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OIL AND GAS LEASE SALE AGR1 

This AGREEMENT made and entered into this 6th 

day of July, A.D. 1953, by and between JOHNSTON OIL AND 

GAS COMPANY, a Delaware corporation, whose address is 

1453 Esperson Building, Houston, Texas (hereinafter called 

"Johnston"), and EL PASO NATURAL GAS COMPANY, a Delaware 

corporation, whose address i s bassett tower, El Paso, Texas 

(hereinafter called "El Paso"), 

I I I H I S S E I H : 

WHEREAS, Johnston is the present owner and 

holder ox various oil and gas leases covering lands in the 

San Juan Basin; and 

WHEREAS, El Paso is the owner and operator of 

gas transmission and gathering facilities within and ex

tending beyond the San Juan Basin and is desirous of 

acquiring leases from which a portion of its gas requirements 

for such facilities, as proposed to be expanded, may be 

obtained: 

NOW, THEREFORE, in consideration of the premises, 

the mutual covenants and promises contained herein and other 

good and valuable considerations, the full receipt and 

sufficiency of a l l of which are hereby acknowledged by each 

of the said parties, the said parties hereby agree as follows: 
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* ARTICLE I . 

PEFINITIONS , 

As used in this agreement the following terms 

have the meanings herein stated: 

"... Section 3,. The term "day" shall mean a period 

of .twenty-four (24) consewtive_hours beginning, and ending 

at seven (7) o'_clock A.M. Mountain Standard Time. 

^ Section 2. The term "month" shall mean a period 

commencing at seven (7), o1 clock A?M. Mountain Standard 

Time on the first day of any calendar month and ending at 

seven (7) o'clock A.M. Mountain Standard Time on the 

first day of the next succeeding calendar month. 

i Section 3. The term "year" means a period of 

twelve (12) months beginning at seven (7) o'clock A.M. 

Mountain Standard Time on the first day of January of any 

calendar year and ending at seven (7) o'clock A.M. on 

the first day of January of the next succeeding calendar 

year. 

Section L . The term "gas" shall include both 

natural gas and casinghead gas. 

Section 5. The term "lease" means the conven

tional gas lease or oil and gas lease under which the 

lessee has the right to produce and market gas (except? 

casinghead gas in some cases) from the lands covered 

thereby, the life of which is for a stated number of years 
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and as long thereafter as oil or gas is produced in paying 

quantities, and the term "lease" shall also include appli

cations for leases, options to acquire leases and agreements 

entitling one party to dispose of gas produced from leases. 

Section 6. The term "mcf" means one thousand 

(1,000) cubic feet. 

* Section 7. The term "PSIG" means pounds per 

square inch gauge* 

Section 8. The term "subject lands" means a l l 

lands covered by Johnston's leases as described in Exhibit 

"A" hereof. 

Section 9. The term "Rincon Unit" shall mean 

the leases (as above defined) and the subject lands covered 

thereby listed and described under the title "Rincon Unit" 

in Exhibit "A" hereof. 

Section 10. The term "overriding royalty" as 

applied to Johnston's interest means the right to receive 

a certain portion of production or payment out of production 

free and clear of any cost, expense, charge, deduction or 

tax levied on production, severance or transportation. 

^ Section 11. The term "open flow capacity" means 

the ability or capacity of a natural gas well to produce 

natural gas for a period of twenty-four (24) hours as" 

determined by the most recent open flow test conducted by 
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the parties hereto hy flowing the well wide open against 

no back pressure for a period of six (6) consecutive hours 

after i t has been shut in for a period of at least seventy-

two (72) consecutive hours, and computing the open flow 

capacity from center impact readings taken by means of a 

Pitot tube in accordance with the Walter Reid formula or 

conducted in such other manner as may be agreed upon between 

the parties. 

Section 12. The term "gas well" means any well 

(a) which produces a natural gas not associated or blended 

with crude petroleum oil at the time of production, or 

(b) which produces more than 100 mcf of natural gas to each 

barrel of crude petroleum oil from the same producing 

horizon. 

Section 13. The term "oil well" means any well 

which produces one barrel or more of crude petroleum oil 

to each 100 mcf of natural gas. 

Section ld. The term "oil" means any liquid 

hydrocarbon having a gravity of 50 or less degrees A.P.I. 

ARTICLE I I . 

LEASES BEING SOLD 

Section 1. Johnston represents and warrants that 

i t owns or has the right to acquire the percentage of the 

production from the leases covering the subject lands more 
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fully shown and described in Exhibit "A." attached hereto 

and Bade a part hereof for a l l purposes, subject to the 

provisions of Article I I I hereof. 

Section 2. Subject to the terms and provisions 

of this agreement, Johnston agrees to sell and deliver to 

El-Paso,, and. EL-Paso agrees to purchase from Johnston and 

pay.for the entire working Interest of Johnston, free and 

clear of liens and of contracts for the sale of gas pro

duced therefrom, as and in the manner hereinafter set forth, 

in each and a l l of the lands and/or leases described in 

said Exhibit "A" in so far as such interest pertains to 

the right to explore for and produce gas from zones and/or 

formations down to and including the Mesaverde Formation. 

Section 3. The sale of leases provided for in 

Section 2 above shall include not only the said leases of 

Johnston, but also (in so far as any of the following shall 

pertain to gas wells producing from formations down to 

and including the Mesaverde Formation) the interest of 

Johnston in all wells and well structures on any of the 

subject lands and the interest of Johnston in all casing, 

fittings, appurtenances and personal property located on 

the leased premises and attached to or used with such wells, 

together with the right of ingress and egress to and from 

the leased premises, including but not limited to the 
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right to construct and maintain on such lands a l l works', 

buildings, plants, waterways, roads, telegraph and tele

phone lines, pipe lines, reservoirs, tanks, pumping stations 

and other structures necessary or appropriate to the full 

enjoyment of the interest in the said leases being sold 

in Seetion: 2 above,-together also:with the jightrto de- . 

yelop water on said subject lands and to use same in . 

connection with EL Paso's operations hereunder, but a l l 

subject to the terms, provisions and conditions hereof 

and subject to the provisions of the said leases, assign

ments -thereof and other instruments.and documents pertaining 

thereto under which Johnston's title is derived. 

Seetion L. It is understood that the United 

States Department of the Interior may not approve any 

assignment of an interest in an oil and gas lease on 

federal public domain which is limited to certain structures, 

horizons or depths. I t is therefore agreed that Johnston 

may, at its option, reserve and retain a l l or part of the 

interest in that portion of the subject lands which is 

federal public domain, and which Johnston shall be entitled 

to retain hereunder, either by operating agreement or by 

other method acceptable to the Department of the Interior 

instead of by assignment as provided elsewhere herein.: 
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ARTICLE I I I . 

m> HfegrYATIPHS 

Section 1. In the various said leases of Jonnston, 

assignments thereof and other instruments and documents 

pertaining thereto, there are excepted and reserved to or 

assigned for the benefit of the various lessors, assignors 

and others, certain royalties, overriding royalties and 

other rights and interests in, to and connected vith oil, 

gas and other minerals produced from and under such leases, 

reference being here made to a l l such leases, assignments, 

instruments and documents for a more particular description 

of the terms thereof. The obligation of Johnston to sell 

and deliver the said leases to El Paso hereunder is made 

expressly subject to all such royalties, overriding roy

alties and other rights and interests so excepted, reserved 

or assigned. 

Section 2. In addition to the overriding royalties 

and outstanding interests specified in Section 1 of this 

Article I I I , Johnston hereby excepts from this agreement 

and reserves and retains unto itself and its successors and 

assigns, or to person(s) whom Johnston may designate, the 

following: 

Paragraph A. An overriding royalty on Johnston's 

interest in a l l gas produced and saved from the said leases 

and the subject lands being sold herein as follows: 
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(1) 54 per mcf on a l l such gas produced and 

saved during the first 3-1/3 years after the date of 

closing. 

(2) 64 per mcf on a l l such gas produced and 

saved during the next 3-1/3 years thereafter. 

(3) 14 per mcf on a l l such gas produced and 

saved during the next 3-1/3 years thereafter. 

^ (4) $4 per mcf on a l l such gas produced and 

saved during the next one year thereafter. 

(5) 94 per mcf on a l l such gas produced and 

saved during the next three years thereafter. 

(6) 104 per mcf on a l l such gas produced and 

saved during the next one year thereafter. 

(7) Not less than 104 per mcf on a l l such gas 

produced and saved thereafter. 

Paragraph B. The volumes of gas, upon which 

the overriding royalties described in Paragraphs A and C 

of this Article I I I shall be paid, shall be computed upon 

a pressure base of 15.025 pounds per square inch absolute 

and at a temperature base of 60 degrees Fahrenheit, and 

shall be otherwise computed in accordance with the speci

fications prescribed in Gas Measurement Committee Report 

No. 2, dated May 6, 1935, of the Natural Gas Department 

of the American Gas Association, including the appendix 
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thereto tnd subsequent amendments and appendices from 

time to time made. Proper corrections shall he made fpr 

deviation from Boyle's Lav, the specific gravity and the 

flowing temperatures of the gas produced hereunder. Proper 

deduction shall be made from such volumes for gas used in 

development and operation of the subject lands and for 

loss due to shrinkage by reason of extraction of hydro

carbons from such gas. 

Paragraph C. The overriding royalty specified 

in subparagraph (7) of Paragraph A above shall in no event 

be less than the amount stated therein but shall be 

arrived at as follows: Approximately ninety (90) days 

prior to the end of the first fifteen (15) years following 

the date of closing the parties shall attempt to agree 

upon the amount of such overriding royalty for the next 

five-year period. If the parties agree upon such overriding 

royalty, then such amount shall be the overriding royalty 

to be received by Johnston hereunder for such period. If 

the parties cannot agree upon such amount, then such amount 

shall be determined by a board of arbitrators to be appointed 

as provided in Article X hereof. The board of arbitrators, 

in determining the amount of such overriding royalty, shall 

base their decision on the then value of such gas at the 

well head, considering only quality and pressure of gas, 

aggregate quantity of delivery and the then current field 



prices (of then newly negotiated contracts) of gar in 

other fields connected to or in the area of any of EL r 

Paso's pipe lines or gathering systems or of any pipe 

line system to which any of EL Paso's pipe lines or gathering 

systems are then connected and such other directly related 

pertinent factors which said hoard shall deem proper to 

consider in order to fairly determine the amount of such 

overriding royalty. The overriding royalty reserved 

hy Johnston in Paragraph A above shall be determined for \ 

each five-year period after the twentieth year following 

the date of closing in like manner to that provided above 

for the five-year period next following the fifteenth 

year after the date of closing, but in no event shall 

the amount of such overriding royalty be less than 10^ 

per mcf. 

Paragraph D. An overriding royalty in the 

amount of 33-l/3£ o n Johnston's interest in a l l liquid 

hydrocarbons which may be recovered or extracted from 

gas produced from the said leases and the subject lands 

being sold herein. At Johnston's option El Paso shall 

deliver to Johnston such overriding royalty in kind or 

shall pay to Johnston the fair market value thereof in 

cash; provided, however, that if EL Paso shall desire to 

contract for the sale of any such liquid hydrocarbons 
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over a period of years i t shall notify Johnston of the price, 

terms and conditions of such proposed contract and, within 

thirty (30) days after the receipt of such notice, Johnston 

shall elect either to Join in such contract or to take in 

kind its share of the liquid hydrocarbons to which such 

contract relates, for the entire term of such contract. 

At a l l times prior to the completion of construction and 

commencement of operation by EL Paso of a plant for ex

traction of such liquids, EL Paso shall pay to Johnston 

in cash the estimated value of 37̂ 1/3% of a l l liquids 

produced with or contained in gas produced from the leases 

being sold herein and applicable to Johnston's interest 

therein, regardless of whether such liquids are extracted 

from the gas. I f the parties are unable to agree upon such 

estimated value, then the amount thereof shall be determined 

by arbitration as provided in Article X hereof. EL Paso 

agrees that i t will with reasonable dispatch construct and 

thereafter efficiently operate a plant at a location to be 

selected by it in the said San Juan Basin for the extraction 

of such liquids. EL Paso agrees to conduct a l l of its 

operations in such manner as to reasonably and economically 

conserve and ultimately recover the maximum amount of 

liquids reasonably and economically recoverable from said 

gas. Johnston shall have the option at the end of the first 
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3-1/? year period of operation of such plant to purchase 

the total propane production froa such plant applicable 

to gas produced from the subject lands, at the average 

price received by EL Paso for such production during 

the last year of said 3r-l/3 year period, such option to 

be exercisable by Johnston at-any time during the second 

3-1/3 year period of operation of such plant. " Should 

Johnston exercise such option i t shall thereupon have 

the. continuing right to purchase, and shall purchase, 

such propane production on such basis at all-tines during 

the remainder of the life of such plant. 

- Paragraph E. I t is understood that the United 

States Department of the Interior may not approve reser

vations of the overriding royalties described in Paragraphs 

A, B, C and D above as to federal public domain unless 

such overriding royalties on any particular lease from 

which the average production per well per day is 500 

mcf of gas or less are converted to a working interest. 

It is agreed therefore that Johnston may in the assignments 

containing its reservation of such overriding royalties on 

federal public domain provide for the suspension of such 

overriding royalties when production is less than such 

amount; provided, however, that notwithstanding such pro

vision, i t is agreed that during any and a l l such periods 
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•when production on any particular lease shall he less than 

such anount Johnston shall receive in lieu of such over

riding royalties in such lease a portion of the working 

interest therein (including liquid hydrocarbons after 

extraction) in an amount to be agreed upon by the parties 

hereto, and if they cannot so agree, then in an amount 

to be agreed upon by a board of arbitrators in accordance 

vith Article X hereof. Sl Paso agrees that in any event 

Johnston shall receive such amount of working interest 

(including liquid hydrocarbons after extraction) in such 

lease so that after deduction of its part of a l l costs of 

operation from the proceeds of the sale of gas therefrom 

(including the liquid hydrocarbons extracted from such gas) 

Johnston shall receive a net amount in cash from such 

working interest which shall be equal to the amount Johnston 

would have been entitled to receive otherwise as over

riding royalties from such lease during such period, and 

Johnston agrees to sell such gas to El Paso on such basis. 

/ Paragraph F. All oil in, to and under the said 

leases and the subject lands (for the benefit of itself 

and others owning interests therein), together with the right 

of ingress and egress to and from the leased premises, for 

the purpose of exploring for, producing and removing same 

and construction and operation of all facilities necessary 
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or appropriate in connection therewith. In the event 

any well is drilled through any zone froa which 21 Paso 

shall he producing gas, then Johnston agrees to take 

adequate measures to protect such zone against infiltration 

of water and/or loss of gas. 

substances in, to and under the said leases and the „.-

subject lands in a l l formations below the Mesaverde Form

ation, together with the right of ingress and egress to 

and from the leased premises for the purpose of exploring 

for, producing and removing same and construction and 

operation of a l l facilities necessary or appropriate in 

connection therewith, but subject to the provisions of 

Sections 3 and 4 of Article VI hereof and Section 2 of 

Article VII. 

IX hereof El Paso shall pay to Johnston in cash an amount 

equal to Ninety Thousand Dollars ($90,000.00) for each 

commercial gas well (not exceeding a total of four) being 

sold herein completed in the Mesaverde Formation and 

Thirty Thousand Dollars ($30,000.00) for each commercial 

gas well (not exceeding a total of fifteen) being sold 

Paragraph G. All gas and other hydrocarbon 

ARTICLE IV. 

At the time of closing provided for in Article 
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herein and completed ln the Pictured Cliffs Formation. 

^EL Paso may, at its option, also acquire any Pictured 

Cliffs or Mesaverde veil of Johnston on the subject lands 

which is then being reworked or which shall have -been 

completed as a non-Commercial veil by paying to Johnston 

at that time in cash the actual cost thereof. EL Paso 

shall reimburse Johnston for the cost-of any veil being 

drilled on the subject~ lands at the time of closing 

hereunder and shall take over operation thereof at that 

time, provided that the completed veil costs (including 

EL Paso's costs of completing such veil after assignment) 

shall not exceed the above agreed amounts. In any 

• instance where Johnston does not own a l l of a particular 

well, the purchase price thereof hereunder shall be reduced 

proportionately. The cash payments provided for in this 

Article IV are to cover Johnston's share of the agreed 

• cost of such wells and no part thereof shall be considered 

as purchase price for said leases. For the purpose of 

this Article IV, the term "Commercial Well" means any 

gas well completed in the Mesaverde Formation having an 

open flow potential of at least ,500 mcf per day, and any 

well completed in the Pictured Cliffs Formation having an 

open flow potential of at least 150 mcf per day, provided 

-15-



c 

that a l l veils completed In the Mesaverde Formation on the 

date of closing shall have an average open flov potential 

of at least 1,000 mcf per day. I f a l l such Mesaverde gas 

veils shall not have such average open flov potential, 

then El Paso may, hut shall not he obligated to, purchase 

such Mesaverde gas veils, and the total price payable by 

El Paso to Johnston for a l l such Mesaverde gas veils 

Shall be reduced by a fraction> the numerator of vhich 

shall be the number of mcf by vhich the average open flov 

potential of such veils is less than 1,000 mcf and the 

denominator of vhich fraction shall be 1,000. : 

.•If KL Paso should not acquire any veil hereunder, 

then such veil and the drilling unit upon vhich i t shall 

be situated shall thereupon be considered exclused for a l l 

purposes from this agreement and El Paso shall have no 

further interest therein hereunder, but only in so far as 

the formation in vhich the veil is completed is concerned. 

as and when the same shall become due and payable a l l 

outstanding royalty, overriding royalty, carried and 

other interests under the leases herein sold applicable 

to a l l gas, oil and other hydrocarbons produced and saved 

ARTICLE V. 

PAYMENT OF OVERRIDING ROYALTIES 

Section 1. El Paso assumes and agrees to pay 
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by EL Paso and not delivered in kind to Johnston hereunder. 

Seetion 2. EL Paso agrees to pay to Johnston 

at Houston, Texas, on or before the 20th day of each month, 

the overriding royalties reserved by Johnston herein 

applicable to one-twelfth (l/L2) of the annual minimum 

volumes of gas required to be taken or paid for hereunder. 

All amounts of gas taken in excess of the minimum so paid 

for shall be paid for by EL Paso for each year on or before 

the 20th day of January of the next succeeding year. 

Should El Paso fail to pay any such amount to Johnston 

as and when the same shall become due, then EL Paso agrees 

to pay interest thereon at the rate of six per cent (6%) 

per annum from the due date or dates until the date of 

payment thereof. 

Section 3. Johnston shall have the right to 

examine at reasonable times the books, records, laboratory 

tests and charts of EL Paso to the extent necessary to 

verify the accuracy of any statement, test, chart or com

putation made under or pursuant to any of the provisions 

of this agreement. 

ARTICLE VI. 

EL PASO'S DEVELOPMENT PROGRAM 

Section 1. EL Paso assumes and agrees to perform 

and f u l f i l l (subject to the terms and provisions of Section 

2 of this Article VI) a l l of the terms, covenants and 
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conditions of the lessee in each of the said leases pur

chased by it.hereunder or in the assignments thereof or 

other instruments pertaining thereto under vhich Johnston1 

title is dieived, in so far as they cover and affect the 

drilling of veils and. the production of gas and/or other 

hydrocarbon'substances from.formations down to and in

cluding the Mesaverde Formation'and in such deeper form-

ations in vhich KL Paso may operate hereunder i including 

payment of a l l rentals vhich become due after the date 

of closing. KL Paso agrees to fully develop such leases 

down to and including the Mesaverde Formation at such 

times and in such a manner as to (a) avoid forfeiture of 

such leases, and (b) comply vith the requirements of a l l 

governmental agencies having jurisdiction. KL Paso 

agrees that either by unitization or development and 

production, KL Paso shall protect the subject lands 

against drainage from veils on adjacent lands. 

Section 2. Promptly after the execution of 

this agreement two geologists, one representing each of 

the parties, shall prepare a map shoving a l l of the sub

ject lands divided into drilling units for both Mesaverde 

and Pictured Cliffs wells. Each drilling unit for a 

Mesaverde veil shall contain approximately three hundred 

tventy (320) acres and each drilling unit for a Pictured 
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Cliffs veil shall contain approximately one hundred sixty 

(160) acres. EL Paso agrees that i t v i l l drill or cause 

to he drilled during the period of seven and one-half (7-1/2) 

years following the date of closing a veil for oil or gas 

on .some portion.of each such drilling unit, such veils to he 

drilled to the .Mesav̂ rde: Formation .on the Mesaverde drilling 

units and to the Pictured Cliffs-Formation on the Pictured 

Cliffs drilling units. I t is provided> hovever,.that in 

the event, at.the end of five (5) years next following 

the date of closing, Mesaverde veils then.on the subject 

lands are not capable of a legally authorized deliverability 

of ten thousand (10,000) mcf of gas per day and the 

subject lands have not been fully developed in accordance 

vith the terms of this Section 2, then EL Paso shall 

continue diligent drilling operations to the Mesaverde 

Formation on the subject lands until Mesaverde veils 

on the subject lands are capable of a maximum legally 

authorized deliverability of ten thousand (10,000) mcf 

of gas per day or until the subject lands have been 

fully developed in accordance vith the terms of this 

Section 2 and such drilling operations to the Mesaverde 

Formation shall continue on the subject lands so long as 

-19-



< 

necessary to maintain the said maximum legally authorised 

deliverability of ten thousand (10,000) mcf of gas per 

day from the Mesaverde veils on the subject lands or until 

the subject lands have been fully developed in accordance 

vith the terms of this Section 2. ̂ In the event that de

velopment hereafter in the area of or adjacent to any 

drilling unit should evidence that such drilling unit 

v i l l not be productive of gas in commercial quantities in 

the formation applicable to such drilling unit as above 

specified and for such reason EL Paso shall not desire to 

drill such veil thereon, then EL Paso shall promptly reassign 

any such drilling unit to Johnston or to any person whom 

Johnston may designate and thereupon shall be relieved of 

its obligation to drill a test veil thereon to the formation 

applicable; provided that EL Paso may retain any commer

cial gas veil completed thereon in a shallower or deeper 

formation, together with its rights in such drilling 

unit down through such shallower or deeper formation. 

In the event the operation of any well heretofore or 

hereafter drilled shall become unprofitable, then EL Paso 

shall have the option upon sixty (60) days' notice to 

Johnston to reassign to Johnston such well and the unit 
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upon which such well is situated, and in such event 

Johnston shall have the option to sell gas produced there

from to El Paso at the highest price paid for gas of like 

kind and quality in-the field by EL-Paso or any other 

bona fide pipe line company, and EL Paso agrees to purchase 

such gas at such price. 

Section "3. EL Paso shall have the right to drill 

for oil or gas in formations below the Mesaverde Formation 

on the subject lands. If EL Paso should discover gas in 

commercial quantities in any such well below such formations 

Johnston agrees to assign (to the extent of its interest) 

to EL Paso the legally authorized drilling unit upon which 

such well shall be located as to al l formations down to 

and including the formation from which such well shall be 

producing, under the same terms and conditions as such 

drilling unit shall have been assigned to EL Paso hereunder 

as to all formations down to and including the Mesaverde 

Formation. 

Section 4. If EL Paso, in the development of 

any of said leases, shall drill and complete an oil well 

thereon, EL Paso shall notify Johnston immediately of .such 

well, its location, cost and the results of any tests and 

other technical data in connection therewith. Johnston 

shall have the option to acquire such well from El Paso 
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upon payment of 21 Paso's cost of drilling, completing 

and equipping the same, such option to he exercised within 

ninety (90) days after receipt of such notice. I f Johnston 

should not exercise such option, then such veil shall be

long to 21 Paso, but 21 Paso shall pay to Johnston the 

same overriding royalty i t has agreed to pay Johnston 

on other liquid hydrocarbons hereunder. 'in the case of 

a well completed in any formation below the Mesaverde 

Formation on the subject lands which shall be producing 

less than twenty (20) barrels of oil per day and which 

shall also be producing gas in commercial quantities, 

Johnston shall have the further option to set a separator 

on the flow line from such well to separate the oil 

from the gas, and in such event a l l oil so separated shall 

belong to Johnston (for the benefit of itself and others 

owning interests in same). 

ARTICLE VII. 

MINIMDM GAS PRODUCTION AND DEEP OAS PRODUCTION 

Section 1. EL Paso agrees that, as soon as 

reasonably possible but not exceeding ninety (90) days 

after the date of closing herein provided for, i t will 

commence and continue taking from wells now exicting or 

which may be hereafter completed on the leases being sold 

to i t hereunder gas produced from such wells and shall take 

the following quantities of gas, subject to the ability 
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of the veils to produce said quantities under the rules 

and regulations of governmental authorities having Juris

diction thereof: 

(a) From Mesaverde veils an amount each day 

equal to twenty-five per cent {25%) of the aggregate open 

flov potential of a l l such veils on an eighty per cent (80%) 

load factor,"averaged annually, until annual production 

from such Mesaverde veils shall reach ten thousand (10,000) 

mcf per day. Thereafter,"El Paso v i l l continue to produce 

in average of ten thousand (10,000) mcf of gas per day 

from such Mesaverde veils until the expiration of one year 

after development of such 10,000 mcf per day production 

or until EL Paso shall have obtained approval from the 

Federal Power Commission to produce and transport from the 

subject lands additional amounts of gas, whichever shall 

occur first. When reserves capable of producing sub

stantially in excess of 10,000 mcf of gas per day shall 

have been developed, then FJ. Paso agrees either to produce 

such excess i f its facilities are adequate to take such 

amounts or promptly to apply to the Federal Power Commission 

for approval to transport from the subject lands additional 

quantities of gas and to construct such facilities as may 

be necessary or appropriate therefor. Upon the expiration 

of the said one-year period or upon receipt of such approval 

from the Federal Power Commission, whichever shall occur first, 

then El Paso shall thereupon become obligated hereunder to take 
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thereafter froa a l l Mesaverde wells on the subject lands 

an amount of gas each day equal to 25% of the aggregate 

open flow potential of a l l such wells on an 60% load 

factor, averaged annually. 

(b) Froa Pictured Cliffs wells an amount of 

gas each day equal to 25% of the aggregate open flow 

potential of a l l such wells on an 80% load factor, 

averaged annually. 

El Paso shall not be required under any pro

visions of this agreement to take or purchase gas from 

any well at a well head working pressure of less than 

100 PSIG. In lieu of taking the minimum quantities of 

gas required by this agreement, El Paso may pay to 

Johnston in cash a l l amounts which would have been due 

to Johnston hereunder had such quantities been taken. 

Any gas paid for by El Paso but not taken during any year 

by virtue of the minimum take or pay provisions hereof 

may be taken by El Paso from the subject lands at any 

time thereafter out of any production in excess of the 

minimum quantities above provided for during the period 

or periods in which such quantities are being made up. 

Section 2. If Johnston should develop the 

said leases for gas in formations below the Mesaverde >. 

Formation, then El Paso agrees to connect to its pipe 
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line system as soon as possible after the completion 

thereof, each veil so drilled, and agrees to commence i 

and continue to purchase ratably therefrom (at the highest 

price then being paid for gas of like kind and quality 

and under the same terms and conditions of the most favor

able-contract pertaining to gas from such formations) 

until such veils shall have an aggregate open flov potential 

of 21,500 mcf of gas per day from formations below the 

Mesaverde Formation, at vhich time Johnston shall notify 

El Paso in writing of such development, and El Paso 

shall have an option to be exercised within ninety (90) 

days after receipt of such notice, to acquire the oil 

and gas leases upon vhich Johnston has such deeper gas 

production in so far as such leases cover (a) the formations 

from which such production has been obtained, and (b) 

the legally authorized drilling units upon which such 

wells are located, such acquisition to be upon the same 

terms and conditions as the leases being sold to El Paso 

herein, and shall pay to Johnston the overriding royalties 

at the same rates then being paid for shallower production 

hereunder, except that El Paso in such event shall pay 

to Johnston in cash the cost to Johnston of drilling, 

completing and equipping a l l such wells below the * 

Mesaverde Formation instead of the amounts provided for 
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elsewhere herein as the agreed'price for the wells being 

sold hereunder. If EL Paso does not exercise such option 

within such time, then Johnston shall have the option to 

require £1 Paso to release to Johnston a l l its rights 

hereunder to gas which may be produced from any formation 

in the subject lands below the Mesaverde Formation. If 

such deeper reserves should be developed in excess of 

four hundred million (400,000,000) mcf, then Johnston 

and El Paso shall attempt to agree upon a maximum amount 

of gas to be taken or paid for therefrom, such amount 

to be not less than forty-three thousand (43,000) mcf 

per day. If the parties cannot agree upon such maximum 

amount, then i t shall be determined by arbitration as 

provided in Article X hereof. 

ARTICLE VIII. 

APPROVAL OF TITLE 

Section 1. On or before one hundred twenty 

(120) days after the date of the execution of this agree

ment Johnston shall submit to El Paso a l l abstracts of 

title in its possession and a l l supplemental abstracts 

certified to date evidencing its title to the subject 

lands and leases. El Paso shall have thirty (30) days 

thereafter within which to examine such abstracts, prepare 

title opinions thereon and reject title to any such lease 
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or leases the title to which shall he determined hy El Paso's 

attorneys not to he good and merchantable; provided, however, 

that Johnston shall have thirty (30) days thereafter within 

which to submit any curative matter necessary to cure any 

such title objections. If such curative matter is not 

submitted within said time as to any such lease(s), then, 

at the option of El Paso, such lease(s) shall be deleted 

from this agreement at the time of closing, and in such 

event neither party shall be liable to the other hereunder 

with respect to such deleted lease(s). 

Section 2. Failure of governmental regulatory 

bodies to approve transfers ___ title is included within 

Article DC hereof and is not to be considered an objection 

to title under this Article VIII. It Shall not be necessary 

for Johnston to establish lease ownership but merely the 

right to extract and remove gas from the lands in question 

down to and including the Mesaverde Formation. It is 

understood that there are various outstanding royalty, 

overriding royalty and working interests in some or a l l 
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of the said leases and such outstanding interests shall 

not constitute title objections, i t being understood that 

only the net interest of Johnston in said leases is being 

sold to EL Paso hereunder. 

Section 3. The approval by governmental agencies 

referred to in Section 2 of this Article VIII does not 

refer to approval of the assignment of any particular 

united States oil and gas lease by the Department of the 

Interior nor to the approval by the Commissioner of Public 

Lands of the State of New Mexico of the assignment of any 

lease issued by the State of New Mexico. However, the 

refusal of either of such governmental agencies to approve 

the assignment hereunder of any particular lease under 

its jurisdiction shall entitle EL Paso, after the final 

decision on any appeal taken from the action of such gov

ernmental agency, to require Johnston to repurchase from 

EL Paso at EL Paso's cost any well or wells thereon and 

thereupon El Paso shall reassign any such lease to Johnston 

in the same manner as hereinabove provided, or i f no 

commercially productive well should be located on such 

lease at such time, then El Paso shall reassign the same 

to Johnston for no cash consideration. -

r 

-28-



ARTICLE LC. 

DATE OF CLOSING 

Section 1. Transfer of the interest in said 
r 

leases froa Johnston to El Paso being sold hereunder and 

payment of the cash consideration for the wells thereon, 

as provided herein, shall take place at Dallas, Texas 

on January 3, 1954, or at such other time and place as 

may be agreed upon by the parties, regardless of whether 

approval of any and al l governmental bodies having juris

diction shall have been obtained theretofore. At the 

time of closing, Johnston shall execute and deliver to 

El Paso, or to such other person or persons as EL Paso 

may designate, assignments (subject to the reservations 

and exceptions hereinbefore set forth and containing 

covenants of general warranty) of Johnston's interest 

in the leases to be assigned hereunder. Each party 

hereto shall execute, or cause to be executed by the 

record owners of such party's interest in the assigned 

leasehold interest, such other instruments as may be 

necessary to subject the assigned leasehold interest to 

the applicable terms and conditions hereof. 

ARTICLE X. 

ARBITRATION 

Section 1. If and whenever any controversy 

shall arise out of this agreement or out of the refusal 
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of either party to perform the whole or any part thereof 

and the parties shall be unable to agree with respect to 

such controversy, the same shall be submitted for deter

mination by a board of three arbitrators chosen as follows: 

Upon written demand of either party and within ten (10) 

days from the date of such demand, each party shall name 

an arbitrator and the two arbitrators so named shall 

promptly thereafter choose a third. If either party shall 

fa i l to name an arbitrator within ten (10) days from such 

demand, the other party shall name the second arbitrator 

as well as the first, or i f the two arbitrators shall fail 

within ten (10) days from their appointment to agree upon 

and appoint the third arbitrator, then upon written appli

cation by either party such third arbitrator may be 

appointed by the American Arbitration Association. 

Section 2. The board of arbitrators so chosen 

shall proceed immediately to hear and determine the question 

or questions in dispute. The decision of the board of 

arbitrators or majority thereof shall be made within forty-

five (45) days after the appointment of the third arbitrator, 

subject to any reasonable delay due to unforeseen circum

stances. In the event the board or majority thereof should 

fail to make a decision within sixty (60) days after the 

appointment of the third arbitrator, new arbitrators may 
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at the election of either party he chosen in like Banner 

as i f none had previously been selected. 

Seetion 3. The decision of the arbitrators shall 

be drawn up in writing and signed by the arbitrators or a 

majority of the» and shall be final and binding as to the 

parties hereto and as to any question or questions so 

submitted to said arbitrators, and said parties shall 

abide by such decision and perform the terms and conditions 

thereof, unless otherwise determined by the arbitrators, 

a l l expense in connection with such arbitration, including 

a reasonable compensation to the arbitrators, shall be 

divided equally between the parties hereto, with the 

exception of expenses of counsel, witnesses and employees 

of the parties hereto, which, unless otherwise determined 

by the arbitrators, shall be borne by the parties incurring 

them. 

ARTICLE XI. 

WELL DATA AND TESTS 

Section 1. Johnston shall furnish to El Paso 

promptly after the date of closing a l l its well logs and 

pressure and volume data, the results of any and a l l lab

oratory tests and a l l other technical data in connection 

with a l l wells heretofore drilled by or for Johnston on 

the subject lands. El Paso shall furnish to Johnston 
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promptly a l l its veil logs and pressure and volume data, 

tne results of any and a l l laboratory tests and a l l other 

technical data in connection vith a l l veils vhich may be 

hereafter drilled by or for El Paso on the subject lands. 

: _ : Section 2. El Paso agrees to notify Johnston 

promptly of a l l shows of oil in any veil vhich may be 

drilled hereafter by or for El Paso on the subject lands. 

Johnston shall have the right, at its expense, to require 

El Paso to core any zone that Johnston considers as 

possibly oil productive and to require El Paso to perform drill 

stem tests or other tests to adequately determine the 

existence and quantity of oil in any horizon. Johnston 

shall at a l l times have access to the derrick floor of any 

and a l l veils drilled on the subject lands. 

ARTICLE XII. 

FAVORED NATIONS CLAUSE 

If El Paso shall hereafter purchase any oil 

and gas leases covering land situated within 200 miles of ^ 

the subject lands and shall pay a higher overriding royalty \ 

on gas, considering quality and pressure, than the total 

overriding royalty stipulated herein for gas or shall pay 
j 

a higher overriding royalty on the liquid hydrocarbons; j 
i 

contained therein, considering quantity and quality, or 

if EL Paso shall hereafter pay any such higher overriding 
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royalty on gas or liquid hydrocarbons pursuant to any lease 

purchase agreement executed after May 1, 1952 pertaining to 

land situated within 200 miles of the subject lands, then 

El Paso shall thereafter pay to Johnston hereunder such 

higher overriding royalty for gas or liquid hydrocarbons 

thereafter produced for so long as El Paso shall pay such 

higher overriding royalty to others. 

ARTICLE XIII. 

RINCON UNIT 

Upon receipt of written request therefor from 

El Paso Johnston agrees to resign as operator of the gas 

rights in those portions of the subject Lands within the 

Rincon Unit down to and including the Mesaverde Formation 

and further agrees to use its best efforts in such event 

to have El Paso designated as such operator. 

ARTICLE XIV. 

MISCELLANEOUS 

Section 1. Whenever requested by El Paso, 

Johnston shall execute or cause to be executed by the 

record owners of its interest communitication agreements 

in the usual form when necessary to obtain a legally 

authorized drilling unit. Whenever El Paso desires to 

explore below the Mesaverde Formation and makes written 

request, Johnston shall execute or cause to be executed by 
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the record owners of its interest a l l designations or other 

instruments required by regulatory commissions or government 

officials to enable El Paso to conduct such operations. 

Whenever El _Paso des ires to include a l l or any part of the 

subjeet lands within a unit agreement, Johnston shall 

cooperate with El Paso by executing a unit agreement con

taining the usual provisions and by requesting necessary 

approval. .S. '. -

Section 2. Except for El Paso's obligation to 

make payments of overriding royalties hereunder and except 

for the obligation of either party to make any other cash 

payment hereunder, neither party hereto shall be liable for 

any failure to perform the terms of this agreement when 

such failure is due to "force majeure". 

Seetion 3. No modification of the terms and 

provisions of this agreement shall be or become effective 

except by the execution of supplementary written contracts. 

Section 4. No waiver by either party of any 

one or more defaults by the other in the performance of 

any provision of this agreement shall operate or be con

strued as a waiver of any future default or defaults, 

whether of a like or of a different character. 

Section 5. Except as herein otherwise provided, 

any notice, request, demand, statement or b i l l provided for 
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in this agreement, or any notice which either party may 

desire to give to the other, shall he in writing and 

shall he considered as duly delivered when duly deposited 

in the united States Mail, registered and postage prepaid, 

addressed to such other party at its said address. Either 

party may change its address hereunder hy giving such a 

notice thereof to the other party. Routine communications, 

including monthly statements and payments, shall he con

sidered as~duly delivered when mailed by either registered 

or ordinary mail. In the event of emergency, notice may 

be given by telephone or telegraph and confirmed in writing 

delivered as aforesaid. 

Section 6. This agreement and the respective 

obligations of the parties hereunder are subject to a l l 

valid laws, orders, rules and regulations of duly constituted 

authorities having jurisdiction. The interpretation and 

performance of this agreement shall be in accordance with 

the laws of the State of Texas. 

Section 7. This contract shall inure to the 

benefit of and be binding upon the said parties and their 

respective successors and assigns. 
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IN WITNESS WHEREOF, the parties hereto have 

caused this agreement to he signed, and their respective 

corporate seals to he hereto affixed and attested, as of 

the date first above written. 

JOHNSTON OIL AND GAS COMPANY 

By /s/ Ralph A. .Tphr̂ ton 
(Seal) President 

ATTEST: 

/ a / Alfred E. McLane 
Asst. Secretary 

EL PASO NATURAL GAS COMPANY 

Bv /s/ H. F. Steen 

Vice President 

(Seal) 

ATTEST: 

/s/ A. C. Marten 
Asst. Secretary 

STATE OF TEXAS ) 
EL PASO ) ss. 

COUNTY OF DALLAS ) 

On this 9th day of July , 1953, before me 
appeared Ralph A. Johnston , to me personally 
known, who, being by me duly sworn, did say that he is the 

President of JOHNSTON OIL AND GAS COMPANY, a Delaware 
corporation, and that the seal affixed to said instrument 
is the corporate seal of said corporation and that said 
instrument was signed and sealed in behalf of said corporation 
by authority of its board of directors and said Ralph A. 
Johnston acknowledged said instrument to be the free 
act and deed of said corporation. 

(Seal) /s/ Louise M. Cress 
My commission expires: Notary Public in and for 
June 1, 1955. said County and State 

LOUISE M. CRESS 
Notary Public, in and for El Paso 
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STATE OF TEXAS ) 

) ss. 
COUNTY OF EL PASO ) 

On this 9th day of. July ,, 1953, before me 
appeared. H. F. Steen ,, to me personally 
known, who, being by me duly sworn, did say that he is the 
Vice President of EL PASO NATURAL GAS COMPANY,.a Delaware, 
corporation, and that the seal affixed to said instrument" 
is the corporate seal of said corporation and that said 
instrument was signed and sealed in behalf of said corporation 
by authority of its board of directors and said 
H. F. Steen acknowledged said instrument to be the free 
act and deed of said corporation. 

(Seal) /s/ Else M. Richardson 

My commission expires: 
June 1, 1955. 

Notary Public in and for 
said County and State. 

ELSE M. RICHARDSON 
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EXHIBIT "A" 

DESCRIPTION OF LANDS AND LEASES 

Federal Oil and Gaa Leases Sitnated tn New Mexico 

1. Santa Fe 078461 Lessee: Arne B. Filan Dated: Oct. 1,-1947 

— : T 27 N. R 8 N.M.P.M. San Juan County 

^ Section 5: All; --
U^-- -' -- - -'• - - - ------ - -- -
' containing 642.67 aeres, more or less. -

Record interest of Johnston, undivided 5/6 therein subject to 
proportionate part of 

2. Santa Fe 078571 Lessee: S. Victor Day - - -Dated: May 1,-1948 

T 27 N. R 8 W. N.M.P.M.. San Juan County 

Section 7: All; 

containing 640.44 acres, more or less. 

Record interest of Johnston, undivided 5/6 therein subject to 
proportionate part of 5%. 

3. Santa Fe 079321 Lessee: Madolene L. Robinson Dated: July 1, 1949 

T 27 N. R 7 W. N.M.P.M.. Rio Arriba County 

1/ Section 25: All; 

containing 64O acres, more or less. 

Record interest of Johnston, all, 
subject to proportionate part of 5%. 
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4. Santa Fe 080213 Lessee: Dena Riddle Dated:. Nov. 1, 1949 

T 27 N. R 7 W. N.M.P.M.: Rio Arriba County 

Section 28: S/2; 
^ Section 33: .All;^ 

Section 34: 1/2; 

containing 1280 acres, more or less. 

Record interest of Johnston, undivided 5/6 therein, subject 
to an overriding royalty interest of 5JS of_total production. 

5. Santa Fe 079302 Lessee: Otis Wetsel Dated: April 1, 1948 

T 26 N. R 6 W. N.M.P.M.. Rio Arriba County 
•j . 

. , Section 6: Lots 1 and 2; S/2 NE/4; 
M : 

containing 160.48 acres, more or less. 

Record interest of Johnston, undivided 5/6 therein, subject 
to 556 overriding royalty. 

6. Santa Fe 079302-A Lessee: Otis Wetsel Dated: April 1, 1948 

T 26 N. R 6 W. N.M.P.M.. Rio Arriba County 

containing 320 acres, more or less. 

1 Section 20: N/2 NW/4, SW/4 NW/4, SW/4, SW/4 SE/4; 

Record interest of Johnston, undivided 5/6 therein, subject 
to 5% overriding royalty. 

7. Santa Fe 079302-B Lessee: Otis Wetsel Dated: April 1, 1948 

T 26 N. R 6 W. N.M.P.M.. Rio Arriba County 

.A Section 6: SE/4; 

containing 160 acres, more or less. 

Record interest of Johnston, undivided 5/6 therein, subject 
to 5/6 overriding royalty. 
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Santa Fe 079160 Lessee: Lloyd W. Miles Dated:1 May 1, 1948 

T 26 N. R 7 W. N.M.P.M.. Rio Arriba County 

Section 1: All; 1 ;-. s- " ' •*«'•" 
Section 11: -All; 

,V Section 12: All; 

- : - _ . containing 1920.80 acres, more or- less. -: -

Record interest of Johnston, undivided 5/6 therein, subject 
to overriding royalty interests of 1%, 2-1/2%, 3/4 of 1% 
and 3/4 of 1*.„ .... .! ; 

Santa Fe 079301 Lessee: Coy Lindsey Dated: May 1, 1948 

T 26 N. R 6 W. N.M.P.M.. Rio Arriba County 

\\ Section 6: Lots 3, 4, 5, SE/4 NW/4; 

containing 161.8 acres, more or less. 

Record interest of Johnston, undivided 5/6 therein, subject 
to 5% overriding royalty. 

Santa Fe 079301-A Lessee: Coy Lindsey Dated: May 1, 1948 

T 26 N. R 6 W. N.M.P.M.. Rio Arriba County 

V Section 6: Lots 6 and 7; E/2 SW/4; 

containing 161.35 acres, more or less. 

Record interest of Johnston, undivided 5/6 therein, subject 
to 5% overriding royalty. 

Santa Fe 079298 Lessee: E. P. Ripley Dated: July 1, 1948 

T 27 N. R 7 W. N.M.P.M.. Rio Arriba County 

^ Section 13: S/2; 

containing 320 acres, more or less. 

Record interest of Johnston, a l l , subject 
to 5% overriding royalty. 
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12. Santa Fe 079298-D Lessee: E. P. Ripley Dated ̂ July 1, 1948 

T 27 N. R 7 W. N.M.P.M.. Rio Arriba County 

Section 13: N/2; 
Section 24: -S/2; 
Section 14: S/2 Sl/4; NE/4 SW/4; 

containing 760 acres, acre or less 

Record interest of Johnston, a l l , subject 
to 5# overriding royalty. 

13- Santa Fe 079052 Lessee: Bette Lou Neudecker Dated: July 1, 1948 

T 27 N. R 6 W, N.M.P.M.. Rio Arriba County 

r. Section 17:" SW/4, W/2 SE/4, SE/4 SE/4; 
^n/ 1 Section 18: SE/4, E/2 SW/4; 

containing 520 acres, nore or less. 

Record interest of Johnston, a l l , subject 
to 5% overriding royalty. 

14. Santa Fe 080385 Lessee: C. A. Slater Dated: July 1, 1951 

T 27 N. R 7 1. N.M.P.M.. Rio Arriba County 

Section 22 
Section 23 
Section 26 

Aj 1 Section 27 
Section 34 
Section 35 

SE/4; 
S/2; 
All;-
E/2, SW/4 
E/2; 
A l l ; 

containing 2560 acres, »ore or less. 

Record interest of Johnston, undivided 5/6 therein, subject 
to overriding royalty interests of 3-1/2J6, 3/4 of 1%, and 
3/4 of 1%. 
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15. Santa Fe 079364 Lessee: Mike Abraham Dated: August 1, 1948 

T^?"NrR 6"¥. W.M.PJI.. Rio Arriba County 

Section 28: All; r~ 
Section 29: All; , .- -

j V " Section-30: All; - , re
section 31: All; 

containing 2560.54 acres, more or less. 

Record interest of Johnston, undivided 5/6 therein, subject 
to overriding royalty interests of 7-1/2%, and 3% as to the 
following described acreage, in addition thereto: 

Section~28: S/2 
Section 29: N/2 
Section 30: S/2 
Section 31: S/2 

containing 1280.85 acres, more or less. 

16. Santa Fe 079365 Lessee: Mike Abraham Dated: August 1, 1948 

T 27 N. R 6 W. N.M.P.M.. Rio Arriba County . r> 

- • Section 15: All 
Section 24: W/2, W/2 SE/4, NE/4 SE/4; 

containing 1720 acres, more or less. 

Record interest of Johnston, undivided 5/6 therein, subject 
to overriding royalty interests of 7-1/2%, and 3% as to the 
following described acreage: 

Section 13: N/2 SW/4, SW/4 SW/4; 
Section 15: S/2; 
Section 34: NW/4. 

