e d a s \ s e p a r a t e and 
d i s t i n c t agreement as t o each s e p a r a t e u n i t w e l l . 

^ F h i s agreement s h a l l become e f f e c t i v e i n a c c o t i a n c e w i t h 
i t s terms and s h a l l remain i n f o r c e and e f f e c t as l o n g as\the 
O p e r a t i n g Agreement t o which i t i s a t t a c h e d remains i n e f f e l 
a n d / s h a l l i n u r e t o the b e n e f i t of and be b i n d i n g upon the partsies 

f r e t o , t h e i r h e i r s , s u c c e s s o r s , l e g a l r e p r e s e n t a t i v e s and a s s i 
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EXHIBIT " c 

ATTACHED TO AND MADE A PART OF 
STONEWALL UNIT OPERATING AGREEMENT . 
ENTERED INTO AS OF NOVEMBER 1, 1973, 
BETWEEN YATES PETROLEUM CORPORATION, AS 

OPERATOR, AND THE NON-OPERATORS 

ACCOUNTING P R O C E D U R E 
JOINT OPERATIONS 

I . GENERAL PROVISIONS 
1. Definitions 

"Joint Account" shall mean the account showing the charges and credits accruing because of the Joint Operations 
and which are to be shared by the Parties. 

"Joint Property" shaU mean the real and personal property subject to the agreement to which this Accounting 
Procedure is attached. 

"Joint Operations" shall mean aH operations necessary or proper for the development, operation, protection and 
maintenance of the Joint Property. 

"Operator" shaU mean the party designated to conduct the Joint Operations. 

"Non-Operators" shaU mean the parties to jthis agreement other than the Operator. 

"Parties" shaU mean Operator and Non-Operators. 

"Material" shali mean personal property, equipment or suppHes acquired or held for use on the Joint Property. 

"ControHable Material" shaU be defined as set forth under the subparagraph selected below: 

A. [ ] Material which at the time is so classified in the Material Classification Manual as most recently rec­
ommended by the Council of Petroleum Accountants Societies of North America. 

B. [YJ Material which is ordinarily so classified and controUed by Operator in the conduct of its operations. 
List shaH be furnished Non-Operators upon request. 

2. Statements and Billings 

Operator shall biU Non-Operators on or before the last day of each month for their proportionate share of costs 
and expenses for the preceding month. Such bills wi l l be accompanied by statements reflecting the total charges 
and credits as set forth under the subparagraph selected below: 

A. [ ] Statement in detail of aU charges and credits to the Joint Account. 

B. [ ] Statement of all charges and credits to the Joint Account, summarized by appropriate classifications 
indicative of the nature.thereof. 

C. [ y j Statement of aU charges and credits to the Joint Account, summarized by appropriate classification 
indicative of the nature thereof, except that items of Controllable Material and unusual charges and 
credits shall be detailed. 

3. Advances and Payments by Non-Operators 

Unless otherwise provided for in the agreement, the Operator may require the Non-Operators to advance their 
share of estimated cash outlay for the succeeding month's operation. Operator shaH adjust each monthly biUing to 
reflect advances received from the Non-Operators. 

Each Non-Operator shaU pay its proportion of all biHs within fifteen (15) days after receipt. I f payment is not 
made within such time, the unpaid balance shaU bear interest monthly at the rate of ten per cent (10%) per annum 
or the maximum contract rate permitted by the applicable usury laws in the state in which the Joint Property is 
located, whichever is the lesser. 

4. Adjustments 

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correctness 
thereof; provided however, all bills and statements rendered to Non-Operators by Operator during any calendar 
year shall conclusively be presumed to be true and correct after twenty-four (24) months following the end of 
any such calendar year, unless within the said twenty-four (24) month period a Non-Operator takes written 
exception thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator shall be 
made unless it is made within the same prescribed period. The provisions of this paragraph shall not prevent 
adjustments resulting from a physical inventory of the Joint Property as provided for in Section V I I . 

5. Audits 

A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit 
Operator's accounts and records relating to the accounting hereunder for any calendar year within the twenty-four 
(24) month period following the end of such calendar year; provided however, the making of an audit shall not 
extend the time for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 
4 of this Section I . Where there are two or more Non-Operators, the Non-Operators shall make every reasonable 
effort to conduct joint or simultaneous audits in a manner which wi l l result in a minimum of inconvenience to the 
Operator. Operator shall bear no portion of the Non-Operators' audit cost incurred under this paragraph unless 
agreed to by the Operator. 

6. Approval by Non-Operators 

Where an approval or other agreement of Non-Operators is expressly required under Paragraphs 5A, 5B, 6A and 
8 of Section I I , Section I I I , Section V, Section V I , and Paragraph 4 of Section V I I , of this Accounting Procedure and 
if the agreement to which this Accounting Procedure is attached contains no contrary provisions in regard thereto, 
the Operator shall notify all Non-Operators and the agreement or approval of a majority in interest of the Non-
Operators shall be controlling on all Non-Operators. 
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I I . DIRECT CHARGES 

Operator shall charge the Joint Account with the following items: 

1. Rentals and Royalties 
Lease rentals and royalties paid by Operator for the Joint Operations. 

2. Labor 
A. (1) Salaries and wages of Operator's employees directly employed on the Joint Property in the conduct of 

Joint Operations. 
(2) Salaries of first-level supervisors in the field if such charges are excluded from overhead rates in Option 

A of Section I I I . 
(3) Salaries and wages of technical employees temporarily assigned to and directly employed on the Joint 

