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Nearburg Producing Company Page 1 of 2 
Exploration and Production 

Dallas, Texas 

AUTHORITY FOR EXPENDITURE 

LEASE: Scogglns Draw 27 Federal WELL #: 1 PROPOSED TOTAL DEPTH: 10,025' 

LOCATION: N/2 Section 27, T-18-S, R-27-E, Eddy County, New Mexico 

DESCRIPTION OF WORK: Drill and complete as a llowlng Morrow Sand gas well. 

DATE PREPARED: 2/4/92 EST. SPUD DATE: 6/1/92 EST. COMPLETION DATE: 7/15/92 

AFE NUMBER: 

INTANGIBLE COSTS: cape TO CSG PT CODE COMPLETION TOTAL WELL 
Drilling Footage - 10,025 @ $17.00/Ft 170,425 | | T | 1 : | 170,425 

Drilling Daywork - 5 Days @ $3900/Day 702 11,700 7,800 19,500 

Drilling Turnkey IIKI 0 

Blts.Stablllzers.Reamers Etc. §;:;!!!! 750 750 
Directional Services lf:705:: : 755 0 
Mud & Chemicals 30,000 30,000 
Fresh Water WWM 5,000 1,500 6,500 
Brine i:|::708;::* 10,000 10,000 
Fuel & OH ::?j,708:;: 759 0 
Cement Surface Casing 15,000 !f!f|f 15,000 
Cement Intermediate Casing 711 0 
Cement Produciion Casing , 712 782 25,000 25,000 

Cement - Other IMP 0 
Plug and Abandon 12,000 764 (12,000) 0 
Road & Location :: 715 •'. 12,000 |i:76|:l 1,500 13,500 

Survey 750 750 
Damages 2,500 Ifllll 2,500 
Open Hole Logging ::|{7i8/^ 35,000 788 35,000 

Testing :i!i7)|E; 10,000 769 2,500 12,500 
Coring & Analysis 720 1;;77oT 0 

Pulling and/br Swabbing Unit 721 771 12,000 12,000 

Case Hole Perforate & Wireline 15,000 15,000 

Acidizing and Fracturing Sftif. 773 25,000 25,000 

Field Supervision 9,000 4,500 13,500 

Mudlogglng Unit IllMl 10,000 776 10,000 

Geologist 726 1,200 776 1,200 

Engineering ;i|7?7i 2,100 900 3,000 

Equipment Rental 728 7,500 778 2,500 10,000 

Mlsc Labor : | |729| : 2,000 779 1,500 3,500 

Tubular Inspection and Testing 730 500 780 7,000 7,500 

Roustabout Labor ^73t; : . ; 781 0 

Supplies 'P732-: 500 782 500 1,000 

Insurance :li|i733'-?: 8,000 783 8,000 

Overhead 6,000 784 2,000 8,000 

Title Opinion 1,500 785 1,500 

Legal and Professional 2,500 ':.;;;786j:: 500 3,000 

Telephone 150 787 100 250 

Hauling and Trucking :ll;738::

:::i
: 2,500 :>788:) ; 3,500 6,000 

Fishing Tools i 4:1789; i 0 

Mud Engineer 740 :fi790V 0 

Csg Crew and LD Mach. 741 1,500 : : j79t; :; 9,000 10,500 
Mudlogger : 742^ 0 
Reverse Unit and Tools 2,000 2,000 
SUBTOTAL 369,325 113,050 482,375 

Contingencies (10%) 36,933 11.305 48,238 

ESTIMATED TOTAL INTANGIBLES 406,258 124,355 530,613 

YATES PETROLEUM CORP. 

BEFORE THE COMMISSION 

NMOCD CASE NOS. 10467/10473 

DATEI 08/13/92 .De NOVO 

EXHIBIT NO. /4 



Nearburg Producing Company Page 2 of 2 
Exploration and Production 

Dallat, Texas 

AUTHORITY FOR EXPENDITURE 

LEASE: Scogglns Draw 27 Federal WELL #; 1 PROPOSED TOTAL DEPTH: 10,025' 

LOCATION: N/2 Section 27, T - 1 8 - S , R-27-E. Eddy County, New Mexico 

DESCRIPTION OF WORK: Drill and complete as a flowing Morrow Sand gas well. 

DATE PREPARED: 2/4/92 EST. SPUD DATE: 6/1/92 EST. COMPLETION DATE: 7/15/92 
AFE NUMBER: 

TANGIBLE COSTS: CODE TO CSG PT CODE COMPLETION TOTAL WELL 
Conductor Casing i^: 20l!j; 0 
Surface Casing 1350' 8-5/8" @ $12.00/Ft 16,200 202 16,200 
Intermediate Casing ',@$ . /Ft 203 0 
Production Csg 10,025' 4-1 /2 ' @ $8.70/Ft 206 87,218 87,218 
Tubing 9025' 2-3/8" @ $3.30/Ft 206 29,782 29,782 
Rods IIBII 0 
Pumping Unit 209 208 0 
Tanks 209 209 3,000 3,000 
Separators & Heater Treat. 210 210 0 
Well Head - Csg III© 4,500 lllfll 4,500 
Flow Lines :''.:/212 :;; ;p2l|i'|; 10,000 10,000 
Valves, Fittings & Connections jf213:!| ; : | : ; :21| i ' 5,000 5,000 
Packer 4,000 4,000 
Subsurface Pump 1;;

:215j.;: :|l| l5|;|:: 0 
Gas Meter 216 216 3,000 3,000 
Artificial Lift Equipment 217 217 0 
Compressor 218 218 0 
Production Unit : : 219;; 12,000 12,000 
Installation Costs 10,000 10,000 
LactUnlt i i i 226 : 226 0 
Vapor Recovery Unit i f M l ! 227 0 
Well Head - Tbg ;[ 321.;;' 221 10,000 10,000 
Elect. Installation 229 229 0 

ESTIMATED TOTAL TANGIBLES 20,700 174,000 194,700 

ESTIMATED TOTAL WELL COSTS 426,958 298,355 725,313 

APPROVAL OF THIS AFE CONSTITUTES APPROVAL OF THE OPERATOR'S OPTION TO CHARGE THE JOINT ACCOUNT WITH 

TUBULAR GOODS FROM OPERATOR'S WAREHOUSE STOCK AT THE RATES STATED ABOVE, OR LESS, UNLESS THE NON-

OPERATOR GIVES NOTIFICATION ON THIS FORM OF HIS INTENT TO FURNISH HIS PROPORTIONATE SHARE IN KIND. THIS 

AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREETO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

NPCAPPHOVAL BY DATE 

LAND: 

GEOLOGICAL: 

DRLG / PROD: 

FINANCIAL _ 

ENGINEERING: / j / t 

V U 
EXECUTIVE: ^ 

WI APPROVAL: COMPANY 

BY 

TITLE 

DATE 



Nearburg Producing Company Page 1 of 2 
Exploration and Production 

Da/las, Texas 

AUTHORITY FOR EXPENDITURE 

LEASE: Scogglns Draw 27 Federal WELL #: 1 PROPOSED TOTAL DEPTH: 10,025' 

LOCATION: N/2 Section 27, T -18 -S , R-27-E, Eddy County, New Mexico 

DESCRIPTION OF WORK: Drill and complete as a flowing Morrow Sand gas well. 

DATE PREPARED: 4/24/92 EST. SPUD DATE: 6/1/92 EST. COMPLETION DATE: 7/15/92 

AFE NUMBER: 

INTANGIBLE COSTS: : CODE TO CSG PT CODE COMPLETION TOTAL WELL 

Drilling Foolage - 10,025 @ $14.70/Ft w?& 147,368 75? 147,368 

Drilling Daywork - 5 Days @ $4300/Day 702 17,200 J: 752 ; 4,300 21,500 

Drilling Turnkey 703 n; 753 0 

Blts.Stablllzers.Reamers Etc. \ 704 : 750 750 

Directional Services 705 755 0 

Mud & Chemicals 706 20,000 756 20,000 

Fresh Waler 707 5,000 767. 1,500 6,500 

Brine 708 12,000 V 758 : 12,000 

Fuel & Oil 709 759 0 

Cement Surface Casing 710 12,000 760 12,000 

Cement Intermediate Casing 711 20,000 761 20,000 

Cement Production Casing 712 762 25,000 25,000 

Cemenl - Other 713 763 0 

Plug and Abandon 714 764 0 

Road & Location 10,000 765 1,000 11,000 

Survey 750 766 750 

Damages 717 1,500 767 1,500 

Open Hole Logging 718 19,000 768 19,000 

Testing 10,000 769 2,000 12,000 

Coring & Analysis 770 0 

Pulling and/or Swabbing Unit .>721; :: 771 7,200 7,200 

Case Hole Perforate & Wireline 772 10,000 10,000 

Acidizing and Fracturing 723 773 - 25,000 25,000 

Field Supervision 724 6,000 774 4,000 10,000 

Mudlogging Unit 10,000 775 10,000 

Geologist §i!72W 1,000 776 1,000 

Engineering 1,000 777 900 1,900 

Equipment Rental 728 7,500 778 2,500 10,000 

Mlsc Labor :f 72fl>;* 1,500 779 1,500 3,000 

Tubular Inspection and Testing 730 500 780 6,000 6,500 

Roustabout Labor 781 0 

Supplies 500 782 250 750 

Insurance 733 7,000 783 7,000 

Overhead 734 5,500 784 1,500 7,000 

Title Opinion 2,500 785 2,500 

Legal and Professional 736 2,500 786 2,500, 

Telephone 737 150 787 100 250 

Hauling and Trucking 738 2,500 788 2,500 5,000 

Fishing Tools " :739; : : 789 0 

Mud Engineer 740 790 0 

Csg Crew and LD Mach. 741 500 791 8,000 8,500 

Mudlogger 742 792 0 

Reverse Unit and Tools .••••74$ 793 1,200 1,200 

SUBTOTAL 323,468 105,200 428,668 

Contingencies 0 

ESTIMATED TOTAL INTANGIBLES 323,468 105,200 428.66B 

YATES PETROLEUM CORP. 
BEFORE THE COMMISSION 
NMOCD CASE NOS. 10467/10473 
DATE: 08/13/92 De Novo 
EXHIBIT NO. 



Nearburg Producing Company page 2 of 2 
Exploration and Production 

Dallas, Texas 

AUTHORITY FOR EXPENDITURE 

LEASE: Scogglns Draw 27 Federal WELL # : 1 PROPOSED TOTAL DEPTH: 10,025' 

LOCATION: N/2 Section 27, T - 1 8 - S , R - 2 7 - E , Eddy County, New Mexico 

DESCRIPTION OF WORK: Drill and complete as a flowing Morrow Sand gas well. 

DATE PREPARED: 4/24/92 EST. SPUD DATE: 6/1/92 EST. COMPLETION DATE: 7/15/92 

AFE NUMBER: 

TANGIBLE COSTS: : ; :c60E: TO CSG PT COPE COMPLETION TOTAL WELL 
Conductor Casing 201 0 

Surface Casing 350' 13-3/8" @ $17.00/Ft 202 5,950 202 5,950 

Intermediate Casing 1350' @ $8.50/Ft 

Production Csg 10,025' 5-1/2" @ $6.50/Ftf l 

203 11,475 203 11,475 Intermediate Casing 1350' @ $8.50/Ft 

Production Csg 10,025' 5-1/2" @ $6.50/Ftf l 
f _ 

205 205 65,165 65,165 

Tubing 9800' 2-3/8" @ $2.50/Ft j M , * " ' * :||g06|i; 206 24,500 24,500 

Rods 207 207 0 

Pumping Unit 208 0 

Tanks 209 : 209 .•: 3,000 3,000 

Separators & Heater Treat. ' i : 21 o. ' . 0 

Well Head - Csg §':lifi 2,500 211 2,500 

Flow Lines 212 212 2,500 2,500 

Valves, Fittings & Connections 213 2,500 2,500 

Packer 214 3,000 3,000 

Subsurface Pump 215 0 

Gas Meter 216 216 2,000 2,000 

Artificial Lift Equipment 217 217 0 

Compressor 218 218 0 

Production Unit 219 219 10,000 10,000 

Installation Costs 225 225 5,000 5,000 

Lact Unit |ii226ll;; 228 0 

Vapor Recovery Unit M;*:227 \* 227 0 

Well Head - Tbg 221 221 10,000 10,000 

Elect. Installation 229 229 0 

ESTIMATED TOTAL TANGIBLES 19,925 127,665 147,590 

ESTIMATED TOTAL WELL COSTS 343,393 232,865 576,258 

APPROVAL OF THIS AFE CONSTITUTES APPROVAL OF THE OPERATORS OPTION TO CHARGE THE JOINT ACCOUNT WITH 

TUBULAR GOODS FROM OPERATOR'S WAREHOUSE STOCK AT THE RATES STATED ABOVE, OR LESS, UNLESS THE NON-

OPERATOR GIVES NOTIFICATION ON THIS FORM OF HIS INTENT TO FURNISH HIS PROTOFtTIONATE SHARE IN KIND. THIS 

AFE IS ONLY AN ESTIMATE. BY SIGNING YOU AGREETO PAY YOUR SHARE OF THE ACTUAL COSTS INCURRED. 

NPCAPPBOVAL DAIE 

LAND: 

GEOLOGICAL: 

DRLG /PROD: 

FINANCIAL 

ENGINEERING: 

EXECUTIVE: 

WI APPROVAL: COMPANY 

BY 

TITLE 

DATE 



T E S 
PETROLEUM 
CORPORATION 

AUTHORITY FOR EXPENDITURE 

NEW DRILLING 
AF-E DATE [ 3 - 2 4 - 9 2 

105 SOUTH FOURTH STREET 

ARTESIA, NEW MEXICO 88210 
TELEPHONE ( 5 0 5 ) 748-1471 

Objective 
Oil 

X Gas 

"ype of Well 
Development 

X Exploratory 

AFE STATUS: 
Original 

Revised 

Final 

LEASE NAME Chalk AKH Federa l #2 PROJ'D DEPTH 10025' . 
COUNTY Eddy STATE New Mexico 
LEGAL DESC. Sec. 27-T18S-R27E LOCATION 660'N & 1330 ' /E 
FIELD HORIZON Morrow 

DIVISION CODE 100 DIVISION NAME Oil & Gas Division 
DISTRICT CODE DISTRICT NAME 
BRANCH CODE BRANCH NAME 

INTANGIBLE DRILLING COSTS: DRY HOLE COMP'DWELL 

TOTAL INTANGIBLE DRILLING COSTS 

TANGIBLE EQUIPMENT COSTS: 
359900 443600 

APPROVAL OF Tl IIS AFE COSTITUTES APPROVAL OF THE OPERATOR'S OPTION TO CHARGE THE JOINT ACCOUNT 
WITH TUBULAR GOODS FROM THE OPERATOR'S WAREHOUSE STOCK AT THE RATES STATED ABOVE. 

920-100 Staking, Permit & Legal Fees 800 800 
920-110 Location, Right-of-Way 15000 15000 
920-120 Drilling, Footage ,2Qm.5.L£JlllLt 170500 170500 
920-130 Drilling, Daywork 5 days g $4400/day 22000 22000 
920-140 • Drilling Water, Fasline Rental 17000 17000 
920-150 Drilling Mud & Additives 20000 20000 
920-160 Mud Logging Unit, Sample Bags 9800 9800 
920-170 Cementing - Surface Casing 26000 26000 
920-180 Drill Stem Testing, OHT 25000 25000 
920-190 Electric Logs & Tape Copies 20000 20000 
920-200 Tools & Equip. Rnll., Trkg. & Welding 20000 20000 
920-210 Supervision & Overhead 12000 12000 
920-220 Contingency - -

920-230 Coring, Tools & Service - — 

920-240 Bits, Tool & Supplies Purchase 1800 1800 
920-350 Cementing - Production Casing - 30000 
920-410 Completion Unit - Swabbing — 6000 
920-420 Water for Completion - 1200 
920-430 Mud & Additives for Completion - 1000 
920-440 Cementing • Completion -
920-450 Elec. Logs, Testing, Etc. - Completion - 7500 
920-460 Tools & Equip. Rental, Etc. - Completion - 8000 
920-470 Stimulation for Completion - 25000 
920-480 Supervision & O/H - Completion - 2000 
920-490 Additional LOC Charges - Completion - 1800 
920-510 Bits, Tools & Supplies - Completion - 1200 
920-500 Contingency for Completion - -

930-010 Christmas Tree & Wellhead 1200 14000 
930-020 Casing 8-578" g 3.8Q0' 17000 17000 

5 - 1 / 2 " @ 10225' - 67700 
930-030 Tubing 2 - 7 / 8 " @ 9800' - 27500 
930-040 Packer & Special Equipment - -
930-500 Contingency - -

940-010 Pumping Equipment - — 
940-020 Storage Facilities - 12000 
940-030 Separation Equip., Flowlines, Misc. - 16000 
940-040 Trucking & Construction Costs - 10000 

TOTAL TANGIBLE EQUIPMENT COSTS 18200 164200 
TOTAL COSTS 378100 ! / 607800 

Prepared Operations 
By Approval . 

OWNER SHARE 
YATES EfcyROLE#jtf CORPORATION 

YATES PETROLEUM CORP. 
BEFORE THE COMMISSION 
NMOCD CASE NOS. 10467/10473 
DATE: 08/13/92 De Novo 
EXHIBIT NO. /5~* 

10.50000% 

5.25000% 

5.25000% 

5.25000% 

tern HUB (rw 17/11) 



Chalk AKH Fed. Com. #2 AFE No. 92-112-0 
Sec. 27, T18S-R27E Date: 3-24-92 
Eddy County, New Mexico Page 2 

SHARE: 

H. M. BETTIS, INC. 2.91375% 

By Date 

TURNCO, INC. 2.91375% 

By Date 

L. E. OPPERMANN 1.16550% 

By Date 

BETTIS BROTHERS, INC. 10.50700% 

By Date 

M. CRAIG CLARK 3.12500% 

By Date 

DAVID W. CROMWELL 3.12500% 

By Date 

NEARBURG EXPLORATION COMPANY 

By Date 

50.00000% 



vW--- • -:•i-Xi^^'^j^PailyDrillinyBeport- • 

Well name and number $ £ _ O ^ C ^ - Q - ^ "fc»gJXuJ gu."rog^t--ty,v_ t o ^ v - * &' 
CSG 

@ 
Dale 

Oays since spud Status 

-0 A • I Indicators: SD, LOG, ST, F, PROB 
AFE number Oaily cost C i i M | Turnkey ^ a , 4 ~ 

CSGPT Oala 

M u d Typ» 
Properties t i *^0 

wt. Vis PV YP Gels AP1WL HTHP PM 

1 "n / 
CHL Total hardness O/W ratio ES % Oil SSO MBT 

»/BBL 
% Total Sid. 

%LGS % HGS »/BBL BEN n/BBL OS LCM 

•7B8L 
M. Cake 

/32 
Materials used last 24 hrs. Mud Log Data Solids Control Equipment 

BBLS. Water - r ^ - r q - . -QUr 

- • • -
Pore Dress SYS Vol bbls SYS erf S 

C~*r\__ : SX@J sxas. BG gas Shakers screen size ••• / 

p A f f d L SX@S : SX@S Conn gas D-Sander hrs 

- t_»^ "= 7- SX@S SX@S Trip gas D-Silter hrs 

: SX@$ sx@$ Max gas — Mud cleaner hrs 

Inventory Shale density Screen s i t * 

Bante 

— - • — 
Lithoiogy Centrifuge a i nn 

Water . — - Centrifuge tt hrs 

Fuel 

Hydraulics " # i S u r v e y s ( u > , ™ r j 

Pump (Make and Model) ^ . 0 < L O - oJ. - c e o . . _ Meas-deotrt - - -- Angle om 

LS x SL x SPM ^ ' / 7 x \ x s - l C~ * !'4 * 
Slow rate (SPM/PSI) -' / / 

Press BHHP • - - -
AV:DP OC - j ^ JV 

ECO 9 CS. . - @ T 0 — • Frac grad @ CS' 

Bit record BOP 

Bit No. \ Depth out Test date 

Size - ' V£VU" Depth in Press 

Make F t .mads . .. tin - Sidetrack • Yes • No 

Type o | t r Hrs. drlg. -3 KOTMO 

Serial N o : — WOB S"^ KOTVO 

No. & Size Jets 3 - 1 i RPM _ loo PBTMD 

IADC code Condition PBTVD 

BHA 
Min ID Torque 

Details 

. - — - - Str. wt up Down Rotating 
S~3 «~V 

Time breakdown ('/• hours) 

Drilling 7 Reaming Cementing Rig Move/Mobilization 

Tripping Hole opening Nipple up/down Wait on orders 

Circ/cond " ~ Service/repair rig Fishing Wait on weather 

Short trip Well logging Lost circulation Other 

Test BOP's Run casing Surveys Total L<\ 

Narrative 
(See back) 

Current TMD/TVO Current formation Current OPS 

' . v". 
Hole made 24 hours 

' • ' ' v v . i V . ' „ i > 0 ;,, \ 0 ' O Q \ : *-A i . - r • ^ 

T.'-M" \i 

i 

v t o •: i-i i? ^ 

V f. - :--'.•• ' C 

I 

YATES PETROLEUM CORP. 

BEFORE THE COMMISSION 

NMOCD CASE NOS. 10467/10473 _ _ _ 

P ^ ^ z . ^ s DATE: 08/13/92 De Novo ,\x.,v.-r»J 

EXHIBIT NO. 



Well name and number 
•ays since spud 

<XjM>'in Oram feJetal Com. & *l 
0 A • I Indicators: SD, LOG. ST. F, ( 

CSG 
@ 

AFE number Daily cost 

CSGPT Date 

Mud 
Properties 

Tyoc fid F W P W Gels APIWL PH 

/ao CHL (goo Total n a ^ ^ ^ ^ > OAV ratio ES % Oil %SD MBT 

t/BBL 
% Total Sid. ^ 

% LGS %HGS »/BBL BEN •/BBL DS LCM 

»/BBL 

M. Cake 

/32 
Materials used last 24 hrs. Mud Log Data Solids Control Equipment 

BBLS. Water: /%3Q frfuJ Pore press SYS Vol Bbls SYS eft 

Q x ° l : & jsx@s : SX@S BG gas Shakers screen size ' 

: SX@$ Conn gas O-Sander hrs 

Pll)^ 'i t •• (n 7 sx@$ : SX@$ Trip gas D-Silter hrs 

Li A 6/ : 3 sx@» : SX@S Max gas Mud cleaner hrs 

Inventory Shale density Screen size 

Bante Lithoiogy Centrifuge #1 hrs 

Water Centrifuge *2 hrs 

Fuel 

Hydraulics n S l i r u p y v (Mar, r.nrr ) 

Pump (Make and Model) LIU CO !JU-6QO £\udQ UJ'HQO Meas depth . Angle DIR 

LS x SL x SPM S x /V- X ^ 7 
Slow rate (SPM/PSI) i / / -

Press S O O BHHP 

AV:OP r^"{ DC 7^ / %S JV 

ECO @ CS @ TD Frac gran @ cs 

Bit record BOP 

Bit No. / . Oeotn out Test date 

Size Oepth in O Press 

Make Hit H1C Ft. made Sidetrack • Yes • No 

Type n ( r?7 Hrs. drlg. KOTMO 

Serial No. WOB 5 5 > KOTVD 

No. 1 Size Jets RPM too PBTMO 

IAOC code Condition </- s» -1 PBTVO 

BHA 7 
Details, i ; i 

stab., 4 - T 
I'Stt. wt Up 

M 
Rotating 

Time breakdown ('A hours) 

Drilling Reaming Cementing Rig Move/Mobilization 

Tnpptng Hole opening Nipple up/down Wait on orders 

Circ/cond Service/repair rig Fishing Wait on weather 

Short tnp Welt logging Lost circulation Other 

Test BOP's Run casing Surveys 

Narrative 
(See back) 

Current TMO/TVD 

logs 
Current formation M i • J 

Total 

Current OPS \ I 

3 
Hole made 24 hours 

~3 
/it. ^ f i a 1" 

527 
71-

~trf-& tew tTi r* . />o dfoq or 
'O /OOio returns 

rename 
/erst 

/ 7 

steeps o ratatis 
3 "a 

AO 

' Contractor 

1 ^ w f 20 A 
, Rig numoer Drilling foreman 



Well name and number c*j<jjW 7>£AvJ r^Dv^tA U 'S' I 
CSG 

— @ -
Oat* 

Day] sine* spud Statui 

H A • I Indicators: SO, LOG, ST. PROS 
AFE number | Daily coat j T o l M u d 2 £ £ 1* 
CSGPT Oata 

Mud 
Properties 

Typa 

F*tsJ 
YP Gala 

/ 
APIWL HTHP PH . _ ^ 

lO.O 
Total hardness 

Soo 
0/W ratio ES % Oil * S 0 MBT 

•/BBL 

* Toial Sid. _ 

.% 
S L G S % HGS •/BBL BEN »/BBL DS LCM 

• /B9L 

M. Caka 

/32 
Materials used last 24 hrs. Mud Log Data Solids Control Equipment 

BBLS. Water: Pore press SYS Vol bbls SYS en- % 

hb pec II SX@J : SX@J BG gas Shakers screen size r 

Pll sx@$ : SX@* Conn gas O-Sander hrs 

sx@s : SX@J Trip gas D-Silter hr» 

: SX@S : SX@$ Max gas Mud cleaner h r i 

Inventory Shale density Screen size 

Banta Lithoiogy Centrifuge »1 h n 

Watar Centrifuge #2 hrs 

Fuel 

Hydraulics •1 n « M r v » y « (U><j r m ) 

Pump (Make and Model) £Z*Jco LLJ-4CO Meas depth (Angle DIR 

LS x SL x SPM <sK x /s- x 5 f f /SOO' 
Slow rate (SPM/PSI) / 
GPM BHHP 

AV:DP 5 7 OC 7 £ / ? 4 JV 

ECD @ CS @ TO Frac grad @ ca 

Bit record BOP 

Bit No. 2 Depth out Test data 

Size ,7'M Depth in <rs 7 Press 

Make UTZ, Ft. made Sidetrack D Yes Q No 

Type Hrs. drlg. KOTMO 

Serial No. /U.TT? WOB 55 M KOTVD 

No 4 Size Jets 3-tZ RPM 7 0 PBTMO 

IAOC code 6 7-1 Condition PBTVD 

Hours ^ § L , ^ m U < > ^ h \ Mm ID ^ ^ . 5 " Torque 

Details 

Str. wt Up Down 

Time breakdown (V» hours) 

Orilling Reaming Cementing Rig Move/Mobilization 

Tripping Hole opening Nipple up/down Wait on orders 

Circ/cond Service/repair ng Fishing Wait on weather 

Short trip Well logging Lost circulation 

3rZ 
Other 

"5271 Test BOP'S Run casing Surveys Tota l . 

Narrative 
(See back) 

Current TMD/TVD. ' / — i > I /~ \ (Current formation . I Current OPS K I 

H H P 1 AH/W OH 
dAn^rom /OSS f Q 7740""'K?/ ?S \o 
dcVa hJl' iOOlo ro-far^ l as t (0 Us -

3-
Hole made 24 nour j 

6%S 
(oo1o r&-kitr\s s 

Contractor Rig number 

4 
|Drilling foreman 



Dai iŷ  Drillings Reportr 

Well name and number 

? A • I Indicators: SD. LOG. ST. F, PROB 
Days since spud 

4 
Status 

B A 
AFE numoer ( Daily cost 

SD. LOG. ST. F, PROB 

CSGPT Oata 

Mud 
Properties 

Type 

%4 rw 
APIWL 

70.0 
~ * / C O 

Total hardness- OAV ratio ES % Oil * S 0 MBT 

»/BBL 
% Total Sid. ^ 

K. LGS * H G S •/BBL BEN •/BBL OS LCM 

»/BBL 

M. Caka 

/32 
Materials used last 24 hrs. Mud Log Data Solids Control Equipment 

BBLS. Water: $J IS t ' r ' j j Pore press SYS Vol bbls SYS en- % 
: SX@$ : SX@$ 8 1 gas Shakers screen sue / 

: SX@J " - : SX@$ " Conn gas O-Sander hrs 

: SX@J : SX@$ Trip gas O-Silter hrs 

: SX@S : SX@S Max gas Mud cleaner hrs 

• - Inventory Shale density Screen size 

Baiita Lithoiogy Centrifuge »1 hrs 

Water Centrifuge *2 hrs 

Fuel 

• - • - • - -- -• 
Hydraulics •1 •2 S l i r V A y « I U , n r n r r ) 

Pump (Make and Model) c'^'QO I f - 6 0 0 £\uCQ (v- Yoo Meas depth • Angle DIR 

L S x S L x S P M /S"oo • 
Slow rate (SPM/PSI) / 
G P M '60 3 Press 1 BHHP 

AV:OP DC -<£30 JV -

ECO @ CS @ TD Frac grad @ cs 

Bit record BOP 

Bit No. Depth out /•If Test date (o ~ 6} ' ^ 

Size 7 ^ Depth in Press I O O ( Q ^ 

Make Keed Ft. made Sidetrack D Yea " " 0 - No 

Type 

• — 
riP-i<4 Hrs. drfg. 1 . KOTMO 

Senal No. WOB 66 M M KOTVO 

No. & Size Jets -2-10 RPM 7o £ 5 PBTMD 

IAOC code 

• -
• 6eV) Condition 6 - < w PBTVD 

BHA 5£ 
Wt. in mud 

<^ ft 
Min ID Torque 

Details , 

0) 
f 7 j Str. wt Up 

CoQ 5 ' 
Down 

6 5 M 
Rotating 

66 M 
Time breakdown (V» hours) 

Drilling <1> , Reaming Cementing ~" X Rig Move/Mobilization 

Tnpping — Hole opening Nipple up/down 3 " T " " Wait on orders 

Circ/cond — Service/repair rig Fishing Wait on weather 

Short top , Well logging < Lost circulation Other 

Test BOP's " j ^ f 
j \ — 

Run casing Surveys Total' 

Narrative 
(See back) 

Current TMO/TVO ^ ^ (_i Q ' Current formauonyi i 

A/sfw 
Current OPS *v j 

Drfq 
Hole made 24 hours 1 _ / 

loo 

5 
freeze ties t->'^ 4-

S:,5 ^ , 7 5 o - / O O P " ; f l oa t s A2\d , j . C . ^ - / < ^ , 

Contractor Rig numoer [Drilling foreman^ ^ 

over 



c s g / kraJteAhead 4 &Dft . - fast Blind rcws - fa 
9 0 0 0 * -POP 15mm. . T / t i v l ' b i t / <^|g p/ag ; f l o a t 
ê î 'io. c7/id £Q ' c**rt , "fesT pip& ra4s /̂?d cgs/fla fo 

/win. CQjff ^/r/c7 r / n f t o (Xoo' and form. T 
fro* /Too ' -f-n / ? 4 o ' ft?* 0 < W y • / t o o ' - ^ 

c 



Well name and number Sfcpcjg/->J ~£>£/UQ Q'P r ofyiM ^1 
CSG 

Days tinea spud Status 

S A • I 

' «~71 

^ T V @ / go t ) 
Oata 

Indicators: S P t .LOG, ST, F, PROB 
AFE numoar 

CSGPT Oata 
o4t^«r Daily cast | Turnkey 

Mud 
Properties 

Typa wt. 

7<i 
APIWL HTHP PH 

I O 
CHI. 

? o o O 
Total hardness 0/W ratio ES % Oil % S 0 MBT 

»/BBL 
% Totjl Sid. 

MiLGS * H G S «/BBL BEN H/SBL OS LCM 

l/BBL 
M. Cake 

/32 
Materials used last 24 hrs. 

BBL-S-.-Waterr 

Mud Log Data 

Pore ( 

Solids Control Equipment 

SYS Vol SYS erf 

f rW»t .n iL . > SX@$ BG gas Shakers screen size 

SX@$ SX@J Conn gas O-Sander hra 

hrs 

.hra 

—sxtat Trip gas O-Silter 

SX@J sx@t_ Max gas • _ Mud cleaner. 

Inventory Shale density Screen size 

Bante — • Lithoiogy "~ Centrifuge *1 hra 

..hra Centrifuge « 2 . 

Fuel 

Hydraulics- wi— • S u r v e y s (Mag, corf.' 

Pump (Make and Modal) C o d a t a Meas.depth 

LS x SL x SPM 

Angle D I R . . 

Slow ra te- (SPM'P3i r - —titsra —- 7 

GPM 2 o -v Press BHHP 

AV:DP DC JV 

ECO@_CS @ J O Frac grad @-ca—• 

Bit record BOP 

Bit No. 

Size- - T - ^ T -

Make 

Type 

Senet No 

No. & Size Jata 

TJe'plhin" 

Depth out 

Ft. made 

Hra. drlg. 

WOB"" 

RPM 

- -Rf tsO 

Test date 

Press 

Sidetrack.. - Yea . a NO- — 
KOTMD 

KOTVD 

PBTMD 

IAOC coda Condition PBTVO 

... . Hour* 
BHA . T)f V;, 

Wt. in mud Mm IO Torque 

Detain 

Stf. wt up - - Down 
V l_ r-\ 

Rotating 

Time breakdown ('Arhoiim) 

Orllllng " 7 . t _ - Reaming Cementing. , Rig Move/Mobilization 

Tripping Hole opaning Nipple up/down Wait on orders 

Circ/cond • •ServtCBTOparrng™ I - / *J Fianing .... — Wait on weatner 

Short tnp Well logging Lost circulation Other 

Test BOP'S Run casing Surveys Vil Total Z.C-

Narrative 
(See back) 

Current TMQ/TVD_ 
3 £ T ^ O 

, — Cu"*r*4ormauon— - - • 
NO H i . 

Current OPS Hole made 24 hours 

" l o o 

[ Contractor Rig numoer j Drilling foreman 



Well name and 
Oays since spud 

AFE numoer 

6 
CSGPT Date 

number ^CQflg'lA ftrfllL> fed&Tal ^•OrtliTr). & * | % " @ / ^OO' 1""*^ 
^» I Status : ' ~ r I ~ ~~ ~ 

O I S A U I Indicators: SD, LOG. ST, F, PROB 

iT o V f5 Daily cost 

M u d 
P r o p e r t i e s 

T y T U ^.4 v" n 
Gels APIWL HTHP PH 

C H I 

%LGS 
OQO_ 

Total hardnes: Jness _ 

HOO 
OAV ratio ES %Oi l %SD M8T 

•/BBL 
% Total Sid. 

S HGS •/BBL BEN •/BBL OS LCM 

»/8BL 
M. Cake 

122 
Materials used last 24 hrs. Mud Log Data Solids Control Equipment 

BBLS. Waterr - Pore press SYS Vol bbls SYS eft % 
G e l •• /&sx@s sx@$ BG gas Shakers screen size / 

: SX@$ Conn gas D-Sander hra 

SX@S Trip gas D-Siltar hrs 

/Ov/iaSu«^ ^ sx@s : SX@$ Max gas Mud cleaner hrs 

Inventory Shale density Screen size 

Barite Lithoiogy Centrifuge *1 hrs 

Water Centrifuge »2 hrs 

Fuel 

Hydraulics ' »2 filirvpyt /Mor, mrr ) 

Pump (Make and Model) EluCQ Iv-fcQO C.\JJCO UJ-QOO Meas depth ,Angle OIR 

LS x SL x SPM 5 X - x S i' < x / « / X 2-110' / i . -Slow rate (SPM/PSI) £V •< HOO r."' • ' ~ / 1° 
Pres» / S OQ BHHP 

AV:DP OC ^ A _ Q JV 

ECO @ CS .. @ TO. Frac grad <* ca 

Bit record BOP 

Bit No. s. Depth out Test date Cs " 1 ~ of 

Size •7-*:" Depth in /YOO Press 0 - O O Q l f 

Make Reed Ft. made /SZQ Sidetrack D Yes H No 

Type HP 54 Hrs. drlg. KOTMD -

Serial No. WOB v$ n KOTVO 

No. & Size Jets 1-1Q RPM lo PBTMO 

IADC code <b$n Condition PBTVD 

BHA lol 4r Wt. in mud Min ID torque 

Details 

Str. wi Up 

/OO M 
Down 

?5n 
Rotating 

9? Al 
Time breakdown ('A hours) 

Drilling Reaming Cementing Rig Move/Mobilization 

Tripping Hole opening Nipple up/down Wait on orders 

Circ/cond Service/repair rig Fishing Wait on weather -

Short top Well logging Lost circulation ~ Other — 

Test BOP's Run casing Surveya / T o t * 

(See back) 

4-rem VO t o tt// />o or oe 
1 

>Q' 



l^^^Pai lyDri l l inglReporr: 

Well name and number 
Oays sinca spud 

7 
Status 

0 A • I Indicators: SD. 
AFE number 

LOG. ST F PROB 

^ I1 776o | Mud -^l Zip 4 
CSGPT Oata 

Mud 
Properties 

Type 
F\jJ 1.4 

PV Gels APIWL PH 

fo.o 
~ /<?oO 

Total ha/dr^eM^ O/W ratio ES % Oil %SD MBT 

•/BBL 
% Total Sid. ^ 

%LGS * HGS »/BBL BEN •/BBL OS LCM 

»/BBL 

M. Cake 

/32 
Materials used last 24 hrs. Mud Log Data Solids Control Equipment 

BBLS. Water: o Pore press SYS Vol bbls SYS eft 

taper : H s x t a j : SX@$ BG gas Shakers screen size / 

\ sx@$ : SX@$ Conn gas D-Sander hrs 

sx@s : SX@$ Trip gas D-Silter hr* 

: SX@S : SX@t Max gas Mud cleaner hra 

Inventory Shale density Screen size 

Banta Lithoiogy Centrifuge »1 hrs 

Water Centrifuge »2 hrs 

Fuel 

Hydraulics • i •2 S u r v e y s (Mag. corr. . .. ._ _ . . ._ .._ .. , ) 

Pump (Make and Model) £)xJCO LU-60Q Meas depth Angle DIR 

LS < SL x SPM Si: « /S x 5tf 5 « / 4 x / " 
Slow rate (SPM/PSI) / 
GPM 3 0 O P , 8 H / S o o BHHP 

AV.OP OC 3 2 _ Q 
JV 

ECO @ CS @ TO Frac grad @ cs 

Bit record BOP 

Bit NO. ?<- H, Depth out Test date ~ 7 ~" ' 5 " 7 

Size 1% Oeoth in Press # O G G 

Make feed ^>TC Ft. made m o Sidetrack D Yes ^ No -

Type Hrs. drlg. 
^ ^ i 

KOTMO 

Serial No. WOB KOTVO 

No. & Size Jets %-t o -3-/0 RPM IO I O PBTMO 

IAOC coda 6 £7 Condition 4 - ' / - i d PBTVO 

Hours . 3^ Wt. in mud CZ M

 M ' n "> f\ C> C T o r 9 u e 

BHA f l L f <j / 1 (f~0> 

I Sir. wt Up Down 

«7 7 n R0,a"n9?<?ri 
Time breakdown ('A hours) 

-1 

Dnlling / J - i j f ^ Reaming Cementing Rig Move/Mobilization 

Tnpping Li? Hole opening Nipple up/down Wait on orders 

Circ/cond Service/repair rig -*"̂ > Fishing Wait on weather 

Short trip Welt fogging Lost circulation 
i 

Other ~ 

Test BOP's Run casing Surveys Total ^< *-f 

N a r r a t i v e Current TMO/TVD . •^?^>~"7 Current formation fs i Current OR§ • . 
(See back) O a / s i ( J O l O | r f p T o r h o l e |r\ DP 

Hoie made 24 hours 

r^rq -Pro* -3T?o -fo 3 S % Q ! , -frip -ror bit T/rf re /̂n 

Port" 
p /̂//ip h r«2^ . ; 

ptf/Hp loot in <j -!-toJL Aol& 
5, 

| Coniractor Rig numoer Drilling foreman 



Well name and number S c O £ { 3 1 i l 
Days since spud Siatus 

0 A 

Pray f « k r a \ Cam, t l * \ r S V ' a I f c o ' 1°'%-//-?? 
• i Indicators: 

AFE number Q H \ ^ t > I O n c o s t 

S D . L O G . S T , F. P R O B 

CSGPT Oate 

Mud 
Properties 

Type 

fu "fry "as 
PV Gels APIWL 

/ao 
CHL Total ha/oness_ O/W ratio ES % Oil % SO MBT 

•/BBL 
% Total Sid. 

H L G S % HGS •/BBL BEN •/BBL DS LCM 

»/8BL 

M. Cane 

/32 
Materials used last 24 hrs. Mud Log Oata Solids Control Equipment 

BBLS. Water: Pore press SYS Vol bbls SYS eft % 
SX@S sx@s BG gas Shakers screen size 1 

sx@s : SX@$ Conn gas 0- Sander hra 

sx@s : SX@$ Trip gas O-Silter hrs 

sx@$ : SX@t Max gas Mud cleaner hra 

Inventory Shale density Screen size 

Bante Lithoiogy Centrifuge #1 hrs 

Water Centrifuge «2 hra 

Fuel 

Hydraulics • i n Survey* IU»r, rr.n ) 

Pump (Make and Model) £LuCO L17-6OO Meas depth A,ngle OIR 

LS x SL x SPM 5 ± x i s x SX b x IH x 
Slow rate (SPM/PSI) M ' VoO / 

P r'" / 5oO BHHP 

AVDP p ( DC JV 

ECO @ CS @ TD Frac grad @ cs 

Bit record BOP 

Bit NO. T f 
Depth out Test date — ( " ^ T T 

Size Depth in 

Make STC Ft. made Sidetrack • Yes 0 No -

Type Hrs. drlg. KOTMO 

Senal No. U UGH WOB <¥oHr 
KOTVO 

No. 1 Size Jets RPM PBTMO 

1ADC code Condition PBTVO 

BHA 55 h 
Min ID Torque 

Details 

Same* 
Str. wt Up 1 _ .— 

/OS M DOW"/GZ n 
Rotating 

Time breakdown ('A hours) 

Onlting Beaming Cementing Rig Move/Mobilization 

Tripping Hole opening Nipple up/down Wait on orders 

Circ/cond Service/repair rig Fishing Wait on weather 

Short trip Well logging Lost circulation Other 

Test BOP's Run casing Surveys Total 

Narrative 
(See back) 

Current TMO/TVD 

VVrl5' 
Currant formation 

L 
Current OPS 

Of! 3r 
Hole made 24 hours 

-toutA I <~>uhCK noi& \i\ Oft ai o (Kj^j j 1 i ' l MO t-iii tu wc ,2+ 3^30 / IO t-i drla fro^ 

fco 
Pe-e 

Rig number Drilling foreman 



Well name and number Df><j FeJe^l Co*, ft »/iC5S tV@ /KooTto-fc-tf 
Days stnce spud Status 

• I Indicators: SD, LOG. ST, F, PROB 

25E AFE number Daily cost 

CSGPT Data 

Mud 
Properties 

Typa Gals HTHP 

/ao C H < - 1 ex. Total Hardness _ 

oOO 
O/W ratio ES %Oi l %SD MBT 

a/BBL 

% Total Sid. * 

* <> 
% LGS % HGS »/9BL BEN a/BBL OS LCM 

a/BBL 

M. Cake 

/32 
Materials used last 24 hrs. Mud Log Data Solids Control Equipment 

BBLS. Water: Pore press SYS Vol bbls SYS eft % 
-e*ts« <J.TS : SX@J BG gas Shakers screen size ' 

SX@I : SX@S Conn gas O-Sander h n 

sx@s : sx@j Trip gas D-Silter hra 

CcJljvi ' i 'c.: sx@s : SX@$ Max gas Mud cleaner hrs 

Inventory Shale density Screen size 

Bante Lithoiogy Centrifuge #1 hrs 

Water Centrifuge »2 hrs 

Fuel 

Hydraulics * I *2 S u r v e y s (Mao rnrr ) 

Pump (Make and Model) EhJCO I0-60O Meas depth • s Angle OIR 

LS x SL x SPM $ i « 15 x S 7 ^ ^ « X / 
Slow rate (SPM/PSI) / ioo / 4 5 7 7 ' /*> ' 

Pr8SS / S O O BHHP 4 7 3 0 ' 
AVOP f - j £ DC JV 

ECO @ CS @ TD Frac grad @ cs 

Bit record BOP 

Bit No. Depth out Test date - 7 " $ f 

Size Depth in Press 2 . 0 0 0 * 

Make Ft. made Sidetrack D Yea 0 No 

Type Hrs. drig. KOTMO 

Serial No. WOB Hp M KOTVO 

No. & Size Jets 3 - /Q RPM Go PBTMO 

IADC code 63-7 Condition PBTVD 

Hours / ^ 'J> Wt. in mud r " >• i . Mm ID G\ 0 \ K. Torque 
BHA I J H D O r | $ r O 

Details 

Str. wt Up 

&5 M 
Down 

// s' n 
Rotating 

Onlling 3 ^ : 
Time breakdown (V* hours) 

Reaming Cementing Rig Move/Mobilization 

Tripping Hole opening Nipple up/down Wait on orders 

Circ/cond Service/repair rig Fishing Wait on weather 

Short trip Well logging Lost circulation Other 

Test BOP's Run casing Surveys / ~2_ Total 

Narrative 
(See back) 

Current TMD/TVD Current formation 

L m 
Current OPS 

Mi 
Hole made 24 hours 

Mn'from /TWSIS to ^VoV \AJ( t\Q Ho\> . or rVlgj iossp.s. 

| ! Contractor ; I R,g numoer . . [Drilling loreman j . , 



Well name and number Scga^i/i OravU federal Com. S H o o * P'to-Z^S*? 
Days since spud / s~\ Statu> _ ~ 

/ O K A D I I Indicators: SD. LOG. ST. PROB 
AFE number o | Daily cost lT 

0 i1 6 3 6 7 |Mud 91 I T ^ e y ^ 0 3 7 

CSGPT Oate 

Mud 
Properties 

Type 

?\>J r 
PV YP Gels 

/ 
APIWL HTHP p7o.o 

C H I . _ TotaJ nardnwa 

£ 0 0 
0/W ratio ES % Oil %SD MBT 

i/BBL 
S Total Sid. ^ 

% LGS % HGS #7BBL SEN »/BBL DS LCM M. Cake 

• 
f /BBL /32 

Materials used last 24 hrs. Mud Log Data Solids Control Equipment 

BBLS. Water: Pore press SYS Vol bbls SYS eff % 

Peter •• (o SX@$ : SX@S BG gas Shakers screen size ' 

sx@s : SX@S Conn gas D-Sander hrs 

Sweep : SX@J : SX@$ Trip gas D-Silter hra 

C < 3 U S T I C : ^ SX@I : SX@$ Maa gas Mud cleaner hra 

Inventory Shale density Screen size 

Bante Litnology Centrifuge #1 hra 

Water Centrifuge #2 hra 

Fuel 

Hydraulics — »i •2 S u r v p y * rM« 0 ) 

Pump (Make and Model) £vJCo IP'GQQ Meas depth , Angle OIR 

LS x SL x SPM X X 

Slow rata (SPM/PSI) ' H-OQ / ^ 4 1 ' 
GPM - O U P r e s s / 5 0 0 BHHP l l %1 5IOG' • 
AV:DP DC £ - 7 7 

ECO @ CS @ TO Frac grad @ cs 

• ̂  Bit record BOP 

Bit No. Depth out Test date t ^ - 7 " 

Size 7 f Depth in Press Q Q O O * 

Make Ft. made / 6 3 7 Sidetrack D Yes ~ S No 

Type Hrs. drtg. KOTMO 

Serial No. WOB KOTVD 

No. & Size Jets "3-10 RPM GO PBTMD 

IAOC code 6^7 Condition PBTVD 

Hours , ~ . i ' S W t i n m u d u Mm ID 0 \ 0 \ d Torque 
BHA (at CO r \ ( f . 

Details 

Sir. wt Up Down Rotating 

Time breakdown (V< hours) 

Drilling f j ^ . Reaming Cementing s Rig Move/Mobilization 

Tripping Hole opening Nipple up/down Wait on order*. 

Circ/cond Service/repair rig Fishing Wait on weather 

Short trip Well logging .... . - - Lost circulation Other 

Test BOP's Run casing Surveys ( 

Narrative 
(See back) 

Current TMD/TVD f - a / —j Current formation/ , ^ » j 1 Current OPS ry J 

52.11 L/v\*^K 1 ur(q 
Hole made 24 hours r^. ^1 

_drk_ ••row +o -VJI no pro£ 

c 
S I Contractor [Rig number I Drilling foreman 



Well name and number 
CSG if _ i 

47% @ ISoo 
O i l * 

Oays since scud 

J i . 
Status 

0 A • I Indicators: SD. LOG, ST. F, PROB 
AFE number o4i^s" Daily cost <7.tJ Mud 

CSGPT Oata 

Mud Typa Wt. . Via PV YP Wt. . 

Zl 
Gels APIWL HTHP PH 

CHL Total hardness O/W ratio ES % Oil %5D MBT 

n/BBL 
% Total Sid. 

% LGS % HGS •/BBL BEN #/BBL DS LCM 

#/8BL 

M. Caka 

/32 
Materials used last 24 hrs. Mud Log Data Solids Control Equipment 

BBLS. Water: Pore press SYS Vol bbls SYS eft % 

fA-ficr- • &* sxraj : SX@S BG gas Shakers screen size / 

sx@$ : SX@$ Conn gas O-Sander hrs 

sx@$ sx@s Trip gas D-Silter hrs 

SX@J : SX@S Max gas Mud cleaner hrs 

Inventory Shale density Screen size 

Banta Lithoiogy Centrifuge *1 hrs 

Water Centrifuge »2 hrs 

Fuel 

Hydraulics • i »2 S u r v e y s (U.r, ,-nrr _ ) 

Pump (Make and Model) e r u j t n w-J - fccO Meas depth Angle DIR 

LS x SL i SPM Sh. " IT * <r? S - x )4 x 
a 

Slow rate (SPM/PSI) / 
G P M 2 - 1 4 BHHP 4 

AV:DP ^ DC 

ECO @ CS @ TD Frac grad @ cs i 

Bit record B O P 

Bit No. 4 Depth out Test date C - 1-*i<i 

Size Depth in -< ,<-«© Press Z t C O O * 

Make •STT. Ft. made I'l z*i Sidetrack • Yes 0 No —. 