Section 13: N/2 SW/4, SW/4 SW/4; 
Section 14: W/2, SEA, SW/4 NEA; 
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17. Santa Fe 079365-A Lessee: Mike Abraham Dated: August 1, 1948 

T 27 N. R 6 W. N.M.P.M.. Rio Arriba County 

v c Section 22: NE/4, NE/4 SE/4; 
^n/ Section 23: All; 

containing 840 acres, more or less. 

Record interest of Johnston, undivided 5/6 therein, subject 
to overriding royalty interests of 7-1/256, and 3% as to the 
following described acreage, in addition thereto: 

Section 22: NE/4, NE/4 SE/4; 
Section 23: N/2; 

containing 520 acres, more or less. 

18. Santa Fe 079366 Lessee: Mike Abraham Dated: August 1, 1948 

T 27 N. R 6 W. N.M.P.M.. Rio Arriba County 

Section 19: All; 
.,~ I Section 20: All; 

Section 21: All; 
^ Section 22: W/2 W/2, SE/4 SW/4, S/2 SE/4; 

Section 27: N/2, NE/4 SEA; ^ -

containing 2558.72 acres, more or less. 

Record interest of Johnston, undivided 5/6 therein, subject 
to overriding royalty interests of 7-1/2%, and 3% as to the 
following described acreage, in addition thereto: 

Section 19 
Section 20 
Section 21 
Section 22 
Section 27 

S/2; 
N/2; 
S/2; 
W/2 SW/4, SE/4 SE/4; 
NE/4 SE/4. 
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19. Santa Fe 079367-A Lessee: Mike Abraham Dated:; August 1, 1948 

T 27 H. R 6 W. N.M.P.M.. Rio Arriba County 

,^r v Section 26: All; 
V ^ Section 27: SE/4 SE/4," W/2 SE/4, SW/4; ' '. " 

containing 920 acres, more or less. 

Record interest of Johnston, undivided 5/6 therein, subject 
to overriding royalty interests of 7-1/2%, and 3% as to the 
following described acreage, in addition thereto: 

. " Section 26: N/2; 
Section 27: SE/4 SE/4, W/2 SE/4. 

20. Santa Fe 079367-B Lessee: Mike Abraham Dated: August 1, 1948 

T 27 N. R 6 W. N.M.P.M.. Rio Arriba County 
C 

f - :' ^ Section 25: W/2, SE/4, W/2 NE/4; 

^ containing 560 acres, more or less. 

Record interest of Johnston, undivided 5/6 therein, subject 
to overriding royalties of 10-1/25&. 

21. Santa Fe 079363 Lessee: Mike Abraham Dated: August 1, 1948 

T 27 N. R 6 W. N.M.P.M.. Rio Arriba County 

>'•'• »>".- ' 
T t \- Section 1: All; * 

vSection 10: NE/4, W/2 SE/4, SW/4, SE/4 SE/4; > 
A Section 11: N/2, N/2 SE/4, SE/4 SE/4, SW/4 SW/4; 

V1 Section 12: All; 
^ Section 13: N/2, NE/4 SE/4; 

containing 2560.42 acres, more or less. 
Record interest of Johnston, undivided 5/6 therein, subject 
to overriding royalties of 7-1/2%, and 356 as to the following I 
described acreage, in addition thereto: 

C 
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25. E-290 Lessee: Levi A. Hughes Dated: Hay 2, 1945 

T 27 N. R 6 W. N.M.P.M.. Rio Arriba County 

• Section 32: E/2 NE/4, SW/4 Sf/4, SE/4; 
- Section 36: W/2 NW/4; ^ P c 

< t p
v Section 2: Lot 1, W/2 SW/4, SE/4; — ; - •-.>•••••> -

-t r....,^ Section 16: NE/4; :* 

containing 800.19 acres, more or less. 

Record interest of Johnston, undivided 5/6 therein, subject 
to 5% overriding royalty. 

26. E-290 Lessee: Levi A. Hughes Dated: May 2, 1945 

T 27 N. R 7 W. N.M.P.M.. Rio Arriba County 

^ Section 2: SW/4, SW/4 SE/4, Lots 3, 4; 
Ov v Section 36: W/2 SE/4; - '>J ,.t *J. n-n-u-J-

containing 358.96 acres, acre or less. 

Record interest of Johnston, undivided 5/6 therein, subject 
to 5JC overriding royalty. 

27. E-290 Lessee: Levi A. Hughes Dated: May 2, 1945 

T 27 N. R 6 W. N.M.P.M.. Rio Arriba County 

tfp Section 2: N/2 NW/4, NW/4 NE/4; 0 , 1 

\ Section 32: W/2 NW/4, NW/4 SW/4, W/2 NE/4, SE/4 SW/4; -
- Section 36: E/2 SW/4; 

T 27 N. R 7 W. N.M.P.M.. Rio Arriba County 

i LS 

- "' ' f t ': 

Section 2: E/2 NE/4, NE/4 SE/4;- ' 
Section 36: N/2 NE/4, E/2 SE/4 - . : ' 

containing 719.81 acres, more or less. 

Record interest of Johnston, undivided 5/6 therein, with no override, except the 
following lands which are owned 100,b, subject to 5% overriding royalty: 
Ttexfo3&arimg^£awSs^ 
ccfcxS*; T 27 N, R 6 W, Sec. 32: W/2 NE/4, SE/4 SW/4; 
T 27 N, R 7 W, Sec. 36: E/2 SE/4. t.*> 
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21. E-291 Lessee: Levi A. Hughes Dated: May 2, 1945 

T 26 N. R 7 W. N.M.P.M., Rio Arriha County -

Section 2:. Sf/4;- ' 
Section 36: E/2; •- ^c'c 

containing 480 acres, store or less. 

Record interest of Johnston, undivided 5/6 therein, subject 
to 5% overriding royalty. 

29. E-291 Lessee: Levi A. Hughes Dated: May 2, 1945 

T 25 N. R 6 W. N.M.P.M.. Rio Arriba County 

:-<r. Section 2: Lots 1, 2, S/2 NE/4; 

^ containing 160.85 acres, more or less. 

Record interest of Johnston, undivided 5/6 therein, subject 
to 556 overriding royalty. 

C 
30. E-291 Lessee: Levi A. Hughes Dated: May 2, 1945 

T 26 N. R 6 W. N.M.P.M.. Rio Arriba County 

\ Section 32: NE/4; 
Section 36: W/2 NW/4, S/2; - M 
containing 560 acres, »ore or less. 

Record interest of Johnston, undivided 5/6 therein, subject 
to 556 overriding royalty. 

i 

< 31. E-291 Lessee: Levi A. Hughes Dated: May 2, 1945 

T 25 N. R 6 W. N.M.P.M.. Rio Arriba County 

" , C Section 2: E/2 NW/4; ' 

^ T 26 N. R 6 W. N.M.P.M.. Rio Arriba County 

Section 32: S/2 SW/4; 
Section 36: E/2 NE/4; 1 

T 26 N. R 7 W. N.M.P.M. . Rio Arriba County 

•w V. . Section 2: NW/4; <•£ 
containing 400.68 acres, «ore or less. 

• i o £>D 
Record interest of Johnston, undivided 5/6 therein, leads with no override, except 

lands above located i n T 26 N, R 7 W, being «aH^aakxtoxxxjfl owned 100,2, subject to a 5̂  
overriding royalty. 

- i n . 
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TENTH FLOOR BASSETT TOWER 

( Sl £7U ff. 

©/ £P<iso Q^lalural Qas (Sony 

'exas 

fc^™!lo~T.~ September 29, 1953 

Mr. Ralph A. Johnston 
Johnston Oil and Gas Company 
1453 Esperson building 
Houston 2, Texas 

Re: Oil and Gas Lease Sale Agree
ment dated July 6, 1953 

Dear Mr. Johnston: 

In accordance vith your request, this letter v i l l 
authorize you to d r i l l prior to January 1, 1954> four addi
tional Pictured C l i f f veils making a total of nineteen such 
veils, vith the understanding that you v i l l consult vith our 

r Mr. W. T. Hollis of Farmington and agree upon locations vhich 
v v i l l be step outs or extension veils rather than inside loca-r 

/ " tions. 

We also authorize the drilling of four Mesa Verde 
veils, tvo of vhich are presently being drilled in Sections 
15 and 20, Tovmship 27, Range 6, the other tvo to be drilled 
on locations agreed upon between you and Mr. Hollis. 

As you v i l l recall, we were liberal in setting the 
minimum potentials required before ve vere obligated to take 
over veils drilled by you prior to closing because the veils 
vere to be located and drilled so as to prove as much acreage 
as possible. 

Our field office informs us that ve are making 
temporary connections to some of your veils so that gas may be 
delivered pending the Government's granting right of vay permits, 

By a copy of this letter I aia advising Mr. Hollis 
of this agreement. 

If this letter meets vith your approval^ please 
indicate your acceptance by signing in the space provided 
hereunder and return to us one signed copy for our f i l e s . 

Your1 s very truly, 

ACCEPTED and AGREED TO I f^ / ^ i ^ l ^ _^i^t^*_. 
JOHNSTON OIL AND OAS COMPANY Vice President and 

By. 
fienonl .-in pager 

ii '. ( 



OIL AND 

THIS AMENDMENT made and entered into on this 4th day 

of January, 1954, by and between JOHNSTON OIL>ND GAS COMPANY, 

a Delaware corporation, whose address is 1453, Esperson Building, 

Houston, Texas (hereinafter called "Johnston"), and EL PASO 

NATURAL GAS COMPANY, a Delaware corporation, whose address is . 

Bassett Tower, El PasO,' Texas (hereinafter called "El Paso"), 

-. . .. .. _ .... ...... 

' . • - ag if said three (3) leases and tracts were originally incor-

^ J ̂  1 ; * "poratê  in ExhibitV"A"> said Agreement when executed and 

•k T'-:-;-: aelivered; ' f ' , * , 

WHEREAS, Johnfton and El Paso made and entered into 

that certain Oil and Gas Lease Sale Agreement dated July 6, 

1953, paid Agreement*1>eing recorded in Book 16, Page 489 of 

the official records of Rio Arriba County, New Mexico, reference 

to said Agreement and the record thereof being here made for 

all purposes; and 

WHEREAS, Johnston and El Paso desire to modify and 

amend said Agreement so that same will cover and include three 

(3) leases anftracts of land hereinafter described the same 

-i . aej-iverea 
w l i f , % - " MOW. THEREFORE, for and in consideration of the sum i , 

ft* * of TEH DOLLARS (110.00) and*other good and valuable consideration, 

the full receipt insufficiency of whicf are Hereby f̂ knotlodc. 

. ~? ~ . - • _ , +-iiT*^ vi Poort "hnvp Aerreed and do agree ' 





% 

2. I t is understood and agreed l y ar.: between Johnston 

and El Paso that the interest of Johnston i n : 

T 27 N, R 6 1, Rio Arriba County 
Section. 32° W/2 NE/4, SE % SW 4 

T 27 N, R 7 W, Rio Arri~ba County 
Section 36; E/2 SE..4, 

said lands being a portion of Tract No. 27 i n said Exhibit "A", i s the 

f u l l working interest, and that none of the lands comprising the 

said Tract No. 27 are subject to overriding royalties; and said 

Exhibit "A" is hereby amended to reflect the correct interest of 

Johnston i n said lands described i n this paragraph. 

3- In a l l other respects, said Oil and Gas Lease Sale 

Agreement dated July 6, 1953, as amended hereby, is hereby 

ratified and confirmed and declared by both Johnston and El Paso 

to be in f u l l force and effect as of the date hereof. 

IN WITNESS WHEREOF the parties have executed this 

instrument on the day and year firs t hereinabove stated. 

(Seal) 
ATTEST; 

JOHNSTON OIL AND GAS COMPANY 

Asst. Secretary 
Bv /s / L. C. Oldham. Jr. 

Vice President 

(Seal) 
ATTEST: 

EL PASO NATURAL GAS COMPANY 

Asst. Secretary 

STATE OF TEXAS ) 
) 

COUNTY OF DALLAS ) 

On this 4th day of January, 1954, before me appeared 
L. C. OLDHAM, JR., to ne personally known, who, being by me duly 



















FOURTH AMENDMENT OF 
OIL AND GAS LEASE SALE AGREEMENT 

THIS AMENDMENT, made and entered into on this 1st day of 

March, A.D. 1955, by and between TEXAS NATIONAL PETROLEUM CO., a 

Delaware corporation (successor to Johnston Oil and Gas Company), 

whose address i s 902 South Coast Life Building, Houston 2, Texas, 

(hereinafter called "Texas"), and EL PASO NATURAL GAS COMPANY, a 

Delaware corporation, whose address Is Post Office Box 1492, El 

Paso, Texas, (hereinafter called "El Paso"), 

W I T N E S S E T H : 

WHEREAS, Texas' predecessor, Johnston Oil and Gas Company, 

and El Paso made and entered into that certain Oil and Gas Lease 

Sale Agreement dated July 6, 1953, recorded in Book 16, Page 489, 

of the Deed Records of Rio Arriba County, New Mexico, reference 

to said agreement and the record thereof here made for a l l pur

poses; and 

WHEREAS, said Johnston Oil and Gas Company and El Paso modi

fied and amended said agreement by that certain Amendment of Oil 

and Gas Lease Sale Agreement dated January 4, 1954 to provide that 

said agreement covered and Included.three additional leases and 

tracts of land not described and set f o r t h in said original Oil 

and Gas Lease Sale Agreement; and 

WHEREAS, said Johnston Oil and Gas Company and El Paso modi

fied and amended said agreement by that certain Amendment of Oil 

and Gas Lease Sale Agreement dated February 24, 1954 to provide 



V 

that said agreement covered and included one additional lease and 

tr a c t of land not described and sec f o r t h I n said o r i g i n a l O i l 

and Gas Lease Sale Agreement; and 

WHEREAS, said Johnston O i l and Gas Company and El Paso modi

f i e d and amended said agreement by that c e r t a i n Amendment of O i l 

and Gas Lease Sale Agreement dated May 1, 1954 to provide that 

said agreement covered and Included one additional lease and t r a c t 

of land not described and set f o r t h I n said o r i g i n a l O i l and Gas 

Lease Sale Agreement; and 

WHEREAS, Texas i s the successor corporation of a merger 

between Johnston O i l and Gas Company and Texam O i l and Gas Co. and 

Texas has succeeded to a l l r i g h t s , p r i v i l e g e s and obligations 

formerly held by or imposed upon Johnston O i l and Gas Company; 

and 

WHEREAS, Texas and El Paso desire to modify and amend the 

O i l and Gas Lease Sale Agreement dated July 6, 1953* as amended 

three times previously, by t h i s Fourth Amendment of O i l and Gas 

Lease Sale Agreement to amend and modify the obligations of E l 

Paso to take said volumes of gas or, f a l l i n g to take such volumes, 

to make payment to Texas f o r deficiencies i n volumes taken and to 

provide a new basis f o r l a t e r recovery of volumes of gas paid f o r 

but not taken by El Paso; 

NOW, THEREFORE, f o r and i n consideration of the premises„ 

the mutual agreements herein contained, and other good and valu

able consideration, the f u l l receipt and suff i c i e n c y of which are 

hereby acknowledged and confessed, Texas and El Paso have agreed 

and do agree as follows: 



1. The f i r s t three lines of Paragraph A of Section 2 

of Article I I I of the original agreement are hereby deleted and;, 

In l i e u thereof, the following is substituted: 

"Paragraph A. An overriding royalty on Johnston's 

Interest In a l l gas produced and saved from wells not committed 

to a unit area located on the subject lands being sold herein and 

as: to wells, committed to a unit agreement, an overriding royalty 

on Johnston's Interest i n a l l gas produced and saved (except gas 

used on.the unit or otherwise used for purposes which do not 

require, the payment of royalty on such gas under the provisions 

of- the basic lease Involved), from or allocated to leases l n units 

in which the said leases and subject lands have been or hereafter 

are committed as follows:" 

2. Section 2 of Article V of the original agreement is 

hereby deleted and, i n l i e u thereof, the following Is substituted: 

"Section 2 - El Paso agrees to pay to Johnston at 

Houston, Texas, on or before the twenty-fifth (25th) day of each 

month, the overriding royalties reserved by Johnston i n Paragraphs 

A and C of Section 2 of Article I I I herein applicable to the mini

mum quantities of gas required to be taken by El Paso under the 

provisions of Section 1 of Article V I I herein during the preced

ing calendar month and the overriding royalties reserved by 

Johnston under Paragraph D of Section 2 of Article I I I herein 

applicable to the gas produced and saved from or allocated to the 

subject leases during the preceding calendar month. El Paso shall 

on or before the twenty-fifth (25th) day of February next following 



the close of each calendar year submit to Johnston an apcounting 

of the gas produced and saved fror;« or allocated t o the subject 

leases during the preceding calendar year as compared" to the 

minimum quantities required to be taken during such preceding 

calendar year. I f the quantities paid f o r s h a l l exceed the 

quantities a c t u a l l y taken, the volume of prepaid gas s h a l l be com

puted to be recovered as s p e c i f i e d : i n Section 1(b) of A r t i c l e V I I . 

I f the quantities taken s h a l l exceed the quantities paid f o r , 

then such excess s h a l l be credited to recovery of any prepaid gas. 

When a l l prepaid gas has been recovered by El Paso, payment f o r 

quantities taken i n excess of the quantities paid f o r s h a l l be 

made by El Paso to Johnston concurrently w i t h the accounting. 

Should El Paso f a l l to pay any amount due to Johnston as and when 

the same s h a l l become due, then El Paso agrees to pay i n t e r e s t 

thereon at the rate of s i x percent (6$) per annum from the due 

date or dates u n t i l the date of payment thereof." 

3. Section 1 of A r t i c l e V I I of the o r i g i n a l agreement 

i s hereby deleted and, l n l i e u thereof, the following I s sub

s t i t u t e d : 

"Section 1 -

a. El Paso agrees tha t , as soon as reasonably 

possible, but not exceeding ninety (90) days a f t e r the date of 

closing herein provided f o r , i t w i l l commence and continue taking 

gas produced from wells now e x i s t i n g or which may be hereafter 

completed on the t r a c t s of land covered by leases being sold to 

i t hereunder, and s h a l l take the following minimum quantities of 
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gas, subject to the a b i l i t y of the wells to produce said quanti

ties under the rules and regulations of governmental authorities 

having j u r i s d i c t i o n thereof: 

From Mesa Verde and Pictured C l i f f s wells: 

(1) not committed to a unit agreement, an amount 

each day equal to twenty-five percent (25$) of aggregate open 

flow" potenti&l of a l l such wells on an eighty percent (Q0%) load 

factor, "averaged annually; 

(2) committed to a unit agreement, an amount each 

day equal to the portion of the " t o t a l requirements to take gas 

from the unit", as such term is hereinafter defined, allocated to 

the leases covered by this agreement, averaged annually. 

Whenever the production of gas from any such wells 

not committed to a unit agreement is subject to proration under 

regulations or orders of governmental authority having j u r i s 

diction, ninety percent (90%) of the allowable for each such well 

shall be substituted for the amount specified i n subparagraph 1 

above as El Paso's requirement to take gas, provided, however, 

should the allowable assigned to any well exceed that well's 

actual producing a b i l i t y , then such actual producing a b i l i t y shall 

be substituted for that well's allowable when computing El Paso's 

requirement to take gas. The term " t o t a l requirement to take gas 

from the unit" as used herein shall be determined on a unit basis 

by totaling for a l l wells l n the unit, whether or not on the acre

age or leases assigned to El Paso by Johnston, ninety percent 

(90%) of their respective allowables (or when appropriate as pro

vided i n the next paragraph hereof either twenty-five percent (25$) 
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v o f the aggregate open flow potential on an eighty percent (80%) 

load factor or the actual producing a b i l i t y of the well) with 

the amount so determined being then reduced to Johnston's net 

unit working Interest. 

Whenever the production of gas from any wells com

mitted to a unit agreement is not subject to proration, then the 

total.requirement to take gas from the unit shall be computed by 

obtaining the sum of twenty-five percent (25%) of the aggregate 

open flow potentials of a l l such nonprorated unit wells on an 

eighty percent (80$) load factor, averaged annually. Whenever 

the production of gas from any wells committed to a unit agree

ment i s subject to proration, the t o t a l requirement to take gas 

from the unit shall be computed by obtaining the t o t a l of ninety 

percent (90%) of the allowables for each well, provided, however, 

should the allowable assigned to any well exceed that well's 

actual producing a b i l i t y , then such actual producing a b i l i t y shall 

be substituted for ninety percent (90%) of that well's allowable 

when computing the t o t a l requirement to take gas from the unit. 

Gas used In the unit, sold as d r i l l i n g gas or dis

posed of i n any manner except by pipeline purchase shall not be 

considered i n the computations made under this subparagraph a. 

b. El Paso shall not be required under any pro

visions of this agreement to take or purchase gas from any well 

at a wellhead working pressure of less than 100 psig." In l i e u of 

taking the minimum quantities of gas required by this Section 1, 

El Paso may pay to Johnston in cash a l l amounts which would have 
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been due to Johnston hereunder had such quantities been taken. 

Any gas paid for by El Paso but net taken during any year by 

virtue of the minimum take or pay provisions hereof may be taken 

by El Paso from the subject lands at any time thereafter out of 

any production i n excess of the minimum quantities above provided 

for during the period or periods in which such quantities are 

.being made up. Quantities taken during any year i n excess of the 

monthly minimum requirement may be applied against past deficien

cies but not against deficiencies which may occur in the future. 

In the determination for each well of the monthly 

minimum quantities to be taken (or paid for whether taken or not) 

as provided under the provisions of Section 1 of Article V I I , 

such minimum quantities, to the extent production and delivery of 

gas from such well was not possible because of force majeure or 

other causes herein specified, shall be reduced i n the proportion 

that the number of days that production was suspended by force 

majeure or other causes herein specified bears to the number of 

days within such month. No reduction i n allowables for force 

majeure or other causes herein specified shall be allowed for any 

period of time In excess of the time necessary to have the 

i n a b i l i t y to produce and deliver remedied with reasonable dispatch. 

As to a l l wells covered hereunder where El Paso is 

or may hereafter be the operator, El Paso agrees that i t w i l l use 

due diligence of a reasonably prudent operator to manage, operate 

and produce such wells in a manner which w i l l reduce to a minimum 

the time during which such wells are unable to produce and deliver 

the quantities of gas allowed by law. 



The term "force majeure" as employed herein s h a l l 

mean acts of God, s t r i k e s , lockouts or other i n d u s t r i a l 

disturbances, acts of the public enemy, wars, blockades, insur

rections, r i o t s , epidemics, landslides, l i g h t n i n g , earthquakes, 

f i r e s , storms, floods, washouts, arrests and r e s t r a i n t of the 

government, e i t h e r federal or state, c i v i l or m i l i t a r y , c i v i l d i s 

turbances, explosions,"breakage or accidents to the lin e s of pipe 

used to accomplish delivery hereunder, i n a b i l i t y of any party 

hereto-to obtain necessary materials, supplies, or permits, due 

to e x i s t i n g or future r u l e s , regulations, orders, laws or 

proclamations of governmental a u t h o r i t i e s (both federal and s t a t e ) , 

including both c i v i l and m i l i t a r y , or i n a b i l i t y of any purchaser 

or purchasers of gas from the subject lands to receive gas by 

reason of force Majeure a f f e c t i n g such purchaser or purchasers, 

and any other cause, whether of the kind herein enumerated or 

otherwise, not reasonably w i t h i n the control of the party claim

ing suspension. I t i s understood and agreed that the settlement 

of s t r i k e s or lockouts s h a l l be e n t i r e l y w i t h i n the d i s c r e t i o n of 

the party having the d i f f i c u l t y , and that the above requirement 

that any force majeure s h a l l be remedied with a l l reasonable d i s 

patch s h a l l not require the settlement of st r i k e s or lockouts by 

agreeing to the demands of the opposing party when such course i s 

inadvisable i n the sole d i s c r e t i o n of the party having the d i f f i 

c u l t y . " 

I n a l l other respects, said o r i g i n a l O i l and Gas Lease Sale 

Agreement as heretofore and hereby modified i s r a t i f i e d , confirmed 
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and declared to be in f u l l force and effect. 

IN WITNESS WHEREOF, the parties have executed' this instru

ment on the day and year f i r s t hereinabove stated. 

ATTEST: 

Secretary 

TEXAS NATIONAL PETROLEUM CO. 

By 
President 

ATTEST: 

Assistant Secretary 

EL PASO NATURAL GAS COMPANY 

By 
Vice President 

-9-



STATE OF TEXAS 

COUNTY OF HARRIS 

On this day of ,1956, before me appeared 
, to me personally 

known, who, being by me duly sworn, did say that he is the 
President of TEXAS NATIONAL PETROLEUM CO., and that the seal 
affixed to said Instrument Is the corporate seal of said corpo
ration, -and- that said instrument was signed and sealed In behalf 
of said corporation by authority of i t s board of directors, and 
said acknowledged said instrument 
to be the free act and deed of said corporation. 

My-commission expires: Notary Public i n and for 
Harris County, Texas 

STATE OF TEXAS 

COUNTY OF EL PASO 

On this day of , 1956, before me appeared 
• , to me personally 

known, who, being by me duly sworn, did say that he is the Vice 
President of EL PASO NATURAL GAS COMPANY, and that the seal 
affixed to said instrument is the corporate seal of said corpo
ration, and that said instrument was signed and sealed i n behalf 
of said corporation by authority of i t s board of directors, and 
said • • acknowledged said instrument to 
be the free act and deed of said corporation. 

My commission expires: Notary Public l n and for 
El Paso County, Texas 
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AMENDMENT OF OIL AND GAS 
LEASE SAJ-E AGRKTiMFNT 

THIS AMENDMENT made and entered into on this 1st day of 

May, 1954, by and between JOHNSTON OIL AND GAS COMPANY, a _ 

Delaware corporation whose address is 1453 Esperson Building, 

Houston, Texas (hereinafter called "Johnston"), and EL PASO 

NATURAL GAS COMPANY, a Delaware corporation whose address is 

Bassett Tower, El Paso, Texas (hereinafter called "El Paso"), 

WHEREAS, Johnston and El Paso made and entered into that 

certain Oil and Gas Lease Sale Agreement dated July 6, 1953, 

said Agreement being recorded in Book 16, page 489, of the 

Official Records of Rio Arriba County, New Mexico, reference to 

said Agreement and the record thereof being here made for all 

purposes; and 

WHEREAS, Johnston and El Paso modified and amended said 

Agreement by that certain Amendment of Oil and Gas Lease Sale 

Agreement dated January 4, 1954, so that said Agreement covered 

and included three (3) additional leases and tracts of land not 

described and set forth in said original Oil and Gas Lease Sale 

Agreement; and 

WHEREAS, Johnston and El Paso desire to modify and amend 

said Agreement so that same will cover and include the lease and 

tract of land hereinafter described the same as if said lease 

and tract of land were originally incorporated in Exhibit "A" to 

said Agreement when executed and delivered; 
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NOW, THEREFORE, for and In consideration of the sum of 

Ten Dollars ($10.00)_and other good and valuable consideration, 

the full receipt and sufficiency of which are hereby acknowledged 

and confessed, Johnston and El Paso have agreed and do agree as 

follows: 

... i . - Said Oil and Gas Lease Sale Agreement dated July 6, 

1953, as amended by that certain Amendment dated January 4, 1954, 

is hereby.modified and amended by .the:addition of the following 

lease and tract jjf land to Exhibit _"A"_-therea£*_ the same as i f 

said lease and tract of land were originally described in said 

Oil and Gas Lease Sale.Agreement dated July 6, 1953, when execut

ed and delivered and subject _to the terms, provisions and condit

ions thereof: 

"Oil and Gas Lease on privately owned lands 

Lessors: Clifford A. Kaime and Gladys H. Kaime 

Lessee: C. H. Nye 
«/ 

1 Dated: March 11, 1946 
C-I 

Township 27 North, Range 6 West, N.M.P.M., 
Rio Arriba County. New Mexico 

, ,„ Section 22: E/2 NW/4, NE/4 SW/4, NW/4 SE/4, 

and containing 160 acres, more or less. 

Record Interest of 
Johnston: All of the above lease, subject to 

overriding royalties totaling 12-1/2:36 
of total production of oil and gas. 

Recordation Book 3, pages 103-104, of the Official 
Data: Records of Rio Arriba County, New 

Mexico, reference to said lease and the 
record thereof being here made for all 
purposes." 
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2. In a l l other respects, said Oil and Gas Lease Sale 

Agreement dated July 6, 1953, as amended by that certain Amendment 

"dated January 4, 1954, and as amended hereby, is hereby Ratified 

and confirmed arid declared by both Johnston and El Paso to be in 

full force and effect as of the date hereof. 

IN WITNESS WHEREOF the parties hereto have executed this 

instrument on the day and year first hereinabove written. 

(SEAL) 
-̂ ATTEST: 

_£<_£- ar.-. ~rs.:' zi' 

s/ Gladys Watford 
Secretary 

JOHNSTON OIL AND GAS. COMPANY 

Bv s/ L. C. -Oldham. Jr. 
Vice President 

(SEAL) 
ATTEST: EL PASO NATURAL GAS COMPANY 

s/ A. C. Martch 
Asst.•Secretary 

By s/ H. F. Steen 
Vice President 

STATE OF TEXAS 

COUNTY OF HARRIS : 

On this 1st day of May, 3954, before me appeared 
L. C. Oldham, Jr , to me personally known, who, 
being by me duly sworn, did say that he is the Vice President 
of JOHNSTON OIL AND GAS COMPANY, and that the seal affixed to 
said instrument is the corporate seal of said corporation, and 
that said instrument was signed and sealed in behalf of said 
corporation by authority of its Board of Directors, and said 

L. C. Oldham, Jr. acknowledged said instrument to be 
the free act and deed of said corporation. 

IN WITNESS WHEREOF, I have hereunto set my hand and 
affixed my official seal the day and year in this certificate 
first above written. 

(SEAL) 
s/ B. J. Reeme 

Notary Public in and for 
Harris County, Texas. 
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STATE OF TEXAS : 

COUNTY CF EL PASO : 4 

••'•On this 22nd day of June, 1954, before me appeared 

being by me duly sworn, did say that he is the Vice President 
of EL PASO NATURAL GAS COMPANY, and that the seal affixed to 
said instrument is the corporate seal of said corporation, and 
that said instrument was signed and sealed in behalf of said 
corporation by authority of its Board-of ̂Directors;-and said 

H. F. Steen acknowledged said instrument to be 
the ̂ free act and deed of said corporation. 

IN WITNESS WHEREOF, I have hereunto set my hand and 
affixed my official seal the day and year in this certificate 
first above written. 

H. F. Steen ,, to me personally known, who 

(SEAL) 
s/ Helen Adams 

Notary Public in and for 
El Paso County, Texas. 



AMENDMENT OF / > " ' 

OIL AND GAJ5 LEAffg SALE APRI 

THIS AMENDMENT made and entered into on this 24th day 

of. F.ebruary^-1954• by-and-between- JOHNSTON OIL AND GAS COjffANY, 

a -Delaware corporation, whose address is 1453 Esperson Building, 

Houston",- Texas (hereinafter- "called "Johnston"")," and EL PASO 
„ . _ . v. ~ v - > - w ; - •.• - - -

NATURAL GAS CQMPANY,_a -Delaware corporation, whose "address is 

Bassett Tower, ElJ'aso, Texas (hereinafter called "EL Paso"), 

a?:.-.::*- r- - - - i "VJUrjUUULJCW*- " 

WHEREAS, Johnston and El Paso made and entered into 

that certain Oil and Gas Lease Sale Agreement dated -July 6}—-- — 

1953, said Agreement being recorded in Book 16, Page 489 of 

the official records of Rio Arriba County, New Mexico, reference 

to said Agreement and the record thereof being here made for 

all purposes; and 

WHEREAS, Johnston and El Paso desire to modify and 

amend said Agreement so that same will cover and include one 

(l) lease and tract of land hereinafter described the same as 

if said one (l) lease and tract was originally incorporated 

in Exhibit "A" to said Agreement when executed and delivered; 

NOW, THEREFORE, for and in consideration of the sum 

of TEN DOLLARS ($10.00) and other good and valuable consideration, 

the full receipt and sufficiency of which are hereby acknowledged 

and confessed, Johnston and El Paso have agreed and do agree as 

follows: 

1. Said Oil and Gas Lease Sale Agreement dated July 

6, 1953 is hereby modified and amended by the addition of the 
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following one (l) lease and tract of land to Exhibit "A" there

of the same as if said one .(l).l?ase and tract was originally 

described in said Oil and Gas Lease Sale Agreement dated July 

6, 1953, when executed and delivered and subject to the terms, 

provisions and conditions thereof: 

Oil and Gas Lease, State of New Mexico 

E-2659 Lessee: Clinton C. Seymour Dated: May 10, 1949 

T-27-N. R-10-W. San Juan County 

Section 32: NW/4 

containing 160.00 acres, more or less. 

Record interest of Johnston: a l l of the above lease, subject 
to overriding royalties totaling 5% of total production of oil 
and gas. 

2. In a l l other respects, said Oil and Gas Lease Sale 

Agreement dated July 6, 1953, as amended hereby, is hereby rati

fied and confirmed and declared by both Johnston and EL Paso to 

be in full force and effect as of the date hereof. 

IN WITNESS WHEREOF the parties have executed this in

strument on the day and year first hereinabove stated. 

ATTEST: JOHNSTON OIL AND GAS COMPANY 

/s/ Gladys Watford By /s/ L. C. Oldham. Jr. 
Secretary Vice President 

(Corporate Seal) 

ATTEST: EL PASO NATURAL GAS COMPANY 

/s/ A. C. Martch By /s/ H. F. Steen 
Assistant Secretary Vice President * 

(Corporate Seal) 

STATE OF TEXAS ) 
) 

COUNTY OF HARRIS ) 

On this 10th day of May ,1954, before me 
appeared L. C. Oldham. Jr. ,to me personally 
known, who, being by me duly sworn, did say that he is the Vice 
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President of JOHNSTON OIL AND GAS COMPANY, a Delaware corporation, 
and that the seal affixed to said instrument is the corporate 
seal of said corporation, and thrt said instrument was signed 
and sealed i n behalf of said corporation by authority of i t s 
board of directors, and said L C. Oldham. Jr. . 
acknowledged said instrument to be the free act and deed of 
said corporation. 

. IN WITNESS WHEREOF, I have hereunto set my hand and 
affixed my offxial seal the day and year i n this certificate 
f i r s t above_written. . 

My commission expires: .- -•/»/ B. J. Reeme — - -
Notary Public, County of Harris, 

6-1-55 _ _ State of Texas 
(Notarial Seal) 

STATE OF TEXAS ) 
) 

COUNTY OF EL PASO ) 

On this 22 dav of March 1954, before 
me appeared H. F. Steen, to me personally known, who, bein<? by 
me duly sworn, did say that he is the Vice President of EL PASO 
NATURAL GAS COMPANY, and that the seal affixed to the foregoing 
instrument is the corporate seal of said corporation, and that 
said instrument was signed and sealed in behalf of said corpor
ation by authority of i t s board of directors, and said H. F. 
Steen acknowledged said instrument to be the free act and deed 
of said corporation. 

IN WITNESS WHEREOF, I have hereunto set my hand and 
affixed my o f f i c i a l seal the day and year in this certificate 
f i r s t above written. 

My commission expires: /s/ Else M. Richardson 
Notary Public, County of El Paso, 

Else M. Richardson State of Texas 
Notary Public, in and for El Paso 
County, Texas 
My commission expires June 1, 1955 
(Notarial Seal) 



(o l aso ^Ylaiural Q a s (Sompany /Ss' ^.^<£//v. 

TENTH FLOOR BASSETT TOWER 17] o / o 

'exas 

January 27, 1954 

Johns-ton-ail^G^.-Ccmpanx^^ ; - — 
1453 Esperson Building 
Houston 2, Texas 

; • -_c: - - • i - — - R e a O ' i l ~ & - ' G a s Letse-Sale. Agreement 
July 6, 1953 

Gentlemen: 

In connection with the above agreement between 
Johnston O i l & Gz-s Company 

and E l Paso Natural Gas Company, reference is made to that portion covering the 
sale of liquid hydrocarbons. 

This is to notify you that the E l Paso Natural Gas Company has entered 
into an agreement with the Standard Oil Company of California for the total out
put of natural gasoline less any quantities E l Paso Natural Gas Company may be 
obligated to deliver in kind to any party or parties selling or supplying natural 
gas for processing in the E l Paso Natural Gas Company's Wingate Plant. 

This contract v i l l cover a period beginning April 1, 195^, and ending 
March 31, 1955' The price i s based on l/2# per gallon under the average Los 
Angeles Basin postings for natural gasoline of Standard of California less an 
amount equal to the carload freight rate (including tax) from Zuni, New Mexico 
to E l Segundo, California existing at time of shipment. The price today is 
6.96 net F.O.B. E l Paso Natural Gas Company's Wingate Plant for 18 pound gaso
line. 

In accordance with the terms and conditions of our contract, we are 
giving you notice 60 that you shall elect, within thirty (30) days, either to 
Join in such contract or to take in,kind your share of the product. 

As El Paso wishes to firm the sale of" the entire production of gaso
line, and Standard Oil of California wishes to make firm purchase of the entire 
quantity of gasoline, your approval of the contract term would be appreciated* 
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Johnston Oil & Gas Company 
Page 2 

If the above terms meet with your approval, please sign below and 
return two copies for our files. 

Very truly yours, 

EL PASO NATURAL GAS COMPANY 

BV ^'^ri7h.*D 
'Vice President 

AGREED TO AND ACCEPTED: . 

A ^ M .<!f..l9SV 

Johnston O i l & Gas/Company 
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AMENDMENT QF h " ' 

OIL AND GAS LEASE SALE AGREEMENT 

THIS AMENDMENT made and entered into on this 4th day 

of January, 1954, hy and between JOHNSTON OIL AND GAS COMPANY, 

a Delaware corporation, whose"address is 1453 Esperson Building, 

Houston, Texas (hereinafter called "Johnston"), and EL PASO 

NATURAL GAS COMPANY, a Delaware corporation, whose address is 

Bassett Tower, El Paso, Texas (hereinafter called "El Paso"), 

IIIHfi£afiIB:_ 

WHEREAS, Johnston and El Paso made and entered into 

that certain Oil and Gas Lease Sale Agreement dated July 6, 

1953, said Agreement being recorded in Book 16, Page 489 of 

the o f f i c i a l records of Rio Arriba County, New Mexico, reference 

to said Agreement and the record thereof being here made for 

a l l purposes; and 

WHEREAS, Johnston and El Paso desire to modify and 

amend said Agreement so that same w i l l cover and include three 

(3) leases and tracts of land hereinafter described the same 

as i f said three (3) leases and tracts were originally incor

porated in Exhibit "A" to said Agreement when executed and 

delivered; 

NOW, THEREFORE, for and in consideration of the sum 

of TEN DOLLARS ($10.00) and other good and valuable consideration, 

the f u l l receipt and sufficiency of which are hereby acknowledged 

and confessed, Johnston and El Paso have agreed and do agree 

as follows: 
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1. Said Oil and Gas Lease Sale Agreement dated 

July 6, 1953 is hereby modified and amended by tbe addition 

of the following three (3) leases and tracts of land to 

Exhibit "A" thereof the same as if said three (3) leases, 

and tracts were originally described in said Oil and Gas 

Lease Sale Agreement dated July 6, 1953, when executed and 

delivered and subject to the terms, provisions and conditions thereof: 

"Federal Oil and Gas Leases Situated in New Mexico 

Santa Fe 079360 Lessee: M. A. Romero Dated: October 1, 1948 

, T 27 N, R 7 W. Rio Arriba County • 
' Section 15: E/2 \ *tA KVV ' »> K" 

Section 22: NE/4 J •• 
Section 23: N/2 '' { \t-

containing 800 acres, more or less. 

Record interest of Johnston: all of the above lease, subject to 
overriding royalties totalling % of total production of oil 
and gas. 

Oil and Gas Leases. State Lands of New Mexico 

E-6443 Lessee: A. E. Cathey Dated: August 14, 1952 

T 27 N. R 6 W. Rio Arriba County 

Section 16: NE/4 SE/4 

containing 40 acres, more or less. 

Record interest of Johnston: a l l of the above lease, subject to 
overriding royalties totalling 5$ of total production of oil and 
gas. 

E-290 Lessee: Levi A. Hughes Dated: May 2, 1945 

T 27 N. R 6 W. Rio Arriba County 

J . . . ., ''Section 16: W/2, W/2 SE/4, SE/4 SE/4 ,v> 

/,, containing 440 acres, more or less. 

Record interest of Johnston: a l l of above lease, subject to 
overriding royalties totalling 1056 of total production of oil 
and gas." 

-2-
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2. I t is understood and agreed by and between Johnston 

and EL Paso that the interest of Johnston in: i 

'> T 27 N. R 6 1. Rio Arriba County • • - u 

•~>" Section 32: W/2 NE/4, SE/4 SW/4 ^ ' P 

V, . - - - -
T 27 N. R 7 1. Rio Arriba County J , 
Section 36: E/2 SE/4, ~ti*>- f M' 

?ribt 

said lands being a portion of Tract No. 27 in said Exhibit "A", is the 

full working interest, and that none of the lands comprising the 

said Tract No,.27_are subject Jto overridij^ royjaJLtiesi and said 

Exhibit "A" is hereby amended to reflect the correct interest of 

Johnston in said, lands described in this, paragraph. 

3. In a l l other respects, said Oil and Gas Lease Sale 

Agreement dated July 6, 1953, as amended hereby, is hereby 

ratified and confirmed and declared by both Johnston and El Paso 

to be in full force and effect as of the date hereof. 

IN WITNESS WHEREOF the parties have executed this 

instrument on the day and year first hereinabove stated. 

(Seal) JOHNSTON OIL AND GAS COMPANY 
ATTEST: 

/s/ Alfred E. MCTJ^P Bv /s/ L. C. Oldham. Jr. 
Asst. Secretary Vice President 

(Seal) EL PASO NATURAL GAS COMPANY 
ATTEST: 

/s/ R. J. Crowley Bv /s/ H. F. Steen 
Asst. Secretary : 

STATE OF TEXAS ) 
) 

COUNTY OF DALLAS ) 

On this 4th day of January, 1954, before me appeared 
L. C. OLDHAM, JR., to me personally known, who, being by me duly 

-3-
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sworn, did say that he is the Vice President of JOHNSTON OIL AND 
GAS COMPANY, a Delaware corporation, and that the seal affixed to 
said instrument is the corporate'• seal of said corporation, and that 
said instrument was signed and sealed in behalf of said ̂ corporation 
by authority of its board of directors, and said L. C. OLDHAM, JR. 
acknowledged said instrument to be the free act and deed of said 
corporation. 

IN WITNESS WHEREOF, I have hereunto set my hand and 
affixed my official seal the day and year in this certificate 
first above written. 

(Seal) 

My_commission expires 
June 1, 1955. 

/s/ Barbara Mallov 
Notary Public in and for 
Dallas County, Texas 

STATE OF TEXAS ) 
) 

COUNTY OF DALLAS ) 

On this 4th day of January , 1954, before me 
appeared H. F. Steen , to me personally known, who being 
by me duly sworn, did say that he is the Vice President of 
EL PASO NATURAL GAS COMPANY, a Delaware corporation, and that the 
seal affixed to said instrument is the corporate seal of said 
corporation and that said instrument was signed and sealed in behalf 
of said corporation by authority of its board of directors and said 

H. F. Steen acknowledged said instrument to be the free 
act and deed of said corporation. 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed 
my official seal the day and year in this certificate first above 
written. 

(Seal) 
/s/ Barbara Mallov 

My Commission Expires Notary Public 
June 1, 1955. 
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J annex7 4» 1254 

J l /33d Ststsxral Cas Caapany 
i ? * t Cff le* fc*x 1432 

£a»© # 7«*&s 

Oeatlesea: .. . .. 

i a cofiiu'cWoa »t th our awilvtry lo y®v on this date 
of aaatro&s Aeaf fijw?*nta of tfeUtee Hate a QU and &as 
Lease* tot? State of S«w Mextea Lease* c o v e r t i a » 4 s ta 
&l© Arr i ta s&£ iaa #«*an Counties* Nev Xiexlce* vsrwler an* 
pttrseant to th* tera* »«KJ provision* or oar -"il tn«l Caa 
Leate Sale ^r*tje«i»t datec? July 13S3# I t i s cs»te.*plai*t2 
that yon wi l l take ov«r and aasese tha operation «f varies* 
sea *>*lis situated on leases &n4 :s.nds# a i l sf which 
\*»Ht an£ the location thereof ar* set farth in that 
certain t i l l af Sale dstect January 4, 1054 £*Iivere< ta 
yem stray* 

le th* case of United >t*t€* - I I sac Cas Leases 
an jhtfclic Lssa in , it ts uatferstosd a.a«s a^Tfatf iJ»*t you 
-aay take over »a<? asstsxt tloa apcrstJon of *aa wci is 
iacatec on aaa* p r i . r io tt»e f i l i n g c f your iastrassa&t* 
of >est&aaeAt aa£ t:*c substituting cf your b^a^a for 
t**ase of oars "sftich say fc*' effect* 

I s this racartf, ycc agree te ineesssify held us 
Persies* fr«>3 anst agaiost a l l clals&s* d assess* sat is and 
l i a b i l i t i e s thai say arise o«t of or result f r o « th* acts 
or 36*is*l*>»* of your servants* agents* eaploy*es» off tears 
ar representatives in Uwt operation, af salt? 

I f tlsla letter taee-ts vith your approval and acceptance» 
piease indicate the »a?re be t <*w tne) re tern three executed 
copies to us far our f i l e s * 

Ysurs very tru ly , 

JCHSSTCK wli. CAS C^ef^Y 

:\?PFCVT£ AND ACCiJPTEO 
this 4ts» tay of January* 1554* 
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January 4 > 1954 

El Paso Natural Gas Company 
Bassett Tower 
El Paso, Texas 

Re: Rincon Lease Sale 

Gentlemen: 

Contemporaneous ly with the execution of this 
letter agreement, we are closing with you the sale of 
those certain oil and gas leasehold interests more par
ticularly described in that certain Oil and Gas Lease Sale 
Agreement between our companies dated July 6, 1953, covering 
lands situated in Rio Arriba and San Juan Counties, New 
Mexico. 

One of the wells which we are selling to you 
under the terms of the said Agreement is known as the Rincon 
Unit No. 23 Well and is located in the SW/4 of Section 35, 
Township 27 North, Range 7 West, N.M.P.M. Such well is now 
being drilled and is to be completed in the Mesaverde Form
ation. As to such well, i t is hereby agreed that notwith
standing the provisions of Article IV of our said Agreement 
we shall complete such well at our risk and expense, and 
upon completion of the same we agree to deliver such well 
to you and you agree to pay to us promptly thereafter the 
sum of $90,000.00 in cash therefor, provided, however, that 
you shall not be obligated to purchase such well and pay 
to us the said $90,000.00 in cash unless such well shall be 
completed in the Mesaverde Formation and shall have an open 
flow potential of at least 500 MCF of gas per day. 