Property i f such charges are excluded from overhead rates in Option B of Section I I I . 
(4) Salaries and wages of technical employees either temporarily or permanently assigned to and directly 

employed in the operation of the Joint Property i f such charges are excluded from overhead rates in 
Option C of Section I I L 

B. Operator's cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to 
the employees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this 
Section I I and Paragraph I A of Section I I I ; except that in the case of those employees only a pro rata portion 
of whose salaries and wages are chargeable to the Joint Account under Paragraph I A of Section I I I , not more 
than the same pro rata portion of the benefits and allowances herein provided for shall be charged to the Joint 
Account. 'Cost under this Paragraph 2B may be charged on a "when and as paid basis" or by "percentage 
assessment" on the amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this 
Section I I and Paragraph I A ' of Section H I . H percentage assessment is used, the rate shall be based on the 
Operator's cost experience. 

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are 
applicable to Operator's labor cost of salaries and wages chargeable to the Joint Account under Paragraphs 
2A and 2B of this Section I I and Paragraph I A of Section m . 

D. Reasonable personal expenses of those employees whose salaries and wages are chargeable to the Joint Ac­
count under Paragraph 2A of this Section I I and for which expenses the employees are reimbursed under 
Operator's usual practice. 

3. Employee Benefits 
Operator's current cost of established plans for employees* group life insurance, hospitalization, pension, retire­
ment, stock purchase, thrif t , bonus, and other benefit plans of a like nature, applicable to Operator's labor cost 
chargeable to the Joint Account under Paragraphs 2A and 2B of this Section I I and Paragraph I A of Section r n 
shall be chargeable as indicated in the subparagraph selected below: 
A. [ ] Operator's actual cost. . 
B. [IQ Operator's actual cost not to exceed fifteen percent (15%). 

4. Material 
Material purchased or furnished by Operator for use on the Joint Property as provided under Section IV. So far 

. as i t is reasonably practical and consistent with efficient and economical operation, only such Material shall be 
purchased for or transferred to the Joint Property as may be required for immediate use; and the accumulation of 
surplus stocks shall be avoided. 

5. Transportation 
Transportation of employees and Material necessary for the Joint Operations but subject to the following limita­
tions: 
A. I f Material is moved to the Joint Property from the Operator's warehouse or other properties, no charge shall 

be made to the Joint Account for a distance greater than the distance from the nearest reliable supply store, 
recognized barge terminal, or railway receiving point where like material is normally available, unless 
agreed to by Operator and Non-Operators. 

B. I f surplus Material is moved to Operator's warehouse or other storage point, no charge shall be made to the 
Joint Account for a distance greater than the distance to the nearest reliable supply store, recognized barge 
terminal, or railway receiving point unless agreed to by Operators and Non-Operators. No charge shall be made 
to the Joint Account for moving Material to other properties belonging to Operator, unless agreed to by Operator 
and Non-Operators. 

C. In the application of Subparagraphs A and B above, there shall be no equalization of actual gross trucking 
costs of $100 or less. 

6. Services 
A. The cost of contract services and utilities procured from outside sources other than services covered by Para­

graph 8 of this Section I I and Paragraph IB of Section I I I . The cost of professional consultant services shall 
not be charged to the Joint Account unless agreed to by Operator and Non-Operators. 

B. Use and service of equipment and facilities furnished by Operator as provided in Paragraph 5 of Section IV. 
7. Damages and Losses to Joint Property 

Al l costs or expenses necessary for the repair or replacement of Joint Property made necessary because of damages 
or losses incurred by fire, flood, storm, theft, accident, or other cause, except to the extent that the damage or loss 
could have been avoided through the exercise of reasonable diligence on the part of Operator. Operator shall 
furnish Non-Operators written notice of damages or losses incurred as soon as practicable after a report thereof 
has been received by Operator. 

8. Legal Expense 
A l l costs and expenses of handling, investigating, and settling litigation or claims arising by reason of the Joint 
Operations or necessary to protect or recover the Joint Property, including, but not limited to, attorney's fees, 
court costs, cost of investigation or procuring evidence and amounts paid in settlement or satisfaction of any such 
litigation or claims; provided, (a) no charge shall be made for the services of Operator's legal staff or other reg­
ularly employed personnel (such services being considered to be Administrative Overhead under Section I I I ) , 
unless agreed to by Operator and Non-Operators, and (b) no charge shall be made for the fees and expenses of 
outside attorneys unless the employment of such attorneys is agreed to by Operator and Non-Operators. 

9. Taxes 
A l l taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation 
thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the 
Paities. 



10. Insurance 
Net premiums paid for insurance required to be carried on the Joint Property for the protection of the Parties. 
In the event Joint Operations arc conducted in a state in which Operator may act as self-insurer for Workmen's 
Compensation and/or Employers Liability under the respective state's laws. Operator may, at its election, include 
the risk under its self-insurance program and in that event, Operator shall include a charge therefor on the follow­
ing basis: 

11. Other Expenditures 
Any other expenditure not covered or dealt with in the foregoing provisions of this Section II, or in Section III , 
and which is incurred by the Operator for the necessary and proper conduct of the Joint Operations. 