Type F 4"l U Hrs. drig. "1? KOTMO 

Serial No. V-U | \uT- WOB KOTVD 

No. & Size Jets 5 - \ © RPM Lo PBTMD 

IADC code ( . 1 1 Condition PBTVD 

BHA 
Mm 10 Torque 

Oetaiis 

Sir. wt Up Down Rotating 

Time breakdown ('A hours) 

Orilling Reaming Cementing Rig Move/Mobilization 

Tripping Hole opening Nipple up/down Wait on orders 

Circ/cond Service/repair rig Fishing Watt on weather 

Short trip Well logging Lost circulation O t h e r -

Test BOP's Run casing Surveys Total 

Narrative 
(See back) 

Current TMO/TVO Current formation Current OPS Hole made 24 hours 

[Contractor Rio number 
1 4 

j Drilling foreman 



Well name and number 
Days since spud Status 

S A 

Soogflir, bravj feJera\ fan. & # / 1°SG frV® IWo 1 ° " ^ - / ^ ^ 
us J I 
i A • I Indicators: SD. LOG, ST, F, PROB 

"AFE number Daily cost Mud 
i O Z | Turnkey 

CSGPT Oate 

Mud 
Properties 

Type Vis PV YP Gels APIWL HTHP PH 

Z-C? / S"" 

CHL 

/ 7 0 D 

Total hardness O/W ratio ES % Oil % SO MBT 

»/BBL 

% Total Sid. 

% LGS % HGS •/BBL BEN •/BBL OS LCM 

•/BBL 

M. Cake 

/32 

Materials used last 24 hrs. Mud Log Data Solids Control Equipment 

BBLS. Water: Pore press SYS Vol bbls SYS eft- % 
SX@$ : SXtaS BG gas Shakers screen size / 

£ " A " l M - r . : ' SX@J : SX@S Conn gaa O-Sander hrs 

SX@J SX@$ Trip gas D-Silter hrs 

: SX@$ : SX@S Max gas Mud cleaner hrs 

Inventory Shale density Screen size 

Bante Lithoiogy Centrifuge *1 hrs 

Water Centrifuge »2 hra 

Fuel 

Hydraulics * t •2 S n r v p y e . ( u ? 5 m » | 

Pump (Make and Model) tbJcQ \jJ'(6oO Meas depth Angle DtR 

LS x SL x SPM 4'4. 
Slow rate (SPM/PSI) i 
G P M ^ 4 BHHP 

AV:OP DC JV 

ECO @ CS @ TD Frac grad @ cs 

Bit record BOP 

Bit No. 4- Depth out Test date - / 4 - J 4 ? 

Size n"y« Depth in Press 3QOO~^ 

Make Srr_ Ft. made T . O O Sidetrack D Yes 1 3 No -» 

Type F-mH Hrs. drlg. \oo ^ 3 / 4 KOTMO 

Serial No. WOB A (a KOTVD 

No. a Size Jets 3-IO \ 0 - v O - U RPM CO C o PBTMD 

IAOC code 63-7 6-?-\ Condition PBTVO 

BHA 7.\V'4 
Wt in mud Min IO 

y4 
Torque 

Details 

2 - C o C < 
Sir. wt Up 

\ 4 T ^ 
Down Rotating 

l47_< 
Time breakdown (V> hours) 

Drilling iA - ^A Reaming Cementing Rig Move/Mobilization 

Tripping £ Hole opening Nipple up/down Wait on orders 

Circ/cond Service/repair rig Fishing Wait on weather 

Short trip Well logging Lost circulation Other 

Test BOP's 3 Run casing Surveys Total t * l 

Narrative 
(See back) 

Current TMD/TVD 

<- -\ -L 4 
Current formation Current OPS Hole made 24 hours 

• Z D 

^ - rrz.4 . -r-a.T-s roe, ^zr 

y4°\-t - A\ \><L. G 5-=.p« v T F-Py\ 

S [Contractor 

fbierso/. 
Rig number Drilling tore/nan 

S|^Wo4 



M T M m ^ H ^ v i « ^ - j H i i f i ' ] i i i i l . L : r i . w - r j - l -

We!t name and number S c c y f f M D f e l J £ ( k J e P a [ C O ' K I & 
4t CSG 

Days since spud Status 

A • I Indicators: SD. LOG. ST, F, PROB 
AFE oumoer [ Daily cosl lT a I1 ?y2 

|Mud ' '//") i"7 
CSGPT Oate 

Mud 
Properties 

T"9FkJ 
Wt. 

rr.'/ 
Vis 

7 1 
PV YP Gals 

/ 
APIWL 

/ Jc 
HTHP PH 

CHL 
; 7 no 

Total hardness 
C 'In 

O/W ratio ES Si Oil %SD MBT 

«/B8L 
% Total Sid. 

i ' 

S L G S S HGS i/BBL BEN »/B8L DS LCM 

»/BBL 

M. Cake 

/32 
Materials used last 24 hrs. Mud Log Oata Solids Control Equipment 

BBLS. Water - - Pore press SYS Vol bbls SYS eft •s 

j / ) »vr- : C~ SX@t : SX@$ BG gas Shakers screen size / 

sx@$ : SX@$ Conn gas D-Sander hrs 

: SX@J - :• - sx@$- - Trip gas D-Silter hrs 

: SX@$ : SX@$ Max gas Mud cleaner hra 

Inventory Shale density Screen size 

Bante - - - . . . . . Lithoiogy Centrifuge »1 hrs 

Water Centrifuge *i hrs 

Fuel 

Hydraulics — a i »2 S l i n / p y < l (*J»q r n r r ) 

Pump (Make and Model) CO {JJ-GQQ Meas depth Angle OIR 

LS x SL x SPM 5x « IS x cn 5 « m . ef'/J 
Slow rate (SPM/PSH- • - - f i i -'too — - - / ( 
GPM t < v , r Pre" / TTiC BHHP <j 

AV:0P n . r DC 3 . J -> 
E C D Q C S @TD Frac grad @ cs 

Bit record BOP 

Bit No. Depth out Test date W 

Size Depth in Press ^ O O O * 

Make Ft. made Sidetrack D Ye* § J No — 

Type Hrs. drlg. KOTMO 

Serial No. LZ WOB KOTVD 

No. & Size Jets /0-/0-U RPM PBTMO 

IADC code <GZ1 Condition PBTVD 

BHA V<4 
Wt. in mud Mm ID Torque 

Detans 

10 sr. 
Str. wt Up Down Routing 

Time breakdown ('A hours) 

Onlling T 1 Reaming Cementing Rig Move/Mobilization 

Tripping Hole opening Nipple up/down Wait on orders 

CirC/cond • - - Service/repair rig Fishing Wait on weather 

Short trip Well logging Lost circulation Other 

Test BOP's Run casing Surveys \ Total Z.4 
Narrative 
(See back) 

Current TMO/TVO Current tormation 

l_t-A + ' .U 
Current OPS Hole made 24 hour* 

" I "? ' \ - f*-~t'—'-- '--37 
t-

L > 1 1_ Cv/ 1 

Contractor 

f 3 J / 
Rig numoer Drilling foreman 



c 
Well name and number 
Days sine* spud 

11 
I Status 

! " B A 

Seagi r t f W federal Com, *1 C S G fr4 "@ / f o p ' l " ' ^ - / ? - ^ 
ius J J 
3 A • I Indicators: SD, LOG. ST. F, PROB 

AFE number Daily cost 
_Q_ 

Mud W O Turnkey 

CSGPT Oate 

Mud 
Properties 

Type yp Gels APIWL HTHP PH 

/ 
CHL Total hardness O/W ratio ES %Oi l N S D MBT 

•/BBL 
S Total Sid. 

,(*> 
% LGS %HGS •/BBL BEN •/BBL OS LCM 

•/BBL 
M. Cake 

/32 
Materials used last 24 hrs. Mud Log Data Solids Control Equipment 

BBLS. Water: Pore press SYS Vol bbls SYS eft- % 
SX@S : SX@S BG gas Shakers screen size / 

SX@$ : SX@i Conn gas D-Sander hrs 

sx@$ : SX@S Trip gas D- Siller hrs 

: SX@S : SX@S Max gas Mud cleaner hrs 

inventory Shale density Screen size 

Bante Lithoiogy Centrifuge »1 hrs 

Water Centrifuge »2 hrs 

Fuel 

Hydraulics •1 •2 S l i r v p y « (Mag r n r r ) 

Pump (Make and Model) £buCo W-(oOO r T u J C O l U - ^ Q O Meas depth Angle OIR 

LS x SL x SPM S î" x fS x 5 « W> x 3W 
Slow rate (SPM/PSI) / 

P r e s s isVO BHHP ^ 

AVOP / ? j r oc ^ n 

ECD @ CS @ TD Frac grad @ cs 

Bit record BOP 

Bit No. Depth out Test date (o ^ 

Size 7-if Depth in Press 3 0 0 0 ^ 

Make STc Ft. made Sidetrack • Yes I S No 

Type P-WtH Hrs. drlg. KOTMO 

Serial No. LZ WOB KOTVO 

NO. 4 Size Jets fo-lo-tl RPM PBTMD 

IAOC code Condition PBTVO 
Hours Wt. in mud Min ID l ( Torque 

BHA Z C ^ ^ A <TB 'J>ot=> 2-'/4 

;6sM.LT 
Sir. wt Up Down Rotating 

1 " 7 O r - V \ CO \^\ 

Dnlling £ •» ' / j . Reaming Cementing Rig Move/Mobilization 

Tripping Hole opening Nipple up/down Wait on orders 

Circ/cond Service/repair rig Fishing Wait on weather 

Short tnp Wall logging Lost circulation Other 

Test BOP's Run caaing Surveys Y j , Total 2 4 
Narrative 
(See back) 

Current TMD/TVD Current formation 

O-V - i - L_<^V 
Current OPS 

t C..L_J1-> 

Hole made 24 hours 

4<Z^ 

Time breakdown (7< hours) 

C 

j Contractor 

Pater: 
Rig numoer Drilling foreman 

^I'Worol 



ra 

Well name and number 
CSG Due 

Days since spud Status 

23 A • i Indicators: SD, LOG, ST, PROB 
AFE numoer | Oaity cost IT , O ?ZC:5 

|Mud 

CSGPT Oate 

Mud Type Wt. Vis PV YP Gels APIWL HTHP PH 
P r o p e r t i e s «8.J / 
CHL 

W o o 
Total hardness O/W ratio ES % Oil * S 0 MBT 

•/BBL 
% Total Sid. 

• O 
% LGS V. HGS »/BBL BEN a/BBL OS LCM 

•/BBL 

M. Cane 

/32 
Materials used last 24 hrs. Mud Log Data Solids Control Equipment 

BBLS. Water: Pore press SYS Vol bbls SYS eft 

c A f f * r " : SX@S : SX@$ BG gas Shakers screen size 1 

£ V H u t 1 SX@S : SX@$ Conn gas D-Sander hrs 

e . r * . i - ' . 'C7 . : ~ SX@J : SX@$ Trip gas O-Silter hrs 

< .-.•<" r 0 • \ SX(§S : SX@$ Max gaa Mud cleaner hrs 

Inventory Shale density Screen size 

Bante Lithoiogy Centrifuge »1 hrs 

Water Centrifuge »2 hrs 

Fuel 

Hydraulics »i •2 S u r v e y s mr r ) 

Pump (Make and Model) 
m ( . 

Meas depth Angle OIR 

LS x SL x SPM 5" x l 4 x -17. i - l 2/4 
Slow rate (SPM/PSI) 7 : ' c ; ( 5 / 
GPM ? r . _ 

P r e s s 1 1 0 0 
BHHP 

AV:DP , DC _ _ JV 

ECO @ CS @ TO Frac grad @ cs 

Bit record BOP 

Bit No. <~ Depth out Testdate L , - \ A - e t ° \ 

Size 1^/1 Depth in Press 3 0 < 5 0 

Make 6TZ. Ft. made <-i It* Sidetrack D Yes 0 No 

Type t ? ' h " Hrs. drlg. SZ *J KOTMO 

Serial No. WOB KOTVO 

No. & Size Jets to-in- ll RPM PBTMD 

IAOC code Condition PBTVD 

BHA 
WL in mud Min ID Torque 

Details 

Sir. wt Up Down Rotating 

; 3'-J / C L " " r - r tc-r^ 
Time breakdown (Va hours) 

Onlling V ,_ Reaming Cementing Rig Move/Mobilization 

Tripping • Hole opening Nipple up/down Wait on orders 

Circ/cond Service/repair rig Fishing Wait on weather 

Short trip Well logging Lost circulation Other 

Test BOP's Run casing Surveys ' t _ Total t A 
Narrative 
(See back) 

Current TMD/TVD 
—| 1 '.\ O 

Current formation 

V-A 

Currant OPS Hole made 24 hours 

1 J 9 -.-t_i.v--.T. T - ,Z'-S i . . O t f t . c v \ . : ^ ._^CL \ / t= r 

1 1 i n 

P Contractor j Rig number 

4 
i 

Drilling loraman 



Well name and number ^Cevi.«».rtv) ^^"Q rr*A 
Oays l ine* spud i Statin ' I 

CSG Oat* 

Status 
3 A • I Indicators: SO. LOG. ST, F. PROB 

AFE numoer | Daily cost l T CO I 1 7 7 / 7 . IMU<) 311 I Turnkey 

CSGPT Daw 

Mud 
Properties 

Type Wt Vis 

Zl 
PV YP Gels 

/ 
APIWL HTHP PH 

/*/ 
CHL 

I'ioO 
Total hardness 

eJCQ 
O/W ratio ES % Oil %so MBT 

•/BBL 
% Total Sid. 

%LGS % HGS •/BBL BEN •/BBL OS LCM 

•/BBL 

M. Cake 

/32 
Materials used last 24 hrs. Mud Log Oata Solids Control Equipment 

BBLS. Water Pore press SYS Vol bbls SYS elf % 

W-r- • sx@$ : SX@S BG gas Shakers screen siz* / 

M I . O : | sx@s : SX@$ Conn gaa 0-Sander hrs 

r - r t v o T f C : "7 sx@t : SX@S Trip gas O-Silter hrs 

U . J . J r i - y ? : / SX@$ : SX@$ Max gas Mud cleaner hrs 

Inventory Shale density Screen siz* 

Bante Lithoiogy Centrifuge *1 h n 

Water Centrifuge #2 hrs 

Fuel 

Hydraulics n S u r v e y s (Mag, corr . . 

Pump (Make and Model) Meas depth Angle DIA 

LS x SL X SPM ST? t)Y4 
Slow rata (SPM/PSI) 2 £ 
GPM Press 

/ T O O 
BHHP 

AV.DP 111 DC JV 

ECD@CS @ T 0 Frac grad @ cs 

Bit record BOP 

Bit No. t* Depth out Test data ^ . f ^ - ^ 

Size 7 " V ? 1 > . Depth in V5TZ* I liTSo Press J o r J O 

Make \Vrr_ Ft mada •pio Sidetrack G Yea G No 

Type K T ^ - Z J I I C Hrs. drlg. KOTMD 

Senal No. W 0 8 5T3-J1T 4* KOTVO 

No. S. Size Jets to-U-il RPM «S.=> PBTMO 

IAOC cod* Condition PBTVO 

BHA 
Hours 

3 0 * . % 
WL in mud Min IO , u Torque 

Oetails 

—14 r-^-t \ «^=-t- 1 H , ' i 

Str. wt Up 
, : . l— i . . 
Down Rotating 

Time breakdown (Ya hours) 

Drilling / " 7 Reaming f / t Cementing Rig Move/Mobilization 

Tripping Hoi* opening Nipple up/down Wait on orders 

Circ/cond Service/repair rig Fishing Wait on weather 

Short trip Well logging Lost circulation Other 

Test BOP'S Run casing Surveys Total Z4 
Narrative 
(See back) 

Current TMO/TVO Current formation 

l-M V SO 
Current OPS Hoi* made 24 hours 

Q - r r vi.-. 
i 

1 n o ? . r » - t . j k . < 2 _ r J < , * A = T * *V Q KS W T ? > 

t - H , /• , - s O - r T ; ! 2 . I _ A 

n — •- -i ? o O -•"^i.Tr1. DIIOK I.I :K* i . 

' . £ v ' _ - r ^ i . ' K ' ' ~ r '. 7 W O 



i.rrira.Tmrr^ 
Well name and number 

CSG Oat* 

Oays sine* spud Status 

0 A • I Indicators: SD. LOG. ST, F. PROB 
AFE number Daily cost i 1 x> Turnkey 

1 4 ^ 4 
CSGPT Oat* 

Mud 
Properties 

wt. Vis PV YP 

3 \ 5 
Gels APIWL 

?r> 
PH 

/ / 
CHL 

/ loo 
Total hardness O/W ratio ES % Oil S S D MBT 

»/BBL 
% Total Sid. 

% LGS % HGS ff/BBL BEN 

• 7, r . 
«/BBLOS / , LCM 

7"7*— #/BBL 
M. Cake 

/ /32 
Materials used last 24 hrs. Mud Log Data Solids Control Equipment 

BBLS. Water: t.O - - ... _ - Pore oreaa SYS Vol bbls SYS eft % 
i 

a sx@$ VLOU, : A sx@$ BG gas Shakers screen sue @ 1 

cVtc\_ ^ r . sx@s : SX@S Conn g u ZO D-Sander hrs 

Bt 2 \ sx@$ . : . SX@$ Trip gas O-Silter hrs 
1 
Y: ?.A? ^ <=<_ sx@s : . SX@i Max gaa Mud cleaner hrs 

Inventory Shale density Screen size 

Bante Lithoiogy Centrifuge ai hrs 

Water Centnfuge »2 hrs 

Fuel -
Hydraulics •1 »2 S l i r v o y * ( M a o ; r - o r r ) 

Pump (.Make and Model) Meas depth Angle DIP 

LS x SL x SPM cr x i<4 » i / 3 

Slow rate (SPM/PSI) / 
GPM P r e " i c e o BHHP j < -

, y % ° C 
J V 2*V 

ECO @ CS @ TD Frac grad @ cs 

Bit record B O P 

Bit No. Oepth out Test date - / z V - 3 " ) 

Size ... ... ... . ..... Depth in Press S r - i . ^ 

Make . Hrr- Ft. made Sidetrack • Yes C3 No 

Type Hr j . drlg. 3 3 KOTMO 

Serial No. CJ* »- / - J " WOB 4f? A r̂ KOTVO 

No. & Size Jets JC -~4t- U. RPM . ._ . PBTMD 

IAOC code Conditipn PBTVO 

BHA 
Min IO Torque 

< ftrVfrT 
Sir. wt Up Down Rotating 

2 ^ r " M ; 7 S ~ ^ /£<7 rt 
Time breakdown (V< hours) 

Drilling Z ^ V? Reaming Cementing - - Rig Move/Mobilizatinn 

Tripping Hole opening Nipple up/down Wait on orders 

Circ/cond Service/repair ng Fishing Wait on weather 

Short Inp Well logging Lost circulation Other 

Test BOP s Run casing Surveys ^~ZJ~ • -•• • Total 7/. 4 
Narrative 
(See back) 

Current TMD/TVD Current formation Current OPS Hole made 24 hours 

1 > ~ . ? . ' .) j - - " . f ^ r y - A i ^ O i - < . ' t h p ' M , i > t . r j r > t ? " r i O O O L_tA S X ~2 o F S I g u ] ^ @ 

u Ci ' - C - < - f t - A r . , 

_\lrJyr 

C 

Conifacto*' P>g numoer I Drilling toreman 
1 ^ rr-r^-p_t> 



SCOGGIN DRAW FEDERAL COMM 'B' ffl I 2 - - \%~^F] 
06/25/89 ' 
TMD: 9790 TVD: PBTMD: PBTVD: 
9790/LM, SH & COAL/ WASH TO BTM/130/ DRILLED FROM 9660 TO 9790' W/NO PROBLEMS 
& SLIGHT SEEPAGE/ TRIP FOR NEW BIT, BIT #7 GRADED OUT T8 B4 & IN GAUGE AFTER 
27 HRS/ NOW WASHING TO BTM/ SURVEY: 9790', 2-1/4 DEG/ BG 25 UTS, CG25 UTS/ 
MW 8.8 PPG/ 

06/26/89 
TMD: 10050 TVD: PBTMD: PBTVD: 
10050/SH & LM/CIRC & COND/260/ FIN WASHING 130' TO BTM, NO FILL/ DRILLED 
FROM 9790 TO 10050'/ TD @ 4:00 AM 6/26/89/ NOW CIRC'G FOR LOGS/ DRLG BREAK: 
9954-9970', 5-1/2 MPF TO 2 MPF, BACK TO 6 MPF/ LOST APPROX 250 BBLS MUD__@ 
9970'/ BGG INCRSD FROM 20 UTS TO 100 UTS. BACK WWTJTSJlW 8.8 PPG/ 

06/27/89 _ 
TMD: 10050 TVD: PBTMD: PBTVD: 
10050/SH & LM/CIRC FOR DST/O/ CIRC FOR LOGS, MADE 10 STD SHORT TRIP, HAD 
85,000# DRAG,ON 2ND STD OFF BTM, 5' FILL/ CIRC BTMS UP, SLMOOH NO CORR/ 
SCHLUM RAN DIL-SFL-GR FROM 10038-5000', RAN CNL-FDT-GR-CAL FROM 10036 TO 
SURF/ TIH W/RERUN BIT #8, WASH 30' TO BTM, HAD 16" FILL/ NOW CIRC FOR DST 
#1, NO INC IN GAS UTS ON BTMS UP/ MW 8.8 PPG/ 

06/28/89 
TMD: 10050 TVD: PBTMD: PBTVD: 
10050/SH & LM/TIH W/BIT/O/ CIRC & COND HOLE FOR DST/ POH, HAD 85,000# DRAG 
OFF BTM/ PU TEST TOOLS, TIH FOR DST, TOOLS TAKING WT @ 9505', SET DOWN 50,000 
PULL TOOLS FREE W/60,000# ABOVE STRING WT, UNABLE TO WORK TOOLS DEEPER/ POH 
W/D5T TOOLS, NOW TIH W/BIT/ MW 8.7 PPG/ LOST 180 BBLS DRLG MUD WHILE TIH W/ 
TESLXOOLS/̂  ~ " 

06/29/89 
TMD: 10050 TVD: PBTMD: PBTVD: 
10050/SH & LM/PU DST TOOLS/O/ TIH W/BIT TO 1800', BUILD VOLUME/ FIH, TAG 0 
9767', WASH & REAM 283' TO BTM, CIRC & COND HOLE, RECOVERED LARGE AMTS OF 
SHALE & LCM, CIRC CLN, MADE 10 STD SHORT TRIP, HAD 65,000# DRAG ON 1ST 2 TO 
3 STDS/ TIH, HAD 5' FILL, CIRC & COND HOLE, RAISE VIS TO 56/ TOH TO PU DST 
TOOLS/ NOW PU TOOLS/ MW 8.8 PPG/ 

06/30/89 
TMD: 10050 TVD: PBTMD: PBTVD: 
10050/LM & SH/POH/O/ FIN PU DST TOOLS/. TIH, ADD 1000' WTR CUSHION, HAD 16' 
FILL/ SET PKRS & OPEN TOOLS, LOST PKR SEAT IMMED/ RECYCLED TOOLS AND RESET 
PKRS, LOST PKR SEAT/ TOH, LD DST TOOLS, TIH W/OE DP, TAG 0 10030', 20' FILL/ 
CIRC BTMS UP/ RU WESTERN j|X & SPOT 120 SX CLASS H + .5% CF-14 + 5#/SK GIL-
SONITE FROM 10030 UP/ LD.l) JTS DP/ NOW POH W/DP STANDING BACK/ PREP TO TIH 
W/BIT AND DRESS OFF CMT PLUG/ MW 8.8 PPG/ 



SC0GG1N DRAW FEDERAL COMM '8' i l 
07/01/8? ' 
TMD: 10050 TVD: PBTMD: PBTVD: 
10,050/LM & SH/PU DST TOOLS/O/FIN POH W/OE DP, TIH W/BIT, TAG TOP OF CMT 
AT n 7 c n ' n p r c c flFF PMT P"F Tn <i7fiP' SET 50,0000 ON CMT PLUG HELD OK, 
CIRC & COND MUD, BUILD VOLUME, MADE 10 STD SHORT TRIP, WAIT 1 HR LOWER TO 
BTM W/NO DRAG OR FILL, POH W BIT, NOW PU DST TOOLS, MW 8.8 PPG 

07/02/89 
TMD: 10050 TVD: PBTMD: PBTVD: 
10,050/LM & SH/TIH/O/FIN PU DST TOOLS, TIH TO 1000', ADD 1000' OF WTR 
CUSHION, FIN TIH FOR DST, SET PKRS/DST *1. 9600-9780. MORROW, HALLIBURTON, 
1000' WTR CUISHION, BHC 3/4", SC 1/4", 10 MIN IF, 30 MIN ISI, 60 MIN FF, 
180 MIN FSI, IF: OPEN W/WEAK BLOW INCREASING TO 1-1/2 OZ. IN 10 MIN, ISI: 
BLOW DIED IN 30 MIN, FF: OPEN W/WEAK BLOW INCREASING TO 3 PSI IN 30 MIN, 
AND STAYED AT 3 PSI FOR REMAINING 30 MIN, FSI: PRESS WENT FROM 3 PSI TO 0 
PSI IN 1 HR AND STAYED DEAD THE REMAINING 2 HRS, ND EAS TO SHPF JARRED 
ON PKRS TO 100,000# OVER WT. FOR 30 MIN, AND JARRED PKRS FREE, PKRS 
DRAGGING MOST OF THE WAY OUT OF THE HOLE, POH, HAD NO ADDITIONAL RECOVERY, 
JUST 1000' OF WTR CUSHION IN DP, LD DST TOOLS, SAMPLER PRESS T7nn PST 
RFC. TR rr Mim n rr UTR n rr mt i? fi rc K&<: RUT I/LR npg P TUP AW* psi, 
IF 5£3 TO 563 PST KT 19, i p<jj pf 563 PSI TO 563 PSI. FST 1985 PST. FHP 
4506 PSI, TIH W/ BIT. BHA ft 1 STn nP TO 700'. WFI I GASSING. CIRC ft 1 PAD HOLE 
W/MUD, APPARENTLY WHILE POH W/DST TOOLS SWABBED IN SOME GAS AND WHEN TIH 
W/BIT HOLE TOOK SOME FLUID, 1114 11) 1UU01, (JlkT UUI HAS" Oil MUD, TIH W/BIT 
NPOJ^pW , LOST APPROX 200 BBLS MUD WHILE TIH, MW 8.8 PPG . 

07/03/89 
TMD: 10050 TVD: PBTMD: PBTVD: 
10,050/LM & SH/CIRC & WOC/O/FIN TIH W/BIT, WASH 50' TO BTM W/NO FILL, CIRC 
AND COND HOLD AND WOO, RECEIVED ORDERS TO P&A, TOH LDDCS, TIH W/OE DP TO 
9550', CIRC BTMS UP, WESTERN MIX & SPOT 125 SX CLASS 'H' CMT FROM 
9550' TO 9300', PU TO 9000', CIRC & WOC, WILL TAG CMT PLUG AFTER 4 HRS 
WOC, AS PER BLM SPEC. MW 8.8 PPG 

07/04/89 
*** FINAL REPORT *** 
TMD: 10050. TVD: PBTMD: PBTVD: 
10050/LM & SH/RLSE RIG/0/ CIRC & WOC 4 HRS, LWR DP & TAG CMT PLUG @ 9333'/ 
POH, LDDP TO 8816'/ WESTERN MIX & SPOT 50 SX CLASS H CMT PLUG FROM 8816 TO 
8662'/ POH, LDDP TO 6934'/ WESTERN SPOT 100 SX CLASS H CMT PLUG FROM 6934 
TO 6585'/ POH, LDDP TO 1850'/ WESTERN MIX & SPOT 130 SX CLASS C CMT PLUG 
FROM 1850 TO 13677 PU TO 1000', CIRC & WOC 4 HRS, LWR DP, TAG CMT PLUG @ 
1519'/ POH, WESTERN SPOT 25 SX CLASS C CMT PLUG @ SURFACE/ ND BOP/ CUT OFF 
WH & 8-5/8" CSG/ WELD ON STEEL PLATE & DRY HOLE MARKER, JET PITS/ RLSE RIG 
12:00*||IDNIGHT 7/04/89/ WELL P&A/ MVf.8.8 PPG/ 



PAGE 5 
SCOGGIN DRAW FEDERAL COMM 'B' #1 
BT/Q1/B9 ~ 
TMD: 10050 TVD: PBTMD: PBTVD: 
10,050/LM & SH/PU DST TOOLS/O/FIN POH W/OE DP, TIH W/BIT, TAG TOP OF CMT 
AT n 7 C n l n p c c c OFF PMT pl"r- T n Q 7 W SET 50,0000 ON CMT PLUG HELD OK., 
CIRC & COND MUD, BUILD VOLUME, MADE 10 STD SHORT TRIP, WAIT 1 HR LOWER TO 
BTM W/NO DRAG OR FILL, POH W BIT, NOW PU DST TOOLS, MW 8.8 PPG 

07/02/89 
TMD: 10050 TVD: PBTMD: PBTVD: 
10,050/LM & SH/TIH/O/FIN PU DST TOOLS, TIH TO 1000', ADD 1000' OF WTR 
CUSHION, FIN TIH FOR DST, SET PKRS/DST #1. 9600-9780. MORROW, HALLIBURTON, 
1000' WTR CUISHION, BHC 3/4", SC 1/4", 10 MIN IF, 30 MIN ISI, 60 MIN FF, 
180 MIN FSI, IF: OPEN W/WEAK. BLOW INCREASING TO 1-1/2 OZ. IN 10 MIN, ISI: 
BLOW DIED IN 30 MIN, FF: OPEN W/WEAK BLOW INCREASING TO 3 PSI IN 30 MIN, 
AND STAYED AT 3 PSI FOR REMAINING 30 MIN, FSI: PRESS WENT FROM 3 PSI TO 0 
PSI IN 1 HR AND STAYED DEAD THE REMAINING 2 HRS, MO RAS TO SURF JARRED 
ON PKRS TO 100,000* OVER WT. FOR 30 MIN, AND JARRED PKRS FREE, PKRS 
DRAGGING MOST OF THE WAY OUT OF THE HOLE, POH, HAD NO ADDITIONAL RECOVERY, 
JUST 1000' OF WTR CUSHION IN DP, LD DST TOOLS, -SAMPLER PRF̂  '7np, PST 
RFC, TR rr Miin n rr WTR n rr nn i? e, PF CA<; RUT TAP, nrc r TUP A W PSI, 
IF 5£3 TO 563 PST TST l?n PSj pp 563 PSI TO 563 PSI. FST 1985 PST. FHP 
4506 PSI, TIH W/ BTT. BHA ft 1 STn DP TO 700'. WFI 1 PASSTNG. CTRC ft I PAD HOLE 
W/MUD, APPARENTLY WHILE POH W/DST TOOLS SWABBED IN SOME GAS AND WHEN TIH 
W/BIT HOLE TOOK SOME FLUID, HH IU IM) 1, (JIUC UUI (iAii CUT MUD, TIH W/BIT 
N0Wj5O9Q21» LOST APPROX 200 BBLS MUD WHILE TIH, MW 8.8 PPG 

07/03/89 
TMD: 10050 TVD: PBTMD: PBTVD: 
10,050/LM & SH/CIRC & WOC/O/FIN TIH W/BIT, WASH 50' TO BTM W/NO FILL, CIRC 
AND COND HOLD AND WOO, RECEIVED ORDERS TO P&A, TOH LDDCS, TIH W/OE DP TO 
9550', CIRC BTMS UP, WESTERN MIX & SPOT 125 SX CLASS 'H' CMT FROM 
9550' TO 9300', PU TO 9000', CIRC & WOC, WILL TAG CMT PLUG AFTER 4 HRS 
WOC, AS PER BLM SPEC. MW 8.8 PPG 

07/04/89 
*** FINAL REPORT *** 
TMD: 10050. TVD: PBTMD: PBTVD: 
10050/LM & SH/RLSE RIG/0/ CIRC & WOC 4 HRS, LWR DP & TAG CMT PLUG & 9333'/ 
POH, LDDP TO 8816'/ WESTERN MIX & SPOT 50 SX CLASS H CMT PLUG FROM 8816 TO 
8662 7 POH, LDDP TO 6934'/ WESTERN SPOT 100 SX CLASS H CMT PLUG FROM 6934 
TO 6585'/ POH, LDDP TO 1850'/ WESTERN MIX & SPOT 130 SX CLASS C CMT PLUG 
FROM 1850 TO 1367'/ PU TO 1000', CIRC & WOC 4 HRS, LWR DP, TAG CMT PLUG & 
1519'/ POH, WESTERN SPOT 25 SX CLASS C CMT PLUG @ SURFACE/ ND BOP/ CUT OFF 
WH & 8-5/8" CSG/ WELD ON STEEL PLATE & DRY HOLE MARKER, JET PITS/ RLSE RIG 
12:00<fIDNIGHT 7/04/89/ WELL P&A/ MW 8.8 PPG/ 



JUN-11-1392 03=56 FROM CURRIER ABSTRACT TO 19156871735 P.04 

i % to-

•. • 'J: 

'• ASSIGNMENT ̂ pgopE îfiKo^caalal 
KNOW ALL MEN BY THESE ' PRESENTS5* 

0BH 

That the undersigned, JOHN H. TRIGG; and wife, - PAULINE ;V'. 
TRIGG, Assignor, for and in consideration of the sum of:TEN DOL­
LARS, cash i n hand paid, the receipt and sufficiency of which i s 
hereby acknowledged, do hereby transfer, s e l l , convey and assign 
unto SINCLAIR OIL .' CORPORATION,.. Assignee, an undivided 5C# i n ­
terest i n and to the exclusive ri g h t and privilege of operating, 
testing and developing che premises for o i l , gas, casinghead gas 
and other hydrocarbon minerals and in and to a l l the rights and 
privileges grantee to Lessee under the terms thereof, and i n the 
event of discovery and production of sur.h minerals, the ownership 
of production therefrom, covered by the following described o i l 
and gas lease: 

Serial Nur.ber: 

Dated: 

Lessor: 

Lessee: 

Land Covered: 

LC 060122 

April 1, lSkS 

United States of America 

John Tedrewe Bonner 

(Among o:her lands not included 
herein) the minerals at the depth 
and strata i n land located l n 
Eddy County, New Mexico, and 
described as: 

Township 13 South, Ran^e 27 East, N.M.P.M. 

N/2 of Section 27 

containing 320 acres,'mors or less, down to and 
including the depth of 10., C35 feet from the surface. 

Overriding Royalty 6.25* 

together with a l i k e interest i n a l l personal property thereon 
or pertinent thereto or used or obtained i n connection therewith 
and subject, however, to a l i k e proportionate part of the basic 
royalty and subject to a l i k e proportionate part of the above 
mentioned overriding royalty. 

The above described o i l and gas lease is subject to t h t Op­
erating Agreement covering the above described land, by and between 
John H. Trigg and v/ifs, Paulina V. Trigg and Sinclair Oil Corporation. 

As 
notices 
the Ince 
to said 
applicat 
to the 1 

request 
royalty 
assignme 
shall na 
of a l l e 
and affe 

signor shall promp 
or other cor.ununica 
r i o r or any repre 
o i l and gas lease 
ion for any extens 
anda covered by th 
is allowed or penn 
of Assignee, make 
cr other r e l i e f wi 
nt which to Assign 
y or reimburse AS3 
xoenses in connect 
t the lands cover 

t l y furnish LO Assignee copies of a l l 
tlons received from the Department of 
entative or o f f i c i a l thereof pertaining 
and shall upon request of Assignee make 
ion or renewal of said o i l and gas lease 
13 agreement where such renewal or ex­
i t ted by law or regulation, and upon 
application for any d r i l l i n g , rental, 
th respect to the lands covered by this 
ee may be deemed proper and Assignee 
ignor for Assignee's proportionate part 
ion therewith, insofar as the same cover 
ed by this assignment. Assignor hereby 
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i i i " 1 connection with isaid o i l and gas lease insofar'as ̂ saffie^c'civers 
. ' and affects• the. lands';covered by this, assignment. ^i^-v ' ' ^^ f i ' ? ,^ - .••: 

. In the event .that Assignor shall desire to surrender or re­
linquish said lease insofar as i t covers those depths iand strata., 
and any mineral or minerals i n the lands f i r s t above described and 

•;. retained by Assignor, or any part thereof, Assignor shall execute 
and deliver to Assignee a proper assignment of said o i l and gas • 
lease insofar as i t covers the aforementioned premises, or such 
portion thereof as Assignor may desire to surrender or relinquish. 
Assignee agrees to accept such assignment, and immediately f i l e 
the same f o r approval along with necessary proof of i t s q u a l i f i c a ­
tions to hold a Federal lease in accordance with the regulations. 

' of the Department of the I n t e r i o r , and to Tarnish Assignor with a 
copy of the qualification papers so f i l e d . After approval of said 
assignment by the Department of the In t e r i o r , Assignor shall be re­
lieved of thei r duty to pay rentals and/or minimum royalties as here­
inafter provided, which are apportionable to the land covered by 
such assignment; and thereafter the premises so assigned bo Assignee 
shall be free and clear of the terms of this assignment. 

Assignor shall pay a l l rentals and/or minimum royalties which 
may become due and payable under the terms of said o i l and gas 
lease hereinabove described with respect to the land covered here­
by, and Assignee, i n proportion to i t s ownership, shall reimburse 
Assignor for one-half of a l l such rentals and/or minimum royalties 
paid; provided, however, that Assignor shall not be li a b l e f o r i n ­
advertent fa i l u r e to pay such rentals and/or minimum royalties. 

A l l of the parties hereto shall be entitled co any benefits 
or credits or. minimum royalty payments, as provided for in said 
lease, cn account of the production of o i l , gas, casinghead gas 
and other hydrocarbon minerals up;on any part of the land described 
i n said lease whether the same be on account of the production of 
said products from the land retained by Assignor and excepted from 
the operation of this assignment or upon the land, or any part there­
of, covered by this assignment. 

EXECUTED a3 of March 7 196JL-

Pauline V. Trigx / ( j 

ASSIGNOR 

Effective I'srch !So9, Sinclair Oil Corporation, a New York 
corporation, was rr.er«-;oii into Atlantic Richfield Company, a Pennsyl­
vania corporation., end a l l interests of the rr.erged company i n the 
within -'is*-.l̂ mr.ent anc any antecedent agreements by operation of law 
vsated i n , and a l l obligations imposed on the merged company by the 
within assignment snd any cntecedent agreements were assumed by 
Atlantic Richfield Company. For this reason the within assignment 
is., bein.'' e;;ccuced by Atlantic Richfield Comnany, this day of 

ATLANTIC 1=:1'CK?IELD COMPANY 

By & £ . c l 
"its At to rney- in -Fac t 

ASSIGN?? 
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s 706' 

STATE OP _jjry JEXICO_ 

COUNTY OP CHAVZs 

-•7th d ^ l r r 0 T t i ^ s l n s t r u f f l ^ was acknowledged w O M B « . 

••l.'.V':.'; • 

V- '. 

-i-tv,•'•> :$®&&Mlon Expires: 

THE STATE OF TEXAS ) 

COUNTY OP MIDLAOT j 

^ a r y T u b T Z c — . ~ j y s » & > «y cornmission expires 
June 1 , 1969. 
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NO. 

CHARLES E. NEARBURG, d/b/at 
NEARBURG EXPLORATION COMPANY", 

PLAINTIFF, 

vs. 

JOHN H. TRIGG AND PAULINE V. 
TRIGG, AS TRUSTEES OF THE 
TRIGG FAMILY TRUST, YATES 
PETROLEUM CORPORATION, 
YATES DRILLING COMPANY, 
ABO PETROLEUM CORPORATION, 
MYCO INDUSTRIES, INC., 
vH.M. BETTIS, INC.,5TURNCO 
INC., L.E. OPPERMAN, BETTIS 
BROTHERS, INC., M. CRAIG 
CLARK AND DAVID CROMWELL, 

DEFENDANTS. 

= !:3 

HE' DISTRICT COURT 

OF MIDLAND COUNTY, TEXAS 

JUDICIAL DISTRICT 

ORIGINAL PETITION OF CHARLES E. NEARBURG d/b/a 
NEARBURG EXPLORATION COMPANY 

TO THE HONORABLE JUDGE OF SAID COURT: 

Charles E. Nearburg d/b/a Nearburg Exploration Company 

("Nearburg") f i l e s t h i s his O r i g i n a l P e t i t i o n against John H. Trigg 

and Pauline V. Trigg, as Trustees of the Trigg Family Trust, Yates 

Petroleum Corporation, Yates D r i l l i n g Company/ ABO Petroleum 

Corporation/ MYCO Industries/ Inc./ H.M. B e t t i s , Inc./ Turnco Inc./ 

L.E. Opperman, B e t t i s Brothers, Inc./ M. Craig Clark and David 

Cromwell and r e s p e c t f u l l y shows the fol l o w i n g : 

1. Nearburg i s an i n d i v i d u a l r esiding i n Dallas County, 

Texas. 
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2. John H. Trigg and Pauline V. Trigg are individuals 

residing i n Chavez County, New Mexico upon whom process may be 

served by registered mail, return receipt requested, at P.O. Box 

520, Roswell, New Mexico 88201. 

3. Yates Petroleum Corporation i s a corporation authorized 

to conduct business i n the State of Texas, upon whom process may be 

served through i t s registered agent f o r service, Donald Logan, 201 

Wall Towers, Midland, Texas 79701. 

4. Yates D r i l l i n g Company i s corporation upon whom process 

may be served by serving i t s registered agent f o r service, S. P. 

Yates, 105 South 4th, Artesia, New Mexico 88210. 

5. ABO Petroleum Corporation i s a corporation upon whom 

process may be served by serving i t s registered agent f o r service, 

John A. Yates, 105 South 4th, Artesia, New Mexico 88201. 

v/6. MYCO Ind u s t r i e s , Inc. i s a corporation authorized to 

conduct business i n the State of Texas upon whom process may be 

served through i t s registered agent f o r service, Tom Dyches, 3 06 

West Wall, Suite 140, Midland, Texas 79701. 

7. H.M. B e t t i s , Inc. i s a corporation authorized t o conduct 

business i n the State of Texas upon whom process may be served 

through i t s registered agent f o r service, H.M. B e t t i s , 505 5th 

Street,.Graham, Texas 26046. 

8. Turnco Inc. i s a corporation authorized t o conduct 

business i n the State of Texas upon whom process may be served 
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through i t s registered agent f o r service, H.M. B e t t i s , 613 3rd 

Street, Graham, Texas. 

'9. L.E. opperman i s an i n d i v i d u a l residing i n Midland County 

upon whom process may be served at 500 West Texas, Midland, Texas 

79701. 

J 10. B e t t i s Brothers, Inc. i s a corporation authorized t o 

conduct business i n the State of Texas upon whom process may be 

served through i t s registered agent f o r service, Harry M. B e t t i s , 

Jr., 500 West Texas #830, Midland, Texas 79701. 

- 11. M. Craig Clark i s an i n d i v i d u a l residing i n Midland 

County upon whom process may be served at 310 West Texas Avenue, 

Suite 714, Midland, Texas 79701. 

„ 12. David Cromwell i s an in d i v i d u a l residing i n Midland 

County upon whom process may be served at 2819 Shandon, Midland, 

Texas 79705. 

13. This Court has j u r i s d i c t i o n of the subject matter and 

partie s involved i n t h i s dispute. Venue i s proper i n Midland 

County because t h i s s u i t i s based on a contract which was made and 

performed, i n whole or i n part, i n Midland County. I n the 

al t e r n a t i v e , venue i s proper i n Midland County because one or more 

of the Defendants herein are residents of Midland County. 

FACTUAL STATEMENT 

14. The Trigg Family Trust (the "Trigg Trust") i s a record 

owner of an o i l and gas lease located i n Eddy County, New Mexico. 
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Said lease i s more p a r t i c u l a r l y described as Lease No. NM LC-

060122, covering among other lands the N/2 of Section 27, T-18-5, 

R-27-E, Eddy County, New Mexico, (the "Lease"). John H. Trigg and 

Pauline V. Trigg (the "Triggs") (Predecessors-in-interest i n the 

Lease t o the Trigg Trust) executed a Farmout Agreement with 

S i n c l a i r O i l & Gas Corporation ("Sinclair") dated November 4, 1966, 

a true copy of which i s attached hereto as Exhibit "A" (the 

"Farmout Agreement") . The Farmout Agreement provided t h a t S i n c l a i r 

would be assigned a f i f t y percent (50%) i n t e r e s t i n the "operating 

r i g h t s " of the Lease upon i t s completion of a commercially 

producing o i l and gas w e l l on the Lease. S i n c l a i r d i d , i n f a c t , 

complete a commercially producing o i l and gas w e l l on the Lease, 

which became known as the Chalk AKH Federal #2 w e l l (the "AKH #2") . 

S i n c l a i r was assigned a f i f t y percent (50%) working i n t e r e s t i n the 

Lease, insofar as i t covers the N/2 of Section 27, T-18-5, R-27-E, 

Eddy County, New Mexico, e f f e c t i v e March 26, 1969, pursuant t o the 

terms of the Farmout Agreement. A true copy of said Assignment, 

which i s duly recorded i n Vol. 68, p. 704 of the Miscellaneous 

Records of Eddy County, New Mexico, i s attached hereto as Exhibit 

"B". The Assignment was executed f o r S i n c l a i r by a representative 

of A t l a n t i c R i c h f i e l d Company ("ARCO") which merged with S i n c l a i r 

and acquired a l l of i t s i n t e r e s t s , e f f e c t i v e March 4, 1969. 

15. The Triggs and S i n c l a i r (ARCO) executed an operating 

agreement (the "Operating Agreement") covering the Lease 

contemporaneously with the Assignment evidenced i n Exhibit "B". A 
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true copy of the Operating Agreement i s attached hereto as Exhibit 

"C". Under i t s terms, S i n c l a i r (ARCO) was designated as operator 

of the Lease and the Triggs were designated as non-operators. The 

Operating Agreement was expressly made subject t o the terms and 

conditions of the Farmout Agreement. 

16. ARCO operated the AKH #2 f o r approximately twelve (12) 

years before i t was plugged and abandoned. Prior to the plugging 

and abandonment of the AKH #2 other wells were d r i l l e d on other 

t r a c t s encompassing the Lease which were commercially producing o i l 

and gas wells. Said wells have produced, and continue to produce, 

o i l and gas i n commercial q u a n t i t i e s thus perpetuating the Lease. 

17. By Assignment dated November 21, 1992, ARCO assigned a l l 

of i t s f i f t y percent (50%) i n t e r e s t i n the Lease t o Nearburg. A 

true copy of said Assignment, which i s duly recorded i n Vol. 100, 

p. 949 of the "Eddy County records," Eddy County, New Mexico, i s 

attached hereto as Exhibit "D". As transferee of ARCO, Nearburg 

became operator of the Lease pursuant t o the Operating Agreement. 

18. Defendants Yates D r i l l i n g Company, ABO Petroleum 

Corporation, MYCO Industries, Inc., H.M. B e t t i s , Inc., B e t t i s 

Brothers, Inc., Turnco Inc., L.E. Opperman, M. Craig Clark and 

David Cromwell are a l l purported b e n e f i c i a l i n t e r e s t owners i n the 

Trigg Trust's f i f t y percent (50%) record i n t e r e s t i n the Lease. 

Attached hereto as Exhibit "E" i s a schedule of the purported 

b e n e f i c i a l i n t e r e s t owners and t h e i r respective percentages of 

ownership. 
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CAUSE OF ACTION 

19. One or more of the Defendants named herein (the 

"Defendants") dispute the v a l i d i t y of the Operating Agreement and 

deny that Nearburg i s the lawful operator of the Lease. A genuine 

controversy has arisen and now exists between Nearburg and the 

Defendants regarding the v a l i d i t y of the Operating Agreement and 

the i d e n t i t y of the lawful operator of the Lease. This dispute 

concerns a l l persons who purport to own an i n t e r e s t i n the Lease, 

whether of record or b e n e f i c i a l l y , and has necessitated t h a t a l l of 

the Defendants be joined i n t h i s s u i t . 

20. Nearburg seeks a declaratory judgment pursuant t o the 

Uniform Declaratory Judgments Act, C i v i l Practice and Remedies Code 

Section 37.001, e t . sea.. decreeing ( i ) t h a t the Operating 

Agreement i s e f f e c t i v e as between Nearburg and the Defendants, and 

( i i ) that Nearburg i s the lawful operator of the Lease pursuant t o 

his a c q u i s i t i o n of the operating r i g h t s i n the Lease from ARCO 

(Exhibit "A") and pursuant to the terms and conditions of the 

Operating Agreement. 

21. A declaratory judgment w i l l terminate the uncertainty and 

controversy g i v i n g r i s e t o t h i s dispute as t o the v a l i d i t y of the 

Operating Agreement and the i d e n t i t y of the lawful operator of the 

Lease. 

22. Nearburg prays f o r such reasonable and necessary costs 

and attorneys' fees (both t r i a l and appellate) f o r the prosecution 
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of t h i s action as the Court finds j u s t and equitable, pursuant t o 

Texas C i v i l Practice and Remedies Code § 37.009. 

23. A l l conditions precedent t o Nearburg's r i g h t to the 

r e l i e f requested herein have been performed or have occurred. 

WHEREFORE, Nearburg prays t h a t the Defendants be c i t e d to 

appear and answer herein; that the Court enter declaratory judgment 

t h a t the Operating Agreement covering the Lease i s e f f e c t i v e as 

between Nearburg and the Defendants and that Nearburg i s the lawful 

operator of the Lease as pleaded i n paragraph 6 above; that 

Nearburg be granted j u s t and equitable attorneys' fees (both t r i a l 

and appellate) as pleaded above; th a t Nearburg be granted costs of 

s u i t ; and th a t Nearburg be granted such other and fu r t h e r r e l i e f , 

at law or i n equity, t o which he may be shown l a w f u l l y e n t i t l e d . 