Another of the wells which we are selling to you 
today under the terms of our said Agreement with you is known 
as the Rincon Unit No. 21 Well and is located in the SW/4 
of Section 16, Township 27 North, Range 6 West, N.M.P.M. 
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£1 Paso Natural Gas Company Page 2 
1-4-54 

It is agreed that such veil has been tested and conforms to 
the requirements of our said Agreement as to open flow potential, 
hut that such well has not been completed and cannot be com
pleted until you have laid a gas line to connect it with your 
gathering system in that area. You are paying to us as a part 
of the closing transaction the sum of $90,000.00 in cash, rep
resenting the full purchase price for such well, but we agree 
that when you shall have laid a gas -line to such well for the 
purpose of connecting i t to your gathering system, we will 
either complete such well at our cost and expense, or you may 
complete the same for our account. 

: I f the foregoing conforms to your understanding of 
this supplemental agreement, please execute a copy of this letter 
in the space provided below and return i t to us, whereupon i t 
will constitute a binding contract between us. 

Yours very truly, 

JOHNSTON OIL AND GAS COMPANY 

By /s/ Ralph A. Johnston 
President 

ACCEPTED AND AGREED TO: 

EL PASO NATURAL GAS COMPANY 

By /s/ H. F. Steen 
Vice President 
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FIFTH AMENDMENT OF 
OIL AKP GAS LEASE SALB AGREEMENT 

THIS AaSNBJISN?, entered into the TJf d a7 o f /Yc'l>'tAfi ft±rSj , 

A.D., 1956, by and between TEXAS NATIONAL PETROLEUM COMPANY, a Delaware corporation 

(successor to Johnston Oil and Gas Coapany), whose address is 902 South Coast Life 

building, Houston 2, Texau, (hereinafter called "Texas"), and EL PASO NATURAL GAS 

COMPANY, a Delaware corporation, whoBe address is Post Office 3ox 1492, £1 Paso, 

?esa3, (hereinafter called "21 Paso'), 

W I T N E S S E T H : 

WHEREAS, Texas' predecessor, Johnston Oil and Gas Conpany, and £1 Paso rusdo 

and entered into that certain Oil and Gus Loase Sale Agreement dated July 6, 1353, re

corded in Book 10, Pa^c 4S9, of the Deed Eecords oi Eio Arriba County, Now Mexico, r-2-

zersr.ee to said agreement and the record thereof is hereby made for a l l purposes; and 

'TIIEItEAS, said Joans ton Oil and Gas Company and El Paso modified and aiaended 

yaid agreement by that certain Amendment of Oil and Gas Lease Sale Agreon^nt dated 

January 4, 1954, to provide that said agreement covered and Included three additional 

leases and tracts of land not described and set forth in said original Oil and Gaa 

Lease Sale Agreement; 3:id 

WHEREAS, said Johnston Oil and aaa Coapany and E l Pa30 modified and amended 

aaid agreement by tbat certain Amsndment of Oil and Gas Lease Sale Agreement dated 

February 24, 1954, to provide that said acreotaont covorod and included one additional 

louse and tract of land not described and sot forth in said original Oil and Gas Lease 

Sale Aireensent; and 

WHEREAS, said Johnston Oil and Gas Company and E l Paso modified and amended 

said agreement by that certain uaendaent of Oil and Gas Lease Sale Agreement dated 

'lay 1, 1954, to provide that said agreement covered and included ono additional lease 

^nd tract of land not described and set forth ir. said original Oil and Gaa Lsase sale 

Agreement; and 

'WHEREAS, said Texas and El Paso modified and anended said agreement by that 

certain Amendment of Oil and Gas Lease Sale Agreement dated March 1, 1955, to provide 

that the obligation* of S l Paso to take said volumes of gas or, failing to take such 

voluaes, to aako payment to Texas for deficiencies ia volumes taken and provide a new 

basis for later recovery of volumes of gas paid for but not taken by E l Paso; 
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WHEREAS, Texas and E l Paso desire to modify and anend aaid agreement so 

that i t will cover and include the lease and tract of land hereinafter described 

the same as i f said lease and tract of land were originally incorporated in Exhibit 

"A" to said agreement when executed and delivered; 

NOW, THEREFORE, for and in consideration of the premises, the mutual agree

ments herein contained, and other good and valuable consideration, the ful l receipt 

and sufficiency of which are hereby acknowledged and confessed, Texas and E l Paso 

have agreed and do agree as follows: 

1. Said Oil and Gas Lease Sale Agreement dated July 6, 1953, as amended 

by theS3 certain amendments dated January 4, 1954, February 24, 1954, May 1, 1954, 

and aarch 1, 1955, is hereby oodified and amended by the addition of the following 

lease and tract of land to Exhibit "A" thereof, the same as i f said lease and tract 

of land were originally described in said Oil and Gas Lease Sale Agreement dated 

July 3, 1953, when executed and delivered and subject to the terms, provisions and 

cond i t ions thereo f: 

' Oil and Gas Lease, State of Hew Mexico 
Y E-2659-4, Original Lessee: Clinton C. 

Seymour, dated May 10, 1949 

Township 27 North, Range 10 West, San Juan County 
Section 32: SW/4 

Containing 160.00 acres, more or less 

Record interest of Texas in the above lease i s only subject to overriding royalties 

totaling five percent (5%) of total production of o i l and gas. 

2. In a l l other respects, said Oil and Gas Lease Sale Agreement as hereto

fore and hereby nodifled is ratified, confirmed and declared to be in full force and 

effect. 

IN WITNE33 WHEREOF, the parties have executed this instrument on the day and 

year first hereinabove written. 

ATTEST: TEXAS NATIONAL PETROLEUM COMPANY 

- 2 -
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STATS Of TEXAS 

COUNTY 07 HARRIS 

I 
I 
1 

Ad* of 1956, before ae appeared On thia \o3quday o 
. QQ^Us-flov^ ' t o ** personally known, who, being by ee duly sworn 

did say that he Is the Vicig-_ President of TEXAS NATIONAL PETROLEUM COMPANY, and that 
the seal affixed to the foregoing instrument i s the corporate seal of said corporation, 
and that said Instrument was signed and sealed ia behalf of said corporation by authority 
of its Board of Directors, and said \ (z. . (^Vi^V.n,,.. <\W'T acknowledged said 
instrument to be the free act and deed of said corporation. ' \ 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal 
the day and year in this certificate fir s t above written. 

My commission expires: 

Q 
Notary Public inahd for Harjjia ^ounty, 
State of Texas. Notary Public Karris County, 

STATE Or TEXAS 

COUNTY OF EL PASO 

day of / I s f L ^ ^ f % ^ /• t 1956, before me appeared H. F. 
igrlly known, who, being by me duly sworn did say that he is the Vice 

On this 
Steen, to me person^ 
President of SL PASO NATURAL GAS COMPANY, and that the seal affixed to the foregoing 
instrument is the corporate seal of said corporation, and that said instrument was 
signed and sealed in behalf of said corporation by authority of its Board of Directors, 
and stid H. F. Steen acknowledged said instrument to be the free act and deed of said 
corporation. 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my officisil seal 
tho day and year in this certificate first above written. 

Hy commission expires: 
HARTHA B. IVET, 

Notary Punlic. In end lor El Pa«n f.mmtv Te»i« 

K t Commission expires June 1 , 1367 
Notary Public in 
County, State of Texas 

f<2 *J2„ 
and for EX Pa 

- 3 -
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SIXTH AMENDMENT OF 
OIL AND GAS LEASE SALE AGREEMENT 

THIS AMENDMENT, made and entered into on this ± t :-'K day of 

CO., a Delaware corporation (successor to Johnston Oil and Gas Com

pany), whose address i s 902 South Coast Life Building, Houston 2, 

Texas, (hereinafter called "Texas"), and EL PASO NATURAL GAS COMPANY, 

a Delaware corporation, whose address is Post Office Box 1492, El 

Paso, Texas, (hereinafter called "El Paso"), 

WHEREAS, Texas' predecessor, Johnston Oil and Gas Company, 

and El Paso made and entered into that certain Oil and Gas Lease 

Sale Agreement,dated July 6, 1953, recorded in Book 16, Page 489, 

of the Deed Records of Rio Arriba County, New Mexico, reference 

to said Agreement and the record thereof here made for a l l pur

poses; and 

WHEREAS, said Johnston Oil and Gas Company and El Paso modi

fied and amended said Agreement by that certain Amendment of Oil 

and Gas Lease Sale Agreement dated January 4, 195^, to provide that 

said Agreement covered and included three additional leases and 

tracts of land not described and set forth in said original Oil 

and Gas Lease Sale Agreement; and 

WHEREAS, said Johnston Oil and Gas Company and El^Paso modi

fied and amended said Agreement by that certain Amendment of Oil 

and Gas Lease Sale Agreement dated February 24, 1954, to provide 

, A. D. 1958, by and between TEXAS NATIONAL PETROLEUM 

W I T N E S S E T H : 
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that said Agreement covered and included one additional leuse and 

tract of land not aescribed and set forth in said original Oil and 

Gas Lease Sale Agreement; and 

-WHEREAS, said Johnston Oil and Gas Company and El Paso modified 

and-amended—said Agreement by that certain Amendment of Oil and Gas 

- Lease Sale" Agreement dated May 1, 1954, to provide that said Agree-
z--;ment cohered"and"included one additional lease and tract of land not 

"'described and set forth in said original Oil and Gas Lease Sale 

- -Ag-reemeht;: and- -* 
:-WHEREAS,-Texas-is the successor corporation of a merger between 

Johnston Oil and Gas Company and Texam Oil and Gas Co. and Texas has 

succeeded to a l l rights, privileges and obligations formerly held by 

or imposed upon Johnston Oil and Gas Company; and 

WHEREAS, Texas and El Paso modified and amended said Agreement 

by that certain Fourth Amendment of Oil and Gas Lease Sale Agreement 

dated March 1, 1955, to provide for the obligations of El Paso to 

take said volumes of gas or, failing to take such volumes, to make 

payment to Texas for deficiencies in volumes taken and to provide a 

new basis for later recovery of volumes of gas paid for but -not 

taken by El Paso; and 

WHEREAS, said Texas and El Paso modified and amended said Agree 

ment by that certain Fifth Amendment of Oil and Gas Lease Sale Agree 

ment dated November 9, 1956, to provide that said Agreement covered 

and included one additional lease and tract of land not described 

and set forth in said original Oil and Gas Lease Sale Agreement; and 

WHEREAS, Texas and El Paso desire to modify and amend the Oil 

and Gas Lease Sale Agreement dated July 6, 1953, as amended five 
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times previous!. , by this Sixth Amendment V. Oil ana Gas LtJaue Sale 

Agreement to (1) provide for the sale by Texas to El Paso of one gas 

well producing from the Mesaverde Formation and to subject ciw gas 

produced from such well to the terms of said Agreement, (2) amend 

and modify the meaning of certain terms defined therein, (3) delete 

a l l reference to the right reserved by El Paso therein to explore 

for", produce and remove gas from zones arid/or formations below the 

Mesaverde Formation on subject lands, and (4)delete a l l ""take-or-

pay" provisions contained therein "and s u b s t i t u t e i n l i e u thereof El 

Paso's obligation to connect each commercial gas well d r i l l e d and 

completed on the subject land; 

NOW,"'THEREFORE, for'and i n consideration" of' the premises/the 

mutual agreements herein contained and other good and valuable con

sideration, the f u l l receipt and sufficiency of which are hereby 

acknowledged and confessed,' Texas and El Paso have agreed and do 

agree as follows: 

1. Texas agrees to s e l l and deliver, and El Paso agrees to 

take and pay f o r a l l of Texas' Interest i n one ( l ) gas well, de

scribed as the Rincon Unit #84, producing from the Mesaverde Forma

tio n lying i n and under the NE/4 of Section 26, Township 27 North, 

Range 7 West, N.M.P.M., together with the well structure, casing, 

f i t t i n g s , appurtenances and personal property located on the prem

ises and attached to or used i n connection with such well. Texas 

and El Paso agree that the gas produced from said well i s hereby 

subjected to the terms of the Oil and Gas Lease Sale Agreement 

dated July 6, 1953, as heretofore amended. 

El Paso shall pay to Texas in cash an amount equal to Eighty-

fi v e Thousand Dollars ($85,000.00) for the well; provided, however, 

i f Texas does not own a l l of the well, the purchase price shall be 
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reduced proportionately. Texas s h a l l execute such instruments as 

sh a l l be necessary t o transfer Texas• Interest i n said well to El 

Paso, and El Paso s h a l l make payment of the cash consideration 

therefor at El Paso, Texas, on August 1, 1958, or at such other 

time and place as may be agreed upon by the p a r t i e s , i% being un

derstood, however, that notwithstanding' such date, El Paso shall 

be responsible f o r a l l costs and s h a l l own a l l production from 

such well beginning July 1, 1958. 

Texas w i l l make and prosecute any applications required"by " 

the Federal Power Commission to permit ( l ) the termination of"Gas 

Purchase Contract dated January 22, 1958, between Texas National 

Petroleum Co. and El Paso Natural Gas Company, by the terms of 

which El Paso i s purchasing the gas produced from the Rincon Unit 

No. 84 Well, and (2) the sale of such well to El Paso. 

2. Sections 4, 12, 13 and 14 of A r t i c l e I of the o r i g i n a l 

Agreement are hereby deleted, and i n l i e u thereof, the follo w i n g 

i s substituted: 

"Section 4. The term 'gas1 s h a l l mean natural gas, casinghead 

gas and a l l contents thereof not included w i t h i n the d e f i n i t i o n of 

o i l set f o r t h l n Section 14. below. 

"Section 12. The term 'gas w e l l ' s h a l l mean any well which 

l s or would be c l a s s i f i e d as a gas well under presently e x i s t i n g 

rules of New Mexico O i l Conservation Commission r e l a t i n g to such 

c l a s s i f i c a t i o n s . 

"Section 13- The term ' o i l w e l l ' shall mean any well which 

I.t) or would be c l a s s i f i e d as an o i l well under presently e x i s t i n g 

rules of New Mexico Oil Conservation Commission r e l a t i n g to such 

c l a s s i f i c a t i o n s . 
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"Section 14. The term ' o i l ' ahall mean crude o i l and l i q u i d 

hydrocarbons having a g r a v i t y of or loss degrees A.P.I, which 

e x i s t i n a l i q u i d phase l n a reservoir and which can be" recovered 

at the well by use of conventional separators and i n a manner con

si s t e n t with usual and ordinary o i l and gas f i e l d production prac

t i c e s . " 

3. Paragraph A. of Section 2. of A r t i c l e I I I of the o r i g i n a l 

Agreement as heretofore amended by the said Fourth Amendment of O i l 

and Gas Lease Sale Agreement dated March 1, 1955, i s hereby deleted, 

and, i n l i e u thereof, the f o l l o w i n g l s substituted: 

"Paragraph A . l . An overriding royalty on Johnston's i n t e r e s t 

i n a l l gas produced and saved from gas wells not committed to a 

unit area located on the subject lands being sold herein and, as 

to gas wells committed to a u n i t agreement, an overriding r o y a l t y 

on Johnston's i n t e r e s t i n a l l gas produced and saved (except gas 

used on the u n i t or otherwise used f o r purposes which do not re

quire the payment of r o y a l t y on such gas under the provisions of 

the basic lease involved), from uni t land and allocated to subject 

lands i n u n i t s i n which said leases and subject lands have been or 

hereafter are committed as f o l l o w s : 

" ( l ) 5/ per mcf on a l l gas produced and saved during the pe
ri o d beginning January 4, 1954, and ending May 1, 1957. 

"(2) 6/ per mcf on a l l such gas produced and saved during the 
period beginning May 1, 1957, and ending September 1, 
I960. 

"(3) I j i per mcf on a l l such gas produced and saveol during the 
period beginning September 1, i960, and ending January 1, 
1964. 

"(4) by per mcf on a l l such gas produced and saved during the 
period beginning January 1, 1964, and ending January 1, 
196'). 
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"(5) 9/ per mcf on a l l such gas produced and saved during the 
period beginning January 1, 1965, atia ending January 1, 
1968. 

"(6) 10/ per mcf on a l l such gas produced and saved during; the 
period beginning January 1, 1968, and ending January 1, 
1969. 

. _ "(7) Not less than 10/ per mcf on a l l such gas produced and 
saved a f t e r January 1, 1969• 

"2. An overriding royalty on Johnston's in t e r e s t i n a l l casing 

head gas produced and saved from o i l wells not committed to a u n i t 

area on the subject lands being sold herein and, as to o i l wells 

committed to a u n i t agreement, an overriding royalty on Johnston's 

i n t e r e s t i n a i l casinghead gas produced and saved (except casing

head gas used on the u n i t or otherwise used f o r purposes which do 

not require the payment of royalty on such gas under the provisions 

of the basic lease involved) from or allocated to leases i n u n i t s 

i n which the said leases and subject lands have been or hereafter 

are committed, free and clear of a l l development and operating 

costs but subject to t h e i r share of mineral ad valorem taxes and 

taxes on, and measured by such production, as follows: 

" ( l ) Above the top of the Dakota Formation: 

"An overriding royalty i n the amount of 33-1/3 per cent. 

"(2) Below the top of the Dakota Formation: 

"An overriding royalty of 25 per cent. 

"El Paso s h a l l make payme.it to Johnston f o r a l l casinghead gas 

produced and saved from the leases being sold herein applicable t o 

Johnston's net i n t e r e s t therein based on the market va"lue at the 

wellhead of such casinghead gas as provided i n El Paso's contracts 

with other producers f o r the p.rchase of casinghead gas from the 
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same formation. Payment f o r a l l such casinghead gas prod ; ; c f r o m 

the Gallup Formation l y i n g i n and under subject lands shaij. be based 

on the provisions of El Paso's standard contract f o r the purchase of 

casinghead gas produced i n the B i s t i area of New Mexico (a copy of 

which contract Johnston by the execution of t h i s Agreement acknowl

edges r e c e i p t ) . 

"3. The overriding r o y a l t i e s payable under 1 and 2 of t h i s 

Paragraph A s h a l l be "determined from volumes of gas "computed as 

provided i n Paragraph B. of t h i s A r t i c l e I I I and s h a l l be i n addi

t i o n to the overriding r o y a l t y on extracted l i q u i d s described i n 

Paragraph D. of t h i s A r t i c l e I I I . " 

4. The words "but subject to the provisions of Sections 3 

and" appearing i n l i n e s eight and nine of Paragraph G of Section 2 

of A r t i c l e I I I of the o r i g i n a l Agreement are hereby deleted, and, 

i n l i e u thereof, the following l s substituted: 

"but subject to the provisions of Section" 

5. Section 2 of A r t i c l e V of the o r i g i n a l Agreement as here

tofore amended by the said Fourth Amendment of Oil and Gas Lease 

Sale Agreement dated March 1, 1955, i s hereby deleted, and i n l i e u 

thereof, the following i s substituted: 

"El Paso agrees to pay to Johnston at Houston, Texas, on or 

before the t w e n t y - f i f t h day of each month, the overriding r o y a l t i e s 

reserved by Johnston herein applicable to gas produced and saved 

from or allocated to the subject land during the preceding calen

dar month. Should El Paso f a i l to pay any such amount due to 

Johnston as ana when the same sha l l become due, then El Paso agrees 

to pay Interest thereon at the rate of 6 per cent per annum from 

tne due date or dates u n t i l the date of payment thereof." 
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6. The words "and in such deeper formations in which E. Paso 

may operate hereunder" appearing i n lines ton and eleven of Section 

1 of Article VI of the original Agreement are hereby deleted. 

7. Section 3 of Article VI of the original Agreement i s 

hereby deleted, and Section 4 of Article VI i s renumbered "Section 

3.". 

8. The last sentence of Section 4 of Article VI of the origi

nal Agreement is hereby deleted'. 

9. Article V I I of the original Agreement l s hereby amended 

by deleting the word "MINIMUM" from the t i t l e thereof. 

10.. Section 1. of Article V I I of the original Agreement i s 

hereby deleted and, i n l i e u thereof, the following i s substituted: 

"Section 1. 

"a. El Paso agrees that, as soon as reasonably possible, but 

not exceeding f o r t y - f i v e (45) days after the date of completion 

of each commercial gas well hereafter d r i l l e d and completed on the 

subject lands covered by leases sold to i t hereunder, i t w i l l con

nect such well to i t s gas gathering system and commence and con

tinue taking gas produced therefrom on a ratable basis with a l l 

other wells connected to El Paso's pipelines which are producing 

from the same pool as said well on subject lands. The term 'date 

of completion' as used herein shall mean the date on which the de

l i v e r a b i l i t y test required by the State of New Mexico as to any 

gas well l s finished. Any period of time during which adverse 

weather conditions or i n a b i l i t y to acquire right-of-way shall pre

vent El Paso from working upon such connection shall be added to 

the f o r t y - f i v e (45) days for making well connections. 
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"b. Failing to connect any commercial gas well on subject 

lands within the time required by Section 1. a. of thia Article, 

El Paso shall pay to Johnston the sum of Two Hundred and Fifty 

Dollars ($250.00) for each month or fraction thereof in excess of 

forty-five (45) days during which such well i s not connected as 

liquidated damages resulting to Johnston by reason of such failure; 

provided, that I n any instance where Johnston does not.own a l l of 

a particular well, the payment shall be reduced proportionately." 

11. The second "sentence of Section 1 of Article XIV of the 

original Agreement is hereby-deleted. 

Ih a l l other respects, said original Oil and Gas Lease Sale 

Agreement as heretofore and hereby modified i s ratified, confirmed 

and declared to be in f u l l force and effect. 

IN WITNESS WHEREOF, the parties have executed this instrument 

on the day and year f i r s t hereinabove stated to become effective 

June 30, 1958. 

TEXAS NATIONAL PETROLEUM CO. 
ATTEST: 

- j - Secretary. V 

EL PASO NATURAL GAS COMPANY 
ATTEST: 
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THE STATE OF TEXAS I 
COUNTY OF HARRIS I 

The foregoi:.g instrument was acknowledged before me this a- & 
day of Q 1958, by S ^ ^ i Z f - S b e ^ , j L j , 
- - •- Pre^ldent/of TEXAS NATIONAL PETROLEUM CO., a Delawa/e corpora
tion, on behalf of said Corporation. * 

WITNESS my hand and official seal. 

My Commission Expires-. - - Notary Pttblic in and for Harris 
fn- / £~J County, Texas 

THE STATE OF TEXAS 
COUNTY- OP EL PASO -

The foregoing instrument was acknowledged before me this^/"9^ 
day of Q ^ £ ^ 1958, by sJ^AJU^ ^ T r ^ C O ^ ^ J 7 
Vice President 'of EL PASO NATURAL GAS C0MPANY7 a Delaware corpora-
tion, on behalf of said Corporation. 

WITNESS my hand and official seal. 

My Commission Expires: Notary Public in and for El Paso 
C^hU~ik***o. ;fS~f County, Texas 

•".' ll.'.Pf'.AHE W VUMAS 
/ H«Urv PuHlc ta aa* Ur £1 Pate Couaif, t««M 

• •« Cenatlaalea E«»lrea Jua* I . I86» 
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&l Q^aso ^Ylalural Qas (Company 

(S/ £Paso, ffexas 

March 9, 1959 

_ Amendment tH to GLA 76 U 
Amendment #4 to GLA 77 
Amendment #1 to GLA 348 
Amendment #1 to GLA 350 

Texas National Petroleum Company 
902 South Coast Building 
Houston 2, Texas 

Mr. R, E. Beamon 
1303 Esperson Building 
Houston 2, Texas 

Gentlemen: 

This letter, when accepted by you in the space provided 
below, w i l l constitute an amendment to our Oil and Gas Lease Sale 
Agreements dated July 6, 1953, as previously amended, which agree
ments are recorded respectively in Book 16, Page 489, and Book 21, 
Pages 57-70 of the Deed Records of Rio Arriba County, New Mexico, 
reference to said agreements, as amended, and the record thereof 
i s here made for a l l purposes. 

This letter w i l l also constitute an amendment to our Oil 
and Gas Lease Sale Agreements dated July 29, 1958 and August 5, 
1958, respectively, which agreements are recorded respectively in 
Book , Page , and Book , Page of the Deed Records 
of Rio Arriba County, New Mexico, reference to said agreements and 
the record thereof i s here made for a l l purposes. 

You agree that the Pictured C l i f f s and Mesaverde develop
ment obligations imposed upon E l Paso Natural Gas Company under the 
aforesaid Oil and Gas Lease Sale Agreements dated July 6, 1953, as 
amended, are extended from July 4, 1961 and August 8, 1961 until De
cember 31, 1962. You grant this extension of time in consideration 
for our agreeing to d r i l l on the lands subject to said agreements, 
eight (8) wells during the calendar year 1959 to test the Dakota For
mation (which wells may be dually completed in shallower producing 
sands). 
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Texas National Petroleum Company 
Mr. tt. E . licamon -2- March 9, 1959 

We agree that the development obligations imposed"upon us 
under the aforesaid Oil and Gas Lease Sale Agreements dated July 29, 
1958 and August 5, 1958, respectively, are shortened by one year, or 
until July 1, 1960. 

I t i s understood that in a l l other respects, the above de
scribed Oil and Gas Lease Sale Agreements as heretofore amended, and 
as herein modified, w i l l remain unchanged and in fu l l force and effect, 

Very truly yours, 

EL PASO NATURAL GAS COMPANY 

ACCEPTED AND APPROVED THIS 7 ? 

DAY OF 
EL PASO NATURAL GAS PRODUCTS COMPANY 

07. toj- , 1959. 

TEXAS NATIONAL PETROLEUM COMPANY 

By '^^C^ 
Vice 'President T~7 

/ 

ACCEPTED AND APPROVED THIS 2-0 

DAY OF 1959. 

m R. E. BEAMON 



Sfiaso ^yiatural ^r/as (Company 

si gL> a xas 

May 26, J.959 

Tjriao national Petroleum Co. 
£02 South Coast Life Building 
Houston 2, Texas 

Attention of Mr. L. C. Oldham, Vice President 

Ccntlcr.ien: 

In Re: Penalty Payments 
Oil and Gas Lease Sale Agreement 
dated July 6, 1953, as amended 
Johnston Oil and Gas Company -
El Paso Natural Gas Company 
Rio Arriba and San Juan Counties, 
New llexico 

El Paso Natural Gas Company agrees, by the signing of this 
letter, that up to and including recember 31, 1958, l t incurred 
politic:* in favor of Texa3 National Petroleum Co. of £2,916.84 
for delays ln connecting gas wells in the time specified in 
Soction 1 of Article VII of Oil and Gas Lease Sale Agreement dated 
July 6, 1953, as^heretofore amended six tin;e3. We ere enclosing 
our check Uo.c^y^&T for that amount. 

If this letter correctly sets forth your understanding of 
thin natter, your acceptance in the space provided below will 
indicate your agreement that our check ia accepted as f u l l satis
faction of a l l penalty payments due you under the terrn3 of the 
penalty provision mentioned above for the period of time specified, 
Please return one copy of this letter for our f i l e . 

Very truly yours, 

EL/SsO NATURAL 

Ben R. Howell 

EE! I :LTlD:mlr 
Enclosure 

ACE:;ED TO A:ID ACCEPTED this /• / 
day of i , 195IJT 
'£L:L\3 IIATIO::AL PETEOLSTJ;I CO. 

Ey 

/ 
/ / / / 

( '•<..( (L 

C O P Y 
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EIGHTH"AMENDMENT OP , vf>' 
OIL AND GAS LEASE SALE AGREEMENT - 'y 

THIS AMENDMENT, made and entered i n t o on t h i s l 6 t h 

day of September , A. D., 1959, by and between TEXAS 

NATIONAL PETORLEUM CO., a Delaware Corporation (successor to 

Johnston O i l and Gas Company), whose address i s 902 South Coast 

L i f e Building, Houston 2, Texas, (hereinafter called "Texas"), 

and EL PASO NATURAL GAS COMPANY, a Delaware corporation, whose 

address i s Post Office Box 1492, El Paso, Texas, (hereinafter 

called "El Paso"); 

W I T N E S S E T H : 

WHEREAS, Texas' predecessor Johnston O i l and Gas 

Company, and El Paso made and entered i n t o that c e r t a i n O i l 

and Gas Lease Sale Agreement dated July 6, 1953, recorded i n 

Book 16, Page 489, of the Deed Records of Rio Arriba County, 

New Mexico, reference to said Agreement and the record thereof 

here made f o r a l l purposes; and 

WHEREAS, said Johnston Oil and Gas Company and El 

Paso modified and amended said Agreement by that c e r t a i n Amend

ment of O i l and Gas Lease Sale Agreement dated January 4, 1954, 

to provide t h a t said Agreement covered and included three 

a d d i t i o n a l leases and t r a c t s of land not described and set 

f o r t h i n said o r i g i n a l O i l and Gas Lease Sale Agreement; and 

WHEREAS, said Johnston O i l and Gas Company and El 

Paso modified and amended said Agreement by that c e r t a i n 
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Amendment of Oil and Gas Lease Sale Agreement dated February 

24, 1954, to provide that said Agreement covered and included 

one additional lease and tract of land not described and set 

forth in said original Oil and Gas Lease Sale Agreement; and 

" ŴHEREAS, "said Johnston Oil and Gas Company and El 

Paso modified and amended said "Agreement by that certain Amend

ment of Oil and Gas Lease Sale Agreement dated May 1, 1952*, to 

provide that said Agreement covered and included one addition

a l lease and tract of land not described and set forth in 

said original Oil and Gas Lease Sale Agreement; and r 

WHEREAS, Texas i s the successor corporation of a 

merger between Johnston O i l and Gas Company and Texam O i l and 

Gas Co., and Texas has succeeded to a l l r i g h t s , p r i v i l e g e s 

and obligations formerly held or imposed upon Johnston O i l and 

Gas Company; and 

WHEREAS, Texas and El Paso modified and amended 

said Agreement by that c e r t a i n Fourth Amendment of O i l and 

Gas Lease Sale Agreement dated March 1, 1955, to provide f o r 

the obligations of El Paso to take said volumes of gas or,, 

f a i l i n g to take such volumes, to make payment to Texas f o r 

deficiencies i n volumes taken and to provide a new basis f o r 

l a t e r recovery of volumes of gas paid f o r but not taken by 

El Paso; and 

WHEREAS, said Texas and El Paso modified and amended 

said Agreement by that c e r t a i n F i f t h Amendment of Oi l and Gas 

Lease Sale Agreement dated November 9, 1956, to provide that 
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said Agreement covered and Included one addi t i o n a l lease and 

t r a c t of land not described and set f o r t h i n said o r i g i n a l O i l 

and Gas Lease Sale Agreement; and 

WHEREAS, said Texas and El Paso modified and amended 

said Agreement"by that certain Sixth Amendment of O i l and Gas 

Lease Sale Agreement dated July 29, 1958, to ( l ) provide f o r 

the sale by Texas to"El Paso of one gas well producing from 

the Mesaverde Formation and to subject the gas produced from 

such well tb the terms of said Agreement, (2) amend and modify 

the meaning of certain terms defined therein, (3) delete a l l 

reference to the r i g h t reserved by El Paso i n said Agreement 

to explore f o r , produce and remove gas from zones and/or 

formations below the Mesaverde Formation on lands covered by 

said Agreement, and (4) delete a l l "take-or-pay" provisions 

contained i n said Agreement and substitute, i n l i e u thereof, 

El Paso's ob l i g a t i o n to connect each commercial gas well 

d r i l l e d and completed on lands covered by said Agreement; and 

WHEREAS, said Texas and El Paso modified and amended 

said Agreement by that certain Seventh Amendment of O i l and 

Gas Lease Sale Agreement dated March 9, 1959> to provide f o r 

the extension of the time within which El Paso i s obligated 

to discharge certain development obligations as described 

th e r e i n ; and 

WHEREAS, Texas and El Paso desire to amend and 

modify the Oil and Gas Lease Sale Agreement dated July 6, 1953, 

as amended seven times previously, by t h i s Eighth Amendment of 
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O i l and Gas Lease Sale Agreement to (1) redefine the term 

"date of completion" as the same appears i n Section 1. a. of 

A r t i c l e V I I of said Agreement, (2) provide f o r the "workover" 

of any well covered by said Agreement, (3) redefine the term 

"date of completion" as the same applies to a well d r i l l e d and 

completed as a dual well under said Agreement, and (4) provide 

f o r the treatment of a well d r i l l e d and completed as a dual 

well under said Agreement with respect to the penalty to be 

paid by El Paso f o r f a i l u r e to connect each commercial gas wel l 

d r i l l e d and completed on lands covered by said Agreement; 

NOW, THEREFORE, f o r and i n consideration of the 

premises, the mutual agreements herein contained and other 

good and valuable consideration, the receipt and suff i c i e n c y 

of which are hereby acknowledged and confessed, Texas and 

El Paso have agreed and do agree as follows: 

1. Section 1. a. of A r t i c l e V I I of the o r i g i n a l 

Agreement, as heretofore amended and/or modified, i s hereby 

amended and modified, as follows: 

a. The word " d e l i v e r a b i l i t y " l s deleted from 

the second sentence of the f i r s t paragraph thereof and there 

i s substituted, i n l i e u thereof, the words " i n i t i a l p o t e n t i a l . " 

b. The following paragraphs are added a f t e r 

the f i r s t paragraph thereof: 

" I t i s agreed by Texas and El Paso that El Paso has 

the r i g h t to workover any well or wells covered by t h i s 

Agreement which i n El Paso's sole judgment may require 

such treatment. El Paso sh a l l not be obligated 
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to take gas from any such well or wells during the 

period of time workover operations are being conducted. 

The term "date of completion," when applied to 

a well drilled and completed as a dual well under the 

terms of this Agreement, shall mean the date on 

which the i n i t i a l potential test required by the State 

of New Mexico as to any gaa well i s finished aa to 

the zone or horizon in which the well was last completed." 

2. Section 1. b. of Article VII of the original 

Agreement, as heretofore amended and/or modified, is hereby 

amended by deleting the period appearing at the end of the 

fir s t paragraph thereof and adding to the paragraph the 

following: 

"; and, provided further, that for purposes of this 

Section 1. b. any well drilled and completed as a 

dual well under the terms of this Agreement shall be 

considered as two wells." 

Lease Sale Agreement as heretofore and hereby amended and 

modified is ratified, confirmed and declared to be in f u l l 

force and effect. 

this instrument on frfle day and year fir s t hereinabove to be-

In a l l other respects, said original Oil and Gas 

IN WITNESS WHEREOF, the parties have executed 

come effective 
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ATTEST: 
TEXAS NATIONAL PETROLEUM CO. 

itary Secretary president 

ATTBST: 
EL PASO 

Assistant Secretary 

THE STATE OP TEXAS-

COUNTY OP HARRIS 

ATTORNEY-IM 

l^ON^A^E^ROLEUW C 
said Corporation. 

ment was acknowledged before me 
, 1959, by 

The foregoing 
th i s day 

President of TEXAS 
, aT Delaware corporation, on behalf of 

WITNESS my hand and o f f i c i a l seal. 

My Commission Expires: 

c~/-< / 
THE STATE OP TEXAS 

COUNTY OP EL PASO 

Notary Public i n and for 
inky, Harris Coui Texas 

th i s 
The foregoing instrument was acknowledged before me 

.36 day of ( C h T z Z ^ - , 1959, by 
v?mh"W*Ke ^MBUW mMWEy-"-̂  -' rrealdenf of EL PASO 
NATURAL GAS COMPANY, ^Delaware corporation, on behalf of 
said Corporation. 

WITNESS my hand and o f f i c i a l seal. 

My Commission Expires: 
M. B. IVEY 

Notary Public In »no lor El Puo County, Te«n 
Mr Cromisiiou tmires June i , n a i 

Notary r i i b l i c ^ h and for 
E l Paso County, Texas 
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AMENDMENT TO OIL AND GAS LEASE SALE AGREEMENTS 
Dated July 6, 1953 

Amendment No. | to GLA-76 
Amendment No. 6 to GLA-77 

THIS AGREEMENT, by and between EL PASO NATURAL GAS COMPANY, 

a Delaware corporation, whose address l s Post Office Box 14Q2, EI Paso 

Texas, Hereinafter referred to as "El Paso"); and TEXAS NATIONAL 

PETROLEUM COMPANY, a Delaware corporation, whose address i s 902 South 

Coast Building, Houston 2, Texas, (hereinafter referred to as "Texas 

National"); and ROBERT BEAMON, Independent Executor of the Will and 

Estate of R. E. Beamon, deceased, successor to the interests of R. E. 

Beamon, whose address i s 1303 Esperson Building, Houston 2, Texas, 

(hereinafter referred to as "Executor of the Estate of R. E. Beamon, 

deceased"); A. V. JONES, whose address i s Post Office Box 787, Albany, 

Texas (hereinafter referred to as "Jones"); W. C. McMAHAN, whose 

address i s Post Office Box 631, Houston 1, Texas (hereinafter referred 

to as "McMahan"); and HOMER R„ STASHEY, whose address i s Post Office 

Box 307, Albany, Texas, (hereinafter referred to as "Stasney"); 

W I T N E S S E T H : 

WHEREAS, Johnston Oil and Oas Com), and El Paso made and 

entered i n t o that certain O i l and (ia,; Lease Sale Agreement dated 

July 6, 1953, recorded i n Book l b , page 489, of the Deed Records of 

Rio Arriba County, New Mexico, relVivnce to said Agreement and the 

record thereof here made for a l l purpose:;; and 

WHEREAS, r.iuld Johnston 01] and Gas Company and El Paso 

modified and amended said Agreement on January H, lQVl, to pruvl.de 



-2-

that said Agreement covered and Included three additional leases and 

tracts of land not described and set forth in said^original Oil and 

Gas Lease Sale Agreement; and 

WHEREAS, said Johnston Oil and Gas Company and E l Paso 

modified and amended said Agreement on February 24, 1954, to provide 

that said Agreement covered and included one additional lease and 

tract of land not described and set forth in said original Oil and 

Gas Lease Sale Agreement; and 

WHEREAS, said Johnston O i l and Gas Company and El Paso 

modified and amended said Agreement on May 1, 1954, to provide that 

said Agreement covered and Included one add i t i o n a l lease and t r a c t 

of land not described and set f o r t h i n said o r i g i n a l O i l and Gas Lease 

Sale Agreement; and 

WHEREAS, Texas National i s the surviving corporation of a 

merger between Johnston Oil and Gas Company and Texam O i l and Gas 

Company, and Texas National has succeeded to a l l r i g h t s , p r i v i l e g e s 

and obligations formerly held or imposed upon Johnston O i l and Gas 

Company; and 

WHEREAS, Texas National and El Paso modified and amended 

said Agreement on May 1, 1955, to provide for the obligations of El 

Paso to take said volumes of gas or, f a i l i n g to take such volumes, to 

make payment to Texas National for deficiencies i n volumes taken and 

to provide a new basts for l a t e r recovery of volumes of gas paid f o r 

but riot taken by El Paso; and 

WHEREAS, Texas National and l i l Paso modified and amended 

said Agreement on November ii, PJSII, to provlo.. that saLd Aj?;reernent 



covered and included one additional lease and tract of land not 

described and set forth in said original Oil and Gas Lease Sale Agree

ment; and " 

WHEREAS, Texas National and El Paso modified and amended 

said Agreement on July 29, 1958, to (1) provide f o r the sale by Texas 

National to El Paso of one gas well producing from the Mesaverde For

mation and to subject the gas produced from such well to the terms of 

said Agreement, (2) amend and modify the meaning of cer t a i n terms 

defined therein, (3) delete a l l reference to the r i g h t reserved by El 

Paso i n said Agreement to explore f o r , produce and remove gas from 

zones and/or formations below the Mesaverde Formation on lands covered 

by said Agreement, and (4) delete a l l "take-or-pay" provisions con

tained i n said Agreement and substitut e , i n l i e u thereof, El Paso's 

o b l i g a t i o n to connect each commej c l a l gas well d r i l l e d and completed 

on lands covered by said Agreement; and 

WHEREAS, Texas National and El Paso modified and amended 

said Agreement on March 9, 1959, to provide for the extension of the 

time w i t h i n which El Paso i s obligated to discharge certain develop

ment obligations as descr-lt - d therein; and 

WHEREAS, Texas National and El Paso modified and amended 

said Agreement on September 18, 1959t to (1) redefine the term "date 

of completion" as tlie same- appeal a l n Section l . a . of A r t i c l e V I I of 

said Agreement, (2) provide for the "workover" of any well covered 

by said Agreement, ( j ) I'cdri'lii.- Hit i <. r in "dale of completion" as the 

same applies to a we L1 d r i l l e d and -i.mplt wa as a dual well under 

said Agreement, and ('I) provide l\u tit. iieaim-m. of a well d r i l l e d 
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and completed as a dual well under said Agreement with respect to the 

penalty to be paid by El Paso for failure to connect each commercial 

gas well d r i l l e d and completed on lands covered by said Agreement; and 

WHEREAS, R. E. Beamon and E l Paso made and entered Into that 

certain Oil and Gas Lease Sale Agreement dated July 6, 1953, recorded 

In Book 21, pages 57-70, of the Deed Records of Rio Arriba County, New 

Mexico, reference to said Agreement and the record thereof here made 

for a l l purposes; and 

WHEREAS, said Beamon and El Paso modified and amended said 

Agreement on February 2h, 195^1, to provide that said Agreement covered 

and included one additi o n a l lease and t r a c t of land not described and 

set f o r t h l n said o r i g i n a l O i l and Gas Lease Sale Agreement; and 

WHEREAS, said Beamon and El Paso modified and amended said 

Agreement on March 1, 1955, to provide for the obligations of El Paso 

to take said volumes of gas or, f a l l i n g to take sio^li^volumes, to make 

payment to Beamon for- deficiencies In volumes taken and . to provide a 

new basis f o r l a t e r recovery of volumes of gas paid f o r but not taken 

by El Paso; and 

WHEREAS, said Beamon and El Paso modified and amended said 

Agreement on August 5, ly'.b, to (1) provide foj the sale by Beamon to 

El Paso of one gas well producing from the Mesaverde Formation and to 

subject the gas produced from such well t o tin tei rns of said Agreement, 

(?) amend and modify tlie meaning of .-.-rialn u rms defined therein, (';',) 

delete a l l reference, to the li g h t i < si. rv«-d by l i l Paso In said Agree

ment to explore f o r , produ-u- and ri.-nioV' ras |'j out ;.ories and/or Put (na

tions below the- Mesaverde I'oi mat I on en lana:'. <*O<A red by sa Id Agreement, 
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and (4) delete a l l "take-or-pay" provisions contained i n said Agree

ment and s u b s t i t u t e , i n l i e u thereof, El Paso's o b l i g a t i o n to connect 

each commercial gas w e l l d r i l l e d and completed on lands covered by 

said Agreement; and 

WHEREAS, said Beamon and El Paso modified and amended said 

Agreement on March 9, 1959, to provide f o r the extension of the time 

w i t h i n which El Paso i s obligated to discharge c e r t a i n development 

obligations as described therei n ; and 

WHEREAS, Beamon and El Paso modified and amended said Agree

ment on September 8, 1959, to (1) redefine the term "date of comple

t i o n , " as the same appears i n Section l . a . of A r t i c l e V I I of said 

Agreement, (2) provide f o r the "workover" of any w e l l covered by said 

Agreement, (3) redefine the term "date of completion" as the same 

applies to a well d r i l l e d and completed as a dual w e l l under said 

Agreement, (4) provide f o r the treatment of a well d r i l l e d and com

pleted as a dual w e l l under said Agreement with respect to the penalty 

to be paid by El Paso for each commercial gas well d r i l l e d and com

pleted on lands covered by said Agreement; and 

WHEREAS, R. E. Beamon died A p r i l 24 , 1961, and Robert 

Beamon Is the duly appointed and q u a l i f i e d Independent Executor of 

the W i l l and Estate of R. E. Beamon, deceased, and has succeeded to 

a l l r i g h t s of R. E. Beamon, deceased, I n said contracts, and has f u l l 

a u t h o r i t y to enter I n t o t h i s Agreement; 

NOW, THEREFORE, i n consideration of the mutual covenants 

and agreements hereinafter s t i p u l a t e d and covenanted to be kept and 

performed by the p a r t i e s hereto and i n f u r t h e r consideration of the 
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sum of F i f t y Thousand Dollars ($50,000.00) to Texas National, Seven 

Thousand Seven Hundred Ninety-three Dollars ($7,793_.00) to the Exe

cutor of the Estate of R. E. Beamon, deceased; One Thousand Six 

Hundred Ninety-five Dollars ($1,695.00) J o i n t l y to Jones, McMahan 

and Stasney, cash i n hand paid by El Paso, the receipt whereof i s 

hereby confessed and acknowledged, Section 2 of A r t i c l e VI of the 

agreements hereinafter referred to as O i l and Gas Lease Sale Agree

ments, I s hereby modified and amended to read as follows: 

2. Subsequent to the closing and assignment to 
El Paso of said leases the p a r t i e s , by mutual agreement, 
divided the subject lands I n t o d r i l l i n g u n i t s containing 
approximately 320 acres f o r Mesaverde wells and 160 acres 
f o r Pictured C l i f f s wells. A portion of the subject lands 
has been committed to the Rincon Unit Agreement, which l s 
a conventional type Federal u n i t providing f o r determina
t i o n of p a r t i c i p a t i n g areas by geological inference and 
s u b s t a n t i a l l y a l l the remaining lands have been committed 
to the San Juan 28-6 Unit Agreement, which I s a " d r i l l i n g 
block" type u n i t agreement providing f o r in c l u s i o n of 
d r i l l i n g blocks containing approximately 320 producing 
acres w i t h i n the p a r t i c i p a t i n g area f o r the producing 
formation. Any subject lands that are undeveloped as of 
June 1, 196l, (by d r i l l i n g a w e l l to the Mesaverde Forma
t i o n on a 320-acre d r i l l i n g u n i t and by d r i l l i n g a well 
to the Pictured C l i f f s Formation on a 160-acre d r i l l i n g 
u n i t ) s h a l l be developed or reassigned as follows: 

a) El Paso agrees to d r i l l to the Pictured C l i f f s 
Formation twelve (12) wells on subject acreage or on 
acreage pooled with subject acreage p r i o r to December 31, 
1962. 

b) As to any undeveloped Mesaverde d r i l l i n g unit 
l y i n g w i t h i n the Rincon Unit admitted to the Rincon Unit 
Mesaverde P a r t i c i p a t i n g Area on or before December 31, 
1962, the d r i l l i n g u n i t s h a l l be considered as developed 
acreage l n the same manner- as i f a Mesaverde well had 
been d r i l l e d thereon^ and as to any undeveloped Mesaverde 
d r i l l i n g u n i t l y i n g outside the Rincon Unit, El Paso s h a l l 
d r i l l a well to the Mesaverde Formation on each such Mesa
verde d r i l l i n g unit p r i o r to December 31, 1962^/'or sh a l l 
reassign as t h e i r i n t e r e s t s may appear , upon request of 
Texas National and/or the Executor of the Estate of R. E. 
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Beamon, deceased, a l l El Paso's gas operating r i g h t s i n 
and to such d r i l l i n g u n i t , r e t a i n i n g any commercial gas 
well completed thereon i n a shallower or deeper formation 
and the gas operating r i g h t s i n the producing formation; 
and 

c) Any undeveloped Pictured C l i f f s d r i l l i n g u n i t 
which i s included i n the San Juan 28-6, San Juan 28-7, 
Huerfano, Canyon Largo or Rincon Unit Pictured C l i f f s 
P a r t i c i p a t i n g Areas on or before December 31, 1962, s h a l l • 
be considered as developed acreage i n the same manner as 
i f a Pictured C l i f f s well had been d r i l l e d thereon, pro
vided that a d i r e c t commercial o f f s e t Pictured C l i f f s gas 
well d r i l l e d a f t e r June 1, 196l, upon the perimeter acreage 
as hereinafter described s h a l l require El Paso to d r i l l 
or reassign as hereinafter s p e c i f i f i e d . 