HX INDIRECT CHARGES 

Operator may charge the Joint Account for indirect costs either by use of an allocation of district expense items plus 
the rate for administrative overhead, and plus the warehousing charges, all as provided for in Paragraph 1 of this Sec­
tion III or by combining all three of said items under the rates provided for in Paragraph 2 or 3 of this Section in , 
as indicated next below: 

OPERATOR SnALL CHARGE INDIRECT COSTS TO THE JOINT ACCOUNT UNDER THE TERMS OF: 
[ ] Paragraph 1. (District Expense, Administrative Overhead and Warehousing) 
[X] Paragraph 2. (Combined Rates - Well Basis) 
[ ] Paragraph 3. (Combined Rates - Percentage Basis) 

The cost and expense of services from outside sources in connection with matters of taxation, traffic, accounting or 
matters before or involving governmental agencies shall be considered as included in the overhead rates provided for 
in the above selected Paragraph of this Section IH unless such cost and expense are agreed to by Operator and Non-
Operators as a direct charge to the Joint Account. " 

THE OVERHEAD RATES PROVIDED FOR m ANY OF THE PARAGRAPHS SELECTED ABOVE 
A. [ ] shall fX] shall not include salaries and personal expenses of first-level supervisors in the field. 
B. [ ] shall fX] shall not include salaries, wages and personal expenses of technical employees temporarily as­

signed to and directly employed on the Joint Property. 
C. [XJ shall [ ] shall not include salaries, wages and personal expenses of technical employees either tempo- * 

rarily or permanently assigned to and directly employed in the operation of the Joint 
Property. 

1. District Expense, Administrative Overhead and Warehousing 
A. District Expense 

Operator shall charge the Joint Account with a pro rata portion of the salaries, wages and expenses of 
Operator's production superintendent and other employees serving the Joint Property and other properties 
of the Operator in the same operating area, whose time is not aUocated directly to the properties, and a pro 
rata portion of .the cost of maintaining and operating a production office known as Operator's 

office located at or near 
(or a comparable office if location changed); and necessary sub-offices (if any), maintained for the conven­
ience of the above-described office, and all necessary camps, including housing facilities for employees if 
required, used in connection with the operations of the Joint Property and other properties in the same 
operating area. The expense of, less any revenue from, such facilities may, at the option of Operator, include 
depreciation of investment or a fair monthly rental in lieu of depreciation. Such charges shall be apportioned 
to all properties served on some equitable basis consistent with Operator's accounting practice. 

B. Administrative Overhead 
Operator shall charge administrative overhead to the Joint Account at the following rates, which charge shall 
be in lieu of the cost and expense of all offices of the Operator not covered by Paragraph IA of this Section 
III, including salaries, wages and expenses of personnel assigned to such offices. Such charge shall be in addi­
tion to the salaries, wages and expenses of employees of Operator authorized to be charged direct as provided 
in Paragraphs 2 and 8 of Section II. Such charge shall be made on the basis indicated below, either (1) well 
basis or (2) percentage basis, at the rates shown thereunder. 
(1) [ ] Well Basis 

RATE PER WELL PER MONTH 
DRILLING WELL RATE PRODUCING WELL RATE 

(Use Total Depth) (Use Current Producing Depth) 
Well Depth Each Well First T i n Next Five All WelU Over Ten 

(2) [ ] Percentage Basis 
PERCENTAGE BASIS 

Development: 
Percent ( %) of the cost of development of the Joint Property exclusive of costs pro­

vided under Paragraph 8 of Section II and all salvage credits. 
Operating: 

Percent ( %) of the cost of operating the Joint Property exclusive of costs provided 
under Paragraphs 1 and 8 of Section II, all salvage credits, the value of injected substances purchased for 
secondary recovery and all taxes and assessments which are levied, assessed and paid upon the mineral 
interest in and to the Joint Property. 



C. Operator's Warehouse Operating and Maintenance Expense 
[ ] Included in district expense 
f>^) No charge either direct or indirect 
[ ] Percentage basis (describe ful ly) . 

2. Combined Hates - Well Basis 
Operator shall charge the Joint Account for the services covered by Paragraph 1 of this Section I I I on the basis 
indicated below: 

RATE PER WELL PER MONTH 
DRILLING WELL RATE PRODUCING WELL RATE 

(Use Total Depth) (Us* Current Producing Depth) 
Well Depth ~ Eoch Well First Five Next five ~ All Wells Over TeeT 

0 - 5,000' $ 700.00 $100.00 $ 85.00 $ 75.00 
5,000 - 12,000' 1,200.00 165.00 135.00 120.00 

3. Combined Rajtes - Percentage Basis 
Operator shall charge the Joint Account for the services covered by Paragraph 1 of this Section I I I on the basis 
indicated below: 

PERCENTAGE BASIS 
A. Development: 

.-_ Percent ( % ) of the cost of development of the Joint Property exclusive of costs pro­
vided under Paragraph 8 of Section I I and all salvage credits. 

B. Operating: 
Percent ( % ) of the cost of operating the Joint Property exclusive of costs provided 

under Paragraphs 1 and 8 of Section I I , all salvage credits, the value of injected substances purchased for 
secondary recovery and all taxes and assessments which are levied, assessed and paid upon the mineral 
interest in and to the Joint Property. 

4. Application of Administrative Overhead or Combined Rates - Well Basis 
The following limitations, instructions and charges shall apply in the application of the rates as provided under 

either Paragraph IB (1) or Paragraph 2 of this Section I I I . 
A. Charges for drilling wells shall begin on the date each well is spudded and terminate on the date the drilling or 

completion rig is released, whichever is later, except that no charge shall be made during the suspension of 
drilling operations for fifteen (15) or more consecutive days. 