Respectfully submitted, 

KEMP, SMITH, DUNCAN & HAMMOND, P.C. 
400 W. I l l i n o i s , Suite 1400 (79701) 
P.O. Drawer 2796 
Midland, Texas^'TS702-279-6—-. 
(915) 68^0011 / ) 
(915) ^87-1734 /(FAX)V / 

By: 

S t a t e / B a r No. 05511400 
J . Rafndy T u r n e r 
State Bar No. 20321500 

Attorneys for PLAINTIFF CHARLES E. 
NEARBURG d/b/a NEARBURG EXPLORATION 
COMPANY 
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PABMOUT Aounaonr 

THIS ACKBEMINT, nada and entered Into th day ef Beveabar, 

1966, by and between JOHK H. TRIM and PAULINE V, TBIGG, hit v l fa , whoee 

addraaa la Po»t Of flea lev 520, Xeovwll, Haw Mextoo. hereinafter referred 

ta at "Trigg", tnd BIMCLAXX OIL 4 OAS COMP AWT. whoee addraaa la Poet Offlea 

Bos 1470, Midland, Tesaa, hereinafter referred to aa "Sinclair"; 

VHHEAI, Trigg 1* the owner ani be Ida r of that eartatn Oil and Oaa 

laaaa froa tha Cntted Ctacaa of America te J . T. Bonner aa Leeaea, dated 

April 1, 19*8, bearing Serial Kuabar IX-0601J2, Inaofar aa aald leaae coveret 

Townohlo 18 South. Kama 27 taut. M.H.P.M.. Eddy County. Haw Mexico 

Containing 760.00 aeree, e»re or laaa, haralnaftar referred to aa 

"Said Land"! aad 

WHBUAS, Trlgg'e Intereat In aald laaaa covering Said Land ta or 

will be eubjeet to an overriding royalty Intereat of 6.2SX of a l l oi l and 

ga* produced, laved and Marketed froa the Bald Land vhteh la or wi l l ba 

owned by the children of Trigg, (hereinafter called "Children'a Override"), 

and; 

VHSBEAS, Sinclair daelrea to acquire and Trigg dealraa to fermeet to 

Sinclair certain lntereata In and under the above deaerlbed laaaa Inaofar 

aa It covera Said Land, upon the tenaa and conditions haralnaftar aat forths 

H0V THBMF0PE, for and ln conelderatlon of tha prealtea and mutual 

oovenanta herein contained the partlaa hereto agree aa followat <-

1. Sinclair agrees to commence on or before December w, 1966, tha 

drilling of a taat vr 11 for oi l and gaa, hereinafter referred te ae the 

"Initial Taat Well", tt a location In the SVtHVk of Section 27, Townahlp IS 

South, Range 27 Bait, N.M.P.M., Eddy County, New Mexico, and to dr i l l and 

complete »och wall on or before ninety (90) day* from data ef coonencenant, 

with due diligence and In a good and workmanlike manner, at tha tola cote, 

rlak and e*p«nee of Sinclair, to a depth of 9,000 faat from tha aurface of 

V I 

Section 22i 
Section 27i Rfc, KEfcSWfc, Wk*U 

EXHIBIT A 



the ground er te e depth •efficient te adequately teat the Claee formation 

ef Pennaylvenlan age. whichever la the leaaer depth, a l l ln the opinion of 

Trigg'a geological department. 

2. Ihoold line la ir timely eoaaaaece and eeaplete aa a eeaaaareiel 

producer or plug and abandon aa a dry hole the Initial Taat Rail aa pro­

vided ln Paragraph 1 hereof, then Blnelelr ahall have tha optlea, but not 

the obligation, for a period of elx (*) months froa the data of completion 

ef aald Init ial Taat Wall to eecananee tha drilling or deepening of a teat 

vei l for e l l and gaa, hereinafter referred to aa tha t)ptien Wall", at a 

location ef Slnelalr'a ehoiee on Sold Land, and to dr i l l and eesaplete aald 

Option Hall vlth due diligence and in a good and workmanlike manner, at the 

aole eeet, rlak and expenaa ef Sinclair, to a depth sufficient to adequately 

teat tha Morrow formation of Panneylvenlan age, or te a depth sufficient 

to adequately teat the Devonian formation, a l l ln the opinion of Trigg*• 

geologleal department, aald Option Hall to be drilled and completed within 

ninety (90) day a ef ooaaaaneesant. 

3. (a) Should Sinclair coma la to tho Init ial Taat Hell , aa pro­

vided ln Paragraph I hereof, aa a wall capable of producing o i l and/or 

gas in ceeaeroisl euantltlae, Trigg agroea to convey eo Sinclair at 

undivided one-half (1/2) Intereat in the operating rlghta froa the eurfaee 

ef the ground down to and including one hundred (100) feet below the 

deapeet depth drilled, In, to and under Said Land, subject te Its proportionate 

part af the chlldren'e Override. 

(b) Should Sinclair d r i l l and complete the Option Hell, ta 

provided ta paragraph 2 hereof, aa a well capable of producing el l and/or 

gaa In commercial quantities, Trigg agraaa to convey to Sinclair an undivided 

one-half (1/2) Interest in the operating rights down to and Including one 

hundred (100) feet below the deepeet depth drilled. In, to and under Said Land, 

subject to Its proportionate part of the Children's Override, provided however, 

should Sinclair have earned the rlghta provided in (a) of this Paragraph 3, 

than Trigg shall convey an undivided one-half (1/2) lntsrest in, to and 

under Said Lands froa the depth of the rlghta conveyed under (a) of thia 

Paragraph 3, down to and Including one hundred (100) faat below tha deepest 

depth drilled ln the Option Hell . 



4, After completion ef the In i t ia l Taat Hall, whether aa a producer 

er dry hole, Sinclair, at lea election, ahall either (a) conduct eeatlnoous 

drilling operations on the remainder of laid tend with not more than one 

hundred twenty (120) days a lap a tag between the coaptation of a well, 

whether at a producer or dry hole, aad the coamneeuont of actual drilling 

of the next auceeedlng well until Slnclelr ahall have drilled one well te 

each standard apaclng or proration unit fixed by any special field rules 

promulgated by the Raw Koxlco Oil Conservation Commission, or la the abeenee 

ef each rules, one well to etch 160 aero governmental quarter seetlea in 

Said Land) aaeh auch additional wall eo be drilled and completed within 

ninety («0) days from commencement thereof, or (b) surrender and releaae to 

Trigg a l l of laid Land except each tract aa defined la (a) ef thia Paragraph A, 

upon which a producing well hat boon completed, warranting aame to be free 

and clear of e l l liana, obligations or encumbrances suffered by glaelalr. 

A l l other provisions applicable to the Ini t ia l Tett Hell shall be carnally 

applicable to eaeh additional well . Pillore ef Slnclelr to conduct continuous 

drilling operations as herein provided shall not preclude Slnclelr from 

exorclalag the option grented under Paragraph 2 to dr i l l the Option Hall . 

5. Should any wall required sr permitted under this Parmowt Agree­

ment be loat er Junked through no negligence or eeraletsnese of SUelelr , 

or Ita sgeatt or eaployaee, er I f In the drilling of auch walla, granite or 

ether practically impenetrable aubstanea or condition i t encountered rendering 

further drilling Impractical according to tba atandardt of the lanedlate area 

or field, then and ln either of auch evtnte, and within thirty (30) daya from 

tha data auch well la loat or junked er abandoned on encountering aach 

practically Impenetrable substance er condition, Sinclair may, at ita 

election and without penalty, commence the drilling of s substitute well at 

a location of Sinclair's choice on the same quarter-quarter section of Seid 

Land, provided, however, such locetion ahall conform to and comply with the 

rule* and regulationa of the Raw Mexico Oil Conaexvation Cosnlselea, and tuch 

substitute well, In order to qualify aa a aubstituta wall, ahall be drilled 

and completed In tha tame-manner at ham in specified for tha well ao loat, 

junked er abandoned, snd as to a l l of which the decision ef Trigg'* Caological 
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Department shall ha oooelualve. Should Sinclair timely commence and 

d l l l | a« t ly complete auch a eubetltute wall pursuant to tha tense of thta 

paragraph, than ln anch event I t ahall he ceaaldered for a l l purpoaes 

hereof that the ve i l for which It l l a substitute waa ccmmtnced, drilled 

•nd eeapleted within the time, to the depth, and ln tha manner provided 

tha ra far, 

6. The parties hereto agree thsit the location af tha I n i t i a l Teat 

Hall, aa provided in Paragraph I hereof, has been selected by Sinclair te 

provlda Trigg with a carried f i fty (901) per cent working Intereet ln eeid 

Inleial Taat Veil completed into the tanks frac of a l l east anal expense te 

Triggj ahow Id the law Mexico Oi l Coneerratloe Comal s sloe establish epeelol 

field rulee providing for MO acre speclng or proration units, Sinclair aad 

Trlgg*g working Interact ln tha Inleial Taae Vail would be redoeed pro-

pert ions tely; in such event, at Sinclair's sola cost aad axpenaa, g laa let r 

agreea to carry Trigg In the drilling ef a subsequent wall oo Said Land 

in Section 12, to the extant of the difference between Trigg's working 

Intereat la the In i t ia l Teat Vail and fifty (501} par cent. I f Sinclair 

electa nee to dr i l l aach additional well within the time specified tn 

Paragraph 4(a), tha previa lone of Paragraph 4(b) hereof wil l epply. 

7, I t i l agreed between the parties hereto that open conveyance of 

the operating rights earned by the performance of the obiIgatlone aet forth 

herein a l l tubeequent operations en Said Land will be conducted ln eeeerdenee 

with the terms af tha form of Joint Operating Agreement attached hereto and 

marked Sxhlblt "A"; and that at such tlaa as Sinclair ahell have earned its 

Intereet in Said Land a l l partlea hereto ahall properly execute eeid joint 

Operating Agreement, 

I . Trigg wi l l make a bona fide effort (with ne penalty or liability 

for over eight in thta connection) to pay a l l rants la or ainlaua royalty 

becoming due after the date of thia Pamocit Agreement under the terms 

Of the above deacrlbad lease, Insofar as It covert Said Land) and Sinclair 

thall reimburse Trigg for ens-half (1/2) of auch rente Is or ainlaua royslty 

within thirty (30) days after receipt of Trtgg't Invoice therefor. 

9, Sinclair agraea to Veep Trlgg'a leasehold Intereat free from 

ltana, encumbrances and claiaa created by, through or under Sinclair and 



chit Sinclair, i t i contractor er subcontractor ahall eerry lnewrenee vleh 

satisfactory eompanlee and ef sufficient coverage to Insure agalnat the 

rlaka opacified in Paragraph 26 ef Sxhlblt "A" attached hereto. 

16. Sinclair ahall allow the representatives end duly swtkerlsed 

agenta of Trigg te have ecceaa te Said Land, aa well aa tha derrlek floor 

of eny well or walla drilled pursuant to this Paiaeut Agreenont, at any and 

a l l Class during the dril l ing, coapletlng, reworking end/or operatlag of 

any audi wall or walla, and ahall furolah Trigg with any and a l l Interact lee 

available pertaining to the drilling, coapletlng, reworking end/or operation 

ef any aueh well, including but not Halted toi 

(a) One copy ef e l l reports pertaining ta the dril l ing ef any 

auch wall filed by Sinclair with any governmental authority, auch reports 

to be delivered to Trigg at the aaaa tine auch reports ere filed with auch 

governmental authority) 

(b) Coplea of dally drilling ra parts showing the status, progress 

and changes In formation encountered In the drilling of any auch wall, and 

oc«plete reaulta of directional electric, crooked or straight hole surveys, 

core enclyeaa and any and a l l other tests or surveys made la connection 

with aueh welIt 

(c) A ful l set mt aaapla cuttings froa any aueh wall , to ba 

delivered te the New Maxlee Oil Scouts Association, I n c . , 115 Merck Coleman, 

Vebba, Vow Mexico, no later than fifteen (15) days sfter the completion or 

plugging ef aueh welIt 

(d) Dual Induetlen-Lataroleg end C«a»«-Ray-Sonic logs or 

equivalent loga ehell be made and two prints snd one reproducible sepis 

copy thereof shall be furnished Trigg| 

(e) In the event a shoving of oil or gaa la encountered at any 

depth er upon encountering a proepeetlvc e l l or gas tone st say depth ln 

aueh wall, Sinclair ahall give Trigg reasonable notice thereof in auffleiant 

tiaa'to have a representative preaent whan such tone Is teatad or cored, 

and i f , in Trigg's opinion It la justified, any showing of o i l or gaa ahall 

be adequately tested In a prudent aunneir In seeordsnee with good e l l f i e ld 

practices; 

5-



(f) All notices heroin required ahall ba given ta Trigg ar any 

of hit empleyeee at Peat Office Sex 5JO. kosvsll, loo Mexieo, ta Upborne 

number 623-3140 If given during normal working houra er If given en weekends 

or after regular working houra to Mr. 6. X. Harrington, Oeologlat, at Seawall, 

Mow Mexico, telephone number 623-3415. 

11. In connection with the performance of work under thia agreement, 

Sinclair agrees to eomply with e l l of the provisions of Section 301 (1) to 

(7), inclusive, of executive Order 10525 (28 P. I . 6485), vhleh ore hereby 

incorporated by referancc ln thia agreement. 

12. I t la underetoed that thia agreement and the ebllgetleee here­

under are personal and not assignable by Slnclelr without Trlgg'a expressed 

eonaaat In writing and that said obligations sre several and net Joint and 

nothing herein contained shell constitute or be construed te eonetltuta a 

partnerahlp, either general or nlnlng, aa between Sinclair and Trigg. 

13. (e) I t la understood that If Sinclair fall a to eomply with 

the terms and provisions ef this contract with respect to the ce—aaes-

ment, drilling end completion of the walls herein provided for, Trigg, 

in addition to any other relief to whloh i t may be entitled, may demand 

surrender end release of the intereat transferred herein of s l l ef Said 

Land except eaeb tract aa defined In (a) ef Paragreph 4.hereof, use* 

which a producing well has been completed, and Sinclair ahall thereupon 

execute and deliver to Trigg an appropriate recordable lnetrument 

warranting the Intereet so surrendered and released to be free and elear 

of all llane, obligations er ancumbrencea auffared by Sinclair. 

(b) Upon breach of any of tha terms and conditions hereof by 

Sinclair, (other than failure to comply with reapect to commencement, 

drilling end completion of the walla an herein provided), Trigg aball notify 

Sinclair ln writing alleging specifically the respects ln which Trigg con­

siders Slnclelr hoc failed to comply, and Sinclsir shall have thirty (30) 

daya'after the mailing of auch ootieo try Trigg within which to remedy auch 

default ao alleged by Trigg. In the event Sinclair haa not cured aald 

default within aueh time, Trigg mey st Its option, tsrninate this agreement 

whereby any rlghta hereunder, will revert to Trigg, except ss te eeeh traet 

aa defined ln (a) of Paragraph 4 hereof upon which a producing wall haa 

been completed. 



The taraa ef chit agreement ahall bind th* parties ha raw ana ahall 

Inure te the benefit ef their respective helra, devlseea, tueeeaaera and 

aaalgae. 

Uf wITHISI VKTIIOF, thia Instrument la executed en the day end year 

flrat hereinabove written. 

ff John R. T r l f j 

Peullna V, Trigg ° 

ttATI OP RW KEXXOO I 
I se. 

courrrr or CUTU I 

SIRCLAM on. & CAI COMPART 

it* 

The feregelng lnatruaant waa acknowledged before na thia day 

sf Hovewber, 1966, by JOHR R. TtlOG andl PAQLXKS T . TtlOO, hla wife. 

Rotary Public 
My COaalaalon Explraai 

rr 
ITATR OF THAI 

coram or MIDLARD 

I 
I 
I 

The foregoing Instrument waa acknowledged before aa thia /e* day 

of November, 1966, by P. M, KDBDI8H, Ylee President of Sinclair Oil & Oaa 

C cap any, a Maine corporation, on behalf of said corporation. 

Rotary Public 

J6 
Comalselen Xxplteet 
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EXHIBIT "A" 
TO FARMOUT AGREEMENT* BT AMD BETWEEN 

JOHN H. TP.ICG and PAULINE V. TMOC ind SINCLAIR OIL A CAS COMPANY 

MODEL FORM OPERATING AGREEMENT—1956 
WHC-FecVral Landi 

OPERATING AGREEMENT 

DATED 

_ 19 . 

. t 
FOR UNIT AREA IN TOVNSHTP lS_»ou*b. , RANGE _27.UaZ^MJLAJI, 

. IMT COUNTY, STATE OF SELMKIQ5L 

PuMnrwd and tor Sow »y 

ROSS-MARTIN CO. 
Bea 100 

TUIM, OfcMwma 

Form 610 



OPERATING AGREEMENT 

THIS AGREEMENT, entered into thi* day "« 19 , between 

SINCLAIR OIL &-QAa...COM£Alg 
hereafter designated t l "Operator", and the signatory parties other thin Operator. 

WITNESSETH, THAT: 

WHEREAS, th* partita te thie agreement are ownart of oil and cat lette* covering and, if to Indicated, 

unleaatd mineral Intereit* In tha tract* of land dticribed In Kxhiblt "A", and all partial hive reached *n 

agreement to explore and develop thaee leate* and Intereat* lor oil and fat to tha extent and u hereinafter 

provided; 

NOW. THEREFORE, it U agreed a* fellows: 

1. DEFINITIONS! 

A* uted In thi* agreement, the following word* and ttrm* >hall have the meaning* hare ascribed te 

them. 

(1) The wordi "party" and "parties" ahall tlway* mean * party, or partite, to thi* agreement. 

(J) Tha partlet to this atreement ahall alway* ba referred to a* "It" or "they", whether the partlM be cor­

porate bodiei, partnership*, association*, or persona reel. 

(I) The term "oil and gas" than include oil, gat, easlnghsad gat, gas condensate, and all other liquid or gast-

out hydrocarbon*, unlet* an intent to limit the Inclutivttiess of this term I* specifically stated. 

(4) The term "oil and gas interests" shall mean unleased few and mineral interest* in tract* ef land lying 

within the Unit Area which ere owned by parties to thi* agreement. 

(5) Th* term "Unit Area" shall refer to and Include all of the land*, oil and t u leasehold interests and oil 

and gat interest* intended to be developed snd opersted for oil snd te* purposes under this agreement. 

Such lands, oil and gas leasehold Interests snd oil snd gas interests sre described In Exhibit "A". 

(I) Ths term "drilling unit" shall mean ths srea fixed for the drilling of one well by order or rule af any 

rtate or federal body having authority- If a drilling unit I* not fixed by any tueh rule or order, a drilling 

unit ihall be the drilling unit at established by tha pattern of drilling In the Unit Area or as fixed by ex­

press sfreement of the parties. 

(T) All exhibit* attached to thit agreement are made a part of the contrsct ss fully as though copied m full 

in the contract 

(I) Tha word* "equipment" and "material*" a* uted here ar* synonymous and shall mean and Include all 

oil field supplies and personal property acquired for u*e in th* Unit Area. 

t «J1WJB B H A H I K A T I O W I L O S S O F L E A S E S A N D O I L A N D G A S I N T E R E S T S 

AI Title Bxaialiiallsai' 

Baih patty *th*f thaw waaiatet ihall »nmp»ty submit tt Oeaastai etttraet* tenHied fssm btginwiw*iter 

recent dtte, together with ill title papers in Itt poueulon covering lease* snd oil and ga* Interests wh>*nt It 

lubjectinf to thi* contract. All ot these abstract* and title recant* shall be examined for tha bepaflfot all par. 

tlss by Operator's attorney*. 

Operator ihall promptly tubmlt abstract* certified from beginning to r*e*p>-date, together with all title 

papers in it* possession covering lease* and oil and ga* interest* which lUf'iubJectlng to thi* agreement, to 

^ for examination by tha letter's 

attorney for the benefit of all parties. 

All title extminatione (hall ba made wtlhoutcMfgs. Each examining attorney ahsll prepere s com­

plete title report on each separata tract based̂ upon the abstract record and title papers submitted to him. Eaeh 

title report ihtU contain a Hit of fee owpef* and their Interests, shall state tha attorney's opinion concerning 

vslldlty of thsir interests, and sha^Tcontsln tn enumeration tnd description of title defects. If any, a report up. 

on mortgage*, taxes, penr^irgiults, and Judgment*, ind unreleaied oil and gas lease*, and s list of require-

ment*. If sny, upo^etmeh the examiner's approval of title to the lease or oil snd fas interest is contingent. The 

title report^Mfl also contain a specific description of the oil end ges leate being subjected to thia contract, 

with^Kitstement of it* form, term (which will be satisfactory if ;lt ha* * primary term expiring not sooner 
— — — ) , .».«••«>«> . . . . . l ^ i il ill i . i , , . . . i . l . l . i n . . - J ...in .1 l . n i i y 

"Joint Lot*" 



fauna no tZWt.'IZ'XJSi 

• abiigetiam mil i l Hum nyslly, eil ipiyumti; ens sltue iiaceiel »uratn»,—iS cepy of rn.il title upmlnii, imi. 

of etch supplemental opinion, and of all final opinion!, ihall ba lent promptly to each party. The onjwfon of 

the examining attorney concerning the validity of the title to each oil and gat intereit ind eeejpeass, and the 

amount of Intereit covered thereby ihall be binding and conclusive on the parties, but^tte acceptability of 

leases ss to primtry term, royalty provisions, drilling obligations, snd special byydent, shall be e matter for 

approval and acceptance by sn tuthoriztd representative of each party, 

All title examinations shall be mide, and title reports tutmjiMfdTwithin a period of days after the 

submission of abstracts and title papers. Each party sha^fngood faith, try to satisfy tha requirements al the 

examining aUorneyt concerning Its leases and intê aetsTsnd each shall have a period of days from 

receipt of title report for this purpose. If ttje-nue to any lease, or oil snd gu Interest, is finally rejected by 

the examining attorney, all partialshjsrfthen bt ssked to iitste in writing whether they will waive the title 

defects and accept the lesses oj>rnlerestt, or whether they will ittnd on the attorney's opinion, if one or mora 

parties refute to wsive^ltrtdefeeu, this agreement ihall, In thtt case, be terminated and abandoned, snd sll 

abatrectt and tltlê ptl̂ erf shall be returned to their senders. If all titles are approved by the examining tt-

torneya, orusfaccepted by all parties, snd if sll leases ara accepted at to primary terms, royalty provisions, 

drilljpa/oblirsUons and special burdens, sll subsequsnt provisions of this agreement shall become operative 

ewmiediaielgi and the parties aaall pteeeid ts thela paelanwaaee ea t»ey see hsuinertea elite*. 

B. failure ef Title: 

After all titles are approved or accepted, any defects of title that may develop shall be th* Joint re-

sponsibility of all parties tnd. If a title lost occurs, it ahall b«i the toes of all parties, with each bearing its pro­

portionate part of the loss and of any liabilities incurred In the lost. If such a loss occurs, there shall ba no 

change in, or adjustment of. the interests of the parties in tha remaining portion ef the Unit Area. 

C Laaa ef Leases fee Other Than Title Failure! 

If any lease or Interest subject to this agreement be lott through failure to develop or because express 

or implied covenants have not been performed, or if any lease be permitted to expire at the end of Its primary 

term and not be renewed or extended, the Ion shall not be considered a failure of title and all aueh lossss shall 

ba joint kisses and thill be borne by all partial in proportion to their inttrettt and there thai) be no readjust­

ment of interests In the remsining portion of the Unit Area. 

) . UNLEASED OIL AND OAS INTERESTS 

If any party owns sn unleased oil and gas interest in Ihe Unit Area, that interest shall be treated for 

lhe purpose of this agreement si If it were s tested interest under the form of oil snd gas lease attached as 

Exhibit "B" snd lor ths primary term therein stated. As to such Interests, the owner ihall receive royalty on 

production as prescribed in ths form of oil tnd gu least attached hereto ss Exhibit "B". Such party shall, 

however, be subject to atl of tha provisions of this agreement relating to lessees, to the extent that It owns 

the lessee interest. 

4. INTERESTS OF PARTIES 

Exhibit "A" UlU til of the parties, snd their respective percentage or fractional interests under thlt 

agreement. Unless chtnged by other provisions, all costs tnd liabilities Incurred in operation under this con­

tract thtll be borne tnd paid, snd all equipment and material acquired in operation! on the Unit Area shall be 

/Section 2 
owned, by the parties at their interesti are given in Exhibit "A"./Ail production of oil and gat from the 

Unit Area, tubject to Ihe payment of lessor's royalties, shell also be owned by the parties in the same manner. 

— 1 — 

"Joint Lots" 
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If any oil and ft* lttte covered by this agreement It tubiact to tn ovcrrldlnf royalty, production pay 

ment, or other charge over tnd tbove the utual one-eifhth (H) royalty, tho party contributing that laaaa thai! 

atiumt tnd tlone betr ill «uch excess obligations tnd (hall account for them to the owner* thereof out of IU 

•hare of the working intereit production of the Unit Aret. 

i. OPERATOR OF UNIT 

Sinc la ir O i l & Cat Company l h , n ^ ^ 0 p «rator of 

the Unit Area, tnd ahall conduct and direct and have full control of all operationi on the Unit Area at per­
mitted and required by, end within the llmlti of, thia agreement It ahall conduct all auch operation* in a good 
tnd workmanlike manner, but It thai) have no liability at Operator to the other parties for losses sustained, 
or liabilities incurred, except such tt may result from great negligence or from breach of the provisions oi 
this agreement 

«. EMPLOYEES 

The number of employee! tnd their (election, and th* hourt of labor and the compensation for aervices 
performed, shall be determined by Operator. All employee* shall ba the employee* of Operator. 

7. TEST WELL 

On or before the day of IP , Operator ahall commence the drill­
ing of a well for oil and gas in the fallowing location: 

NOME 

and shall thereafter oontinu* the drilling of the well with due diligence to 

unlet* grtnite or other prtctictlly impenetrable substance Is encountered tt t letter depth or unless ell parties 
agree to complete the well at a lesser depth. 

Operator shall make reasonable test* of al) formation* encountered during drilling which give indica­

tion of containing oil and ga* ln quantities sufficient to test, unless this sgreement shell be limited In Ita ap-

plication to * specific formation or formations, in which event Operator ahsll be required to test only the 

formation or formations to which this agreement may apply. 

If In Operator's judgment the well will not produce oil or gas in paying quantities, and It wishes to 

plug snd abandon th* test ss a dry hole, it shsll first secure tha consent of sll parties to th* plugging, and tha 

well ihall then be plugged tnd tbsndoned ss promptly as possible. 

I. COSTS AND EXPENSES 

Except ss herein otherwise specifically provided. Operator shall promptly psy snd discharge all costs 

and expense* incurred ln the development and operation of the Unit Ares pursuant to this agreement and shall 

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

provided In the Accounting Procedure attached hereto end marked Exhibit "C". If sny provision of Ex­

hibit " C should ba inconsistent with any provision contained In the body of this sgreement. the provisions in 

tho body of this sgreement shall prevail. 

Operator, at its election, shsll have the right from time to time to demand and receive from the other 

parties payment in advance of their respective sharea of the e*tim*ted amount of the cost* to be Incurred in 

operations hereunder during the next succeeding month, which right msy be exercised only by aubmlssion to 

each such party of in itemized statement of such estimated rotta, together with sn invoice for it* shirs there­

of. Each such statement snd invoice for the payment in advance of estimated coit* shall be lubmitted on or 

before the 20th dty of the next preceding month. Etch ptrty nhall psy to Operator its proportionate share of 

such estlmste within fifteen (15) days after such estimate and invoice ia received. If any party falls to psy its 

share of said estimate within said time, the amount due ahall bear intereat at Ihe rate ef^r^ie^aSx^xSi<t)ST*nC 

annum until paid. Proper adjustment shall be msde monthly between advances and aetusl cost, to the end 

that each party shall bear and pay it* proportionate (hare of actual cost* incurred, snd no mors. 



ism no ?wrr*r.v.w. 

f. OPERATOR'S LIEN 

Operator ta given a first and preferred lien on the interest of each psrty covered by thia contract, and 

in each party > interest in oil and gsa produced and the proceeds thereof, snd upon esch psrty'a intereat in ma. 

terial and equipment, to secure the psyment of sll aumi dus from esch auch party lo Operator. 

In the event any psrty fails to pay any amount owing by it to Operator sa its share of auch costs snd 

expense or such advance estimate within the time limited (or psyment thereof. Operator, without prejudice to 

other existing remedies, Is suthorised, st Ita election, to collect from the purchsser or purchasers of oil or gsa. 

the proceeds accruing to the working interest or interests ln the Unit Ares of ths delinquent party up to the 

amount owing by such party, and sach purchaser of oil or gas is suthorised to rely upon Operator's statement 

as to the amount owing by such party. 

In the event of the neglect or failure of any non-operating party to promptly psy its proportionate part 

of the cost and expense of development and operation when due, the other non-operating parties and Operator, 

within thirty (30) days aftsr the rendition of statements therefor by Operator, shall proportionataly contribute 

to the payment of such delinquent indebtedness snd the non-operating parties so contributing shall be entitled 

to tha same lien rights ss sre granted to Operator in thia section. Upon the payment by such delinquent or 

defaulting party to Operator of any amount or amounts on such dslinquent indebtsdneas, or upon any recovery 

an behalf of the non-operating parties under the Hen conferred sbove. the amount or amounts so paid or re­

covered shsll be distributed and paid by Operator to the other non-operating parties and Operator propor­

tionately in accordance with the contributions theretofore made by them. 

1*. TERM OP AGREBMENT 

Thia agreement shall remain In full force and effect for as long as any of the oil and gu leases subjected 

to this sgreement remain or are continued in force as to any part of tho Unit Area, whether by production, ex­

tension, renewal or otherwise; provided, however, that ln the event th* first wsll drilled hereunder results in 

a dry hole and no other well is producing oil or gu in paying quantities from Iha Unit Area, then at the end 

of ninety ((0) days after abandonment of tha first test well, this agreement shall terminate unless on* or 

mere of the partita are then engaged in drilling a well or wells pursuant to Section 11 hereof, or all parties 

have agreed to drill an additional well or wells under this agreement, in which event this sgreement shall con­

tinue in force until such well or wells ihall have been drilled and completed. If production result* there­

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

quantities, but if production In paying quantities does not result therefrom this agreement (hall terminate 

at th* and of ninety (90) day* after abandonment of tuch well or well*. It 1* agreed, however, that the term­

ination of this agreement *h*U not relieve any party hereto from any liability which ha* accrued or attached 

prior to the date of auch termination. 

11. LIMITATION ON EXPENDITURES 

Without the consent of all parties; (a) No well shsll be drilled on the Unit Ares except any well ex-

pressly provided for in this agreement and except any well drilled pursuant to the provisions of Section IS 

of this agreement, it being understood that the consent to the drilling of a well shall include consent to all 

necessary expenditure* In the drilling, testing, completing,*and equipping of the well, including n*c«*ary 

tankage; (b) No well ahaU be reworked, plugged back or deepened except a well reworked, plugged back or 

deepened pursuant to the provision* of Section 12 of thi* agreement, it being understood that the consent to 

the reworking, plugging back er deepening ot a well ihall Include content to all necessary expenditures in 

conducting such operatloni and completing*and equipping of.tiiid well to produce, including necessary tank, 

age; (c) Operator shall not undertake any single protect reasonably estimated to require sn expenditure in 

excess «* Th/,««and .Ttnll.r. (« 1.QOQ.0O ) 

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

viously authorized by or pursusnt to this agreement; provided, however, that in ess* of explosion, fire, flood, 

or other sudden emergency, whether of the ssme or different nature. Operator msy take such steps snd incur 

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

but Operator shall, ss promptly ss poisible, report the emergency to the other partiei. Operstor shall, upon 

request, furnish copies of Its "Authority for Expenditures" for any single project costing in ex. 

cess of «2.50O.OO 

* See Section 30(c) for sddit ionsl provision. 



It. OPERATIONS BY LESS THAN ALL PARTIES 

If til the ptrtiet ctnnot mutually t|ree upon the drilling or tny well on the Unit Aret other thin the 

tett well provided for in Section 7, or upon the reworking, deepening or plugging back of t dry hole drilled 

it the joint expense of ill partlet er a wall jointly owned by tit the partlet and not then produeinc in paying 

quinlltiet on the Unit Aret, any party or partlet withing to drill, rework, deepen or plug back tueh • well 

may give the other parties written notice of the proposed operation, specifying the work to ba performed, 

the location, proposed depth, objective formation and the estimated cost of the operation. The parties receiv-

!ng such s notice shall have thirty (30) days (except as to reworking, plugging back or drilling deeper, where 

a drilling rit iŝ Defecation, the period shall be limited to forty-eight (<S) hour* exclusive ot Ssturday or Sun­

day )/after Receipt oftne notice within which to notify the ptrtiet wishing to do the work whether they elect 

to participate in the coat of th* proposed operation. Failure ot a party receiving such a notice to so reply to 

it within the period above fixed shall constitute an election by that party not to participate in the east ot the 

proposed operation. 

If any psrty receiving such a notice electa net to participate in the proposed operation (such party er 

parties being hereafter referred to as "Non-Contenting Party"), then in order to be entitled to the benefit* 

Of thil section, the party or parties giving the notice and such other parties ss shall elect to participate ln the 

operation (all such parties being hereafter referred to as the 'Consenting Parties") ahall, within thirty (10) 

days ifttr the expiration of the notice period of thirty (SO) dtyt (or as promptly ss possible after th* expir­

ation ef tht 41-hour period where the drilling rig it on location, at the ease may be) actually commence work 

on the proposed operation and complete it with due diligence. 

The entire coat and risk of conducting tuch operations shall be bom* by the Contenting Ptrtiet in the 

proportions that their respective Interest* aa shown ln Exhibit "A" beer to the total interests of all Consenting 

Partite. Consenting Parties shsll keep the leasehold estates Involved in tuch operation* free snd elaar of all 

liana and encumbrances of every kind created by or arising from th* operations of the Consenting Parties. If 

tuch an operation result* in t dry hola, the Consenting Parties shall plug and abandon tha wall at their sole 

coat, ritk and expense. If tny well drilled, reworked, deepened or plugged back under th* provisions of this 

section results in a producer of oil and'or gu In paying quantities, the Consenting Parties shsll complete and 

equip the well to produce at their sola cost and risk, and the well shsll then be turned over to Operator and 

•hall be operated by It at the expense and for the account of thie Consenting Parties. Upon commencement of 

operation* for tht drilling, reworking, deepening or plugging back of tny tuch well by Consenting Parties 

in accordance with the provisions of thll section, etch Non-Consenting Party shell be deemed to heve relin­

quished to Contenting Ptrtiet, tnd the Consenting Parties shall own and be entitled to receive, in proportion 

to their respective interests, sll of such Non-Consenting Party's interest in the well, IU leseehold operating 

right*, and shsre of production therefrom until the proceed* or market value thereof (after deducting pro­

duction tsxes, royalty, overriding royalty and other interest* ptytble out of or manured by the production 

from such well accruing with respect to auch interest until It reverts) shsll equal the toUl of th* following! 

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

beyond ths wellhead connections (Including, but not limited to. stock Unka. separator*, trailers, 

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

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

Party's relinquished Interest shall rtvert to It under other provisions of this section, it being agreed that 

etch Non-Consenting Psrty's share of such costs snd equipment will be thst interest which would hsva 

been chargeable lo each Non-Consenting Party had It participated in the well from the beginning of 

the operation; and 

(B) 200% of that portion of the cost* tnd expenses of drilling, reworking, deepening or plugging btck, 

testing tnd completing, after deducting tny cash contributions received under Section 24, and 200% 

of that portion of the cost of newly tcquired equipment In the well (to ind Including the wellhead 

connections), which would have been chargeable to such Non-Consenting Ptrty if it had participated 

therein. 
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In th* cut of tny reworking, plugging back or deeper drilling operation, th* Consenting Parties shall 

be permitted to un, free of co«t, all eaaing, tubing and other equipment in the well, but the ownership of sll 

such equipment shall remain unchanged; snd upon abandonment of s well after such reworking, plugging 

back or deeper drilling, the Consenting Psrties shsll account for sll such equipment to the owners thereof, 

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

Within sixty (50) dsys after the completion ot any operation under this section, the party conducting 

the operations lor the Consenting Parties shsll furnish eech Non-Contentlng Party with an Inventory of 

the equipment in snd connected to tha well, and an itemised ststement of the coat 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 

billing*. Each month thereafter, during the time the Consenting Parties are being reimbursed a* provided 

above, th* Consenting Parties shall furnish the Non-Consenting Partiss with an Itemized statement of all 

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

and ps produced from It and the amount of proceed* realized from the Hie ot th* well'* working Interest 

production during ths preceding month. Any amount realized from the tala or other disposition of equip-

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

senting Party had It participated therein ihall b* credited sgairurt the total unretumed coat* of the work done 

and of th* equipment purchased, in determining when the interest of iuch Non-Contenting Party thill revert 

to It tt tbov* provided; If there it a credit balance it thai) be paid to tuch Non-Consenting Parry. 

If and when the Contenting Parties recover from a Non-Consenting Party's relinquished Interest the 

amount* provided for above, th* relinquished Interest* of tuch Non-Contenting Party than automatically 

revert to It and from and after such reversion such Non-Consenting Psrty shall own the same interest in tuch 

well tha operating rights and working Interest therein, the material and equipment tn or pertaining thereto, 

and tha production therefrom a* auch Non-Contenting Party would have owned had It participated tn tha 

drilling, reworking, deepening or plugging back of Mid well. Thereafter, tuch Nen-ConaenUng Party shall be 

charged with and shall pay ita proportionate part of the further cost* of the operation of laid well in accord­

ance with the term* of thit agreement and the accounting procedure schedule, Exhibit "C", attached hereto. 

Notwtthitanding the provisions of this Section It, It ls sgrstd that without the mutual consent of all 

partlet, no wells thill be completed In or produced from a source of supply from which a well located else­

where on the Unit Area la producing, unlet* auch well conform* to j » j ^ e ' r ^ K S n ^ ^ ^ * 1 ^ S y ^ p i | j i 

JiXMitoMwwutiBiKAx. by the governmental agency having jurisdiction. 
The provisions ot this taction shall hav* no application whiUoever to the drilling of the initial test 

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

titer it hit been drilled to the depth specified In Section 7, If tt is, or thereifter shall prove to be, a dry 

hole or non-commercial well, and to aU 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. 

IS. RIGHT TO TAKE PRODUCTION IN KIND 

Each party shall take in kind or separately dispose of Its proportionate share of sll oil ind fs* pro­

duced from ths Unit Ares, exclusive of production which may It* used in development snd producing oper­

ation* and in preparing tnd tretting oil for marketing purpose* tnd production untvoidably lott Etch party 

thall pay or deliver, or cauta to be paid or delivered, all royal lies, overriding roytltltt, or other payments 

due on itt thtre ot tuch production, and shell hold tht othtr ptrtiet free from tny liability therefor. Any 

extra expenditure Incurred ln the taking in kind or separate disposition by tny ptrty ot It* proportionate 

thtre of tht production ihall be borne by such party. 

Each ptrty thall execute all division order* and contracts of tale pertaining to Itt Intereit In produc­

tion from the Unit Aret, ind shall be entitled to receive payment direct from the purchaser or purchasers 

thereof for Its share of all production. 



Krauati elOSAttT.'&VAifc 

In the event iny pirty iha)) fell to make the arrangements ncwsery to take In kind or separately 

diepose of its proportlonste shsre of the ol) and gss produced from the Unit Area, Operator shall have the 

right, subject to revocation at will by the party owning it, but not the obligation, to purchase auch oil and 

gaa 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 lets than the price which Operator receives for itt portion of the oil tnd gtt produced 

from the Unit Area. Any tuch purehtse or sale by Operator shsll be subject always to tha right of the 

owner of the production to exercise tt tny time itt right to take In kind, or separately dispeea ef, itt share of 

all oil and gss not previously delivered to a purchaser. Notwithstanding the foregoing. Operator ahaU not 

make a sale Into interstate commerce of tny other party't thtr* of gtt production without first glVtOtxiHOti 

M«*nt«>a?c)oM* obtaining auch other party's written eoneent 

tl . ACCESS TO UNTT AREA 

Each party thall have accost to the Unit Area at all reasonable times, it its sole risk, to Inspect or 

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

or operation thereof, including Operator1! book! and records relating thereto. Operator shsll, upon request, 

fumJah each of tha other parties with copies of all drilling reports, well logs, tank table*, dally gauge and 

run tickets ind reports of stock on hind at the first of each month, and ahall make available templet of any 

cores or cutting* taken from sny well drilled on the Unit Area. 

It. DRILLING CONTRACTS 

AU wells drilled on the Unit Area shall be drilled on a competitive contract basis st the usual rate* 

prevailing in tht area. Operator, if It so deal ret. may employ ita own tools and equipment in the drilling 

ot well*, but it* charges therefor thill not exceed the prevailing rate* tn the field, and the rate of such 

chargca thill be agreed upon by the parties In writing before drilling operations ire commenced, and auch 

work ahall ba performed by Operator under the tame terms ind conditions it thall be customary and usual 

tn the field in contracts of Independent contractort who ara doing work of a similar nature. 

It. ABANDONMENT OF WELLS 

No wall, other than any well which has been drilled or reworked pursuant to Section IS hereof for 

which the Consenting Ptrtiet have not been fully reimbursed ai therein provided, which has been com­

pleted at i producer thill be plugged and abandoned without the consent of til ptrtiet; provided, however. 

If all partlet do not agree to the abandonment of tny well, those wishing to continue its operation shall tender 

to each of the other partial itt proportionate there of the value of the weirs talviblt materiel and equip­

ment, determined in iccordince with the provision! of Exhibit "C", less the ettimtted cost of ttlviglng and 

th* ettlmated cost of plugging ind abandoning. Etch abandoning party thai) then ettign to tha non-

abandoning partlet, without warranty, express or implied, at to title or at to quantity, quality, or fitness for use 

of the equipment tnd mtttritl, ill of Itt Interest in tht welt tnd Us equipment, together with itt Interest in 

tha leasehold estate as to, but only at to, tht inttrvtl or intervtlt of the formation er formation! then open 

to production. Tht tttlgnmentt to limited shall encompass the "drilling unit" upon which tha well Is located. 

The payment* by, and the assignment* to, the assignees shall be in a ratio bated upon the relatlonihlp ot 

their respective percentages of partlcipttlon in the Unit Area to the aggregate of the percentage! or partici­

pation In the Unit Area of all assignees. There thill be no readjustment of Interest In Ih* remaining portion 

of th* Unit Area. 

After the assignment, the assignors ahtll hive no further responsibility, liability, or Interest In tha 

operation of or production from the well in the Interval or intervtlt then open. Upon request of the assignee*. 

Operator thill continue to operate tht ttslgned well for tht account of the non-abandoning partlet tt th* 

rttet ind chtrget contemplated by thlt agreement, plut tny additional coat and charges which may iritt it 

the result of the separate ownership ot the assigned well. 



17. DELAY RENTALS AND SHUT-IN WELL PAYMENTS 

Each party ihall pay all delay rentals and ihut-in well payments which may be required under the 

termi of its lease er leases and submit evidence of each payment to the other parties st least ten (10) days 

prior to the psyment dste. The paying party shsll be reimbursed by Operator for 100% of any such daisy 

rental psyment snd 100% of sny such shut-in well payment. The amount of such reimbursement shall ba 

charged by Operator to the Joint sccount of the parties and treated in all respects the same as coats Incurred 

in the development tnd operttion of the Untt Area. Each party responsible for such payments shsll diligently 

attempt to make proper payment, but thai! not ba held liable to the other parties in damages for tha loss of 

any lease or interest therein if, through mistake or oversight, tny rental or shut-in well payment is not paid 

or ia erroneously pttd. Ths loss of any leaae or interest therein which results from s failure to pay or an er-

roneout payment of rental or thut-tn well payment thall be a Joint Iota and there shall be no readjustment of 

ln Uresis in ths remaining portion of the Unit Area. If any party secures a new lease covering the terminated 

interest, such acquisition shall be subject to the provitioni ot Paragraph 13 of this agreement. 

Operator thall promptly notify tech other ptrty hereto of tht dtte on which tny gas well located on 

the Unit Area it thut in and the reason therefor. 

I I . PREFERENTIAL RIGHT TO PURCHASE 

* Bhtuld say taety deaita lo aell til a* any past et Itt inlaasela Muter thle tmleaiti as its rigMa SKIline, 

tcreata in tht Unit Area, It thall promptly give written notice to 'Ihe other parties, with full inforrrja**5ri con­

cerning itt proposed salt, which ahall Include the name and address of the prospectivejiutvltaMr (who must 

be ready, willing and tblt to purchase), th* purchase price, and all other teim*-e»>tfieofttT. Tha other parti** 

shall then have an optional prior right, for a period ef ten (10) (laxa-elter receipt of tha notice, to purchase 

on the tarn* term* and conditions the Interest which theo}>*r*party propoaee to tell; tnd. if thia optional right 

ia excrcited, the purchtilng parties ahall *har*th*-lftuThaaed interest ln the proportions that tha Interest of 

each bears to tha total interest of *\lfiureKuirit parties. However, there shall be no preferential right to pur­

chase in those cues whaivpr-tfirty withes to mortgagt IU Interettt, or to dispose ot Its Interetti by merger, 

reorganization. ecjiaerfoiUon. or tale of all of itt attett, or a til* or trtntfer of Itt Interest* to t (ubtidliry or 

parentcpjrrjStny, or (ubtidliry of a parent company, or to any company ln which any one party owns a me-

ifrrtiytt thi steals 

Should a tala be made by Operator of itt rights and intaretta, the other parties shall have the right 

within sixty (00) dtys after the data of such sale, by majority vote in interest, to sel*ct a new Operator. If 

a naw Operator ls not so selected, th* transferee of the present Operator shall assume the duties of tnd set it 

Operator. In either case, th* retiring Operator thill continue to serve tt Operator, and dttchtrge itt dutiet 

in that capacity under this agreement, until itt successor Operator ls selected snd begins to function, but the 

present Operator shall not ba obligated to continue the performance of ita duties for mora than 110 day* after 

the aala of Ita rights and interesta haa been completed. 
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19. MAINTENANCE OF UNIT OWNERSHIP 

For th« purpota of maintaining uniformity of ownership in the nil and fss lessehold interests covered by 

this eontrsct, snd notwithstsndtnf sny other provisions to the contrary, no psrty shall sell, encumber, transfer 

or make other disposition of Its Interest In the lesses embraced within the Unit Ares snd In wells, equipment 

and production unless such disposition covers either: 

(1) th* entire Interest of the psrty ln all leases and equipment and production; or 

(I) an equal undivided interest In all leases snd equipment and production in the Unit Area. 

Every such sala, encumbrance, transfer or other disposition msde by any party shsll be msde expreeely with assumption of obligations hereunder In.writing by assignee, 
subject io this agreement/and shsllbe made without prejudice to the rights of thr other parties. 

If at any time the interest of sny party Is divided among and owned by four or more co-owners, Open-

tor may, at Its discretion, require such co-owners to appoint » single trustee or sgent with tull authority to re­

ceive notices, approve expenditures, receive billings tor and approve and 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 operations embraced ln this eontrsct; however, sll such co-own ars ahall enter into and execute 

all contracts or agreements for the disposition of their respective shsre* of the oil and gas produced from the 

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

tO. RESIGNATION OF OPERATOR 

Operator may resign from its duties snd obligations is Operator at any time upon written notice of not 

less than ninety (90) days given to all other parties. In this case, sll parties to this contract shall select by 

majority vote In Intereat, not in numbers, a new Operator who shall assume th* responsibilities and duties, and 

have the rights, pr ascribed for Operator by this agreement. Tha retiring Operator shsll deliver to Its successor 

all records and information necessary to the dlschsrgo by the new operator of its duties and obllgatlons. 

tl. LIABILITY OF PARTIES 

The liability of th* parties shall ba 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 each party to Operator in Section 9 1* given to se­

cure only the debt* of each aeverally. It I* not the Intention of the partle* to create, nor ahall thi* agreement 

be Construed as creating, a mining or other partnership or association, or to render them liable as partner*. 

tt. RENEWAL OR EXTENSION OF LEASES 

If any party secures a renewal of any oil and gas lease subject to this contract, each and all of the other 

parties shall be notified promptly, and shall have the right to participate in the ownership of th* renewal lease 

by paying to th* party who acquired it their severs! proper proportionate shares of the acquisition cost, which 

shall be In proportion to the interests held st thst Urn* by th* parties In the Unit Area. 

If soma, but less than all, of the parties elect to participate in the purchase of a renewal lease, it shall 

be owned by the parties 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 aggreijate of the percentages of participation in the unit 

area of all parties participating In th* purchase of such renewal leas* Any renewal less* In which leu thsn 

all the parties elect to participate ahall not be subject to this sgreement. 

Each party who participate* ln th* purchase of a renewal lease shall be given sn assignment of Its pro­

portionate interest therein by the acquiring party. 

The provision* of this iectlon ihall spply to renewal leases whether they sre for tha entire interest 

covered by the expiring lease or cover only s portion of Its sres or sn Interest therein. Any renewsl lesie 

tsken before the expiration of ita predecessor lease, or taken Or contracted for within six (8) months after 

ths expiration of th* existing lease shall be subject to this provision; but sny lease taken or contracted for 

more than aix (6) months after the expiration of an existing lease shsll not be deemed s renewsl lesse and 

shsll not be subject to the provision* of thli section. 

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



IS. SURRENDER OF LEASES 

Th* Ittici covered by this sgreement. In to ftr tt they umbrtce teretfe ln the Unit Aret, thill not be 

surrendered ln whole or in part unless atl partlet content. 

However, should tny ptrty desire to surrender itt interest in tny lees* or in tny portion thereof, snd 

other psrties not tgree or content, the ptrty desiring to surrender shsll tssign, without express or implied 

warranty of title, all of Its Interest in such leate, or portion thereof, tnd any wel), material and tquipment 

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

surrender it. Upon such assignment, the assigning party thall be relieved from ill oblifttlons thereafter t c 

cruing. but not theretofore tccrued, with respect to the acreage assigned and the operation ef any wall there­

on, and the assigning party ahall have no further Interest in the leate aasigned and Its equipment and production. 

The parties assignee shall pay to th* party assignor the ressonsbl* salvage value of the tatter's Interest in any 

walls tnd equipment on the tttlgned scresie. determined in accordance with the provisions of Exhibit "CT*. 

less the eslimsted cost of tllvtglng snd th* estimated cost of plugging and abandoning. If tha sssignmem it In 

favor of more than one ptrty, the assigned Interest shall be shared by tht ptrtiet assignee in the proportions 

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

Any assignment or surrender msde under thlt provitlon thall not reduce or change tha stslgnors' or sur-

rendering partial' intereit, as it was Immediately before the assignment. In th* balance ef the Unit Area; and 

tha acreage ttsigned or surrendered, ind subsequent eperstlons thsreon, thtll not thereafter b* subject to tho 

terms and provisions of this agreement. 