El Paso agrees to protect against o f f s e t d r i l l i n g on 
perimeter acreage, which immediately adjoins portions of the 
subject acreage and which i s described as follows, to w i t : 

Township 27 North, Range 5 West, N.M.P.M. 
Section 6: W/2 
Section 1 : W/2 
Section 18: W/2 
Section 19: W/2 
Section 30: W/2 
Section 31: W/2 

Township 27 North, Range 6 West, N.M.P.M. 
Section 33: N/2 
Section 3^: N/2 
Section 35: N/2 

As of June 1, 1961, the perimeter acreage (with the excep
t i o n of the N/2 of Section 33, Township 27 North, Range 6 
West which has not been developed i n the Pictured C l i f f s 
Formation) has been developed l n the Pictured C l i f f s For
mation by completion of one ( l ) well i n each 320-acre 
d r i l l i n g block. In the event that operators of such p e r i 
meter s h a l l complete a second commercial gas well i n the 
Pictured C l i f f s Formation on any 320-acre d r i l l i n g block of 
perimeter acreage then El Paso s h a l l commence w i t h i n ninety 
(90) days a f t e r f i r s t production therefrom and d r i l l to the 
Pictured C l i f f s Formation on the 160-acre Pictured C l i f f s 
d r i l l i n g u n i t d i r e c t l y o f f s e t t i n g the newly completed w e l l . 

In the event that development hereafter l n the area of 
adjacent to any undeveloped Mesaverde or Pictured C l i f f s 
d r i l l i n g u n i t shall evidence that such d r i l l i n g u n i t shall 
not be productive of gas i n commercial quant i t i e s i n the 
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formation applicable to such d r i l l i n g u n i t as above 
specified and f o r such reason El Paso s h a l l not desire 
to d r i l l such well thereon, then El Paso s h a l l promptly 
o f f e r to reassign any such d r i l l i n g u n i t to Texas^ National 
and/or the Executor of the Estate of R. E. Beamon^ deceased, 
as t h e i r i n t e r e s t s may appear, and thereupon s h a l l be 
relieve d of i t s o b l i g a t i o n to d r i l l a t e s t w e l l to the 
applicable formation, i t being understood that i f Texas 
National and/or the Executor of the Estate of R. E. Beamon, 
deceased, as t h e i r i n t e r e s t s may appear, does not desire 
to have said d r i l l i n g u n i t reassigned to i t , such acreage 
may be released upon mutual consent of El Paso and Texas 
National and/or the Executor of the Estate of R. E. Beamon, 
deceased, as t h e i r i n t e r e s t s may appear; provided that El 
Paso may r e t a i n any commercial gas w e l l completed thereon 
i n a shallower or deeper formation, together w i t h i t s 
r i g h t s i n such d r i l l i n g u n i t i n such shallower or deeper 
formation. This provision s h a l l not r e l i e v e El Paso of 
i t s o b l i g a t i o n to d r i l l twelve (12) Pictured C l i f f s wells 
p r i o r to December 31, 1962. I n the event the operation 
of any wel l heretofore or hereafter d r i l l e d s h a l l become 
unpro f i t a b l e , then El Paso s h a l l have the option upon 
s i x t y (60) days notice to reassign to Texas National and/or 
the Executor of the Estate of R. E. Beamon, deceased, as t h e i r 
i n t e r e s t s may appear, such wel l and gas operating r i g h t s 
i n the u n i t upon which such gas wel l l s situated, and l n 
such event Texas National and/or the Executor of the Estate 
of R. E. Beamon, deceased, as t h e i r i n t e r e s t s may appear, 
s h a l l s e l l and El Paso s h a l l buy gas produced therefrom 
at the price paid by El Paso f o r gas produced from the 
same formation i n the San Juan Basin. 

IT IS UNDERSTOOD AND AGREED that t h i s Amendment and Modifi

cation s h a l l l n no way a f f e c t and change any previously executed 

amendment and s h a l l be e f f e c t i v e as of the date of the execution of 

t h i s Amendment and s h a l l , l n a l l ways, be I n s u b s t i t u t i o n f o r Section 

2 of A r t i c l e VI of the Agreements hereinbefore mentioned. 

IN WITNESS WHEREOF, the undersigned have hereunto set t h e i r 

hands and seals this 5~:./„ day of July, 1961. 



-9-

ATT2ST: 

Assistant Secretary 

TEXAS NATIONAL PETROLEUM COMPANY 

By ( VLfV, /,V> •,-
V'ce Fresident 

Robert Beamon,Independent 
Executor of the Estate of 
R. E. Beamon, Deceased. 

W. C. McMahan 

Homer R. Stasney 

STATE OF TEXAS 

COUNTY OF EL PASO 

The foregoing instrument was acknowledged before me this 
$ day of July, I961, by BE»». WQWEU. f Attorney In Fact for El Paso 

Natural Gas Company, a Delaware corporation, on behalf of said 
corporation. 

No tar 
My Commission expires: 

M. B.IVEY 
Hntnrv Public In and for El Psso County, Text! 

My Commission Expires June 1, 1963 

STATE OF TEXAS 5 

COUNTY OF HARRIS j 

The foregoing instrument was acknowledged before me th i s 
h ^ t l day of July, 1961, by L. C. OLDHAM, JR. , Y/cc President 
of Texas National Petroleum Company, a Delaware corporation, on 
behalf of said corporation. 

//Notary; Public/ 
My Commission expires: ^ ' 
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STATS OF •' jj 

COUNTY OF 

The foregoing instrument was acknowledged before me t h i s 
day of July, 1961, by Robert Beamon, Independent Executor of 

the Estate of R. E. Beamon, Deceased. . . .. — 

J /' . • , 
. ' > . : (.- . a i r ^ - c ,.<••• 

Notary Public 
My Commission expires: 

. ; I / ^ <£• 3 • — 

1 

STATE OF ThvM 

COUNTY OF ^AIKZISW. 

The foregoing instrument was acknowledged before me t h i s 
ZX, 1^ day of July, 1961, by A. V. Jones. 

Notary Public 
My Commission expires: 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me t h i s 
(4xJL> day "of July, 1961, by W. C. McMahan. 

- Notary Public 

My Commission expires: 

--. ' / i<t<i.* 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me t h i s 
zz. ^ day of July, 1961, by Homer R. Stasney. 

My commission exuLre: 

***** 

/y Notary Pub.Li.: 
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AMENDMENT TO OIL AND GAS LEASE SALE AGREEMENTS 
Dated July 6, 1953 

Amendment Ho. 1 
Amendment No. 

THIS AGREEMENT, by and between EL PASO NATURAL GAS COMPANY, a 

Delaware corporation, whose address Is Post Office Box 1492, El Paso, Texas, 

(hereinafter referred to as "El Paso"); and TEXAS NATIONAL PETROLEUM CO., 

a Delaware corporation, whose address i s 902 South Coast Building, Houston 

2, Texas, (hereinafter referred to as "Texas National"); and ROBERT BEAMON, 

Independent Executor of the Will and Estate of R. E. Beamon, deceased, suc

cessor to the interests of R. E. Beamon, whose address i s 1303 Esperson 

Building, Houston 2, Texas, (hereinafter referred to as "Executor of the 

Estate of R. E. Beamon, deceased"); A. V. JONES, whose address ls Post Office 

Box 787, Albany, Texas (hereinafter referred to as "Jones"); W. C. McMAHAN, 

whose address is Post Office Box 631, Houston 1, Texas (hereinafter referred 

to as "McMahan"); and HOMER R. STASNEY, whose address i s Post Office Box 307, 

Albany, Texas, (hereinafter referred to as "Stasney"); 

WHEREAS, Johnston Oil and Gas Company and El Paso made and entered 

into that certain Oil and Gas Lease Sale Agreement dated July 6, 1953, re

corded i n Book 16, page 489, of the Deed Records of Rio Arriba County, New 

Mexico, reference to said Agreement and the record thereof here made for a l l 

purposes; and 

WHEREAS, said Johnston Oil and Gas Company and El Paso modified and 

amended said Agreement on January 4, 1954, to provide that said Agreement 

covered and included three additional leases and tracts of land not described 

and set forth i n said original Oil and Gas Lease Sale Agreement; and 
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WHEREAS, said Johnston Oil and Gas Company and El Paso modified 

and amended said Agreement on February 24, 1954, to provide that said 

Agreement covered and included one additional lease and tract of land not 

described and set forth in said original Oil and Gas Lease Sale Agreement; 

and 

WHEREAS, said Johnston Oil and Gas-Company and El Paso modified 

and amended said Agreement on May 1, 1954, to provide that said Agreement 

covered and Included'one additional lease and tract of land not described 

and set forth in said original'Oil and Gas Lease Sale Agreement; and . 

WHEREAS, Texas National l s the surviving corporation.of a merger 

between Johnston Oil and Gas Company and Texam Oil and Gas Company, and 

Texas National has succeeded to all rights,-privileges and obligations for

merly held or imposed upon Johnston Oil and Gas Company; and 

WHEREAS, Texas National and El Paso modified and amended said Agree

ment on May 1, 1955, to provide for the obligations of El Paso to take said 

volumes of gas or, failing to take such volumes, to make payment to Texas 

National for deficiencies in volumes taken and to provide a new basis for 

later recovery of volumes of gas paid for but not taken by El Paso; and 

WHEREAS, Texas National and El Paso modified and amended said 

Agreement on November 9, 1956, to provide that said Agreement covered and 

included one additional lease and tract of land not described and set forth 

in said original Oil and Gas Lease Sale Agreement; and 

WHEREAS, Texas National and El Paso modified and amended said Agree

ment on July 29, 1958, to (1) provide for the sale by Texas National to El Paso 

of one gas well producing from the Mesaverde Formation and to subject the gas 

produced from such well to the terms of said Agreement, (2) amend and modify 

the meaning of certain terms defined therein, (3) delete all reference to the 

right reserved by El Paso in said Agreement to explore for, produce and remove 
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gas from zones and/or formations below the Mesaverde Formation on lands co

vered by said Agreement, and (4) delete a l l "take-or-pay" provisions contained 

in said Agreement and substitute, in lie 1; thereof, Sl Paso's obligation to 

connect each commercial gas well drilled and completed on lands covered by 

said Agreement; and 

WHEREAS, Texas National and El Paso modified and amended said Agree

ment on March 9, 1959, to provide for the extension of the time within which 

'El'Paso is' obligated to discharge certain development obligations as described 

therein; and ' - • -• - •* - .. 

WHEREAS, Texas National and El Paso modified and. amended, said Agree

ment on September 18, 1959, to (1) redefine the term "date of completion" as 

the same appears in Section l.a. of Article VII of said Agreement, (2) pro

vide for the "workover" of any well covered by said Agreement, (3) redefine 

the term "date of completion" as the same applies -to a well, drilled and com

pleted as a dual well under said Agreement, and (4) provide for the treatment 

of a well drilled and completed aB a dual well under said Agreement with res

pect to the penalty to be paid by El Paso for failure to connect each commer

cial gas well drilled and completed on lands covered by said Agreement; and 

WHEREAS, R. E. Beamon and El Paso made and entered into that certain 

Oil and Gas Lease Sale Agreement dated July 6, 1953, recorded in Book 21, 

pages 57-70, of the Deed Records of Rio Arriba County, New Mexico, reference 

to said Agreement and the record thereof here made for all purposes; and 

WHEREAS, said Beamon and El Paso modified and amended said Agreement 

on February 24, 1954, to provide that said Agreement covered and included one 

additional lease and tract of land not described and set forth in said original 

Oil and Gas Lease Sale Agreement; and 

WHEREAS, said Beamon and El Paso modified and amended said Agreement 

on March 1, 1955, to provide for the obligations of El Paso to take said 
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volumes of gas or, failing to take auch volumes, to make payment to Beamon 

for deficiencies in volumes taken and to provide a new basis for later 

recovery of volumes of gas paid for but hot taken by El Paso; and 

WHEREAS, said Beamon and El Paso modified and amended said Agree

ment on August 5, 1958, to (1) provide for the sale by Beamon to El Paso of 

one gas well producing from the Mesaverde Formation and to subject the gas 

produced from such well to the terms of said Agreement, (2) amend and modify 

the meaning of certain terms defined therein, (3) delete a l l reference to 

the right reserved by El Paso in said Agreement to explore for, produce and 

remove gas from zones and/or formations below the Mesaverde Formation on lands 

covered by said Agreement, and (4) delete all "take-or-pay" provisions con

tained in said Agreement and substitute, in lieu thereof, El Paso's obliga

tion to connect each commercial gas well drilled and completed on lands 

covered by said Agreement; and 

WHEREAS, said Beamon and El Paso modified and amended said Agree

ment on March 9, 1959, to provide for the extension of the time within which 

El Paso is obligated to discharge certain development obligations as described 

therein; and 

WHEREAS, Beamon and El Paso modified and amended said Agreement on 

September 8, 1959, to (1) redefine the term "date of completion," as the same 

appears in Section l.a. of Article VII of said Agreement, (2) provide for 

the "workover" of any well covered by said Agreement, (3) redefine the term 

"date of completion" as the same applies to a well drilled and completed as a 

dual well under said Agreement, (4) provide for the treatment o* a well drilled 

and completed as a dual well under said Agreement with respect to the penalty 

to be paid by El Paso for each commercial gas well drilled and completed on 

lands covered by said Agreement; and 
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WHERRAS, R. E. Beamon died April 24, 1961, and Robert Beamon la

the duly appointed and qualified Independent Executor of the Will and 

Estate of R. E. Beamon, deceased, and has succeeded to a l l rights of R. E. 

Beamon, deceased, in said contracts, and has full authority to enter into 

this Agreement; and 

WHEREAS, by Amendment dated July 5,1961, the parties hereto 

amended Section 2 of Article VI of the Oil and Gas Lease Sale Agreements 

both dated July 6, 1953; and 

WHEREAS, the parties hereto deem i t beneficial to defer"the-drill

ing obligations provided for in'that certain Amendment'dated July 5, 1961; 

NOW, THEREFORE, in consideration of the mutual covenants and agree

ments hereinafter stipulated and covenanted to be kept and performed, the 

parties hereto agree that paragraphs a), b) and c) of Section 2 of Article VI 

of the Oil and Gas Lease Sale Agreement, as amended, are hereby modified and 

amended to read as follows: 

a) El Paso agrees to d r i l l to the Pictured Cliffs Formation 
twelve (12) wells on subject acreage or on acreage pooled with subject 
acreage prior to December 31, 1963. 

b) As to any undeveloped Mesaverde drilling unit lying within 
the Rincon Unit admitted to the Rincon Unit Mesaverde Participating Area on 
or before December 31, 1963, the drilling unit shall be considered as de
veloped acreage in the same manner as l f a Mesaverde well had been drilled 
thereon, and as to any undeveloped Mesaverde drilling unit lying outside the 
Rincon Unit, El Paso shall d r i l l a well to the Mesaverde Formation on each 
such Mesaverde drilling unit prior to December 31, 1963, or shall reassign 
as their interests may appear, upon request of Texas National and/or the 
Executor of the Estate of R. E. Beamon, deceased, a l l El Paso's gas operating 
rights in and to such drilling unit, retaining any commercial gas well com
pleted thereon in a shallower or deeper formation and the gas operating rights 
in the producing formation; and 

c) Any undeveloped Pictured Cliffs drilling unit which is included 
in the San Juan 28-6, San Juan 28-7, Huerfano, Canyon Largo or Rincon Unit 
Pictured Cliffs Participating Area on or before December 31, 1963, shall be 
considered as developed acreage in the same manner as i f a Pictured Cliffs 
well had been drilled thereon, provided that a direct commercial offset Pic
tured Cliffs gas well drilled after June 1, 1961, upon the perimeter acreage 
as hereinafter described shall require El Paso to d r i l l or reassign as here
inafter specified. 
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El Paso agrees to protect against offset drilling on perimeter 
acreage, which immediately adjoins portions of the subject acreage and 
which is described as follows, to wit: 

Township 27 North, Range 5 West, N.M.P.M. 
Section 6: W/2 * 
Section 7: W/2 
Section 18: W/2 
Section 19: W/2 
Section 30: W/2 
Section 31: W/2 

Township 27 North, Range 6 West, N.M.P.M. 
Section 33: N/2 
Section 34: N/2 
Section 35: N/2 

As of June 1, 1961, the perimeter acreage (with the exception of the N/2 
of Section 33, Township 27 North,-Range 6 West which has not been developed 
in the Pictured Cliffs Formation) has been developed in the Pictured Cliffs 
Formation by completion of one (1) well in each 320-acre drilling block. 
In the event that operators of such perimeter shall complete a second com
mercial gas well in the Pictured Cliffs Formation on any 320-acre drilling 
block of perimeter acreage then El Paso shall commence within ninety (90) 
days after first production therefrom and d r i l l to the Pictured Cliffs For
mation on the 160-acre Pictured Cliffs drilling unit directly offsetting the 
newly completed well. 

In the event that development hereafter in the area of or adjacent 
to any undeveloped Mesaverde or Pictured Cliffs drilling unit shall evidence 
that such drilling unit shall not be productive of gas in commercial quantities 
in the formation applicable to such drilling unit as above specified and for 
such reason El Paso shall not desire to d r i l l such well thereon, then El Paso 
shall promptly offer to reassign any such drilling unit to Texas National 
and/or the Executor of the Estate of R. E. Beamon, deceased, as their inter
ests may appear, and thereupon shall be relieved of its obligation to d r i l l 
a test well to the applicable formation, i t being understood that i f Texas 
National and/or the Executor of the Estate of R. E. Beamon, deceased, as 
their interests may appear, does not desire to have said drilling unit re
assigned to i t , such acreage may be released upon mutual consent of El Paso 
and Texas National and/or the Executor of the Estate of R. E. Beamon, de
ceased, as their interests may appear; provided that El Paso may retain any 
commercial gas well completed thereon in a shallower or deeper formation, 
together with its rights in suck drilling unit in such shallower or deeper 
formation. This provision shall not relieve El Paso of its obligation to 
dr i l l twelve (12) Pictured Cliffs wells prior to December 31, 1963. In the 
event the operation of any well heretofore or hereafter drilled [shall become 
unprofitable, then El Paso shall have the option upon sixty (60) days notice 
to reassign to Texas National and/or the Executor of the Estate of R. E. Beamon, 
deceased, as their interests may appear, such well and gas operating rights in 
the unit upon which such gas well Is situated, and in such event Texas National 
and/or the Executor of the Estate of R. E. Beamon, deceased, as their inter
ests may appear, shall sell and El Paso shall buy gas produced therefrom at 
the price paid by El Paso for gas produced from the same formation in the San 
Juan Basin. 
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IT XS UNDERSTOOD AND AGREED that this Amendment and Modification 

shall ln no way affect and change any previously executed amendment with the 

exception of that certain Amendment dated July 5, 1961, which is modified 

and changed hereby, and shall be effective as of the date of the execution 

of this Amendment and shall, in a l l ways, be in substitution for paragraphs 

a), b) and c) of Section 2 of Article VI of the Oil and Gas Lease Sale Agree

ments dated July 6, 1953. 

IN WITNESS WHEREOF, the undersigned have hereunto set their hands 

and seals this day of , 1962. 

EL PASO NATURAL GAS COMPANY 

By ' 
- Attorney in Fact 

ATTEST: TEXAS NATIONAL PETROLEUM CO. 

By 
Assistant Secretary Vice President 

ROBERT BEAMON, Independent 
Executor of the Estate of 
R. E. Beamon, Deceased. 

A. V. JONES 

W. C. McMAHAN 

HOMER R. STASNEY 
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STATE OF TEXAS I 
I 

COUNTY OF EL PASO I 

The foregoing instrument was acknowledged before me this 
day of -̂ - ,1962, by - ' - - j , 
Attorney in Fact for EL PASO NATURAL GAS COMPANY, a Delaware corporation, 
on behalf of said corporation. 

My Commission expires: Notary Public 

STATE OF TEXAS I 

COUNTY OF HARRIS I 

The foregoing instrument was acknowledged before me this 
day of , 1962, by , 
Vice President of TEXAS NATIONAL PETROLEUM COMPANY, a Delaware corporation, 
on behalf of said corporation. 

My Commission expires: Notary Public 

STATE OF TEXAS 5 

H 
COUNTY OF HARRIS J 

The foregoing instrument was acknowledged before me this 
day of , 1962, by Robert Beamon, Independent Executor of the 
Estate of R. E. Beamon, Deceased. 

My Commission expires: Notary Public 
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STATE OF TEXAS I 

I 
COUNTY OF SHACKELFORD I 

The foregoing instrument was Acknowledged before me this 
day of — -- t 1962, by A. V. JONES. *• 

Hy Commission expires: Notary Public 

STATE OF TEXAS 2 

I 
COUNTY OF HARRIS 1 

The foregoing instrument was acknowledged before me this 
day of , 1962, by W. C. McMAHAN. 

My Commission expires: Notary Publicr 

STATE OF TEXAS I 

2 
COUNTY OF SHACKELFORD H 

The foregoing instrument was acknowledged before me this 
day of , 1962, by HOMER R. STASNEY. 

My Commission expires: Notary Public 
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OIL AND OAS LEASE SAl E AGREEMENT • » 
THIS AGREEMENT, made and entered into this 6th day of July, 

1953* A.D., by and between R. E. BEAMON, an individual, with an 

office in Houston, Texas, hereinafter called "Bsamon"), and EL 

PASO NATURAL GAS COMPANY, a Delaware corporation, whose address 

i s Bassett Tower, E l Paso, Texas, hereinafter called "El Paso", 

W I T N E S S E T H : 

WHEREAS, Beamon i s the present owner and holder of various 

oi l and gas leases covering lands in the San Juan Basin; and 

WHEREAS, El Paso is the owner and operator of gas trans

mission and gathering facilities within and extending beyond the 

San Juan Basin and is desirous of acquiring leases from which a 

portion of its gas requirements for such facilities, as proposed 

to be expanded, may be obtained: 

NOW, THEREFORE, in consideration of the premises, the mutua 

covenants and promises contained herein and other good and valu

able considerations, the f u l l receipt and sufficiency of a l l of 

which are hereby acknowledged by each of the said parties, the 

said parties hereby agree as follows: 

ARTICLE I 

Definitions 

As used in this agreement the following terms have the mean 

Ings herein stated: 

Section 1. The term "day" shall mean a period of twenty-

four (24) consecutive hours beginning and ending at seven (7) 



c - c 

o'clock A.M. Mountain Standard Time. t. 

Section 2. The term "month" shall mean a period commencing 

at seven (7) o'clock A.M. Mountain Standard Time on the f i r s t day 

of any calendar month and ending at seven (7) o'clock A. M. 

Mountain Standard Time on the f i r s t day of the next succeeding 

calendar month. 

Section 3. The term "year" means a period of twelve (12) 

months beginning at seven (7) o'clock A.M. Mountain Standard Time 

on the f i r s t day of January of any calendar year and ending at 

seven (7) o'clock A. M. on the f i r s t day of January of the next 

succeeding calendar year. 

Section 4. The term "gas" shall include both natural gas 

and casinghead gas. 

Section 5. The term "lease" means the conventional gas lease 

or o i l and gas lease under which the lessee has the righ t to pro

duce and market gas (except casinghead gas I n some cases) from 

the lands covered thereby, the l i f e of which Is f o r a stated r-•> 

number of years and as long thereafter as o i l or gas i s produced 

i n paying quantities, and the term "lease" shall also Include 

applications f or leases, options to acquire leases and agreements 

e n t i t l i n g one party to dispose of gas produced from leases. 

Section 6. The term "mcf" means one thousand (1,000) cubic 

feet. 

Section 7. The term "PSIG" means pounds per square inch 

gauge. 
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Section 8. The term*"subject 1-inds" means a l l lands covered 

by Beamon's leases as described l n Exhibit "A" hereof. 

Section 9. The term "Rincon Unit" shall mean the leases 

(as above defined) and the subject lands covered thereby listed 

and described under the ti t l e "Rincon Unit" in E;>'libit "A" hereof. 

Section 10. The term "overriding royalty" as applied to 

Beamon's interest means the r i g h t to receive a certain portion of 

production or payment out of production free and clear of any 

cost, expense, charge, deduction or tax levied on production, 

severance or transportation. 

Section 11. The term "open flow capacity" means the a b i l i t y 

or capacity of a natural gas well to produce natural gas for a 

period of twenty-four (2k) hours as determined by the most recent 

open flow test conducted by the parties hereto by flowing the well 

wide open against no back pressure for a period of six (6) con

secutive hours after i t has been shut i n for a period of at least 

seventy-two (72) consecutive hours, and computing the open flow 

capacity from center Impact readings taken by means of a Pitot 

tube i n accordance with the Walter Reid formula or conducted i n 

such other manner as may be agreed upon between the parties. 

Section 12. The term "gas well" means any well (a) which 

produces natural gas not associated or blended with crude pe

troleum o i l at the time of production, or (b) which produces more 

than 100 mcf of natural gas to each barrel of crude petroleum o i l 

from the same producing horizon. 

-3-
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Section 13. The term "oil well," means any well which pro

duces one barrel or more of crude petroleum oil to each 100 mcf 

of natural gas. 

Section 14. The term "oil" means any liquid hydrocarbon 

having a gravity of 50 or less degrees A.P.I. 

ARTICLE I I 

Leases Being Sold 

Section 1. Beamon represents and warrants that he owns or 

has the right to acquire the percentage of the production from 

the leases covering the subject lands more fully shown and de* . 

scribed in Exhibit "A" attached hereto Und made a part hereof for 

a l l purposes, subject to the provisions of Article I I I hereof. 
* 

Section 2. Subject to the terms and provisions of this 

agreement, Beamon agrees to sell and deliver to El Paso, and E l 

Paso agrees to purchase from Beamon and pay for the entire work* 

ing interest of Beamon, free and clear of liens and of contracts 

for the sale of gas produced therefrom, as and in the manner here

inafter Bet forth, in each and a l l of the lands and/or leases de

scribed ln said Exhibit "A" in so far as such interest pertains 

to the right to explore for and produce gas from zones and/or 

formations down to and including the Mesa Verde Formation. 

Section 3. The Bale of leases provided for in Section 2 above 

shall include not only the said leases of Beamon, but also ( in 

BO far as any of the following shall pertain to gas wells pro

ducing from formations down to and Including Mesa Verde Formation) 
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the interest of Beamon i n a l l wells end well structures on any of 

the subject lands and the interest of Beamon i n a l l casing, f i t t 

ings, appurtenances and personal property located on the leased 

premises and attached to or used with such wells, together with 

the'right of ingress and egress to and from the leased premises, 

including but not limited to the right to construct and maintain 

on such lands a l l works, buildings, plants, waterways, roads, tele-

graph and telephone lines, pipe lines, reservoirs, tanks, pumping 

stations and other structures necessary or appropriate to the f u l l 

enjoyment of the interest i n the said leases being sold l n Section 

2 above, together also with the right to develop water on Bald sub

ject lands and to use same in connection with El Pasofs ciperations 

hereunder, but a l l subject*to the terms, provisions and conditions 

hereof and subject to the provisions of the said leases, assign-

ments thereof and other Instruments and documents pertaining thereto 

under which Beamon'B: t i t l e is derived. 

Section 4. I t is understood that the United States Depart

ment of the Interior may not approve any assignment of an interest 

l n an o i l and gas lease on federal public domain which i s limited 

to certain structures, horizons or depths. I t is therefore agreed 

that Beamon may, at i t s option, reserve and retain a l l or part of 

the interest in that portion of the subject lands which i s federal 

public domain, and which Beamon shall be entitled to retain here

under, either by operating agreement or by other method acceptable 

to the Department of the Interior instead of by assignment as pro

vided elsewhere herein. 

-5-
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v ARTICLE I I I 

Exceptions and Reservations 

Section 1. In the various said leases of Beamon's assign

ments thereof and other instruments and documents pertaining there

to, there are excepted and reserved to or assigned for the benefit 

of the various lessors, assignors and others, certain royalties, 

overriding royalties and other rights and Interests in, to and 

connected with o i l , gas and other minerals produced from and under 

such leases, reference being here made to a l l such leases, assign

ments, instruments and documents for a more particular description-

of the terms thereof, The obligation of Beamon to s e l l and de

liver the said leases to E l Paso hereunder l s made expressly sub

ject to a l l such royalties, overriding royalties and other rights 

and Interests so excepted, reserved or assigned. 

Section 2. In addition to the overriding royalties and out

standing interests specified in Section 1 of this Article I I I , 

Beamon hereby excepts from this agreement and reserves and retains 

unto Himself and his successors and assigns, or to person(s) whom 

Beamon may designate, the following: 

Paragraph A. An overriding royalty on Beamon's Interest in 

a l l gas produced and saved from the said leases and the subject 

lands being sold herein as follows: 

(1) 5̂  per mcf on a l l such gas produced and saved during the 

fi r s t 3-1/3 years after the date of closing. 

(2) 6# per mcf on a l l such gas produced and saved during the 

next 3-1/3 years thereafter. 
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(3) l i per nicf on a l l such gas produced and saved during the 

next 3-1/3 years thereafter. 

(4) &i per mcf on a l l such gas produced and saved during the 

next one year thereafter. 

(5) 9$ P e r m c f o n a 1 1 such gas produced and saved during the 

next three years thereafter. 

(6) 10^ per mcf on a l l such gas produced and saved during • 

the next one year thereafter. 

(7) Not less than 10^ per mcf on a l l such gas produced and 

saved thereafter. 

Paragraph B. The volumes of gas, upon which the overriding 

royalties described in Paragraphs A and C of this Article I I I shall 

be paid, shall be computed upon a pressure base of 15.025 pounds 

per square inch absolute and at a temperature base of 60 degrees 

Fahrenheit, and shall be otherwise computed in accordance with the 

specifications prescribed In Gas Measurement Committee Report No. 

2, dated May 6, 1935, of the Natural Gas Department of the Ameri

can Gas Association, including the appendix thereto and subsequent 

amendments and appendices from time to time made. Proper correc

tions shall be made for deviation from Boyle's Law, the specific 

gravity and the flowing temperatures of the gas produced hereunder. 

Proper deduction Bhall be made from such volumes for gas used ln 

development and operation of the subject lands and for^loss due to 

shrinkage by reason of extraction of hydrocarbons from such gas. 

Paragraph C. The overriding royalty specified in subparagraph 

(7) of Paragraph A above shall in no event be less than the amount 
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stated therein but shall be arrived at as follows: Approximately 

ninety (90) days prior to the end of the f i r s t fifteen (15) years 

following the date of closing the parties shall attempt to agree 

upon the amount of such overriding royalty for the next five-year 

period. I f the parties agree upon such overriding royalty, then 

such amount shall be the overriding royalty to be received by 

Beamon hereunder for such period. I f the parties cannot agree upon 

such amount, then such amount shall be determined by a board of 

arbitrators to be appointed as provided in Article X hereof. The 

board of arbitrators, ln determining the amount of such overriding 

royalty, shall base their decision on the then value of such gas 

at the well head, considering only quality and pressure of gas, 

aggregate quantity of delivery and the then current field prices 

(of then newly negotiated contracts) of gas In other fields 

connected to or in the area of any of E l Paso's pipe lines or gather

ing systems or of any pipe line system to which any of E l Paso's 

pipe lines or gathering systems are then connected and such other 

directly related pertinent factors which said board shall deem 

proper to consider in order to fairly determine the amount of such 

overriding royalty. The overriding royalty reserved by Beamon in 

Paragraph A above shall be determined for each five-year period 

after the twentieth year following the date of closing,In like manner 

to that provided above for the five-year period next following the 

fifteenth year after the date of closing, but in no event shall the 

amount of such overriding royalty be less than 10^ per mcf. 

Paragraph D. An overriding royalty in the amount of 33-1/3^ 
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of Beamon's interest In al\ liquid hydrocarbons which may be re

covered or extracted from gas produced from the said leases and 

the Bubject lands being sold herein. At Beamon's option El Paso 

shall deliver to Beamon such overriding royalty in kind or shall 

pay to Beamon the fair market ,value thereof in cash; provided, 

however, that I f El Paso shall desire to contract for the sale 

of any such liquid hydrocarbons over a period of yearB I t shall 

notify Beamon of the price, terms and conditions of such proposed 

contract and, within thirty (30) days after the receipt of such 

notice, Beamon shall elect either to join in such contract or to 

take In kind hiB share of the liquid hydrocarbons to which such 

contract relates, for the entire term of such contract. At a l l 

times prior to the completion of construction and commencement of 

operation by El Paso of a plant for extraction of such liquids, 

El Paso shall pay to Beamon in cash the estimated value of 33-1/3% 

of a l l liquids produced with or contained in gas produced from 

the leases being sold herein and applicable to Beamon's interest 

therein, regardless of whether such liquids are extracted from 

the gas. I f the parties are unable to agree upon such estimated 

value, then the amount thereof shall be determined by arbitration 

as provided in Article X hereof. El Paso agrees that i t will with 

reasonable dispatch construct and thereafter efficiently operate 

a plant at a location to be selected by l t in the said; San Juan 

Ba3in for the extraction of such liquids. El Paso agrees to con

duct a l l of its operations in such manner as to reasonably and 
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economically c r r s t r «f -irrt i * IT: + e rfcc .f r •'h-' ma«ioi'jm ;?!M>U'J*. 

of liquids re aso-.iblv md ocoiiowi -s i i v rccover-tble from .:oi-:i g-is . 

Peamor. shal l. ha 'he option a I -he - ̂ r 1 r f t he f i r s ' ; ycax-

peri od of operation of such plant to puichus^ • he t o t a l prcpm-.? 

production from such plant applicable to gas produced £v:m the 

subject lands, at the average price received by El Paao for such 

production during the last year of said .3-1/3 year period, such 

option to be exercisable by Beamon. at any time, during the second 

3-1/3 year period of operation of such plant. Should Beamon 

exercise such option he shall thereupon have the continuing r i g h t 

to purchase, and shall purchase, such propane production on such 

basis at a l l times during the remainder of the l i f e of such plant. 

Paragraph E. I t i s understood that the United States Depart

ment of the Inte r i o r may not approve reservations of the over

rid i n g royalties described l n Paragraphs A, B, C and D above as 

to federal public domain, unless such overriding royalties on any 

particular lease from which the average production per well par 

day Is 500 mcf of gas or less are converted to a working interest. 

Tt l s agreed therefore that B:anion may i n the assignments con

taining nis reservation of such overriding royalties on federal 

public domain provide for the suspension of surh overriding royal

ties when production Is less than such amount; provided, however, 

that notwithstanding such provision, i t Js agreed that during '.ny 

and a l l such periods when production on arty particular "le-tse shall 

be less than such amount. Beamon shall receive i n l i e u of such over

do-



r i d i n g royalties In such lease a portion of the working Int.'.: r f i I 

therein (including l i q u i d hydro-- :rbon.F. 5 f e f r e/tractlqt.) I i : an 

amount to be agreed upon, by thr- p'M'M̂ ; '-/reto, arvl I f '-.»..-y '.'..vi

no t so agree, then i n an amount '.o b? agreed upon by a board of 

arbitrators i n accordance with A r t i c l e X hereof. El Paso ngioea 

that i n any event Beamon shall receive r.uch amount of working 

interest (including l i q u i d hydrocarbons after extraction) i n ;*ueh 

lease so that after deduction of hi.a part of a l l costs of opera

ti o n from the proceeds of the sale of gas therefrom (Including 

the l i q u i d hydrocarbons extracted from such gas) Beamon shall re

ceive a net amount i n cash from such working interest which shall 

be equal to the amount Beamon would have been e n t i t l e d to receive 

otherwise as overriding royalties from auch lease during such 

period, and Beamon agrees to se l l such gas to El Paso on such 

basis. 

Paragraph - A l l o i l i n , to and under the said leases and 

the subject lands (for the benefit of himself and others owning 

interests therein), together with the right of ingress and egres3 

to and from the leased premises for the purpose of ey.pl ort f or, 

producing and removing same and construction and operation of a l l 

f a c i l i t i e s necessary or appropriate i n connection therewith. Tn 

the event any well l s d r i l l e d through any zone from which El Paso 

shall be producing gas, then Beamon agrees to take adequate 

measures to protect such zone: against I n f i l t r a t i o n of water and/ 

or loss of gas. 
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Paragraph G. All gas*and other.hydrocarbon substances in, 

to and under the said leases and the subject lands In -all forma

tions below the Mesa Verde Formation, together with the right of 

Ingress and egress to and from the leased premises for the pur

pose of exploring for, producing and removing same and construc

tion and operation of a l l f a c i l i t i e s necessary or appropriate ir. 

connection therewith, but subject to the provisions of Sections 

3 and 4 of Article VI hereof and Section 2 of Article VII. 

ARTICLE IV 

Price of Wells 

At the time of closing provided for in Article IX hereof E l 

Paso shall pay to Beamon in cash an amount equal to Ninety Thou

sand Dollars ($90,000.00) for each commercial gas well (not exceed 

Ing a total of four) being sold herein completed ln the Mesa Verde 

Formation and Thirty Thousand Dollars ($30,000.00) for each 

commercial gas well (not exceeding a total of fifteen) being sold 

herein and com^-eted in the Pictured Cliffs Formation. E l Paso 

may, at i t s option, also acquire any Pictured Cliffs or Mesa Verde-

well of Beamon on the subject lands which i s then being reworked 

or which shall have been completed as a non-commercial well by pay 

Ing to Beamon at that time in ca3h the actual cost thereof. E l 

Paso shall reimburse Beamon for the cost of any well being drilled 

on the subject lands at the time of closing hereunder and shall 

take over operation thereof at that time, provided that the com

pleted well costs (including E l Paso's costs of completing such 
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well after assignment) sha.ll not exceed the above agreed amounts. 

I l l any instance where Beamon does not own a l l of a particular 

well, the purchase price thereof hereunder shall be reduced pro

portionately. The cash payments provided f o r i n t h i s A r t i c l e IV 

are to cover Beamon's share of the agreed cost of such wells and 

no part thereof shall be considered as purchase price f o r said 

leases. For the purpose of this A r t i c l e IV, the term "Commercial 

Well" means any gas well completed i n the Mesa Verde Formation 

having an open flow potential of at least 500 mcf per day, and any 

well completed i n the Pictured C l i f f s Formation having an open 

flow potential of at least 150 mcf per day, provided that a l l wells 

completed i n the Mesa Verde Formation on the date of closing shall 

have an average open flow potential of at least 1,000 mcf per day. 

I f a l l such Meaa Verde gas wells shall not have such average open 

flow potential, then El Paso may, but shall, not be obligated t o, 

purchase such Mesa Verde gas wells, and the t o t a l price payable by 

El Paso to Bea-on f o r a l l such Mesa Verde gas wells shall be re

duced by a fraction, the numerator of which shall be the number of 

mcf by which the average open flow potential of such wells i s less 

than 1,000 mcf and the denominator of which fraction Bhall be 

1,000. 

I f El Paso should not acquire any well hereunder, then such 

well and the d r i l l i n g unit upon which i t shall be situated shall 

thereupon by considered excluded for a l l purposes from this agree

ment and El Paso shall have no further interest therein hereunder, 

but only l n so far as the formation l n which the well i s completed 

i s concerned. 
-13-



v- ARTICLE,V 

Payment of Overriding Royalties 

Section 1. E l Paso assumes and agrees to pay as"and when 

the Bame shall become due and payable a l l outstanding royalty, 

overriding royalty, carried and other Interests u~ider the leases 

herein sold applicable to a l l gas, o i l and other hydrocarbons 

produced and saved by E l Paso and not delivered in kind to Beamon 

hereunder. 

Section 2. E l Paso agrees to pay to"Beamon at Houston, 

Texas, on or before the 20th day of each month, the overriding 

royalties reserved by Beamon herein applicable to one-twelfth 

(1/12) of the annual minimum volumes of gas required to be taken 

or paid for hereunder. All amounts of gas taken in excess of 

the minimum so paid for shall be paid for by ElPaso for each year 

on or before the 20th day of January of the next succeeding year. 

Should E l Paso f a i l to pay any such amount to Beamon a3 and when 

the same shall oecome due, then El Paso agreeB to pay interest 

thereon at the rate of six per cent (6#) per annum from the due 

date or dates until the date of payment thereof. 

Section 3» Beamon shall have the right to examine at reason

able times the books, records, laboratory tests and charts of E l 

Paso to the extent necessary to verify the accuracy of any state

ment, test, chart or computation made under or pursuant to any of 

the provisions of this agreement. 
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v ARTICLE >VI 

. El.Paso's Development Program 

Section 1. E l Paso assumes and agrees to perform and ful

f i l l (subject to the terms and provisions of Section 2 of this 

Article VI) a l l of the terms,' covenants and conditions of the 

lessee in each of the said leases purchased by i t hereunder or 

in the assignments thereof or other instrument pertaining thereto 

under which Beamon's t i t l e I s derived, insofar as they cover and 

affect the drilling of wells and the production of gas and/or 

other hydrocarbon substances from formations down to and Includ

ing the Mesa Verde Formation and in such deeper formations in 

which E l Paso may operate hereunder, including payment of a l l 

rentals which become due after the date of closing. E l Paso agrees 

to fully develop such leases down to and including the Mesa Verde 

Formation at such times and in such a manner as to (a) avoid for

feiture of such leases, and (b) comply with the requirements of 

a l l governmental agencies having jurisdiction. E l Paso agrees 

that either by unitization or development and production, E l Paso 

shall protect the subject lands against drainage from wells on 

adjacent lands. 

Section 2. Promptly after the execution of this agreement 

two geologists, one representing each of the parties, shall pre

pare a map showing a l l of the subject lands divided into drilling 

units for both Mesa Verde and Pictured Cliffs wells. Each d r i l l 

ing unit for a Mesa Verde well shall contain approximately three 

hundred twenty (320) acres and each drilling unit for a Pictured 
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Cliffs well shall contain^approximately one hundred sixty (loO) 

acres. E l Paso agrees that i t will d r i l l or cause-to be drilled 

during the period of seven and one-half (7-1/2) years'following 

the date of closing a well for o i l or gas on some portion of 

each*such drilling unit, such wells to be drilled to the Mesa 

Verde Formation on the Mesa Verde drilling units and to the fic-^ 

tured Clif f s Formation on the Pictured C l i f f s drilling units. I t 

is provided, however, that In the event, at the end of five (5) 

years next following the date of closing, Mesa Verde wells then 

on the Bubject lands are not capable of a legally authorized de

liverability of ten thousand (10,000) mcf of gas per day and the 

subject lands have not been fully developed in accordance with 

the terms of this Section 2, then E l Paso shall continue diligent 

drilling operations to the Mesa Verde Formation on the subject 

lands until Mesa Verde wells on the subject lands are capable of 

a maximum legally authorized deliverability of ten thousand 

(10,000) mcf o- gas per day or until the subject lands haye been 

fully developed in accordance with the terms of this Section 2 

and such drilling operations to the Mesa Verde Formation shall 

continue on the subject lands so long as necessary to maintain 

the said maximum legally authorized deliverability of ten thou

sand (10,000) mcf of gas per day from the Mesa Verde wells on the 

subject lands or until the subject lands have been fully developed 

in accordance with the terms of this Section 2. In the event that 

development hereafter in the area of or adjacent to any drilling 

unit should evidence that such drilling unit will not be productive 
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of gas i n conwr r c i i l qu-m*i' l€s \ " 1 N f'-rv iMon app li e -hi-- «.c 

such d r i l l i r g uni 4 - as abovo sp'-'. i f ! e i rv.l for sucr. rejiuuM i*"1. r ,.,« 

shall not desire to d r i l l such v/e,1.2 f>.ertcr.. *hen El Poso -JJ 

promptly reassign any such d r i l l i n g u.M.t to Beamon or to any 

person whom Beamon may designate and thereupon shall, be relieved 

of i t s obligation to d r i l l a test well thereon to the formation 

applicable; provided that El Paso may retain any commercial gaa 

well completed thereon i n a shallower or deeper formation, to

gether with i t s rights i n such d r i l l i n g unit down through such 

shallower or deeper formation. I n the event the operation of any 

well heretofore or hereafter d r i l l e d shall become unprofitable, 

then El Paso shall have the option upon sixty (60) days' notice 

to Beamon to reassign to Beamon such well and the unit upon which 

such well is situated., and i n such event Beamon shall have the 

option to s e l l gas produced therefrom to El Paso at the highest 

price paid fc: gas of like kind and quality i n the f i e l d by El 

Paso or any other bona fide pipe line company, and El Paso agrees 

to purchase such gas at such price/N 

Section 3. El Paso shall have the right to d r i l l for o i l or 

gas i n formations below the Mesa Verde Formation on the subject 

lands. I f El Paso should discover gas i n commercial quantities 

i n any such well below such formations, Beamon agrees to assign 

(to the extent of his interest) to El Paso the legally authorized 

d r i l l i n g unit upon which such well 3hall be located as to a l l form

ations down to and including the formation from which such well 

shall be producing, under the same terms and conditio/13 as such 
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d r i l l i n g ur.lt shall have t-^er •i.vslgre'.j 4 c HI Paso h: !'fc.unr':?r -5 

to a l l formations down lo and l r c l v i l n g the Mesa verde Format Jen 

Section -4, I f Ej. Paso, I " the. c^v^Iopm- at of any of salu 

leases, shall d r i l l and complete an. o i l well thereon, Fl Fa so 

shall notify Beamon immediately of soon well , i t s location., crol. 

and the results of any tests and other technical data I n connect -

ion therewith. Beamon shall have the option to acquire such wo 11 

from El Paso upon payment of El Paso's C03t of d r i l l i n g , complet

ing and equipping the same, such option to be exercised within 

ninety (90) days after receipt of such notice. I f Beamon should 

not exercise such option, then such well shall belong to El Paso, 

but El Paso shall pay to Beamon the ŝ uie overriding royalty I t 

has agreed to pay Beamon on other liquid hydrocarbons hereunder. 

In the case of a well completed In any formation below the Mesa 

Verde Formation on thE subject lai'ls which shall be producing Jess 

than twenty (20) barrels of o i l per day and which shall, also bt. 

producing gas i n commercial quantities, Beamon-shall have the 

further option to set a separator on the flow line from tmch well 

to separate the o i l from the gas, and In such event a l l o i l uo 

separated shall belong to Beamon (for the benefit of nlv^r-vlf and 

others owning interests i n same). 