B. The status of wells shall be as follows: 
(1) Producing gas wells, injection wells for recovery operations, water supply wells utilized for waterflood­

ing operations and salt water disposal wells shall be considered the same as producing, oil wells. 
(2) Wells permanently shut down but on which plugging operations are deferred shall be dropped from the 

well schedule at the time the shutdown is effected. Any well being plugged or produced during any 
portion of the month shall be considered as a producing well for the entire month. 

(3) Wells being plugged back, drilled deeper, converted to a source or input well, or which are undergoing 
any type of workover that requires the use of a drilling rig or workover rig capable of drilling shall 
be considered the same as drilling wells. 

(4) Temporarily shut-down wells, which are not produced or worked upon for a period of a fu l l calendar 
month, shall not be included in the well schedule, provided however, wells shut in by governmental 
regulatory body shall be included in the well schedule only in the event the allowable production is 
transferred to some other well or wells on the Joint Property. In the event of a unit allowable, shut-in 
wells shall be counted in determining the charge hereunder for such month if said wells contribute allow­
able production that is actually produced during such month from one or more unit wells as a result of 
allowable transfer, inclusion in the unit allowable or other circumstances, but the total shut-in well count 
shall be limited to the minimum number of shut-in wells necessary to provide the contributed allowable 
actually produced during the month. 

(5) Gas wells shall be included in the well schedule if directly connected to a permanent sales outlet even 
though temporarily shut in due to overproduction or failure of purchaser to take the allowed production. 

(6) Wells completed in multiple horizons, shall be considered as a producing well for each separately pro­
ducing horizon, providing each completion is considered'a separate well by governmental or other state­
wide regulatory authority. 

C. The well rates for producing wells shall be applied to the individual leases; provided that, whenever leases 
covered by this agreement are operated as a unitized project, the well rates shall be applied to the total 
number of producing wells, irrespective of individual leases. 

D. The well rates shall be adjusted as of the first day of April each year following the effective date of the 
agreement to which this Accounting Procedure is attached. The adjustment shall be computed by multiplying 
the rate currently in use by the percentage increase or decrease in the average weekly earnings of Crude 
Petroleum and Gas Production Workers for the last calendar year compared to the preceding calendar year 
as shown by "The Index of Average Weekly Earnings of Crude Petroleum and Gas Production Workers" 
as published by the United States Department of Labor, Bureau of Labor Statistics, or the equivalent Canadian 
Index as published by the Dominion Bureau of Statistics, as applicable. The adjusted rates shall be the 
rates currently in use, plus or minus the computed adjustment. 

5. Application of Administrative Overhead or Combined Rates - Percentage Basis 
For the purpose of determining charges on a Percentage Basis under Paragraph IB (2) or Paragraph 3 of this 
Section I I I , Development shall include all costs in connection with drilling, redrilling, deepening or any remedial 
operations on any or all wells involving the use of drilling crew and equipment; also, preliminary. expenditures 
necessary in preparation for drilling and expenditures incurred in abandoning when well is not completed as a 
producer; and original cost of construction or installation of fixed assets, the expansion of fixed assets and any 
other project clearly discernible as a fixed asset, except Major Construction as defined in Paragraph 6 of this 
Section I I I . Al l other costs shall be considered as Operating. 

6. Major Construction Overhead 
For tlic construction of compressor plants, water stations, secondary recovery systems, drilling and production 
platforms, salt water disposal facilities, and other such projects, as distinguished from the more usual drilling 
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and prodiKnig operations. Operator in addition to the Administrative Overhead or Combined Rates provided for in 
Paragraph 1, 2 or 3 of this Secton I I I shall cither negotiate a rate prior to beginning of construction or shall charge 
the Joint Account with an additional overhead charge as follows: 
A. Total cost less than $25,000, no charge. *To be n e g o t i a t e d 
B. Total cost more than $25,000, but less than $100,000, * % of total cost. 
C. Total cost of $100,000 or more, * % of the first $100,000 plus * % of all over $100,000 

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

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

Si 

IV. BASIS OF CHARGES TO JOINT ACCOUNT 

Subject to the further provisions of this Section IV, Operator wi l l procure all Material and services for the Joint 
Property. At the Operator's option, Non-Operators may supply Material or services for the Joint Property. 

1. Purchases 
Material purchased and service procured shall be charged at the price paid by Operator after deduction of all 
discounts actually received. 

2. Material furnished from Operator's Warehouse or Other Properties 
A. New Material (Condition "A") 

(1) Tubular goods, except line pipe, shall be priced on a maximum carload and/or barge load weight basis 
regardless of quantity transferred and equalized to the lowest prevailing price f.o.b. railway receiving 
point or recognized barge terminal nearest the Joint Property where such Material is normally avail­
able effective at date of transfer. 

(2) Line pipe shall be priced at the current replacement cost effective at date of transfer from a reliable 
supply store nearest the Joint Property where such Material is normally available if the movement is 
less than 30,000 pounds. I f the movement is 30,000 pounds or more, it shall be priced on the same 
basis as casing and tubing under Subparagraph (1) of this paragraph. 

(3) When the Operator has equalized actual hauling costs as provided for in Paragraph 5 of Section U, 
Operator is permitted to include ten cents (10^) per hundred-weight on all tubular goods furnished 
from his stocks in lieu of loading and unloading costs sustained. 

(4) Other Material shall be priced at the current replacement cost of the same kind of Material, effective 
at date of movement and f.o.b. the supply store or railway receiving point nearest the Joint Property 
where Material of the same kind is normally available. 