Zt. ACREAGE OR CASH CONTRIBUTIONS 

If any party receives white thlt agreement is ln force t contribution of cash toward the drilling of a 

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

drilling or other operation and thall be applied by it against the cost of such drilling or other °P* r »$$|a e

, f 

the contribution be In the form of acreage, the party to whom the contribution it mtde shsll promptly Xtexrxai 

tn assignment of tha acreage, without warranty of title, to atl parties to this sgreement in proportion to their 

Interests in the Unit Area at that time, and such acreage shall become a part of tha Untt Area and ba 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 tny well or tny other operation on tha Unit Area, 

25. PROVISION CONCERNING TAXATION 

Each et the partial hereto electa, under the suthority of Section 761 (a) of the Internal Revenue Code of 

1854, to be excluded from the application of all of the provisions of Subchapter K of Chi pur 1 of Subtitle A ot 

the Internal Revenue Cod* of 1954. If the income tax laws ot th* tttti or itttes in which the property covered 

hereby Is located contain, or may hereafter contain, provisions similtr to those contained in the Subchapter of 

the Internal Rtvtnue Code of 19S4 above referred to under which a similar election ls permitted, esch of th* 

ptrtltl tgreea that such election shill bt exercised. Etch ptrty authorizes and directs the Operator to execute 

such an election or elections on its behalf and to file the election with th* proper government*! office er 

agency. Jf requested by the Operator so to do, each party agrees to execute and Join in tuch tn election. 

Operator shall render for ad valorem tsxstion all property subject to this sgreement which by law 

should be returned for tuch ttxet, tnd it shall pay all such taxes: asteised thereon before they become delin­

quent Operator shall bill all other partial for their proportionate shsre of all tax payments in the manner 

provided In Exhibit "C". 

If any tax assessment is considered unreasonable by Operator, it mty at lu discretion protest tuch valua. 

tion within the time and manner prescribed by lew. and prosecute the protett to t final determination, unless 

tit parties agree to abandon the protest prior to final determination. When any auch proteated valuation shall 

have been finally determined. Operator shall pay the assessment for the joint account, together with interest and 

penalty accrued, tnd tht tottl cost thill then be assessed against Ihe psrties, and be peld by them, ss provided 

ln Exhibit "C". 
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2«. INSURANCE 
(a) Operator ahall at all times during the term of this agreement 
carry insurance to protect the parties hereto as set forth ln Exhibit 
"D" hereto attached and made a part hereof, and no other Insurance for 
the benefit of the parties ln connection with operations under thia 
agreement shall be carried by Operator, and no change in the insurance 
set forth in Exhibit "D" shall be made unless agreed to In writing. 
(b) Operator shall require all contractors performing work under this 
agreement to carry insurance as set forth in Exhibit "E" attached 
hereto and made a part hereof. 
{C ;in th* event Automobile Public Liability Insurance it specified in said Exhibit "D". or subsequently re­

ceives the approval of the psrties, no direct charge shall be msde by Operator for premiums paid for such in* 

suranee for operator's fully owned automotive equipment. 

IT. CLAIMS AND LAWSUITS 

If any party to this contract is sued on an alleged cause of action arising out of operations on tha Unit 

Area, or on an alleged cause of action involving title to sny It ise er oil snd gas interest subjected to this con­

tract. It shall give prompt written notice of th* suit to the Operator end all other parties. 

Ths defense ef lswruits shall be under the general direction of a committee of lawyers representing the 

parties, with Operator's e Homey as Chairman. Suits may be settled during II tigs tion only with the joint con­

sent of all parties. No charge shall be mad* for services performed by the staff attorneys tor any of th* 

parties, but otherwise all expenses incurred in the defense of suits, togsther with the amount paid to discharge 

any final judgment, shall be considered cost* of operation and shsll be eharged to and paid by all parti** In 

proportion to their then Interests in the Unit Area. Attorneys, other than staff attorneya for the pertiet. (hall 

be employed In lawsuits involving Unit Area operations only with the consent of sll parties,' if outside counsel 

ls employed, their tees and expenses shall be considered Unit Area expense and shall ba paid by Operator and 

eharged to all of the psrties in proportion to their then interests in the Unit Area. Th* provisions of this 

paragraph shall not be applied In any Instance where the loss which may result from the suit Is treated as an 

Individual lots rather than a joint loss under prior provisions of this agreement, and atl aueh suits shall ba 

handled by and b* the sole responsibility ot the party or parties concerned. 

Damage elsims csused by and arising out of operations on the Unit Ares, conducted for th* joint ac­

count of all parties, shall be handled by Operator and ita attorneys, the settlement of claims of this kind shall 

ba within the discretion of Operstor so long as the amount paid In settlement of tny one claim does not exceed 

one thoussnd ($1000.00) dollars and, If settled, the sums paid In settlement shall be charged as rrpraee to 

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

t l . FORCE MAJEURE 

If any party is rendered unable, wholly or in part, by force majeure lo carry out Its obligations under 

this tgreement, other thin the obligation to mike money paymenti, that party thai] give to all other partial 

prompt written notice of the force mtjture with rtaaonably full particular* concerning It; thereupon, the 

obllgatloni of the ptrty giving the notice, ao far at they are affected by th* force majeure, ihall be suspended 

during, but no longer than, tht continuance of the force majeure. The affected party shtll ute all possible 

diligence to remove tht force mtjture tt quickly at postibl*. 

Th* requirement that any force majeure shall bt remedied with all reasonable dlipttch shall not require 

the settlement of strikes, lockouts, or other Itbor difficulty by tht psrty Involved, contrary to iu wishes; how 

sll such difficulties shall be handled thtll bt entirely within the discretion of the party concerned, 

Tha term ''force majeure" at hart employed thall mean tn act of God. strike, lockout, or ether industrial 

disturbance, act of tha public anemy, war, blocktdt, public riot, lightning, fire, storm, flood, explosion, gov. 

ernmtnttl restraint, unavailability ot tquipment, tnd tny other pause, whether of the kind specifically enum­

erated tbove or otherwise, which is not reasonably within the control of tht ptrty claiming suspension. 

2». NOTICES 

All notices authorized or required between the psrties. and required by eny ef the provisions of this 
sgreement, shell, unlets otherwise specifically provided, be given in writing by United States mail or Western 
Union Telegrsm, postage or charges prepaid, snd addressed to the psrty to whom th* notice U given st the 



nrlrlrcMr* listed on Exhibit "A". The originating notice to be (riven under any provision hereof shell be deemed 

liven only when received by the party to whom such notice is directed snd the time for such party to five any 

notice in response thereto shsll run from the date the originating notice is received. The second or sny re­

sponsive notice rhall be deemed given when depoaited in the United States msil or with the Western Union 

Telegraph Company, with postage or charges prepaid. Each party shsll have the right to change its sddress 

st any time, and from time to time, by giving written notice thereof to sll other parties. 

31. OTHER CONDITIONS, IF ANV, ARE: 

(a) No wall shall be drilled ln the Unit Area until after title to tha drillsite 
laaae haa been examined by an attorney approved by a l l parclea participating in the 
coat of the veil, and the title haa been approved by aald examining attorney and tba 
title haa been accepted by a l l parties participating In tha eoata. All eoata incurred 
ln connection vlth exaalning titles shall be charged to the jolne account of tha parties 
hereto. 

(b) Thia Operating Agreement it lubject to i l l thi termt and provlalem of that 
certain Farmout Agreement between John R. Trigg, et ux, and Sinclair Oil & Caa Cowpaoy, 
dated November U. 1966 which by reference la Incorporated horeln for all 
purpoiea. 

(c) In aplte of arty provlalon to the contrary appearing ln Sactlon 11 hereof, 
content to the drilling ef a well ahaU not be deemed ea conaenc to the aattlng of 
of casing and a completion sttempt. After any well drilled pureuent to this sgree­
ment haa reached Ita authorlced depth, Operator ahall give Inntedlatt notice to Nori-
Operatora. The parties receiving such notice shell have forty-eight (48) houra 
(exclusive of Saturday or Sunday or legal holidaya) In which to elect whether or not 
they detlre co let cealng and to participate In a completion attettpt. Failure of a 
party receiving aueh notice eo to reply within the period above fixed ahall constitute 
an election by that party not to participate ln the eoet of a completion attaeapt. If 
a l l of the partlaa elect to plug and abandon the well, Operator ohall plug and abandon 
taste at the expenae of a l l of th* partlaa. I f one or more, but laaa than a l l , of tba 
partlaa elect to aat pipe and to attempt e eottplotlon, the provisions of Section 12 
ihall apply to th* operations thereafter conducted by leaa than a l l parti**. 
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fsim fio: . H U K H I 

This sgreement may be signed In counterpart, and ahall be binding upon the parties and upon their heirs, 

successor!, representatives and assigns. 

ATTEST: 
SINCLAIR OIL & OAS COMPANY 

Assistant Seoretary Vice President 

ATTEST: 

O P E R A T O R 

John H. Trigg 

ATTEST: 

Pauline V. Trigg 

— 13 — 



EXHIBIT "c 
AUached te and mid* t pert ei. flfrex*Ltiaa,.Aj;refnwnr bit 

c.(nr1a,lT O i l (i <itf r ~ " r * " Y , •« f>P»Tarnr ami Tnhn 
„ t ! l U ; . i . . A S J W . . J U . . ^ 

_jf.4to- £pjrjna*.Ja«w-tt«Jtico 

ACCOUNTING PROCEDURE 

(JOINT OPERATIONS) 

I. GENERAL. PROVISIONS 

L $oint pVcfperty" »h*U mean th. reel md pereottel property tubjtct to th* itreement to which thi* "Accounting Pro-
"Joint o'p*r»«oM"' »h*ai m**n ill operations necessary of proper tor th* development, operitlon, protection ind 
maintenance ot th* Joint Property. 
"O pernor" «h«ll m**n the pirty de«i(nit*d to conduct the Joint Operition*. 
"Non-Oparttort" thill metn th* nonoptretint perti**, whtther an* or mort. 
"Joint Account" shall metn the mount ihowtrui th* chitfet tnci er«diu tccruini bectutt ot th* Joint Operation* 
end which t n to be thertd by the Partita. 
"Pertlee" thill mean Operator and Non-Operitorv 
"Materiel" thall mean partonal property, equipment or *uppii*> acquired or held tor ute on th* Joint Property. 
"Controllable Material" ihall mean material which at tha time it to eliMified in th* Material ClauUtcaUon Manual 
a* moat recently recommended by th* Council ot Pttroltum Accountant! Sociati** ot North Amine*, 

1> CeefBet with Agreement , 
In the event ot a con diet between th* provitioni oi thi* Account! nc Procedure tnd the provuden* of the agree­
ment to which thk Accounting Procedure i* atuched, th* provisions ot tht agreement thall control. 

a. CtHactlve Actiea by Nee-Operiter* 
Where an aartement or other action of Non-Operator* 1* expressly required under thi* Accounting Procedure 
aad if the igreeinera to which thlt Accountinf Procedure i* attached contain* no contrary previiioni in retard 
thereto, th* ifiiwiiinl or action of a majority in intaraat of the Non-Optrtton ahaU bt controllinc on ail Non-
Operator*. 

t. TJItlaaieali aad BUBng* 
Operator tbail bill Non-Opera tor* on or before the last day of each month for their proportiontt* share of cott* tnd 
n i n i i i . tor the preceding month. Such bUlt will be accompanied by atatementi reflecting the total chtrget 
aad eradltt a* sat forth under Subparagraph C below: 
A> Statement in detail of all charge* and credit* to th* Joint Account 
B. Statement of all chart** and credit* to the Joint Account lummirited by spproprist* classifications Indicative 

of the nature thereof. 
C Statement of all charges and credit* to the Joint Account summarised by appropriate classifications indicative 

of the nature thereof, except that item* of Controllable Material and unusual charges and credit* shall ba detailed. 
f. Pajiatat and Advaaeas by N*a-Opetat*rt 

Each Non-Open tor thaU pay tu proportion of til tuch blllt within fifteen (It) dayt iflir receipt thereof. If pay­
ment 1* net^roeda within tueh time, tht unpaid balance thtll IMIT intereit at the rau of \ i l f f i ' ^ g j ^ f f i f * £ t n t 

Payment of any auch Milt thall not prejudice the right of tny Non-O peri tort to protest or question th* ecrreetn*** 
theraof i provided however, all bUlt tnd tUtetnenU rendered to Non-Opernor* by Operttor during any calendar 
year thall concluilvely be presumed to be true and correct after twenty-four (14) month* following the end ef tny 
tuch calendar year, unlet* within tht said twenty-four (24) month period t Noh-Operttor takes written excep­
tion thereto and make* claim on Operator for tdjuttment. No adjustment favorable to Operttor thtll be mad* 
unites it it made within th* same prescribed period. Ths provision* of this paragraph thtll not prevent tdjust-
menu resulting from a phytical inventory of th* Joint Property at provided tor in Section VIL 

T. Aadito 
A Non-Operator, upon notice in writing to Operator and all other Non-Operator*, thtll have Ih* right to audit 
Operator's accounts tnd records reJtting to the accounting hereunder for tny calendar year within the twenty-four 
(24) month period following the end of such calendar year; provided however, the making of tn tudit shall not ex­
tend th* time for the taxing of written exception to tnd tht tdjuitment ot tccountt as provided for in Paragraph 
I of thlt Section L Where there art two or more Non-Operttori. tht Non-Optrttors shall mek* every reasons bl* 
effort to conduct joint or tlmulUneout tudiU in a manner which will result in t minimum of inconvenience to 
tha Operator. 

a DIRECT CHARGES 
fabject t* Umiutiea* hereinafter p merited, Operator shall charge tht Jtint Aeeouat with the fellewlng items! 

L Rental* aad ReyaJUee 
SeUy or other rental* and royalties when such renUll tnd royalties are paid by Operator for ih* Joint Account 
of tha Partlet, 

2. Labor 
A. Stlariet and wtget of Opentor'i employee! directly engtgtd on the Joint Property In the conduct of th* Joint 

Operations, and saltritt or wages of technical employee* who tr* ttmporarliy ttslgned to tnd dirtctly 
employed on th* Joint Property. 

8. Operator'* cost of holiday, vacation, sickness snd disability benefits and other customary tllowancet ptid to tht 
employee* whose stlariet tnd waget are chargeable to tht Joint Account undtr Ptrignph IA of this Section II 
and Paragraph 1 of Section III; except thtt in tht cut of those employee* only t pro rttt portion of whose 
ttlaritt tnd wiftt trt chtrgtiblt to tht Joint Account under Pirtgraph 1 of Section III. not more thin tht um* 
pro rata portion of tht benefiU and allowances htrtln provided for shall bt chirftd lo the Joinl Account. Cost 
under this Paragraph SB may be charted on t "when tnd is ptld bttis" or by "percenttge it*essm*nt" on the 
amount of aaltrita and wigei ehergeible to the Joint Account under Paragraph JA of ihu Section II and Pan-
graph I of Section III. If percenttge tsseisment ii used, the rite shell be btted on the Opentor'i cost experience. 

O. Expenditures or contribution* mide pursuant lo assessments imposed by governmental authority which are ap­
plicable to Operator's l»bor cost of salaries and waits chargeable lo the Joint Account under Pirtgriphs 2A 
and 2B of this Section It and Paragrtph 1 of Section III. 

D. Retsontble personal expenses of those employees whose ultrles and wages are chargeable to Ihe Joint Account 
under Paragraph 2A of thia Section 11 and for which expenses lhr .mulojees ire reimbursed under Operator's 



T cost of eMabl.shed plana (or employees' group life Insurtnce. hospiUlititlon. pinsion. retire-
. „• etoek purchttt, thrill, bonui. end other benefit plmsof • like nature, applicable to Opert.tor » labor coat; pro-
video however the total of such ehtrget thall not exceed ten percent < IC",) of Operator's Itbor cosl* chtrgciblc 
io Hn- Joi"' Account under Paragraphs 2A and 2B of this Section II and Partgrspft I of Stction III. 

*' Mi*'*'!*' purrhssed or furniahed bv Operator for uae on Ih* Joint Properly. So far aa It It reieontbb- praetl-
r.il nnri consistent with elfinrnt and economical operation, only such Material shall he ptnrhtsed for or tranalerred 
to the Joint Property at may oc required for immediate ute: and the tccumultlion of aurplut ttocka thtll be avoided. 

' Tron'portul'o" of employees nnri Malniol mccMnrv (or the Joint Operation! but subject to Ihe following: limltttionf. 
A If Material ia moved lo the Joint Property from the Operttor s warchoute or oiherrpropcrtle*. no charge ihall 

be made lo the Joint Account for a distance greater than the distance from the nearest raliable aupply store or 
railway receiving point where like material is available, except by agreement with Non-Operttort. 

B If surplus Miteriel ia moved to Operator t warehouse or other ttortgt point, no chtrge shell be msde I* the 
Joint Account for s diltsnce gretier than the dlltance to the nearest retisbl* supply store or railway receiving 
point, except by agreement with Non-Operelors. No charge ahall be made lo Joint Account for moving Material 
io other properties belonging to Operator, except by sgreement with Non-Operators. 

C. In the application of aubpsrsgrsphs A and B above, there shall be no equalization of actual gross trucking costs 
of $100 or less. 

I . Services 
A. The cost of eontrsct services and utilities procured from outtlde sources other then services covered by P i n -

graph I of this Section II tnd Paragraph 2 of Section III. 
B Ute end torvice of equipment tnd facilities furnlthed by Operator it provided In Ptrigraph 8 of Section IV. 

7. Damage* and Losses te Joinl Property 
All costs oi expenses necessary foi the repair or replacement of Joint Property made necessary beciusa of damages 
or losses incurred by fire, flood, »torm. theft. *ecldent, or »ny other c»ut*. except to the extent that the damage or 
loss could hsve 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 si soon as practicable aflei a report thereof 
has been received by Operttor. 

f. Legal Expense 
All costs tnd txptntet of handling, investigating tnd itttllng lltigstion or clsims sritlng by reston of the Joint 
Operation* or necessary lo protect or recover the Joinl Property, including, bul not limited to, attorney*' (tel. 
court co*t», co*t of inve*tig»tion or procuring evidence »nd amounts paid in settlement or satisfsclion of tny 
tuch litigation or eloimt: provldtd. (*) no charge shsll be msde for the services of Operator's legtl tttff or othsr reg­
ularly employed personnel (tuch services being considered to be Administrative Overheid undar Section III) , ex­
cept by agreement with Non-Operaior*. tnd (b) no chtrge shsll be msde for the (eel tnd expense* of outside tt-
torney* unlet* the employment of such attorneys ia agreed te by Operator tnd Non-Operslors. 

t. Taste* 
All taxee of every kind and nature ***e**ed or levied upon or in connection with the Joint Property, tht operation 
thereof, or the production Iherelrom. and which taxes hive been paid by the Operator for the benefit of the Parties. 

I I . Insurance Premiums 
Premium* paid for insurance required to be carried on the Joint Property for the protection of the Parties. 

I I . Other Expenditure! 
Any other expenditure not covered er detlt with in the foregoing provisions of this Section II , or in Section HI. 
and whleh It incurred by the Operator for the necessary and proper conduct of tht Joint Operation*. 

HI. INDIRECT CHARGES 
Operator may chtrge tha Joint Account for indirect costs either by utt of in illocition of dtttrlct expense Item* plut a 
fixed rata for admtniitrativt overhead, and plut tht wirehpusing chirget. *ll ** provided for m Ptrigrtpht 1, 2. tnd 3 of 
thlt Section 111 OR by combining i l l three of taid itemt under the fixed rite provided for in Partgrtph 4 of this Section 
III, at indicated next below: 

OPERATOR S H A L L CHARGE THE JOINT ACCOUNT UNDER THE TERMS OF: 
• Paragraph* 1, 2 and 3. (Allocation of district expense plus fixed rite for adminlttrttive overheid plut 

warehouting.) 
(2 Ptrtgriph 4. (Combintd fixtd rate) 

1. District Expense 
Operttor shall charge the Joint Account with t pro rtti portion of the talariet. wagee and expenses ot Operator's 
production superintendent and other employees serving the Joinl Property and other properties of the Operttor in 
the seme operiting area, whose time is not allocated directly to the properties, snd t pro rttt portion Ot tht cost of 
maintaining tnd operating I production office known i t Opentor'i — — 
office located i t or near (or a comparable offlct If location chtngtd), tnd neces­
sary aub-oftlees (If any), maintained for Ihe convenience ol Ihe above-described office, snd sll necessary csmps. 
including housing facilities for employee! if rtquirtd. uttd In conntction with the opentlont of the Joint Property 
tnd othtr properties in tht stm* optrttlng trtt. The expente of, lest iny rtvtnue from, tuch facilities may, it th* 
option of Operttor. include depreciation ot Investment or t fair monthly rental In lieu of dtpreclttlon. Such 
charges thtll be apportioned to sll properties served on some equitable baslt consistent with Opentor'i mounting 
prictic*. 

L Administrative Overheid 
Operttor shall charge administrative overheid to the Joint Account it the following rites, which chsrge shall be in 
lieu of the coat and expans* ot all offices of th* Operator not covered by Paragraph 1 ot this Section III, including 
salaries, wages snd expenses of personnel assigned to tuch offices. Such charges thill bt in tdditlon to the stliries. 
waies snd expenses of employees of Operttor tuthorited to be chirged ss direct chsrgei i t provided In Pirtgriphs 
3 and t of Section II. 

W E L L BASIS (RATE PER W E L L PER MONTH) 
"teaucms wut s*TI 

emiLiHa wsii RATS |Ul« C.»««l •»<«<I||« tool 
T * . » l P . , t i l l — — — ~ 1 ' " 

The coat tnd expense of services from outside sources in connection with matters of taxation, traffic, accounting, or 
matter* before or Involving govern mental agencies shall be considered as Included in the overhead rates provided for Ir, 
thlt Paragraph 2 of Section III. unless such cost and expense are agreed upon between Operator tnd Non-Operators 
aa a direct charge lo the Joint Account. 



} Openlar's Fully Owned Wirehwiie Operillnsr end Miilnlenenee 
(De'c'ibc (uily the terccil pinriiiiirc i<> IK- l<ill«i«t'<t liy the Opera. 

*' V^rt i '^^ '^nVtt^ knt Joint Account for the service* covered by Ptrigraph 1, 2 end J of thie Section III. the 
following fixed per well relet: 

WELL BASIS (KATE PER WELL PKR MONTH) 
— — — — — — H O S t l C l M O w i n l » T t 

•muiMt will tail 'V** »"<««•»« t«»i»i 
I U i » 1 » f l P o l a i Al l Wtlto 

0' - 6,000' $ *25 $ 85 S 75 * 65 
4,000' - 8,000' 550 105 6S 85 
8,000' -12,000 ' 650 125 US 105 
Below 12,000 ' 750 U0 130 120 

Stld fixed rite satxeta) (thall not) include taitriti end expeniet of production foremen. 
». Application ef Adminittrallv* Overheid or Cembined Fixed Rltirt 

Th* following limltttiont, inttructlont tnd ehtrget thtll tpply In tht tpolleation of tht per well rate* tt provided 
under either Parigripr. 2 or Pmgrtph « of thlt Section HI: 
A. Chtrget for drillln| wtilt thtll begin on lhe ditt etch well It tpudded tnd ttrmlntte on the dtte the drilling or 

completion rig ii released, whichever it liter, except that no chtrgt thtll be made during the tutptntion of 
drilling operttloni for fifteen (13) or more eontecutlve dayt. 

B. The ttatut el wtllt thall bt it followt: . . . . . „ ., 
(1) Producing gat w«ilt. Injection wtllt for recovery operttloni. wtttr tupply wellt utillted for wtter flooding 

operttloni and talt wattr ditpoiti welii thtll be contidertd the tarn* at producing wellt. 
(2) Weill permantntly thut down but on which plugging operttiont tr* deferred thtll be dropped from tht 

weil tchedule it the time th* thutdown it effected. When tuch t well it plugged a charge ahaU be mtdt 
at tha producing well rat**. 

(3) W«Ut being pluggtd b*ek, drilled deeper, converted to a tource or input well, or which tr* undergoing any 
typa of workovtr that requirtt the ute of a drilling or workover rig «h*U be contldered the tame it drilling 
wellt. 

(«) Teraporirily thut-down wtllt. which ire not produced or worked upon for I period of a full calendar month, 
ihall not bt Included in the weil tchedule. provided how«v*r, wellt thut in by governmental regulatory 
body thall be Included in the well tchedul* only in tho event the tllowtblt production it trantftrred to tome 
other wtll or wellt on tht Joint Property. In th* event of t unit tllowtblt. all wellt capable ot producing 
will be counted in determining the charge. 

(S) On wellt thall ba Included in tht wtll tchedule if directly connected to t permanent taltt outlet even 
though temporarily thut In due to overproduction or failure of purchaser to take th* allowed production. 

(J) Weill completed in multiple horitoni, In which the production it not commingled down hole, thtll be con-
Hdtred at a producing well for etch separately producing horizon, 

C. The wall rates shall apply to the total number of wells being drilled or open ted under the agreement to which 
thlt Accounting Procedure it ttttched, irrespective of Individual lets**. 

D. The well rttet shall be adjusted on the tint day of April ol each yetr following the tfftctlve data of the agree­
ment to which thi* Accounting Procedure It attached. The adjuitment thill be computed by multiplying th* 
rtte currently in ute by the percentage increase or decreet* in the iveraga weekly earnings of Crude Petroleum 
tnd Cat Production Workers for the lstt calendar year compared to tha preceding ctlendar year at ihown by 
"Tha Index of Average Weakly Earning* of Crude Petroleum and Oat Production Worker*" a* publiihed by the 
United SUtae Department of Labor. Bureau of Labor Statiitict. The sdjuttad rataa shell be the rates currently 
in uaa, plus or minu* tba computed adjuitment. 

ti ~ 
1 it 1* speelfUtlly aadereteed that the ate** emlmi r*t*« (pety eat, t* erf tllag.***1 treeuatag *t*t*tl*a* sad . 

•re *ec leteneee' te **v*c tee eefwtniatleo et e*wr*c.e« *< sdrfUteMl fietltttaa •*«*) «e, eet eet Halted ce, 
gatetla* tlaata, an*et****r starts, nereisy,!** erejeets, salt vster tissual (eeltUleat *e4 statin last*Its* 
tient. If at ear Uaa an* et all ef that* teeea* necessary ta the east,tten, a saiatete sgtaesajat "HI bt 
feeehea relative t* sa everaeel «h*«ge ant •tteeetlM ef eUtrlet eaeense, 

- .... . " ' .., -»_- • •: • . ' .. "'• ' • 
T."°t7it specific rtte* proviaeo for in thi* Section lii'mty be amended from time to time by mutual agreement between 

the Ptrtiet hereto it. In pnetice, the rites ire found to be insufficient or excessive. 
IV. BASIS OF CHARGES TO JOINT ACCOUNT 

Subject to the further provisions of thlt Section IV, Operttor will procure til Mtterisl and service* for the Joinl Prop­
erty. At the Opentor'i option, Non-Opcritor mty tupply Mttcritl or services for the Joint Property. 
1. Furchuea 

Material purchased and service procured shall be charged at the price psld by Operator after deduction of tit dis­
count* actually received. 

2. Material furnished fnm Operator'* Warehouse er Other Properties 
A. New Material (Condition "A") 

(1) Tubular goods, two inch (2") snd over, ihtll be priced on Eastern Mill btte (I. e. Youngtlown. Ohio; Lonin, 
Ohio; tnd Inditna Ktrbor, Inditni) on a minimum carload basis effective it dtte of movtment ind f. o. b. 
railway receiving point nearest tht Joint Property, rtgardltts of quantity. In equalised hauling chargtt, 
Operttor It permitted to include ten cents (10c) per hundred-weight on til tubular goods furnished from 
his stock* in lieu of loading and unlosding costs sustained. 

(2) Other Mtteritl thtll be priced tt the current replacement coat of th* ttmt kind of Material, effective tt date 
of movement tnd f. o. b. the tupply stors or railway receiving point nearest ths Joint Property when 
Material of the asms kind is svsiltble. 

(3) The Joint Account shall not be credited with etsh discounts applicable to prices provided for in thii Pin-
griph 2 of Section IV. 

B. Uted Material (Condition "B" «ncT"C") 
(1) Miterlsi in sound snd serviceable condition snd tuittble for reuse without reconditioning, shsll be dtssified 

tt Condition "B" tnd priced tt seventy-five per cent (7i%) of the current price of new Mtteritl. 
(3) Miteritl which cannot be classified Condition "B" but which, 

(*) After reconditioning will be further serviceable for original function at good secondhand Material 
(Condition "B"), or 

(b) It serviceable tor orig..ial function but substantially not suitable for reconditioning, shall be cltulfi-
ed tt Condition "C" and priced tt fifty per cent (50%) of current new price. 

(3) Obsolete Material or Mtteritl which cannot bt distilled it Condition "B" or Condition "C" shall be priced 
at a value commenaurate with Its use. Materitl no longer suitable for Ita origintl purpose but utablt for 

_ j . _ 



>ome ouier purpose, men oe pi iced on a oasis comparable witn inei 01 items normsny used lor suen otner 
purpose. 

(4) Msleriel involving erection costs shall be charged at applicable percentage of the current knocked-down 
once ol —"• 

'Mienew am tor la Is and e*atp*Mt era not readily eheatnnbln at Che austounry supply point sntf st prleoe spoelfled 
In ?>iragraplia I ant 2 »( thlt Soctlon i n bce.iuie of national onrar-onclea, strikes ot ochfr unusual eeuaos over 
uhlch the Opnrseer has no control, tho Opnrntor my charge the Joint Account tor elm required »nCorlnH on the 

t , , a O l 1 ' " " ' « dlroet cose and (»p«n,» Incurred In procurlns aueh iwrorlals, tn nnklne, tc suitable for 
jan, and In onvin,. u to tha location, provided, however, that at toase ten d«y« prior neclce tn vrltlRR ta fur-
•uslied ee Non-Operator ef the propoeed action te bo token by Operator ln obtaining or supplying the sucertal 
md/or equlpeont eat tnd f«r under Che ptovtatona of thia (>.ir««,r«ph, whereupon Hnn-Onetator shall have (he rt<;ht 
' y I? J 1 * " 1 ? * * w l iwtlfyinij Oporster vtehln aueh ten day* areor receiving notice froa the Operator, to furnieb 
n Kind, or tn tonnage ae tha parties nay aarea, oe die lonactnn, neareat ratlvny renewing peine, er Operator's 
torago point within a c " M r i k l . distance, a l l or pace of Ms ahata ef eaten* I an./or equipment evttsble for 
so and aaeepeeele Ce ch* OpeTaeor. Transportation eoata on any auch moeertal furniehed by ton-Op.racor, ac any 
»lne other than at tha location, shall be borne by auch Hon-Operstor. I f , pursuant te th* provision* *f thi* 
S(*gr*ph, *ay rkm-Opereeer furnishes sHieartal snd/er equlrHnene in kind, spptoprtsc* edjustacne* ef aceounte be-
•-•eer. Operator and ton-Operator ahall he awide. Operator agrees te sennit* tha necessary shore supplies and 
qulpaaet required e* eondeet operations upon the Jointly owned preataae and ee charge Che Joint eteeaat taeniae 
s herein provided unless Hen-OpersUt elects te supply e l l , r part of aaaa «Uhtn thn speattted patted a l t laa. 

eg alnitJoint Property op*ratloni. Rata* for Isborstory services shsll not exceed those currently prevailing if 
performed by outside service Isboratorie*. Ratss for truck*. trietors *nd wall tervtc* uniu mty include wages 
and expenses af operator. 

B. Whenever requsstsd, Operstor ahsll inform Non-Operstors In advance of the rate* It proposes to ehsrge. 
C. Rates ahall be revised and adjusted from time to time whan found to bt either excessive or insufficient. 

V. DISPOSAL OP MATERIAL 
The Operator may purchase, but shall be undsr ne obligation to purchase, Interest of Non-Operstors in surplus Condi­
tion "A" or "B" Material The di»potltion of surplut Controlltble Mtttrlal. not purch»*ed by Operator, (hall be subject 
to agreement between Operator snd Non-Operators, provided Operator ahall dispose of normal •ccumulation* of junk 
tnd acrap Material either by trtntftr or tale from th* Joint Property. 

I . Material Purchased by tkt Operator ar Nan-Operator* 
Material purchased by either the Operator or Non-Operator* shall be credited by the Operstor to the Joint Account 
for the month in which the Material 1* removed by the purchaser. 

I . Drvsrieata Kind 
Diviaksn ef Material in kind, it made between Operator and Non-Operators, ahall be in proportion to th* respective 
interest* in *ueh Material. The Parties will thtreupon be charged individually with the value of the Materiel re-
ceivtd or receivable. Proper credits thall be made by the Operator in tha monthly statement of operation*. 

1. Sale* te Outsiders 
Salea to outsiders of Msterial from the Joint Property shsll be credited by Operstor to the Joint Account at the net 
amount collided by Operator from vendee. Any claim by vendee related to tuch sale shall be charged back to tha 
Joint Account if and when paid by Operator. 

VI. BASIS O f PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT 
Material purchased by either Operator er Ntn-Opetatort er divided in kind, unless etharwiie agreed te between 
Operator and Non-Operatert thall be priced on the following basis! 

1. New Price Defined 
New price as used in thlt Section VI thall be the price (pacified for New Material In Section IV. 

S. New Material 
New Material (Condition "A"), being new Material procured for the Joint Property but never used, at on* hundred 
per cent (100%) Of current new price (plut sales tax If any). 

} . Geod Died Msterial 
Good used Material (Condition "B"), being used Matariai in sound tnd serviceable condition, aultabla for reuse 
without reconditioning! 
A. At seventy-five per cent (75*.) of current new price if M»l*rial wis charged lo Joint Account as new, or 
B. At sixty-five per cent (tS%) of current new price if Msterial was originally charged to the Joint Account as 

secondhand at seventy-five percent (75%) of new price. 
4. Other Used Material 

Used Material (Condition "C"), st fifty per cent (50%) of current new price, being used Msteriel which: 
A. It not in sound tnd serviceable condition but suitable for reuse after reconditioning, or 
B. I J strvleesble for orlglntl function but not tuittblt for reconditioning. 

i . Bad-Order Material 
Materia) (Condition "D"), no longer tuittble for Itt original purpoae without excessive repair coat but usable for 
some other purpose it I price comparable with thtt of items normally used for such other purpose. 

I . Junk Materiel 
Junk Material (Condition " E " ) , being obsolete ind acrap Material, at prevailing prices. 

7. Temporarily Used Malarial 
When the use of Mtteritl it ttmportry snd itt service to the Joint Property does not justify th* reduction In price aa 
provided for In Ptrigraph 3 B of thli Section VI, such Material thall be priced on • basis that will leave a net charge 
to the Joint Account consistent with the value of the aervice rendered. 

VII. INVENTORIES 
The Operttor thtll maintain detailed recorda ot Material generally considered controllable by the Industry. 

I . Periodic Inventories, Notice snd Representation 
At reatonibl* inttrvtlt, inventories shell bt taken by Operttor of the Joint Account Materiil, which shall include 
til tuch Mittrttl as it ordinarily, considered controlltblt. Written notice of inttntion to tike Inventory thtll be 
given by Operator at le**t thirty (30) days before »ny Inventory i* to begin *o th*t Non-Operators may be repre-
tented when sny inventory Is taken. Tallure of Non-Operstors to be represented st en inventory shall bind Non-
Operttort to tccept the inventory tsken by Operstor, who shsll in thst event furnish Non-Operstors with t copy 
thereof. 

3. Reconciliation snd Adjustment ef Inventories 
Reconciliation ol Inventory with charges to the Joint Account shall be made, and a list of overages snd shortsges 
thtll bt jointly determined by Operttor and Non-Operator*. Inventory adjustments ahall be made by Operator 
with the Joint Account for overage* tnd shortagea, but Operator shall be held accountable to Non-Op*rstor only 
for ihortiget due to lick ef rtttontble diligenct. 

3. Special Inventories 
8p*citl lnventorlei may be tsken whenever there ll sny isle or change of Interest In the Joint Property. It thall be 
the duty of the p»rty selling to notify «li other P»rtles »» quickly • • possible sfter the tr»n«f*r of lntere«t ttktt 
plsc*. In such cssss, both the seller snd the purchaser shall be governed by such Inventory. 



ASSIGNMENT OF'OPERATING RIQHTS 

KNOW ALL MEN BY THESE PRESENTS: 

That the undersigned, JOHN H. TRIGG and wife, PAULINE V. 
TRIGG, Assignor, for and ln consideration of the sum of TEN DOL­
LARS, cash in hand paid, the receipt and sufficiency of which ls 
hereby acknowledged, do hereby transfer, sell, convey and assign 
unto SINCLAIR OIL . CORPORATION,.. Assignee, an undivided 50# In­
terest in and to the exclusive right and privilege of operating, 
testing and developing the premises for oil, gas, casinghead gas 
and other hydrocarbon minerals and in and to all the rights and 
privileges granted to Lessee under the terms thereof, and in the 
event of discovery and production of such minerals, the ownership 
of production therefrom, covered by the following described oil 
and gas lease: 

Serial Number: 

Dated: 

Lessor: 

Lessee: 

Land Covered: 

LC 060122 

April 1, 1948 

United States of America 

John Tedrowe Bonner 

(Among other lands not Included 
her«ln) the minerals at the depth 
and strata in land located in 

-" Eddy County, New Mexioo, and 
described as: 

Township 18 South. Range 27 East, N.M.P.M. 

N/2 of Section 27 

oontainlng 320 acres, more or less, down to and 
including the depth of 10,035 feet from the surface. 

Overriding Royalty: 6.25* 

together with a like intereet ln a l l personal property thereon 
or pertinent thereto or used or obtained in oonneotion therewith 
and subject, however, to a like proportionate part of the basio 
royalty and subject to a like proportionate part of the above 
mentioned overriding royalty. 

The above described oil and gas lease is subject to the Op­
erating Agreement covering the above described land, by and between 
John H. Trigg and wife, Pauline V. Trigg and Sinclair Oil corporation. 

Assignor shall promptly furnish to Assignee copies of a l l 
notices or other communications received from the Department of 
the Interior or any representative or official thereof pertaining 
to said oil and gas lease arid shall upon request of Assignee make 
application for any extension or renewal of said oil and gas lease 
to the-lands covered by this agreement where such renewal or ex­
tension is allowed or permitted by law or regulation, and upon 
request of Assignee, make application for any drilling, rental, 
royalty or other relief with respect to the lands covered by this 
assignment which to Assignee may be deemed proper and Assignee 
shall pay or reimburse Assignor for Assignee's proportionate part 
of a l l expenses in connection therewith, insofar as the sane cover 
and affect the lands covered by this assignment. Assignor hereby 



does give and grant to Assignee full power and authority to do and 
perform every act and thing, not otherwise expressly provided for 
herein, necessary or required to be done or performed by Assignor 
in connection with said o i l and gas lease insofar as same covers 
and affects the lands covered by this assignment. 

In the event that Assignor shall desire to surrender or re­
linquish said lease insofar as i t oovers those depths and strata 
and any mineral or minerals in the lands first above described and 
retained by Assignor, or any part thereof, Assignor shall execute 
and deliver to Assignee a proper assignment of said o i l and gas 
lease insofar as i t covers the aforementioned premises, or such 
portion thereof as Assignor may desire to surrender or relinquish. 
Assignee agrees to accept such assignment, and immediately file 
the same for approval along with necessary proof of it s qualifica­
tions to hold a Federal lease ln aooordanoe with the regulations 
of the Department of the Interior, and to furnish Assignor with a 
copy of the qualification papers so filed. After approval of said 
assignment by the Department of the Interior, Assignor shall be re­
lieved of their duty to pay rentals and/or minimum royalties as here­
inafter provided, which are apportionable to the land covered by 
such assignment; and thereafter the premises so assigned to Assignee 
shall be free and clear of the terms of this assignment. 

Assignor shall pay a l l rentals and/or minimum royalties whloh 
may become due and payable under the terms of said oil and gas 
lease hereinabove described with respeot to the land oovered here­
by, and Assignee, in proportion to i t s ownership, shall reimburse 
Assignor for one-half of a l l such rentals and/or minimum royalties 
paid; provided, hov/ever, that Assignor shall not be liable for in­
advertent failure to pay such rentals and/or minimum royalties. 

All of the parties hereto shall be entitled to any benefits 
or oredits on minimum royalty payments, as provided for in said 
lease, on account of the production of oil, gas, casinghead gas 
and other hydrocarbon minerals upon any part of the land desorlbed 
In said lease whether the same be on account of tha production of 
said product:s from the land retained by Assignor and excepted from 
the operation of this assignment or upon the land, or any part there­
of, oovered by this assignment. 

EXECUTED as of March 7 , I96 7. 

Effective March 4, 1969, Sinclair Oil Corporation, a Mew York 
corporation, was merged into Atlantic Richfield Car.pany, a Pennsyl­
vania corporation, and a l l interests of the merged company ln the 
within-assignment and any antecedent agreements by operation of law 
vested in, and a l l obligations imposed on the merged company by. the 
within assignment and any antecedent agreements were assumed by 
Atlantic Richfield Company. For this reason the within assignment 
ls-being executed by Atlantic Richfield Company, this <£uV day of 
Y h t A l / J , 1969. 

ASSIGNOR 

ATLANTIC RICHFIELD COMPANY j ; 

I t s A t t o r n e y - i n - F a c t T~\c ( JpW 

ASSIGNEE 



STATE OP HEW MEXICO 

" COUNTY OP CHAVES 

The foregoing Instrument was aoknowledged before me this 
7th day of March 1969, by JOHN H. TRIQO and 

wTTTT PAULINE V. TRI.OO. " 

r \ f / fsg ,C«>tniuissUon Expires: 'Notary Public 

\ v. v fon^i,. »7i 
\ ' f f -*v\.** 

THE STATE OP TEXAS ) 

COUNTY OF MIDLAND ) 

The foregoing^ instrument was acknowledged before me this . The foregoing^ instrument was ecKnowj.eagea oeiore me mie. _ 
J 2 L \ l day of V / V M , . ^ 1969, by C. S. TINKLER a » < • SV>N., 
aWorney-ln-fact lh behall 61 ATLANTIC RICHFIELD COMPANY, ^ .^y tm-* / . ^ ctorney 
Pennsylvania corporation. 

My commission expires 
June 1, 1969. 

Notary Pub 
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OPERATING AGREEMENT 
EFFECTIVE AS OF MARCH 7, 1967 -„ 

THIS AGREEMENT, tntered Into thil diy of , 10 6Q between 
STHBT.ATR OTT. flORPORATTON 

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

WITNESSETH, THAT: 

WHEREAS, the parties to this agreement are owners of oil snd gss losses covering snd, if so Indicated, 

unleased mineral interests ln the tracts of land described in Exhibit "A", snd all parties have reached an 

agreement to explore snd develop these leases and interests for oil snd gss to the extent and as hereinafter 

provided; 

NOW, THEREFORE, It is agreed as follows: 

1. DEFINITIONS 

As used in this sgreement. tha following words and terms shall have the meanings hare ascribed to 

them. 

(1) Ths words "psrty" snd "parties" shall always mesn s party, or parties, te this agreement. 

(2) The psrties to this sgreement shall always be referred to as "It" or "they", whether the parties be cor­

porate bodies, partnerships, associations, or persons real. 

(8) Tha term "oil and gas" shall include oil, gas, casinghesd gss. gss condsnsate, and all other liquid or gase­

ous hydrocarbons, unless an intent to limit the inchisiveness of this term is specifically Stated. 

(4) The term "oil and gss interests" shsll mean unleased fee snd mineral interests in tracts of land lying 

within tha Unit Are* which are owned by parties to this sgreement. 

(8) The term "Unit Area" shall refer to and Include all of the lands, oil snd gas leasehold interests and oil 

and gss interests intended to be developed and operated tor oil and gas purposes under this agreement. 

Such lands, dl and gsa leasehold Interests end oil snd gss interests sre described In Exhibit "A". 

(8) Tha term "drilling unit" shall mean the area fixed for tha drilling of one well by order or rule of any 

state or federal body having authority. If a drilling unit i* not fixed by any such rule er order, a drilling 

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

press agreement of the partlaa. 

(7) All exhibit* attached to this agreement ara made a part of the contract ss fully as though copied In tull 

In the contract. 

(I) The words "equipment" and "materlala" ss used here ara synonymous and shall mean and include all 

oil field supplies snd personal property acquired for use in th* Unit Area. 

X. SJISJliTJ DHAMllfrVMOM, LOSS OP LEASES AND OIL AND GAS INTERESTS 

Ai Title E«ami»*>l»»i 

teoh pasty elhes than, Opesates ihall promptly submit il* Operator abstracts eerllfled fsom beginning It) 

recant date, together with all title paper* in it* possession covering Itttti tnd oil and gaa interest* whjprfit It 

tubjtcting to this eontrsct. All of these abstracts and till* record* shell be examined for the b*jl**ffof all par-

tin by Operator's attorneys. '' 

Operator shall promptly submit sbstracts certified from beginning to recenMfTte, together with all title 

pipers In its possession covtring letses ind oil ind gtt interest* which l^r'lubjecting to this sgreement, to 

for tximinttion by thi lilttr't 

attorney for the benefit of all parties. 

Alt title extmlnttloni shall be made without charge. Each txtmlning ttlornty thall prtptrt • com­

plete title report en each aeparate tract baiidjtpon tht abstract record tnd titlt piptrt submitted to him. Each 

title report shall contain a Hat of fee owjjet-tand their intereit*, ihall Stat* the. attorney'e opinion concerning 

validity of their interests, and shpM ĉontain an enumeration and description of title dtfect*. if any, a report up­

on mortgage*, tax**, pendjof'sultt, ind Judgment*, and unretctscd oil tnd gts lease*, tnd • lilt of require­

ment*, if my, upon f̂Stch the examiner's approval of title (o the lease or oil and gas intereit l l contingent. The 

title reportthatfalso contain a apociflc description of the oil and gas lease being subjected to this eontrsct, 

withs^fatement of Its form, term (which will be satisfactory If It hat a primary term expiring not toonor 

)i nmnimt irf rn]" i l t r . rit'"t n* ilnliy mn ' - l r i r m m l r " - " * " - ! drilling 

"Joint Loss" 
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obllgationi and et i m w royally, ail payments, tnd other spteisl burdtati A nay »i stsh tlilt iplstlwti **•*) 

oi etch luppitmtnttl opinion, tnd oi til final opiniont, thtll bt tent promptly to etch party. The oj3>rlDn ol 

tha examining tttornty concerning tht validity ol the title to each oil tnd ftt intereit and each l̂erfte, ind tht 

amount of intereit covered theroby thtll be binding and conclusive on the partiet, but>(il acceptability of 

ltaeee at to primtry ttrm, royalty proviiiona, drilling obligations, and tpeclil bĵ wrfns, thill be a matter for 

approval tnd tcceptinee by an authorized representative of each party. 

All title extmlnatlont thtll be mtdt, snd title report! subrnittttci, within a period o f _ _ _ _ d a y s attar the 

submission of sbstrtcti tnd title ptpart. Etch ptrty thsjVffi food faith, try to satisfy the requiremantt ef the 

examining attorney! concerning itt leases and InterxrtsTind esch thai) havt a period of days from 

receipt of title report for thlt purpote. If tliê rfUe to tny ltitt, or oil and gu Inttritt. It finally rejected by 

the examining attorney, all ptrtltt thetTthen be asked ta ttits in writing whether they will wahre thi title 

defects ind tceept the leases oj>Wtsrests, or whether they will stand on the attorney's opinion. If one or more 

Partiet rtfuit to waive UtMdeftctt, thlt agreement shall, in that esse, be terminated and abandoned, and all 

tbstracti ind tltlaptfpert shall ba returned to their tenders. If all titles sre approved by the examining at-

tonteyg, or>raiccapted by til parties, and if all lettct tr* accepted ts to primtry terms, royilty provisions, 

driUJpa/obligitions snd tpecitl burdens, all subsequent provisions ef thlt tgreement shsll becotne operative 

tmmtdiattlyi aad the pastie* shall preated te thsit pssformsnra tt th*i' ar* hanalnaftsa stated 

B. Failure af Title; 

After all titlet are approved or accepted, any defect* of title thtt may dtvelop thall be the joint re-

tpeniibility ot ill ptrtiet tnd, If a title Ion occur*, it. ahall be the lot* of ill pirtie*. with aach bearing lu pro­

portionate part of the lot* and of any liabilities incurred ln tha loss. If such a loss occurs, there thall be no 

change in, or adjustment of, th* Interest* of th* parties ln tha remaining portion of tha Unit Area. 

C Lett *f Leases Far Other Than Title Failure! 

If tny lute or interest subject to this agreement be lett through ttilure to develop or because *xpr**» 

Of implied covenant! have not bttn performed, or ii any leata be permitted to expire at tha end of Its primary 

term and not be renewed or extended, the loss shall not ba considered a failure of title and all such tosses shall 

be Joint lostet ind thill b* borne by ill ptrtiet In proportion to their Interests ind there ihall be no readjust, 

ment of Inttritti In the remaining portion of tha Unit Area. 

1. UNLEASED OIL AND OAS INTERESTS 

If any party ownt in unleated oil and gtt lnttrett in ihe Unit Am, thlt interest *hall be treated for 

the purpose of thlt tgreement it It It wtr* * letted lnttrett under the form of oi] ind gat lttte attached a* 

Exhibit "B" tnd for tha primary term therein stated. As to such Interettt. the owner thill receiv* royilty en 

production it prescribed in the form of oil tnd gu leate attached hereto at Exhibit "B". Such party thtll, 

however, be tubjtci to all of th* provision* of thlt tgreement relttlng to lessttt, to th* *xt*nt that it ownt 

the lessee lnttrett, 

4. INTERESTS OF PARTIES 

Exhibit "A" llitt atl of the pirtlet, ani their re»p*ctlv* pere*nttgt or frtctlonal Inttrettt undtr this 

agreement. Unless changed by othor provisions, ill co«t« tnd Habllltltt Incurred in opertllon* under thi* con-

trict thtll be borne tnd paid, ind all equlpmtnt and material icqulred in operstljn* on the Unit Ares shsll be 

owned, by the parties as their intertstt art given In Exhibit "A",/^l°production of oil and gat from the 

Unit Area, tubject to the payment of lessor'! roytlties, thall also be owned by the partle* In the sam* manner. 