ART1CIE VII. 

Minimum Oas Production and Deep Gaa ProcPrctlon 

Section 1 . El Paso agrees that., 35 soon as reasonably^, 

possible but not exceeding ninety (90) days a f t e r the date of c los 

ing herein provided f o r , i t w i l l romm-nee and continue t ak ing from 
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wells now existing or which may be hereafter completed on the 

leases being sold to i t hereunder gas produced from such wells 

and shall take the following quantities of gas, subject to the 

ability of the wells to produce said quantities under the rules 

and regulations of governmental authorities having Jurisdiction 

thereof: 

(a) From Mesa Verde wells an amount each day equal to 

twenty-five percent (25%) of the aggregate open flow potential 

of a l l such wells on an eighty percent (80%) load factor, averi-

aged annually, until annual production from such Mesa Verde wells 

shall reach ten thousand (10,000) mcf per day. Thereafter, E l 

Paso will continue to produce an average of ten thousand (10,000) 

mcf of gas per day from such Mesa Verde wells until the expira

tion of one year after development of such 10,000 mcf per day pro

duction or until El Paso shall have obtained approval from the 

Federal Power Commission to produce and transport from the sub

ject lands additional amounts of gas, whichever shall occur f i r s t . 

When reserves capable of producing substantially in excess of 

10,000 mcf of gas per day 3hall have been developed, then E l Paso 

agrees either to produce such excess i f i t s f a c i l i t i e s are ade

quate to take such amounts or promptly to apply to the Federal 

Power Commission for approval to tranapprt from the subject lands 

additional quantities of gas and to construct such f a c i l i t i e s as 

may be necessary or appropriate therefor. Upon the expiration of 

the said one-year period or upon receipt of such approval from 

the Federal Power Commission, whichever shall occur f i r s t , then 
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E l Paso shall thereupon become obligated hereunder to take there

after from a l l Mesa Verde wells on the subject lands an amount 

of gas'"each day equal to 25% of the aggregate open flow potential 

of a l l such wells on an 80% load factor, averaged annually. 

(b) From Pictured Cliffs wells an amount of gas each 

day equal to 25% of the aggregate open flow potential of a l l such 

wells on an 80% load factor, averaged annually. 

E l Paso shall not be required under any provisions of thia 

agreement to take or purchase gas from any well at a well head 

working pressure of less than 100 PSIG. In lieu of taking the 

minimum quantities of gas required by this agreement, E l Paso may 

pay to Beamon in cash a l l amounts which would have been due to 

Beamon hereunder had such quantities been taken. Any gas paid for 

by E l Paso but not taken during any year by virtue of the minimum 

take or pay provisions hereof may be taken by E l Paso from the 

subject lands at any time thereafter out of any production in 

excess of the minimum quantities above provided for during the 

period or periods ln which such quantities are being made up. 

Section 2. I f Beamon should develop the said leases for gas 

In formations below the Mesa Verde Formation, then E l Paso agrees 

to connect tor-its pipe line system as soon as possible after the 

completion thereof, each well so drilled, and agrees to commence 

and continue to purchase ratably therefrom (at the highest price 

then being paid for gas of like kind and quality and under the 

same terms and conditions of the most favorable contract pertain

ing to gas from such formations) until such wells shall have an 
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aggregate open flow potential of 21,500 mcf of gas per clay from 

formations below the Mesa Verde Formation, at which time Beamon 

shall notify E l Paso ln writing of such development, and E l P.iso 

shall have an option to be exercised within ninety (90) days 

after receipt of such notice, to acquire the o i l . nd gas leases 

upon which Beamon has such deeper gas productions insofar as such 

leases cover (a) the formations from which such production has 

been obtained, and (b) the legally authorized drilling units upon 

which such wells are located, such acquisition to be upon the sarre 

terms and conditions as the leases being sold to E l Paso herein, 

and shall pay to Beamon the overriding royalties at the same rates 

then being paid for shallower production hereunder, except that El 

Paso in such event shall pay to Beamon in cash the cost to Beamon 

of drilling, completing and equipping a l l such wells below the 

Mesa Verde Formation instead of the amounts provided for elsewhere 

herein as the agreed price for the wells being sold hereunder. I f 

E l Paso does not exercise such option within such time, then Beamon 

shall have the option to require E l Paso to release to Beamon a l l 

I t s rights hereunder to gas which may be produced from any forma

tion ln the subject lands below the Mesa Verde Formation. I f such 

deeper reserves should be developed in excess of four hundred 

million (400,000,000) mcf, then Beamon and E l Paso shall attempt 

to agree upon a maximum amount of gas to be taken or paid for 

therefrom, such amount to be not less than forty-three thousand 

(43,000) mcf per day. I f the parties cannot agree upon such maxi

mum amount, then l t shall be determined by arbitration as provided 

in Article X hereof. 
-21-



ARTICLE V'lll 

Approval of Title i 

Section 1. On or before one hurd.re.ci twenty (120). days aft-r 

the date of the execution of this agreement Beamon shall submit 

to E l Paso a l l abstracts of t i t l e in hli; possession and all supple

mental abstracts certified to date evidencing i t s t i t l e to the sub

ject lands and leases. E l Paso shall have thirty (30) days there

after within which to examine such abstracts, prepare t i t l e opinions 

thereon and reject t i t l e to any such lease or leases the ti t l e to 

which shall be determined by E l Paso's attorneys not to be good and 

merchantable; provided, however, that Beamon shall have thirty (30) 

days thereafter within which to submit any curative matter necessary 

to cure any such t i t l e objections. I f such curative matter is not 

submitted within said time as to any 3uch lease(s), then, at the 

option of E l Paso, such lease(s) shall be deleted from this agree

ment at the time of closing, and in such event neither party shall 

be liable to the other hereunder with respect to such deleted 

lease(s). 

Section 2. Failure of governmental regulatory bodies to approve 

transfers of ti t l e l s included within Article IX hereof and is not 

to be considered an objection to ti t l e under this Article VIII. I t 

shall not be necessary for Beamon to establish lease.ownership but 

merely the right to extract and remove gas from the lands ln questlo 

down to and including the Mesa Verde Formation. I t i s understood 

that there are various outstanding royalty, overriding royalty and 

working interests in some or a l l of the said leases and such out-
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standing interests shall not constitute t i t l e objections, i t 

being understood that only the net Interest oi* Beamon-in said 

leases i s being sold to E l Paso hereunder. 

Section 3. The approval by governmental agencies referred 

to in Section 2 of this Article VIII does not refer to approval 

of the assignment of any particular United States o i l and gas 

lease by the Department of the Interior nor to the approval by 

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

the assignment of any lease issued by the State of New Mexico. 

However, the refusal of either of such governmental agencies to 

approve the assignment hereunder of any particular lease under 

Its jurisdiction shall entitle E l Paso, after the final decision 

on any appeal taken from the action of such governmental agency, 

to require Beamon to repurchase from E l Paso at E l Paso's cost 

any well or wells thereon and thereupon E l Paso shall reassign 

any such lease to Beamon in the same manner as hereinabove pro

vided, or i f no commercially productive well should be located 

on such lease at such time, then E l Paso shall reassign the same 

to Beamon for no cash consideration. 

ARTICLE LX 

Date of Closing 

Section 1. Transfer of the Interest in said leases from 

Beamon to E l Paso being sold hereunder and payment of ?the cash 

considered for the wells thereon,as provided herein, shall take 

place at Dallas, Texas on January 3, 1954, or at such other time 

and place as may be agreed upon by the parties, regardless of 
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whether approval of ary .-tjjd a l l ;er"T.- t i l holies having Juri??-

diction shall have been obtaired !heretofore. • At .the time of 

closing, Beamon shall execute and deliver to E l Paso,^:or to aucr 

other person or persons a3 El Paso may designate, assignments 

(subject to the reservations and exceptions hereinbefore set forth 

and containing covenants of general warranty) of Beamon's interest 

ln the leases to be assigned hereunder. Each party hereto shall 

execute, or cause to be executed by tho record owners of such 

party's interest in the assigned leasehold interest, such other 

instruments as may be necessary to subject the assigned leasehold 

interest to the applicable terms and conditions hereof. 

ARTICLE X 

Arbitration 

Section 1. If and whenever any controversy shall arise out 

of this agreement or out of the refusal of either party to per

form the whole or any part thereof and the parties shall be un

able to agree with respect to such controversy, the same shall be 

submitted for determination by a board of three arbitrators chosen 

as follows: Upon written demand of either party and within ten 

(10) days from the date of such demand, each party shall name an 

arbitrator and the two arbitrators so named shall promptly there

after choose a third. I f either party shall f a l l to name an arbi

trator within ten (]0)days from such demand, the other party shall 

name the second arbitrator as well as the f i r s t , or l f the two 

arbitrators shall f a l l within ten (10) days from their appointment 

to agree upon and appoint the third arbitrator, then upon written 
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application by either parfcy such third arbitrator may be appointed 

by the American Arbitration Association. 

Section 2. The board of arbitrators so chosen shall proceed 

Immediately to hear and determine the question or questions in 

dispute. The decision of the board of arbitrators or majority 

thereof shall be made within forth-flve (45) days after the ap

pointment of the third arbitrator, subject to any reasonable de

lay due to unforeseen circumstances. In the event the board or 

majority thereof should f a i l to make a decision within sixty (60) 

days after the appointment of the third arbitrator, new arbitra

tors may at the election of either party be chosen In like manner 

as l f none had previously been selected. 

Section 3. The decision of the arbitrators shall be drawn 

up in writing and signed by the arbitrators or a majority of them 

and shall be final and binding as to the parties hereto and as to 

any question or questions so submitted to said arbitrators, and 

Bald parties shall abide by such decision and perform the terms 

and conditions thereof. Unless otherwise determined by the arbi

trators, a l l expense in connection with such arbitration, includ

ing a reasonable compensation to the arbitrators, shall be divided 

equally between the parties hereto, with the exception of expenses 

of counsel, witnesses and employees of the parties hereto, which, 

unless otherwise determined by the arbitrators, shall,be borne by 

the parties incurring them. 

ARTICLE XI 

Well Data and Tests 

Section 1. Beamon shall furnish to El Paso promptly after 



( - ( 

the date of closing a l l his well "logs and pressure and "volume 

data, the results of any and a l l laboratory tests and a l l other 

technical data i n connection wi^h a l l wells heretofore d r i l l e d 

by or f o r Beamon on the subject lands. El Paso ehn.ll furnish to 

Beamon promptly a l l I t s well.logs and pressure and volume das a, 

the results of any and a l l laboratory tests and a l l other techni

cal data i n connection with a l l wells which may be hereafter 

d r i l l e d by or for El Paso on the subject lands. 

Section 2. El Paso agrees to n o t i f y Beamon promptly of a l l 

shows of o i l i n any well which may be d r i l l e d hereafter by or 

for El Paso on the subject lands. Beamon shall have the r i g h t , 

at his expense, to require El Paso to core any zone that Beamon 

considers as possible o i l productive and to require El Paso to 

perform d r i l l stem tests or other tests to adequately determine 

the existence and quantity of o i l l n any horizon. Beamon shall 

at a l l times have access to the derrick f l o o r of any and a l l 

wells d r i l l e d on the subject lands., 

ARTICLE X I I 

Favored Nations Clause 

I f El Paso shall hereafter purchase any o i l and gas leases 

covering land situated within 200 miles of the subject lands and 

shall pay a higher overriding royalty on gas, considering quality 

and pressure, then the t o t a l overriding royalty stipulated here

i n for gas or shall pay a higher overriding royalty on the l i q u i d 

hydrocarbons contained therein, considering quantity and quality, 

or i f El Paso 3hall hereafter pay any such higher overriding 

royalty on gas or li q u i d hydrocarbons pursuant to any lease pur-
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chase agreement executed after May 1. 195- pertaining to land 

situated within 200 miles of the subject lands, then.El Paso shall 

thereafter pay to Beamon hereunder such higher overriding royalty 

for gas or liquid hydrocarbons thereafter produced for so long 

as E l Paso shall pay such higher overriding royalty to others. 

ARTICLE XIII 

Rincon Unit 

Upon receipt of written request therefor from E l Paso Beamon 

agrees to use his best efforts to have E l Paso designated as 

operator of the gas rights in those portions of the subject lands 

within the Rincon Unit down to and Including the Mesa Verde Form

ation. 

ARTICLE XIV 

Miscellaneous 

Section 1. Whenever requested by E l Paso, Beamon shall exe

cute or cause to be executed by the record owners of his interest 

communitization agreements in the usual form when necessary to 

obtain a legally authorized drilling unit. Whenever E l Paso de

sires to explore below the Mesa Verde Formation and makes written 

request, Beamon shall execute or cause to be executed by the 

record owners of his interest a l l designations or other instru

ments required by regulatory commissions or governmental offIds Is 

to enable E l Paso to conduct such operations. Whenever El Paso 

desires to include a l l or any part of the subject lands within E. 

unit agreement, Beamon shall cooperate with E l Paso by executing 

a unit agreement containing the usual provisions and by requesting 

necessary approval. 
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Section 2. Except for E l Paso's> obligation to make payments 

of overriding royalties hereunder and except for the obligation 

of either party to make any other cash payment hereunder, neither 

party hereto shall be liable for any failure to perform the terns 

of this agreement when such failure i s due to "for*e majeure". 

Section 3. No modification of the terms and provisions of 

this agreement shall be or become effective except by the execu

tion of supplementary written contracts. 

Section 4. No waiver by either party of any one or more de

faults by the other ln the performance of any provisions of this 

agreement shall operate or be construed as a waiver of any future 

default or defaults, whether of a like or of a different character. 

Section 5. Except as herein otherwise provided, any notice, 

request, demand, statement or b i l l provided for ln this agreement, 

or any notice which either party may desire to give to the other, 

shall be in writing and shall be considered as duly delivered 

when duly deposited in the United States Mail, registered and 

postage prepaid, addressed to such other party at i t s said add

ress. Either party may change i t s address hereunder by giving 

such a notice thereof to the other party. Routine communications, 

Including monthly statements and payments, shall be considered as 

duly delivered when mailed by either registered or ordinary mall. 

In the event of emergency, notice may be given by telephone or 

telegraph and confirmed in writing delivered as aforesaid. 

Section 6. This agreement and the respective obligations of 

the parties hereunder are subject to a l l valid laws, orders, rules 

and regulations of duly constituted authorities having Jurisdiction. 
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The interpretation and performance of thia ag: eement ahall be i n 

accordance with the laws vof the State of Texas. 

Section 7. The provisions of tMs contract are intended to 

apply to the entire interest and whenever Beamon's interest i s 

less than the entire interest, the contract shall be considered 

modified to conform to such lesser Interest, and the obligations 

to pay money and to take gas shall be reduced proportionately. 

Section 8. This contract shall inure to the benefit of and 

be binding upon the said parties and th e i r respective successors 

and assigns. 

IN WITNESS WHEREOF, the parties hereto have caused th i s agrei 

ment to be signed, as of the date f i r s t above written. 

R. E. BEAMON 

By IU(AjLdL^\AXh^ 

ATTEST: EL PASO NATURAL GAS COMPANY 

By , ^ 7 ^ 7 T^./.^ 
Ass't Secretary Vice President 

STATE OF TEXAS 
COUNTY OF / / 4 ) 

Before me, the undersigned, a Notary Public, i n and for said 

County and State, on thisoft? day of (Of/pSes* , 19 S3 , 

personally appeared R. E. BEAMON , 

to me known to be the Identical person who executed the within 

and foregoing Instrument and acknowledged to me that he executed 

the same as his free and voluntary act and deed for the uses and 

purposes therein set f o r t h . 

Given under my hand and seal the day and year last above 

written. 

My Commission Expires <£->/~ ^ J L • 

K)ss7r?6>y Notary Public 
I n and -tor gtfld County and State 
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STATE OF TEXAS 
COUNTY OF HARRIS 

appeared 
On t h i 

who, being by me duly sworn, d i d say that "ie I D the Vice 
President of EL PASO NATURAL>GAS COMPAQ, a D^iavare coi 'poratlo:: , 
and tha t the seal a f f i x e d to sa id Instrument i t the corporate 
seal of said corpora t ion and tha t sa id i.r:strumont was slgr.ed and 
sealed l n behalf of said corpora t ion by au thor i ty of I t s boar.-i or 
d i r ec to r s and said 6 u . 7 * c \&u-«^u^se toowIedged said In jAra -
ment to be the f r e e act and deed of F a l l co rpora t ion . 

(Seal) 

My commission expi res : 

AUDREY JANE PUMPHREY 
Notary Public in and for Harris County, Texas 
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EXHIBIT "A" 

DESCRIPTION OF LA'IDS AND LEASES 

Federal Oil and Gas Leases Situated In New Mexico 

Santa Fe 

078461 Lessee: Ame B. Filan Dated: Oct. 1> 1947 

tj T 27 N, R 8 W, N.M.P.M., San Juan County 

Section 5- Allj 
containing 642.67 acres, more or less. 

Record interest of Beamon, undivided 1/6 therein subject to 
proportionate part of 4%. 
Santa Fe 

078571 Lessee: S. Victor Day Dated May 1, 1948 

/ T 27 N, R 8 W, N.M.P.M., San Juan County 

Section 7: All; 
containing 640.44 acres, more or less. 

Record interest of Beamon, undivided 1/6 therein subject to 
proportionate part of 5%. 

Santa Fe 
080213 Lessee: Dena Riddle Dated: Nov. 1, 1949 

T 27 N, R 7 W, N.M.P.M., Rio Arriba County 

* Section 28: S/2; 
Section 33: All; 
Section 34: W/2; v 

containing 1280 acres, more or less 

Record Interest of Beamon, undivided 1/6 therein, subject to 
an overriding royalty interest of 5% of total production. 

Santa Fe 

079302 Lessee: 0tl3 Wetsel Dated: April 1, 1948 

T 26 N, R 6 W, N.M.P.M., Rio Arriba County 
n I; -
~!': Section 6: Lots 1 and 2; S/2 NE/4; * ^ 

containing 160.48 acres, more or less. 
Record Interest of Beamon, undivided 1/6 therein, subject to 
5% overriding royalty. 
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J 5. Santa Fe « 
079302-A Lessee: Otis Wetsel Dated: April 1, IQIB 

T 26 N, R 6 W, N.M.P.M., Rio Arriba County 

Section 20: N/2 NW/4, SW/4 NW/4, SW/4, SW/4 SE/4; 
containing 320 acres, more or less 

Record interest of Beamon, undivided 1/6 therein, subject to 
5% overriding royalty. 

/ 6. Santa Fe 

079302-B Lessee: Otis Wetsel Dated: April 1, 1948 

T 26 ». R 6 W, N.M.P.M., Rio Arriba County 

Section 6: SE/4; 
containing 160 acres, more or less 

Record interest of Beamon, undivided 1/6 therein, subject to 
5% overriding royalty. 

,7. Santa Fe 
079160 Lessee: Lloyd W. Miles Dated: May 1, 1948 

T 26 N, R 7 W. N.M.P.M., Rio Arriba County 

..-jo** Section 1: All; 
Section 11: All; 
Section 12: All; 
containing 1920.80 acres, more or less. 

Record in .rest of Beamon, undivided 1/6 therein, subject to 
overriding royalty interests of 1%, 2-1/2%, 3/4 of 1% and 3/4 
of 1%. 

/8. Santa Fe 

079301 Lessee: Coy Lindsey Dated: May 1, 1948 

T 26 N, R 6 W, N.M.P.M., Rio Arriba County 

^ Section 6: Lots 3, 4, 5, SE/4 NW/4; 
containing I0I.8 acres, more or less 

Record interest of Beamon, undivided 1/6 therein, subject to 
5# overriding royalty. 

.9. Santa Fe 
O793OI-A Lessee: Coy Lindsey Dated: May 1, 1948 

T 26 N, R 6 Wt N.M.P.M., Rio Arriba County 

Section 6: Lots 6 and 7; E/2 SW/4; 
containing 161.35 acres, more or less 
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Record interest of Beamon, undivided 1/6 therein, subject tc 
5# overriding royalty. 

v 10. Santa Fe i 
080385 Lessee: C. A. Slater Dated: July 1, 19 

T 27 N, R 7 W, N.M.P.M., Rio Arriba County 

Section 22: SE/4; ' 
1 7 Section 23: S/2; 

-y Section 26: All; , 
Section 27: E/2,SW/4;-
Section 34: E/2;-
Section 35: All; 
containing 2560 acres, more or less 

Record interest of Beamon, undivided 1/6 therein, subject to 
overriding royalty interests of 3-1/2%, 3/4 of 1%, and 3/4 
of 1%. 

v, 11. Santa Fe 

079364 Lessee: Mike Abraham Dated August 1, 19^8 

T 27 N, R 6 W, N.M.P.M., Rio Arriba County 

Section 28c All; 
Section 29^ All; v 

Section 30; All; 
Section 31- All; 
containing 2560.54 acres, more or less. 

Record interest of Beamon, undivided 1/6 therein, subject to 
overriding royalty interests of 7-1/2%, and 3% as to the 
following described acreage, in addition thereto: 

Section 28: S/2j 
Section 29= N/2J 
Section 30: S/2j 
Section 31- S/2j 

containing 1280.85 acres, more or less. 

12. Santa Fe 

079365 Lessee: Mike Abraham Dated: August 1, 19^8 

T 27 N, R 6 W, N.M.P.M., Rio Arriba County 
Section 13: N/2 SW/4, SW/4 SW/4; ; 

't Section 14: W/2, SE/4, SW/4 NE/4; 

o -

L u Section 15: All 
Section 24; W/2, W/2 SE/4, NE/4 SE/4; 
containing 1720 acres, more or less 

Record interest of Beamon, undivided 1/6 therein, subject to 
overriding royalty Interests of 7g%, and 3% as to the follow
ing described acreage: 
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Section 13.^/2 SW/4, SW/4 SW/4; 
Section 15: S/2: 
Section 14: NW/4; J 

13. Santa Fe 
O79365-A Lessee: Mike Abraham Dated: August 1, 19^8 

T 27 N, R 6 W. N.M.P.M.. Rio Arriba County 

Section 22: NE/4, NE/4 SE/4; 
4 Section 23: All; 

containing 840 acres, more or less 

Record interest of Beamon, undivided L/6 therein, subject to 
overriding royalty interests of 7-1/256, and 3% as to the follow
ing described acreage, in addition thereto: 

Section 22: NE/4, NE/4 SE/4; 
Section 23: N/2; 
containing 520 acres, more or less 

14. Santa Fe 

079366 Lessee: Mike Abraham Dated: August 1, 1948 

T 27 N, R 6 W, N.M.P.M., Rio Arriba County 
Section 19: All; 

v Section 20: All; 
. y Section 21: All; 

M Section 22: W/2 W/2, SE/4 SW/4, S/2 SE/4; 
Section 27: N/2, NE/4 SE/4; 
containing 2558.72 acres, more or less 

Record interest of Beamon, undivided 1/6 therein, subject to 
overriding royalty interests of 7-1/2%, and 3% as to the follow
ing described acreage, in addition thereto: 

Section 19: S/2; 
Section 20; N/2; 
Section 21: S/2; 
Section 22; W/2 SW/4, SE/4 SE/4; 
Section 27s NE/4 SE/4. 

15. Santa Fe 
079367-A Lessee: Mike Abraham Dated: August 1, 1948 

T 27 N, R 6 W, N.M.P.M., Rio Arriba County 

Section 26: All; v 
Section 27: SE/k SE/4, W/2 SE/4, SW/4; 

M containing 920 acres, more or less 

-4-
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Record interest of Beamon, undivided 1/6 therein, subject to 
overriding royalty interests of 7-1/2%, and 3% as to the 
following described acreage, in addition thereto: -

Section 26. N/2; *: 

Section 27: SE/4 SE/4, W/2 SE/4. 

16. Santa Fe 
079367-B Lessee. Mike Abraham Dat d: August 1, l^'d 

T 27 N, R 6 W, N.M.P.M., Rio Arriba County 

d 4
V Section 25: W/2, SE/4, W/2 NE/4; 

M containing 560 acres, more or les s . 

Record interest; of Beamon, undivided 1/6 therein, subject to 
overriding royalties of 10-1/2%. 

17. Santa Fe 

079363 Lessee: Mike Abraham Dated: August 1, 1948 

T 27 N, R 6 W, N.M.P.M., Rio Arriba County 

Section 1: A l l ; 
Section 10: NE/4, W/2 SE/4, SW/4, SE/4 SE/4; 
Section 11. N/2, N/2 SE/4, SE/4 SE/4, SW/4 SW/4; 
Section 12: A l l ; 
Section 13: N/2, NE/4 SE/4; 
containing 2560.42 acres, more or less 

Record interest of Beamon, undivided 1/6 therein, subject to 
overriding royalties of 7-1/2%, and 3%̂  a3 to the following de
scribed acreage, i n addition thereto: 

Section 1: N/2; 
Section 10: SW/4, W/2 SE/4, SE/4 SE/4; 
Section 11. SW/4 SW/4; 
Section 12: N/2; 
Section 13* N/2, NE/4 SE/4; 
containing 1320.42 acres, more or less 

Oil and Gas Leases, State Lands of New Mexico 

Lessee: Levi A. Hughes Dated: May 2, 1945 

T 27 N, R 7 W, N.M.P.M., Rio Arriba County 

Section 36. SW/4; 
containing 160 acre3, more or less. 

Record interest of Beamon, undivided 1/6 therein, subject to 
5% overriding royalty. 

-5-
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19. E-290 Lessee Levi A. Mur.uas Dated- May 2, 1945 

T 27 N, R 7 W, V . M . P . H , , Rio Arriba County 

-A 

^pJ Section 36 NW/4; 

T 27 N» R 6 W, N.M,P.M., Rio Arriba County 

Section 36: NE/4, SE/4; 7 

containing 180 acres, more or less 

Record, interest of Beamon, undivided -.1/6 therein, subject to 
5% overriding royalty. 

20. E-290 Lessee; Levi A. Hughes Dated: May 2, 1945 

T 27 N, R 6 W, N.M.P.M.. Rio Arriba County 

,V Section 32: E/2 NE/4, SW/4 SW/4, SE/4;"" 
i u Section 36:: W/2 NW/4; 

Section 2: Lot 1, W/2 SW/4, SE/4; 
Section 16; NE/4,* 
containing 800.19 acres, more or less. 

Record Interest of Beamon, undivided 1/6 therein, subject to 
5% overriding royalty. 

21. E-290 * Lessee: lev! A. Hughes Dated: May 2, 1945 

T 27 N, R 7 W. N.M.P.M., Rio Arriba County 

„v Section 2 SW A, SW/4 SE/4, Lots 3, 4; 
w'- Section 36. W/2 SE/4; 

containing 358.96 acres, more or less 

Record interest of Beamon, undivided 1/6 therein, subject to 
5% overriding royalty. 

22. E-290 Lessee- Levi A. Hughes Dated; May 2, 1945 

T 27 N, R 6 W, N.M.P.M., Rio Arriba County 

Section 2r N/2 "NW/4, NW/4 NE/4; ' -•-
Section 32- W/2 NW/4; NW/4 SW/4; v . -« x 

Section 36: E/2 SW/4; ; 

T̂ J27 N. R 7 W. N.M.P.M., Rio Arriba County 

Section 2; E/2 NE/4, NE/4 SEA: 
Section 36 V? NE/1* ' 
containing 519.81 acres, mô c or less 

T<^ 
Record interest of Beamon, undivided 1/6 therein. 



23. E-291 Lessees l e v ! A. Hughes Dated: Hay 2, 19^5 

T 26 N, R 7 W, N.M.P.M., Rio Arriba County 

I Section 2: SW/4; 
^ Section 36i E/2j 

containing 480 acres, more or less 

Record interest of Beamon, undivided 1/6 therein, subject to 
5% overriding royalty. 

24. E-291 Lessee: Levi A. Hughes Dated: May 2, 194.5 

T 25 N, R 6 W, N.M.P.M.. Rio Arriba County 

1 Section 2; Lots 1, 2, S/2 NE/4; 
-1/ containing 160.85 acres, more or less 

Record interest of Beamon, undivided 1/6 therein, subject to 
5% overriding royalty. 

25. E-291 Lessee: Levi A. Hughes Dated: May 2, 1945 

T 26 N. R 6 W, N.M.P.M., Rjo Arriba County 

J Section 32: NE/4; 
vi Section 36: W/2 NW/4, S/2; 

containing 560 acres, more or less 

Record interest of Beamon, undivided 1/6 therein, subject to 
5% overriding royalty. 

26. E-291 Lessee: Levi A. Hughes Dated: May 2, 1945 

T 25 N, R 6 W, N.M.P.M.. Rio Arriba County 

\ Section 2: E/2 NW/4; 

T 26 N, R 6 W. N.M.P.M., Rio Arriba County 

Section 32: S/2 SW/4; 
Section 36: E/2 NE/4; 

containing 240.68 acres, more or less. 

Record intpr.oc,f n r Beamon. undivided 1/6 therein. 
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OIL AND GAS LEAST? SftTf! ftOpi^ffiNT 1 

THIS AMENEMENT made and entered into on this 24th day 

of February, 1954, by and between R. E. Beamon, whose address is 

346 Esperson Building, Houston, Texas (hereinafter called "Bea

mon")* and EL PASO NATURAL GAS COMPANY, a Delaware corporation, 

whose address is Bassett Tower, El Paso, Texas (hereinafter cal

led "El Paso"), 

W_I_T_N_E_S_S_E_T_H: 

WHEREAS, Beamon and El Paso made and entered into that 

certain Oil and Gas Lease Sale Agreement dated July 6, 1953, said 

Agreement being recorded in the official records of Rio Arriba 

County, New Mexico, reference to said Agreement and the record 

thereof being here made for a l l purposes; and 

WHEREAS, Beamon and El Paso desire to modify and amend 

said Agre .-.ent so that same will cover and include one ( l ) lease 

and tract of land hereinafter described the same as i f said one 

( l ) lease and tract was originally incorporated in Exhibit MAn 

to said Agreement when executed and delivered; 

NOW, THEREFORE, for and in consideration of the sum of 

TEN DOLLARS ($10.00) and other good and valuable consideration, 

the full receipt and sufficiency of which are hereby acknowledged 

and confessed, Beamon and El Paso have agreed and do agree as fol

lows: 

1. Said Oil and Gas Lease Sale Agreement dated July 

6, 1953 is hereby modified and amended by tbe addition of the 

following one (1) lease and tract of land to Exhibit "A" thereof 
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the same as If said on* (1) lease and tract was originally de

scribed in said Oil and Gas Lease Sale Agreement dated July 6, 

1953, when executed and delivered and subject to tbe terms, 

provisions and conditions thereof: 

Oil and Gas Lease. State of New Mexico 

E-2659 Lessee: Clinton C. Seymour Dated: May 10, 1949 

T-27-N. R-l 0-W. San Juan County 

Section 32: E/2 

containing 320.00 acres, more or less. 

Record interest of Beamon: a l l of the above lease, subject to 
overriding royalties totaling 5% of total production of oil and 
gas. 

2. In all other respects, said Oil and Gas Lease Sale 

Agreement dated July 6, 1953, as amended hereby, is hereby 

ratified and confirmed and declared by both Beamon and El Paso 

to be in full force and effect as of the date hereof. 

IN WITNESS WHEREOF the parties have executed this in

strument on tbe day and year first hereinabove stated. 

/g/ Ri Fi Bff«mr»p 
R. E. Beamon 

ATTEST: EL PASO NATURAL GAS COMPANY 

/a/ A. C. Martch By /s/ H. F. Steen 
Assistant Secretary Vice President 

(Corporate Seal) 

STATE OF TEXAS ) 
) 

COUNTY OF HARRIS ) 

On this 10th day of May ,1954, before 
me appeared R. E. Beamon, a single man, to me known to be the per
son described in and who executed the foregoing instrument, and 
acknowledged to me he executed tbe same as his free act and deed. 

IN WITNESS WHEREOF, I have hereunto set my hand and 
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affixed my official seal the day and year in this certificate 
first above written. * 

My commission expires: /s/ Hester Davenport .y 
Notary Public, County of Harris, 

June 1. 1955 State of Texas 
(Notarial Seal) 

STATE OF TEXAS ) 
) 

COUNTY OF EL PASO ) 

On this 22_ day of March , 1954, before 
me appeared H. F. Steen, to me personally known, who, being by 
me duly sworn, did say that he is the Vice President of EL PASO 
NATURAL GAS COMPANY, and tbat tbe seal affixed to tbe foregoing 
instrument is the corporate seal of said corporation, and that 
said instrument was signed and sealed in behalf of said corpor
ation by authority of its board of directors, and said H. F. 
Steen acknowledged said instrument to be the free act and deed 
of said corporation. 

IN WITNESS WHEREOF, I have hereunto set my hand and 
affixed my official seal the day and year in this certificate 
first above written. 

My commission expires: /s/ Else M. Richardson 
Notary Public, County of El Paso, 

Else M. Richardson State of Texas 
Notary Public, In and for 
EL Paso County, Texas 
My commission expires June 1, 1955 
(Notarial Seal) 



C.3 "H'i£>2 S.'.Lii AGR1 

THIS Ani:3:s:ff, r-do and entered into on tais 1st day of larch, ... 

by and between Ii. w. 3:̂ w.IGTi, :̂oso aiUrass io 3i*6 I ĵparscn P l a i n s , Houston 2, ?exas, 

Cru3TOinafter called !'Donjon11) end Zl> iviSO 'LVTJRAL GAS GG *P.I7i, a ^olaware corporation, 

Hhooe address is Post office Izz 2±£2$ J I ?aao, Texas, (lioroinafter called " n Paso"), 

I T I S S S : . ? Rt 

r.?sffioF-\3, 3oanca and -30 .-ode ana ontcred Into t.uit ccruain Oil and Oas Leasa 

L\r2o Agreesient dated July 6, 2.JJ3 9 recorded in Book 21, ^ e s ^7- '0 of the -teed iocorde 

or ?4o Arriba Co nty, "cv -ordcoj rc 'erence to said acreer.ont record thereof here 

-iado for a l l purposeoj and 

•T:UmriS9 said Dearnon and J I :-cco ncaifiod tnd anoncled -j.a:.a a-jree-eat by £\at 

ôrbodn l̂endneirt of Oil and Has -case -oio /jpretwent dated rcbruary 21;, 19$U, to providi 

that aaid a-pxjeocnt cover and incluJo ono aciditdooal lease and tract of land not 

icocribod aad set orth in said original Oil and Oaa Lease ualc .^eercnt, and 

,>:ER2aS, Dcenon and L l ?aso desire to :cdify and a:̂ end the ; i l and Oas Lease 

-aio ĵ roeraont elated July 6, I?53, aa a .ended cne tine ixrevio^i^ by this Second 

- jondTont of Oil and Gas Lease Uolo A.-̂ oaiont "JO â ond and tnodify the obligations of 

: ' l ?aoo to iĉ zQ such vclunca of rjas or, failing vahe 3ticb volaaoo, to nake payment 

to "canon ;?or deficiencies :n volurxs ta: en -jni t; roTilo a new basis -'or .later 

roccrcry oi* VOIUTCS of ::aa /-aid for but ct taken Ir/ .1 ra3o: 

::Q::, TirT'T'^l", for arxl in consideration of t:-o re iGC3, the mutual -rxoc-rorvts 

heroin contained, and othor rrood and valuable ccsaniJerctlon, tho fa l l receipt ,-.r\d 

.-afficiency of TTiiich are Iicrcby acl̂ ios.'lodr̂ d and c cni cr-ned, I'saraon -nd -1 rtxso avo 

vV̂ rood and do a;reo aa _allows: 
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1. r:hc f irst three linos of araj-raph .i of lection 2 of ..rticlo H I of -tho 

orir^nal aj7"ecriont are hereby deleted and, in lieu thereof, tno foliarln^ in aub-

3tituted: 

•' "'ara'sraph A* -in overriding royalty on Leanon's interest in a l l rjas 

produced and saved fron ;rallG not cceanitted to a unit area located on tho subject 

lands beiAT Bold heroin and a3 to wells comltted to a unit a.-^recrmt. rzi arorriding 

royalty on Doanon's interest in a l l cao produced and saved (except ^as used ca tJ» 

ni t or otherwise used for purposes uhich do not require tho payment of royalty on 

ouch Qas under the provisions of the basic lease involved) f frora or allocated to 

lo-:;ca in uniia in *ruch the aaid loases and subject lands iiave boon or crcafter 

aro cotxjittcd a3 follcwoj" 

2 # Section 2 of .-rticlo V of tho crc.jinal agreesjent is hereby doletod and, 

in lieu thereof, tho follovTin^ ia x?i»oitutexis 

"Section 2 - -1 iiiao ar-jicos aay to nea.-!»an at Houston, Texas, cn ~>r before 

tlx? t^Kmtcr-illth (?Zth) day of each raoath, tne overriding royalties reserved by Beaaon 

in Pararrapbs A ana 0 of Section 2 of Article H: heroin applicable to the rrininca 

quantities of ga3 required to be taken by Kl Paso under the provisions of Section 1 

of -.rticlo 7TI herein d\arin'; the proceding calendar north and the overridinT royalties 

reserved by "Jcanon onacr Airrirraph D of Section 2 of -rticle I I I herein applicable to 

the 3x3 produced and raved fron or allocatod to the rabjoct le sea durine the preceding 

calendar nor.th. 1 -aoo uliail on or before the tessnt^fifta (25th) day of ?ebruary 

T£r.-t follcwin-T tiio c i .3e of oach calendar year s.ibnit to Doamon an accountinn of -aho 

jao î oducod and saved fron or allocated to too subject loases during trio precedln,' 

joiendar year as canparod to the ndniraxa quantities requirod to bo taken d-nrin^ such. . 

î rocedin^ c lcndar year* I f the quantities -cdi for ahall rccceed the qaantitico actuall 



•iakon, tho vxuae cf -Repaid gas 3hall be connoted to be recovered aa enoaifisd in 

naction Kb) of article TH. I f tho r jantitlcs ta on ahaU oxood the quantities aid 

for r '".hen ^:ch e*r:ess saall bo crocitca to recover:/' of any prepaid cas. shen a U 

prepaid cas had been recovered by I-l Paso, -ayncttt for quantities taken in excess of 

ihe quantities paid for shall bo made by t l :>co to "eaTrcn concurrently idth the 

accounting, iha-jld ,1 :\iso fa i l to pay any arroiint iac to Beaaon ao and when the saaa 

ahall bo cano d ;a. than 71 Paso aryooa to pay interest th.ereon at the rate of six 

per cent .'6.;) -ar annua frcn the due date or dates ntdl the date of payment thereof . B 

3. ruction 1 •>£ Article 7H of tho criminal a.̂ reer-ent is hereby deleted *™*M 

Aa lieu thereof, the folloyjn.* is cribatitutei: 
: : octlon 1 -

a. 71 l zsto iv-recs that, as c^cn as reasonably possible, but not exceeding 

;;inoty (>0) day3 after tho dato of aLasinp heroin ;-rcvidei for, i t ;.*ill cogence aad 

continue tzl-Szir: &s "roiucca frora -rails new crrLstir-- or a-aiah nay bo hereaxtrr ..-crdeted 

cn tho trr-.ta of land covered by leases bclns* cold to i t hereunder, and shall ta:*) too 

folia/ins rdninum quantities of jras, subject to tbe ability of the veils to i^ntom said 

cjantitie3 icr the rules and rcralctiona of ypmt'i en tal authorities having *Tis-

iiction thereof« 

ron e-a 7cr-e end ictured CUffs -;ell3i 

IJ net cwrdtted to a :;'dt a'-yeement, an a-iouat eaca day ©ual to twrnt;>-rive 

-or cent .25 > or a-^rr.te epen flair potential of :01 such uells on an eirpty cent 

CO',) load factor3 aver-i'jod annually; 

cotrdttcd to a uiit a/srcaaent* an ano nt each day equal to tho portion of 

.̂o -total i^vdrorerxto to tai:e :;as fron tho anit', ao such torn io iuoeinaftor dofired, 

-Uocatcd to *;;Q I G ^ C S covorod Iv tci3 a^remont. avera;ed .annually. 

înnevor tho production of -as fron arrr *r\ch veils not cccrdttod to a unit 

:.^rc(.rmt is oabrjoct to proration jndea re^IUtions or orders of sovtrrncntal authority 



•laving jurisdiction, ninety per cant (?0/.) of tho ailoiable fop each auch 3haH 

bo substituted for tlie aoount specified ia subparagraph 1 above as 1̂ .'aso'8 require-

nont to taJ© ra3, provided, however, should the allowable assigned to air/ well exceed 

that t.-ell#3 actual producing ability, then n:eh actual ^oducing ability 3hall be 

cubotitutcd for that roll's aliovajle vnen computing -iL -aso's requirenent to take yn» 

'7.io tern ''total requirenent to take jjas froa the -.mit" as used herein »»hai*j bo deternined 

on a unit basis tr/ totaling far a l l uells in trjc unit, whether or not on the acroa^ 

or loaces assigned to "1 Paso by JZe&non* ninety par cont (SX&) of tiieir respective 

ailcwibleo (or \rnca. apiaropriate as provided in tho ae;.t paragraph hereof either twenty-

five por cent (,2p,') of the acjregato open -Usa potential on an eighty per cent (001) 

load factor ur the actual ;.rod-icing ability of tho veil) vith tho aaomt so determined 

hein-j t!icn reduced to 3eanon»3 not unit xnr.dris interest. 

'.'uonever the production of caa frcn any :.T3ll3 ccmittod to a unit ̂ jreormt 

is not subject to proration, t:̂ en the total recuirericnt to take gas frm the unit ahaU 

be computed by obtaining the sun of tiwntv-fivo per cent (2Sf>) of the ajrrcgate open flow 

potentials of a l l such nonprarated unit woll3 on an eirjity per cent (<30£) load factor, 

avera :ed annually, '.henevcr the production of ras froa any wells coordttod to a unit 

a'-roeient ia subject to proration, the total requirement to take cas from the unit 

chall be cc-.nuted by obtaining tho total of ninety per cent (90;*) of the allowables for 

each 'jell, .Provided, however, should the allowable assigned to any trail exceed that 

-•oil'a actual producing auility, t.'ien each actual producing ability shall be substituted 

for ninety por cent ') of that well* 3 allowable ;rhan conputing the total roquirencnt 

to tako Qas froa tho unit. 

:as used in tlie unit, sold as drilling gas or dioposed of in any manner 

except by pipeline purchase chail ot bo considered in the computations .nade under thissu 

pararTaph a« 



b. 1 A'aso ahall -iot be required unier «ny provioiona of t .is /.-preonent 

to tolas or parchaca c-is froa any oell at a vallhe&d trarkins preacure of less than iDO 

psiu* Ia lieu cf taking tho nininun quantities cf pas required by this Section 1, 

11 »aio ray -»y to Treason in each a l l anoints vhich *»ald Iiave been- due to Iteanoa 

hereunder had each quantities been tafaotu Any .713 ;aid for by -1 "aso but not taisa 

during any year by virtuo of tho gird ran t̂ Ve or poy previsions hereof ray be taken 

by 11 âco froa: the subject ianas at any tine t.:rrccfter out of any production in 

cKcass of the ninimra quantities above proviiod f JT during tlie period or periods in 

".T.ich such quantities are be ins âde up. aantitioo taken durins ary year in excess 

of tho Knthly :iinirwa recuirericnt nay be applied u painst :jast deflcinecies but. not 

apainnt deficiencies unicfc nay occur in the future. 

In the detenrination for c-cn *xll u" tho nonthly ninimua quantities to bo 

taken (or paid for -.jhether talaaa or n-t) ;s rrr/idci unier tho provisions of Section 1 

j f --rticlo 7TT, such niningR r xmtitics, to the c:ctcnt production and delivery' of r^a 

fron such veil was rot possible because of force aajeure or other causes herein 

specified, shall bo reduced in the proportion tliat tho nuaber of days that production 

-.ros responded by force najeure or other cauoe3 herein specified bears to the nunber of 

.ays :Jithin such rroitiu "o redaction in allowables for farce najoure or other c;,r̂ je3 

' crein epecified n:.ail bo allowed for any cried of tine in osreess of the tire 

nscensar,' tD have tho inability to produce deliver rerisdied vith reasonable kbopatch* 

. .j to r.ll : rails covered hereon ier "kcro »'l kaso is or nay .hereafter be tbe 

operator, . I ?-so u prers tiiat i t will ase Uilisence of a reasonably Rodent ;.rator 

to rename, eperato and *;jrociaco such 1 jells in a fanner which trill redaco to a nininun 

tho tine d'jrinc u ich nuch trolls are finable to prciuco and deliver the quantities of 

518 all?.;**! by la;;« _ . 



The tera Tarce rsajeurc" 03 erraljyod herein nballnean acto of rod. 