(5) The Joint Account shall not be credited with cash discounts applicable to prices provided for in this 
Paragraph 2 of Section IV. 

B. Used Material (Condition "B" and "C") 
(1) Material in sound and serviceable condition and suitable for reuse without reconditioning, shall be 

classified as Condition "B" and priced at seventy-five per cent (75%) of the current price of new 
Material. 

(2) Material which is not suitable for its original function until after reconditioning shall be furnished to 
the Joint Account under one of the two methods defined below: 
(a) Classified as Condition "B" and priced at seventy-five per cent (75%) of the current price of new 

Material. The cost of reconditioning shall be absorbed by the Operator of the transferring property. 
(b) Classified as Condition "C" and priced at fifty per cent (50%) of current price of new Material. 

The cost of reconditioning also shall be charged to the receiving property, provided Condition 
"C" value, plus cost of reconditioning, does not exceed Condition "B" value. 

(3) Obsolete Material or Material which cannot be classified as Condition " B " or Condition "C" shall be 
priced at a value commensurate with its use. Material no longer suitable for its original purpose but 
usable for some other purpose, shall be priced on a basis comparable with that of items normally used 
for such other purpose. 

(4) Material involving erection costs shall be charged at applicable percentage of the current knocked-down 
price of new Material. 

3. Premium Prices 
Whenever Material is not readily obtainable at prices specified in Paragraphs 1 and 2 of this Section IV because 
of national emergencies, strikes or other unusual causes over which the Operator has no control, the Operator 
may charge the Joint Account for the required Material at the Operator's actual cost incurred in procuring such 
Material, in making it suitable for use, and in moving it to the Joint Property, provided, that notice in writing 
is furnished to Non-Operators of the proposed charge prior to billing Non-Operators for such Material. Each 
Non-Operator shall have the right, by so electing and notifying Operator within 10 days after receiving notice 
from Operator, to furnish in kind all or part of his share of such Material suitable for use and acceptable to 
Operator. 

4. Warranty of Material Furnished by Operator 
Operator does not warrant the Material furnished. In case of defective Material, credit shall not be passed 
to the Joint Account until adjustment has been received by Operator from the manufacturers or their agents. 

5. Equipment and Facilities Furnished by Operator 
A. Operator shall charge the Joint Account for use of equipment and facilities at rates commensurate with • 

cost of ownership and operation. Such rates shall include cost of maintenance, repairs, other .onrr/iiing 
expense, insurance, taxes, depreciation, and interest on investment not to exceed x̂ X-X per cent x x x x ' p e r 
annum, provided such rates shall not exceed those currently prevailing in the immediate area within which 
the Joint Property is located. In lieu of rates based on costs of ownership and operation of equipment, other 
than automotive. Operator may elect to use commercial rates prevailing in the area of the Joint Property 
less 20%; for automotive equipment, rates as published by the Petroleum Motor Transport Association 
may be used. Rates for laboratory services shall not exceed those currently prevailing if performed by 
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outside service laboratories. Rates for trucks, tractors and well service units may include wages and ex­
penses of operator. 

B. Whenever requested, Operator shall inform Non-Operators in advance of the rates it proposes to charge. 
C. Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient. 

V. DISPOSAL OF MATERIAL 

The Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus 
Condition "A" or "B" Material. The disposition of surplus Controllable Material, not purchased by Operator, shall 
be agreed to by Operator and Non-Operators, provided Operator shall dispose of normal accumulations of junk and 
scrap Material either by transfer or sale from Joint Property. 

1. Material Purchased by fhe Operator or Non-Operators. 
Material purchased by either the Operator or Non-Operators shall be credited by the Operator to the Joint Account 
for the month in which the Material is removed by the purchaser. 

2. Division in Kind 
Division of Material in kind, i f made between Operator and Non-Operators, shall be in proportion to the respective 
interests in such Material. The Parties wi l l thereupon be charged individually with the value of the Material 
received or receivable. Proper credits shall be made by the Operator to the Joint Account. 

3. Sales to Outsiders 
Sales to outsiders of Material from the Joint Property shall be credited by Operator to the Joint Account at the 
net amount collected by Operator from vendee. Any claim by vendee related to such sale shall be charged back 
to the Joint Account if and when paid by Operator. 

V I . BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT 

Material purchased by either Operator or Non-Operators or divided in kind, unless agreed to by Operator and Non-
Operators shall be priced on the following basis: 

1. New Price Defined 
New price as used in this Section V I shall be the price specified for new Material in Section IV. 

2. New Material 
New Material (Condition " A " ) , being new Material procured for the Joint Property but never used, at one* 
hundred per cent (100%) of current new price (plus sales tax if any). 

3. Good Used Material 
Good used Material (Condition "B") , being used Material in sound and serviceable condition, suitable for reuse 
without reconditioning: 
A. At seventy-five per cent (75%) of current new price if Material was charged to Joint Account as new, or 
B. At sixty-five per cent (65%) of current new price i f Material was originally charged to the Joint Account 

as secondhand at seventy-five per cent (75%) of new price. 
4. Other Used Material 

Used Material (Condition "C"), at f if ty per cent (50%) of current new price, being used Material which: 
A. Is not in sound and serviceable condition but suitable for reuse after reconditioning, or 
B. Is serviceable for original function but not suitable for reconditioning. 

5. Bad-Order Material 
Material (Condition "D") , no longer suitable for its original purpose without excessive repair cost but usable for 
some other purpose at a price comparable with that of items normally used for such other purpose. 