_ 2 — 

"Joint Lo»j" 
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If tny ell tnd gtt Ittst eevtrtd by thlt agreement It subject to in overriding royilty, production pay­

ment, or other chargt over tnd above the usual one-eighth ( ) royalty, the party contributing that leaae ahall 

etiumt tnd ilont beer ill such txctss obligations tnd thtll tccount tor thorn to the owners thereof out of Itt 

thtre of the working Interett production of the Unit Area. 

I. OPERATOR OF UNIT 

S i n c l a i r O i l C o r p o r a t i o n ihall be the Operttor of 

the Unit Aret, tnd shall conduct and direct tnd have full control o( all operations on the Unit Area at per­
mitted ind required by, tnd within tht limits of, thlt tgreement. It thtll conduct all such operations in t good 
ind workmanlike manner, but it shall havt no liability at Operator to the other partial for loaaet tuttatned, 
or liabilititi Incurred, except such as mty result from grots negligence or from brnch of the provisions ot 
this tgreement 

I . EMPLOYEES 

The number of tmployeet tnd thtir selection, and tha heuri of labor and tha compensation for services 
performed, thall ba determined by Operttor. All employee:! thall be the employees of Operator. 

1. TEST WELL 

Oo or before the day of , 19 , Operator thtll commence tha drill. 
lng Of a wtll for oil and gat in the following location: 

NONE 

and thall thtrttfter continue tha drilling of tha well with due diligence to 

units* granite or other practically impenetrable iu balance is encountered at a leaser depth or unles* all parties 

agree to complete the wall at a letsar depth. 

Operttor thall mtkt reasonable test* of all formations tncounttrtd during drilling which give Indict-

tion of containing oil and gat in quintal** tuffloltnt to test, unlea* thlt agreement thtll be limited In It* ap­

plication to a specific formation or formation!, in which event Operator thtll be required to tett only the 

formation or formatloni to which this tgrtement may apply. 

If in Operator'* judgment tht wtll will not product oil, or gtt in paying qutntltles, and it wishes to 

plug and abandon the test ss a dry hole, It shsll tint secure the consent ot all psrties to tha plugging, and th* 

w*H shall thin be plugged and ibtndoned ss promptly ss possible. 

I. COSTS AND EXPENSES 

Except it herein otherwise speclflctlly provided, Operator ihall promptly pay and dl*charge all costs 

and expenses incurred in tha development and operation of the Unit Area purtuant to thi* agreement and (hall 

chargt each of tha partlet hereto with their respective proportionate shares upon the cost and expense basis 

provided In the Accounting Procedure attached hereto and marktd Exhibit "C". It tny provision ef Ex. 

bibit "C" should be Incontinent with tny provision contained In the body et this tgrtemtnt, tht provision* in 

th* body of thlt *gr**m*nt shsll prevail. 

Operator, it itt election, shsll hive the right from time to time to demtnd snd redelve from th* other 

ptrtiet payment In tdvthct of their rttptctlve thtret of the eitlmtted tmount of tht coitt to be Incurred ln 

optrttlont hereunder during tho next tuccttding month, which right may be exercised only by tubmlssion to 

ttch tuch ptrty of in itemized ititement of tuch estimated costs, together with tn Invoice for itt thare there­

of. Etch tuch ititement tnd Invoice for the ptyment in tdvtnca of eitlmtted cost* shsll bt tubmitted on or 

before tha 20th dty of th* ntxt preceding month. Etch party shtll pay to Operator Its proportlonste share of 

such eellmtte within fifteen (15) dayi after tuch estimate and invoice la received. If sny psrty falls to pay its 

share of said estimate within snid time, the amount due shall bear Interest tt the rif*1dl!»WKB^ltttS.^Cper * 

tnnum until paid. Proper adjustment thall be made monthly between advance* and actual cost, to the end 

that etch party ihall betr tnd pay itt proportionate share of actual costs incurred, and no more. 
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t. OPERATOR'S LIEN 

Operator t« given a firjt and preferred lien on the intereit of each party covered by thut contract, and 

ln each party'i Intereit ln oil and gai produced and the proceedi thereof, and upon each party'i Intereat In ma­

teriel and equipment, to secure the psyment of all sums due from each such party to Operator. 

In ths event any party falls to pay any amount owing by It to Operator as its share of such costs snd 

expense or such advance estlmste within the time limited for psyment thereof, Operstor, without prejudice to 

other existing remedies, is suthoriied, at its election, to collect from the purchster or purchasers ot oil or gas, 

the proceeds accruing to the working interest or interests in tit* Unit Ares of th* delinquent party up to the 

amount owing by such psrty, snd each purchaser of oil or gan is authorized to rely upon Operator's statement 

aa to th* amount owing by auch party. 

In the event of the neglect or failure ot any non-operating party to promptly pay It* proportionate part 

of the coat and expense of development and operation when due, th* other non-operating parties and Operator, 

within thirty (30) days after th* rendition ot statements therefor by Operstor, shall proportionately contribute 

to the payment of auch delinquent indtbtednet* and the non-operating parties to contributing (ball be entitled 

to the sam* lien rights as ara granted to Operator in this section. Upon th* payment by such delinquent or 

defaulting party to Operaior of sny amount or smounts on such delinquent indebtedness, or upon any recovery 

on behalf of the non-operating parties under the lien conferred above, tho amount or amount* so paid or re­

covered shall be distributed and p*id by Operator to the other non-operating partial and Operator propor­

tionately in accordance with th* contribution* theretofore m*d* by them. 

18. TERM OF AGREEMENT 

Thlt sgreement shall remain ln full force and effect for at long ss any of tha oil and gas lease* subjected 

to this agreement rtmrln or ar* continued In force a* to any part of the Unit Area, whether by production, ex-

tension, renewal or othtrwite; provided, however, that In the event the firtt well drilled hereunder result* In 

a dry holt and no other well I* producing oil or gaa in paying quantltle* from th* Unit Area, then et the end 

of ninety (90) days after abandonment of the firtt tatt well, this tgreement shall terminate unless one or 

more of the partial are than engaged In drilling a well or wtll* pursuant to Section 12 hereof, or ill partlet 

have agreed to drill an additional well or wellt under thlt agreement. In which event thlt tgreement ihall con­

tinue In force until tuch w*U or wellt thtll hive been drilled and completed. If production result* there, 

from this agreement thill continue in force thereafter a* if laid firtt test wel) had been productive In paying 

quantltlee, but If production In paying quantltle* doe* not retult therefrom thlt tgrttmtnt thall terminate 

at the end of ninety (80) dtyt tfttr tbindonmint of tuch well or wellt. tt Is agreed, however, that the term­

ination ef thlt Igrtement thall not relieve any party hereto from tny liability which hit accrued or attached 

prior to the data ef tuch termination. 

I I . LIMITATION ON EXPENDITURES 

Without the consent et all partitt: (t) No wtll thtll be drilled on the Unit Aret except any well ex­

pressly provided tor in this tgreement tnd except tny wtll drilled purautnt to tht provision* ot Section 12 

ot thia agreement, It being understood that the content to the drilling ef I wtll thall Include content to ill 

necettary txpendlturet In the drilling, testing, completing, tnd equipping of the wall, including necesstry 

tinkige; (b) No wtll thtll be rtworked, plugged btck or deepened except t wtll rtworked, plugged back or 

deepened pursuant te tht provision! of Stctlon I I ot thlt igretmtnt. It being understood thlt the content to 

th* reworking, plugging bick or deepening of i well thtll Include constnt to til necessary txpendlturtt in 

conducting tuch operations and compl*tlng*tnd equipping ef laid well to produce, including necessary tank, 

age; (c) Operator thall not undertake any tingle project reasonably eitimtted to require in expenditure in 
excess of Five Thousand - - rwi.r. (t 5.000.00 ) 
except in connection with a well the drilling, reworking, deopenlng. or plugging btck ot which ha* been pre­
viously tulhoriiod by er purtutnt to thit igrtement; provided, however, thtt In case of explosion, fire, flood, 
or other sudden emergency, whether of the same or different nature, Optrator may take auch steps tnd Incur 
tuch ixpentet It in its opinion art required to deal with the emergency and to safeguard life snd property, 
but Oporltor thill, is promptly tt possible, report the emergency te the other parties. Operator shall, upon 
requett, furnish copiet of tt* "Authority for Expenditure*" for any tingle project costing in ex-
eet. of I g>500.00 

See Section 31(c) for additional "provision. 
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i : . OPERATIONS BY LESS THAN ALL PARTIES 

If til the ptrtiet etnnot mututlly agree upon the drilling of tny well on the Unit Aret other than the 

tett wtll provided for in Section 7, or upon the reworking, deepening or plugging btck ef e dry hole drilled 

tt tht joint expense of ill ptrtiet or a well Jointly owned by tit tht ptrtiet and not then producing In paying 

qutntitiet on the Unit Aret. any party or ptrtlts wlthlng to drill, rework, deepen or plug back auch a well 

may give the ether partlet written notice of the propoted operation, specifying the work to be performed, 

the location, propoted depth, objective formation tnd the estimtted cost ef tht operttlon. The partlet receiv­

ing tuch t notice thall have thirty (30) days (except at te reworking, plugging btck or drilling deeper, whtre 

a drilling rig it on location, the period thtll be limited to forty-olght (41) houn txclutivt of Saturday or Sun-

day/St.? receipror The notice within which to notify the ptrtiet wishing to do tht work whether they elect 

to participate in the cost of the propoted operetion. Failure of a ptrty receiving tuch t notice lo to reply to 

It within tht period tbove fixed thtll constitute in election by that party not to participate ln the cost of Iht 

proposed operstion. 

If my pirty receiving tuch t notice tlectt not to participate In the propoted operttlon (auch party er 

pirties being htreefter referred to is "Non-Consenting Psrty"). thon in order to be entitled to the benefits 

of thia section, the ptrty or partiet giving tha notice ind tuch other ptrtitt is shsll tltet to participate in (he 

operation (all such parties being heresfter referred to as the "Consenting Parties") shall, within thirty (30) 

dayt after th* expiration of the notice period ef thirty (30) dtyt (or te promptly it possible after the expir­

ation of the 46-hour period where the drilling rig ls on location, as the esse msy be) tctually commence work 

en the proposed operation and complete It with due diligence. 

The entire cost and risk of conducting such operations shsll be borne by the Consenting Parties in th* 

proportions that their retpectlvt lntsrests ss shown In Exhibit "A" betr to the totsl Interests ef til Contenting 

' Partlaa. Contenting Parties shall ktep the letiihold, eststes Involved in tuch operations frse and deer ef all 

liens and encumbrances of every kind crtttcd by or iriting from the operation! ot the Consenting Psrties. If 

such an operation results tn a dry hole, tht Consenting Pirties shall plug and abandon tha wal) et their sole 

coat, rilk and expense. If my well drilled, reworked, deepened or plugged back under the pro visions of this 

section results ln • producer of ell ind'or git in paying quantitlet. tht Consenting Ptrtlts shsll complete and 

equip the well te produce at thtlr sola cost and risk, and the. wall shsll then be turned over to Operator and 

•hall be operated by It at the expense and for the account of the Consenting Psrties. Upon commencement of 

operations for the drilling, reworking, deepening or plugging back of any tuch welt by Consenting Parties 

In accordance with the provisions ef this section, esch Non-Consenting Ptrty shsll be deemed to have relin­

quished to Contenting Partlet, tnd tht Contenting Ptrtiet thall own tnd be entitled te receive, in proportion 

to their respective interests, sll of such Non-Consenting Party's Interest In ths well. Its leasehold operating 

rights, and share of production therefrom until tha proceeds or market vslue thereof (sftsr deducting pro­

duction tsxes, royalty, overriding royalty and other interests payable out of or meaaured by tha production 

from tuch wall accruing with respect to tuch lnttrett until it reverts) thall equal the total ef the following: 

(A) 100% of each tuch Non-Contenting Pirty'l thin of tha cost of tny ntwly tequlred surface equipment 

beyond the wellhead connections (Including, but not limited to. stock tsnks, separators, trailers, 

pumping equipment and piping), plus 100% of esch such Non-Consenting Psrty's thars ef th* cost of 

operation of the well commencing with first production and continuing until each tuch Non-Consenting 

Party'i relinquished Interest shall revert to it under other provisions ot this section, it being agreed thet 

each Non-Contenting Party's Ihtrt of such costs tnd equipment will be that lnttrett which would have 

been chtrgetble to etch Non-Consenting Ptrty hid It ptrticlptttd in the well from the beginning of 

the operation; tnd 

(B) 200% of that portion ef the costs snd expenses of drilling, reworking, deepening er plugging back, 
testing and completing, after deducting tny cash contributions received under Section 33, end 300*4 
ot thtt portion of the cost of newly acquired equipment In the welt (to and Including the wellhead 
connectioni), which would hive been chargeable lo tuch Nen-Consentlng Party if it hid participated 
therein. 
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In th* CM* et any reworking, plugging back or deeper drilling operation, the Contenting Parties ahall 

be permitted to ute, tree o( coat, all citing, tubing tnd other equipment In the well, but the ownership ot til 

tuch equipment thtll remtin unchanged; tnd upon tbtndonment of a well after tuch reworking, plugging 

back er deeper drilling, the Contenting Ptrtiet thtll account for all tuch equipment to the ownen thereof, 

with each party receiving itt proportionate part In kind er in velu* 

Within tixty (40) days after the completion of tny operation under thlt section, the party conducting 

the operations for the Consenting Ptrtitt thall furnish esch Non-Consenting Party with an inventory of 

tha equipment in and connected to the well, tnd in ittmiztd statement of the cost of drilling, deepening, 

plugging btck, testing, completing, tnd equipping the well lor production; or, it itt option, the operating 

party, in lltu of an Itemized ititement of tuch costs ot operation, may submit t dettiled ititement of monthly 

billings Etch month thereafter, during the tlmt the Contenting Parties trt being rtlmbuned as provided 

above, the Contenting Ptrtiet thall furnish tht Non-Contenting Ptrtitt with in itemised atatement of all 

eosta ind liabilities Incurred in th* operttlon of the well. tof*th*r with • statsment ef tha quantity of oil 

and gat produced from It tnd the tmount of proceeds reiliied from tht silt ot thi well'i working Intirest 

production during the preceding month. Any tmount retllzed trom the tale or ether disposition ef equip-

ment newly tcquirtd in connection with tny tuch operttlon which would hive been owned by a Non-Con­

tenting Ptrty had It participated therein thtll be credited igninit tht total unreturned eoata ot the work dorm 

ind of ths equipment purchased, in determining when the interest ef such Non-Consenting Party ahall revert 

to it as sbovs provided; If there is a credit balance it shall be paid to such Non-Contenting Party. 

If and whan the Contenting Ptrtitt recover from a Hon-Contanting Party'i relinquished Interest the 

amounts provided for ibov*, the relinquished inttrettt ot such Non-Consenting Ptrty thall automatically 

revert te it tnd from and tfttr such revtrtion such Non-Contnting Psrty thall own tha same interest in aueh 

well, th* operating rlghtt and working intereit therein, th* material 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 iild wall. Thereafter, tuch Non-Contenting Party ahall be 

eharged with and thall pay Itt proportionate part of the further coats of tht operitlon ot said well In accord­

ance with tht terms of this agreement and tha accounting procedure tchedule, Exhibit "C", atUehed hereto. 

Notwithstanding the provisions ot this Section It, It ls agreed that without tha mutual eonsent ot all 

partiet, no wellt thtll ba completed in or produced from a source of tupply from which a wall located else­

where on the Untt Artt it producing, unlet! tuch well conforms to the 8 &2ix3Vj^JrSxxtlicajw£lSii«r5 e 

t)CORxkx)waGX3txritatoc by ths governmental agency having Jurisdiction. 
Thi proviiioni ef thlt tiction thill htve no application whatsoever te the drilling of tha Initial Ust 

wall on tha Unit Area, but shall apply to the reworking, deepening, or plugging btck et tha Initial Ust well 

aftir It hit been drilled to the depth specified ln Section 7, If It Is, er thereafter shall prove to be, a dry 

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

poted to be drilled, reworked, deepened, or plugged btck, upon tht Untt Aret tubitqutnt to the drilling ot 

the Initial tttt well. 
* 

IS. RIGHT TO TAKE PRODUCTION IN KIND 

Each ptrty thall take In kind or separately dispose ef its proportionate shirt of ill oil end gtt pro­

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

ttloni ind in preptrtng tnd trttting oil for mtrketlng purposes end production unavoidably lost Each party 

thtll pay er deliver, or ctut* to be paid or delivered, ill royiiltlet, overriding reysltles, or other payments 

dui on itt than ef such production, and shsll held tht othtr psrtltt free from tny liability thcrtfor. Any 

extra expenditure incurred In the taking th' kind or septrtti disposition by tny party of Itt proportionate 

thtre Of tht production thall be bom* by aueh party. 

Each party thall exocutt tl) division orden tnd conlracts of suit pertaining to Its Interest In produc­
tion from the Unit Arei, and shall be entitled to receive payment direct from the purchaser or purchasers 
thereof for its share of all production. 

_ g — 

•JP 
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In th* event tny petty thall (all to make the irraniciment* neectitry to ttke In kind or toptrttely 

dispose of Hi proportiontte thtre of the oil tnd gis produced from tht Unit Aret, Operttor thtll have the 

right, tubject to revocation tt will by the ptrty owning it, hut not the obligttlon, to purchase tuch oil tnd 

gat or tell it to othtri (or the time being, tt not leu thtn th* market price prevailing In the area, which 

thall in no evenr be leas than the price which Operator receives for its portion of the oil snd gaa produced 

from the Unit Area. Any such purchste or tale by Operttor thtll be tubject tlwayi to the right of the 

owner of the production to exercite st sny time its right to tike in kind, or septrttely dispose of, lu share of 

tl) oil tnd gtt not previously delivered to a purchaser. Nctwlthittndtng tht foregoing, Operator thtll not 

make a tale into inlertUt* commerce of tny other party'i thtre of gat production without flrttJCfcjtBStuuck 

«M»tK»*jac^ ouch other party's written 
consent. 

It. ACCESS TO UNIT AREA 

Each party thtll hive tcceu to the Unit Aret at all reasonable timet, at tu tola risk, to inspect er 

observe operation!, and thtll htve tcceu st rtssonsbl* times to information pertaining to the development 

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

furnah each of tha other ptrtitt with copitt of all drilling reports, well lop, tank tablet, dally gauge and 

run Uckatt tnd rtporU of ttock on hand at the tint ot ttch month, tnd thtll mike tvttlcble samples of any 

coral or cuttings Uken from tny well drilled on the Unit Area, 

IS. DRILLING CONTRACTS 

All wellt drilled on the Unit Ar«t thtll bt drilled on I competitive contract basl« at the wtal rate* 

prevailing in the area. Operator, it it to desires, mty tmploy Ul own toolt and tquipment in the drilling 

Ot well*, but itt chargat therefor thill not exceed the prevailing rata* in tha field, and the rate of aueh 

ehtrget thall be agreed upon by the partiet in writing before drilling operations irt commenced, end aueh 

work thtll be performed by Operttor under the tame Urmt and conditloni aa shall be customary and usual 

in the field in contracU of Indeptndcnt contractor! who ar* doing work of a similar nature. 

I I . ABANDONMENT OP WELLS 

No wall, other than any well which has been drilled or reworked pursuant to Section IS hereof for 

which the Consenting P*rtl*t hav« not been fully reimbuntd at thtrein provided, which has b**n com­

peted as a producer shall be ptuggtd tnd tbindoned without th* consent of ill partial! provided, however, 

if all parti*! do not agree te th* abandonment of tny wall, thot* wishing to continue its operation shsll tender 

to each of th* eth*r p*rtl*i it! proportlenite shtrt ef the vulue of the well'i sslvibli material and equip­

ment, determined in accordance with th* provittone et Exhibit "C", less the •*tim*t*d cost of salvaging and 

lhe estimated cost of plugging tnd tbtndonlng. Etch tbsndonlng party thtll then astlgn to the non-

abandoning ptrtitt, without wirrmly. express or implied, it to title or tt to quintity, quality, or fitness for use 

ol tha aqulpmtnt and material, all of Itt Intereit In the well tnd Itt equipment, together with IU InUrest in 

th* leaishold estste as to, but only as to, the Interval or Intervals of the formstlon or formallona than open 

to production. . The tsslgnmtnts so limited shsll sncompsss the "drilling unit" upon which ths well Is located. 

The piymtnts by, tnd tht tttlgnmenU to, the etslgnces shsll be In I rstlo btstd upon the relationship of 

their retpectlve-percentages of ptTtlcipttlon in th* Unit Aret to tht aggregate of th* percenttget of partici­

pation in the Unit Area of all atslgnecs. There shsll be no resdjustment of Interett In the remiinlng portion 

Of the Unit Aret. — 

After the tttignment, tht tsslgnort shsll htve na further responsibility, liability*, or interest In the 

operation of or production from the well In the Interval or Intorvali then opsn. Upon request of the ssslgnees, 

Operstor shall continue to operate tho assigned woll for the account of the non-ebandoning parlies st the 

rstes snd charges contcmplsted by this agreement, plus tny edditionsl cost snd charges which msy srise ss 

the mult of the teptratt ownership of the tssigned well. 
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17. DELAY RENTALS AND SHUT-HN WELL PAYMENTS 

Each party ihall pay all delay rentals and shut-in wall paymanti which may be required undar the 

terms ot its lease or lesses and submit svidence ot each psyment to the other parties st least tan (10) days 

prior to the payment date. The paying party shall be reimbursed by Operaior (or 100% of any such delay 

rental payment and 100% of any such ihut-in wail payment. The amount of such reimbursement shall be 

charged by Operator to the Joint account ot the parties and treated ln all respects the ssme as costs incurrsd 

Ln tha development and operation of the Unit Area. Each party responsible for such payments shall diligently 

attempt to make proper psyment. but shall not be held liable to the other parties In damage* for tha loss of 

any lease or interest therein if, through mistske or oversight, any rents! or shut-in well payment is not paid 

or is erroneously paid. The Ion ot any leas* or interest therein which results from a failure to pay or an er-

roneout payment of rental er shut-in well payment shall be a Joint loss and there shall be no readjustment ef 

Interests in ths remaining portion of th* Unit Area. If any party secures s new laase covering the terminated 

intereat, such aoquiiiton shsll be subject to the provision* of Section 13 ot thi* agreement 

Operator shall promptly notify each other party hereto of the date on which any gas well located on 

the Unit Area is shut in and the reason therefor. 

I I . I>nCPBIlEWTlAL TIIOIIT TO PUrtCHAgE 

Should any party desire ta sell all a* any part si its InUesil* unit* thi* e*wt»sei. ** Ita sight* sadipv 

Urteta In the Unit Area, it shall promptly give written notice to the other partial, with full IntopntiSen cen-

oarning It* proposed *ale. which ihall Include the name and address of the prospecUvê p r̂rfhaser (who muit 

be ready, willing and able te purchase), the purchase price, and all other terrrji^flhe offer. The other partlaa 

shsll then have an optional prior right, for a period of tan (10) d*j(*-*rrt*r receipt of the notice, to purchase 

on the ssme terms and conditions tha interest which theoiber*perty propose* to tell; and, if this optional right 

1* exercised, thi purchasing parties shall shsreJAe-^urchased interest in the proportions that, the interest of 

each bear* to the total Intereit of aUpurcfuing parties. However, there shall be no preferential right to pur-

Chase in those cat** wherein-party wishes to mortgige Its Iritareiti, or to dispose of Its in Uresis by merger, 

reorganisation, ccjite-Htfstiop, or ula of all of lu asseu, or a sale or transfer ef iu lnterssu to a subaidtory or 

panftteompfny, or subsidiary of a parent company, or to any company ln which any one party owns a ma-

Jeafly *l th* sisslc. . . 

I I . SELECTION OP NEW OPERATOR 

Should a sale be msde by Operator et Us rights snd Intersil*, th* other parti** ahall hav* the right 

within sixty (50) days aftsr the dste of such sale, by majority vote In interest, to select a new Operator. If 

l new Operstor is not so selected, th* trinsferee of the present Operator shall assume the duties of snd aet as 

Operator. In either case, the retiring Operator shsll continue to serve as Opsrstor. and discharge IU duties 

in that capacity undar this sgreement, until its successor Operator is selected and begins to function, but the 

present Operator ihall not ba obligated to continue the performance of IU duties for more than 120 d*y» after 

th* ilia of IU righU and IntertsU has b**n completed. 

— 3 — 
"Joint Loss" 



10. MAINTENANCE OP UNIT OWNERSHIP 

Tor tht purpettj of maintaining uniformity of ownership in th* oil tnd ftt lttuhold int*r**tt oovered by 

thlt contract, tnd notwlthtttndlng tny othtr provltlont to the contrtry, no party thtll tell, incumber, trtntfer 

or make other dltpotitlon of Itt intereet in tht lettet embraced within tht Unit Artt tnd in wtlti, equipment 

and production unUst tuoh ditpoiition covert either: 

(1) the tntir* intereit of the ptrty In tit lettet tnd equipment tnd production; or 

(2) tn equtl undivided intereit ln ill learn tnd equipment tnd production in the Unit Area. 

.. A v e r > ' , u c h tal*. jneumbrinee. U-tnifer or other dltpotitlon mtde by tny party thtll be mtde exprassly 

vrth assumption 9" obligations hereunder- ln writing by assignee, 
tubject to thli sgreemenjf tnd thtll bt mtde without prejudice to the rifhtt of the'othel' partial. 0 ' 

If It iny time tht interest of tny party it divided tmong ind owntd by four or more co-owners, Opers­

tor may, it itt discretion, rtquir* tuch co-owners to tppolnt • single trustee or tgent with tull authority to re­

ceive notices, tpprove expenditure!, receive billing! for tnd tpprove tnd pay tuch pirtyt there ef the Joint 

•xpeniet, ind to deal generally with, and with power to bind, the co-ownert of tuch pirtyt tntarettt within 

the aeope of the operation! embraced in this contract; however, alt such co-ownert thtll enter lata and execute 

all oontracti or tgreement* for th* disposition of their rttpectlve thartt ot the oil and fit produced trom tha 

Unit Area and they thall hive the right to receive, teptrately, ptyment ef the sale proceed* thereof. 

Zl. RESIGNATION OF OPERATOR 

Operator may resign from itt dutitt and obllgetioni t i Operttor it tny time upon written notice ef not 

leu than ninety (90) dtyt given to all othtr ptrtlts. In this cat*, all partlet to thta contract thall atlect by 

majority vot* in intereit, not in numbers, 1 ntw Operator who thall itsume the responsibilities and duties, and 

have tha rights, prescribed for Operator by this tgreement. The retiring Operator thtll deliver to Its successor 

all records md information ntcettary to the discharge by tha naw Operator of Ita duties tnd obligations. 

tt. LIABILITY OF PARTIES 

Tht liability ot the partial thtll bt taviral, not Joint or colttctiv*. Each party shall ba responsible 

only for its obligations, and thall be liable only tor its proportionate thar* of tha coats 'of developing and 

Operating th* Unit Artt. Accordingly, th* Hen granted by etch party to Operator In Section I tt given to se­

cure only the debts ot esch severally. It It not th* Intention of the ptrtiet to ereite. nor ihall thlt agreement 

be eonttrutd at creating, a mining er other pertnerihip or iisoclitlon, or to render thsm liable as partners. 

tl. RENEWAL OR EXTENSION OF LEASES 

If iny ptrty secures s renewtl ef sny oil tnd gu less* subject to this contract, aach and all ot the other 

partlet thtll bt notified promptly, tnd thtll htve the right to ptrticiptte In the ownerthlp of the renewii lease 

by paying to the party who acquired it their severtl proper proportlontte shirit of tht acquisition cost, which 

ahall be ln proportion to the interests held at that time by the parties in th* Unit Are*. 

If soma, but lets than ill. of the ptrtiet elect to psrtlclpttt In tha purchase of a renewal l*ss*. It ahall 

be owntd by tht ptrtitt who elect to ptrticiptte therein; In a ratio based upon tha relationship of their respec­

tive percentage ot participation in the unit sres to the sggregstit of the percentage* of participation in the unit 

area of all parties participating in the purchese of such renewal lesss. Any rsnewal leese In which lees then 

all tha parties elect to participate thtll not be tubject to this agreement. 

Each party who particlpttet in the purchase of t renewtl lute thill be given tn titignmtnt of Itt pro­

portionate lnttrett therein by the acquiring party. 

The provilionl of thlt section thall apply lo rtnewtl lenses whether they are for the entire Intereat 

covered by the expiring least or cover only t portion of Itt t m or in intereit therein. Any renewsl teat* 

taken b*for* th* expiration of Its predecessor leese. or taken or contracted for within six (I) months after 

the expiration ot the axlttlng leas* thall be tubject to thlt provision; but any leas* taken or contracted for 

more thin tix (J) months afttr the expiration of an existing lease shall not bt deemed t renewtl lease and 

Ihall not bt tublect to the provisions of this taction. 

The provision* in this section shall apply also and In like manner to extensions of oil and ga* leases. 



A.A.P.L. FORM 610 

24. SURRENDER OF LEASES 

The leate. covered by thie agreement, ln 10 fir is they embrace icrtlft In the Unit Are., .hill not be 

iurrendered in whole or In part unleat i l l pirtie* conttnt. 

However, .hould my party de.ire to .urrend.r it. Interest in my lean or ift iny portion thereot, and 

other partie. not agree or con.ent. the pirty detlring to turnindtr ihall assign, without express er implied 

warranty ot title, ill of it. intereit in .uch lette, or portion thereof, end iny well, material end equipment 

which may be lociUd thereon and any ri|ht. In production thereafter aecured, to the partial not dttirlng to 

rurrander it. Upon .uch isiignmtnt, the ...lfnini party ahaU ba relieved from .11 oblifatlona thereafter a c 

truing, but not theretofore accrued, wilh reaped to the eeraagi ettlgned and the operation of any wall there­

on, and the ssslgninf party .hall have no further intereit in tha leate attifntd and iu equipment and produfltlon. 

The partial assignee thall pay to the party attlgnor th* rettonabla ttlvtia value of tht latter'* InUreat in any 

welle and tquipment on th* attifntd acreage, determined In accordance with tht provision* of Exhibit "G", 

let* the ettimtted eott of ttlvaglng and the ettimtttd eott of plugging and tbtndonlng. If th* laaifnmarit la In 

favor of nvor* than one ptrty. the attlgned lnttrett ahall be ahared by the partial tuignea In the proportion! 

that tha lnttrett of ttch bear* to the Interett of all partiet iiitignet. 

Any itiigntntnt or rurrtndtr made under thlt proviiion thall not reduce or Chang* the attignert' or tur-

rendertng ptrtiet' lnttrett, t i it wat immediately before the attignmtnt. In tht btlance of tha Unit Area; and 

the acreage eitigned or turrendered, tnd tubtequent operation! thereon, thall not thareafur be tubject lo the 

termt and provision! of thil egrttment. 

IS. ACREACE OR CASH CONTRIBUTIONS 

If any party r*e*iv*t while thlt agreement It In force a contribution of cath toward tha drilling Of a 

well or any other operation on the Unit Area, tuch contribution thall be paid to the party w*ho conducted tha 

drilling or other operation and thall be applied by tt agtiott the eott of tuch drilling or other operation. It 

ucnosp 
the oontrlbutlon be In the form of tcrttge, the party to whom th* contribution It made ihall promptlyxxitn)* 

an asaignment of tht tcreagt, without warranty of title, lo all partial to thlt agreement in proportion to their 

mteretU In the Unit Area it thlt time, and tuch acrtag* thall become a part ot tha Unit Area and be governed 

by aU the provision, et thil contract. Etch party thtll promptly notify ill other partiet of all icrttft or 

money contribution, it may obtain ln tupport ot any well or any othtr operitlon on th* Unit Area. 
» . PROVISION CONCERNING TAXATION 

Each of tht partiet hereto ilecU, undar the tuthorlty et Section 711(a) of tha Inttmal Rtvtnua Cod* of 

IPS*, to be excluded trom the ippllcatlon of all of tha ptovitlont ot SubchtpUr K of Chapter 1 ef Subtitle A of 

tha Internal Revenue Code of 1954. If the income tax lawt of tht itate or tUtei in which the property covered 

hereby it located conUIn, er may hertafter contain, proviiion. similar to those eonuined In the Subchapter of 

the Intertill Revenue Cod* of 1954 above referred to under which t ilmllar tlcction Is permitted, ttch of th* 

partlet agrees that such election shall be txerdftd. Etch ptrty tuthorttes tnd directs the Operator to txecut* 

such an election or election! on iu behalf and to file tht tiection with thi proper govemmentil office or 

agency. If requatted by the Operator so to do, each ptrty tgreet to execute and join in tuch in tiection, 

Operttor thill rtnder for id vilortm taxation aU property subject to thlt agreement which by Itw 

thould be rendered for tuch ttxtt, ind it thtll piy til tuch ttxti attested thereon before th*y become delin­

quent. Operator thall bill ill other ptrtiet for their ptoportlonttt ihtrt ot all tax paymentl in thi manntr 

provided in Exhibit "C". 

If any ttx itiessment li considered unreasonable by Operttor, It mty at IU discretion protest tuch valua­

tion within tht time tnd manner prescribed by ltw, and protecutt Ihe protest to t final dtltrminttion, unltst 

all parties tgree lo abtndon the protest prior to final dtltrminttion. When tny such prottsted vtluttlon thtll 

have been finally determined. Operator thall pay tht asseitment for tht joint tccount, together with Interest tnd 

penalty accrued, and tht lottl cost thall then be tsseased tgalnst the parties, tnd be pttd by them, it provided 

ln Exhibit "C". 
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J7. INSURANCE 

rw.«t«. .h-.11 at all tiaee during the tana of thlt agreement carry influr*noe to 
( a ) * ° ? h e r l t o « aet forth In Exhibit "D" hereto attached and made a part 

S ^ o S r ^ ^ . " o r ^ » « s m of th. partie. in oona.ctlon vlth crper-
^ l o a f ^ r ^ S J S ^ i l he carried by curator and «> ehang. in th. insurance 
•et forth in Exhibit V thall he Bade unleaa agreed to ln writing, 
(h) Operator shall require al l contractors performing vork under this M « e » n t to 
c ^ U ^ u r « c e « aet forth In Exhibit "2" attached hereto and made a part hereof. 

' ( c ) n tha event Automobile Public Liability Insurance 1* specified in »ald Exhibit "D", or lubeequently r i -

eelves tha approval oi the partlet, no direot charge ihall be made by Operator for premiumi paid for auch In­

surance for operator's fully owned automotive equipment 

tt. CLAIMS AND LAWSUITS 

M any party to this contract is sued on an alleged cause of action arising out of operations on tba Unit 

Area, or on an alleged cause of action Involving title to any lease or oil and gu interest subjected to this eon-

tract, it shall give prompt written notice of the suit te the Operator and all other parties. 

The defense ot lawsuits shsll be under the general direction ef a committee ot lawyers representing the 

parties, with Operator s attorney as Chairman, Sulla may be settled during litigation only with th* Joint con­

sent of al) parties. No charge shall be made for service* performed by the staff attorneys for any of th* 

parties, but otherwise sll expenses incurred In the defense of suits, togsther with th* amount paid to discharge 

any final Judgment, shall be considered cost* of operation »nd ihall be charged to and paid by all partlaa ln 

proportion to their then Interest* in th* Unit Ar*i. Attorn*yi, oth*r than stalf attorney* tor the partiet, shsll 

be employed In lawsuits Involving Untt Area operations only with the consent of all parties; It outside counsel 

la employed, their fee* snd expenses shall be cor.tldertd Unil Arc* expans* and thalt be paid by Operator and 

eharged to all of tha parties in proportion to their than interests in the Unit Area. The proviaona of thi* 

paragraph ihall not be applied In any Inatanee where the lew which , may result trom the suit H treated as an 

Individual loss rather than a Joint loss under prior, provisions of this igreement, and all inch suits shall be 

handled by and be the sol* responsibility of the party or parties concerned. 

Damage claims caused by and arising out of operitlon* en thi Unit Ares, conducted for the joint ac­

count of ill parties, thill ba htndltd by Operator and its nttorneyt, th* lettlement of clllmt of thlt kind shall 

be within tht discretion ot Operstor so long a* th* amount, paid tn settlement ot any one Claim eece not exceed 

one thou*and (ti 000.00) dollar* and, it fettled, the turn* paid In ttttltment thai) be charged at expense to 

and be paid by all partial In proportion to thtlr than interest* in tho Unit Area. 

Zt. FORCE MAJEURE 

If tny party it rendered untbl*. wholly or in pari, by force mtjeurt to carry out ita obligation! under 

thlt agreement, other than the obligitlon to mix* money payment*, that party thall give to all other partiet 

prompt written notice of the force mtjture with rtitontbly full pirticultn concerning it; thereupon, the 

obligation] of the party giving tht notice, to far at they ire tiftcted by the force majeure, thall be suspended 

during, but no longer thin, the continuance ot the force msjture. The affected party thtll uit all pottlble 

diligence to remove tht force majeure aa quickly a* pottiblt. 

Th* requirement thtt iny force majeure thtll be remedied with all retsonsble dltp«tch thtll not require 

the settlement of strikes, lockouts, or other labor difficulty by tha psrty Involved, contrary to it* wishes; how 

all such difficulties thtll b« hsndlsd shsll be entirely within the discretion of the ptrty concerned. 

Tht term, "force majeure" it hen employed thtll metn tn act of Ood. strike, lockout, or other Induitrlai 

dftturbtnee, ict ot tht public enemy, wtr, blockadt, public riot, lightning, (irt, ttorm, flood, txplotien, gov­

ernmental restraint, unavailability of equipment, md iny other cause, whether ef the kind specifically enum­

erated tbovt or othtrwitt, which ii not rettontbly within tht control of tht ptrty clllmlng suspension, 

SO. NOTICES 

All notices tuthorlztd or required between the parties, and required by any of the provitiont of thil 

•' tgreement, ahall, unless otherwise specifically provided, be given In writing by United Stattl mail or Westirn 

Union Telegram, postage or charges prepaid, tnd addressed to the party to whom tht notice It given tt the 
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i d d m i N listed en Exhibit "A". The originating notice to be given under any provision hereof shall bt deemed 

given only when received by the party to whom such notice in directed snd ths time for tuch party to give any 

notice In response thereto shall run trom the data the originating notice It received. The second or any re-

tpontive notice shall be deemed given when deposited in the United States mail or with the Western Union 

Ttlegraph Comptny. with postage or charges prepaid. Esch party shsll have the right to ehang* itt address 

t t tny time, tnd trom time to tlmt, by giving written notice thereof to all other parties. 

JI. OTHER CONDITIONS, IF ANY, AREi 

(a) No well shall be drilled in the Unit Area until after title to 
the drillsite lease haa been examined by an attorney approved by a l l 
parties participating in the coat of the well, and the title haa been 
approved by said examining attorney and the title has been accepted by 
a l l parties participating in the coBts. All costs lnourred in connec­
tion with examining titles ahall be charged to the Joint aooount of the 
parties hereto. 

(b) This Operating Agreement is subject to all the terns and provi­
sions of that certain Farmout Agreement between John H. Trigg, et ux., 
and Sinclair Oil it Oas Company (now Sinclair Oil Corporation)! dated 
November U, 1966, which by reference is incorporated herein for a l l 
purposes. 

(a) In spite of any provisions to the contrary appearing in Sec­
tion 11 hereof, consent to the drilling of a well shall not be deemed 
as consent to the setting of casing and a completion attempt. After any 
well drilled pursuant to this agreement has reached its authorised depth, 
Operator shall give Immediate notice to Non-Operators. TTie parties re­
ceiving such notice shall have forty-eight (48) hours (exclusive of 
Saturdays or Sundays or legal holidays) in which to elect whether or 
sot they desire to set casing and to participate in a completion at­
tempt. Failure of a party receiving such notloe so to reply within 
the period above fixed shall constitute an election by that party not 
to participate ln the oost of a completion attempt. I f a l l of the 
parties elect to plug and abandon the well, Operator shall plug and 
abandon same at the expense of a l l of the parties. I f on* or mora, but 
less than a l l , of the parties elect to set pipe and to attempt a com­
pletion, the provisions of Section 12 shall apply to the operations 
thereafter conducted by less than a l l parties. 



A.A.P.L. FORM 610 

Thli agreement may be signed in counterpart, and ihall b* binding upon the parties and upon their heirs, 

succsisors, repreaentativea and assigns. 

Effective March k t 1969, Sinclair Oil Corporation, a New York 
corporation, v.-a a merged into Atlantic Richfield Company, a Pennsylvania 
corporation, and a l l interests of the merged company in the within 
operating agreement and any antecedent agreements hy operation of law 
vested i n , and a l l obligations imposed on tha merged company by the 
within operating agreement and any antecedent agreements were assumed 
by Atlantic Richfield Company. Tor this reason the within operating 
agreement is being executed by Atlantic Richfield Company this ,~>i^*-
day of y / ? f i " c . L , 1969. 1 J t J ^ 

ATLANTIC RICHFIELD COMPANY 

C. S. Tinkler 
Its Attorney-in-Fact 

ATTIST: 

ATTIST: 

Pauline V. Trigg OQ 

— 13 — 



New Metier 
ACKNOWLtDCl f 

IMMOKAl Ae«MOWI.lD«MIKT) 

STATE OF 

COUNTY or 
The fortfolaf iutrumcat M I acknowledged before mt ikb..— dip el — , 11.— 

Ur aemnuuion expiree . ,— Notary Pubue 

IMMONAl ACKNOWI.IDSMINTI 

tTATt or NZW:J4EX1CQ 1 ^ 
COUNTY or CHAVES I 

The fortroun iiutnuBcnt n i ecksewtedltd btfer* me thlt 2! dar ol i?2l.£tr?L£jL/ . ... l»_£«i-£ by 

Uy ^uicLM^Llt 

IMMONAL ACKMOWLI0OMIKT) 

tTATt OF | 

COUNTY OF J 

The forejoinf inatramcnt wet acanewledecd before roe ihii.,- ™.eiy ef j 1 9 — . by 

Ur commlulon axpireii — Natety fublie 

(ACKNOWUD4MIMT I t ATTOINITI 
aTATBOr^-TJXAS 

COUNTY or. MIDLAND 

Th* ferefein* tiutntowat m l a«lui*wled|ed before me ihh jJi?JrLtL~aar ef... 

_ , S . r . - . ? M l . . . y l M I E l u t H o r M r M * c t la txaaJf e/ 

ATLANTIC RICHFIELD COMPANY, ft Pennsylvania corporation. LICHFIELD COMPANY, ft Peruiayrvania'corporaU^n'T'* 

jfL^^s. ^^^--4^^ lay eatnmiolon explrtit 

V 
lACiNowiioaMiMT ir COR*OIUTIOMI 

STATE or TEXAS 1 
COUNTY or.™ JlLDJfAND J 

The forefolni liutnuncnt waa acVsowledftd before me thil... day af _ , ' ... I I , br 

iftWi , _Yifi.e..,P.r.e.8.l£l.«nt_... of SIN.CLAIR._QIL...C.ORP.QRATI.ON. , 
(NAMa) (Ttn.1) {ooaaoaJiTioii) 

iW—Y-OriC —corporation, en behalf ef aald carperation. 

My cetrimluten expirell , , , _ . Notary Publle 

:) 

(ACKNOWLIOOMIMT IT COLORATION) 

STATE OF 

COUNTY or u 

Tfce fonfofnt Initnunent wii scVnowlecfird befort me 1KI1 „..~..Art of _ ——~——, Id , br 

(MAMl) "** (TlTtat) (COOOlATlOwj — • 

fc.—.^M.M.,w..^...^.e..M.... corporation, on bchftif of laid .ot^rtttoa. 

My comnuaaion expires:.————— . - Notary Public 

avoav-iaaa 



EXHIBIT "A" 

TO OPERATING AGREEMENT BY AND BETWEEN 
SINCLAIR OIL CORPORATION, AS OPERATOR 
AND JOHN H. TRIQG, ET UX., AS NON-
OPERATORS, COVERING LANDS IN EDDY 
COUNTY, NEW MEXICO 

Lands Subject to Contract; 

The Si of Section 22 and the N$, NE|SW£ and the N$SE£ 
of Section 27, both in Township 18 South, Range 27 
Eaat, N.M.P.M., Eddy County, New Mexico. 

Restrictions, i f any, as to Formations or Depths; 

100 feet below the total depth drilled ln the initial teat 
well or optional teBt well to be drilled by Sinclair Oil 
Corporation, pursuant to farmout agreement dated November 
4, 1966» between John H. Trigg, et ux., and Sinclair Oil 
Corporation on the subjeot acreage. 

Percentage or Fractional Interest of Parties Under Agreement; 

Sinclair Oil Corporation 50% 
John H. Trigg 505< 

Leasehold Interest of the Parties; 

Oil and Oas Lease from the United States of America to J. T. 
Bonner, lessee of record, dated April 1, 19^8, Serial Number 
LC-060122. oovering. among other lands, the S* Section 22 and 
N̂ , NEtVSWi and N±SEi Section 27, Township 18 South, Rang* 27 
East, N.M.P.M., Eddy County, New Mexico. 

Addresses of Parties to Whom Notices Should be Sentt 

•Sinclair Oil Corporation 
P. 0. Box 1470 
Midland, Texas 79701 

John H. Trigg 
P. 0. Box 520 
Roswell, New Mexico 

•All accounting statements and billings should be mailed to 
Sinolair Oil Corporation, P. 0. Box 321, Tulsa, Oklahoma 74102, 
Attention; Accounting Department. All other notices should be 
mailed to the Midland Office. 
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EXHIBIT "c " 
Attiched to ind raid* a pirt o^J!)parAtltng...Ag^fte^ent.XCJ^firln^__ 
J ĵ̂ ...iD_-Eddy-..Couaty.,._Jiev*:. KeaJxc , 

ACCOUNTING P R O C E D U R E 

(JOINT OPERATIONS) 

I. GENERAL PROVISIONS 
. Definition] 

"Joint Property" thill mean the real and personal property tubject to the agreement to which thlt "Accounting Pro­
cedure" It attached. 
"Joint Operations" thtll mean all operations necessary or proper for tht development, operation, protection and 
maintenance of th* Joint Property. 
"Operator" thall mean the party ditigntted to conduct the Joint Operation!. 
"Non-Operators" thtll mean the nonoparattng partiet, whether en* or mor*. 
"Joint Account" thai] mean th* account ihowing tha chtrgtt and craditt accruing because ot tha Joint Operations 
and which are to be shared by tht Psrties. 
"Partita" thall mean Operator and Non-Operators. 
"Material" shall mean persons! property, equipment or supplies acquired or held for use on the Joint Property. 
"Controllable Material" thall mttn material which at tht time In to classified ln the Mtteritl Classification Manual 
as most recently recommended by the Council of Petroleum Accountants Soclttlw of North America. 

, Conflict with Agreement 
la tha event of t conflict between the provisions ot this Accounting Procedure and the provisions ot the tgree­
ment to which this Accounting Procedure is attached, the provisions of tha agreement shall control 
Collet tire Action by Non-Operators 
Where an agreement or other action of Non-Opentors Is expressly required under this Accounting Procedure 
and If the sgreement to which this Accounting Procedure it attached containt no- contrary provisions in regard 
thereto, th* agreement or action of a majority in lnttrett of tht Non-Operttort thtll be controlling on all Non-
Operators. 

, Statements and Billing! 
Operator ahall bill Non-Operators on or before the lttt day of each month for their proportionate share ot coat* aod 
expenses, for the preceding month. Such bills wjil be accompanied by statement* reflecting the total charge* 
and Credits at set forth under Subparagraph C below: 
A. Statement in detail of all charge* and credit! to the Joint Account 
B. Statement of all charges and credits to the Joint Account, tvmmartxed by appropriate classification* Indicative 

of the nature thereof. 
C Statement ot all charge* and credit! to tht Joint Account summarised by appropriate cUasttlcattons indleatW* 

ef the nature thereof, except that lttm* ot Controllable Material and unutual chtrgtt end credit! ahall be detailed. 
Payment and Advance* by N«n-Op*rat«rs 
Each Nan-Operator shall pay Itt proportion of all tuch bill* within ftft**n (It) dtyt after receipt thereof. If pay­
ment It net made within tuch timt, tha unpaid balance ahall bear intereit at tha rata J j ^ g 

Adjoetrnenit 
Payment of my such bill* ihall not prejudice the right of any Non-Opera tor* to protest or question th* correctness 
thereof: provided however, all bill* snd stalamentt rendered to Non-Operttort by Operttor during iny calendar 
rear ihall conclusively bt presumed to be true tnd correct tfter twenty-four (24) months following the end of any 
net calendar year, unlett within th* laid twenty-four (34) month period a Non-Oporator take* written excep­
tion thereto and make* cltim on Operttor for idjuttment. Ne acquitment favorable to Operator ihtll be made 
unless it Is mad* within th* time prescribed period. The provtstont ot thil paragraph thall not prevent adjutt-
mentt rttulting from • phytlcil Inventory of the Joint Property nt provtdtd for in Section VTI. 
Audits 
A Non-Operator, upon notice in writing lo Operator tnd atl other Non-Operators, thtll htve thi tight to tudlt 
Operator'! accounti and records relating to the accounting hereunder for tny calendar yttr within th* twtnty-four 
(t4) month period following the end of such calendar ye*r: provided however, the miking of in tudlt thtll not ex­
tend the time for the taking of written exception to tnd tha adjuitment of accounti at provided for in Pirigrtph 
I ef thlt Stction I. Where there are two or more Non-Operators, the Non-Operttort thall make every re**on*bl* 
effort to conduct Joint or ilmultaneou* audltt in a msnner which will result in a minimum of Inconvenience to 
th* Operator. 