3trik03, lockouts or other industrial disturbances, acta of tlie public cncqy, >;ar3, 

blockadoe, insurrections, riots, opideaLcs, landslides, l i^tnins, cartfcqualcos, fires, 

atoms, floods, tjashoate, arrests and restraint of tho (joverarient, oi*a:er foicral zr 

atatc, civi l or rdldtary, civil distwhancos, explosions, breakage accidents to tie 

lines of pipe used to accanplish deliver/ hereunder, inability of any party hereto to 

obtain necessary naterials, supplies, or peraits. duo to existing or future rulo3, regu

lations, orders, laws or prccla.natian3 of -ovcrn-ncatal authorities both federal and 

atato), including both civi l and ril itary, or inability of any purchaser or purchasers 

of cas froa the subject lan03 to receive ryxs by reason of force najeare affecting auch 

purchaser cr purchasers, and any other cause. tjhether of the • ind herein enumerated or 

otî erwise, not reasonably \iithin tho control of th© party clainin- nucpensipn* I t is 

understood and a reed that the rscttlo-scnt .Jf otri!:cs or lockouts snail ho entirely 

•vTithin who aiocretion of the pax-ty laivin.-j i.e iifficulty, and that the above require— 

rent that any force na jovro shall be rcruKiiod v̂ ith a l l reasonable dispatch shall not 

roc aire the cettlenent of strikes or lockouts by anroeins to tho demands of the 

opposing party iihcn such course is inadvisable in the sole discretion of the party 

having the difficulty 

~n a l l otiicr respects, 3aid original ,11 and Caa Lease Ualo Aproenent as borotc-

fore and hereby modified io ratified, oonfirrned .nd declared to bo in ful l force and 

effect. 

tT \.~?~ :.; Z? s tite parties have oxecctr.u 1 b.s instranent ca tho Jay nr/i --©ar 

first i--creinabov3 stated. 

cm 
"."0 *f 

wOis'tan- ^ecrcUry 
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• -f^ m - * • • * j r p - * v > t • * 

XTURF* : ;. -she -.mierai nc i auiiiority ? a ",ot-rj labile i n and for :>.rri3 nty, 

Toxus, on i ' i s day personally appeared 2".. .. ' X , !:nom to :x; to be tho TcrDcn inose 

.ia-s in subscribed to tho Tos-orpin: ^iriDtr^ncnt, :n.i : chnrc;lcd^od t . r,« trat lie executed 

the asne Tar the p -rposcs a.id e-raideratior, therein c:rpre3sed» 

in tbVs /&XKs ^7 o i by, 1T:>6, before .-0 anpearou 7- -"fa 

to .TO pcrsonai-y 'r.s-r*. vho. brine by rs -inly r7.«tm* -id r-ay timt -.c 13 tha Vice-

resident of .1 i;o . . i i .L Tr-VAIC, ur.d that the aoa! affi:-od to r?aid instrument 

—i ahc oorpc^atc .seal :i* c^id oorpor .̂tion, and that said in3tr^ont was rigaed aad 

jcaiod in bohalf ai ^aii corporation hy authority of its board of I'dkrwtors, and said 

- r.eicncwlcdped 3aid instnment to bo tho free act aad 

ioed cf sa i i corporation* 

' 7 c-~rcjz-:.l~s?« e p/.uvor. :'~3 i» i t * * . *bviary "sblia ir. anc Tor 1 v.<so fo':nty, "eras 

' A K I N * 1','fr 

" J T , : i c . '•• «»« f o r F l p a s o r . o u » l » , T - „ t 

* ' s « » * t s * l i n « » B l r e s June 1 . I 9 S 7 ; 
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THIRD AMENDMENT OF 
OIL AND GAS LEASE SALE AGREEMENT 

THIS AMENDMENT, made and entered into on this day of 

fl(J6t/ST' , 1958, by and between R. E. BEAMON, an individual, 

whose address i s 346 Esperson Building, Houston 2, Texas, (herein

after called "Beamon"), and EL PASO NATURAL GAS COMPANY, a Delaware 

corporation, whose address i s Post Office Box 1492, El Paso, Texas, 

(hereinafter called "El Paso"), 

W I T N E S S E T H : 

WHEREAS, Beamon and El Paso made and entered into that certain 

Oil and Gas Lease Sale Agreement dated July 6, 1953> recorded l n 

Book 21, Pages 57-70, of the Deed Records of Rio Arriba County, New 

Mexico, reference to said Agreement and the record thereof here made 

for a l l purposes; and 

WHEREAS, said Beamon and El Paso modified and amended said 

Agreement by that certain Amendment of Oil and Gas Lease Sale Agree

ment dated February 24, 1954, to provide that said Agreement covered 

and included one additional lease and tract of land not described 

and set f o r t h i n said original Oil and Gas Lease Sale Agreement; 

and 

WHEREAS, said Beamon and El Paso modified and amended said 

Agreement by that certain Second Amendment of Oil and Gas Lease 

Sale Agreement dated March 1, 1955> to provide for the obligations 

of El Paso to take said volumes of gas or, f a i l i n g to take such 

volumes, to make payment to Beamon for deficiencies l n volumes taken 
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and to provide a new basis f o r l a t e r recovery of volumes of gas 
• I . 

paid f o r but not taken by El Paso; and 

WHEREAS, said Beamon and El Paso desire to modify-and amend 

the O i l and Gas Lease Sale Agreement dated July 6, 1953, as amended 

two times previously, by t h i s Third Amendment of O i l and Gas Lease 

Sale Agreement to ( l ) provide f o r the sale by Beamon to E l Paso of 

one gas well producing from the Mesaverde Formation and to subject 

the gas produced from such well to the terms of said Agreement, 

(2) amend and modify the meaning of c e r t a i n terms defined therein, 

(3) delete a l l reference to the r i g h t reserved by El Paso therein 

to explore f o r , produce and remove gas from zone3 and/or formations 

below the Mesaverde Formation on subject lands, and (4) delete a l l 

"take-or-pay" provisions contained therein and substitute i n l i e u 

thereof El Paso's ob l i g a t i o n to connect each commercial gas well 

d r i l l e d and completed on the subject land; 

NOW, THEREFORE, f o r and i n consideration of the premises, the 

mutual agreement herein contained and other good and valuable con

side r a t i o n , the f u l l receipt and su f f i c i e n c y of which are hereby 

acknowledged and confessed, Beamon and El Paso have agreed and do 

agree as follows: 

1. Beamon agrees to s e l l and d e l i v e r , and El Paso agrees to 

take and pay f o r a l l of Beamon's in t e r e s t i n one (1) gas w e l l , de

scribed as the Rincon Unit #84, producing from the Mesaverde Forma

t i o n l y i n g In and under the NE/4 of Section 26, Township 2? North, 

Range 7 West, N.M.P.M., together with the well structure, casing, 

f i t t i n g s , appurtenances and personal property located on the prem

ises aad attached to or used i n connection with such w e l l . Beamon 
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and El Paso agree -that the gas produced from said well ls hereby 

subjected to the terms of the Oil and Gas Lease- Sale Agreement 

dated July 6, 1953* as heretofore amended. i 

El Paso shall pay to Beamon ln cash an amount equal to Eighty-

five Thousand Dollars ($85,000.00) for the well; provided, however, 

i f Beamon does not own a l l of the well, the purchase price shall be 

reduced proportionately. Beamon shall execute such Instruments as 

shall be necessary to transfer Beamon's interest in said well to El 

Paso, and El Paso shall make payment of the cash consideration 

therefor at El Paso, Texas, on August 1, 1958, or at such other 

time and place as may be agreed upon by the parties, i t being un

derstood, however, that notwithstanding such date, El Paso shall 

be responsible for a l l costs and shall own a l l production from 

such well beginning July 1, 1958. 

Beamon will make and prosecute any applications required by 

the Federal Power Commission to permit (l) the termination of Gas 

Purchase Contra.z dated January 22, 1958, between R. E. Beamon and 

El Paso Natural Gas Company, by the terms of which El Paso l s pur

chasing the gas produced from the Rincon Unit No. 84 Well, and (2) 

the sale of such well to El Paso. 

2. Sections 4, 12, 13 and 14 of Article I of the original 

Agreement are hereby deleted, and ln lieu thereof, the following 

is substituted: 

"Section 4. The term 'gas' shall mean natural gas", casinghead 

gas and a l l contents thereof not Included within the definition of 

oil set forth ln Section 14. below. 
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"Section 12.- The term 'gas well' shall mean any well which 

i s or would be classified as a gas well under presently existing 

rules of New Mexico Oil Conservation Commission relating to such 

clas s i f i c a t i o n s . 

"Section 13. The term 'oil well' shall mean any well which 

i s or would be classified as an o i l well under presently existing 

rules of New Mexico Oil Conservation Commission relating to such 

clas s i f i c a t i o n s . 

"Section 14. The term ' o i l ' s h a l l mean crude o i l and l i q u i d 

hydrocarbons having a g r a v i t y of 50 or less degrees A.P.I, which 

e x i s t i n a l i q u i d phase i n a reservoir and which can be recovered 

at the well by use of conventional separators and l n a manner con

si s t e n t with usual and ordinary o i l and gas f i e l d production prac

t i c e s . " 

3. Paragraph A. of Section 2. of Article I I I of the original 

Agreement as heretofore amended by the said Second Amendment of Oil 

and Gas Lease Sale Agreement dated March 1, 1955, I s hereby deleted, 

and, in l i e u thereof, the following i s substituted: 

"Paragraph A . l . An overriding r o y a l t y on Beamon's In t e r e s t 

i n a l l gas produced and saved from gas wells not committed to a 

u n i t area located on the subject lands being sold herein and, as 

to gas wells committed to a un i t agreement, an overriding royalty 

on. Beamon's Interest I n a l l gas produced and saved (except gas 

used on the unit or otherwise used f o r purposes which do not re

quire the payment of royalty on such gas under the provisions of 

r̂ he basic lease involved), from u n i t land and allocated to subject 



(•-.'(-lands i n u n i t s i n which said leases and subject lands have been or 
i 

hereafter are committed as fol l o w s : , _ " 

" ( l ) 5/ Per mcf on a l l gas produced and saved during the pe
r i o d beginning January 4, 1954, and ending May 1, 1957. 

"(2) 6ft per mcf on a l l such gas produced and saved during the 
period beginning May 1, 1957, and ending September 1, 
I960. 

"(3) 7/ per mcf on a l l such gas produced and saved during the 
period beginning September 1, I960, and ending January 1, 
1964. 

"(4) &y per mcf on a l l such gas produced and saved during the 
period beginning January 1, 1964, and ending January 1, 
1965. 

"(5) 9/ per mcf on a l l such gas produced and saved during the 
period beginning January 1, 1965, and ending January 1, 
1968. 

"(6) 10/ per mcf on a l l such gas produced and saved during the 
period beginning January 1, 1968, and ending January 1, 
1969-

"(8) Not less than 10/ per mcf on a l l such gas produced and 
saved a f t e r January 1, 1969. 

"2. An overriding royalty on Beamon's Int e r e s t i n a l l casing

head gas produced and saved from o i l wells not committed to a u n i t 

area on the subject lands being sold herein and, as to o i l wells 

committed to a u n i t agreement, an overriding r o y a l t y on Beamon's 

in t e r e s t i n a l l casinghead gas produced and saved (except casing

head gas used on the unit or otherwise used f o r purposes which do 

not require the payment of royalty on such gas under the provisions 

of the basic lease involved) from or allocated to leases l n units 

i n which the said leases and subject lands have been or'hereafter 

are committed, free and clear of a l l development and operating 

costs but subject to t h e i r share of mineral ad valorem taxea and 

taxes on, and measured by such production, as fol l o w s : 

-5-
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" ( l ) Above the top of the Dakota Formation: 

\ 
' i 

"An overriding royalty i n the amount^of 33-1/3 per cent. 

"(2) Below the top of the Dakota Formation; -i 

"An overriding royalty of 25 per cent. 

"El Paso shall make payment to Beamon for a l l casinghead gas 

produced and saved from the leases being sold herein applicable to 

Beamon's net Interest therein based on the market value at the well

head of such casinghead gas as provided i n El Paso's contracts with 

other producers f o r the purchase of casinghead gas from the same 

formation. Payment f o r a l l such casinghead gas produced from the 

iallup Formation lying i n and under subject lands shall be based 

on the provisions of El Paso's standard contract f o r the purchase 

of casinghead gas produced i n the B i s t i area of New Mexico (a copy 

of which contract Beamon by the execution of this Agreement acknowl

edges receipt). 

"3. The overriding royalties payable under 1 and 2 of this 

Paragraph A shall be determined from volumes of gas computed as 

provided i n Paragraph B. of this Article I I I and shall be i n addi

tion to the overriding royalty on extracted liquids described l n 

Paragraph D. of thi s Article I I I . " 

4. The words "but subject to the provisions of Sections 3 

and" appearing i n lines eight and nine of Paragraph G of Section 2 

of Article I I I of the original Agreement are hereby deleted, and, 

in l i e u thereof, the following i s substituted: 

"but subject to the provisions of Section" 

r — r> -
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5- Section 2 of A r t i c l e V of the o r i g i n a l Agreement as here-

tofore amended by the said Second Amendment of Oil and Gas Lease 

Sale Agreement dated March 1, 1955* i s hereby deleted, ând i n l i e u 

thereof, the following i s substituted: 

"El Paso agrees to pay to Beamon at Houston, Texas, on or be

fore the t w e n t y - f i f t h day of each month, the overriding r o y a l t i e s 

reserved by Beamon herein applicable to gas produced and saved 

from or allocated to the subject land during the preceding calen

dar month. Should El Paso f a i l to pay any such amount due to 

Beamon as and when the same sha l l become due, then El Paso agrees 

to pay i n t e r e s t thereon at the rate of 6 per cent per annum from 

the due date or dates u n t i l the date of payment thereof." 

6. The words "and i n such deeper formations l n which El Paso 

may operate hereunder" appearing I n lines nine and ten of Section 1 

of A r t i c l e VI of the o r i g i n a l Agreement are hereby deleted. 

7- Section 3 of A r t i c l e VI of the o r i g i n a l Agreement i s 

hereby deleted, ,:nd Section 4 of A r t i c l e VI i s renumbered "Section 

3.". 

8. The l a s t sentence of Section 4 of A r t i c l e VI of the o r i g i 

nal Agreement Is hereby deleted. 

9- A r t i c l e V I I of the o r i g i n a l Agreement i s hereby amended 

by deleting the word "MINIMUM" from the t i t l e thereof. 

10. Section 1. of A r t i c l e V I I of the o r i g i n a l Agreement l s 

hereby deleted and, l n l i e u thereof, the fol l o w i n g l s substituted: 

"Section 1. 

"a. El Paso agrees th a t , as soon as reasonably possible, but 
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not exceeding f o r t y - f i v e (45) days a f t e r the date of completion of 

each commercial gas well hereafter d r i l l e d and completed on the sub

j e c t lands covered by leases sold to i t hereunder, I t . w i l l connect 

such well to i t s gas gathering system and commence and continue tak

ing gas produced therefrom on a ratable basis with a l l other wells 

connected to El Paso's pipelines which are producing from the same 

pool as said well on subject lands. The term 'date of completion' 

as used herein s h a l l mean the date on which the d e l i v e r a b i l i t y t e s t 

required by the State of New Mexico as to any gas well l s f i n i s h e d . 

Any period of time during which adverse weather conditions or ina

b i l i t y to acquire right-of-way s h a l l prevent El Paso from working 

upon such connection s h a l l be added to the f o r t y - f i v e (45) days f o r 

making well connections. 

"b. F a i l i n g to connect any commercial gas well on subject 

lands w i t h i n the time required by Section 1. a. of t h i s A r t i c l e , 

El Paso s h a l l pay to Beamon the sum of Two Hundred and F i f t y Dol

l a r s ($250.00) ; b r each month or f r a c t i o n thereof i n excess of 

f o r t y - f i v e (45) days during which such well i s not connected as 

li q u i d a t e d damages r e s u l t i n g to Beamon by reason of such f a i l u r e ; 

provided, that i n any instance where Beamon does not own a l l of a 

p a r t i c u l a r w e l l , the payment s h a l l be reduced proportionately." 

11. The second sentence of Section 1 of A r t i c l e XIV of the 

o r i g i n a l Agreement i s hereby deleted. 

In a l l other respects, said o r i g i n a l O i l and Gas Lease Sale 

Agreement as heretofore and hereby modified i s r a t i f i e d , confirmed 

and declared to be i n f u l l force and e f f e c t . 
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IN WITNESS WHEREOF, the parties have executed this Instrument 

on the day and year first hereinabove^ stated to become effective 

June 30, 1958. i 

R. E. BEAMON , 
WITNESS: 

By 
/ 

ATTEST; EL PASO NATURAL GAS COMPANY 

i //!/)* to. L 
Assis tant Secretary 

THE STATE OF /TEXAS \ 
COUNTY OF ̂ JfjAAL* \ 

By: 
Vibe President '0 

The foregoingjfj. The fo^regoir^fj-nstrument was acknowledged before me thi s 
1958, by R. E. BEAMON. 

WITNESs/my hand and o f f i c i a l seal 

My Comjftisslon Expires ; 

1 
Notary Public l n arid f o r ./^^X^^? 

County, Texas 

THE STATE OF TEXAS 
COUNTY OF EL PASO 

•'1/ 

The foregoing instrument was acknowledged before me this 
day of L^^^^^T 1958, by *. rm umi 
Vice Preside^ of EL PASO NATURAL GAS COMPANY, a Delaware corpora
t i o n , on behalf of said Corporation. 

WITNESS my hand and o f f i c i a l seal 

My Commission Expires: 
M. B. IW 

fnjl3T7 Tunnc In and I'n^ C "Tas'W C bun IT , ' ' ; 1 • * 

Mr Cou.iui-.bJon t 'U ' fKfc Jyoo 1, 1969 

Notary Public^ ir^and f o r El Paso 
County, Texas 

_Q_ 
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March 9, 1959 

Amendment #7 to 
Amendment #4 to 
Amendment #1 to 
Amendment #1 to 

GLA 76 
GLA 77t 
GLA 348 
GLA 350 

Texas National Petroleum Company 
902 South Coast Building 
Houston 2, Texas 

Ur. R, E. Beamon 
1303 Esperson Building 
Houston 2, Texas 

Gentlemen: 

This letter, when accepted by you in the space provided 
below, w i l l constitute an amendment to our Oil and Gas Lease Sale 
Agreements dated July 6, 1953, as previously amended, which agree
ments are recorded respectively in Book 16, Page 489, and Book 21, 
Pages 57-70 of the Deed Records of Rio Arriba County, New Mexico, 
reference to said agreements, as amended, and the record thereof 
i s here made for a l l purposes. 

This letter w i l l also constitute an amendment to our Oil 
and Gas Lease Sale Agreements dated July 29, 1958 and August 5, 
1958, respectively, which agreements are recorded respectively in 
Book , Page , and Book , Page ', of the Deed Records 
of Rio Arriba County, New Mexico, reference to said agreements and 
the record thereof i s here made for a l l purposes. 

You agree that the Pictured C l i f f s and Mesaverde develop
ment obligations imposed upon E l Paso Natural Gas Company under the 
aforesaid Oil and Gas Lease Sale Agreements dated July 6, 1953, as 
amended, are extended from July 4, 1961 and August 8, 1961 until De
cember 31, 1962. You grant this extension of time in consideration 
for our agreeing to d r i l l on the lands subject to said agreements, 
eight (8) wells during the calendar year 1959 to test the Dakota For 
mation (which wells may be dually completed in shallower producing 
sands). 
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Texas National Petroleum Company 
Mr. tt. K. Beamon % -2- March 9, 1^59 

'V 

We agree that the development obligations imposed^upon us 
under the aforesaid Oil and Gas Lease Sale Agreements dated July 29, 
1958 and August 5, 1958, respectively, are shortened by one year, or 
until July 1, 1960. 

I t i s understood that in a l l other respects, the above de
scribed Oil and Gas Lease Sale Agreements as heretofore amended, and 
as herein modified, w i l l remain unchanged and in fu l l force and effect. 

Very truly yours, 

EL PASO NATURAL GAS COMPANY 

ACCEPTED AND APPROVED THIS 
EL PASO NATURAL GAS PRODUCTS COMPANY 

DAY OF " tcf , 1959. 

TEXAS NATIONAL PETROLEUM COMPANY / _p ^ / 

By :A f f ( f/(/!/•:- A 
Vice President . / 

ACCEPTED AND APPROVED THIS 2-0 

DAY OF WAJCA* , 1959. 

R. E. BEAMON 



F I F T H AMENDMENT O F 

- OIL ANDTAS LEASE SALE AGREEMENT ̂ V 

'fc 

THIS AMENDMENT, made and entered"into on this 8th 

day of September , 1959, by and between R. E;- BEAMON, an 

individual, whose address i s 1303 Esperson Building, Houston 2, 

Texas, (hereinafter called "Beamon"), and EL PASO NATURAL GAS 

COMPANY, a Delaware corporation, whose address l s Post Office 

Box 1492, El Paso, Texas, (hereinafter called "El Paso"); 

W I T N E S S E T H : 

WHEREAS, Beamon and El Paso made and entered Into 

that certain Oil and Gas Lease Sale Agreement dated July 6, 

1953* recorded i n Book 21, Pages 57-70, of the Deed Records 

of Rio Arriba County, New Mexico, reference to said Agreement 

and the record thereof here made for a l l purposes; and 

WHEREAS, said Beamon and El Paso modified and amended 

said Agreement by that certain Amendment of Oil and Gas Lease 

Sale Agreement dated February 24, 1954, to provide that said 

Agreement'covered and included one additional lease and tract 

of land not described and set for t h i n said original Oil and 

Gas Lease Sale Agreement; and 

WHEREAS, said Beamon and El Paso modified and amended 

said Agreement by that certain Second Amendment of Oil and Gas 

Lease Sale Agreement dated March 1, 1955, to provide for the 

obligations of El Paso to take said volumes of gas or, f a l l i n g 

to take such volumes, to make payment tc Beamon for deficien

cies i n volumes taken and to provide a new basis for la t e r 

recovery of volumes of gas paid for but not taken by El Paso; and 
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WHEREAS, said Beamon and El Paso modified and amended 

said Agreement by that certain Third Amendment of Oil and Gas 

Lease Sale Agreement dated August 5* 1958, to (1) provide for 

the sale by Beamon to El Paso of one gas well producing from 

the Mesaverde Formation and to subject the gas produced from 

such well to the terms of.said Agreement, (2) amend and modify 

the meaning of certain terms defined therein, (3) delete a l l 

reference to the right reserved by El Paso in said Agreement to 

explore for, produce and remove gas from zones and/or forma

tions below the Mesaverde Formation on lands covered by said 

Agreement, and (4) delete a l l "take-or-pay" provisions con

tained in said Agreement and substitute, ln lieu thereof, El 

Paso's obligation to connect each commercial gas well drilled 

and completed on lands covered by said Agreement; and 

WHEREAS, said Beamon and El Paso modified and amended 

said Agreement by that certain Fourth Amendment of Oil and Gas 

Lease Sale Agreement dated March 9, 1959* to provide for the 

extension cf the time within which El Paso l s obligated to dis

charge certain development obligations as described therein; and 

WHEREAS, Beamon and El Paso desire to amend and 

modify the Oil and Gas Lease Sale Agreement dated July 6, 1953, 

as amended four times previously, by thi s F i f t h Amendment of 

Oil and Gas Lease Sale Agreement to (1) redefine the term 

"date of completion," as the same appears in Section 1. a. of 

Article V I I of said Agreement, (2) provide for the "workover" 
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of any well covered\by said Agreement, (3) redefine the term 

"date of completion" as the same applies"to a well drilled and 

completed as a dual well under said Agreement, £4) provide 

for the treatment of a well drilled and completed as a dual 

well under said Agreement with respect tothe penalty to be 

paid by E l Paso for each commercial gas well drilled and 

completed on lands covered by said Agreement; 

NOW, THEREFORE, for and in consideration of the 

premises, the mutual agreements herein contained and other good 

and valuable consideration, the f u l l receipt and sufficiency 

of which are hereby acknowledged and confessed, Beamon and E l 

Paso have agreed and do agree as follows: 

1. Section 1. a. of Article VII of the original 

Agreement, a3 heretofore amended and/or modified, Is hereby 

amended and modified, as follows: 

a. The word "deliverability" is deleted from 

the second sentence of the f i r s t paragraph thereof and there is 

substituted, in lieu thereof, the words " i n i t i a l potential." 

b. The following paragraphs are added after the 

fi r s t paragraph thereof: 

" I t is agreed by Beamon and E l Paso that E l Paso 

has the right to workover any well or wells covered by 

this Agreement which in El Paso's sole Judgment may 

require such treatment. El Paso shall not be obligated 

to take gas from any such well or wells during the 
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period of time^workover operations are being conducted. 

The term "date of completion,"'when applied to 

a well drilled and completed as a dual well under the 

terms of this Agreement, shall mean the date on which 

the i n i t i a l potential test required by the State of 

New Mexico as to any gas wel1 is finished as to the 

zone or horizon in which the well was last completed." 

2. Section 1. b. of Article VII of the original 

Agreement, as heretofore amended and/or modified, is hereby 

amended by deleting the period appearing at the end of the first 

paragraph thereof and adding to the paragraph the following: 

' "; and, provided further, that for purposes of this 

Section 1. b„ any well drilled and completed as a 

dual well under the terms of this Agreement shall be 

considered as two wells." 

In a l l other respects, said original Oil and Gas 

Lease Sale Agreement as heretofore and hereby amended and modi

fied is ratified, confirmed and declared to be ln f u l l force 

and effect. 

IN WITNESS WHEREOF, the parties have executed this 

instrument on the day and year fi r s t hereinabove stated to 

become effective ^/^?2^i^>g^v / > 1959. 

. Tr R. E. BEAMON 
WITNESS: 

^ j&h. r '• <J^^i^ By: #A&Cun*A*~ 
/ 
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ATTETBT: 
EL PAS0/NATURALJ3AS COMPANY 

By: 

ATTORflEV-rtl-FACX-
Assistant secretary 

THE STATE OP TEXAS 

COUNTY OF 

The foregoing instrument was acknowledged before me 
this ftVrt day of , £ P T S >46e r. , 1959* by R. E . 
BEAMOlTT-^ 

WITNESS my hand and official seal. 

Notary'Public in and fdr 
/? fit > / County 

Texas 
My Commission Expires: 

THE STATE OF TEXAS 

COUNTY OF EL PASO 

The foregoing instrument was acknowledged before me 
t h i s <ĝ  day of C & f c J ^ - _ * 1959, by 

H. ),,,•>»£..,, m y c t , Vice President of EL PASO 
NATURAL GAS COMPANY, a Delaware corporation, on behalf of said 
Corporation. 

WITNESS my hand and official seal. 

Notary Public^ln 

My Commission Expires: 
fcl. H U \ > 

Nota ry P'iDMp H I . " i * I " 1 f> ' 

Notary Publicum and for 
El Paso County, Texas 
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AMENDMENT TO OIL AND GAS LEASE SALE AGREEMENTS 
Dated July 6, '1953 

Amendment No. 9L to GLA-76 ^ 
Amendment No. 6 to GLA-77 

THIS AGREEMENT, by and between EL PASO NATURAL GAS COMPANY, 

a Delaware corporation, whose address l s Post Office Box- 1492, El Paso, 

Texas, thereinafter referred to as "El Paso"); and TEXAS NATIONAL 

PETROLEUM COMPANY, a Delaware corporation, whose address i s 902 South 

Coast Building, Houston 2, Texas, (hereinafter referred to as "Texas 

National"); and ROBERT BEAMON, Independent Executor of the W i l l and 

Estate of R. E. Beamon, deceased, successor to the inte r e s t s of R. E. 

Beamon, whose address i s 1303 Esperson Building, Houston 2, Texas, 

(hereinafter referred to as "Executor of the Estate of R. E. Beamon, 

deceased"); A, V. JONES, whose address i s Post Office Box 787, Albany, 

Texas (hereinafter referred to as "Jones"); W, C McMAHAN, whose 

address i s Post Office Box 631, Houston 1, Texas (hereinafter referred 

to as "McMahan";. and HOMER R. STASNEY, whose address l s Post Office 

Box 307, Albany, Texas, (hereinafter referred to as "Stasney"); 

W I T N E S S E T H : 

WHEREAS, Johnston Oil and Oas Comp and El Paso made and 

entered Into that certain O il and Ua.; Lease Sale Agreement dated 

July 6, 1953, recorded In Book 16, pa^e k&'j, ui' the Deed Records of 

Rio Arriba County, New Mi-x loo, i-fj\-rt-iu:e to .:ala /-.̂ rc-emi-nii, and the 

record thereof here made fui a i l pui pu:;e.;; air.; 

WHEREAS, said Johnston 01J and wa.: ''ompan.y and El lJa:;o 

modified and amended sa Id Afn -t-rm 111. <,n Janua ry -i, I \>', lo provide 



that said Agreement covered and included three additional leases and 
V. 

tracts of land not described and set forth in said original Oil and 

Gas Lease Sale Agreement; and i 

WHEREAS, said Johnston O i l and Gas Company and El Paso 

modified and amended said Agreement on February 2k, 1954, to provide 

that said Agreement covered and included one ad d i t i o n a l -lease and 

t r a c t of land not described and set f o r t h i n said o r i g i n a l O i l and 

Gas Lease Sale Agreement; and 

WHEREAS, said Johnston O i l and Gas Company and El Paso 

modified and amended said Agreement on May 1, 1954, to provide that 

said Agreement covered and Included one additi o n a l lease and t r a c t 

of land not described and set f o r t h l n said o r i g i n a l O i l and Gas Lease 

Sale Agreement; and 

WHEREAS, Texas National i s tiie surviving corporation of a 

merger between Johnston Oil and Das Company and Texam O i l and Gas 

Company, and Texas National has succeeded to a l l r i g h t s , p r i v i l e g e s 

and obligations .'jrmerly held or- imposed upon Johnston O i l and Gas 

Company; and 

WHEREAS, Texas National and El Paso modified and amended 

said Agreement on May 1, 19^5, to provide f o r the obligations of El 

Paso to take said volumes of gas or, f a l l i n g to take such volumes, to 

make payment to Texas National f o r deficiencies i n volumes taken and 

to provide a new basis for l a t e r v>-f >v--r,y of volumes of gas paid for 

but not taken by El Pa::..; and 

WHEREAS, Te/.a.-. Nat l.,ual am] '\1 l'aso mod t I'.l < d and amended 

said Agreement on Nov< rnl)' r ' ) , l (r,t>, i.o prcvlir \\\;\\, said Agreement 

ILLEGIBLE 



covered and included one a d d i t i o n a l lease and t r a c t of land not 

described and set f o r t h i n said o r i g i n a l O i l and Gas Lease Sale Agree

ment; and i 

WHEREAS, Texas National and El Paso modified- and amended 

said Agreement on July 29, 1958, to ( l ) provide f o r the sale by Texas 

National to El Paso of one gas well producing from the Mesaverde For

mation and to subject the gas produced from such well to the terms of 

said Agreement, (2) amend and modify the meaning of cer t a i n terms 

defined therein, (3) delete a l l reference to the r i g h t reserved by El 

Paso i n said Agreement to explore f o r , produce and remove gas from 

zones and/or formations below the Mesaverde Formation on lands covered 

by said Agreement, and (^l) delete a l l "take-or-pay" provisions con

tained i n said Agreement and su b s t i t u t e , i n l i e u thereof, El Paso's 

o b l i g a t i o n to connect each cominei e l a l gas well d r i l l e d and completed 

on lands covered by said Agreement. ; and 

WHEREAS, Texas National and El Paso modified and amended 

said Agreement on March 9, 19^9, to provide for- the extension of the 

time w i t h i n which El Paso ls obligated to discharge certain develop

ment obligations as d e s c r l l d therein; and 

WHEREAS, Texas National and i i i Paso modified and amended 

said Agreement on September l b , 19':9. to (1) redefine the term "date 

of completion" as the same appeal ;s In .,<_•<:!, Km l.a. of A r t i c l e V I I of 

said Agreement, (2) provide for Uie " wu r l<< > ve i " of any well covered 

by said Agreement, ( -J) r.d<-fine tin i i r in "daw- oi" t ornpf e t i on" a:: tr.e 

same a p p l i e s t o a w e l l d r i l l e d and ••nup 1. I .. a as a dual w e l l under 

s a i d Agreement, and ( 4 ) p i o v l d e l'>u i n- i i ea t m< ni ol' a w e l l d r i l l e d 

IJJJGJBLE 
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and completed as a dual well under said Agreement with respect to the 

penalty to be paid by El Paso for failure to connect each commercial 

gas well d r i l l e d and completed on lands covered by said Agreement; and 

WHEREAS, R. E. Beamon and E l Paso made and entered into that 

certain Oil and Gas Lease Sale Agreement dated July 6, 1953, recorded 

ln Book 21, pages 57-70, of the Deed Records of Rio Arriba County, New 

Mexico, reference to said Agreement and the record thereof here made 

for a l l purposes; and 

WHEREAS, said Beamon and El Paso modified and amended said 

Agreement on February 24, 1934, to provide that said Agreement covered 

and included one ad d i t i o n a l leaae and t r a c t of land not described and 

set f o r t h i n said o r i g i n a l O i l and Gaa Lease Sale Agreement; and 

WHEREAS, said D< umon arid El Paso modified and amended said 

Agreement on March 1, 195r">, to provide Cor the obligations of El Paso 

to take said volumes of gas or, fa 1 l i n g to take such volumes, to make 

payment to Beamon for- deficiencies In volumes taken and to provide a 

new basis f o r l a t e r recovery of volumes of gas paid f o r but not taken 

by El Paso; and 

WHEREAS, said Beamon and El Paso modified and amended said 

Agreement on August 5, 19'iO, to (1) piovlde fui tlie sale by Beamon to 

El Paso of one gas we'll pi odu-. 11ig f i om the Mesav< rde Formation and to 

subject the gas produced f i om such u> • 1 1 t •. Uu terms ol' sa Id Agreement, 

(l') amend and modify the im-anlne, id' - - i ^ . i l n i< j ms defined therein, ('•;) 

d e l e t e a l l rel'ej-enee- l u l i : . i I n , ! i < u rv> d i y h i Pa So I n s a i d t \ f j -< -e-

iiio-nl to o-xplwre f o r , pr.-dii.e ana i eni.»v i .e.. I'I om r.orte.j and/or i'oima-

t Iuu.; below the MesaVerde l>\ -i ina I I oi i -. .n I ana;. «•»,•.•« r> -d by su Id Agreement, 
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and (4) delete a l l "take-or-pay" provisions contained i n said Agree-

ment and s u b s t i t u t e , i n l i e u thereof, El Paso 1s.obligation to connect 

each commercial gas well d r i l l e d and completed on lands, covered by 

said Agreement; and 

WHEREAS, said Beamon and El Paso modified and amended said 

Agreement on March 9, 1959, to 'provide f o r the extension of the time 

w i t h i n which El Paso i s obligated to discharge c e r t a i n development 

obligations as described t h e r e i n ; and 

WHEREAS, Beamon and El Paso modified and amended said Agree

ment on September 8, 1959, to (1) redefine the term "date of comple

t i o n , " as the same appears i n Section l . a . of A r t i c l e V I I of said 

Agreement, (2) provide f o r the "workover" of any well covered by said 

Agreement, (3) redefine the term "date of completion" as the same 

applies to a well d r i l l e d and completed as a dual well under said 

Agreement, (4) provide f o r the treatment of a well d r i l l e d and com

pleted as a dual well under said Agreement with respect to the penalty 

to be paid by El Paso for each commercial gas well d r i l l e d and com

pleted on lands covered by said Agreement; and 

WHEREAS, R. E. Beamon died A p r i l 24 , 1961, and Robert 

Beamon i s the duly appointed and q u a l i f i e d Independent Executor of 

the W i l l and Estate of R. E. Beamcn, deceased, and has succeeded to 

a l l r i g h t s of R. E. Beamon, deceased, i n said contracts, and has f u l l 

a u t h o r i t y to enter i n t o t h i s Agreement; 

NOW, THEREFORE, i n consideration of the mutual covenants 

and agreements hereinafter s t i p u l a t e d and covenanted to be kept and 

performed by the parties hereto and i n fur ther consideration of the 
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sum of F i f t y Thousand Dollars ($50,000.00) to Texas National, Seven 

Thousand Seven Hundred Ninety-three Dollars ($7,793.00) to the Exe

cutor of the Estate of R. E. Beamon, deceased; One Thousand Six 

Hundred Ninety-five Dollars ($1,695.00) j o i n t l y to Jones, McMahan 

and Stasney, cash i n hand paid by El Paso, the receipt whereof I s 

hereby confessed and acknowledged, Section 2 of A r t i c l e VI of the 

agreements hereinafter referred to as O i l and Gas Lease Sale Agree

ments, i s hereby modified and am.vnded to read as follows*. 

2. Subsequent to the closing and assignment to 
El Paso of said leases the p a r t i e s , by mutual agreement, 
divided the subject lands i n t o d r i l l i n g u n i ts containing 
approximately 320 acres f o r Mesaverde wells and 160 acres 
f o r Pictured C l i f f s wells. A po r t i o n of the subject lands 
has been committed to the Rincon Unit Agreement, which i s 
a conventional type Federal u n i t providing f o r determina
t i o n of p a r t i c i p a t i n g areas by geological inference and 
s u b s t a n t i a l l y a l l the remaining lands have been committed 
to the San Juan 28-6 Unit Agreement, which i s a " d r i l l i n g 
block" type u n i t agreement providing f o r inclus i o n of 
d r i l l i n g blocks containing approximately 320 producing 
acres w i t h i n the p a r t i c i p a t i n g area f o r the producing 
formation. Any subject lands that are undeveloped as of 
June 1, 196l, (by d r i l l i n g a well to the Mesaverde Forma
t i o n on a 320-acre d r i l l i n g u n i t and by d r i l l i n g a well 
to the Pic~- -ed C l i f f s Formation on a 160-acre d r i l l i n g 
u n i t ) shall"ce developed or reassigned as follows: 

a) El Paso agrees tc d r i l l to the Pictured C l i f f s 
Formation twelve (12) wells on subject acreage or on 
acreage pooled with subject acreage p r i o r to December 31, 
1962. 

b) As to any undeveloped Mesaverde d r i l l i n g u n i t 
l y i n g w i t h i n the Rincon Unit admitted to the Rincon Unit 
Mesaverde Par-tlcipating Arta on or before December 31, 
I962, the d r i l l i n g u n i t s h a l l be considered as developed 
acreage i n the same manner- as i f a Mesaverde well had 
been d r i l l e d thereon, and as to any undeveloped Mesaverde 
d r i l l i n g u n i t l y i n g outsid- the Rincon Unit, El PaSo sha l l 
d r i l l a well to the Mesaverde Formation on each such Mesa
verde d r i l l i n g unit p.-lor to Dec-, niter 31, 1962, or s h a l l 
reassign as their" I nterests may appear, upon request, of 
Texas National and/or the Executor of the Estate of R. E. 



-7-

Beamon, deceased, a l l El Paso's gas operating r i g h t s i n 
and to such d r i l l i n g u n i t , r e t a i n i n g any commercial gas 
well completed thereon i n a shallower or deeper formation 
and the gas operating r i g h t s i n the producing formation; 
and 4 

c) Any undeveloped Pictured C l i f f s d r i l l i n g u n i t 
which i s included i n the San Juan 28-6, San Juan 28-7, 
Huerfano, Canyon Largo or Rincon Unit Pictured C l i f f s 
P a r t i c i p a t i n g Areas on or before December 31, 1962, sh a l l 
be considered as developed acreage i n the same manner as 
l f a Pictured C l i f f s well had been d r i l l e d thereon, pro
vided that a d i r e c t commercial o f f s e t Pictured C l i f f s gas 
well d r i l l e d a f t e r June 1, 1961, upon the perimeter acreage 
as hereinafter described s h a l l require El Paso to d r i l l 
or reassign as hereinafter s p e c i f i f i e d . 

El Paso agrees to protect against o f f s e t d r i l l i n g on 
perimeter acreage, which immediately adjoins portions of the 
subject acreage and which l s described as follows, to w i t : 

Township 27 North, Range 5 West, N.M.P.M. 
Section 6: W/2 
Section 7: W/2 
Section 18: W/2 
Section 19: W/2 
Section 30: W/2 
Section 31: W/2 

Township 27 North, Range 6 West, N.M.P.M. 
Section 33: N/2 
Section 34: N/2 
Section 35: N/2 

As Of June 1, 196l, the perimeter acreage (with the excep
t i o n of the N/2 of Section 33, Township 27 North, Range 6 
West which has not been developed l n tne Pictured C l i f f s 
Formation) has been developed l n the Pictured C l i f f s For
mation by completion of one (1) well l n each 320-acre 
d r i l l i n g block. In the event that operators of such p e r i 
meter s h a l l complete a second commercial gas well i n the 
Pictured C l i f f s Formation on any 320-acre d r i l l i n g block of 
perimeter acreage then El Paso s h a l l commence w i t h i n ninety 
(90) days a f t e r f i r s t production therefiom and d r i l l to the 
Pictured C l i f f s Formation on tne 160-acre Pictured C l i f f s 
d r i l l i n g unit d i r e c t l y o f f s e t t i n g the newly completed w e l l . 

In the event that development hereafter l n the area of or 
adjacent to any undeveloped Mesav. ra*. or Pictured C l i f f s 
d r i l l i n g unit shall evidence that such d r i l l i n g u n i t shall 
not be productive of gas i n commercial qu a n t i t i e s l n the 
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formation applicable t;o such d r i l l i n g u n i t as above 
specified and f o r such reason El'Paso s h a l l not desire 
to d r i l l such wel l thereon, then El Paso s h a l l -promptly 
o f f e r to reassign any such d r i l l i n g u n i t to Texas National 
and/or the Executor of the Estate of R. E. Beamon," deceased, 
as t h e i r i n t e r e s t s may appear, and thereupon s h a l l be 
relieved of i t s o b l i g a t i o n to d r i l l a test w e l l to the 
applicable formation, i t being understood that i f Texas 
National and/or the Executor of the Estate of R. E. Beamon, 
deceased, as t h e i r i n t e r e s t s may appear, does not desire 
to have, said d r i l l i n g u n i t reassigned to i t , such acreage 
may be released upon mutual consent of El Paso and Texas 
National and/or the Executor of the Estate of R. E. Beamon, 
deceased, as t h e i r Interests may appear; provided that El 
Paso may r e t a i n any commercial gas well completed thereon 
i n a shallower or deeper formation, together with i t s 
r i g h t s i n such d r i l l i n g u n i t i n such shallower or deeper 
formation. This provision s h a l l not rel i e v e El Paso of 
i t s o b l i g a t i o n to d r i l l twelve (12) Pictured C l i f f s wells 
p r i o r to December 31, 1962. I n the event the operation 
of any wel l heretofore or hereafter d r i l l e d s h a l l become 
unpro f i t a b l e , then El Paso s h a l l have the option upon 
s i x t y (60) days notice to reassign to Texas National and/or 
the Executor of the Estate of R. E. Beamon, deceased, as t h e i r 
i n t e r e s t s may appear, such well and gas operating r i g h t s 
i n the u n i t upon which such gas well i s situated, and I n 
such event Texas National and/or the Executor of the Estate 
of R. E. Beamon, deceased, as t h e i r i n t e r e s t s may appear, 
s h a l l s e l l and El Paso s h a l l buy gas produced therefrom 
at the price paid by El Paso f o r gas produced from the 
same formation l n the San Juan Basin. 

IT IS UNDERSTOOD AND AGREED that t h i s Amendment and Modifi

cation s h a l l i n no way a f f e c t and change any previously executed 

amendment and s h a l l be e f f e c t i v e as of the date of the execution of 

t h i s Amendment and s h a l l , I n a l l ways, be i n s u b s t i t u t i o n f o r Section 

2 of A r t i c l e VI of the Agreements hereinbefore mentioned. 

IN WITNESS WHEREOF, the undersigned have hereunto set t h e i r 

hands and seals this 5 >. / day of July, I 9 6 I . 
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ATT2ST: 

c 
Assistant Secretary 

TEXAS NATIONAL PETROLEUM CO".?ANY 

By -A ( L(G{<//>> .,/ • • 
Vice President ' / 

/^^L>^ JT /Q/t-yo*** 
Robert Beamon, Independent 
Executor of the Estate of 
R. E. Beamon, Deceased. 

W. C. McMahan 

Homer R. Stasney 

STATE OF TEXAS 

COUNTY OF EL PASO 

The foregoing instrument was acknowledged before me thi s 
3 day of July, 196l, by B. HOWEU Attorney i n Fact for El Paso 

Natural Gas Company, a Delaware corporation, on behalf of said 
corporation. 

My Commission expires: 
M. B. ITEY 

Hnlifv Pnhlle In mil for El P«»o County. Toxn 
Ry Commission Exolros J U M 1, 1963 

Notary; Pu^Zlc 

STATE OF TEXAS 

COUNTY OF HARRIS 

The foregoing Instrument was acknowledged before me thi s 
il<-tl day of July, 1961, by L C. OLDHAM, JR. , y,cc President 
of Texas National Petroleum Company, a Delaware corporation, on 
behalf of said corporation. 

jr * // 
JNotaryi Public/ 

My Commission expires: *~ 

C / C. 
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S?.".?£ OF 

:CUNTY OF 

The foregoing instrument was acknowledged before me t h i " 
day of July, 1961, by Robert Beamon, Independent Executor cf 

:ne Estate of R. E. Beamon, Deceased. 

; • - - < • • f.\. '• 

Notary Public 
My Commission expires: 

0 - - . -
-W - / / V or. i". 

STATE OF 

COUNTY OF sMacttfcep \ 

The foregoing Instrument was acknowledged before me t h i s 
z x , ^ day of July, 1961, by A. V. Jones. 

Notary Public 
My Commission expires: 

STATE OF 

COUNTY OF /XL*-^ 

The foregoing instrument was acknowledged before me t h i s 
/4*J^> day of July, 1961, by W. C. McMahan. 

Notary Public 
My Commission expires: 

STATE OF m ^ 
5 

OUNTY OF ^4~&u£**rA ILLEGIBLE 
The fo rego Ing Ins t rument wa;; acknowledged before me t h i . 

z z ^ d'ty o f J u l y , l « )6 l , hy Homer H. St.-.ir.no.y. 

# i'jo t;. v}! ;•'>.'. u L L ; 
I iy -ortitui '.s l i m i.-xp Lt'i-;-.: 



OIL AND GAS LEASE SALE AGREEMENT 

dated 

£, /9J-<f 
T between 

EL PASO NATURAL GAS COMPANY 

and 

EL PASO NATURAL GAS PRODUCTS COMPANY 

and 

TEXAS NATIONAL PETROLEUM CO., ET AL 



c. 

G.L.A. 
O.L.A. 

M8 
12 OIL AND GAS LEASE SALE AGREEMENT 

THIS AGREEMENT ls made and entered into this 2y tn day of 

, 1958, by and between TEXAS NATIONAL PETROLEUM CO •» 

a Delaware corporation, whose mailing address i s 902 South Coast 

Life Building, Houston 2, Texas, W. C. McMAHAN and wife, BERYL B. 

McMAHAN, whose mailing address i s 1923 Dank uf Um 3uulhwtfal Bulld-

i«g, Houston Texas, A. V. JONES and wife, NELLIE JONES, whose 

mailing address i s Albany,"Texas, and-HOMER R. STASNEY and wife, 

ESKA GAGE STASNEY, whose mailing address i s Albany, Texas, (herein

after collectively referred to as "Texas"), EL PASO NATURAL GAS 

COMPANY, a Delaware corporation, whose mailing address i s Post Of

fice Box 1492, El Paso, Texas, (hereinafter referred to as "El 

Paso"), and EL PASO NATURAL GAS PRODUCTS COMPANY, a Texas corpora

t i o n , whose mailing address l s Post Office Box I l 6 l , El Paso, 

Texas, (hereinafter referred to as "Products Company"), 

July 6, 1953, between Johnston Oil and Gas Company and El Paso Na

tur a l Gas Company, as heretofore amended by six Amendments of Oil 

and Gas Lease Sale Agreement dated January 4, 1954, February 24, 

1958, respectively, (hereinafter referred to as "Original Agreement"), 

and Oil and Gas Lease Sale Agreement dated July 6, 1953, between R. 