6. Junk Material 
Junk Material (Condition "E"), being obsolete and scrap Material, at prevailing prices. 

7. Temporarily Used Material 
When the use of Material is temporary and its service to the Joint Property does not justify the reduction in 
price as provided for in Paragraph 3B of this Section V I , such Material shall be priced on a basis that will leave 
a net charge to the Joint Account consistent with the value of the service rendered. 

V n . INVENTORIES 

The Operator shall maintain detailed records of Controllable Material. 

1. Periodic Inventories, Notice and Representation 
At reasonable intervals, inventories shall be taken by Operator of the Joint Account Controllable Material. 
Written notice of intention to take inventory shall be given by Operator at least thirty (30) days before any 
inventory is to begin so that Non-Operators may be represented when any inventory is taken. Failure of 
Non-Operators to be represented at an inventory shall bind Non-Operators to accept the inventory taken by 
Operator. 

2. Reconciliation and Adjustment of Inventories 
Reconciliation of inventory with the Joint Account shall be made, and a list of overages and shortages shall be 
furnished to the Non-Operators. Inventory adjustments shall be made by Operator with the Joint Account for 
ovc:<!:;os and shortages, but Operator shall be held accountable to Non-Operators only for shortages due to lack 
of re: enable diligence. 

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

4. Expense of Conducting Periodic Inventories 
The expense of conducting periodic inventories shall not be charged to the Joint Account unless agreed to by 
Operator and Non-Operators. 



EXHIBIT "D" 

ATTACHED TO AND MADE A PART OF 
STONEWALL UNIT OPERATING AGREEMENT " 

ENTERED INTO AS OF NOVEMBER 1, 1973, 
BETWEEN YATES PETROLEUM CORPORATION, AS 

OPERATOR, AND THE NON-OPERATORS 

ADDITIONAL INSURANCE PROVISIONS 

Operator, during the term of thi s agreement, s h a l l carry 
insurance for' the benefit and at the expense of the parties hereto, 
as follows: 

(A) Workmen's Compensation Insurance as contemplated by the 
laws of the state in which operations w i l l be conducted, 
'and Employers* L i a b i l i t y Insurance with l i m i t s of not l e s s 
than $100,000.00 per employee; 

(B) Public L i a b i l i t y (Bodily Injury) Insurance with l i m i t s of 
not l e s s than $250,000.00 for each person, and $500,000.00 
for each accident, and Public L i a b i l i t y (Property Damage) 
Insurance with l i m i t s of $100,000.00 for one accident and 
$100,000.00 for any number of accidents; 

(C) Automobile Public L i a b i l i t y Insurance covering a l l auto­
motive equipment used under thi s agreement, with l i m i t s 
of not l e s s than $250,000.00 for bodily injury for one 
person and $500,000.00 for more than one person in any one 
accident, and $50,000.00 for property damage in any one 
accident. ( I f automotive equipment used i s -owned exclusively 
by Operator, no charge w i l l be made to the j o i n t account for 
premiums for thi s coverage except as provided in Section IV, 
Paragraph 5 of the Accounting Procedure - Exhibit "C".) 

Except as authorized by Section 26 and by thi s Exhibit "D", Operator 
s h a l l not make.any charge to the j o i n t account for insurance premiums. 
Losses not covered by Operator's insurance (or by insurance required 
by this agreement to be carried for the benefit and at the expense 
of the parti e s hereto) s h a l l be charged to the j o i n t account. 



CAMPBELL 8 BLACK, P A. 
L A W Y E R S 

J A C K M . C A M P B E L L 

B R U C i : D . B L A C K 

M I C H A E L B . C A M P B E L L 

W I L L I A M F. C A R R 

B R A D F O R D C . B E R G E 

J . S C O T T H A L L 

P E T E R N . I V E S 

J O H M H . B E M I S 

HAND DELIVERED 

G U A D A L U P E P L A C E 

S U I T E I - I I O N O R T H G U A D A L U P E 

P O S T O F F I C E B O X 2 2 0 S 

SANTA FE. NEW MEXICO 87504-2208 

T E L E P H O N E : ( S O S ) 9 3 3 - 4 4 2 1 

T E L E C O P I E R : ( 5 0 5 I 9 8 3 - 6 0 4 3 

A p r i l 22, 1986 

R. L. Stamets, Direct o r 
O i l Conservation D i v i s i o n 
New Mexico Department of 
Energy and Minerals 

State Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87501 

Re: Case No. 8818: A p p l i c a t i o n o 
Corporation f o r a Pressure Ma 
Eddy County, New Mexico. 

Dear Mr. Stamets: 

AhrzTms 
OIL CONSERVATION DIVISION 

f Yates Petroleum 
intenance Project, 

Following our conversation of t h i s date, I have reviewed the 
problems w i t h the a p p l i c a t i o n of Yates Petroleum Corporation i n 
the above-referenced case, and am authorized to request on behalf 
of Yates Petroleum Corporation t h a t t h i s case be readvertised as 
an a p p l i c a t i o n f o r s a l t water disposal w e l l . I f the matter could 
be included on the Examiner hearing docket scheduled f o r May 14, 
1986, i t would be appreciated inasmuch as Yates has immediate 
need f o r t h i s w e l l . 

I t i s f u r t h e r our understanding that i f there i s no objec­
t i o n or opposition t o t h i s a p p l i c a t i o n at the May 14 hearing, the 
record of the February 5, 1986 hearing w i l l be incorporated i n t o 
t h i s case by reference and the case taken under advisement. 