II. DIRECT CHARGES 
Subject te limitation* hereinafter prescribed, Operator Ihall charge th* Joint Account with the following Itemtl 
Rantalt aad Royalties 
Delay or other rtntala and royalties when such rentals tnd roytltles ire pild by Operttor for th* Joint Account 
of th* Partial. 
Leber 
A. Salarla* and wage* of Operator'! employee* directly tngtgtd or the Joint Property In tht conduct ot the Joint 

Operttlon*, tnd tilartct or wages ot technical tmployeei who ire temporarily assigned to and directly 
employed on the Jdint Property. 

B. Operator'i cost of holiday, vacation, sickness ind disability benefits tnd othtr euttomtry illowincat ptld to tha 
tmploytet whose talarios tnd wages ire ehirgttble to tht Joint Account under Paragraph 2A of thlt Section II 
and Paragraph 1 of Section III: except that in the cite of those employee* only i pro rtti portion of whott 
lllariet and wagtt are chargeable to the Jotrtf Account under Paragraph 1 of Section lit, not more thin tht stmt 
pro rata portion of the benefits tnd allowances herein provided for thtll be charted to the Joint Account. Cott 
under thi* Paragraph 2B may bt charged on t "when tnd ti paid basis" or by "perctnttg* ttsessment" on Iht 
•mount ot stlariet tnd wages chargeable to the Joint Account under Paragraph 2A of this Section II and Para­
graph 1 of Section UI. If percentage istcssmcnt Is used, the rate shall be based on the Operator's cost experience. 

C. Expenditure* or contributions made pursuant to »ssc*«ment» tmpoecd by governmental authority which are ap­
plicable to Operator'i labor cost of talarlet ond wages chargeable to the Joint Account under Paragrtpht 2A 
ind 2B of thlt Section II tnd Paragraph 1 of Section III. 

D. Ret'onable personal expenses of those employers whose salaries and wna.es sre chargeable to the Joint Account 
under Paragraph 2A of this Section II snd for which txpenset the employees are reimbursed under Operator's 
uiual practice. 



}. EIIV e Benefits 
Opc. .ct current cost of established plans for employees' gr. Die Insursnee. hospittlitatlon, pension, ritire-
miiit, stock purchase, thrill, bonus, and other benefit plans of a like nature, applicable to Operator'* labor cost; pro­
vided howovor. th* total of tuch charges shall not exceed ten percent (10%) of Operator's labor costs chargeable 
to the Joint Account under Paragraphs 2A snd 2B of this Section 11 and Paragraph 1 of Section IU. 

4. Material 
Material purchased or furnished by Operator for us* on tha Joint Property. So far as it 1* reasonably practi­
cal and consistent with efficient and economical operation, only iiuch Material shall ba purchased for or transferred 
to tho Joint Property as may be required for immediate use; and the accumulation of surplus stocks ahall be avoided. 

5. Transportation 
Transportation of employees and Material necessary for the Joint Operetiont but subject to the following limitations: 
A. If Material la moved to the Joinl Property from the Operator's warehouse or other properties, ne charge ahall 

be made to the Joint Account for * distance greater than the distance from th* nearest reliable supply store or 
railway receiving point where like material is available, except by agreement with Non-Operators. 

B. If surplus Msterisl is moved to Operstor't wsrehouse 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 or railway receiving 
point, except by sgreement with Non-Operators. No charts shall be made to Joint Account for moving Material 
to other properties belonging to Operator, except by agreement with Non-Operators. 

C. ln th* appliestion of subparagraphs A snd B above, there shall be no equalization ot actual gross trucking eoata 
of 1100 or less. 

6. Sarvicaa 
A. The coat ot contract services snd utilities procured from outside sources other then services covered by Para­

graph t of this Section II and Ptrsrrsph 2 of Section III. 
B. Use and service of equipment and facilities furnished by Operator ss provided In Paragraph t of Section IT. 

7. Damages and Lessee to Joint Property 
All costs or expenses necessary tor the repair or replacement of Joint Property made necessary because ef damage* 
or losses incurred by tire, flood, storm, theft, accident, or any other cause, except to th* extent that tha damage or 
loss could have been avoided through th* exercise ot reasonable diligence on ths part of Operator. Operator shall 
furnish Non-Operstors written notice of damages or losses incurred as soon as practicable after a report thereof 
hat been received by Operator. 

8. Legal Expense 
All coats and expenses of handling, investigating and tattling litigation or claim* arising by reason of the Joint 
Operation* or necetsary to protect or recover th* Joint Property, including, but not limited to, attorney*' fees, 
court eoata, eott ot investigation or procuring evidence and amount* paid In settlement or uUefactktti of any 
tuch litigation or claim*: provided, (a) no chtrge thall be made for the services of Operator*l legal ttaff or other rcg. 
ultrly employed personnel (such services being considered to be Administrative Overhead under Section III), ex­
cept by agreement with Non-Operstors. snd (b) no ehsrge shall be made for the feet and expert*** ef outtldt at­
torney* unlets the employment of tuch attorney* it agreed lo by Operator and Non-Operator*. 

» Tax** 
All taxes ef every kind snd nature attetted or levied upon or ln connection with the Joint Property, the operation 
thereof, or the production therefrom, and which ttxea have been paid by the Operator for the benefit ef the Partiet, 

0. Insurance Premiums 
Premiums paid for Insurance required to be carried on the Joint Property for th* protection of the Partlaa. 

1. Other Expenditure* 
Any other expenditure not covered or dealt wilh In the foregoing provision* of thi* Section n, or in Section H7, 
and which it Incurred by the Operator for the noctttary and proper conduct of tha Joint Operetta***. 

III. INDIRECT CHARGES) 
pert tor may charge tha Joint Account for indirect costs either by ute ot an allocation of district expense items plut a 
ted rate tc.- pdmlnlttriUve overhead, and plus the warehousing charges, all at provided for In Paragraphs 1, t, and t Of 
I* Section III OR by combining all three of stid itemi under the fixed rate provided for in Ptrigraph • of trot Section 
I. ss indicated next below: 

OPERATOR SHALL CHARGE THE JOINT ACCOUNT UNDER THE TERMS OPi 
• Paragraph* 1, 3 and i . (Allocation of dittrlct expense plus fixed ratt for administrative overhead plus 

warehousing.) 
9 Pirigriph 4. (Combined fixed rite) 

District Expense 
Operator thtll chtrge the Joint Account with a pro nt i portion of the tiltrles. wsges ind txpenta* of Operator'i 
production tupirinttndent *nd othtr employ*** ttrving th* Joint Property tnd other properties of the Optritor in 
the tame operating area, whose time is not s I Joe t ted directly to the properties, tnd i pro rets portion of thi coat of 
maintaining and operating a production offict known ts Operetor't , 
office locited it or near _.. (or a comparable office ii location changed), ind nectt-
tary tub-office* (if iny), mtlntlined for th* convenience of the tbove-deterlbed oflic*. tnd all naceasary camp*. 
Including housing facilities for employees if required, used in connection with the operttloni of the Joint Property 
and other propertie* In th* same operating area. The expense of. lata any revenue trom, such facllltiea may, at the 
option of Operator, include depreciation of Investment or t fiir monthly rtnttl In lltu of depreciation. Such 
charge* thall be apportioned to all propertiet ttrved on some equitable bail* cen*i*t*nt with Operator'i tccountlng 
practice. 

Administrative Overhead 
Operator thall charge administrative overhead to th* Joint Account tl: th* following rttet. which chirge thill be in 
lieu ef th* cost ind expense of ill officii of tht Operator not covered by Pirigriph 1 of thlt Section III, including 
salaries, wages and txpeneet of personnel issignid lo such offices. Such ehtrget thtll bt in tddltion to th* tilariet, 
wage* and txpenttt ot tmployeei of Optritor tuthorlted to bt charged tt direct chtrgtt tt provided In Paragraph* 
3 and t of Stetion II, 

WELL BASIS (RATE TER WELL PER MONTH) 
•toeuciNt wcu t i n 

Cutttnt_ri± 
W»H -t»»Hi 

RtlUiNI wtu IATI — lUit Cmrim Fn«>nim tnUtt 
(Utt Taltl Oeetnl ' * A» WJSI 

!«»> WtH Hn» the Mi l l 'We t w tea 

cost and expense of ttrvicet from outelde mutcn in connection with mattcri of toxttion, traffic, sceountlng, or 
art befort er involving government!) tgenrles shall be considered it Included In the overheid rtttt providtd for in 
Piragraph 2 of Section 111. unless such cost snd expense sre agreed upon between Operator tnd Non-Operators 
direct chsrgs to the Joint Account. 



i. .Opp'aior't Fully Owntd M'nrchoute Operating and Maintenance Expense 
<r bt fully the agreed procedure 10 be followed by tho Op' r.) 

4. Ctmblntd Fixed Rate* 
Operator thtll chtrg* the Joint Account for the eervicee oovered by Ptrigraph 1, 2 tnd 3 of thil Section III, the 
following fixed par well rttet: 

WELL BASIS (RATE PER WELL PER MONTH) 
•eotveiMi Will 1ATI 

O t l l t l H a W t l l t A T t tUM C«w«m >r»<««t«e t .e iat 
lUie Telel 0 « » l » 

At w.m 
Well Peart. t»»k W t « M »N« K j s i r W e » r « Tee 

....6.L_*1X.6.QQ.'.. M25 i_tt5..__— L_TS 4.._jb5-
4,ooo.!_̂ ._ae.aao_'. . 550 i05_ ss 25. 
8,000] -VJL2,.000JL £50 125. 115 
Below__12,.0.Q0J- 750 1AQ - 130-
Said fixed rtte iakaOi) (thtll not) include talariet and expanses of production foremen. 

5. Application ef Admlnlttratlvt Overhead or Combined Fixed Rttet 
Tht following llmititioni, Initructioni tnd ehaxge* thall apply in the application of the per well rttet t i provided 
under either Paragraph 2 or Paragraph 4 of thlt Section III: 
A. Charges, tor drilling wellt ahall begin on tha date each well it tpudded and terminate on the date th* drilling or 

completion rig it released, whichever it later, except that no charge thall bt made during the tutpention of 
drilling epilations tor fifteen (IS) or more consecutive diiys. 

B. Tha status ot wells shall ba as follows: 
(1) Producing gas wells. Injection wells tor recovery operations, water supply wtllt utilised for watar flooding 

operations and aalt water disposal walls ahall be considered tha same it producing wellt. 
(2) Wtllt permanently thut down but on which plugging operitlont tre deferred thall be dropped from the 

well tchedule at the time the shutdown it effected. When such a well is plugged a charge shall be made 
st tht producing well rates. 

(3) Wells being plugged back, drilled deeper, converted to a source or input well, or which ara undergoing any 
typa of workover that requires th* use ot t drilling or workover rig thtll bt contidered th* same as drilling 
walls. 

(4) Temporarily shut-down walls, which are not produced or worked upon for * period of a full calendar month, 
thai) not ba Included in the well schtdult, provided however, wells shut ln by governmental regulatory 
body shall be Included in the well schedule only in tha event th* tllowtblt production it transferred to tome 
other well or wellt on tht Joint Property. In the event ef t unit illowibli, ill wellt capable of producing 
will bo counted In determining the charge. 

(() Oat wellt shsll be Included in the well schedule If directly connected to * permanent sales outlet even 
though temporarily thut ln due to overproduction or failure of purehtser to tske the allowed production. 

(«) Wells completed In multiple horizons, in which th* production it not commingled down hoi*, shall be con­
sidered I I i producing well for etch sepsrstoly producing horizon. 

C. Tha wall rates thill epply to the total number of wellt being drilled or operated under the agreement to which 
this Accounting Procedure it attached, Irretptctlvt of individual teases. 

D. The well rate* shall be adjusted on the first dsy of April ot each ytar following the effective date ot tha agree-
ment to which this Accounting Procedure It attached. The adjuitment thill be computed by multiplying the 
rate currently In use by th* percentage increase or decreaa* in the average weekly earning* of Crude Petroleum 
and Oat Production Worker* for the latt calindir year compared to tha preceding calendar year a* thown by 
"The Indtx ot Avirage Wttkly Earnings of Crude Pttrelcum and Oat Production W'. rttart" si published by the 
United 8titet Department of Labor, Bureau of Labor StttUtlc*. Th* idjutttd nttt thall be the rate* currently 
in use, plut or mlnui the computed adjuitment. 

I . For the eonttructlcm of oomprestor plint*, water stitions, secondary recovery systems, salt water disposal faciU-

6. It is specifically understood that the above overhead rates apply only 
to drilling and producing operations and are' not intended to cover the 
construction or operation of additional f&oillties such as, but not limit­
ed to, gasoline plants, ̂ compressor planta, repreasurlng projects, salt 
water disposal facilities, and similar installations. If at any time any 
or al l of these become necessary to the operation, a separate agreement 
will be reached relative to an overhead charge and allocation of dlatriot 
expense. 

lUbject to the furthtr proviiloni of this Section IV, Operator will procure ill Material tnd **rvie*t for th* Joint Prop-
rty.. At the Operator's option, Non-Optrttor mty supply Mtteritl or tan-ices for the Joint Property. 
I. Purchase* 

Msterial purchased and service procured »hall be charged at the price paid by Operator lfler deduction of aU dis­
count* actually received. 

I. Materiel furnished from Operator'! Warehouta er Other Propertie* 
A, New Material (Condition "A") 

(1) Tubular goods, two Inch (2") tnd over, shall bt prietd on Eastern Mill bsse (I. e. Voungitown. Ohio; Lorain, 
Ohio: tnd Indltni Hirbor, Indisns) on • minimum earloid bull effective tt ditt of movement and t. o. b. 
ritlwty rtetlvlng point nearatt the Joint Property, rtglrdless of quantity. In equallttd htullng chtrgtt, 
Operator is permitted to include ten cents (10c) per hundred-weight on ill tubultr good! furnithid from 
hit tlocka in lieu of losding ind unlotding costs sustained. 

(2) Other Miteritl thall be pric*d at th* current replacement coit of the time kind of Mittriil, effective it dite 
of movement ind f. o. b. Ihe tupply ttore or nllwiy receiving point neirett thi Joint Property where 
Miteritl of the tame kind it available. 

(3) The Joint Account shall not be credited with ctsh discount* tppllctblt to prices providtd for In thlt Pars-
grsph 2 of Section IV. 

B. Used Msterial (Condition "B" tnd "C") 
fl) Mattrill in tound and serviceable condition and suitable for reu«* without reconditioning, thill be classified 

• I Condition "B" tnd priced tt seventy.five por cent (1S<", ) of ihe current price of new Material. 
(2) Material which cannot be clstiificd as Condition "B" but which, 

(I) After reconditioning will be further serviceable for original function as good secondhand Mtlerial 
(Condition "B"), or 

(b) It strvlceable for original function but aubstantlally not suitable for reconditioning, shall be clarifi­
ed as Condition "C" and priced at fitly percent (iO<'i) of current new price. 

(S) Obsolete Material or Material which cannot bt classified ti Condition "B" or Condition "C" shtU be priced 
it • vtlut commensurate with its use. Material no longer tuittble for itt origins! purpose but usable for 



ami ether purpose, thill bo priced on • bttli compart' vith that ot Iteme normsllr used tor such ether 
purpose. 

(4) Mstertsl involving- erection costs shsll be charged at appiicibl* percentage ot the current anocked-dowr. 
price of new Material. 

i . Premlam Prices 

3. PREMIUM PRICES 

Whenever materials and equipment are not readily obtainable at the custom­
ary supply point and at prices specified in Paragraphs 1 and 2 of this 
Section I I I becauae 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 materials on the basis of the Operator's 
direct cost and expense Incurred in procuring such materials, in making 
it suitable for use, and in moving it to the location, provided, however, 
that at least ten days prior notice in writing is furnished to Non-Opera­
tor of the propoaed action to be taken by Operator in obtaining or supply­
ing the material and/or equipment called for under the provisions of this 
paragraph, whereupon Non-Operator shall have the right by so electing and 
notifying Operator within such tan days after receiving notice from the 
Operator, to furnish in kind, or ln tonnage as the parties may agree, at 
the location, nearest railway receiving point, or Operator's storage point 
within a comparable distance, all or part of his share of material and/or 
equipment suitable for use and acceptable to the Operator. Transportation 
costs on any such material furniahed by Non-Operator,-at any point other 
than at the location, shall be borne by such Non-Operator. If, pursuant 
to the provisions of thia paragraph, any Non-Operator furnishes material 
and/or equipment in kind, appropriate adjustments of accounts between 
Operator and Non-Operator shall be made. Operator agrees to acquire the 
neoessary short supplies and equipment required to conduct operatlona upon 
the Jointly owned premisee and to charge the Joint account tharafor as 
herein provided unless Non-Operatcr elects to supply a l l or part of same 
within the specified period of time. 

1. Sale* te Outsiders 
Sales to outsiders of Msterial from tha Joint Property shsll 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 eharged back to the 
Joint Account It and when paid by Operator. 

VI. BASIS OP PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT 
Material purchased by either Operatar er Non-Operstors er divided in kind, anises otherwise agreed te between 
Operator and Nen-Operatora shall he priced en the fallowing bettsi 

1. Mew Price Defined 
New price as used in thia Section VT shall be the price spacltiad for Naw Material in Section IV. 

2. New Material 
New Msterial (Condition "A"), being new Material procured for the Joint Property but never used, at one hundred 
per cant (100%) of current new price (plus tales tax If any). 

1. Gaed Used Material 
Good used Material (Condition "B"), being used Material ln sound and tervlceablt condition, suitable for reuse 
without reconditioning: 
A. At seventy-five per cent (73*) of current ntw price if Mtterial wat charged to Joint Account at naw, or 
B. At sixty-five per cent (68ft) of current new price if Material was originally eharged to the Joint Account aa 

secondhand at seventy-five percent (759t) of new price. 
4. Other Used Msterial 

Used Material (Condition "C"), tt fifty per cent (S0*») of currant new price, being uttd Mtterial which: 
A. . Is not in sound and serviceable condition but suitable for route after reconditioning, or 
B. Ia t tr vices ble for original function but not suitable for reconditioning. 

«. Bad-Order Material 
Material (Condition "D"), no longtr suitable for Us original purpose without excessive repair eott but usable for 
tome other purpose at a price comparable with that of Itemi normilly uttd for tuch other purpose, 

g. Junk Material 
Junk Material (Condition "E"). being obaolttt and scrap Mtterial, st prevailing price* 

T. Temporarily Uttd Mattrlal 
When the ute of Mttiritl Is temporary and its service to the Joint Property doet not Justify the reduction In price at 
provided for In Paragraph 3 B of this Section VI, such Material shall ba prictd on a basis that will lnvi t ntt chargt 
to the Joint Account contitttnt with the vtlut of tht service rendered. 

VII. INVENTORIES 
lie Operator thall maintain detailed records of Mtteritl gtntrally considered controllable by the Industry. 
1. Periodic Inventories. Notice and Representation 

At reetonsble Intervals, Inventories thall be taken by Operstor of tht Joint Account Material, which thtll Include 
til tuch Mtterial as Is ordinarily considered controllable. Written notice of intention to taka inventory thtll bt 
given by Operttor it least thirty (30) days before ony Inventory is to begin to thtt Non-Operators may be repre­
sented when tny inventory it tiktn. Failure of Non-Opcratort to be represented tt an Inventory shall bind Non-

, Operators to accept the invtntory tiken by Operator, who thtll ln thlt event furnish Non-Operttort with a copy 
thereof. 

2. Reconciliation end Adjustment et Inventories 
Reconciliation ot Inventory with ehtrget to tht Joint Account shall be made, and a list of overages snd shortages 
shall be Jointly determined by Operator and Non-Operatort. Inventory adjustment! thtll be mtdt by Operator 
with thi Joint Account for ovtrtges and shorttges, but Operator thtll be held accountable to Non-Operttor only 
for shortages due to lack of reasonable diligence. 

3. Speetal Inventories 
Specie 1 inventories may be taken whenever there is any sale or change of Interest in the Joint Property. It shall be 
the duty ot the party telling to notify sll other Parties ss quickly ss possible sftsr ths transfer of Intersil takes 
place, ln tuch castt, both the seller and the purchaser shall be governed by such inventory. 



INSURANCE 

EXHIBIT D —Optntot thill tt i l l timet during the term of thil Agreement firry insurance to protect tht ptrtiet hereto si 
follow*; 

(1) Workmen i comptntttion tnd occupttionti diietse insurance ss required by the Itwi of the uste or stttts in which 
operations will be conducted tnd employers litbility insunnct with t limit ef not less then i100,000. 

(J) Comprehensive gentrtl public litbility insunnct, excluding products liability insunnct, with limits of not lest then: 
1100,000 ippiKiblt to bodily injury, sickness or dttth of tny ont person tnd 4100,000 for more thin one person in tar one 
teddtnt, tnd $100,000 for lots of or damage to property in iny ont tttident snd $100,000 aggrtgttt limit tpplictblt to til lost 
of or dixntje to property during tht policy period. 

(J) Automobile public litbility insunnct covering til automotive equipment uttd in performance of work under thlt 
tgrtemtot with limits of not lets than: $100,000 appliubir to bodily injury, ticknttt or detth ef tny one peraon tnd $100,000 
for more thin ont person in any one accident, and I J 5,000 for loss of or damage to property In any one accident 

If tntoewtrve equipment used it owned exclusively by Operttor, no chtrge be mad* to the Joint Account for premium* 
foi thi* certrtit except as provided in Section i l l , Ptrigraph 5 of tht Accounting Procedure. 

EXHIBIT £ —Operator shall require i l l contractors performing work ander thlt Agreement to carry the following lass react: . 

(1) Workmtn't compensation tnd occupational disease insurance at required by the laws of the state or stttts in which oper-
itiotu will be conducted tnd employers' litbility insunnct with t limit of not lets than $100,000. 

(2) Comprehensive general public litbility insunnct with limiu of not lest thtni $100,000 applicable to bodily ioliuy, sick­
les* or death of toy ont person tnd $100,000 for more than ens person in tor on* secident, snd $100,000 for low of or dtategt to 
-roptrty ia any one accident tnd $100,000 aggregate limit tpplictblt to til tost of ot dtmtge to pro ptrty during tht policy period. 

(J ) Automobile public utbility intunnct covering til automotive equipment used In performinct of work wider this agree­
ment with limits of not less thin: $100,000 appiicable to bodily injury, ticknttt or detth of tny one ptrtoo tnd Ji00,000 for 
tort thta ont person in say ont tccldcnt, tnd $15,000 for lost of ot dtmtge to property in tny ont teeidtnt. 





ASSiaWEWT OF OIL AND CAS LEASE 

STATE OF NEW MEXICO ) ( 

COUNTY OF EDDY ) ( 

For a good and valuable consideration, the racaipt and 
sufficiency of which i s hereby acknowledged, Atlantic Richfield 
Company, whose address i s 600 North Karienfeld, Midland, Texas 
79701, (hereinafter referred to as "Assignor") does hereby s e l l , 
assign, transfer and convey unto Charles E. Nearburg, D/B/A 
Nearburg Exploration company, whose address i s 3300 North Avenue 
"A", Building 8, Suite 100, Midland, Texas 79705 (hereinafter 
referred to as "Assignee"), a l l of assignor's right, t i t l e and 
interest .in and to the o i l and Gas Lease set forth below 
(hereinafter referred to as "Said Lease"), insofar and only insofar 
as said lease covers the lands described below from the surface of 
the earth, to 10,035'. 

Lease No.: 
Lessor: 
Date: 
Description: 

NH LC-060122 
Bureau of Land Kanageoent 
April 1, 1948 
Insofar and only Insofar as said lease 
covers the North Half (N/2) of 
Section 27, T-18-S, R-27-E, Eddy 
County, New Mexico 

TO HAVE AND TO HOLD the interest assigned ln and to said lease 
unto assignee, i t s successors and assigns; however, this assignment 
i s made without warranty of t i t l e express or implied on the part of 
assignee. 

Executed this 0-1 day of f/**teM&etz. 1991. 

ATLANTIC RICHFIELD COMPANY 

BY: 
i t s : *ttorney-lB-F«et 

STATE OF TEXAS 

COUNTY OF MID1AKD 

)( 

)( 

A T h i s instrument was acknowledged before me t h i s ^ d a y of 
/ l e ^ y y U j A y . 1991, by T. L. H0LLWD 
Attomey-i n-Fict 
Corporation. 

RECEPTION 

of ATLANTIC . RICHFIELD COMPANY, a Delaware 

W W A O M Eĵ btit-ViOtv. 

•Notary Public jf 

STATE OF NEW MEXICO, County of Eddy, ss. I hereby certify that this instrument was filed for record on the 

_ _ _ £ _ d a y «f Decemher A n 10 91 at 1:42 o'clock !L_M., and duly recorded 

in BOM llQp: r. c 9<19 . of the Eddy County Records. 

KAREN DAVIS, County Clerk By. . Deputy 





Yates P e t r o l e u m C o r p o r a t i o n 10. 50000% 

Yates D r i l l i n g Company 5. 25000 

ABO P e t r o l e u m C o r p o r a t i o n 5. 25000 

MYCO I n d u s t r i e s , I n c . 5. 25000 

H.M. B e t t i s , I n c . 2. 91375 

Turnco I n c . 2. 91375 

L.E. Opperman 1. 16550 

B e t t i s B r o t h e r s , I n c . 10. 50700 

M. C r a i g C l a r k 3. 12500 

David Cromwell 3. 12500 

50. 00000% 

07847 0O20O/E148715/l/br 
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MODEL FORM OPERATING AGREEMENT-1956 
X5[3G«tFederal Lands 

OPERATING AGREEMENT 

DATED 

~- , 1969.. > 

EFFECTIVE AS OF MARCH 7, 1967 

FOR UNIT AREA IN TOWNSHIP. liL-Sou.th , RANGE 27~flaf t t , N.M.P.M. , 

EDM COUNTY, STATE OP NEW MEXICO 

AMERICAN ASSOCIATION 0 ' PETROLEUM LANOMEN 

APPROVtO *0RM. A A P.L. NO. 416 

MAY BE ORDERED DIRECTLY FROM THE PUBLISHER 

ROSS-MARTIN COMPANY. BOX 100, TULSA 74101 
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OPERATING AGREEMENT 
EFFECTIVE AS OF MARCH 7, L°67 <r0 

THIS AGREEMENT, entered into this „ day of , between 

STM fit,ft TR OTT. fjORPORATTOM , _ , 

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

WITNESSETH, THAT: 

WHEREAS, the parties to this agreement are owners of oil and gas leases covering and, if so indicated, 

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

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

provided; 

NOW, THEREFORE, it is agreed as follows: 

1, DEFINITIONS 

As used in this agreement, the following words and terms shall have the meanings here ascribed to 

them. 

(1) The words "party" and "parties" shall always mean a party, or parties, to this agreement. 

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

porate bodies, partnerships, associations, or persons real. 

(3) The term "oil and gas" shall include oil, gas, casinghead gas, gas condensate, and all other liquid or gase­

ous hydrocarbons, unless an Intent to limit the inckisiveness of this term is specifically stated. 

(4) The term "oil and gas Interests" shall mean unleased fee and mineral interests in tracts of land lying 

within the Unit Area which are owned by parties to this agreement. 

(6) The term "Unit Area" shall refer to and include all of the lands, oil and gas leasehold interests and oil 

and gas Interests intended to be developed and operated for oil and gas purposes under this agreement. 

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

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

state or federal body having authority, If a drilling 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 agreement of the parties. 

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

in the contract. 

(8) The words "equipment" and "materials" as used here are synonymous and shall mean and include all 

oil field supplies and personal property acquired for use in the Unit Area. 

2. *T!TLE EXAMIrrATION, LOSS OP LEASES AND OIL AND CAS INTERESTS 

A. Title-EttmrnnatleeK 

Bach party other than Ope^aiof-frholl-promptly.Eubmit to Operator abstracts certified-from boginningjj 

recent date, together with all title papers in its possession covering leases and oil and gas interests wĥ >rt*it is 

subjecting to this contract. AU of these abstracts and title records shall be examined for the bejje^ttof all par­

ties by Operator's attorneys. 

Operator shall promptly submit abstracts certified from beginning to recejjt-date, together with all title 

papers In its possession covering leases and oil and gas interests which it^ir"subjecting to this agreement, to 
for examination by the letter's 

attorney for the benefit of all parties. 

All title examinations shall be made without AaTge. Each examining attorney shall prepare a com­

plete title report on each separate tract basedujpTjn the abstract record and title papers submitted to him. Each 

title report shall contain a list of fee osv^erfand their interests, shall state tha. attorney's opinion concerning 

validity of their interests, and shail-^ontain an enumeration and description of title defects, if any, a report up­

on mortgages, taxes, pendii>i^suits, and judgments, and unrelcased oil and gas leases, and a list of require­

ments, if any, upon>^ich the examiner's approval of title to the lease or oi) and gas interest is contingent. The 

title report shaifalso contain a specific description of the oil and gas lease being subjected to this contract, 

with i-*fatement of its form, term (which will be satisfactory if it.has a primary term expiring not sooner 

fan , , ), nminint at rovaU\s-6UUs-<>^olav-rontal paym«ftUr--awil unuounl drilling 

"Joint Loss" 
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-obligations and of w w s royalty! oil poyrnenU) and other cpeciol burdens.—A copy af each tltlo opinion, owft 

Of each supplemental opinion, and of all final opinions, shall be sent promptly to each party. The opinion of 

the examining attorney concerning the validity of the title to each oil and gas interest and eaoh l̂ellse, and the 

amount of interest covered thereby shall be binding and conclusive on the parties, butJttte acceptability of 

leases as to primary term, royalty provisions, drilling obligations, and special buFdS'ns, shall be a matter for 

approval and acceptance by an authorized representative of each party, 

All title examinations shall be made, and title reports submittea, within a period of days after the 

submission of abstracts and title papers. Each party shay -̂Tngood faith, try to satisfy the requirements of the 

examining attorneys concerning its leases and inter^rfsT and each shall have a period of days from 

receipt of title report for this purpose. If the t̂ftle to any lease, or oil and gas interest, is finally rejected by 

the examining attorney, all parties shatfthen be asked to state in writing whether they will waive the title 

defects and accept the leases or^Wterests, or whether they will stand on the attorney's opinion. If one or more 

parties refuse to waive tltre defects, this agreement shall, in that case, be terminated and abandoned, and all 

abstracts and titlej»rfpers shall be returned to their senders. If aU titles are approved by the examining at­

torneys, ora*€accepted by all parties', and if all leases are accepted as to primary terms, royalty provisions, 

drilllpt'obligationa a m j jpecial burdens, all subsequent provisions cf this agreement shall become operative 

-tfnjnodiataly, and'the-parties shall proooaa .to Vheir performance as they are haroinafter ttatad. 

B. Failure of Title: 

Alter all titles are approved or accepted, any defects of title that may develop shall be the joint re­

sponsibility of all parties and, if a title loss occurs, it. shall be the loss of all parties, with each bearing its pro­

portionate part of the loss and of any liabilities incurred in the loss, If such a loss occurs, there shall be no 

Change in, or adjustment of, the interests of the parties in the remaining portion of the Unit Area. 

C. Loss of Leases For Other Than Title Failure: 

If 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 if any lease be permitted to expire at the end of Its primary 

term and not be renewed or extended, 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 proportion to their Interests and there shall be no readjust­

ment of interests ln the remaining portion of the Unit Area. 

3. UNLEASED OIL AND GAS INTERESTS 

If any party owns an unleased oil end gas interest in ihe Unit Area, that interest shall be treated for 

the purpose of this agreement as if it were a leased Interest under the form of oil and gas lease attached as 

Exhibit "B" and for the primary term therein stated. As to such interests, the owner shall receive royalty on 

production as prescribed in the form of oil and gas lease attached hereto as Exhibit "B". Such party shall, 

however, be subject to all of the provisions of this agreement relating to lessees, to the extent that it owns 

the lessee interest, 

4. INTERESTS OF PARTIES 

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

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

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

owned, by the parties as their Interests are given in Exhibit " A " / A^PproSuction of oil and gas from the 

Unit Area, subject to the payment of lessor's royalties, shall also be owned by the parties In the same manner. 

— 2 — 

"Joint Loss" 
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If any oil and gas lease covered by this agreement ls subject to an overriding royalty, production pay­

ment, or other charge over and above the usual one-eighth (V») royalty, the party contributing that lease shall 

assume and alone bear all such excess obligations and shall account for them to the owners thereof out of its 

share of the working interest production of the Unit Area. 

5. OPERATOR OF UNIT 

S i n c l a i r O i l C o r p o r a t i o n .shall be the Operator of 

the Unit Area, and shall conduct and direct and have full control of all operations on the Unit Area as per­
mitted and required by, and within the 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 for losses sustained, 
or liabilities Incurred, except such as may result from gross negligence or from breach of the provisions of 
this agreement. 

«. EMPLOYEES 
The number of employees and their selection, and the hours of labor and the compensation for services 

performed, shall be determined by Operator. All employees shall be the employees of Operator. 
7. TEST WELL 

On or before the. day of , 19 , Operator shall commence the drill­
ing of a well for oil and gas in the following location: 

NONE 

and shall thereafter continue the drilling of the well with due diligence to 

unlets granite or other practically impenetrable substance is encountered at a lesser depth or unless all parties 

agree to complete the well at a lesser depth. 

Operator shall make reasonable tests of all formations encountered during drilling which give indica­

tion of containing oil and gas in quantities sufficient to test, unless this agreement shall be limited in Its ap­

plication to a specific formation or formations, in which event Operator shall be required to test only the 

formation or formations to which this agreement may apply. 

If in Operator's judgment the well will not produce oil, or gas in paying quantities, and it wishes to 

plug and abandon the test as a dry hole, it shall first secure the consent of all parties to the plugging, and the 

well shall then be plugged and abandoned as promptly as possible. 

8. COSTS AND EXPENSES 

Except as herein otherwise specifically provided, Operator shall promptly pay and discharge all costs 

and expenses incurred in the development and operation of the Unit Area pursuant to this agreement and shall 

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

provided in the Accounting Procedure attached hereto and marked Exhibit "C". If any provision of Ex* 

bibit "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 have the right from time to time to demand and receive from the other 
parties payment ln advance of their respective shares of the estimated amount of the costs to be incurred in 
operations hereunder during tho next succeeding month, which right may be exercised only by submission to 
each such party of an itemized statement of such estimated costs, together with an Invoice for Its share there­
of. Each such statement and invoice for the payment in advance of estimated costs shall be submitted on or 
before the 20th day of the next ptecedlng month. Each party shall pay to Operator its proportionate share of 
such estimate within fifteen (15) days after such estimate and invoice is received. If any party falls to pay its 
share of said estimate within said lime, the amount due shall beor Interest at the 

annum until paid. Proper adjustment shall be made monthly between advances and actual cost, to the end 
that each party shall bear and pay its proportionate shore of actual costs Incurred, and no more. 
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9, OPERATOR'S LIEN 

Operator is given a first and preferred lien on the interest of each party covered by this contract, and 

ln each party's interest in oil and gas produced and the proceeds thereof, and upon each party's interest in ma­

terial and equipment, to secure the payment of all sums due from each such party to Operator, 

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

expense or such advance estimate within the time limited for payment thereof, Operator, without prejudice to 

other existing remedies, is authorized, at its election, to collect from the purchaser or purchasers of oil or gas, 

the proceeds accruing to the working interest or interests in the Unit Area of the delinquent party up to the 

amount owing by such party, end each purchaser of oil or gas is authorized to rely upon Operator's statement 

at to the amount owing by such party. 

In the event of the neglect or failure of any non-operating party to promptly pay its proportionate part 

of the cost and expense of development and operation when due, the other non-operating parties and Operator, 

within thirty (30) days after the rendition of statements therefor by Operator, shall proportionately contribute 

to the payment of such delinquent indebtedness and the non-operating parties so contributing shall be entitled 

to the same Hen 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 such delinquent indebtedness, or upon any recovery 

on behalf of the non-operating parties under the Hen conferred above, the amount or amounts ao paid or re­

covered shall be distributed and paid by Operator to the other non-operating parties and Operator propor­

tionately in accordance with the contributions theretofore made by them. 

10. TERM OP AGREEMENT 

This agreement shall remain in full force and effect for as long as any of the oil and gas leases subjected 

to this agreement remrln or are continued in force as to any part 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 well is producing oil or gas in paying quantities from the Unit Area, then at the end 

of ninety (90) days after abandonment of the first test well, this agreement shall terminate unless one or 

more of the parties are then engaged ln drilling a well or wells pursuant to Section 12 hereof, or all parties 

have agreed to drill an additional well or wells under this agreement, in which event this agreement shall con­

tinue ln force until such well or wells shall have been drilled and completed, If production results there­

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

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

at the end of ninety (90) days after abandonment of such well or wells. It is agreed, however, that the term­

ination of this agreement shall not relieve any party hereto from 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 agreement and except any weU drilled pursuant to the provisions of Section 12 

of this agreement, it being understood that the consent to the drilling of a well shall include consent to all 

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

tankage; (b) No well shall be reworked, plugged back or deepened except a well reworked, 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 and completing*and equipping of said well to produce, including necessary tank­

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

excess o f F i v e T h o u s a n d - n r t n a r < ^ 5 , 0 0 0 . 0 0 ) 

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

viously authorized by or pursuant to this agreement; provided, however, that In case of explosion, fire, flood, 

or other sudden emergency, whether of the same or 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 proporty, 

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

request, furnish copies of its "Authority for Expenditures" for any single project costing in ex-

cess of * 2 , 5 0 0 . 0 0 

•See Section 31(c) for additional provision. 
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12. OPERATIONS BY LESS THAN A L L PARTIES 

If all the parties cannot mutually agree upon the drilling of any well on the Unit Area other than the 

test well provided for in Section 7, or upon the reworking, deepening or plugging back 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 ln paying 

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

may give the other parties written notice of the proposed operation, specifying the work to be performed, 

the location, proposed depth, objective formation and the estimated cost of the operation. The parties receiv­

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

a drilling rig is on location, the period shall be limited to forty-eight (48) hours exclusive of Saturday or Sun-

dny^Hief receipf of^ne notice within which to notify the parties wishing to do the work whether they elect 

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

it within the period above fixed shall constitute an election by thai party not to participate in the cost of the 

proposed operation. 

If any party receiving such a notice elects not to participate in the proposed operation (such parly or 

parlies being hereafter referred to as 'Non-Consenting Party"), then In order to be entitled to the benefits 

of this section, the party or parties giving the notice and such other parties as shall elect to participate In the 

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

days after the expiration of the notice period of thirty (30) days (or as promptly as possible after the expir­

ation of the 48-hour period where the drilling rig is on location, as the case may be) actually commence work 

on the proposed operation and complete it with due diligence. 

The entire cost and risk of conducting such operations shall be borne by the Consenting Parties In the 

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

' Parties. Consenting Parties shall keep the leasehold estates Involved in such operations free and clear of all 

liens and encumbrances of every kind created by or arising from the operations of the Consenting Parties. If 

such an operation results In a dry hole, the Consenting Parties shall plug and abandon the well at their sole 

cost, risk and expense. If any well drilled, reworked, deepened or plugged back under the provisions of this 

section results in a producer of oil and'or gas in paying quantities, the Consenting Parties shall complete end 

equip the well to produce at their sole cost and risk, and the. well shall then be turned 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 back of any such well by Consenting Parties 

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

quished to Consenting Parties, and the Consenting Parties shall own and be entitled to receive, in proportion 

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

rights, and share of production therefrom until the proceeds or market value thereof (after deducting pro­

duction taxes, royalty, overriding royalty and other Interests payable out of or measured by the production 

from such well accruing with respect to such interest until it reverts) shall equal the total of the following: 

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

beyond the wellhead connections (including, but not limited to, stock tanks, separators, treaters, 

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 and continuing until each such Non-Consenting 

Party's relinquished Interest shall revert to it under other provisions of this section, it being agreed that 

each Non-Consenting Party's share of such costs and equipment will be that interest which would hove 

been chargeable to each Non-Consenting Party had it participated In the well from the beginning of 

the operation; and 

(B) 200% of that portion of the costs and expenses of drilling, reworking, deepening or plugging back, 

testing and completing, after deducting any cash contributions received under Section 25, and 200% 

of that portion of the cost of newly acquired equipment In the welt (to and including the wellhead 

connections), which would have been chargeable to such Non-Consenting Party If It had participated 

therein. 
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In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall 

be permitted to use, free of cost, all casing, tubing and other 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 (<J0) 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 Consenting Parties shall furnish the Non-Consenting Parties with an itemized statement of all 

cost* and liabilities incurred in the operation of the well, together with a statement of the quantity ot 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

tenting 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 Party shall revert 

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

If and when the Consenting Parties recover from a Non-Consenting Party's relinquished Interest the 

amounts provided for above, the relinquished Interests of such Non-Consenting Party ahall automatically 

revert to it and from and after such reversion sui*1 Non-Consenting Party shall own the same Interest In such 

well, the operating rights and working Interest therein, the material and equipment in or pertaining thereto, 

•nd 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 22, 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 â well located else­

where on the Unit Area is producing, unless such well conforms to the^Sf*xS&r«]w»l^fp^M§>rMflWjOe 

jCoxxâ x&wWKPf̂ ^ by the governmental agency having Jurisdiction. 

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

wall on the Unit Area, but ahall 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, if 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. 
• 

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 

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

due on its 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 

•hare of the production shall be borne by such party. 

Each party shall execute all division orders and contracts of sale pertaining to Its interest In produc­

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

thereof for its share of all production. 
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In the event any party shall fail to make the arrangements necessary to take in kind or separately 

dispose of its proportionate share of the oil and gas produced from the Unit Area, Operator shall have the 

right, subject to revocation at will by the party owning it, but not the obligation, to purchase such oil and 

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

fhall 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 and gas not previously 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 firstJeiatMpCXUcX 

jrtbjrjKjott̂ Jdxixâ  such other party's written 
oonsent. 

14. ACCESS TO UNIT AREA 

Each party 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 Operator's books and records relating thereto. Operator shall, upon request, 

furnish each of the other parties with copies of all drilling reports, well logs, tank tables, daily gaugo and 

run tickets and reports of stock on hand at the first of each month, and shall make available samples of any 

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

IS. DRILLING CONTRACTS 

All wells drilled on the Unit Area shall be drilled on a competitive contract ba.»i« at the urial ratet 

prevailing in the area. Operator, if it so desires, may employ its own tools and equipment in the drilling 

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

Charges thai! be agreed upon by the parties in writing before drilling operations are commenced, and such 

work shall be performed by Operator under the seme terms and conditions as ahall be customary and usual 

in the field in contracts of independent contractors who are doing work of a similar nature. 

18. ABANDONMENT OF WELLS 

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

Which the Consenting Parties have not been fully reimbursed as therein provided, which has been com­

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

If all parties do not agree to the abandonment 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 accordance with 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-

abandoning parties, without warranty, express or implied, as to title or as to quantity, quality, or fitness for use 

of the equipment and material, all of Its Interest In the well and its equipment, together with its Interest ln 

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

to production, , The assignments so limited shall encompass the "drilling unit" upon which the well ia located. 

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

their respective-percentages of participation in the Unit Area to the aggregate of the percentages of partici­

pation in the Unit Area of all assignees. There shall be no readjustment of interest In the remaining portion 

of the Unit Area. 

After the assignment, the assignors shall have no further responsibility, liability, or interest In the 

operation of or production from the well in the interval or Intervals then open. Upon request of the assignees, 

Operator shall continue to operate the assigned well for tho account of the non-abandoning parties ot the 

rates and charges contemplated by this agreement, plus any additional cost and charges which may arise as 

the result of the separate ownership of the assigned well. 
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17. DELAY RENTALS AND SHUT-IN WELL PAYMENTS 

Each party shall pay all delay rentals and shut-in well payments which may be required under the 

terms of its lease or leases and submit evidence of each payment to the other parties at least ten (10) days 

prior to the payment date. The paying party shall be reimbursed by Operator for 100% of any such delay 

rental payment and 100% of any such shut-in well payment. The amount of such reimbursement shall be 

charged by Operator to the joint account of the parties and treated in all respects the same as costs incurred 

in the development and operation of the Unit Area. Each party responsible for such payments shall diligently 

attempt to make proper payment, but shall not be held liable to the other parties in damages for the loss of 

any lease or interest therein if, through mistake or oversight, any rental or shut-in well payment is not paid 

or is erroneously paid. The loss of any lease or interest therein which results from a failure to pay or an er­

roneous payment of rental or shut-in well payment shall be a joint loss and there shall be no readjustment of 

interests in the remaining portion of the Unit Area. If any party secures a new lease covering the terminated 

interest, such acqulsiton shall be subject to the provisions of Section 23 of this agreement. 

Operator shall promptly notify each other party hereto of the date on which any gas well located on 

the Unit Area is shut in and the reason therefor. 

18. « M 

Should any party dcaire to poll oil pr any-part-oE 4to iMer-oste-undor- this, contract, or its rights andhv-

terests in the Unit Area, it shall promptly give written notice to the other parties, with full infojpaatfon con­

cerning its proposed sale, which shall include the name and address of the prospectiv^p^r¥naser (who must 

be ready, willing and able to purchase), the purchase price, and all other termj-«f*fhe offer. The other parties 

ahall then have an optional prior right, for a period of ten (10) dajt*"tffTer receipt of the notice, to purchase 

on the same terms and conditions the interest which theoiber*party proposes to sell; and, if this optional right 

is exercised, the purchasing parties shall shareJhe-plTrehased interest in the proportions that the interest of 

each bears to the total Interest of aUj>uftrrTasing parties. However, there shall be no preferential right to pur­

chase in those cases whereajjy^arty wishes to mortgage its interests, or to dispose of its interests by merger, 

reorganization, con^Mo!atiop, or sale of all of its assets, or a sale or transfer of Its Interests to a subsidiary or 

parentj^Uttplmy, or subsidiary of a parent company, or to any company in which any one party owns a ma-

ttrffty of tho oteok. 

16. SELECTION OF NEW OPERATOR 

Should a sale be made by Operator of its rights and interests, the other parties shall have the right 

within sixty (60) days after the date of such sale, by mejority vote in interest, to select a new Operator. If 

a new Operator ls not so selected, the transferee of the present Operator shall assume the duties of and act as 

Operator, In either case, the retiring Operator shall continue to serve as Operator, and discharge its duties 

in that capacity under this agreement, until its successor Operator is selected and begins to function, but the 

present Operator shall not be obligated to continue the performance of Its duties for more than 120 days eftar 

the sale of its rights and interests has been completed. 

— 8 — 

"Joint Loss" 



JO. MAINTENANCE OF UNIT OWNERSHIP 

For the purpose of maintaining uniformity of ownership in the oil and gas leasehold interests covered by 

this contract, and notwithstanding any other provisions to the contrary, no party shall sell, encumber, transfer 

or make other disposition of its interest in the leases embraced within the Unit Area and in wells, equipment 

and production unless such disposition covers either; 

(1) the entire interest of the party in all leasee and equipment and production; or 

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

.Every such sale, encumbrance, transfer pr other disposition made by any party shall be made expressly 
with assumption of obligations hereunder ln writing by assignee, 

subject to this agreement and shall be made without prejudice to the rights of the^ther parties. 

If at any time the interest of any party is divided among and owned by four or more co-owners, Opera­

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

ceive notices, approve expenditures, receive billings for and approve and 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 operations embraced in this contract; however, all such co-owners shall enter Into and execute 

all contracts 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. 

21. RESIGNATION OF OPERATOR 

Operator 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 case, all parties to this contract shall select by 

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

have th« rights, prescribed for Operator by this agreement. The retiring Operator shall deliver to its successor 

all records and information necessary to the discharge by the new Operator of its duties and obligations. 

22. LIABILITY 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 each party to Operator in Section 9 is given to se­

cure only the debts of each severally. It Is not the intention of the parties to create, nor shall this agreement 

be construed as creating, a mining or other partnership or association, or to render them liable as partners. 

23. RENEWAL OR EXTENSION OF LEASES 

If any party secures a renewal of any oil and gas lease subject to this contract, each and all of the other 

partlet shall be notified promptly, and shall have the right to participate in the ownership of the renewal lease 

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

shall be ln proportion to the interests held at that time by the parties In the Unit Area. 

If some, but less than all, of the parties elect to participate ln the purchase of a renewal lease, It shall 

be owned by the parties 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 tease. Any renewal lease In which less than 

all the parties elect to participate shall not be subject to this agreement, 

Each party who participates in the purchase of a renewal lease shall be given an assignment of Its pro­

portionate Interest therein by the acquiring party. 

The provisions Of this section Shall apply to renewal leases whether they are for the entire interest 

covered by the expiring lease or cover only a portion of Its 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 aftav 

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

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

Shall not be subject to the provisions of this section. 

The provisions in this section shall apply also and In like manner to extensions of oil and gas leases. 
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24. SURRENDER OF LEASES 

The leases covered by this agreement, in so far as they embrace acreage In the Unit Area, shall not be 

surrendered 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 assign, without express or implied 

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

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

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

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

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

The parties assignee shall pay to the party assignor the reasonable salvage value of the latter't interest in any 

wells and equipment on the assigned acreage, determined in accordance with the provisions ol Exhibit "G", 

less the estimated cost of salvaging and the estimated cost of plugging and abandoning. If 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 thereon, shall not thereafter be subject to tho 

terms and provisions of this agreement. 

25. ACREAGE OR CASH CONTRIBUTIONS 

If 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 against the cost of such drilling or other operation. If 

the contribution be in the form of acreage, the party to whom the contribution is made shall promptlyjexajjQji' 

an assignment of the acreage, without warranty of title, to all parties to this agreement in proportion to their 

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 th* Unit Area. 

26. PROVISION CONCERNING TAXATION 

Each of the parties hereto elects, under the authority of Section 7ei(a) of the Internal Revenue Cod* of 

1964, 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, If 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 Is 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. If 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 rendered for such taxes, and it shall pay all such taxes assessed thereon before they become delin­
quent. Operator shall bill all other parties 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 within the time and manner prescribed by law, and prosecute the protest to a final determination, unless 
all parties agree to abandon the protest prior to finnl determination. When any such protested valuation shall 
have been finally determined, Operator shall pay the assessment for the joint account, together with Interest and 
penalty accrued, and the total cost shall then be assessed against the parties, snd be psld by them, as provided 
in Exhibit "C", 

- 1 0 — 
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27, INSURANCE 

fal Operator shall at all times during the term of this agreement carry insurance to 
pJotecTSe parties nereto aa set forth in Exhibit T>« hereto attached andmade* part 
hereof, and no other insurance for the benefit of the parties in W M ^ ^ ^ a S S S . 
tions inder this agreement shall be carried by Operator, and no change in the insurance 
aet forth in -Exhibit V shall be made unless agreed to in writing, 
(b) Operator shall require all contractors performing work under this agreement to 
carry insurance as set forth in Exhibit "2" attached hereto and made a part hereof. 