E. Beamon and El Paso Natural Gas Company, as heretofore amended 

W I T N E S S E T H : 

WHEREAS, pursuant to Oil and Gas Lease Sale Agreement dated 



I. I , 

by three Amendments of Oil and Gas Lease Sale Agreement dated 

February 24, 1954, March 1, 1955/ and ,1958, 

respectively, El Paso is the owner of the gas rights from the sur

face to the base of the Mesaverde Formation in those certain o i l 

and gas leases covering lands located in San Juan and Rio Arriba 

Counties, New Mexico, (hereinafter referred to as "said leases" 

and "subject lands"), which said leases covering subject lands are 

described ln Exhibit "1" attached hereto and made a part hereof, 

and the production of gas from the surface to the base of the Mesa

verde Formation lying in and under subject lands is subject to a l l 

of the terms and provisions of said Original Agreement; and 

WHEREAS, pursuant to said Original Agreement, Texas i s the 

owner of certain Interests in o i l to a l l depths and gas below the 

base of the Mesaverde Formation ln said leases covering subject 

lands, as described in Exhibit "1" attached hereto; and 

WHEREAS, certain of subject lands and oil and gas leases cov

ering subject lands have been committed to and are subject to the 

terms and provisions of the Rincon Unit Agreement dated June 1, 

1951, Huerfano Unit Agreement dated July 29, 1949, San Juan 28-6 

Unit Agreement dated May 27, 1953, San Juan 28-7 Unit Agreement 

dated November 18, 1952, Blanco Development Contract (No. 1) dated 

November 28, 1951, and Blanco Development Contract No. 5 dated 

December 10, 1956, as specified in said Exhibit "1", and a l l obli

gations for the development of oil and gas are governed by the ap

plicable provisions of said Unit Agreements and Development Con

tracts insofar as said Unit Agreements and Development Contracts 
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apply to subject lands and oil and gas leases covering subject 

lands which are committed thereto; and 

WHEREAS, Texas desires to se l l and El Paso desires to bay a l l 

of Texas* interest, as such interest i s hereinafter defined, ln 

said leases to explore for, produce and market gas and gas liquids 

from zones and/or formations below the base of the Mesaverde Forma

tion lying in jand under subject lands, for the considerations and 

upon the terms and conditions hereinafter-provided; and 

WHEREAS, Texas desires to s e l l and Products Company desires 

to buy a l l of Texas.' Jnterest in said leases to explore for, pro

duce and market oi l from subject lands, for the considerations and 

upon the terms and conditions hereinafter provided; 

NOW, THEREFORE, for and in consideration of the premises and 

of the mutual covenants and agreements hereinafter contained, the 

receipt and sufficiency of which are mutually confessed, Texas, El 

Paso and Products Company agree as follows: 

ARTICLE I 

Definitions 

The following definitions shall be applicable to this Agree

ment : 

The term "day" shall mean a period of twenty-four (24) consecu

tive hours beginning and ending at seven (7) o'clock a.m. Mountain 

Standard Time. 

The term "month" shall mean a period commencing at seven (7) 

o'clock a.m. Mountain Standard Time on the f i r s t day of any calen

dar month and ending at seven (7) o'clock a.m. Mountain Standard 

Time on the f i r s t day of the next succeeding calendar month. 
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The term "year" means a period of twelve (12) months beginning 

at seven (7) o'clock a.m. Mountain Standard Time on the f i r s t day 

of January of any calendar year and ending at seven (7) o'clock a. 

m. on the f i r s t day of January of the next succeeding ̂ calendar year. 

The term " o i l " shall mean crude o i l and liquid hydrocarbons 

having a gravity of 50 or less A.P.I, which exist in a liquid phase 

in a reservoir and which can be recovered at the well by use of 

conventional separators and in a manner consistent with usual and 

ordinary o i l and gas field production practices. 

The term "gas" shall mean natural gas, casinghead gas and a l l 

contents thereof not included within the foregoing definition of o i l . 

The term "oil well" shall mean any well which i s or would be 

classified as an o i l well under presently existing rules of New 

Mexico Oil Conservation Commission relating to such classifications. 

The term "gas well" shall mean any well which i s or would be 

classified as a gas well under presently existing rules of New 

Mexico Oil Conservation Commission relating to such classifications. 

The term "lease" means the conventional gas lease or o i l and 

gas lease under which the lessee has the right to produce and market 

gas (except casinghead gas in some cases) and/or o i l and gas from 

the lands covered thereby, the l i f e of which i s for a stated number 

of years and as long thereafter as o i l or gas is produced in paying 

quantities, and the term "lease" shall also include applications 

for leases, options to acquire leases and agreements entitling one 

party to dispose of gas produced from leases. 

The term "Texas' interest" means the percentage or net inter

est owned by Texas in leases after deducting royalties, overriding 
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royalties carried and other interests i n o i l and gas encumbering 

said interest. 

The term "mcf" means one thousand (1,000) cubic feet. 

The term "PSIG" means pounds per square inch gauge. 

The term "open flow capacity" means the a b i l i t y or capacity 

of a natural gas well to produce natural gas for a period of twenty-

four (24) hours as determined by the most recent open flow test 

conducted by the parties hereto by'flowing the well wide open 

against no back pressure for a period of six (6) consecutive hours 

after i t has been shut i n for a period of at least seventy-two (72) 

consecutive hours, and computing the open flow capacity from center 

Impact readings taken by means of a Pitot tube i n accordance with 

the Walter Reid formula or conducted i n such other manner as may 

be agreed upon between the parties. 

The term "subject lands" means a l l lands covered by Texas' 

leases as described i n Exhibit "1" hereof. 

The term "overriding royalty" as applied to Texas' interest 

i n gas means the right to receive a certain portion of production 

or payment out of production free and clear of any cost, expense, 

charge, deduction or tax levied on production, severance or trans

portation. 

ARTICLE I I 

Leases Being Sold 

Texas represents and warrants that i t owns or ha's the right 

to acquire the percentage of the production of o i l to a l l depths 

and gas below the base of the Mesaverde Formation lying i n and 
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under subject lands covered by said leases more f u l l y shown and de

scribed i n Exhibit " 1 " hereto, subject to the provisions of A r t i 

cle I I I hereof, and El Paso and Products Company s h a l l not be re

quired to examine Texas' t i t l e t o said leases; provided, however, 

that immediately a f t e r execution of t h i s Agreement, Texas s h a l l 

f u r n i s h to Products Company f o r i t s f i l e s copies of a l l Texas' rec

ords concerning o i l operations applicable to said leases. 

Subject to the terms and provisions of t h i s Agreement, Texas 

agrees to s e l l and del i v e r to El Paso, and El Paso agrees to pur

chase from Texas and pay f o r the e n t i r e working i n t e r e s t of Texas, 

free and clear of l i e n s , but subject to the terms of Gas Purchase 

Contracts dated December 16, 1953, (covering the Rincon Unit No. 1 

well described hereinbelow) and Gas Purchase Contract dated 

January 22, 1958, (covering the Rincon Unit No. 57 well described 

hereinbelow) between El Paso and Johnston and El Paso and Texas, 

respectively, providing f o r the sale of gas produced therefrom, as 

and i n the manner hereinafter set f o r t h , i n each and a l l of said 

leases covering subject lands insofar as such i n t e r e s t pertains to 

the r i g h t to explore f o r and produce gas from zones and/or forma

t i o n s below the base of the Mesaverde Formation. 

Subject to the terms and provisions of t h i s Agreement, Texas 

agrees to s e l l and deliver to Products Company, and Products Company 

agrees to purchase from Texas and pay f o r the entire i n t e r e s t of 

Texas, free and clear of liens and l n the manner hereinafter set 

f o r t h , i n each and a l l of the said leases covering subject lands 

Insofar as such Interest pertains to the r i g h t to explore f o r and 

to produce o i l from a l l depths. 
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The sale of leases provided for above shall include not only 

the said leases of Texas, but also Texas' interest in two (2) gas 

wells sold to El Paso hereunder producing from the Dakota Forma

tion (described as the Rincon Unit Nos. 1 and 57 located in the 

SE/4 of Section 30, Township 27 North, Range 6 West, N.M.P.M., and 

the NE/4 of Section 1, Township 26 North, Range 7 West, N.M.P.M., 

respectively), three (3) oil wells sold to Products Company hereun

der producing from the Tocito Formation (described as the Rincon 

Unit Nos. 6, 11 and 20 and located ln the SE/4 SE/4, SE/4 SW/4 and 

:SE/4 NW/4 of Section 6, Township 26 North, Range 6 West, N.M.P.M., 

respectively), the well structures utilized by Texas in the opera

tion of such wells and a l l casing, fittings, appurtenances and per

sonal property located on subject lands pertaining to, attached to 

or used in connection with such wells. 

ARTICLE I I I 

Exceptions and Reservations 

In the various said oil and gas leases of Texas, assignments 

thereof and other instruments and documents pertaining thereto, 

there are excepted and reserved to or assigned for the benefit of 

the various lessors, assignors and others, certain royalties, over

riding royalties and other rights and interest ln, to and con

nected with o i l , gas and other minerals produced from and under 

said leases, reference being here made to a l l such leases, assign

ments, instruments and documents for a more particular description 

of the terms thereof. The obligation of Texas to sell and deliver 

said leases to El Paso and Products Company hereunder is made 
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expressly subject to a l l such royalties, overriding royalties and 

other rights and interest so excepted, reserved or assigned. 

In addition to the overriding royalties and outstanding inte r 

ests specified i n the f i r s t paragraph of this Article I I I , Texas 

hereby excepts from t h i s Agreement and reserves and retains unto 

i t s e l f and i t s successors and assigns, or to person(s) whom Texas 

may: designate, on Texas
 1 interest sold hereunder, the,following.:-

A.l. An overriding royalty on Texas' interest i n a l l gas pro

duced and saved from gas wells not committed to a unit area located 

on the subject lands being sold herein and, as to gas wells com

mitted to a unit agreement, an overriding royalty on Texas' Inter

est i n a l l gas produced and saved (except gas used on the unit or 

otherwise used for purposes which do not require the payment of 

royalty on such gas under the provisions of the basic lease I n 

volved) from unit land and allocated to subject lands l n units i n 

which said leases and subject lands have been or hereafter are com

mitted as follows: 

(1) 60 per mcf on a l l such gas produced and saved dur
ing the period beginning' July 1, 1958, and ending 
September 1, i960. 

(2) 10 per mcf on a l l such gas produced and saved dur
ing the period beginning September 1, i960, and end
ing January 1, 1964. 

(3) Q0 per mcf on a l l such gas produced and saved dur
ing the period beginning January 1, 1964, and end
ing January 1, 1965. 

(4) 90 per mcf on a l l such gas produced and saved dur
ing the period beginning January 1, 1965, and end
ing January 1, 1966. 
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(5) 100 per mcf on a l l such gas produced and saved dur
ing the period beginning January 1, 1968, and end
ing January 1, 1969. 

(6) Not less than 100 per mcf on all such gas produced 
and saved after January 1, 1969* '1 

2. An overriding royalty on Texas1 interest i n a l l casing

head gas produced and saved from o i l wells not committed to a unit 

area on the subject lands being sold herein and, as to o i l wells 

committed to a unit agreement, an overriding royalty on Texas' i n 

terest i n a l l casinghead gas produced and saved (except casinghead 

gas used on the unit or .otherwise use.d. f or /purposes which do not 

require the payment of royalty on such gas under the provisions of 

the basic lease included) from or allocated to leases i n units i n 

which the said leases and subject lands have been or hereafter are 

committed, free and clear of a l l development and operating costs 

but subject to their share of mineral ad valorem taxes and taxes 

on and measured by such production, as follows: 

(1) Above the top of the Dakota Formation: 

An overriding royalty i n the amount of 33-1/3 per 
cent. 

(2) Below the top of the Dakota Formation: 

An overriding royalty of 25 per cent. 

El Paso shall make payment to Texas for a l l casinghead gas 

produced and saved from the leases being sold herein applicable to 

Texas' net interest therein based on the market value at the well

head of such casinghead gas as provided In El Paso's contracts 

with other producers for the purchase of casinghead gas from the 

same formation. Payment for a l l such casinghead gas produced from 

the Gallup Formation lying l n and under subject lands shall be 
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based on the provisions of El Paso's standard contract for the pur

chase of casinghead gas produced in the B i s t i area of New Mexico (a 

copy of which contract Texas by the execution of this Agreement ac

knowledges receipt). " 

3. The overriding royalties payable under 1. and 2. of 

this Paragraph A shall be determined from volumes of gas computed 

as provided i n Paragraph B of this Article I I I and shall be In ad

di t i o n to the overriding royalty on extracted liquids described i n 

Paragraph D of th i s Article I I I . 

- - B. - The volumes of gas, upon which the overriding royalties 

described i n Paragraphs A and C of this Article I I I shall be paid, 

shall-be computed upon a pressure base of 15-025 pounds per square 

inch absolute and at a temperature base of 60 degrees Fahrenheit, 

and shall be otherwise computed i n accordance with the specifica

tions prescribed l n Gas Measurement Committee Report No. 2, dated 

May 6, 1935, of the Natural Gas Department of the American Gas As

sociation, including the appendix thereto and subsequent amendments 

and appendices from time to time made. Proper corrections shall 

be made for deviation from Boyle's Law, the specific gravity.and 

the flowing temperatures of the gas produced hereunder. Proper de

duction shall be made from such volumes for gas used In develop

ment and operation of the subject lands and for loss due to shrink

age by reason of extraction of hydrocarbons from such gas. 

C. The overriding royalty specified i n Paragraph ,A.1. (6) of 

this Article I I I shall i n no event be less than the amount stated 

therein but shall be arrived at as follows: Approximately ninety 

(90) days prior to January 1, 1969, the parties shall attempt to 

agree upon the amount of such overriding royalty for tho r..ext f i v e -
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year period. I f the parties agree upon such overriding royalty, 

then such amount shall be the overriding royalty to be received by 

Texas hereunder for such period. .If the parties cannot agree upon 

such amount, then such amount shall be determined by a board of ar

bitrators to be appointed as provided i n Article X hereof. The 

board of arbitrators, i n determining the amount of such overriding 

royalty, shall base their decision on the then value of such gas 

at _the wellhead,'considering only-quality and pressure of gas, ag

gregate quantity of delivery and the then current f i e l d prices (of 

then newly negotiated contracts) of gas i n other f i e l d s connected 

to or i n the area of any of El Paso's pipe lines or gathering sys

tems or-of any pipe line system to which any of El Paso's pipe

lines or gathering systems are then connected and such other d i 

re c t l y related pertinent factors which said board shall deem proper 

to consider i n order to f a i r l y determine the amount of such over

riding royalty. The overriding royalty reserved by Texas i n Para

graph A.l. (6) of this Article I I I shall be determined for each 

five-year period after January 1, 1974, i n l i k e manner to that pro

vided above for the five-year period next following January .1, 1969, 

but i n no event shall the amount of such overriding royalty be 

less than 10/ per mcf. 

D. An overriding royalty l n the amount of 33-1/3 per cent on 

Texas' interest i n a l l l i q u i d hydrocarbons which may be recovered 

or extracted from gas produced from said leases and subject lands 

being sold herein, free and clear of a l l development and operating 

costs, but subject to i t s share of mineral ad valorem taxes and 

taxes on and measured by such production. At Texas' option El Paso 

shall deliver to Texas such overriding royalty in ki.-d or shall pay 



to Texas the f a i r market value thereof i n cash; provided, however, 

that i f El Paso shall desire to contract for the sale of any such 

l i q u i d hydrocarbons over a period of years, i t shall notify Texas 

of the price, terms and conditions of such proposed contract and, 

within t h i r t y (30) days after the receipt of such notice, Texas 

shall elect either to j o i n i n such contract or to take i n kind i t s 

share of the l i q u i d hydrocarbons to which such contract relates, 

f o r the entire term of such contract. During a l l periods when l i q 

uid hydrocarbons are not recovered or extracted from gas produced 

from Texas1 interest i n said o i l and gas leases covering subject 

lands "by El Paso i n a plant for extraction of such liquids, El Paso 

shall pay to Texas i n cash the estimated value of 33-1/3 per cent 

of a l l liquids produced with or contained i n gas produced from said 

leases being sold herein and applicable to Texas' Interest therein, 

regardless of whether such liquids are extracted from the gas. I f 

the parties are unable to agree upon such estimated value, then the 

amount thereof shall be determined by arbitration as provided i n 

Article X hereof. El Paso agrees that l t w i l l endeavor at a l l 

times to e f f i c i e n t l y operate a plant i n the said San Juan Basin 

for the extraction of such liquids. El Paso agrees to conduct a l l 

of i t s operations i n such manner as to reasonably and economically 

conserve and ultimately recover the maximum amount of liquids rea

sonably and economically recoverable from said gas. 

E. An overriding royalty on Texas' interest ir. i l l o i l pro

duced and saved from o i l wells not committed to a unit area located 

on the subject lands being sold herein, and as to o i l wells com

mitted to a unit agreement, an overriding royalty or T=--,-3?,' interest 
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i n a l l o i l produced and saved from unit lands and allocated to sub

ject lands i n units i n which said leases and subject lands have 

been or hereafter are committed, free and clear of a l l development 

and operating costs but subject to their share of mineral ad 

valorem taxes and taxes on and measured by such production, as f o l 

lows : 

(1) ..Above the top of the Dakota Formation: 

An overriding royalty i n the amount of 33-1/3 per 
cent. 

(2) Below the top of the Dakota Formation: 

An overriding royalty i n the amount of 25 per cent. 

At Texas1 option Products Company shall deliver to Texas such 

overriding royalties described i n subparagraphs (1) and (2) above 

i n kind; provided, however, that should Texas f a i l to make such an 

election, Products Company may from time to time dispose of Texas' 

share of such o i l on a temporary basis and account to Texas there

f o r at the same price as i s received by Products Company for i t s 

share of the o i l marketed from said leases covering subject lands. 

Notwithstanding any provisions of this paragraph, Products Company 

may from time to time purchase Texas 1 share of the o i l produced and 

saved from said leases covering subject lands, paying the market 

value at the wellhead therefor prevailing for the f i e l d where pro

duced on the date of purchase. 

F. Regardless of the depth from which production i s obtained, 

whenever a well i s classified as a gas well and the production, of 

o i l i s incidental to gas production, the overriding royalty payable 

on Texas' interest i n such o i l w i l l be 33-1/3 per cent. 



G. It is understood that the United States Department of the 

Interior presently may not approve reservations of the overriding 

royalties described in this Article I I I as to federal public domain 

unless such overriding royalties on any particular lease from which 

the average production per well per day i s , as to o i l , fifteen bar

rels or less, and, as'to gas, 500 mcf or less, are converted to a 

working interest .in.accordance with the conditions .specif ied in 43 

C.F.R. 192.83. I t i s agreed therefore that Texas shall in the re

spective assignments to El Paso and Products Company containing i t s 

reservation of such overriding royalties on federal public domain 

provide for the suspension of such overriding royalties during a l l 

periods of time, and only during such periods, such section of the 

Code of Federal Regulations requires such suspension. In the event 

suspension of the overriding royalties as specified above is re

quired to conform to the provisions of 43 C.F.R. 192.83, then upon 

such suspension Texas shall receive a working interest producing 

the same revenue. 

ARTICLE IV 

Price of Wells 

At the time of closing provided for ln Article IX hereof, El 

Paso shall pay to Texas National Petroleum Co. in cash an amount 

equal to Two Hundred Fifty Thousand Dollars ($250,000.00) for the 

two gas wells described in Article I I hereof, and Products Company 

shall pay to Texas National Petroleum Co. in cash an amount equal 

to One Hundred Fifty Thousand Dollars ($150,000.00) for the three 

oil wells described in said Article I I , In any instance where 
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Texas National Petroleum Co. does not own a l l of a particular well, 

the purchase price thereof shall be reduced proportionately. 

ARTICLE V 4 

Payment of Overriding Royalties 

El Paso and Products Company, as to each of their respective 

Interests purchased hereunder only, assume and agree to pay as and 

when the same shall become due and payable a l l outstanding royalty, 

overriding royalty, carried and other interests under leases herein 

sold applicable to a l l gas, o i l and other hydrocarbons produced and 

saved by El Paso and Products Company from each of their respective 

interests purchased hereunder and not delivered in kind to Texas. 

El Paso agrees to pay to Texas at Houston, Texas, on or before 

the twenty-fifth (25th) day of each month, the overriding royalties 

reserved by Texas herein applicable to gas produced and saved from 

or allocated to the subject land during the preceding calendar 

month. Should El Paso f a l l to pay any such amount due to Texas as 

and when the same shall become due, then El Paso agrees to pay In

terest thereon at the rate of six per cent (6%) per annum from the 

due date or dates until the date of payment thereof. 

Products Company agrees to pay to Texas at Houston, Texas, on 

or before the twenty-fifth (25th) day of each month, the overriding 

royalties reserved by Texas herein applicable to o i l produced and 

saved from or allocated to the subject land during the preceding 

calendar month. Should Products Company f a i l to pay any such amount 

due to Texas and and when the same shall become due, then Products 

Company agrees to pay interest thereon at the rate of six per cent 
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(6$) per annum from the due date or dates u n t i l the date of pay

ment thereof. 

Texas shall have the right tb examine at reasonable times the 

books, records, laboratory tests and charts of El Paso and Products 

Company to the extent necessary "to v e r i f y the accuracy of any state

ment, test, chart or computation made under or pursuant to any of 

the provisions of this Agreement. 

_ _ _ ARTICLE VI . 

- Development Program - - • - : - _ -.. 

. As soon as El Paso shall have completed I t s geophysical pro

gram covering subject lands embraced by said leases, and within 

three (3) years from July 1, 1958, El Paso shall d r i l l on said 

leases covering subject lands not, less than twelve (12) wells to 

test the Dakota Formation (which wells may be dually completed i n 

shallower producing sands) at least one ( l ) of which wells shall 

be located on the acreage In Township 27 North, Range 8 West, N.M. 

P.M., and at least one ( l ) of which wells shall be located on the 

acreage i n Township 26 North, Range 6 West, N.M.P.M., sold by Texas 

and purchased by El Paso herein. 

Products Company shall not be obligated to perform, or cause 

to be performed, the d r i l l i n g of any well upon said o i l and gas 

leases covering subject lands for the development of o i l ; provided, 

however, that should o i l be discovered on said leases and subject 

lands, Products Company's obligations for the development of said 

leases and lands after such discovery shall be those of a reasona

bly prudent operator with the obligation to conduct such additional 



development or reassign oil rights in subject lands considered 

proven by the discovery. 

Whenever either El Paso or Products Company, when conducting 

drilling operations on subject lands, shall encounter a zone or 

formation which i t considers likely to produce o i l , the drilling 

party shall notify Texas of. such fact and shall conduct such test

ing as the drilling party considers proper, furnishing Texas copies 

of logs, tests, analyses and other data obtained. 

El Paso and Products Company each assume and agree to perform 

and f u l f i l l (as to each oT^tTieir- respective interests purchased 

hereunder and subject to the terms and provisions of the f i r s t two 

paragraphs of this Article VI) a l l of the terms, covenants and con

ditions of the lessee in each of the said leases purchased by I t 

hereunder or in the assignments thereof or other instruments per

taining thereto under which Texas' t i t l e i s derived, insofar as 

they cover and affect the drilling of wells and the production of 

oi l , gas and/or other hydrocarbon substances. El Paso agrees to 

develop said leases for gas production at such times and in such 

a manner as to (a) avoid forfeiture of said leases, and (b) comply 

with the requirements of a l l governmental agencies having jurisdic

tion. El Paso and Products Company agree that either by unitiza

tion or development and production, El Paso and Products Company 

shall protect the subject lands against drainage from wells on ad

jacent lands. ; 

ARTICLE VII 

Gas Production 

A. El Paso agrees that, as soon as reasonably possible, but 
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not exceeding forty-five.(45) days.after, the date of completion of 

each commercial gas well hereafter d r i l l e d and completed on the 

subject lands covered by leases sold to i t hereunder/ i t w i l l con

nect such well to i t s gas gathering system and commence and con

tinue taking gas produced therefrom on a ratable basis with a l l 

other wells connected to El Paso's pipelines, which are producing 

from the same.pool as_said.well.on subject lands.. .The term, "date 

of completion" as used herein shall.mean the date on which the de

l i v e r a b i l i t y test -required by the State of New Mexico as to any ~ 

gas well.is finished. Any period of time during which adverse 

weather conditions or i n a b i l i t y to acquire right-of-way shall pre

vent El Paso from working upon such connection shall be added to 

the f o r t y - f i v e (45) days for making well connections. 

B. Failing to connect any commercial gas well on subject 

lands within the time required by Section l.a. of this A r t i c l e , El 

Paso shall pay to Texas the sum of Two Hundred and F i f t y Dollars 

($250.00) for each month or fraction thereof i n excess of f o r t y -

f i v e (45) days during which such well i s not connected as l i q u i 

dated damages resulting to Texas by reason of such f a i l u r e ; pro

vided, that i n any instance where Texas does not own a l l of a par

t i c u l a r well, the payment shall be reduced proportionately. 

Oil Production 

Products Company's obligation to produce o i l from any o i l well 

presently d r i l l e d or which may i n the future be d r i l l e d upon sub

ject lands shall be that of a reasonably prudent o i l operator oper

ating wells i n the same pool having similar producing abilities.. 
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ARTICLE IX 

Dare of Closing 

Transfer of the Interest i n said leases from"Texas to El Paso 

and Products Company being sold hereunder ar.d payment of the cash 

consideration f o r the wells thereon, as provided herein, s h a l l take 

place at El Paso, Texas, on August 1, 1958, or at such other time 

and place as may be-agreed upon by the p a r t i e s . El. Paso, and Products 

Company sha l l be responsible f o r a l l costs and s h a l l own a l l produc

t i o n from- said leases beginning July 1, 1958. At the time of clos

i n g , Texas shall-execute and d e l i v e r to El Paso and Products Company, 

or to such other person or persons as El Paso and Products Company 

may designate, assignments (subject to the reservations and excep

tions hereinbefore set f o r t h and containing covenants of general 

warranty) of Texas' i n t e r e s t i n the leases to be assigned hereunder. 

Each of the parties hereto s h a l l execute, or cause to be executed 

by the record owners of such party's i n t e r e s t i n the assigned lease

hold i n t e r e s t , such other Instruments as may be necessary to sub

j e c t the assigned leasehold I n t e r e s t to the applicable terms and 

conditions hereof. 

Texas w i l l make and prosecute any applications required by 

the Federal Power Commission to permit (1) the termination of the 

Gas Purchase Contracts dated December 16, 1953, and January 22, 

1958, described i n A r t i c l e I I hereof, between Johnston and El Paso 

Natural Gas Company and Texas National Petroleum Co ../and El Puso 

Natural Gas Company, respectively, by the term.? of which El Paso 

i s purchasing the gas produced from the Rincon Unit Nos 1 and 57 
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Wells, respectively, and (2) the sale of sach gas wells to El Paso 

because of the sale of the leasehold Interests under this Agreement. 

ARTICLE X 4 

Arbitration 

If and whenever any controversy shall arise out of this Agree

ment or out of the refusal of either of the parties to perform the 

whole or any part thereof and the parties shall be unable to agree 

with respect to such controversy, the same shall be submitted for 

determination by a board of three arbitrators chosen as follows: 

Upon written demand of either party and within ten (10) days from 

the date of such demand, each of the parties shall name an arbitra

tor and the two arbitrators so named shall promptly thereafter 

choose a third. If either of the parties shall f a i l to name an ar

bitrator within ten (10) days from such demand, the other parties 

shall name the second arbitrator as well as the f i r s t , or i f the 

two arbitrators shall f a i l within ten (10) days from their appoint

ment to agree upon and appoint the third arbitrator, then upon writ

ten application by either of the parties such third arbitrator may 

be appointed by the American Arbitration Association. 

The board of arbitrators so chosen shall proceed Immediately 

to hear and determine the question or questions in dispute. The 

decision of the board of arbitrators or majority thereof shall be 

made within forty-five (45) days after the appointment of the third 

arbitrator, subject to any reasonable delay due to unforeseen cir 

cumstances- In the event the board or- majority thereof should f a i l 
s 

to make a decision within sixty (60) days after the appointment of 
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the third arbitrator, new arbitrators may, at the election of e i 

ther party, be chosen in like manner as i f none had previously 

been selected.. 

The decision of the arbitrators shall be drawn up in writing 

and signed by the arbitrators" or a majority of them and shall be 

final and binding as to the parties hereto and as to any question 

or questions so submitted to said arbitrators, and said parties 

shall abide by such decision and perform the terms and conditions 

thereof. Unless otherwise determined by the arbitrators, a l l ex

pense in connection with such arbitration, Including a reasonable 

compensation to the arbitrators, shall be divided equally between 

the parties hereto, with the exception of expenses of counsel, wit

nesses and employees of the parties hereto, which, unless other

wise determined by the arbitrators, shall be borne by the parties 

incurring them. 

ARTICLE XI 

Well Data and Tests 

Texas shall furnish to El Paso and Products Company promptly 

after the date of closing a l l Its well logs and pressure and volume 

data, the results of any and a l l laboratory tests and a l l other 

technical data in connection with a l l wells heretofore drilled by 

or for Texas on the subject lands. El Paso and Products Company 

shall furnish to Texas promptly a l l i t s well logs and pressure and 

volume data, the results of any and a l l laboratory tests and a l l 

other technical data in connection with a l l wells which may be 

hereafter drilled by or for El Paso and Products Company on sub

ject lands. 
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Texas shall have the right of Ingress ard egress at a l l rea

sonable times with respect to any lease, lands and any well sold 

hereunder or the derrick f l o o r of any well which may be d r i l l e d 

pursuant to the terms of this Agreement, for the purpose of inspec

ting such leases, subject lands, d r i l l i n g operations, well logs, 

production operations and exercising such other privileges as Texas 

may enjoy i n connection with said-leases, subject lands and wells. 

ARTICLE X I I 

Force Majeure 

The term "force majeure" as employed herein shall mean acts 

of God, strikes, lockouts or other industrial disturbances, acts 

of the public enemy, wars, blockades, insurrections, r i o t s , epidem

ics, landslides, lightning, earthquakes, f i r e s , storms, floods, 

washouts, arrests and restraint of the government, either federal 

or state, c i v i l or m i l i t a r y , c i v i l disturbances, explosions, break

age or accidents to the lines of pipe used to accomplish delivery 

hereunder, i n a b i l i t y of any party hereto to obtain necessary mate

r i a l s , supplies, or permits, due to existing or future rules-, regu

lations, orders, laws or proclamation? of governmental authorities 

(both federal and state), including both c i v i l and mil i t a r y , or i n 

a b i l i t y of any purchaser or purchasers of gas from the subject lands 

to receive gas by reason of force majeure affecting such purchaser 

or purchasers, and any other cause, whether of the kind herein 

enumerated or otherwise, not reasonably within the control of the 

party claiming suspension. I t i s understood and agreed that the 

settlement of strikes or lockouts shall be entirely within the 
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discretion of r r e party having the d i f f i c u l t y , ar.d that any require

ments made ln this Agreement that any force majeure shall be reme

died with a l l reasonable dispatch shall not require the settlement 

of strikes or lockouts by agreeing to the demands of the opposing 

party when such course i s inadvisable i n the sole discretion of the 

party having the d i f f i c u l t y . -

ARTICLE X I I I 

Favored Nations Clause 

I f El Paso shall hereafter purchase any o i l and gas leases 

covering land situated within two hundred miles of the subject 

lands and shall pay a higher overriding royalty on gas, consider

ing quality and pressure, than the t o t a l overriding royalty stipu

lated herein for gas or shall pay a higher overriding royalty on 

the l i q u i d hydrocarbons contained therein, considering quantity 

and quality, or i f El Paso shall hereafter pay any such higher 

overriding royalty on gas or l i q u i d hydrocarbons pursuant to any 

lease purchase agreement executed after July 1, 1958, pertaining 

to land situated within two hundred miles of the subject lands, 

then El Paso shall thereafter pay to Texas hereunder such higher 

overriding royalty f o r gas or l i q u i d hydrocarbons thereafter pro

duced f o r so long as El Paso shall pay such higher overriding roy

alty to others. 

The purchase by El Paso of gas rights bel:v the base of the 

Mesaverde Formation from parties owning overriding royalties on El 

Paso's gas rights above the base of th? Mesav=rie Formation at the 

same overriding royalties applicable to ga? produced above the base 



of the Mesaverde Forma*: ior shall r.o: considered a new purchase 

and shall not Increase the overriding royalties on gas .payable 

hereunder. 

ARTICLE XIV 

Rincon Unit 

Upon receipt of written request therefor from El Paso and 

Products Company, Texas National Petroleum Co. agrees to resign as 

suboperator of the o i l rights to all. depths and the gas rights be

low the Mesaverde Formation in those portions of the subject lands 

within the Rincon Unit, and further agrees to use i t s best efforts 

in. such, event to have either El Paso or Products Company, as those 

parties shall direct, designated as such operator* 

ARTICLE XV 

Miscellaneous 

Whenever requested by El Paso or Products Company, Texas 

shall execute or cause to be executed by the record owners of i t s 

interest communitization agreements i n the usual form when neces

sary to obtain a legally authorized d r i l l i n g u n it. Whenever El 

Paso or Products Company desires to include a l l or any part of the 

subject lands within a unit agreement or development contract, 

Texas shall co-operate with El Paso or Products Company by execut

ing a unit agreement or development contract containing the usual 

provisions and by requesting necessary approval 

Except for El Paso's and Products Company's obligation to 

make payments of overriding royalties hereunder and. except for the 

obligation of the parties hereto to make any other ca?1^ pev^.er.t 



hereunder, neither of the parties hereto shall be lia b l e f o r any 

f a i l u r e to perform the terms of this Agreement when such f a i l u r e 

i s due to "force majeure". 

No modification of the terms and provisions of th i s Agreement 

shall be or become effective except by the execution of supplemen

tary written contracts. 

No waiver by either of the parties of any one or more defaults 

by the other i n the performance of any provision of th i s Agreement 

shall operate or be construed as a waiver of any future default or 

defaults, whether of a li k e or of a different character. 

Except as herein otherwise provided, any notice, request, de

mand, statement or b i l l provided f o r l n t h i s Agreement, or any no

tice which either of the parties may desire to give to the others, 

shall be i n writing and shall be considered as duly delivered when 

duly deposited i n the United States Mail, registered and postage 

prepaid, addressed to such other parties at their said addresses. 

Either of the parties may change i t s address hereunder by giving 

such a notice thereof to the other parties. Routine communica

tions, including monthly statements and payments, shall be consid

ered as duly delivered when mailed by either registered or ordi

nary mail. In the event of emergency, notice may be given by tele

phone or telegraph and confirmed i n writing delivered as aforesaid. 

This Agreement and the respective obligations of the parties 

hereunder are subject to all valid laws, orders, rules and regula

tions of duly constituted authorities having jurisdiction, The 

interpretation and performance of this Agreement shall be in accord

ance with the laws of the State of Texas .. 
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This Agreement shall Inure to the benefit of and be binding 

upon the said parties and the i r respective successors-and assigns. 

IN WITNESS WHEREOF, the parties hereto have cause'd this Agree

ment to be signed, and their respective corporate seals to be hereto 

affixed and attested, as of the date f i r s t above written. 

TEXAS NATIONAL PETROLEUM CO. 
ATTEST: 

Assistant Secretary 
By 

President 

-WT—errM< 

Beryl B. McMahan 

H i e Jones 7/ Ne 

ATTEST: 

/ 

Assistant Secretary 

Homer R„ Stasney 

Eska Gage Stasney 

EL PASO NATURAL GAS COMPANY 

By: 
VILL Prc.ide^ 7 / W f f 



c 

ATTEST: 

THE STATE OF TEXAS 
COUNTY OF 

EL PASO NATURAL GAS PRODUCTS COMPANY 

By: 
Vice President 

WITNESS my hand and official seal. 

My Commission Expires: tary Public in an Notary Public ln and for ^3/' 
County, Texas 

THE STATE OF 
COUNTY OF 

The foregoing instrument was acknowledged before me this 3-i 
day of \.,'\ , 1958, by W. C. McMAHAN and BERYL B. McMAHAN, 
his wife. , j 

WITNESS ray hand and official seal, 

My Commission Expires: Notary Public in and,for / u.>-̂ -̂
County, Texas •/ 

THE STATE 
COUNTY OF 

The foregoing instrument was acknowledged before me this -3/ ~ 
day of / , 1958, by A. V. JONES and NELLIE JONES,~hTs 
wife. tyy y 

WITNESS my hand and official seal. 

My Commission Expires 
6 - / - s-y 

Notary Public ln and for W/V,-^,^// 
County, Texas / 
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I THE STATE OP sJjLfCu^ 
COUNTY OP ^K^xXf^JL 

The foregoing instrument was acknowledged before me this S) 
day of ^£t*je^. , 1958, by HOMER R. STASNEY and ESKA QAGE~"~ 

-STASNEYT his wj.f e. . H 

WITNESS my hand and official seal. 

My Commission Expires: 

THE STATE OP TEXAS I 
COUNTY OP EL PASO • 

Notarytffcbllc* in and for JjL^jSaf'flZLfl 
County, Texas _Y__ 

The foregoing instrument was acknowledged before me this J^4^-

Vice President or EL PASO NATURAL GAS COMPANY, a 
day of 

aware corpora
tion, on behalf of said Corporation. 

WITNESS my hand and official seal. 

My Commission Expires: 
. _ '•• MftOELAHE W. VUNftS 

Rottry 'nfctic lo>»4 lor Ll H i l l L M W . T o m 

• y eoMnltiloo Explro* Juno I. * • » • 

THE STATE OF TEXAS I 
COUNTY OP EL PASO \ 

The foregoing instrument was acknowledge 
day of ' x958, by (£. ' 
Vice. President of £EL PASO NATURAL GAS PRODUCT, 
corporation, on behalf of said corporation. 

WITNESS my hand and official seal. 

: My Commission Expires: 

Notary Public ln and for~ El Paso 
County, Texas 

me this «2.£ 

a Texas 

Notary Public 
County, Texas 
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EXHIBIT " 1 " 

Description of Land and Leases 

Leases owned by Texas National Petroleum Co. committed to 
the Rincon Unit Agreement dated June l, 1951. 

Federal Oil and Gas Leases Situated l n New Mexico 

1. Santa Fe 079052, Lessee: "Betty Lou Neudecker 
Dated-July 1, 1948 

Township 27_ North, Range 6 West, N.M.P.M., 
1 Rio Arriba County 

- Section 17: SW/4, W/2 SE/4, SE/4 SE/4 
Section 18: SE/4, E/2 SW/4 

containing 520.00 acres, more or less. 

Record Interest of Texas, a l l , subject to 5 per cent over 
r i d i n g royalty I n t e r e s t . 

2. Santa Fe 079160, Lessee: Lloyd W. Miles " 
Dated May 1, 1948 

Township 26 North, Range 7 West, N.M.P.M., 
Rio Arriba County 

<?/ Section 1: A l l 
.\P Section 11: A l l 

Section 12 A l l 

containing 1,920.00 acres, more or less. 

Record i n t e r e s t of Texas, undivided f i v e - s i x t h i n t e r e s t 
therein subject to 5 per cent overriding royalty i n t e r e s t 

3. Santa Fe 079298, Lessee: E. P. Ripley 
Dated July 1, 1948 

Township 2? North, Range 7 West, N.M̂ P.M., 
<~\ Rio Arriba County 

Section 13: Lots 1, 2, 3, *, 5, 6, 7, 8 (S/2) 

containing 336.22 acres, more or less. 

Record in t e r e s t of Texas, a l l , s bject to r .jent over 
r i d i n g royalty i n t e r e s t . 



c c 
Santa Pe 079298-D Lessee: E. P. Ripley 
Dated July 1, 1946 

Township 27 North-, Range 7 West, N.M.P.M., 
Rio Arriba County 

,<? Section 13 
,v Section 14 

Section 24 

N/2 
Lots 7, 9, 10 (S/2 SW/4, NE/4 SW/4) 
Lots 9, 10, 11, 12, 13, 14, 15, 16 
(S/2) 

containing 768.76 acres, more or less. 

Record"interest of Texas, a l l , subject to 5 per cent over
riding royalty interest. 

5. Santa Pe ~079301 Lessee: Coy Lindsey Dated May 1, 1948 

Township 26 North, Range 6 West, N.M.P.M., 
1 f Rio Arriba County 

V Section 6: Lots 3, 4, 5, SE/4 NW/4 

containing 161.81 acres, more or less. 

Record interest of Texas, undivided five-sixth interest 
therein subject to 5 per cent overriding royalty interest. 

6. Santa Pe 079301-A Lessee: Coy Lindsey 
Dated May 1, 1948 

/ Township 26 North, Range 6 West, N.M.P.M., 
\ ^ Rio Arriba County 

^ Section 6: Lots 6, 7, E/2 SW/4 

containing 161.35 acres, more or less. 

Record interest of Texas, undivided fi v e - s i x t h interest 
therein subject to 5 per cent overriding royalty Interest. 

7- Santa Pe 079302 Lessee: Otis Wetsel 
Dated April 1, 1948 

A 

\ 

Township 26 North, Range 6 West, N.M.P.M., 
ft Rio Arriba County 

Section 6: Lots 1, 2, S/2 NE/4 

containing 160.48 acres, more or less. 

Record interest of Texas, undivided five - s i x t h interest 
therein subject to 5 per cent overriding royalty interest 



t 

ta Fe 079302-B Lessee: Otis Wetsel 
ed April 1, 19^8 

Township 26 North, Range 6 West, N.M.P.M., 
Rio Arriba County *" 

Section 6: SE/4 

containing 160.00 acres, more or less. 

Record interest of Texas, undivided fi v e - s i x t h interest 
therein subject to 5 per cent overriding royalty interest. 

9. Santa Pe 079321 Lessee: Madolene Lane Robinson 
Dated July 1, 1949 

Township 27 North, Range 7 West, N.M.P.M., 
/ Rio Arriba County 

j ( / _ _ _ _ _ _ 

y Section 25: Lots 1, 2, '3, 4, 5, 6, 7, 8, E/2 
(All ) 

containing 656.48 acres, more or less. 

Record Interest of Texas, a l l , subject to proportionate 
part of 5 per cent overriding royalty Interest. 

10. Santa Pe 079364 Lessee: Mike Abraham 
Dated August 1, 1948 

Township 27 North, Range 6 West, N.M.P.M., 
Rio Arriba County 

Al l 
A l l 
Lots 1, 2, 3, 4, E/2 W/2, E/2 ( A l l ) 
Lots 4, 5, 6, 7, 8, 9, 10, 11, 12, 
13, 14, 15, 16, SE/4 SW/4, S/2 SE/4 
(All ) 

containing 2,605-33 acres, more or less. 

Record interest of Texas, undivided five-sixth interest 
therein subject to l \ per nent overriding royalty inter
est plus 3 per cent overriding royalty interest on S/2 
of Section 28, N/2 of Section 29, S/2 of Section 30 and 
S/2 of Section 31-

o. San 
Dat 

y 

^ Section 28 
• j ^ Section 29 

Section 30 
Section 31 
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11. Sansa Fe 079365-A Lessee: Mike Abraham 
Dated August 1, 1948 

Township 27 North, Range 6 West, N.M.P.M., 
Rio Arriba County "~ 

y Section 22: NE/4, NE/4 SE/4 
A Section 23: A l l 

containing 840.00 acres, more or less. 

Record interest of Texas, undivided five-sixth Interest 
therein subject to 7^ per cent overriding royalty inter
est plus 3 per cent overriding royalty interest on NE/4, 
NE/4 SE/4 of Section 22 and N/2.of Section 23. 

12. Santa Fe 079366 Lessee: Mike Abraham 
Dated August 1, 1948 

Township 27 North, Range 6 West, N.M.P.M., 
Rio Arriba County 

„ \ / Section 19 
i l , " Section 21 
\ Section 22 

Section 27 

S/2 
S/2 
W/2 W/2, SE/4 SW/4, S/2 SE/4 
NE/4 SE/4 

containing 959-40 acres, more or less. 

Record interest of Texas, undivided five-sixth Interest 
therein subject to 7 j per cent plus overriding royalty 
interest plus 3 per cent overriding royalty interest on 
S/2 of Section 19, S/2 of Section 21, W/2 SW/4, SE/4 SE/4 
of Section 22, and NE/4 SE/4 of Section 27. 

13- Santa Fe 079366 Lessee: Mike Abraham 
Dated August 1, 1948 

Township 27 North, Range 6 West, N.M.P.M., 
Rio Arriba County 

Section 19: N/2 
1 ' Section 20: A l l 

,V Section 21: N/2 
^ Section 27: N/2 

containing 1,599-32 acres, more or less. 

Record interest of Texas, a l l , subject to 7 i per cent 
overriding royalty interest plus 3 per cent overriding 
royalty interest on N/2 of Section 20. 



14. Santa Fe 079367-A Lessee: Mike Abraham 
Dated August 1, 1948 

Township 27 North, Range 6 West, N.M.P.M., 
Rio Arriba County i 

4 

V Section 26: A l l 
^ Section 27: SE/4 SE/4, w/2 SE/4, SW/4 

containing 920.00 acres, more or les s . 

Record interest of Texas, undivided five-sixth interest 
therein subject to 7 i P e r cent overriding royalty inter
est plus 3 per cent overriding royalty interest on N/2 of 
Section 26, SE/4 SE/4, W/2 SE/4 of Section 27. 

15. Santa Fe 080213 Lessee: Dena Riddle 
Dated November 1, 1949 

Township 27 North, Range 7 West, N.M.P.M., 
Rio Arriba County 

^ Section 34 

containing 1,280.00 acres, more or less. 

Record interest of Texas, undivided five-sixth interest 
therein subject to 5 per cent overriding royalty interest 
on total production. 

16. Santa Fe O80385 Lessee: C. A. Slater 
Dated July 1, 1951 

Township 27 North, Range 7 West, N.M.P.M., 
Rio Arriba County 

\ y Section 28 
^ Section 33 

S/2 
All 
W/2 

* Section 22 
Section 23 
Section 26 

Section 27 
Section 34 
Section 35 

SE/4 
Lots 1, 2, 3, 4, SW/4 (S/2) 
Lots 1, 2, 3, 4, 5, 6, 7, 8, 9, 10, 
11, 12, 13, 14, 15, 16 (All) 
E/2, SW/4 
E/2 
Lots 1 through l b , both Inclusive, 
( A l l ) 

containing 2,645.09 acres, more or less. 

Record interest of Texas, undivided f i v e - s i x t h i n t e r e s t 
therein subject to 5 per cent overriding royalty interest 
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O i l and Gas Leases, State Lands of New Mexico 

17- E-289-29 Lessee: Levi A. Hughes Dated May 2, 1945 

Township 27 North, Range 7 West, N.M.P.M., Rio 
-Arriba County 4 

^ / Section 36: SW/4 

containing 160.00 acres, more or less. 

Record i n t e r e s t of Texas, undivided f i v e - s i x t h i n t e r e s t 
therein, subject to 5 per cent overriding"royalty i n t e r 
est . 

18. E-290-28 Lessee: Levi A. Hughes Dated May 2, 1945 

"Township 27 North, Range 6 West, N.M.P.M., Rio 
Arriba County 

, ' J Sect-ion 16: W/2, W/2 SE/4, SE/4 SE/4 
vA Section 32: W/2 NE/4, SE/4 SW/4 

Township 27 North, Range 7 West, N.M.P.M., Rio 
Arriba County 

Section 36: E/2 SE/4 

containing 640.00 acres, more or less. 

Record i n t e r e s t of Texas, a l l , subject to 10 per cent 
overriding royalty i n t e r e s t on W/2, W/2 SE/4, SE/4 SE/4 
of Section 16, Township 27 North, Range 6 West, N.M.P.M. 

19. E-290-28 Lessee: Levi A. Hughes Dated May 2, 1945 

Township 27 North, Range 6 West, N.M.P.M., Rio, 
Arriba County 

flV Section 32: W/2 NW/4, NW/4 SW/4, E/2 NE/4, 
JC* SW/4 SW/4, SE/4 

Section 16: NE/4 

Township 27 North, Range 7 West, N.M.P.M., Rio 
Arriba County 

Section 36: N/2 NE/4, W/2 SE/4, NW/4 

• containing 880.00 acres, more or les3. 