Your a t t e n t i o n t o t h i s matter i s appreciated. 

Velry t r u l y yours, 

William F. Carr 

WFC/cv 

cc: Mr. Randy Patterson 



CAMPBELL 8 BLACK, P.A. 
L A W Y E R S 

G U A D A L U P E P L A C E 

S U I T E I - I I O N O R T H G U A D A L U P E 

P O S T O F F I C E B O X 2 2 0 S 

SANTA FE. NEW MEXICO 87504-2208 

T E L E P H O N E : 1 5 0 5 ) 9 8 8 - 4 4 2 1 

T E L E C O P I E R : ( 5 0 5 ) 9 8 3 - 6 0 4 3 

May 13, 1986 

HAND DELIVERED 

Richard L. Stamets, Di r e c t o r 
O i l Conservation D i v i s i o n 
New Mexico Department of 
Energy and Minerals 

Post O f f i c e Box 2088 
Santa Fe, New Mexico 87501 

Re: O i l Conservation D i v i s i o n Case 8818: Ap p l i c a t i o n of 
Yates Petroleum Corporation f o r Salt Water Disposal, 
Eddy County, New Mexico. 

Dear Mr. Stamets: 

Yates Petroleum Corporation hereby requests that the 
above-referenced case scheduled f o r hearing on May 14, be 
continued t o the Examiner hearings scheduled f o r May 28, 1986. 

Your a t t e n t i o n to t h i s request i s appreciated. 

Very t r u l y yours, 

William F. Carr 

WFC/cv 

JACK M. CAMPBELL 
BRUCE D. BLACK 

MICHAEL B CAMPBELL 
WILLIAM F. CARR 

BRADFORD C. BERGE 
J . SCOTT HALL 
PETE:R N. IVES 

JOHM H. BEMIS 

RECEIVED 

MAY 1 3 1986 

OIL CONSERVATION DIVISION 

4 

cc: Mr. Randy Patterson 



OFFICE PHONE 746-9336 HOME PHONE 746-9056 

ROBERT E. BOLING 
EXPLORATION CONSULTANT 

305 SOUTH FIFTH STREET 

Al^hESIA, NEW MEXICO - 88210 

\ . ; • June 6, 1986 

• Al: 
2AZ 

New Mexico Oil Conservation Division 
P. 0. Box 2088 
Santa Fe, New Mexico 87504-2088 

Attention: Mr. Michael E. Stogner 

Re: Case No. 8818, at June 12, 
1986 hearing 

Gentlemen: 

This i s to advise that I plan to object to the disposal of produced 
salt water into the No. 1 Stonewall "YE" well, 1650' FS & 1980' FEL of 
Section 30, T20S R28E, Eddy County, New Mexico. I t i s respectfully 
requested that the case be set for hearing on June 12, 1986. 

cc: Yates Petroleum Corporation 
105 South Pourth Street 
Artesia, New Mexico 88210 

Mr. Ernest Padilla 
P. 0. Box 2523 
Santa Fe, New Mexico 87504 

Yours very t r u l y , 

REB:scp 



STATE OF NEW MEXICO 

ENERGY AND MINERALS DEPARTMENT 
OIL CONSERVATION DIVISION 

TONEY ANAYA 
GOVERNOR 

J u l y 28, 1986 

POST OFFICE BOX 2088 
STATE LAND OFFICE BUILDING 
SANTA FE. NEW MEXICO 87501 

(9051827-5800 

Re: CASE NO. 8818 
ORDER NO. R-8265 

A p p l i c a n t : 

Yates Petroleum Corporation 

Dear Sir: 

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

R. L. STAMETS 
Director 

Mr. William F. Carr 
Campbell & Black 
Attorneys at Law 
Post Office Box 2208 
Santa Fe, New Mexico 

RLS/fd 

Copy of order also sent to: 

Hobbs OCD x 

Artesia OCD x 
Aztec OCD 

Other Ernest L. Padilla 



STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 
DIL CONSERVATION DIVISION 

GARREY CARRUTHERS POST OFFICE BOX 208B 
STATE LAND OFFICE BUILDING 

SANTA FE, NEW MEXICO 87504 
(505)827-5800 

GOVERNOR 

December 3, 1987 

Yates Petroleum Corporation 
105 South Fourth Street 
Artesia, NM 88210 

Attention: James S. Brown 

RE: Injection Pressure Increase 
Stonewall wYE n State No. 1 
Eddy County, New Mexico 

Dear Sir: 

Reference is made to your request dated November 20, 1987, 
to increase the surface injection pressure on the Stonewall 
ffYEn State Well No. 1. This request is based on a step 
rate test conducted on this well on November 17, 1987. The 
results of this test have been reviewed by my staff and we 
feel an increase in injection pressure on this well is 
justified at this time. 

You are therefore authorized to increase the surface 
injection pressure on the following well: 

1650 FSL & 1980 FEL (Unit J) 
Section 30, Township 20 South, 
Range 28 East, NMPM, Eddy County, 
New Mexico 

The Division Director may rescind this injection pressure 
increase i t i s becomes apparent that the injected water is 
not being confined to the injection zone or is endangering 
any fresh water aquifers. 