' ( c X n t h e * v e n t 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 in­

surance for operator's fully owned automotive equipment. 

28. CLAIMS AND LAWSUITS 

If 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 lease or "oil and gas interest subjected to this con­

tract, it 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 lawyeri 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 defense of suits, together with the amount paid to discharge 

any final Judgment, shall be considered costs of operation and 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 

b« employed In lawsuits Involving Unit Area operations only with the consent of all parties; if outside counsel 

is employed, their fees and expenses shall be cor.&ldertd Unit Area expense and shall be paid by Operator and 

charged to all of the parties in proportion to their then interests in the Unit Area, The provisions of this 

paragraph shall not be applied in any Instance where the loss which 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 party or parties concerned. 

Damage claims caused by and arising out of operations on the Unit Area, conducted for the Joint ac­

count of all parties, shall be handled by Operator and its attorneys, the settlement of claims of this kind shall 

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

one thousand ($1000.00) dollars and, if settled, the sums paid in settlement shall be eharged as expense to 

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

29. FORCE MAJEURE 

If any-party is rendered unable, wholly or in part, by force majeure to carry out its obligations under 
this agreement, other than the obligation to make money payments, that party shall give to all other parties 
prompt written notice of the force majeure with reasonably full particulars concerning it; 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 within the discretion of the party concerned. 

The term, "force majeure" as here employed shall mean an act of God, strike, lockout, 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 within the control of the party claiming suspension. 

30. NOTICES 

All notices authorized or required between the parties, and required by any of the provisions of this 
agreement, shall, unless otherwise specifically provided, be given In writing by United States mail or Western 
Union Telegram, postage or charges prepaid, and addressed to the party to whom the notice is given at the 
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addresses listed on Exhibit "A". The originating notice to be given under any provision hereof shall be deemed 

given only when received by the party to whom such notice is directed and the time for such party to give any 

notice in response thereto shall run from the date the originating notice is received. The second or any re­

sponsive notice shail be deemed given when deposited in the United States mail or with the Western Union 

Telegraph Company, with postage or charges prepaid. Each party shall have the right to change its address 

at any time, and from time to time, by giving written notice thereof to all other parties. 

31. OTHER CONDITION'S, IF ANY, ARE! 

(a) No well shall be drilled in the Unit Area until after title to 
the drillsite lease has been examined by an attorney approved by all 
parties participating in the cost of the well, and the title has been 
approved by said examining attorney and the title has been accepted by 
all parties participating in the costs. All costs incurred in connec­
tion with examining titles shall be charged to the Joint account of the 
parties hereto. 

(b) This Operating Agreement is subject to all the terms and provi­
sions of that certain Parmout Agreement between John H. Trigg, et ux., 
and Sinclair Oil & Gas Company (now Sinclair Oil Corporation), dated 
November k, 1966, which by reference is incorporated herein for a l l 
purposes. 

(c) In spite of any provisions to the contrary appearing in Sec­
tion 11 hereof, consent to the drilling of a well shall not be deemed 
as consent to the setting of casing and a completion attempt. After any 
well drilled pursuant to this agreement has reached its authorised depth, 
Operator shall give immediate notice to Non-Operators. The parties re­
ceiving such notice shall have forty-eight (48) hours (exclusive of 
Saturdays or Sundays or legal holidays) in which to elect whether or 
hot they desire to set casing and to participate in a completion at­
tempt. Failure of a party receiving such notice so to reply within 
the period above fixed shall constitute an election by that party not 
to participate in the cost of a completion attempt. If a l l of the 
parties elect to plug and abandon the well, Operator shall plug and 
abandon same at the expense of all of the parties, If one or more, but 
less than all, of the parties elect to set pipe and to attempt a com­
pletion, the provisions of Section 12 shall apply to the operations 
thereafter conducted by less than a l l parties. 

—12 — 
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This agreement may be signed in counterpart, and shall be binding upon the parties and upon their heirs, 

successors, representatives and assigns. 

Effective March ii, 1969, Sinclair Oil Corporation, a New York 
corporation, v.as merged into Atlantic Richfield Company, a Pennsylvania 
corporation, and a l l interests of the merged company in the within 
operating agreement and any antecedent agreements by operation of law 
vested i n , and a l l obligations imposed on the merged company by the 
within operating agreement and any antecedent agreements were assumed 
by Atlantic Richfield Company. For this reason the within operating 
agreement i s being executed by Atlantic Richfield Corr.pany this J j 
day of V J l O . A . J ^ , 1969. 

ATLANTIC RICHFIELD COMPANY 

ATTEST: 

ATTEST: 

By 
0. S. Tinkler" 
I t s Attorney-in-Fact 

John H. Trigg T\f 

Pauline V. Trigg 0(J 



New Mexico 
ACKNOWLEDGMENT 

(PERSONAL ACKNOWLEDGMENT) 

$TATE OF...- ...... „ 1 

COUNTY OF „. - „ | 

The foregoing Inttrument wu acknowledged before me this day of - —, 59 • by 

My eommjition cxpireis Notary Public 

(PERSONAL ACKNOWLEDGMENT! 

STATE OF HEW.l.MEXIC.Q „ 1 
COUNTY or J3HAYES. ........ J 

The foregoing instrument wu acknowledged before me thlt day of %Q^I&«UUC~JLS?.- \$..(&.!?, by 

JOHN>.JS....iTRIOG^^n^ 

My commiuton trpxmi....(S.tCA ^L.L . . . 1S . . .^ . .L . • '"" ^ ^ ^ u r y Public •••***^"-

(PERSONAL ACKNOWLEDGMENT) 

STATE OF _ | 

COUNTY OF... .„ J 

The foregoing inttrumcnt w»i acknowledged before me thil day of , 19 , by 

My commluion expire*: „. „ Notary Public 

(ACKNOWLEDGMENT BY ATTORNEY) 

STATE OF ? „ ? . ^ § 

COUNTY OF ^ ^ 1 1 I . . I . I I I I I I I „ , } 

The foregoing jnitrument wu acknowledged before me thii...v^...^...:LL<lay of / . / . J . . A $ . J L J L ^ . 19...§.$, by 

« « - T „ . ^ ^ „ £ f . . - | A . ^ 1 5 ? S ^ . ? . ~ at attorney-in-fact in behalf of 

i m J ^ ^ ^ J p ^ ^ H J I E W C O l ^ J i M j a Pennsylvania corporation. 

. /7y , ZZiLcZ Z.: '^dJk^^uL —' 
My eommiuion cxpirei!XpJ..t^.l.. >.../*/.J&.J. _. Notary Public 

0 
(ACKNOWLEDGMENT IV CORPORATION) 

STATE OF .11EXAS _ „ _1 

COUNTY OF J I ? M . N ? . „ „ | H ! 

The foregoing Imtrument was acknowledged before me thit.... day of 19 , by 

~ J E H.*...me.eja.... , .Yi.c.e....J>r.e.s.id.en.t......of SINCLA.IE..„QIL....C.0B.E.QRATI.QN. 
( H A k l ) ( T t T L l ) (COaPOkATION) 

a. -Hew....York.- ...corporation, on behalf of jaid corporation. 

My eommltilon expirei;.. Notary Public 

(ACKNOWLEDGMENT BY CORPORATION) 

STATE OP- - _ 

COUNTY OF .. 

The foregoing Initrument wu acVnowledgcd before me ih'n day of _ , 19 by 

....... „ of 
(NAMl) ( T l T l a ) (CORPORATION) 

..corporation, on bch^f of laid corporation. 

My eommiiiion expiree Notary Public 



EXHIBIT "A 

TO OPERATING AGREEMENT BY AND BETWEEN 
SINCLAIR OIL CORPORATION, AS OPERATOR 
AND JOHN H, TRIGG, ET UX., AS NON-
OPERATORS, COVERING LANDS IN EDDY 
COUNTY, NEW MEXICO 

Lands Subject to Contract; 

The Si of Section 22 and the N£, NE£SW£ and the N£SE£ 
of Section 27, both in Township 18 South, Range 27 
East, N.M.P.M,, Eddy County, New Mexico. 

Restrictions, i f any, as to Formations or Depths; 

100 feet below the total depth drilled in the initial teat 
well or optional teBt well to be drilled by Sinclair Oil 
Corporation, pursuant to farmout agreement dated November 
4, 1966, between John H. Trigg, et ux., and Sinclair Oil 
Corporation on the subject acreage. 

Percentage or Fractional Interest of Parties Under Agreement; 

Sinclair Oil Corporation 5<3# 
John H. Trigg 5<# 

Leasehold Interest of the Parties; 

Oil and Gas Lease from the United States of America to J. T. 
Bonner, lessee of record, dated April 1,. 19̂ 8, Serial Number 
LC-060122. covering, among other lands, the S$ Section 22 and 
Ni, NÊ SWt and N̂ SEf Section 27, Township 18 South, Range 27 
EaBt, N.M.P.M,, Eddy County, New Mexico, 

Addresses of Parties to Whom Notices Should be Sent; 

*Slnclair Oil Corporation 
P. 0. Box 1470 
Midland, Texas 79701 

John H. Trigg 
P. 0. Box 520 
Roswell, New Mexico 

*A11 accounting statements and billings should be mailed to 
Sinclair Oil Corporation, P. 0. Box 521, Tulsa, Oklahoma 74102, 
Attention: Accounting Department. All other notices should be 
mailed to the Midland Office. 
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EXHIBIT "C " 

Attached to and made a part of._Opar.ating.,.Agr.e.emeiit_jsci.v.£rIng_, 
.lajids...ln...Mo .̂...CQuri.ty.,...Jlew Mexico _ 

COPAS — I V 6 i 

R»e6mm«nd«d by t t i t 
Counci l of P«trol«urn 

N g f l h A m t t i c a . 

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

I. GENERAL PROVISIONS 
1. Definitions 

"Joint Property" shall mean the real and perspnal property subject to the agreement to which this "Accounting Pro­
cedure" is attached. 
"Joint Operations" shall mean all operations necessary or proper for the development, operation, protection and 
maintenance of the Joint Property, 
"Operator" shall mean the party designated to conduct the Joint Operations. 
"Non-Operators" shall mean the nonoperating parties, whether one or more. 
"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. 
"Parties" shall mean Operator and Non-Operators. 
"Material" shall mean personal property, equipment or supplies acquired or held for use on the Joint Property. 
"Controllable Material" shall mean material which at the time is so classified in the Material Classification Manual 
as most recently recommended by the Council of Petroleum Accountants Societies of North America. 

J. Conflict with Agreement 
In the event of a conflict between the provisions of this Accounting Procedure and the provisions of the agree­
ment to which this Accounting Procedure is attached, the provisions of the agreement shall control 

3. Collective Action by Non-Operators 
Where an agreement or other action of Non-Operators is expressly required under this Accounting Procedure 
and if the agreement .to which this Accounting Procedure is attached contains no-contrary provisions in regard 
thereto, the agreement or action of a majority in interest of the Non-Operators shall be controlling on all Non-
Operators, 

4. Statements and Billings 
Operator shall bill 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 will be accompanied by statements reflecting the total charges 
and credits as set forth under Subparagraph C. below: 
A. Statement in detail of all charges and credits to the Joint Account. 
B. Statement of all charges and credits to the Join* Account, summarized by appropriate classifications Indicative 

of the nature thereof. 
C. Statement of all charges and credits to the Joint Account summarized by appropriate classifications indicative 

of the nature thereof, except that items of Controllable Material and unusual charges and credits shall be detailed. 
5. Payment and Advances by Non-Operators 

Each Non-Operator shall pay its proportion of all such bills within fifteen (15) days after receipt thereof. If pay­
ment ls not made within such time, the unpaid balance shall bear interest at the rata of. »txipJSX8^X&3£)C per 
annum until paid. e ignTTTo^7 percen' 

8. Adjustments 
Payment of any such bills shall not prejudice the right of any Non-Operators 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 excep­
tion 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 adjust­
ments resulting from a physical inventory of the Joint Property as provided for in Section VII. 

7. 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 ex­
tend the time for the taking of written exception to and the adjustment of accounts as provided for in Paragraph 
8 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 will result in a minimum of inconvenience to 
the Operator. 

II. DIRECT CHARGES 
Subject to limitations hereinafter prescribod, Operator shall charge the Joint Account with tho following items! 

1, Rantali and Royalties 
Delay or other rentals and royalties ŵ hen such rentals and royalties are paid by Operator for the Joint Account 
of the Parties. 

>. Labor 
A. Salaries and wages of Operator's employees directly engaged on the Joint Property in the conduct of the Joint 

Operations, and salaries or wages of technical employees who are temporarily assigned to and directly 
employed on the Joint Property. 

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 II 
and Paragraph 1 of Section III; 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 1 of Section lit, 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 II and Para­
graph 1 of Section III. If percentage assessment is used, the rate shall be based on the Operator's cost experience. 

C. Expenditures or contributions made pursuant to assessments Impoecd by governmental authority which are ap­
plicable to Operator's labor cost of salaries and wages charjrcoble to the Joint Account under Paragraphs 2A 
and 2B of this Section II and Paragraph 1 of Section III. 

D. Reasonable personal expenses of those employees whose salaries and wages are chargeable to the Joint Account 
under Paragraph 2A of this Section II and for which espenses 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, thrift, bonus, and other benefit plans of a like nature, applicable to Operator's labor cost; pro­
vided however, the totnl of such charges shail not exceed ton percent (10%) of Operator's labor costs chargeable 
to the Joint Account under Paragraphs 2A and 2B of this Section II and Paragraph 1 of Section IU. 

4. Material 
Material purchased or furnished by Operator for use on the Joint Property. So far as it is reasonably practi­
cal 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 limitations: 
A. If 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 or 
railway receiving point where like material is available, except by agreement with Non-Operaton. 

B. If surplus Malerial 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 or railway receiving 
point, except by agreement with Non-Operators. No charge shall be made to Joint Account for moving Material 
to other properties belonging to Operator, except by agreement with 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. 

C Services 
A. The cost of contract services and utilities procured from outside sources other than services covered by Para­

graph 8 of this Section II and Paragraph 2 of Section III 
B. U6e and service of equipment and facilities furnished by Operator as provided in Paragraph 5 of Section IV. 

7. Damages and Losses to Joint Property 
All 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 any 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 
All 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, attorneys' fees, 
court coats, 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 III), ex­
cept by agreement with Non-Operators, and (b) no charge shall be made for the fees and expenses of outside at­
torneys unless the employment of such attorneys is agreed to by Operator and Non-Operators, 

9. Taxes 
All 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 Parties. 

1, Insurance Premiums 
Premiums paid for insurance required to be carried on the Joint Property for the protection of the Parties. 

1. 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. 

III. INDIRECT CHARGES 
perator may charge the Joint Account for indirect costs either by use of an allocation of district expense items plus a 
•<ed rate fez administrclive overhead, and plus the warehousing charges, all as provided for in Paragraphs 1, 3, and 3 of 
is Section III OR by combining all three of said items under the fixed rate provided for in Paragraph 4 of this Section 
I, as indicated next below: 

OPERATOR SHALL CHARGE THE JOINT ACCOUNT UNDER THE TERMS OF: 
• Paragraphs 1, 2 and 3. (Allocation of district expense plus fixed rate for administrative overhead plus 

warehousing.) 
rjg Paragraph 4. (Combined fixed rate) 

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 allocated directly to the properties, and a pro rata portion of the coat of 
maintaining and operating a production office known as Operator's ; — 
office located at or near (or a comparable office if location changed), and neces­
sary sub-offices (if any), maintained for the convenience 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. 

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 1 of this Section III, including 
salaries, wages and expenses of personnel assigned to such offices. Such charges shall be in addition to the salaries, 
wages and expenses of employees of Operator authorized to be charged as direct charges as provided in Paragraphs 
2 and 8 of Section II. 

WELL BASIS (RATE TER WELL PERMONTH) 
~ ~ ~ PRODUCINO WELL RATI 

GRILLING WtLL RATI <U|| Current Erftdmlna Dtpth) 
(Uu Total Depth) — • All W»V* 

Wt l l PopHi t t ch Wt l l Hrtf H«t N« i t H v Qvtr T n 

cost and expense of services from outride rourc?s in connection with manors of taxation, traffic, accounting, or 
eri before or involving governmental agencies shall be considered as included in the overhead rates provided for in 
Paragraph 2 of Section III, unless such cost and expense are agreed upon between Operator and Non-Operators 
direct charge to the Joint Account. 



'i. Operator's Fully Ounetl Warehouse Opcrutlnj,' nnd Maintenance Expense 
(Describe fully the agreed procedure to be followed by the Operator.) 

4. Combined Fixed Rates 
Operator shall charge the Joint Account for the services covered by Paragraph 1, 2 and 3 of this Section III, the 
following fixed per well rates: 

WELL BASIS (RATE PER WELL PER MONTH) 
PRODUCING WILL RATI 

DRILLING WILL RATI (Ul* Curr*nr Reducing D»ptM 
1U>« Tutol Perth) " ~ ' 

AU Wtll> 
Well 0*prh C«<h W»H Firtt f l v i N o t f l v t Ort f T«n 

O.U.T. .4,.0.Q0.L $...425- $ «5 $...„Z5 
.̂o.ojC).!..-T....a,.ao.o.L _ 55Q- - - — 10.5 ....... 95- - 85 

1, 0.00.'. £,.0.00..'. „ 650 .. .a£5. - 115 - - - 1Q5 
Below 12,.0.00-i. -7.5-Q MO. 130 12.Q 
Said fixed rate jfcsbRft) (shall not) include salaries and expenses of production foremen. 

5. Application of Administrative Overhead or Combined Fixed Rates 
The following limitations, instructions and charges shall apply in the application of the per well rates as provided 
under either Paragraph 2 or Paragraph 4 of this Section III: 
A. Charges for drilling wells shall begin on the date each weil Is spudded and terminate on the date tha 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 water flooding 

operations and salt water disposal wells .shall be considered the same as producing walls. 
(2) Wells permanently shut down but on which plugging operations are deferred shall be dropped from tht 

well schedule at the time the shutdown is effected. When such a well is plugged a charge shall be made 
at the producing well rates. 

(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 or workover rig 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 full calendar month, 
shall not be included in the wtll 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, all wells capable of producing 
will be counted in determining the charge. 

(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. 

(<$) Wells completed in multiple horizons, in which the production is not commingled down hole, shall be con­
sidered as a producing well for each separately producing horizon. 

C. The well rates shall apply to the total number of wells being drilled or operated under the agreement to which 
this Accounting Procedure is attached, irrespective of individual leases. 

D. The well rates shall be adjusted on the first day of April of each year following the effective date of the agree­
ment to which this Accounting Procedure is Bttached. 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 Gaa 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 W-. risers" as published by the 
United States Department of Labor, Bureau of Labor Statistics. The adjusted rates shall be the rates currently 
in use, plus or minus the computed adjustment, 

6. For the construction of compressor plants, water stations, secondary recovery systems, salt water disposal facili-

6, I t is specifically understood that the above overhead rates apply only 
to d r i l l i n g and producing operations and are' not intended to cover the 
construction or operation of additional f a c i l i t i e s such as, but not l i m i t ­
ed to, gasoline plants, .compressor plants, repressuring projects, salt 
water disposal f a c i l i t i e s , and similar installations. I f at any time any 
or a l l of these become necessary to the operation, a separate agreement 
w i l l be reached relative to an overhead charge and allocation of d i s t r i c t 
expense, 

jbject to the further provisions of this Section IV, Operator will procure all Material and services for the Joint Prop-
-ty.. At the Operator's option, Non-Operator may supply Material or services for the Joint Property. 
.. Purchases 

Material purchased and service procured shall be charged at the price paid by Operator after deduction of all dis­
counts actually received. 

:. Material furnished from Operator's Warehouse or Other Properties 
A. New Material (Condition "A") 

(1) Tubular goods, two inch (2") and over, shall be priced on Eastern Mill base (l. c. Youngstown, Ohio; Lorain, 
Ohio; and Indiana Harbor, Indiana) on a minimum carload basis effective at date of movement and f. o. b, 
railway receiving point nearest the Joint Property, regardless of quantity. In equalized hauling charges, 
Operator is permitted to include ten cents (10c) per hundred-weight on all tubular goods furnished from 
his stocks in lieu of loading and unloading costs sustained. 

(2) 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 available. 

(3) The Joint Account shall not be credited with cash discounts applicable to prices provided for in this Para­
graph 2 of Section IV. 

B. Used Material (Condition "B" and "C") 
(1) Materia] in sound and serviceable condition and suitable for reu*a 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 cannot be classified as Condition "B" but which, 

(a) After reconditioning will be further serviceable for original function as good secondhand Material 
(Condition "B"), or 

(b) Is serviceable for original function but substantially not suitable for reconditioning, shall be classifi­
ed as Condition "C" and priced at fifty per cent (SOfc) of current new price. 

(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 purpoje but usable for 



some other purpose, shall be priced on • 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 

3. PREMIUM PRICES 

Whenever materials and equipment are not readily obtainable ftt the custom­
ary supply point and at prices specified in Paragraphs 1 and 2 of this 
Section I I I because of national emergencies, Btrikes or other unusual 
causes over which the Operator has no control, the Operator may charge the 
Joint account for the required materials on the basis of the Operator's 
direct cost and expense incurred in procuring such materials, in making 
it suitable for use, and in moving it to the location, provided, however, 
that at least ten days prior notice in writing is furnished to Non-Opera-
'tor of the proposed action to be taken by Operator in obtaining or supply­
ing the material and/or equipment called for under the provisions of trjls 
paragraph, whereupon Non-Operator shall have the right by so electing and 
notifying Operator within such ten days after receiving notice from the 
Operator, to furnish in kind, or in tonnage as the parties may agree, at 
the location, nearest railway receiving point, or Operator's storage point 
within a comparable distance, a l l or part of his share of material and/or 
equipment suitable for use and acceptable to the Operator. Transportation 
costs on any such material furnished by Non-Operator,-at any point other 
than at the location, shall be borne by such Non-Operator. If, pursuant 
to the provisions of this paragraph, any Non-Operator furnishes material 
and/or equipment in kind, appropriate adjustments of accounts between 
Operator and Non-Operator shall be made. Operator agrees to acquire the 
necessary short supplies and equipment required to conduct operations upon 
the jointly owned premises and to charge the joint account therefor as 
herein provided unless Non-Operatcr elects to Supply all or part of same 
within the specified period of time. 

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 end when paid by Operator. 

VI . BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT 
Material purchased by either Operator or Non-Operators or divided in kind, unless otherwise agreed to between 
Operator and Non-Operators shall be priced on the following basis; 

1. New Price Defined 
New price as used in this Section VI 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 (66%) of current new price if Material was originally charged to the Joint Account as 

secondhand at seventy-five percent (75%) of new price. 
4. Other Used Material 

Used Material (Condition "C"), at f i f 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. Bod-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 3 B of this Section VI, 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. 

VI I . INVENTORIES 
he Operator shall maintain detailed records of Material generally considered controllable by the Industry, 
1. Periodic Inventories, Notice and Representation 

At reasonable intervals, inventories shall be taken by Operator of the Joint Account Materia), which shall include 
all such Material as Is ordinarily considered controllable. 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 repre­
sented 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, who shall in that event furnish Non-Operators with a copy 
thereof. 

2, Reconciliation and Adjustment of Inventories 
Reconciliation of inventory with charges to the Joint Account shall be made, and a list of overages and shortages 
shall be jointly determined by Operator and Non-Operators. Inventory adjustments shall be made by Operator 
with the Joint Account for overages and shortages, but Operator shall be held accountable to Non-Operator only 
for shortages due to lack of reasonable diligence. 

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



FORM *I1 

.INSURANCE 

EXHIBIT D — Operator shall at all times during the teem of this Agreement carry insurance to protect the parties hereto as 
follows: 

(1) Workmen's compensation and occupational disease insurance as required by the laws of the state or states in which 
operations will be conducted snd employers' liability insurance with a limit of not less than $100,000. 

(2) Comprehensive general public liability insurance, excluding products liability insurance, with limits of not lejs than; 
$100,000 applicable to bodily injury, sickness or death of any one person and 5100,000 for more than one person in any one 
accident, tnd $100,000 for loss of* or damage to property in any one accident and $100,000 aggregate limit applicable to all loss 
of or damage to property during the policy period. 

(3) Automobile public liability insurance covering all automotive equipment used in performance of work under this 
tgreement with limits of not less than: $100,000 applicable to bodily injury, sickness or death of any one person and $100,000 
for more than one person in any one accident, and $25,000 for loss of or damage to property in any one accident 

If automotive equipment used is owned exclusively by Operator, no charge will be made to the Joint Account for premiums 
:or this coverage except as provided in Section III, Paragraph 5 of the Accounting Procedure. 

iXHIBIT E —Operator shall require all contractors performing work under this Agreement to carry the following insurance: 

(1) Workmen's compensation and occupational disease insurance as required by the laws of the state or jtates in which oper-
.tions will be conducted snd employers' liability insurance with a limit of not less than $100,000. 

(2) Comprehensive general public liability insurance with limits of not less than; $100,000 applicable to bodily injury, sick-
ess or detth of sny one person and $100,000 for more than one person in any one accident, and $100,000 for loss of or damage to 
roperty in any one accident and $100,000 aggregate limit applicable to all loss of or damage to property during the policy period. 

(3) Automobile public liability insurance covering all automotive equipment used in performance of work under this agree-
,ent with limits of not less than; $100,000 applicable to bodily injury, sickness or death of any one person and $100,000 for 
ore than one person in any one accident, and $25,000 for loss of or damage to property in any one accident. 



UNITED STATES 

DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

DIVISION OF LANDS & MINERALS 
PROGRAM MANAGEMENT & LAND OFFICE 

P. O. Box 1449 
Santa F a , Naw Maxieo 87501 

IN MJ»LV K**tM TO, 

LC 060122 
Oil & Gas 

4.10a 

September 4, 1969 

DECISION 
Laaaaa» 
John B. Trig? 

Operator! 
Atlantic Richfield Company 
(successor in intereat 
to Sinclair Oil Coapany 

Oil & Gaa 

Assignment of Operating Rights Approved 

Approval i s hereby granted to an assignment dated March 7, 1967 
by and between the captioned parties, affecting o i l and gaa 
lease LC 060122. Acknowledgment of the instrument waa made by 
the leasee on March 7, 1969; therefore, the 90-day requirement 
in which to f i l e the assignment is hereby waived. 

The assignment conveys to the operator an undivided 50* interest 
in the operating rights as to the N% Sec. 27, T. 18 S., R, 27 E., 
NMPM, from the surface down to and including the depth of 10,035 
feet. 

The operator i s maintaining a nationwide bond and the lessee a 
atatewide bond. 

Is] Marie D. Urragorte 

Marie D. Larragoite 
For Chief, Branch of Oil 4 Gas 

Origx Operator 
cc* Lessee1-"' 

O&G Supv. (2) Roswell 



ASSIGNMENT OF"OPERATING RIGHTS 

KNOW ALL MEN BY THESE PRESENTS: 

That the undersigned, JOHN H. TRIGG and wife, PAULINE V. 
TRIGG, Assignor, for and in consideration of the sum of TEN DOL­
LARS, cash in hand paid, the receipt and sufficiency of which is 
hereby acknowledged, do hereby transfer, sell, convey and assign 
unto SINCLAIR OIL . CORPORATION,Assignee, an undivided 50% in­
terest in and to the exclusive right and privilege of operating, 
testing and developing the premises for o i l , gas, casinghead gas 
and other hydrocarbon minerals and in and to a l l the rights and 
privileges granted to Lessee under the terms thereof, and in the 
event of discovery and production of such minerals, the ownership 
of production therefrom, covered by the following described o i l 
and gas lease: 

Serial Number: 

Dated: 

Lessor: 

Lessee: 

Land Covered: 

LC 060122 

April 1, 1948 

United States of America 

John Tedrowe Bonner 

(Among other lands not included 
herein) the minerals at the depth 
and strata in land located in 

• Eddy County, New Mexico, and 
described as: 

Township 18 South, Range 57 East, N.M.P.M. 

N/2 of Section 27 

containing 320 acres, more or less, down to and 
including the depth of 10,035 feet from the surface. 

Overriding Royalty: 6.25# 

together with a like interest in a l l personal property thereon 
or pertinent thereto or used or obtained in connection therewith 
and subject, however, to a like proportionate part of the basic 
royalty and subject to a like proportionate part of the above 
mentioned overriding royalty. 

The above described o i l and gas lease is subject to the Op­
erating Agreement covering the above described land, by and betweei 
John H, Trigg and wife, Pauline V. Trigg and Sinclair Oil Corporati 

Assignor shall promptly furnish to Assignee copies of a l l 
notices or other communications received from the Department of 
the Interior or any representative or o f f i c i a l thereof pertaining 
to said o i l and gas lease arid shall upon request of Assignee make 
application for any extension or renewal of said o i l and gas lease 
to the>lands covered by this agreement where such renewal or ex­
tension is allowed or permitted' by law or regulation, and upon 
request of Assignee, make application for any d r i l l i n g , rental, 
royalty or other rel i e f with respect to the lands covered by this 
assignment which to Assignee may be deemed proper and Assignee 
shall pay or reimburse Assignor for Assignee's proportionate part 
of a l l expenses in connection therewith, Insofar as the same cover 
and affect the lands covered by this assignment. Assignor hereby 



does give and grant to Assignee f u l l power and authority to do and 
perform every act and thing, not otherwise expressly provided for 
herein, necessary or required to be done or performed by Assignor 
in connection with said o i l and gas lease insofar as same covers 
and affects the lands covered by this assignment. 

In the event that Assignor shall desire to surrender or re­
linquish said lease insofar as i t covers those depths and strata 
and any mineral or minerals in the lands f i r s t above described and 
retained by Assignor, or any part thereof, Assignor shall execute 
and deliver to Assignee a proper assignment of said o i l and gas 
lease insofar as i t covers the aforementioned premises, or such 
portion thereof as Assignor may desire to surrender or relinquish. 
Assignee agrees to accept such assignment, and immediately f i l e 
the same for approval along with necessary proof of i t s qualifica­
tions to hold a Federal lease i n accordance with the regulations 
of the Department of the I n t e r i o r , and to furnish Assignor with a 
copy of the qualification papers so f i l e d . After approval of said 
assignment by the Department of the Int e r i o r , Assignor shall be re­
lieved of their duty to pay rentals and/or minimum royalties as here­
inafter provided, which are apportionable to the land covered by 
such assignment; and thereafter the premises so assigned to Assignee 
shall be free and clear of the terms of this assignment. 

Assignor shall pay a l l rentals and/or minimum royalties vrhich 
may become due and payable under the terms of said o i l and gas 
lease hereinabove described with respect to the land oovered here­
by, and Assignee, in proportion to i t s ownership, shall reimburse 
Assignor for one-half of a l l such rentals and/or minimum royalties 
paid; provided, however, that Assignor shall not be l i a b l e for i n ­
advertent fai l u r e to pay such rentals and/or minimum royalties. 

A l l of the parties hereto shall be entitled to any benefits 
or credits on minimum royalty payments, as provided for i n said 
lease, on account of the production of o i l , gas, casinghead gas 
and other hydrocarbon minerals upon any part of the land described 
in said lease whether the same be on account of the production of 
said product's from, the land retained by Assignor-and excepted from 
the operation of this assignment or upon the land, or any part there­
of, covered by this assignment. 

EXECUTED as of March. 7 , 196 7 . 

Effective March 4, 1969, Sinclair Oil Corporation, a New York 
corporation, was merged into Atlantic Richfield Company, a Pennsyl­
vania corporation, and a l l interests of the merged company i n the 
within•assignment and any antecedent agreements by operation of law 
vested i n , and a l l obligations Imposed on the merged company by the 
within assignment and any antecedent agreements were assumed by 
Atlantic Richfield Company. For this reason the within assignment 
is^being executed by Atlantic Richfield Company, this c5<£V day of 

ASSIGNOR 

ASSIGNEE 



' COUNTY OP CHAVES 

The foregoing instrument was acknowledged before me this 
7th day of March > 1969, by JOHN H. TRIGG and 

wife, PAULINE V. TRIGG. 

^y jCQfair£«4Ion E x p i r e s : ^Notary Publ ic 

Pffffffiffl, 1*71 
î V 

THE STATE OP TEXAS ) 
( 

COUNTY OF MIDLAND . ) 
The foregoln 
day of 

attorney-in~facX 
Pennsylvania corporation. 

Notary Public V ' \ ^ 
My commission expires . v«' -"̂  ,<?• / 
June 1, I969. ^ v 'COil'̂ 'V. ' 



PARMOUT AGREEMENT 

THI8 AGREEMENT, made and entered into this day of November, 

1966, by end between JOHN H. TRICC end PAULINE V. TRIGG, hie wi fa , whoee 

eddress te Post Office Box 520, Roswell, Mew Mexico, hereinafter referred 

te a* "Trigg", end SINCLAIR OIL 4 GAS COMPANY, whose addreee le Poet Office 

Box 1470, Midland, Texas, hereinafter referred to a» "Sinclair"; 

VHBREAS, Trigg i t the owner end holder of that certain Oi l end Gee 

Leaee from the United Stetea of America to J . T, Bonner aa Lessee, dated 

April 1, 1948, bearing Ser ia l Number LC-060122, inaofar ae aaid leese coverei 

Tovnahtp 18 South. Range 27 Beat. N.M.P.M.. Eddy County. New Mexico 

Containing 760,00 acree, more or leae, hereinafter referred to ee 

"Said Land"} and 

WHEREAS, Trigg'e Intereat In aaid leaee covering Said Land te or 

w i l l be aubjeet to an overriding royalty intereet of 6.25% of a l l o i l and 

gae produced, saved and marketed from the Said Land which ia or w i l l ba 

owned by the children of Trigg, (hereinafter called "Children'e Override'*), 

and; 

WHEREAS, S inc la ir dealree to acquire and Trigg dealree to fermout to 

S inc la ir certain intereate in and under the above described leeae inaofar 

aa i t covers Said Land, upon the terms and condition* hereinafter eet forthj 

NOW THEREFORE, for and In conatderation of the premises and mutual 

covenante herein contained the parties hereto agree aa follows? <-

1, S inc la ir agrees to commence on or before December W, 1966, the 

dr i l l ing of * teat well for o i l and gos, hereinafter referred to as the 

"In i t i a l Test WeAl", et e location in the SWfcNWfe of Section 27, Township 18 

South, Range 27 East , N.M.P.M,, Eddy County, New Mexico, and to d r i l l and 

with due diligence end in a good and workmanlike manner, at the eolc coat, 

risk and expense of S inc la i r , to a depth of 9,000 feet from the surface of 

V I T H I I I I T B l 

Section 22i %\ 
Section 27t HV, NEkSWk, N%SE% 

complete such well on or before ninety (90) days from date of conioenceraent, 

E X H I B I T A 



th* ground er te e depth sufficient to adequately teet the Cisco formation 

of Penneylvenian age, whichever ls th* lesser depth, e l l In th* opinion of 

Trigg's geological department, 

2. Should Sinclair timely eenxeence end complete as a eoeaterciel 

producer or plug and abandon a* a dry hole the Inltlel Test Well ss pro­

vided ln Paragraph 1 hereof, then Slnclelr ehall have the option, but not 

the obligation, for e period of six (6) month• from the date of coaptation 

of said I n i t i a l Teet Well to commence the drilling or deepening of e teet 

well for o i l and gae, hereinafter referred to aa the "Option Well", et a 

location of Sinclair's choice on Said Land, and to dr i l l and complete said 

Option Well with due diligence and in e good snd workmanlike manner, t l th* 

sole coat, riak and expense of Sinclair, to a depth sufficient to adequately 

test the Morrow formation ef Pennsylvanian age, or te a depth sufficient 

to adequately test the Devonian formation, a l l in the opinion of Trigg's 

geological department, said Option Well to be drilled and completed within 

ninety (90) days of commencement. 

3. (a) Should Sinclair complete the In i t i a l Teet Well, a* pro­

vided in Peragraph I hereof, aa * veil capable of producing oil end/or 

gss ln c&omercial quantities, Trigg agrees to convey to Sinclair an 

undivided one-half (1/2) interest in the operating rights from th* surface 

of the ground down to and Including one hundred (100) feet below th* 

deepest depth drilled, in, to and under Said Land, subject to its proportionate 

part of th* Children's Override. 

(b) Should Sinclair d r i l l and complete the Option Well, as 

provided in Peragraph 2 hereof, as s well capable of producing oil and/or 

gaa in commercial quantities, Trigg agrees to convey to Sinclair an undivided 

one*helf (1/2) interest In th* operating rights down to and including on* 

hundred (100) feet below the deepeet depth drilled, In, to and under Seid Land, 

subject to Ita proportionate part of the Children's Override, provided however, 

should Sinclair have earned the rights provided in (a) of this Paragraph 3, 

then Trigg shall convey an undivided one-half (1/2) interest in, to end 

under field Land* from the depth of the rlghta conveyed under (a) of thia 

Paregraph 3, down to and including one hundred (100) feet below the deepest 

depth drilled ln th* Option Well. 
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4, After completion ef the Inittel Teet Veil, whether ae a producer 

or dry hole, Sinclair, at ite election, shell either (a) conduct eontinuoue 

drilling operetiona on the remainder of Seld Land with not more than one 

hundred twenty (120) days elapsing between the completion of e wall, 

whether a* a producer or dry hole, end th* commencement of actuel drilling 

of the next succeeding well until Sinclair shall have drilled on* well to 

each standard spacing or proretlon unit flx*d by any special field rules 

promulgated by the New Mexico Oil Conservetlcm Commission, or U the absence 

ef aueh rules, one well to each 160 acre governmental quarter a«ctien in 

Seld Land; each BUCVI additional well to be drilled and completed within 

ninety (90) days from commencement thereof, or (b) surrender and release to 

Trigg all of Said Land except each tract ea defined la (a) ef thle Paragraph 4, 

upon which a producing well has been completed, warranting same to be free 

snd clear of ell liens, obligations or encumbrance* suffered by Sinclair. 

All other provisions applicable to th* Initial Teet Veil shell be equally 

applicable to each additional well. Feilure of Sinclair to conduet continuous 

drilling operstlons a* herein provided shall not preclude Sinclair from 

exerclaing the option granted under Paragraph 2 to drill the Option W*ll. 

5. Should any well required or permitted und«r thia Ferment Agree­

ment be loat or Junked through no negligence or careleasness ef Sinclair, 

or Its sgente or employees, or if in the drilling of such wells, granite or 

other practically impenetrable substance or condition Is encountered rendering 

further drilling impractical according to the stsndsrds of the immediate area 

or field, then and in either of such events, and within thirty (30) days from 

the date auch well la lost or Junked or abandoned on encountering such 

practically impenetrable substance or condition, Sinclair nay, et its 

election and without penalty, commence th* drilling of a substitute well at 

a location of Sinclair's choice on the same quarter-quarter section of Said 

Land, provided, however, such location shall conform to and comply with the 

rules and reguletiona of the Mew Mexico Oil Conservation Commission, and such 

substitute well, in order to qualify *s a substitute well, ahall b* drilled 

and completed in the same manner as herein specified for the well eo lost, 

junked or abandoned, and as to all of which the decision of Trigg's Geological 
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Department shall b* conclualv*. Should Sinclair timely coanenee end 

diligently complete such a substitute veil pursnent to the terms of thie 

paragraph, then in such event it shall b* coneidared for all purposes 

hereof that the veil for which it is a substitute waa commenced, drilled 

and completed within the time, to the depth, end tn the manner provided 

the refer. 

6. The parties hereto agree that the location of the Initial Test 

Well, as provided in Paragraph 1 hereof, ha* been selected by Slnclelr to 

provide Trigg with a carried fifty (501) per cent working Interact ln eaid 

Initial Test Well completed Into th* tenks free of ell cost and expense to 

Trigg] should the lew Mexico Oil Conservation Commission establish special 

field rules providing for 640 acre speclng or proration units, Sinclair and 

Trigg's working interest in the Initial Test Well would be reduced pro­

portionately; in such event, et Sinclair's eele cost snd exponas, Slnclelr 

egrees to carry Trigg In the drilling of a subsequent well on Said Lend 

la Section 22, to the extent of the difference between Trigg's working 

interest In the Initial Test Well end fifty (50%) per cent. I f Sinclair 

electa not to drill such edditionel veil within the tim* specified in 

Paragraph 4(e), the provisions of Psrsgraph 4(b) hereof will apply. 

7. It Is egreed between the pertles h«r*t© that upon conveyance of 

the operating rights earned by the performance of the obligation* see forth 

herein all subsequent operations on Seld Land will be conducted in accordance 

with th* t*rm* of the form of Joint Operating Agreement sttsched hereto and 

marked Exhibit HAM; and that et aueh time ee Sinclair shell hav* earned Ita 

Interest in Said Land all parties h*r*to shall properly execute eald Joint 

Operating Agreement. 

S. Trlgg v i l l make a bone fid* effort (with ne penalty or liability 

for oversight in this connection) to pay ell rentals or minimum royelty 

becoming due after the date of thia Farmout Agreement under the terme 

of th* above described leese, insofar aa it covers Said Land} and Sinclair 

shall reimburse Trigg for one-half (1/2) of auch rental* or minimum royalty 

within thirty (30) days sfter receipt of Trigg's Invoice therefor, 

9, Sinclair agrees to keep Trigg's leasehold intereet free from 

liens, encumbrsnces and claims created by, through or under Sinclair and 
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that Sinclair, Ita contractor or subcontractor shall carry insursnca with 

satisfactory companies and of auffleiant coverage to insure egainst the 

risks specified in Peragraph 26 of Exhibit "A" attached hereto. 

10. Sinclair ahall allow tha representative* and duly authorised 

agents ef Trigg to have eecess te Said Land, as well as the derrick floor 

ef any wail or wells drilled pursuant to thle Farmout Agreement, at any end 

all times during the drilling, completing, reworking end/or operetlng of 

any aueh weil or well*, and shell fumieh Trigg with any and ail Information 

available pertaining to th* drilling, completing, reworking and/or operation 

of any auch well, including but not limited toj 

(a) On* copy of all reports pertaining t* th* drilling of any 

auch well filed by Sinclair with any governmental authority, such report* 

to be delivered to Trigg at the eame time such reports are filed with such 

governmental euthorltyj 

(b) Copies of daily drilling reports showing the status, progress 

snd changea in formation encountered In the drilling of any such well, snd 

oompiete results of directional electric, crooked or strelght hole surveys, 

core enalyses snd any and all other tests or surveys made in connection 

with such w*ll{ 

(c) A full set ef sample cuttings from any such w«ll, to be 

delivered to the Rev Mexico Oil Scouts Association, Inc., 115 North Coleman, 

Hobbs, New Mexico, no later then fifteen (IS) days after th* completion or 

plugging of such wellt 

(d) Duel Inductlon-Latcrolog and Gamma-Ray-Sonic logs or 

equivalent logs shell be made and two prlnta and one reproducible sepis 

copy thereof shall be furnished Trlggf 

(e) In the event a showing of oil or gas is encountered et any 

depth er upon encountering s prospective oil or gas rone at any depth in 

aueh wall, Sinclair ahall give Trigg reasonable notice thereof in sufficient 

time'to have a representative present when such zone is tested or cored, 

and if, in Trigg's opinion it ls justified, any showing of oil or gas shall 

be adequately tested in a prudent manner in accordance with good oil field 

practices) 
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(f) Alt notices herein required shell be given to Trigg or any 

of his employees et Post Office Box 520, Roswell, Mew Mexico, telephone 

number 623-3140 if given during normal working hours or i f given en weekends 

or after regular working hours to Mr. G. E. Harrington, Geologist, st Roswell, 

Hew Mexico, telephone number 623-3415. 

11. In connection with the performance of work under thie agreement, 

Slnclelr agrees to comply with a l l of the provisions of Section 301 (1) to 

(7), inclusive, of Executive Order 10925 (28 F. R. 6485), which ere hereby 

incorporated by reference in this sgTeement. 

12. I t is understood that this sgreement and the obligations here­

under are personal and not assignable by Sinclair without Trigg's expressed 

consent ln writing end that said obligations are several and net joint and 

nothing herein contained shall constitute er be construed to constitute a 

partnership, either general or mining, as between Sinclair and Trigg, 

13. (a) I t is understood that i f Sinclair falls to comply with 

the terms and provisions of this contract with respect to the commence­

ment, drilling end completion of the wells herein provided for, Trigg, 

in addition te any ether relief to which i t may be entitled, mey demend 

surrender and release of the interest transferred herein of a l l of Seld 

Land except each tract ae defined in (a) of Paragraph 4.hereof, upon 

which a producing well has been completed, and Sinclair shsll thereupon 

execute end deliver to Trigg an appropriate recordable Instrument 

warranting the Intereet so surrendered and released to be free end clear 

of alt liens, obligations or encumbrances suffered by Sinclair. 

(b) Upon breach of any of the terms and conditions hereof by 

Sinclair, (other than failure to comply with respect to commencement, 

drilling and completion of the wella as herein provided), Trigg shell notify 

Sinclair in writing alleging apectficelly the respects in which Trigg con-

sldere Sinclair has failed to comply, snd Sinclair shall have thirty (30) 

daya'after the mailing of such notice by Trigg within which to remedy such 

default so alleged by Trigg. In the event Sinclair has not cured said 

default within aueh time, Trigg may at ite option, terminate thia agreement 

whereby any rlghta hereunder, will revert to Trigg, except as to eeeh tract 

as defined ln (a) of Peragraph 4 hereof upon which a producing well haa 

been completed. 



Tha terms of this agreement shall bind the parties hereto end shall 

inure te the benefit of their respective heirs, devisees, successors end 

assigns. 

XX WITNESS WHEREOF, this Instrument Is executed on the day end year 

first hereinabove written. 

ine V, Trigg 

STATE OF NEW MEXICO I 

COUNTY OF CRAVES | 

SINCLAIR OIL & GAS COMPANY 

By. 

APPROVED 

The foregoing instrument was acknowledged before m* this day 

of November, 1966, by JOHN H, TRIGG and PAULINE V. TRIGG, his wife. 

Notery Public 
My Commission Expires! 

STATE OF TEXAS I 
I as. 

COUNTY OF MIDLAND X 

The foregoing instrument wss acknowledged before me this /& _ dey 

of November, 1966, by R. M, RDBDI8H, Vice President of Sinclair Oil & Oas 

Cempeny, a Mains corporation, on behalf of said corporation. 

Notary Public 
Mû Commisslen Expiree! 



EXHIBIT "A" 
TO FARMOUT AGREEMENT' BY AND BETWEEN 

JOHN H. TRIGG and PAULINE V. TRIGG and SINCLAIR OIL & GAS COMPANY 

MODEL FORM OPERATING AGREEMENT—1956 
aWBt-Federal Landi 

OPERATING AGREEMENT 

DATED 

, 19 , 

. f 

FOR UNIT AREA IN TOWNSHIP _ ia .S .outh .„ , RANGE —.27.. Eaat^.N. 

EDDY COUNTY, STATE OF___JNMJilXIQO. 

Published ond <or Sal* by 

ROSS-MARTIN CO. 
Box 800 

Tul»o, Oklahomo 

Form 610 



OPERATING AGREEMENT 

THIS AGREEMENT, entered Into this day of , 18 , between 

ÎN.0XiAIS-̂ >IL-.&--QA3.....CQMPAJg 
hereafter designated as "Operator", and the signatory parties other than Operator. 

WITNESSETH, THAT: 

WHEREAS, the parties to this agreement are owners of oil and gas leases covering and, if so indicated, 

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

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

provided; 

NOW, THEREFORE, it is agreed as follows: 

1. DEFINITIONS 

As used in this agreement, the following words and terms shall have the meanings here ascribed to 

them. 

(1) The words "party" and "parties" shall always mean a party, or parties, to this agreement. 

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

porate bodies, partnerships, associations, or persons real. 

(3) The term "oil and gas" shall include oil, gas, casinghead gas, gas condensate, and all other liquid or gase­

ous hydrocarbons, unless an intent to limit the inclusiveness of this term is specifically stated. 

(4) The term "oil and gas interests" shall mean unleased fee and mineral interests in tracts of land lying 

within the Unit Area which are owned by parties to this agreement, 

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

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

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

(8) The term "drilling unit" shall mean the area fixe'd for the drilling of one well by order or rule of any 

state or federal body having authority. If a drilling unit is not fixed by any such rule or order, 8 drilling 

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

press agreement of the parties. 

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

in the contract. 

(8) The words "equipment" and "materials" as used here are synonymous and shall mean and include all 

oil field supplies and personal property acquired for use in the Unit Area. 

2, -ttlTLE EXAMINATION) LOSS OF LEASES AND OIL AND GAS INTERESTS 

Ai Title Dxaniinutiuni • 

•Eoch-paMy-other then Operotof ohall-promptly oubmiMo-Operotor obotraoto certified from boglrtmnfr to» 

recent date, together with all title papers in its possession covering leases and oil and gas interests whi*Kit is 

subjecting to thia contract, AU of these abstracts and title records shall be examined for the bep*ru of all par­

ties by Operator's attorneys. 

Operator shall promptly submit abstracts certified from beginning to recer*Wfate, together with all title 

papers in Us possession covering leases and oil and gas interests which H^^subjectlng to this agreement, to 

.. , for examination by the letter's 

attorney for the benefit of all parties. 

All title examinations shell be made without cî tffge. Each examining attorney shall prepare a com­

plete title report on each separate tract basedAijSon the abstract record and title papers submitted to him. Each 

title report shall contain a list of fee owpefs and their interests, shall state the attorney's opinion concerning 

validity of their interests, and sh*Wcontain an enumeration and description of title defects, if any, a report up­

on mortgages, taxes, pencjirrg suits, and Judgments, and unreleased oil and gas leases, and a list of require­

ments, if any, uporp*tffiIch the examiner's approval of title to the lease or oil and gas interest is contingent. The 

title reportsbtftl also contain a specific description of the oil and gas lease being subjected to this contract, 

with>^tatement of its form, term (which will be satisfactory if it has a primary term expiring not sooner 

— • 1 )l nwaeuw> nf mynltMi ntflluw *( rfHnv rental payment^ nnA iimiminl r i f i l lU^-

"Joint Loss" 
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obligationo and o( ewoono .poyoltyt -oil paywneMfl, and ethep special burdens.—A copyef each title 'opinion1,••nd" 

of each supplemental opinion, and of all final opinions, shall be sent promptly to each party. The oni'don of 

the examining attorney concerning the validity of the title to each oil and gas Interest and eachj<fase, and the 

amount of interest covered thereby shall be binding and conclusive on the parties, but>We acceptability of 

leases as to primary term, royalty provisions, drilling obligations, and special burdens, shall be a matter for 

approval and acceptance by an authorized representative of each party. 