Sincerely, . f 

WELL & LOCATION MAXIMUM INJECTION 
SURFACE PRESSURE 

Stonewall "YE" State No. 1 670 PSIG 

William J. LeMay 

xc: OCD-Artesia 
D. McDonald 
D. Catanach 



0"E5 
PETROLEUM 
CDRPDRHTIDN 

J O H N A. Y A T E S 
V I C E P R E S I D E N T 

B. W. H A R P E R 

S E C . - T R E A S . 

S. P. Y A T E S 

PRESIDENT 

105 SOUTH FOURTH STREET 

ARTESIA, NEW MEXICO 88210 
TELEPHONE ( 5 0 5 ) 748-1471 

November 20, 1987 

Mr. David Catanach 
Energy and Minerals Department 
Oil Conservation Division 
P. 0. Box 2088 
Santa Fe, New Mexico 87501 

RE: Request for SWD Injection Pressure Increase 
Stonewall "YE" State #1 J Sec 30 T20S R28E 
Eddy County, New Mexico 
Order No. R-8265 

Dear Mr. Catanach: 

The subject well was limited to 519 psig surface in j e c t i o n pressure by Order 
No. R-8265. Pursuant to Rule 704-C, a step-rate test was conducted on November 
17, 1987, and was witnessed by Mr. Johnny Robinson of the Artesia D i s t r i c t Office. 
The test was done by B & D Well Testers, Hobbs, New Mexico (see attached report). 
The fracture pressure, as determined by B & D Well Testers, i s 720 psig surface 
flowing tubing pressure. 

Yates Petroleum Corporation respectively requests an increase i n the pressure 
l i m i t to 670 psig. 

Thank you for your consideration i n t h i s matter. 

James S. Brown 
Engineer 

Attachments 

xc: Mr. Mike Williams - NMOCD Artesia 

JSB/cvg 

Sincerely, 



Phone (505) 397-3914 

B & D WELL TESTERS 
Step Rate Test 

Hobbs, New Mexico 88240 

Company Yates Petroleum Test Date 11-17-87 

Unit 

Lease Stonewall " Y . E . " S t . 
Total Depth 3800 ' Plug Back TD Elevation Well # 1 

Csg size 5 V Wt 15.5* d Set at Perfs: From 2595 To 3685 Sec 30 Twp-Blk 20 RQe 28 
Tbg size 2 7 /8 wt Set at Perfs: From To County Eddy state New Mexico 

Producing thru Packer set at 2524 Co. Rep Jim Brown 

Time 
of 

Reading 

Elap 
Time 

Hrs. 

Well Information 

Remarks 
Time 

of 
Reading 

Elap 
Time 

Hrs. 

Rate 
BBLS 

Per 
Day 

Total 
BBLS 
Per 
Rate 

Surface 
PSIG 

Surface 
PSI Cor 

for 
Friction 

BHP Remarks 

8:45 S . I . 370 

9:00 S t a r t 180 370 
9:05 180 390 
9:10 180 395 T o t a l BBLS 

9:15 :15 180 1.8 400 1.8 

9:20 • 670 410 
9:25 670 410 
9:30 :30 670 6 .7 415 8 .5 

9:35 1000 430 
9:40 1000 430 

9:45 :45 1000 10 .5 435 - 9 426 19.4 

9:50 1500 460 

9:55 1500 470 

10:00 1:00 1500 15.6 470 - 17 453 35.0 

10:05 2000 500 

10:10 2000 510 
10:15 1:15 2000 20.6 515 - 33 482 55.6 

10:20 2500 535 

10:25 2500 540 

10:30 1:30 2500 26 .0 540 - 46 494 81 .6 

10:35 3000 575 

10:40 3000 610 

10:45 1:45 3000 31.2 620 - 60 560 112.8 

10:50 3500 655 

10:55 3500 670 

11:00 2:00 3500 36.4 680 - 85 595 149.3 

11:05 4000 695 

11:10 4000 710 

11:15 2:15 4000 41 .6 710 -106 604 190.9 

See Pag< ! #2 

u 



Phone (505) 397-3914 

B & D WELL TESTERS 
Step Rate Test Page #2 

Hobbs, New Mexico 88240 

Company Yates Petroleum Test Date 11 -17 -87 

Unit 

Lease Stonewall " Y . E . " St . 

Total Depth 3800 ' Plug Back TO Elevation Well* l 

Csg size 5 V Wt 15.5# d Set at Perfs: From 2595 To 3685 Sec 30 Twp-Blk 20 Rge 28 

Tbg size 2 7 /8 wt Set at Perfs: From To County Eddy State New Mexico 

Producing thru Packer set at 2524 Co. Rep Jim Brown 

Time 
of 

Reading 

Elap 
Time 

Hrs. 

Well Information 

Remarks 
Time 

of 
Reading 

Elap 
Time 

Hrs. 

Rate 
BBLS 

Per 
Day 

Total 
BBLS 
Per 

Rate 

Surface 
PSIG 

Surface 
PSI Cor 

for 
Friction 

BHP Remarks 

11:20 4500 750 

11:25 4500 760 T o t a l BBLS 
11:30 2:30 4500 46 .8 770 -134 636 237.7 

11:35 5000 795 

11:40 5000 810 
11:45 2:45 5000 52.0 810 -166 644 289.7 

11:50 5500 850 

11:55 5500 860 
12:00 3r00 5500 57.3 860 -195 665 346.9 

12:05 6000 890 
12:10 6000 900 

12:15 3:15 6000 62 .5 910 -225 685 409.4 

End Tes 

12:16 5 min ite f a l l o f f 720 

12:17 700 

12:18 660 
12:19 640 

12:20 620 