All title examinations shall be made, and title reports submitted, within a period of days after the 

submission of abstracts and title papers. Each party shajjfin good faith, try to satisfy the requirements of the 

examining attorneys concerning its leases and intep*rfs7 and each shall have a period of days from 

receipt of title report for this purpose. If thp-̂ ule to any lease, or oil and gas interest, is finally rejected by 

the examining attorney, all parties sha+fthen be asked to state in writing whether they will waive the title 

defects and accept the leases oĵ rmerests, or whether they will stand on the attorney's opinion. If one or more 

parties refuse to waive Utredefects, this agreement shall, in that case, be terminated and abandoned, and all 

• abstracts and Utlej>£pers shall be returned to their senders. If all titles are approved by the examining at­

torneys, orw^accepted by all parties, and if all leases are accepted as to primary terms, royalty provisions, 

drilHp^obligations and special burdens, all subsequent provisions of this agreement shall become operative 

4mmaaiatol}'i and-thc portion shell proceed to thoir poffoymonoe oo (hoy QPC horcinofter stntodi 

B. Failure of Title: 

After sll titles are approved or accepted, any defects of title that may develop shall be the joint re­

sponsibility of all parties and, if a title loss occurs, it shall be the loss of all parties, with each bearing its pro­

portionate part of the loss and of any liabilities incurred In the loss. If such a loss occurs, there shall be no 

change in, or adjustment of, the Interests of the parties in the remaining portion of the Unit Area. 

C. Lass of Leases For Other Than Title Failure! 

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

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

term and not be renewed or extended, 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 proportion to their interests and there shall be no readjust­

ment of interests in the remaining portion of the Unit Area. 

3. UNLEASED OIL AND GAS INTERESTS 

If any party owns an unleased oil and gas interest in the Unit Area, that interest shall be treated for 

the purpose of this agreement as if it were a leased interest under the form of oil end gas lease attached as 

Exhibit "B" and for the primary term therein stated, As to such interests, the owner shall receive royalty on 

production as prescribed in the form of oil and gas lease attached hereto as Exhibit "B". Such party shall, 

however, be subject to all of the provisions of this agreement relating to lessees, to the extent that it owns 

the lessee interest. 

4. INTERESTS OF PARTIES 

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

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

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

-Section 2 
owned, by the parties as their interests are given in Exhibit "A"./ All production of oil and gas from the 

Unit Area, subject to the payment of lessor's royalties, shall also be owned by the parties in the same manner, 
— 2 — 

"Joint Loss" 



If any oil and gas lease covered by this agreement Is subject to an overriding royalty, production pay­

ment, or other charge over and above the usual one-eighth royalty, the party contributing that lease shall 

assume and alone bear all such excess obligations and shall account for them to the owners thereof out of its 

share of the working interest production of the Unit Area. 

5. OPERATOR OP UNIT 

S i n c l a i r O i l & Gas Company shall be the Operator of 

the Unit Area, and shall conduct and direct and have full control of all operations on the Unit Area as per­

mitted and required by, and within the 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 for losses sustained, 

or liabilities incurred, except Buch as may result from gross negligence or from breach of the provisions of 

this agreement. 
0. EMPLOYEES 

The number of employees and their selection, and the hours of labor and the compensation for services 
performed, shall be determined by Operator. All employees shail be the employees of Operator. 

7, TEST WELL 

On or before the day of__„ ; , 19 , Operator shall commence the drill­
ing of a well for oil and gas in the following location: 

NONE 

and shall thereafter continue the drilling of the well with due diligence to 

unless granite or other practically impenetrable substance ls encountered at a lesser depth or unless all parties 

agree to complete the well at a lesser depth. 

Operator shall make reasonable tests of all formations encountered during drilling which give indica­

tion of containing oil and gBS in quantities sufficient to test, unless this agreement shall be limited in its ap­

plication to a specific formation or formations, in which event Operator shall be required to test only the 

formation or formations to which this agreement may apply. 

If in Operator's judgment the well will not produce oil or gas in paying quantities, and it wishes to 

plug and abandon the test as a dry hole, it shall first secure the consent of all parties to the plugging, and the 

well shall then be plugged and abandoned as promptly as possible. 

8. COSTS AND EXPENSES 

Except as herein otherwise specifically provided, Operator shall promptly pay and discharge all costs 

and expenses incurred in the development and operation of the Unit Area pursuant to this agreement and shall 

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

provided ln the Accounting Procedure attached hereto and marked Exhibit "C". If 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 have the right from time to time to demand and receive from the other 

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

operations hereunder during the next succeeding month, which right may be exercised only by submission to 

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

of. Each 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 Operator its proportionate share of 

such estimate within fifteen (15) days after Buch estimate and invoice is received. If any party falls to pay its 

share of said estimate within said time, the amount due shall bear interest at the rate o f ^ & s ^ & t a x & s S r 3 ' 

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

that each party shall bear and pay its proportionate share of actual costs incurred, and no more. 
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». OPERATOR'S LIEN 

Operator Is given a first and preferred lien on the interest of each party covered by this contract, and 

in each party's interest In oil and gas produced and the proceeds thereof, and upon each party's interest in ma­

terial and equipment, to secure the payment of all sums due from 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 limited for payment thereof, Operator, without prejudice to 

other existing remedies, is authorized, at its election, to collect from the purchaser or purchasers of oil or gas. 

the proceeds accruing to the working interest or interests in the Unit Area of the delinquent ptrty up to the 

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

as to the amount owing by such party. 

In the event of the neglect or failure of any non-operating party to promptly pay its proportionate part 

of the cost and expense of development and operation when due, the other non-operating parties and Operator, 

within thirty (30) days after the rendition of statements therefor by Operator, shall proportionately contribute 

to the payment of such delinquent indebtedness and the non-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 such delinquent indebtedness, or upon any recovery 

on behalf of the non-operating parties under the lien conferred above, the amount or amounts so paid or re­

covered shall be distributed and paid by Operator to the other non-operating parties and Operator propor­

tionately in accordance with the contributions theretofore made by them. 

10. TERM OP AGREEMENT 

This agreement shall remain in full force and effect for as long as any of the oil and gas leases subjected 

to this agreement remain or are continued in force as to any part 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 well is producing oil or gas In paying quantities from the Unit Area, then at the end 

of ninety (90) days after abandonment of the first test well, this agreement shall terminate unless one or 

more of the parties are then engaged in drilling a well or wells pursuant to Section 12 hereof, or all parties 

have agreed to drill an edditional well or wells under this agreement, in which event this agreement shall con­

tinue in force until such well or wells shall have been drilled and completed. If production results there­

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

quantities, but if production In paying quantities does not result therefrom this agreement shall terminate 

at the end of ninety (90) days after abandonment of such well or wells. It is agreed, however, that the term­

ination of this agreement shall not relieve any party hereto from any liability which haa 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 agreement and except any well drilled pursuant to the provisions of Section 12 

of this agreement, it being understood that the consent to the drilling of a well shall include consent to all 

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

tankage; (b) No well shall be reworked, plugged back or deejjened except a well reworked, 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 and completlng*and equipping of. said well to produce, including necessary tank­

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

excess of Rlva Thnussnd'. -TinHa™ f j 5,0Q0.0Q ) 

except in connection with a well the drilling, reworking, deepening, or plugging back of which has been pre­
viously authorized by or pursuant to this agreement; provided, however, that in case of explosion, fire, flood, 
or other sudden emergency, whether of the same or 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, BS promptly as possible, report the emergency to the other parties. Operator shall, upon 
request, furnish copies of its "Authority for Expenditures" for any single project costing in ex­

cess of 12,500.00 

* See Section 30(c) for additional provision. 



12. OPERATIONS BY LESS THAN ALL PARTIES 

If aU the parties cannot mutually agree upon the drilling of sny well on the Unit Ares other than the 

test well provided for in Section 7, or upon the reworking, deepening or plugging back 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 or plug back such a well 

may give the other parties written notice of the proposed operation, specifying the work to be performed, 

the location, proposed depth, objective formation and the estimated cost of the operation. The parties receiv­

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

a drilling rig is on location, the period shall be limited to forty-eight (48) hours exclusive of Saturday or Sun-

JOT a hpliday] 
day)/after receipt of the notice within which to notify the parties wishing to do the work whether they elect 

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

it within the period above fixed shall constitute an election by that party not to participate in the coat of the 

proposed operation, 

If any party receiving such a notice elects net to participate in the proposed operation (such party or 

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

of this section, the party or parties giving the notice and such other parties as shall elect to participate in the 

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

days after the expiration of the notice period of thirty (30) days (or as promptly as possible after the expir­

ation of the 48-hour period where the drilling rig is on location, as the ease may be) actually commence work 

On the proposed operation and complete it with due diligence. 

The entire cost and risk Of conducting such operations shall be borne by the Consenting Parties in the 

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

Parties, Consenting Parties shall keep the leasehold estates involved In such operations free and clear of all 

liens and encumbrances of every kind created by or arising from the operations of the Consenting Parties. If 

such an operation results in a dry hole, the Consenting Parties shall plug and abandon the well at their sole 

cost, risk and expense. If any well drilled, reworked, deepened or plugged back under the provisions of this 

section results in a producer of oil and/or gas ln paying quantities, the Consenting Parties shall complete and 

equip the well to produce at their sole cost and risk, and the well shall then be turned over to Operator and 

shall 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 back of any such well by Consenting Parties 

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

quished to Consenting Parties, and the Consenting Parties shall own and be entitled to receive, in proportion 

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

rights, and share of production therefrom until the proceeds or market value thereof (after deducting pro­

duction taxes, royalty, overriding royalty and other interests payable out of or measured by the production 

from such well accruing with respect to such interest until it reverts) shall equal the total of the following; 

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

beyond the wellhead connections (including, but not limited to, stock tanks, separators, treaters, 

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 and continuing until each such Non-Consenting 

Party's relinquished interest shall revert to It under other provisions of this section, it being agreed that 

each Non-Consenting Party's share of such costs and equipment will be that interest which would have 

been chargeable to each Non-Consenting Party had it participated in the well from the beginning of 

the operation; and 

(B) 200% of that portion of the costs and expenses of drilling, reworking, deepening or plugging back, 

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

of that portion of the cost of newly acquired equipment in the well (to and including the wellhead 

connections), which would have been chargeable to such Non-Consenting Party if it had participated 

therein. 



In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall 

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

6uch 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 itemised statement of the cost of drilling, deepening, 

plugging back, testing, completing, and equipping the well for produciion; 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 Consenting Parties shall furnish the Non-Consenting Parties 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 realiied 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

senting Party had it participated therein shall be credited against the total unretumed costs of the work done 

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

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

If and when the Consenting Parties recover from a Non-Consenting Party's relinquished interest the 

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

revert to it 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 material and equipment in or pertaining thereto, 

end 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 

Jtocswdxagraô ^ by the governmental agency having Jurisdiction. 

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, if 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. 

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 its 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. 

Esch party shall execute all division orders and contracts of sale pertaining to its Interest in produc­

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

thereof for its share of all production. 

— 6 — 
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In the event any party shall fail to make ihe arrangements necersary to take ln kind or separately 

dispose of its proportionate share of the oil and gas produced from the Unit Area, Operator shall have the 

right, subject to revocation at will by the party owning it, but 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 and gas not previously delivered to a purchaser. Notwithstanding the foregoing. Operator thall not 

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

otfce*^x«}KX»KXKXp6»?xa^^ obtaining auch other party'a WTittan consent. 

14. ACCESS TO UNIT AREA 

Each party 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 Operator's books and records relating thereto. Operator shall, upon request, 

furnish each of the other parties with copies of all drilling reports, well logs, tank tables, daily gauge and 

run tickets and reports of stock 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. DRILLING CONTRACTS 

All wells drilled on the Unit Area shall be drilled on a competitive contract basis at the usual rates 

prevailing in the area, Operator, if it so desires, may employ its own tools and equipment in the drilling 

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

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

work shall be performed by Operator under the same terms find conditions as shall be customary and usual 

In the field in contracts of independent contractors who are doing work of a similar nature. 

I«. ABANDONMENT OF WELLS 

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

which the Consenting Parties have not been fully 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, 

if all parties do not agree to the abandonment 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 accordance with 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-

abandoning parties, without warranty, express or implied, as to title or as to quantity, quality, or fitness for use 

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

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

to production. The 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 percentages of participation in the Unit Area to the aggregate of the percentages or partici­

pation In the Unit Area of all assignees, There shall be no readjustment of interest in the remaining portion 

of the Unit Area, 

After the assignment, the assignors shall have no further responsibility, liability, or Interest in the 

operation of or production from the well in the interval or intervals then open. Upon request of the assignees, 

Operator shell continue to operate the assigned well for the account of the non-abandoning parties at the 

rates and charges contemplated by this agreement, plus any additional cost and charges which may arise as 

the result of the separate ownership of the assigned well. 



17. DELAY RENTALS AND SHUT-IN WELL PAYMENTS 

Each parly shall pay all delay rentals and shut-in well payments which may be required under the 

terms of its lease or leases and submit evidence of each payment to the other parties at least ten (10) days 

prior to the payment date, The paying party shall be reimbursed by Operator for 100% of any such delay 

rental payment and 100% of any such shut-in well payment. The amount of such reimbursement shall be 

charged by Operator to the joint account of the parties and treated in all respects the same as costs incurred 

in the development and operation of the Unit Area. Each party responsible for such payments shall diligently 

attempt to make proper payment, but shall not be held liable to the other parties in damages for the loss of 

any lease or interest therein if, through mistake or oversight, any rental or shut-in well payment is not paid 

or is erroneously paid. The loss of any lease or interest therein which results from a failure to pay or an er­

roneous payment of rental or shut-in well payment shall be ft joint loss and there shall be no readjustment of 

interests in the remaining portion of the Unit Area. If any party secures a new lease covering the terminated 

interest, such acquisition shall be subject to the provisions of Paragraph 22 of this agreement. 

Operator shall promptly notify each other party hereto of the date on which any gas well located on 

the Unit Area is shut in and the reason therefor. 

18. PREFERENTIAL RIGHT TO PURCHASE 

* Should any ports' daniro te-sell all OP any port ef its interests under *hio contract, at ito erghte and iwy 

terests in the Unit Area, it shall promptly give written notice to the other parties, with full inforrna*ioncon-

cernlng its proposed sale, which shall include the name and address of the prospectivejjwrtnasex (who must 

be ready, willing and able to purchase), the purchase price, and all other termj^efthejffer. The other parties 

shall then have an optional prior right, for a period of ten (10) daj*-*ffer receipt of the notice, to purchase 

on the same terms and conditions the interest which the o£h*r1jarty proposes to sell; and. if this optional right 

is exercised, the purchasing parties shall sharetb»-iJurchased interest in the proportions that the Interest of 

each bears to the total interest of allj3tu«mftsing parties. However, there shall be no preferential right to pur­

chase in those cases where apy'p'arty wishes to mortgage its interests, or to dispose of Its interests by merger, 

reorganization, cojpeifflation, or sale of all of its assets, or a sale or transfer of its interests to a subsidiary or 

parentcp*Tp"any, or subsidiary of a parent company, or to any company in which any one party own* a ma-

•JcfUy eMho ntoolii 

Should a sale be made by Operator of its rights and interests, the other parties shall have the right 

within sixty (60) days after the date of such sale, by majority vote in interest, to select a new Operator. If 

a new Operator is not so selected, the transferee of the present Operator shall assume the duties of and act as 

Operator. In either case, the retiring Operator shall continue to serve as Operator, and discharge its duties 

in that capacity under this agreement, until its successor Operator is selected and begins to function, but the 

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

the sale of ita rights and interests has been completed. 

— 8 — 
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19. MAINTENANCE OF UNIT OWNERSHIP 

For the purpose of maintaining uniformity of ownership in the oil and gas leasehold interests oovered by 

this contract, and notwithstanding any other provisions to the contrary, no party shall sell, encumber, transfer 

or make other disposition of its interest in the leases embraced within the Unit Area and in wells, equipment 

and production unless such disposition covers either; 

(1) the entire interest of the party in aU leases and equipment and production; or 

(2) an equal undivided Interest In all leases and equipment and production in the Unit Area, 

Every such sale, encumbrance, transfer or other disposition made by any party shall be made expressly 
w i t h assumption of ob l iga t ions hereunder i n , w r i t i n g by assignee, 

subject to this agreement/and shall be made without prejudice to the rights of throther parties. 

If at any time the interest of any party ts divided among and owned by four or more co-owners, Opera­

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

ceive notices, approve expenditures, receive billings for and approve and 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 operations embraced in this contract; however, all such co-owners shall enter into and execute 

all contracts 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. 

20. RESIGNATION OF OPERATOR 

Operator may resign from its duties and obligations ss Operator at any time upon written notice of not 

less than ninety (90) days given to all other parties. In this case, all parties to this contract shall select by 

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

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

all records and information necessary to the discharge by the new Operator of its duties and obligations. 

21. LIABILITY 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 each party to Operator in Section 9 is given to se­

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

be construed as creating, a mining or other partnership or association, or to render them liable as partners, 

22. RENEWAL OR EXTENSION OF LEASES 

If any party secures a renewal of any oil and gas lease subject to this contract, each and all of the other 

parties shall be notified promptly, and shall have the right to participate in the ownership of the renewal lease 

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

shall be in proportion to the interests held at that time by the parties in the Unit Area. 

If some, but less than all, of the parties elect to participate in the purchase of a renewal lease, it shall 

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

tive percentage of participation ln 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. 

Each party who participates in the purchase of a renewal lease shall be given an assignment of its pro­

portionate interest therein by the acquiring party. 

The provisions of this section shall apply to renewal leases whether they are for the entire interest 

covered by the expiring lease or cover only a portion of its area or an interest therein. Any renewal lease 

taken before the expiration of its predecessor lefl.se, or taken br contracted for within six (8) months after 

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

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

shall not be subject to the provisions of this section. 

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



23. SURRENDER OF LEASES 

The leases covered by this agreement, In so far as they embrace acreage In the Unit Area, shall not be 

surrendered 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 assign, without express or implied 

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

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

surrender it. Upon such assignment, the assigning party shall be relieved from 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 the lea?e assigned and its equipment and production. 

The parties assignee shall pay to the party assignor the reasonable salvage value of the latter's interest in any 

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

less the estimated cost of salvaging and the estimated cost of plugging and abandoning. If 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, ln the balance of the Unit Area; arid 

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

terms and provisions of this agreement. 

24. ACREAGE OR CASH CONTRIBUTIONS 

If 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 against the cost of such drilling or other °V* rtygfiQ^$, 

the contribution be in the form of acreage, the party to whom the contribution is made shall promptly XSttOXK 

an assignment of the acreage, without warranty of title, to all parties to this agreement in proportion to their 

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. 

25. PROVISION CONCERNING TAXATION 

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

1854, 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. If 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 Interhal Revenue Code of 1954 above referred to under which a similar election ts 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. If 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 assessed thereon before they become delin­

quent. Operator shall bill all other parties 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 within the time and manner prescribed by law, and prosecute the protest to a final determination, unless 

all parties agree to abandon the protest prior to final determination. When any such protested valuation shall 

have been finally determined, Operator shall pay the assessment for the joint account, 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". 



26. INSURANCE 
(a) Operator shall at a l l times during the term of this agreement 
carry insurance to protect the parties hereto as set forth ln Exhibit 
"D" hereto attached and made a part hereof, and no other insurance for 
the benefit of the parties in connection with operations under this 
agreement shall be carried by Operator, and no change In the insurance 
set forth in Exhibit "D" shall be made unless agreed to in writing. 
(b) Operator shall require a l l contractors performing work under this 
agreement to carry insurance as set forth in Exhibit "E11 attached 
hereto and made a part hereof. 

{C ^In 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 in­

surance for operator's fully owned automotive equipment. 

27. CLAIMS AND LAWSUITS 

If 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 lease or oil and gas interest subjected to this con­

tract, it 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 defense of suits, together with the amount paid to discharge 

any final judgment, shall be considered costs of operation and 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 parties; if outside counsel 

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

charged to all of the parties in proportion to their then interests in the Unit Area. The provisions of this 

paragraph shall not be applied in any instance where the loss which 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 party or parties concerned. 

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

count of all parties, shall be handled by Operator and its attorneys, the settlement 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, if settled, the sums paid in settlement shall be charged os rvpense to 

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

28. FORCE MAJEURE 

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

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

prompt written notice of the force majeure with reasonably full particulars concerning it; 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 within the discretion of the party concerned. 

The term ''force majeure" as here employed shall mean an act of God, strike, lockout, 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 within the control of the party claiming suspension, 

29. NOTICES 

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

agreement, shall, unless otherwise specifically provided, be given in writing by United States mail or Western 

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



addresses listed on Exhibit "A". The originating notice to be given under any provision hereof shall be deemed 

given only when received by the party to whom such notice is directed and the time for such party to give any 

notice in response thereto shall run from the date the originating notice is received. The second or any re­

sponsive notice fhell be deemed given when deposited in the United States mail or with the Western Union 

Telegraph Company, with postage or charges prepaid. Each party shall have the right to change Its address 

at any time, and from time to time, by giving written notice thereof to all other parties. 

30. OTHER CONDITIONS, IF ANY, ARE: 
(a) No well shall be drilled in the Unit Area until after title to the drillaite 

leaee haa been examined by an attorney approved by al l parties participating in the 
Coat of Che well, and the title haa been approved by aaid examining attorney and the 
title has been accepted by a l l parties participating in the costs. All costs incurred 
in connection with examining titles shall be charged to the joint account of the parti 
hereto. 

(b) This Operating Agreement is subject to all the terms and proviaions of that 
certain Farmout Agreement between John fl. Trigg, et ux, and Sinclair Oil & Gas Company 
dated November 6. 1966 . which by reference is incorporated herein foT a l l 
purposes. 

<c) In spite of any provision to the contrary appearing in Section 11 hereof, 
consent to the drilling of a well ahall not be deemed as consent to the setting of 
of casing and a completion attempt. After any well drilled pursuant to this agree­
ment has reached its authorized depth, Operator shall give immediate notice to Non-
Operators, The parties receiving such notice shall have forty-eight (48) hours 
(exclusive of Saturday or Sunday or legal holidays) in which to elect whether or not 
they desire to sec casing and to participate in a completion attempt. Failure of a 
party receiving auch notice so to reply within the period above fixed ahall constitute 
an election by that party not to participate in the cost of a completion attempt. I f 
al l of the parties elect to plug and abandon the well, Operator shall plug and abandon 
same at the expense of al l of the parties. I f one or more, but less than a l l , of the 
parties elect to set pipe and to attempt a completion, the provisions of Section 12 
shall apply to the operations thereafter conducted by less than a l l parties. 



This agreement may be signed in counterpart, and shall be binding upon the parties and upon their heirs, 

successors, representatives and assigns. 

SINCLAIR OIL & QAS COMPANY 
ATTEST; 

By-

Assistant Secretary 
Vice President 

O P E R A T O R 

ATTEST: 

_ John H, Trigg 

ATTEST; 

Pauline V. Trigg 

— 13 — 
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ACCOUNTING PROCEDURE 
(JOINT OPERATIONS) 

I. GENERAL PROVISIONS 

l* ^otet Property" ihall mean the real and personal property subject to the agreement to which this "Accounting Pro-
^int* O^raUont"' shall mesn all operations necessary or proper for the development, operation, protection and 
maintenance of the Joint Property, _ 
"Operator" shall mean the party designated to conduct the Joint Operations. 
"Non-Operatora" shall mean the nonoperating parties, whether one or more. 
"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. 
"Partis*" shall mean Operator and Non-Operators. 
"Material" shall mean personal property, equipment or supplies acquired or held for use on the Joint Property. 
"Controllable Material" shall mean material which at the time is so classified in the Material Classification Manual 
aa most recently recommended by the Council of Petroleum Accountants Societies of North America. 

t, Conflict wttb Agreement 
In the event of a conflict between the provisions of this Accounting Procedure and the provisions of the agree­
ment to which this Accounting Procedure is attached, the provisions of the agreement shall control. 

S, Collective Action by Non-Operators 
Whers an agreement or other action of Non-Operators is expressly required under this Accounting Procedure 
and if the agreement to which this Accounting Procedure is attached contains no contrary provisions in regard 
thereto, the agreement or action of a majority in interest of the Non-Operators shall be controlling on all Non-
Operatora. 

4. Statements and Billings 
Operator shall bill 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 will be accompanied by statements reflecting the total charges 
end credits as set forth under Subparagraph C»«~ below: 
A. Statement in detail of all charges and credits to the Joint Account. 
B. Statement of all charges and credits to the Joint Account, summarised by appropriate classifications indicative 

of the nature thereof. 
C. Statement of all charges and credits to the Joint Account summarized by appropriate classifications Indicative 

of the nature thereof, except that items of Controllable Material and unusual charges and credits shall be detailed. 
I. Payment and Advance* by Non-Operators 

Each Non-Operator shall pay its proportion of all such bills within fifteen (15) days after receipt thereof. If pay­
ment is not made within such time, the unpaid balance shall bear interest at the rate of sixTTCHjnte^&dxpitr . 
annum until paid, eigne VST.) f t t cent per 

f. Adjustments 
Payment of any such bills shall not prejudice the right of any Non-Operators 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 excep­
tion 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 shail not prevent adjust­
ments resulting from a physical inventory of the Joint Property as provided for in Section VII. 

T. AadiU 
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 sn audit shall not ex­
tend the time for the taking of written exception to and the adjustment of accounts as provided for in Paragraph 
9 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 will result in a minimum of Inconvenience to 
the Operator. 

II. DIRECT CHARGES 
Subje<t te limitations hereinafter prescribed, Operator shall charge the Joint Account with the following items: 

1. Rentals and Royalties 
Delay or other rentals and royalties when such rentals and royalties are paid by Operator for the Joint Account 
of the Parties, 

5. Labor 
A. Salaries and wages of Operator's employees directly engaged on the Joint Property in the conduct of the Joint 

Operations, and salaries or wages of technical employees who are temporarily assigned to and directly 
employed on the Joint Property. 

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 II 
and Paragraph 1 of Section III; 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 1 of Section III, not more than the same 
pro rata portion of the benefits and allowances herein provided for shail 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 
•mount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this Section II and Para­
graph 1 of Section III. If 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 sre ap­
plicable to Operator'i labor cost of salaries and wages chargeable to the Joint Account under Paragraphs 2A 
•nd 2B of this Section II and Paragraph J of Section III. * ^ 

D. Reasonable personal expenses of those employees whose salaries end wage* are chargeable to (he Joint Account 
u,nuaYprVctfce" " '" d ' * I " M " 0 l " ^ ° > e e s 8 r e ™mbursed under Operator's 



MI Mo" cur" n cost of established plan, for employed group life Insurance, hospitalization pension, retire. 
, n lock pu -chaw thrift, bonus, and other benefit plans of a like nature, applicable to Operator s labor cost; pro-
S hoover. i i total of such charges shall not exceed ten percent (10^) of Operstor', labor cost, chargeable 

,lu> Joint Account under Taracrsphs 2A and 2B of this Section II and Paragraph 1 of Section III. 

Material M!I, m purchased or furnished by Operator for use on the Joint Property. So far as it is reasonable' practi-
cil and consistent wilh rffieir-nl and economical operation, only such Material shall be purchased for or ^nsferred 
to the Joint Property as may be required for immediate use: and the accumulation of surplus stocks shall be avoided. 

$ ' Transporulion of employees and Material nrcrssary for the Joint Operations but subjert to the following limitations: 
A If Material Is moved to the Joint Property from tho Operator's warehouse or othetvpropcrties, no charge shall 

be mode to the Joint Account for a distance Rreater than the distance from the nearesl reliable supply store or 
railway receiving point where like material is available, except by agreement with Non-Operators. 

B If surplus Msterial is moved to Operator's warehouse or other storage point, no charge s.hall be made to the 
Joint Account for a distance greater than the distance to the nearest reliable supply store or railway receiving 
point, except by agreement with Non-Operators, No charge shall be made to Joint Account for moving Material 
to other properties belonging to Operator, except by agreement with 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. 

' A*IThe cost of contract services and utilities procured from outside sources other than services covered by Para­
graph 8 of this Section 11 and Paragraph 2 of Section III. 

B. Use and service of equipment and facilities furnished by Operator as provided in Paragraph 5 of Section IV. 
7. Damages and Losses to Joinl Property 

All costs oi 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 any 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 . 
All 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, attorneys 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 III), ex­
cept by agreement with Non-Operators, and (b) no charge shall be made for the fees and expenses of outside at­
torneys unless the employment of such attorneys is agreed to by Operator and Non-Operstors. 

9. Taxes . 
All 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 hive been paid by the Operator for the benefit of the Parties. 

10. Insurance Premiums 
Premiums paid for insurance required to be carried on the Joint Property for the protection of the Parties, 

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. 

III. INDIRECT CHARGES 
Operator may charge the Joint Account for indirect costs either by use of an allocation of district expense items plus a 
fixed rate for administrative overhead, and plus the warehousing charges, all as provided for m Paragraphs 1, 2, and 3 of 
this Section III OR by combining all three of said items under the fixed rate provided for in Paragraph 4 of this Section 
III, as indicated next below: 

OPERATOR SHALL CHARGE THE JOINT ACCOUNT UNDER THE TERMS OF: 
• Paragraphs 1, 2 and 3. (Allocation of district expense plus fixed rate for administrative overhead plus 

warehousing.) 
EJ Paragraph 4. (Combined fixed rate) 

1. District Expanse 
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 allocated 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 neces­
sary sub-offices (If any), maintained for the convenience 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. 

2. Administrative Overhead 
Operator shall charge administrative overhead to the Joint Account at the following rates, which charge shall be in 
Heu of the cost and expense of all offices of the Operator not covered by Paragraph 1 of this Section III, including 
salaries, wages and expenses of personnel assigned to such offices. Such charges shall be in addition to the salaries, 
wages and expenses of employees of Operator authorized to be charged as direct charges as provided in Paragraphs 
2 and 8 of Section II. 

WELL BASIS (RATE PER WELL PER MONTH) 
PRODUCING W I W ( tAYt 
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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 
this Paragraph 2 of Section III. unless such cost and expense are agreed upon between Operator and Non-Operators 
al a direct charge to the Joint Account. . 



3 Oi»era<or> FuUv Owned Warehouse Operatic snd Miiinlcnancc Expense 
' (Describe fully'the agreed pica dure io hr fnttuwrd Uy the Operaior ) 

*' o ^ ^ ' * ^ S ^ J n i n t Account for the services covered by Paragraph 1, 2 and 3 of this Section III, the 
following fixed per well rates: 

WELL BASIS (RATE PER WELL PER MONTH) 
—~" eftoowciNC win. tA?C 

P K I U I M G W I L L SATS C»>fi«t >rodutld« P«p>M 
( U l , T » » l P«pHl) — All W. IU 

w.« ̂  i~* »»» wotsk. a»uhi 22112 
0' - 6,000' S 425 $ 85 $ 75 $ 65 

4,000' - 8,000' 550 105 95 « 
6,000' -12,000' 650 125 115 105 
Below 12,000' 750 U O 130 120 

Said fixed rate fcjhw&i (shall not) include salaries and expenses of production foremen, 
6. Application of Administrative Overhead or Combined Fixed Rates „ A . 

The following limitations, instructions and charges shall apply in the application of the per well rates as provided 
under either Paragraph 2 or Paragraph 4 of this Section III: j ,nn„„ n r 

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 or 
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 utilised for water flooding 

operations and salt water disposal wells shall be considered the same as producing 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. When such a well is plugged a charge shall be made 
at the producing well rates. 

(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 or workover rig 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 full 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, all wells capable of producing 
will be counted in determining the charge. 

(5) Oas 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 horisons, in which the production is not commingled down hole, shell be con­
sidered as a producing well for each separately producing horizon, 

C. The well rates shall apply to the total number of wells being drilled or operated under the agreement to which 
this Accounting Procedure is attached, irrespective of individual leases, 

D. The well rates shall be adjusted on the first day of April of each year following the effective date of the agree­
ment 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 
end 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. The adjusted rates shr 11 be the rates currently 
in use, plus or minus the computed adjustment. 

' U U specifically understood that tht ikô o oTcrhond rates sppty ©nty to drilling.and producing operations *«w 
Are not Intended to cover tha construction or operation of additional facilities such s i , Vut not Halted to, 
tuollM plants, ewrptoiior plants, r«pr«saurlna. projects, n i t watar dlspoaal facilities, end ilmtlar Installs* 
tions. If *t any CIMO sny or sll of the.* a becomo necasinry to th* opci/itlon, • acparnt* ajraamont will be 
raachad relative to sn ov«rh«*d chart,* snd Allocation of district «xpop»«, ' ' 

Vy. . ' ...v,":'.'„' ., . , . . ,. : .•:•„• s - v ••• 
7. "The spec') tic rates provided'tor in this Section II 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. 
IV. BASIS OF CHARGES TO JOINT ACCOUNT 

Subject to the further provisions of this Section IV, Operator will procure all Material and services for the Joint Prop­
erty. At the Operator's option, Non-Operator 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 dis­
counts actually received. 

Z. Material furnished from Operator's Warehouse or Other Properties 
A. New Material (Condition "A") 

(1) Tubular goods, two inch (2") snd over, shall be priced on Eastern Mill base (I, e. Youngstown, Ohio; Lorain, 
Ohio; and Indiana Harbor, Indiana) on a minimum carload basis effective at date of movement and f. o. b, 
railway receiving point nearest the Joint Property, regardless of quantity. In equalized hauling charges, 
Operator is permitted to include ten cents (10c) per hundred-weight on all tubular goods furnished from 
his stocks in lieu of loading and unloading costs sustained. 

(2) Other Material 6hall 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 available. 

(3) The Joint Account shall not be credited with cash discounts applicable to prices provided for in this Para­
graph 2 of Section IV. 

B. Used Material (Condition "8" and "C") 
(J) 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 cannot be classified a* Condition "B" but which, 

(a) After reconditioning will be further serviceable for original function as good secondhand Material 
(Condition "B"), or 

(b) Is serviceable for orlg-.ial function but substantially not suitable for reconditioning, shall be classifi­
ed as Condition "C" and priced at fifty per cent (50'%) of current new price. 

(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 
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some umer purpose, snaii oe ptieed on a DB&IS comparable wun tnai ot items normally used for sucn otner 
purpose 

(4) Material involving erection costs shall He charged »t applicable percentage of the current knocked-down 
orice of n*ut*Aia4a*l*l. 

" ^ ' ^ ^ { ^ I V ^ T n o t «* euBtomrtry supply point and at price specified 
I r t h ' V T : T b 0 e : , U , 0 ° f M H * n a X oamraoncle., strikes or other ungual ou,os ovor 

a l ! t L 2 c i t r o i , tho OpnrnGor m,,y char8Q the joint Account for the required mntorlnl* on tha 
nnd n ' ; ; i ; C

 o : : ; ; W ' l ™ t n « *« proenrlna inch ntit.rl.le, in mnkin?, U suitable for 
nialed to Hon"o, l r , ! L « , M l 0 C O t l ° n ' P 1 ^ 1 ^ ' 1 - ^wcver, that at least tan d«y* prior notice In vrttlnc Is f«r-

1 1 [ l l u L I V P T * ° C t °? t 0 b ° t a k o n b< t n obMlnl« 8 or supplying the materiel 
SJ «• e S S t K Ld i n f i f i V h * P ™ 1 " 1 ™ P.»ronrsph, whereupon Mnn-Opttelnr shall have the rl<tht 

I kind or S n " " ! 2 e f „ ° ' W i t l ' l n • g e , , U n A * y * flfeer vocclvlng notice Evom tho Operator, to furninh 
-toraco p"„J v rhi^n cn»»a«SlI a ? \ m o y ^ I V 0 t n a r t " » f c ""Wing point, or Opntntor's 

P0ln"otKr l t V« i ° « " ™ t w r \ *™|«P«tntlon cost, on any auch motorlM f»rnl»hnd by Non-Opovotor, at any 
» .grapt? - S ^ ^ o J l r a o°r r n i . S ^ 1 5° ^ J " " ^ ' " C h W«"-Op««lor. tf, pum.ant to thi provision, of thin ' 
cfcch Oonrator .nd n« ? £ ?! J 0 " " " 1 a m , / o r «^tPmc,nt in kind, appropriate adjustment, of accounts be-
quSmene r.qllr.2 !o I ^ H " * " \ ' , , W d e • , 0 ^ r a t o r ««™« to acquire tho « . « . . . r y ahort supplies and 

a'2 K « K P'OV dS 1 d S ! t T r ^ 0 n * , U p , , n C h S j 0 l n t l y 0 V M d P"»t««"e»'' «"«8« joint "count there let h.ram provided u n l „ . Hen-Oper.tor oUct. to supply a U or part of a a mo within tho specified period of time. . 

against Joint Property operations. Rates for laboratory services shall not exceed those currently prevailing if 
performed by outside service laboratories. Rates for trucks, tractors and well service units may include wages 
and expenses of operator. 

B. Whenever requested, Operator shall inform Non-Operators ln 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 Condi­
tion "A" or "B" Material. The disposition of surplus Controllable Material, not purchased by Operator, shall be subject 
to agreement between Operator and Non-Operators, provided Operator shall dispose of normal accumulations of junk 
and scrap Material either by transfer or sale from the Joint Property. 
1. Material Purchased by the Operstor or Non-Operator* 

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, if made between Operator and Non-Operators, shall be in proportion to the respective 
interests ln such Material, The Parties will thereupon be charged individually with the value of the Material re­
ceived or receivable. Proper credits shall be made by the Operator in the monthly statement of operations. 

3. Sales to Outsider* 
Sales to outsiders of Material from the Joint Property shall be credited by Operstor 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. 

VI. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT 
Material purchased by either Operator or Non-Operators or divided in kind, unless otherwise agreed to between 
Operator and Non-Operators shall be priced on the following basis: 

1. New Price Defined 
New price as used in this Section VI 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). 

2. 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 (15%) of current new price if Material was eharged to Joint Account as new, or 
B. At sixty-five per cent (65%) of current new price if Material was originally charged to the Joint Account as 

secondhand at seventy-five percent (78%) of new price. 
4. Other Used Material 

Used Material (Condition "C"), at fifty 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 3 B of this Section VI, 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, 

VII. INVENTORIES 
The Operator shall maintain detailed records of Material generally considered controllable by the Industry, 

1. Periodic Inventories, Notice and Representation 
At reasonable intervals, inventories shall be taken by Operator of the Joint Account Material, which shall include 
all such Material as is ordinarily, considered controllable. Written notice of intention to take inventory shall be 
given by Operator at lesst thirty (30) days before any inventory is to begin so that Non-Operators may be repre­
sented 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, who shall in that event furnish Non-Operators with a copy 
thereof. 

2. Reconciliation and Adjustment of Inventories 
Reconciliation of inventory with charges to the Joint Account shall be made, and a list of overages and shortages 
shall be jointly determined by Operator and Non-Operators. Inventory adjustments shall be made by Operator 
with the Joint Account for overages and shortages, but Operator shsll be held accountable to Non-Operator only 
for shortages due to lack of reasonable diligence. 

3. Special Inventories 
Special Inventories may be taken whenever there ls any sale or change of interest in the Joint Property. It shall be 
the duty of the party selling to notify all other Parties as quickly as possible after the transfer of Interest takes 
place. In such cases, both the seller and the purchaser shall be governed by such inventory. 
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I N S U R A N C E 

EXHIBIT D —Operator shall at all times during the term of this Agreement Carry insurance to protect the parties hereto as 
follows: 

(1) Workmen's compensation snd occupational disease insurance as required by the laws of the state or states in which 
operations will be conducted and employers' liability insurance with a limit of not less than #100,000. 

(2) Comprehensive general public liability insurance, excluding products liability insurance, with limits of not less than: 
#100,000 applicable to bodily injury, sickness or death of sny one person and #100,000 for more than one person in any one 
accident, tna #100,000 for loss of Or damage to property in any one accident and #100,000 aggregate limit applicable to all loss 
of or damage to property during the policy period. 

(3) Automobile public liability insurance covering all automotive equipment used in performance of work under this 
agreement with limits of not less than: #100,000 applicable to bodily injury, sickness or death of any one person and #100,000 
for more than one person in sny one accident, and #25,000 for loss of or damage to property in any one accident. 

If automotive equipment used is owned exclusively by Operator, no charge will be made to the Joint Account for premiums 
for this coverage except as provided in Section III, Paragraph 5 of the Accounting Procedure. 

EXHIBITE —Operator shsll require ail contractors performing work under this Agreement to carry the following insurance; 

(1) Workmen'i compensation and occupational disease insurance as required by the laws of the state or states in which oper. 
stions will be conducted and employers' liability insurance with a limit of not less than #100,000. 

(2) Comprehensive general public liability insurance with limits of not less than: #100,000 applicable to bodily injury, sick-
ness or death of sny one person and #100,000 for more than one 'person in any one accident, and #100,000 for loss of or damage to 
property in sny one accident tnd #100,000 aggregate limit applicable to all loss of or damage to property during the policy period. 

(3) Automobile public liability insurance covering all automotive equipment used in performance of work under this agree, 
ment with limits of not less than: #100,000 applicable to bodily injury, sickness or death of any one person and #100,000 for 
more thin one person in any one accident, and #25.000 for loss of or damage to property in any one accident. 



UK IMS.) 
04/ZS/S2 13-.il B"915 686 7806 NPf.Midland 

'• - DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

»-»-» KEMP SMITH MID. 121003 

TRANSFER OF OPERATING RIGHTS (SUBLEASE) IN A 
LEASE FOR OIL AND GAS OR GEOTHERMAL RESOURCES 

Mineral Leasing Act of 1920 (30 U.S.C. 181 ct seq.) 
Act for Acquired Lands of 1947 (30 U-S.C. 351-359) 
Geothermal Steam Act of 1970 (30 U.S-C. 1001-1025) 

Department of lhe Interior Appropriations Act. Fiscal Year 1981 (42 U.S.C. 6508) 

0MB NO. 1004-0034 
Expires: August 31, 1989 

Lease Serial No. 

NM LC-060122 

Type or print plainly In Ink and sign ln Ink. " ~ 

PART A: TRANSFER 
Transferee (Sublessee)* c a r l e s E . N e arburg D/B/A Nearburg Exploration Company 
S t r e e t P. 0. Box 823085 
City, State. ZIP Code D a l l a s > I e x a s 75382-3085 

more than one transferee, check here • and list (he namc(s) and addressfes) of all additional transferees on the reverse of this form or on a 
irate attached sheet or paper. 

> transfer is for: (Qieck one) XX Oil and Gas Lease, br • Geothcrmsl Lease 

rest conveyed: (Ciec* one or both, as opprapnate) Ri Operating Rights (sublease) Q Overriding Royalty, payment out of production or other 
similar interests or payments 

fliis transfer (sublease) conveys the following interest: 
Land Description Percent of Interest Percent of 

lions! rpace on reverse, if needed. Do noc submit documents or agreements other limi 
brrn; inch documents or agreements shall only be referenced herein. 

3 

0*n«d Conveyed Retained Overriding Royilty 
or Similar Interests 

lions! rpace on reverse, if needed. Do noc submit documents or agreements other limi 
brrn; inch documents or agreements shall only be referenced herein. 

3 b e d 

Reserved 

e 

Previously 
reserved 

or conveyed 
f 

Dwnship-18-South, Rartge-27-East 
sction 27: North Half (N/2) 
idy County, New Mexico 

50% 50% 0% 0% 3.125Z 

mited in depth co 10,035' 

FOR BLM USE ONLY—DO NOT WRITE BELOW THIS LINE 

THE UNITED STATES OF AMERICA 

transfer Is approved solely for administrative purposes. Approval does not warrant that either party to (his transfer holds legal or equitable 
lo this lease. 

ranjfer approved effective 

(Authorized Officer) (Title) (Date) 
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»-n'/» iLoilUnuea). *DL>i ilUNAL.il-Ai.u Iw H-imes and aduic»cs ol additions! tiaiwtefecs m licin Nu. 1. il needed, or lor Land IJestriptiuu in Item No. I il needed. 

PART B: CERTIFICATION AND REQUEST FOR APPROVAL 

1. The transferor certifies as owner of m interest in the above designated lease iliat he/she hereby transfers to the above transferee^) ihe rights specified above. ' 

2. Transferee certifies as follows; (a) Transferee is a citizen of the United Slates: an association of such citizens: a municipality; or a corporation organized under the laws 
or the United Slates or of any State or territory thereof. For the transferor NPR-A leases, transferee "is a citizen, national, or resident alien of the United Stales or associations 
of auch citizens, nationals, resident aliens or private, public or municipal corptwtfons. (b) Transferee is not considered a minor under the laws ofthe. Stale in which 
the Lands covered by this transfer are located: (c) Transferee's chargeable interests, direct and indirect, in either public domain or acquired Lands, do not exceed 200.000 
acrea in oil and gas option* ur 244.080 in oil and gas leases in the same Slate, or 300.000 acres in leases and 200.000 acres in options in each leasing District in Alaska, 
if this is no oil and gas tease issued in accordance with the Mineral Leasing Act of 1920 or 51.200 acres in any one slate If this is a geothermal lease; and (d) All parties 
holding an interest in the transfer arc otherwise in compliance with the regulations (43 CFR Croup 3100 or 3200) and the aolhorizing Acts. 
(c) Transferee is ia compliance with reclamation requirements for all pederal oil and gas lease holdings as required by sec 17(g) ofthe Mineral Leasing Act; and (0 Trans­
feree is no: in violation of see. 41 of the Mineral Leasing Ad. 

3. Trans farce's signature to (his assignment constitutes acceptance of all applicable terms, conditions, stipulations and restrictions pertaining to the lease described herein. 
Applicable terms and conditions include, but are net limited lo. an obligation to conduct all operations on the leasehold ia accordance with the terms aad conditions of 
lhe lease, to condition all wells for proper abandonment, lo restore the leased land* upon completion of any operations as described la the tease, and lo furnish and maintain 
tuch bond as may be recruited by Ihe lessor pursuant to regulations 43 CFR 3104. 3134. or 3206. 

For geothermal transfers, an overriding royally may noi be less than one-fourth (IS) of one percent of tlie value of output, nor greater than 50 percent of lhe rate of royalty 
due lo the United Stales when this transfer is added lo alt previously created overriding royalties (43 CFR 3241). 

1 certify that lhe statements made herein by mc are true, complete, and correct lo the best of my knowledge and belief and arc made in good faith. 

Executed this 2 1 s t day of October ,9 91 Executed this ^ fr/^ day or , i« ^ / 

KI rTn„f„n, Atlantic Richfield Company CHARLES E . NEARBURG D/B/A 
Please type or print NEARBURG E X P L O R A T I O N COMPANY 

Transferor d ~ n Transferee 
B Y : (Signature) 

or 
Allomey-ia-faet 

(Signature) o f ^ <SiP*tuKl- / S p 

'^l^lr^/Y'^ - *" " • ^ - ^ ^ 6 J ^ ^ ~ 
T. L. Holland (Signature) ^ ROBERT G. SHEL'f6??a l u r e ) 

P. 0. Box 1610 
(Transferor's Address) 

Midland, TX 79702 
(City) (State) (Zip Code) 

Title It U.5.C. Sec. 1001 makes it a crime for any pc«on knowingty and willfully to make to any Department or ar^ncy ofthe United States any false, fictitious or fraudulent 
sjy'gmenti or representations as to any nutter wilh, jurisdiction. y , _ . 



ASSIGNMENT OF OIL AND GAS LEASE 

STATE OF NEW MEXICO )( 

COUNTY OF EDDY )( 

For a good and valuable consideration, the receipt and 
sufficiency of which i s hereby acknowledged, Atlantic Richfield 
Company, whose address i s 600 North Marienfeld, Midland, Texas 
79701, (hereinafter referred to as "Assignor") does hereby s e l l , 
assign, transfer and convey unto Charles E. Nearburg, D/B/A 
Nearburg Exploration Company, whose address i s 3300 North Avenue 
"A", Building 8, Suite 100, Midland, Texas 79705 (hereinafter 
referred to as "Assignee"), a l l of assignor's right, t i t l e and 
interest i n and to the Oil and Gas Lease set forth below 
(hereinafter referred to as "Said Lease"), insofar and only insofar 
as said lease covers the lands described below from the surface of 
the earth to 10,035'. 

Lease No.: 
Lessor: 
Date: 
Description: 

NM LC-060122 
Bureau of Land Management 
April 1, 1948 
Insofar and only insofar as said lease 
covers the North Half (N/2) of 
Section 27, T-18-S, R-27-E, Eddy 
County, New Mexico 

TO HAVE AND TO HOLD the interest assigned in and to said lease 
unto assignee, i t s successors and assigns; however, this assignment 
i s made without warranty of t i t l e express or implied on the part of 
assignee. 

Executed t h i s 3-/ day of f&M/3£7^ 1991. 

ATLANTIC RICHFIELD COMPANY 

BY: 
i t s : Attorney-in-Fact 

STATE OF TEXAS 

COUNTY OF MIDLAND 

) ( 

) ( 

A T h i s i n s t r u m e n t was acknowledged b e f o r e me t h i s J Z j / ^ d a y o f 
J l o ^ ^ y J ^ A y , 1991 , by T. L. HOLLAND , 
Attorney-in-Fact o f ATLANTIC . RICHFIELD COMPANY, a Delaware 

C o r p o r a t i o n . 

RECEPTION 

»3; 

BARBARA KIRSY 
KT COUUSSCtl EWIHES 

May 17.19S4 
•Notary P u b l i c ' 

STATE OF NEWMEXICO, County of Eddy, ss. I hereby certify that this instrument was filed for record on the 

6 _dav »f December .. _,A.n. 19-91 a t LLi-2—o'clock E^_M. ( and duly recorded 

in -E03> of the Eddy County Records. 

KAREN DAVIS, County Clerk By Deputy 