Record interest of Texas, undivided five-sixth interest 
therein, subject to 5 per cent overriding royalty inter
est on W/2 SE/4, NW/4 of Section 36, Township 27 North, 
Range 7 West, N.M.P.M., and on E/2 NE/4, SW/4 SW/4, SE/4 
of Section 32 and NE/4 of Section 16, Township 27 North, 
Range 6 West, N.M.P.M. 

20. E-291-35 Lessee: Levi A. Hughes Dated May 2, 1945 

Township 26 North, Range 7 West, N.M.P.M., 
Rio Arriba County 

uT. . Section 2: SW/4 

containing 160 acres, more or less. 

Record interest of Texas, undivided five-sixth interest 
therein, subject to 5 per cent overriding royalty interest. 

21. E-291-35 Lessee: Levi A. Hughes Dated May 2, 1945 

. containing 160.68 acres, more or less. 

Record interest of Texas, a l l , subject to 5 per cent over
riding royalty Interest. 

22. E-6443-4 Lessee: A. E. Cathey Dated August 4, 1952 

Township 27 North, Range 6 West, N.M.P.M., 
.j, 1 Arriba County 

</ 
4 V Section 16: NE/4 SE/4 

Record Interest of Texas, a l l , subject to 5 per cent over
riding royalty interest on total production of oil and gas. 

Township 26 North, Range 7 West, N.M.P.M 
Rio Arriba County 

Section 2: Lots 3, 4, S/2 NW/4 

containing 40 acres, more or less. 



Fee Leases 

23. Lessor: Clifford A. Kaime Lessee: C. H. Nye 
Dated March 11, 19^0 

Township 27 North, Range 6 West, N.M.P.M., Rio 
Arriba County 

/ ——————— 

<S Section 22: E/2 NW/4, NE/4 SW/4, NW/4 SE/4 

containing ~l60."00 acres, more or less. 

Record interest of Texas, a l l , subject to 12|- per cent 
overriding royalty interest on t o t a l production of o i l 
and gas. 

Leases owned by Texas National Petroleum Co." committed 
to 28-6 Unit by 28-6 Unit Agreement dated May 27, 1953-

Federal Oil and Gas Leases Situated i n New Mexico 

1. Santa Fe 079049-C Lessee: D. A. MacPherson, Jr. 
Dated July 1, 1946 

Township 27 North, Range 6 West, N.M.P.M., Rio 
Arriba "County 

y 
Section 9: W/2 

containing 320.00 acres, more or less. 

Record interest of Texas, a l l , subject to 5 per cent over
riding royalty interest. 

2. Santa "Fe 079363 Lessee: Mike Abraham 
Dated August 1, 1948 

Township 27 North, Range 6 West, N.M.P.M., Rio 
Arriba County 

z Section 1 
A Section 10 

V1 Section 11 

Al l 
NE/4, W/2 SE/4, SW/4, SE/4 SE/4 
N/2, N/2 SE/4, SE/4 SE/4, SW/4 
SW/4 

Section 12: A l l 
Section 13: N/2, NE/- SE/4 : 

containing 2,560.42 acres, more or less. 

Record interest of Texas, undivided f i v e - s i x t h Interest 
therein, subject to 7i per cent overriding royalty Inter
est plus 3 per cent overriding royalty interest on N/2 of 
Section 1, SW/4, W/2 SE/4, SE/4 SE/4 Q f Section 10, SW/4 
SW/4 of Section 11, N/2 of Section 12. :,r.-i N/2, NE/4 SE/4 
of Section 13-



Santa Fe 079365 Lessee: Mike Abraham 
Dated August 1, 1948 

Township 2J_ North, Range o West, N.M.P.M., Rio 
Arriba County — 

. Section 13 
\X Section "14 

Section 15 
Section 24 

N/2 SW/4, SW/4 SW/4 
W/2, SE/4, SW/4 NE/4 
A l l 
W/2, W/2 SE/4, NE/4 SE/4 

containing 1,720.00 acres, more or less. 

Record i n t e r e s t of Texas, undivided f i v e - s i x t h i n t e r e s t 
therein, subject to 7? oer cent overriding r o y a l t y i n t e r 
est plus 3 per cent overriding royalty i n t e r e s t on N/2 
SW/4, SW/4 SW/4 of. Section 13, NW/4 of Section 14, and 
S/2 of Section 15- . . . . . . 

4. Santa Fe_• 079367-B- Lessee: Mike. Abraham 
" Dated August 1, 1948 

Township 27 North, Range 6 West, N.M.P.M., Rio 
• Arriba County 

J3 

Section 25 : W/2 > SE/4, W/2" NE/4 

containing 560.00 acres, more or less. 

Record i n t e r e s t of Texas, undivided f i v e - s i x t h i n t e r e s t 
therein subject to 10^ per cent overriding royalty i n t e r 
est . 

Oil and Gas Leases, State Lands of New Mexico 

5. E-290-28 Lessee: Levi A. Hughes Dated May 2, 1945 

Township 27 North, Range 6 West, N.M.P.M., Rio 
Arriba County 

V Section 2: L01- l (>"V4 »~?/1.) f L o t s 2 > 3, 4 
_V (NW/4 NE/4, N/2 WW/4), W/2 SW/4, 
" SE/4 

• containing 400.42 acres, more or less... 

Record i n t e r e s t of Texas, undivided f i v e - s i x t h i n t e r e s t 
therein, subject to 5 per cent overriding r o y a l t y i n t e r 
est on Lot 1, W/2 SW/4, SE/4. 
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C. Leases owned by Texas National Petroleum Co. committed to 
Blanco Development Contract (No. 1) dated November 28, 1951 

Federal Oil and Gas Leases Situated in New Mexico 

1. Santa Fe 078461 Lessee: Arne B. Filan " 
Dated October 1, 1947 

Township 27 North, Range 8 West, N.M.P.M., San 

i n 
^ Juan County 

Section 5: A l l 

containing 642.67 acres, more or less 

Record Interest of Texas, undivided five-sixth Interest 
therein, subject to proportionate part of 4 per cent over
riding royalty Interest. 

2. Santa Fe 078571 Lessee: S. Victor Day 
Dated May 1, 1948 

Township 27 North, Range 8 West, N.M.P.M., San 
4 Juan County 

^ Section J : A l l 

containing 640.44 acres, more or less. 

Record interest of Texas, undivided five-sixth interest 
therein, subject t' proportionate part of 5 per cent over
riding royalty interest. 

D. Leases owned by Texas National Petroleum Co. committed to 
Blanco Development Contract No. 5, dated December 10, 1956. 

Oil and Gas Leases, State Lands of New Mexico 

1. E-291-35 Lessee: Levi A. Hughes Dated May 2, 1945 

Township 26 North, Range 7 West, N.M.P.M., Rio 
Arriba County 

Section 36: E/2 

containing 320 acres, more or less. 

Record interest of Texas, undivided five-sixth interest 
therein,subject to 5 per cent overriding royalty inter
est . 
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E. Leases owned by Texas National Petroleum Co. committed to 
Huerfano Unit by Huerfano Unit Agreement dated July 29, 
1949. 

Oil and Gas Leases, State Lands of New Mexico 

1. E-2659-5 Lessee: Clinton C. Seymour 
Dated May 10, 1949 

Township 2J_ North, Range 10 Vest, N.M.P.M., San 
Juan County 

v

v Section 32: NW/4 

containing 160.00 acres, more or less. 

Record interest of Texas, a l l , subject to 5 per cent over
riding royalty interest on t o t a l production of o i l and gas. 

2. E-2659-8 Lessee: Clinton C. Seymour 

Township 27 North, Range 10 West, N.M.P.M., San 
Juan County 

/ / 
VJ Section 32: SW/4 

containing 160.00 acres, more or less. 

Record interest of Texas, a l l , subject to 5 per cent over
riding royalty interest on t o t a l production of o i l and 
gas. 

F. Leases owned by Texas National Petroleum Co. committed to 
28-7 Unit by 28-7 Unit Agreement dated November 18, 1952 

Oil and Gas Leases, State Lands of New Mexico 

1. E-290-28 Lessee: Levi A. Hughes Dated May 2, 1945 

Township 27 North, Range 7 West, N.M.P.M., Rio 
Arriba County 

v Section 2: Lots 1, 3, 4, SE/- NE/4, NE/4 SE/4, 
_. SW/4, SW/4 SE/4 

• containing 398.54 acres, more or less. 

Record interest of Texas, undivided five-sixth interest 
therein, subject to 5 per cent overriding royalty inter
est on Lots 3, 4, SW/4, SW/4 SE/4. 
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G. Leases owned by Texas National Petrole_m Co. not committed 
to any unit or development contract. 

Federal Oil and Gas Leases Situated i n New Mexico 

1. Santa Fe 079302-A Lessee: Otis Wetsel 
Dated April 1, 1948 

Township 26 North, Range 6 West, N.M.P.M., Rio 
Arriba County 

Section 20: N/2 NW/4, SW/4 NW/4, SW/4, SW/4 SE/4 

containing 320.00 acres, more or less. 

Record interest of Texas, undivided fiv e - s i x t h interest 
therein,., subject to 5 per cent overriding royalty Inter
est ...... "'-,'"..* .. 

Oil and Gas Leases, State Lands of New Mexico 

2. E-29I-35 Lessee: Levi A. Hughes Dated May 2, 1945 

Township 25 North, Range 6 West, N.M.P.M., Rio 
Arriba County 

Section 2: Lots 1, 2, 3, S/2 NE/4, SE/4 NW/4 

Township 26 North, Range 6 West, N.M.P.M., Rio 
Arriba County 

Section 32: NE/4, S/2 SW/4 
Section 36: S/2, E/2 NE/4, W/2 NW/4 

containing 961.33 acres, more or less. 

Record interest of Texas, undivided five-sixth Interest 
subject to 5 per cent overriding royalty Interest on S/2 
of Section 36, Township 26 North, Range 6 West; on Lots 
1, 2, S/2 NE/4 of Section 2, Township 25 North, Range 6 
West; on NE/4 of Section 32 and W/2 NW/4 of Section 36, 
Township 26 North, Range 6 West, N.M.P.M. 

3. E-290-28 Lessee: Levi A. Hughes Dated May 2, 1945 

Township 27 North, Range 6 West, N.M.P.M., Rio 
/ Arriba County 

-tV Section 36: E/2 SW/4, E/2, W/2 NW/4 

. containing 480.00 acres, more or less. 

Record Interest of Texas, undivided five-sixth interest 
subject to 5 per cent overriding royalty interest on E/2, 
W/2 NW/4 of Section 36. 
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Lease owned by W. C. McMahan, A. V. Jones and Homer R. Stasney 

Federal Oil and Gas Lease Situated In New Mexico 

Santa Fe 079360 Lessee: M. A. Romero Dated October 1, 1948 

Township 27 North, Range 7 West, N.M.P.M., Rio Arriba 
County 

/ Section 15: E/2 
^ Section 22: NE/4 

vy Section 23: N/2 

containing 800.00 acres, more or less. 

Record interest of W. C. McMahan, A. V. Jones and Homer R. 
Stasney, a l l , subject to 5 per cent overriding royalty Inter
est of total production of oil and gas. 



(_)/ ^Paso ^Ylalural (^ompanij 

K £ l £ P a s o , Q < * a 

March 9, 1959 

Amendment #7 to GLA 76 
Amendment #4 to GLA 77 
Amendment #1 to GLA 348 
Amendment #1 to GLA 350 

Texas National Petroleum Company 
902 South Coast Building 
Houston 2, Texas 

Hr. R. E. Beamon 
1303 Esperson Building 
Houston 2, Texas 

Gentlemen: 

This letter, when accepted by you in the space provided 
below, w i l l constitute an amendment to our Oil and Gas Lease Sale 
Agreements dated July 6, 1953, as previously amended, which agree
ments are recorded respectively in Book 16, Page 489, and Book 21, 
Pages 57-70 of the Deed Records of Rio Arriba County, New Mexico, 
reference to said agreements, as amended, and the record thereof 
i s here made for a l l purposes. 

This letter w i l l also constitute an amendment to our Oil 
and Gas Lease Sale Agreements dated July 29, 1958 and August 5, 
1958, respectively, which agreements are recorded respectively in 
Book , Page , and Book , Page of the Deed Records 
of Rio Arriba County, New Mexico, reference to said agreements and 
the record thereof i s here made for a l l purposes* 

You agree that the Pictured C l i f f s and Mesaverde develop
ment obligations imposed upon E l Paso Natural Gas Company under the 
aforesaid Oil and Gas Lease Sale Agreements dated July 6, 1953, as 
amended, are extended from July 4, 1961 and August 8, 1961 until De
cember 31, 1962. You grant this extension of time in consideration 
for our agreeing to d r i l l on the lands subject to said agreements, 
eight (8) wells during the calendar year 1959 to test the Dakota For 
mation (which wells may be dually completed in shallower producing 
sands). 
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Toxns National Potroluum Company 
Mr. It. _. Beamon" v -2- March 9, 1959 

We agree that the development obligations imposed,upon us 
under the aforesaid Oil and Gas Leaso Sale Agreements dated July 29, 
1958 and August 5, 1958, respectively, are shortened by one year, or 
until July 1, 1960. 

1 I t i s understood that in a l l other respects, the above de
scribed Oil and Gas Lease Sale Agreements as heretofore amended, and 
as herein modified, w i l l remain unchanged and in f u l l force and effect. 

Very truly yours, 

EL PASO NATURAL GAS COMPANY 

ACCEPTED AND APPROVED THIS ; 

DAY OF h ? . , 1959. 
./ 

TEXAS NATIONAL PETROLEUM COMPANY 

EL PASO NATURAL GAS PRODUCTS COMPANY 

By -X• A I S ( ( / ( /•/;:., 
Vice ^President . / 

-iL 
ACCEPTED AND APPROVED THIS 2-0 

DAY OF \ ( A J H M , 1959. 

/>y By—Z^^'-J J^rt«*^*^n^^ 

m R. E . BEAMON 



SECOND AMENDMENT OF r , h . v f l 
OIL AND~GAS LEASE SALE AGFQ1EMENT ^ h 

THIS AMENDMENT, mad- and entered into this l8th 

day of September , 1959, by and between TEXAS NATIONAL 

PETROLEUM CO., a Delaware Corporation, whose mailing address 

i s 902 South Coast Life Building, Houston 2, Texas, W. C. 

McMAHAN and wife, BERYL B. McMAHAN, whose mailing address i s 

1923 Bank of the Southwest Building, Houston 2, Texas, A. V. 

JONES and wife, NELLIE JONES, whose mailing address i s Albany, 

Texas, and HOMER R. STASNEY and wife, ESKA GAGE STASNEY, whose 

mailing address I s Albany, Texas, (herelnafer collectively 

referred to as "Texas"), EL PASO NATURAL GAS COMPANY, a Delaware 

corporation, whose mailing address i s Post Office Box 1492, 

El Paso, Texas, (hereinafter referred to as "El Paso"), and EL 

PASO NATURAL GAS PRODUCTS COMPANY, a Texas corporation, whose 

mailing address i s Post Office Box 1161, E l Paso, Texas, (here

lnafer referred to as "Products Company"); 

W I T N E S S E T H : 

WHEREAS, Texas, El Paso, and Products Company made 

and entered into that certain O i l and Gas Lease Sale Agreement 

dated July 29, 1958, recorded i n Book , pages , of 

the Deed Records of Rio Arriba County, New Mexico, reference to 

said Agreement and the record thereof here made f o r a l l purposes 

and 

WHEREAS, said Texas, El Paso, and Products Company 

amended said Agreement by that certain F i r s t Amendment to O i l 

and Gas Lease Sale Agreement dated March 9, 1959, to provide 
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for the shortening of the time within which E l Paso i s obli

gated to discharge certain development obligations as described 

therein; and 

WHEREAS, said Texas, E l Paso, and Products Company 

desire to modify and amend the Oil and Gas Lease Sale Agreement 

dated July 29, 1958, by this Second Amendment of Oil and Gas 

Lease Sale Agreement to ( l ) correct the numbering of certain 

a r t i c l e s of said Agreement, (2) redefine the term "date of 

completion" as the same appears in Article V I I A. of said Agree

ment, (3) provide for the "workover" of any gas well covered 

by said Agreement, (4) redefine the term "date of completion" 

as the same applies to a gas well drilled and completed as a 

dual well under said Agreement, and (5) provide for the treat

ment of a gas well drilled and completed as a dual well under 

said Agreement with respect to the penalty to be paid by E l 

Paso for failure to connect each commercial gas well d r i l l e d 

and completed on lands covered by said Agreement; 

NOW, THEREFORE, f o r and i n consideration of the pre

mises, the mutual agreements herein contained and other good 

and valuable consideration, the receipt and sufficiency of 

which are hereby acknowledged and confessed, Texas, El Paso, 

and Products Company have agreed and do agree as follows: 

1. A r t i c l e s IX, X, XI, X I I , X I I I , XIV and XV of the 

o r i g i n a l Agreement are hereby amended by renumbering the same 

V I I I , IX, X, XI, X I I , X I I I and XIV, respectively. 

2. A r t i c l e V I I A. of the o r i g i n a l Agreement l s 

hereby amended and modified as follows: 
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a. The word "deliverability" i s deleted from 

the second sentence of the f i r s t paragraph thereof and there 

i s substituted, in lieu thereof, the words "i n i t i a l potential." 

b. The following paragraphs are abided after the 

f i r s t paragraph thereof: 

"It i s agreed by Texas, El Paso, and Products 

Company that El Paso has the right to workover any gas 

well or wells covered by this Agreement which in El 

Paso's sole Judgment may require such treatment. El 

Paso shall not be obligated to take gas from any such 

well or wells during the period of time workover 

operations are being conducted. 

The term "date of completion," when applied to a 

gas well drilled and completed as a dual well under the 

terms of this Agreement, shall mean the date on which 

the i n i t i a l potential test required by the State of 

New Mexico as to any gas well is finished as to the 

zone or horizon in which the well was last completed." 

2. Article VII B. of the original Agreement is 

hereby amended by deleting the period appearing at the end of 

the f i r s t paragraph thereof and adding to the paragraph the 

following: 

"; and, provided further, that for purposes of this 

Article VII B. any gas well drilled and completed as 

a dual well under the terms of this Agreement shall be 

considered as two wells." 

-3-
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In a l l other respects, said original Oil and Gas 

Lease Sale Agreement as heretofore and hereby amended and modi

fied is ratified, confirmed and declared to bê  in ful l force 

and effect. 

IN WITNESS WHEREOF, the parties have executed this 

instrument on the daly and year f i r s t hereinabove stated to 

become effective 

ATTEST: 

Ann la-bant Secretary 

ATTS^T^ 

Assistant Secretary 

CEST: 

Assistant Secretary 

/ , 1959. 

TEXAS NATIONAL PETROLEUM CO. 

President 

/fw>^ /§ fin? 7T)ZAA-U 
_eryl B. McMahan 

40 St 

7A~~Z Jones 

Nellie J#nes 

Homer "R. Stasney V 

-r _ _ * j l / V l — — I 

Eska Gag* Stasney V GAS COMPANY 

EL PASO NATURAL GAS PRODUCTS 
COMPANY ; 

By: O^-r . ,^: ( • i^vv^Xuv^ 
V_b_e President 
AtlL'tney-In-Fâi 
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THE STATE OF TEXAS 

COUNTY OF ^-s*-

The foregoing instrument was acknowledged before me 
this /S /ZC day of J & ^ & ^ A ^ > 1959, by 

j Z M z Z Z r f & J Z £ 7 ^ ^ ^ ' President of TEXAS 
NATIONAL^TROLEUM^^r, a Delaware corporation, on behalf of 
said Corporation. 

WITNESS my hand and official seal. / 

Notary Publjlc In and for 
ZSiZJLt^r'^ County, Texas 

My Commission Expires: 

a-/-*/ 
THE STATE OF TEXAS 

COUNTY OF l^WvU 

The foregoing Instrument was acknowledged before me 
this i _ day of g k - S j ^ ^ 1959, by W. C. McMAHAN and 
BERYL B. McMAHAN, his wile . 

\ WITNESS my hand and o f f i c i a l seal . 

Notary Public in and for * 
\$ , County, Texas 

My Commission Expires: MILDRED E. DAUGHERTY 
Notary Public. Harris County, Tex—I 

THE STATE OF TEXAS 6 

COUNTY OF J^^//5?/^Z? J 

The foregoing instrument was acknowledged before me 
this day of pct/oles- 1959, by A. V. JONES and 
NELLIE JONES, his wife. 

WITNESS my hand and o f f i c i a l seal. 

Notary Public i n and for 
JC/̂ -vfe/_b/̂ i? County, Texas 

My Commission Expires: 

/ -
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THE STATE OP TEXAS 

COUNTY OP «•«"<: "nJfcfi d 

The foregoing Instrument was acknowledged before me 
this / Q day of , 1959, by HOMER R. STASNEY 
and ESKA GAGE STASNEY"" his wife. 

WITNESS my hand and o f f i c i a l s ea l . 

\ibiic in s 
My Commission Expires: 

THE STATE OF TEXAS 

COUNTY OF EL PASO 

and for 
ounty, Texas 

this 
The foregoing instrument was acknowledged before me 

day of (L e tt. , 1959, by n*». HD,ELL 

, Vice-President of EL PASO NATURAL GAS COMPANY, jmonwtv • IN - rte.i 

a Delaware corporation, on behalf of said Corporation. 

WITNESS my hand and official seal. 

My Commission Expires: 
M. 8. IVEY 

Mol t r i Public I . «nd tor El Pno Count». Te»«< 

Mr Commission Expires June I , 196! 

THE STATE OF TEXAS 

COUNTY OF EL PASO 

Notary Public fin and for 
El Paso County, Texas 

The foregoing instrument was acknowledged before me 
this day of $<^CZI~4^L-J-^ , 1959, by Roland L. Harobllo 

AUomey-in-fact , V^e^ P^ealOejat of EL PASO NATURAL GAS" PfiODUCTS 
COMPANY, a Texas corporation, on behalf of said Corporation. 

WITNESS my hand and official seal. 

My - Commission Expires: 
VARY T. SAXON 

Wll«ar» PuMli- In »n<i Inr Fl P » . f nnnlv T ,» .« 

Mr Commission E>pires June I , 1061 

Notary Public in and for 
El Paso County, Texas 
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March 9,- 1959 

Amendment #7 to 
Amendment #4 to 
Amendment #1 to 
Amendment i f l to 

GLA 
GLA 
GLA 
GLA 

76 
77 
348 
350 

Texas National Petroleum Company 
902 South Coast Building 
Houston.2, .Texas _ .... . 

Mr. R. E. Beamon 
1303 Esperson Building 
Houston 2, Texas 

Gentlemen: 

This l e t t e r , when accepted by you i n the space provided 
below, w i l l constitute an amendment to our O i l and Gas Lease Sale 
Agreements dated July 6, 1953, as previously amended, which agree
ments are recorded respectively i n Book 16, Page 489, and Book 21, 
Pages 57-70 of the Deed Records of Rio Arriba County, New Mexico, 
reference to said agreements, as amended, and the record thereof 
i s here made f o r a l l purposes. 

This l e t t e r w i l l also constitute an amendment to our O i l 
and Gas Lease Sale Agreements dated July 29, 1958 and August 5, 
1958, respectively, which agreements are recorded respectively i n 
Book , Page , and Book , Page of the Deed Records 
of Rio Arriba County, New Mexico, reference to said agreements and 
the record thereof i s here made f o r a l l purposes. 

You agree that the Pictured C l i f f s and Mesaverde develop
ment obligations imposed upon El Paso Natural Gas Company under the 
aforesaid O i l and Gas Lease Sale Agreements dated July 6, 1953, as 
amended, are extended from July 4, 1961 and August 8, 1961 u n t i l De
cember 31, 1962. You grant t h i s extension of time i n consideration 
f o r our agreeing to d r i l l on the lands subject to said agreements, 
eight (8) wells during the calendar year 1959 to test the Dakota For 
mation (which wells may be dually completed i n shallower producing 
sands). 



Texas National Petroleum Company 
Mr. 11. l i . Beamon -2- March 9, 1909 

We agree that the development obligations imposed upon us 
under the aforesaid Oil and Gas Lease Sale Agreements dated .July 29, 
195S and August 5, 1958, respectively, are shortened by one year, or 
until July 1, 1960. 

I t i s understood that in a l l other respects, the above de
scribed Oil and Gas Lease Sale Agreements as heretofore amended, and 
as herein modified, w i l l remain unchanged and in f u l l force and effect. 

Very truly yours, 

EL PASO NATURAL GAS COMPANY 

ACCEPTED AND APPROVED THIS ; > 

DAY OF ( U , 1959. 

TEXAS NATIONAL PETROLEUM COMPANY 

EL PASO NATURAL GAS PRODUCTS COMPANY 

By ^PJ^P^J rf ~?()r, 

-iL 
ACCEPTED AND APPROVED THIS 2-0 

DAY OF V(AJJ(M , 1959. 

R. E. BEAMON 



V. 

OIL AND GAS LEASE SALE AGREEMENT 

dated 

between 

EL PASO NATURAL GAS COMPANY and 
EL PASO NATURAL GAS PRODUCTS COMPANY 

and 

R. E. BEAMON 



c. \ r 
G .L.A. 

OIL AND GAS LEASE SALE AGREEMENT °-L-A- —14_ 

THIS AGREEMENT is made and entered into this S** day of 

A U&o s T > 1958, by and between R. E. BEAMON, an individual, 

whose mailing address is 346 Esperson Building, Houston 2, Texas, 

(hereinafter referred to as "Beamon"), and EL PASO NATURAL GAS COM

PANY, a Delaware corporation, whose mailing address is Post Office 

Box 1492, El Paso, Texas, (hereinafter referred to as "El Paso"), 

and EL PASO NATURAL GAS PRODUCTS COMPANY, a Texas corporation, 

whose mailing address is Post Office Box 1161, El Paso, Texas, 

(hereinafter referred to as "Products Company"), 

W I T N E S S E T H : 

WHEREAS, pursuant to Oil and Gas Lease Sale Agreement dated 

July 6, 1953, between R. E. Beamon and El Paso Natural Gas Company, 

as heretofore amended by three Amendments of Oil and Gas Lease 

Sale Agreement .^ted February 24, 1954, March 1, 1955, and 

, 1958, respectively, (hereinafter referred to as 

"Original Agreement"), El Paso Is the owner of the gas rights from 

the surface to the base of the Mesaverde Formation i n those certain 

o i l and gas leases covering lands located In San Juan and Rio 

Arriba Counties, New Mexico, (hereinafter referred to as "said 

leases" and "subject lands"), which said leases covering subject 

lands are described i n Exhibit "1" attached hereto and made a part 

hereof, and the production of gas from the surface to the base of 
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the Mesaverde Formation l y i n ^ i n and under subject lands i s sub-

Ject to a l l of the terms and provisions of said Original Agreement; 

and 

WHEREAS, pursuant to said Original Agreement, Beamon i s the 

owner of certain i n t e r e s t s l n o i l to a l l depths and gas below the 

base of the Mesaverde Formatio'n i n said leases covering. subject 

lands, as described i n Exhibit " 1 " attached hereto; and 

WHEREAS, cert a i n of subject lands and o i l and gas leases cov

ering subject lands have been committed to and are subject to the 

terms and provisions of the Rincon Unit Agreement dated June 1, 

1951, Huerfano Unit Agreement dated July 29, 19^9, San Juan 28-6 

Unit Agreement dated May 27, 1953, San Juan 28-7 Unit Agreement 

dated November 18, 1952, Blanco Development Contract (No.1) dated 

November 28, 1951, and Blanco Development Contract No. 5 dated 

December 10, 1956, as specified i n said Exhibit " 1 " , and a l l o b l i 

gations f o r the development of o i l and gas are governed by the ap

pl i c a b l e provisions of said Unit Agreements and Development Con

t r a c t s Insofar as said Unit Agreements and Development Contracts 

apply to subject lands and o i l and gas leases covering subject 

lands which are committed thereto; and 

WHEREAS, Beamon desires to s e l l and El Paso desires to buy a l l 

of Beamon's Inte r e s t , as such i n t e r e s t i s hereinafter defined, i n 

said leases to explore f o r , produce and market gas and gas l i q u i d s 

from zones and/or formations below the base of the Mesaverde Forma

t i o n l y i n g i n and under subject lands, f o r the considerations and 

upon the terms and conditions hereinafter provided; and 
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WHEREAS, Beamon desires to s e l l and Products Company desires 

to buy a l l of Beamon's in t e r e s t i n said leases to explore f o r , pro

duce and market o i l from subject lands, f o r the considerations and 

upon the terms and conditions hereinafter provided; 

NOW, THEREFORE, f o r and i n consideration of the premises and 

of the mutual covenants and agreements hereinafter contained, the 

receipt and su f f i c i e n c y of which are mutually confessed, Beamon, 

El Paso and Products Company agree as follows: 

ARTICLE I 

Definitions 

The f o l l o w i n g d e f i n i t i o n s s h a l l be applicable to t h i s Agree

ment : 

The term "day" sha l l mean a period of twenty-four (24) consecu

t i v e hours beginning and ending at seven (7) o'clock a.m. Mountain 

Standard Time. 

The term "month" sh a l l mean a period commencing at seven (7) 

o'clock a.m. Mountain Standard Time on the f i r s t day of any calen

dar month and ending at seven (7) o'clock a.m. Mountain Standard 

Time on the f i r s t day of the next succeeding calendar month. 

The term "year" means a period of twelve (12) months beginning 

at seven (7) o'clock a.m. Mountain Standard Time on the f i r s t day 

of January of any calendar year and ending at seven (7) o'clock a. 

m. on the f i r s t day of January of the next succeeding .calendar year. 

The term " o i l " s h all mean crude o i l and l i q u i d hydrocarbons 

having a g r a v i t y of 50 or less A.P.I, which exist i n a l i q u i d phase 
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i n a reservoir and which can be recovered at the well by use of 

conventional separators and In a manner consistent with usual and 

ordinary o i l and gas f i e l d production practices. 

The term "gas" shall mean natural gas, casinghead gas and a l l 

contents thereof not included within the foregoing d e f i n i t i o n of 

o i l . 

The term " o i l well" shall mean any well which i s or would be 

classified as an o i l well under presently existing rules of New 

Mexico Oil Conservation Commission relating to such classifica

tions . 

The term "gas well" shall mean any well which i s or would be 

classified as a gas well under presently existing rules of New 

Mexico Oil Conservation Commission relating to such classifica

tions . 

The term "lease" means the conventional gas lease or o i l and 

gas lease under which the lessee has the right to produce and market 

gas (except casinghead gas i n some cases) and/or o i l and gas from 

the lands covered thereby, the l i f e of which i s for a stated number 

of years and as long thereafter as o i l or gas ls produced i n paying 

quantities, and the term "lease" shall also include applications 

for leases, options to acquire leases and agreements e n t i t l i n g one 

party to dispose of gas produced from leases. 

The term "Beamon's interest" means the percentage or net i n 

terest owned by Beamon i n leases after deducting royalties, over

riding royalties carried and other interests ln o i l and gas encum

bering said interest. 
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The term "mcf" means one thousand (1,000) cubic f e e t . 

The term "PSIG" means pounds per square inc;i gauge. 

The term "open flow capacity" means the a b i l i t y or capacity 

of a natural gas well to produce natural gas f o r a period of twenty-

four (24) hours as determined by the most recent open flow t e s t 

conducted by the parties hereto by flowing the \. J 1 wide open 

against no back pressure f o r a period of s i x (6) consecutive hours 

a f t e r i t has been shut i n f o r a period of at least seventy-two (?2) 

consecutive hours, and computing the open flow capacity from center 

impact readings taken by means of a Pit o t tube I n accordance with 

the Walter Reid formula or conducted i n such other manner as may 

be agreed upon between the p a r t i e s . 

The term "subject lands" means a l l lands covered by Beamon's 

leases as described i n Exhibit " l " hereof. 

The term "overriding r o y a l t y " as applied to Beamon's i n t e r e s t 

i n gas means the r i g h t to receive a cer t a i n portion of production 

or payment out of production free and clear of any cost, expense, 

charge, deduction or tax levied on production, severance or trans

p o r t a t i o n . 

ARTICLE I I 

Leases Being Sold 

Beamon represents and warrants that i t owns or has the r i g h t 

to acquire the percentage of the production of o i l to a l l depths 

and ^as below the base of the Mesaverde Formation l y i n g - i n and 

under subject lands covered by said leases more f u l l y shown and 
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described in'" Exhibit " 1 " hereto, subject to tne provisions of A r t i 

cle I I I hereof, and El Pasor and Products Company shall not be re

quired to examine Beamon's t i t l e to said leases; provided, however, 

that immediately a f t e r execution of t h i s Agreement, Beaton s h a l l 

f u r n i s h to Products Company f o r i t s f i l e s copies of a l l Beamon's 

records concerning o i l operations applicable to said leases. 

Subject to the terms and provisions of t h i s Agreement, Beamon 

agrees to s e l l and deliver to El Paso, and El Paso agrees to pur

chase from Beamon and pay f o r the e n t i r e working i n t e r e s t of Beamon, 

free and clear of l i e n s , but subject to the terms of Gas Purchase 

Contracts dated December 16, 1953, (covering the Rincon Unit No. 1 

well described hereinbelow) and Gas Purchase Contract dated 

January 22, 1958, (covering the Rincon Unit No. 57 well described 

hereinbelow) between El Paso and Beamon, providing f o r the sale of 

gas produced therefrom, as and I n the manner hereinafter set f o r t h , 

i n each and a l l of said leases covering subject lands insofar as 

such i n t e r e s t pertains to the r i g h t to explore f o r and produce gas 

from zones and/or formations below the base of the Mesaverde Forma

t i o n . 

Subject to the terms and provisions of t h i s Agreement, Beamon 

agrees to s e l l and del i v e r to Products Company, and Products Company 

agrees to purchase from Beamon and pay f o r the en t i r e I n t e r e s t of 

Beamon, free and clear of lie n s and i n the manner hereinafter set 

f o r t h , i n each and a l l of the said leases covering subject lands 

insofar as such i n t e r e s t pertains to the r i g h t to explore f o r and 

to produce o i l from a l l depths. 
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The sale of leases provided f o r above shall include not only 

the said leases of Beamon, but also Beamon's in t e r e s t i n two (2) gas 

wells sold to El Paso hereunder producing from the Dakota Forma

t i o n (described as the Rincon Unit Nos. 1 and 57 located i n the 

SE/4 of Section 30, Township 27 North, Range 6 West, N.M.P.M., and 

the NE/4 of Section 1, Township 26 North, Range 7 West, N.M.P.M., 

resp e c t i v e l y ) , three (3) o i l wells sold to Products Company hereun

der producing from the Tocito Formation (described as the Rincon 

Unit Nos. 6, 11 and 20 and located i n the SE/4 SE/4, SE/4 SW/4 and 

SE/4 NW/4 of Section 6, Township 26 North, Range 6 West, N.M.P.M., 

respe c t i v e l y ) , the well structures u t i l i z e d by Beamon l n the opera

t i o n of sueh wells and a l l casing, f i t t i n g s , appurtenances and per

sonal property located on subject lands pertaining t o , attached to 

or used i n connection with such wells. 

ARTICLE I I I 

Exceptions and Reservations 

In the various said o i l and gas leases of Beamon, assignments 

thereof and other instruments and documents pertaining thereto, 

there are excepted and reserved to or assigned f o r the benefit of 

the various lessors, assignors and others, c e r t a i n r o y a l t i e s , over

r i d i n g r o y a l t i e s and other r i g h t s and i n t e r e s t i n , to and con

nected with o i l , gas and other minerals produced from and under 

said leases, reference being here made to a l l sjch leases, assign

ments, instruments and documents f o r a more p a r t i c u l a r description 

of the terms thereof. The o b l i g a t i o n of Beamon to s e l l and deliv e r 

said leases to El Paso and Products Company hereunder i s made 
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expressly subject to a l l such royalties, overriding royalties and 

other rights and interest so excepted, reserved or assigned. 

In addition to the overriding royalties and outstanding Inter

ests specified i n the f i r s t paragraph of thi s Article I I I , Beamon 

hereby excepts from this Agreement and reserves and retains unto 

i t s e l f and i t s successors and'assigns, or to person(s) whom Beamon 

may designate, on Beamon's Interest sold hereunder the following: 

A.l. An overriding royalty on Beamon's interest l n a l l gas pro

duced and saved from gas wells not commuted to a unit area located 

on the subject lands being sold herein and, as to gas wells com

mitted to a unit agreement, an overriding royalty on Beamon's inter 

est l n a l l gas produced and saved (except gas used on the unit or 

otherwise used f o r purposes which do not require the payment of 

royalty on such gas under the provisions of the basic lease i n 

volved) from unit land and allocated to subject lands l n unit3 l n 

which said leases and subject lands have been or hereafter are com

mitted as follows: 

(1) 60 per mcf on a l l such gas produced and saved dur
ing the period beginning July 1, 1958, and ending 
September 1, i960. 

(2) 70 P e r m c f o n a l l such gas produced and saved dur
ing the period beginning September 1, i960, and end
ing January 1, 1964. 

(3) 8/ per mcf on a l l such gas produced and saved dur
ing the period beginning January 1, 1964, and end
ing January 1, 1965-

(4) 90 per mcf on a l l such gas produced and saved dur
ing the period beginning January 1, 1965, and end
ing January 1, 1968. 
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(5) 10/ per mcf on a l l such gas produced and saved dur

ing the period beginning January 1, 1968, and end
ing January 1, 1969. 

(6) Not less than 10/ per mcf on all such gas produced 
and saved after January 1, 1969. zi-

2. An overriding royalty on Beamon's int e r e s t i n a l l casing 

head, gas produced and saved from o i l wells not committed to a unit 

area on the subject lands being sold herein and, as to o i l wells 

committed to a uni t agreement, an overriding royalty on Beamon's i n 

ter e s t i n a l l casinghead gas produced and saved (except casinghead 

gas used on the uni t or otherwise used f o r purposes which do not 

require the payment of royalty on such gas under the provisions of 

the basic lease included) from or allocated t o leases i n units i n 

which the said leases and subject lands have been or hereafter are 

committed, free and clear of a l l development and operating costs 

but subject to t h e i r share of mineral ad valorem taxes and taxes 

on and measured by such production, as fo l l o w s : 

(1) Above the top of the Dakota Formation: 

An overriding r o y a l t y i n the amount of 33-1/3 per 
cent. 

(2) Below the top of the Dakota Formation: 

An overriding royalty of 25 per cent. 

El Paso s h a l l make payment to Beamon f o r a l l casinghead gas 

produced and saved from the leases being sold herein applicable to 

Beamon's net i n t e r e s t therein based on the market value at the well 

head of such casinghead gas as provided i n El Paso's contracts 

with other producers f o r the purchase of casinghead gas from the 

same formation. Payment f o r a l l such casinghead gas produced from 

the Gallup Formation l y i n g i n and under subject lands s h a l l be 
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based on the provisions of El Paso's standard contract f o r the pur

chase of casinghead gas produced i n the B i s t i area of New Mexico (a 

copy of which contract Beamon by the execution of t h i s Agreement ac

knowledges r e c e i p t ) . 1 

3. The overriding r o y a l t i e s payable under 1. and 2. of 

t h i s Paragraph A sha l l be determined from volumes of gas computed 

as provided i n Paragraph B of t h i s A r t i c l e I I I and s h a l l be i n ad

d i t i o n to the overriding r o y a l t y on extracted l i q u i d s described i n 

Paragraph D of t h i s A r t i c l e I I I . 

B. The volumes of gas, upon which the overriding r o y a l t i e s 

described i n Paragraphs A and C of t h i s A r t i c l e I I I s h a l l be paid, 

s h a l l be computed upon a pressure base of 15-025 pounds per square 

inch absolute and at a temperature base of 60 degrees Fahrenheit, 

and s h a l l be otherwise computed i n accordance with the specifica

tions prescribed l n Gas Measurement Committee Report No. 2, dated 

May 6, 1935, of the Natural Gas Department of the American Gas As

sociation, including the appendix thereto and subsequent amendments 

and appendices from time to time made. Proper corrections s h a l l 

be made f o r deviation from Boyle's Law, the specific g r a v i t y and 

the flowing temperatures of the gas produced hereunder. Proper de

duction s h a l l be made from such volumes f o r gas used l n develop-

ment and operation of the subject lands and f o r loss due to shrink

age by reason of extraction of hydrocarbons from such gas. 

C. The overriding royalty specified i n Paragraph A . l . (6) of 

t h i s A r t i c l e I I I s h a l l l n no event be less than the amount stated 

therein but s h a l l be arrived at as follows : Approximately ninety 

(90) days p r i o r to January 1, 19^9, the parties snail attempt to 

agree upon the amount of such overriding royalty f o r the next f i v e -
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v. V 

year period-. I f the parties agree upon such overriding r o y a l t y , 

then such amount shall be the overriding royalty to be received by 

Beamon hereunder f o r such period. I f the parties cannot agree upon 

such amount, then such amount sh a l l be determined by a : lboard of ar

b i t r a t o r s to be appointed as provided l n A r t i c l e X hereof. The 

board of a r b i t r a t o r s , l n determining the amount of such overriding 

r o y a l t y , s h a l l base t h e i r decision on the then value of such gas 

at the wellhead, considering only q u a l i t y and pressure of gas, ag

gregate quantity of delivery and the then current f i e l d prices (of 

then newly negotiated contracts) of gas i n other f i e l d s connected 

to or i n the area of any of El Paso's pipe lines or gathering sys

tems or of any pipe l i n e system to which any of El Paso's pipe

l i n e s or gathering systems are then connected and such other d i 

r e c t l y related pertinent factors which said board s h a l l deem proper 

to consider i n order to f a i r l y determine the amount of such over

r i d i n g r o y a l t y . The overriding royalty reserved by Beamon i n Para

graph A . l . (6) of t h i s A r t i c l e I I I s h a l l be determined f o r each 

five-year period a f t e r January 1, 197^, l n l i k e manner to that pro

vided above f o r the five-year period next following January 1, 1969, 

but i n no event s h a l l the amount of such overriding royalty be 

less than 10/ per mcf. 

D. An overriding royalty i n the amount of 33-1/3 per cent on 

Seamen's interest I n a l l l i q u i d hydrocarbons which may be recovered 

or extracted from gas produced from said leases and subject lands 

being sold herein, free and clear of a l l development and operating 

costs, but subject to i t s share of mineral ad valorem taxes and 

taxes on and measured by such production. At Beamon's option El Paso 

sha l l d e l i v e r to E^amon such overriding royalty 1" kind or shall pay 
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to Beamon the f a i r market value thereof i n cash; provided, however, 
V 

"fc 

that i f El Paso shall desire to contract f o r the sale of any such 

l i q u i d hydrocarbons over a period of years, i t s h a l l n o t i f y Beamon 

of the price, terms and conditions of such proposed contract and, 

wi t h i n t h i r t y (30) days a f t e r the receipt of such notice, Beamon 

shal l elect e i t h e r to Join i n such contract or to take dn kind i t s 

share of the l i q u i d hydrocarbons to which such contract rela t e s , 

f o r the en t i r e term of such contract. During a l l periods when l i q 

u i d hydrocarbons are not recovered or extracted from gas produced 

from Beamon's in t e r e s t i n said o i l and gas leases covering subject 

lands by El Paso i n a plant f o r extraction of such l i q u i d s , El Paso 

sh a l l pay.to Beamon l n cash the estimated value of 33-1/3 per cent 

of a l l l i q u i d s produced with or contained i n gas produced from said 

leases being sold herein and applicable to Beamon's Interest therein 

regardless of whether such l i q u i d s are extracted from the gas. I f 

the parties are unable to agree upon such estimated value, then the 

amount thereof shall be determined by a r b i t r a t i o n as provided I n 

A r t i c l e X hereof. El Paso agrees that l t w i l l endeavor at a l l 

times to e f f i c i e n t l y operate a plant l n the said San Juan Basin 

f o r the extraction of such l i q u i d s . El Paso agrees to conduct a l l 

of i t s operations l n such manner as to reasonably and economically 

conserve and ul t i m a t e l y recover the maximum amount of l i q u i d s rea

sonably and economically recoverable from said gas. 

E. An overriding royalty on Beamon's int e r e s t i n a l l o i l pro

duced and saved from o i l wells not committed to a un i t area located 

on the subject lands being sold herein, and as to o i l wells com

mitted to a un i t agreement, an overriding royalty on Beamon's Intere 
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i n a l l o i l produced and saved from unit lands and allocated to sub-
V. 

Ject lands i n units i n which said leases and subject lands have 

been or hereafter are committed, free and clear of a l l development 

and operating costs but subject to the i r share of mineral ad 

valorem taxes and taxes on and measured by such production, as f o l 

lows : 

(1) Above the top of the Dakota Formation: 
An overriding royalty i n the amount of 33-1/3 per 
cent. 

(2) Below the top of the Dakota Formation: 

An overriding royalty i n the amount of 25 per cent. 

At Beamon's option Products Company shall deliver to Beamon such 

overriding royalties described i n subparagraphs ( l ) and (2) above 

l n kind; provided, however, that should Beamon f a i l to make such an 

election, Products Company may from time to time dispose of Beamon's 

share of such o i l on a temporary basis and account to Beamon there

for at the same price as is received by Products Company for i t s 

share of the o i l marketed from said leases covering subject lands. 

Notwithstanding any provisions of this paragraph, Products Company 

may from time to time purchase Beamon's share of the o i l produced and 

saved from said leases covering subject lands, paying the market 

value at the wellhead therefor prevailing for the f i e l d where pro

duced on the date of purchase. 

F. Regardless of the depth from which production i s obtained, 

whenever a well i s classified as a gas well and the production of 

o i l i s incidental to gas production, the overriding royalty payable 

on Beamon's Interes* in. such o i l w i l l be 33-1/3 per cent. 



G. I t is understood that the United States Department of the 

Interior presently may not approve reservations of the overriding 

royalties described i n this Article I I I as to federal public domain 

unless such overriding royalties on any particular lease from which 

the average production per well per day i s , as to o i l , f i f t e e n bar

rels or less, and, as to gas, 500 mcf or less, are converted to a 

working interest i n accordance with the conditions specified i n 43 

C.F.R. 192.83. I t i s agreed therefore that Beamon shall i n the re

spective assignments to El Paso and Products Company containing i t s 

reservation of such overriding royalties on federal public domain 

provide for the suspension of such overriding royalties during a l l 

periods of time, and only during such periods, such section of the 

Code of Federal Regulations requires such suspension. In the event 

suspension of the overriding royalties as specified above i s re

quired to conform to the provisions of 43 C.F.R. 192.83, then upon 

such suspension Beamon shall receive a working interest producing 

the same revenue. 

ARTICLE IV 

Price of Wells 

At the time of closing provided for i n Article IX hereof, El 

Paso shall pay to Beamon i n cash an amount equal to Two Hundred 

Fi f t y Thousand Dollars ($250,000.00) for the two gas wells de

scribed l n Article I I hereof, and Products Company shall pay to 

Beamon i n cash an amount equal to One Hundred F i f t y Thousand Dol

lars ($150,000.00) for the three o i l wells described in said A r t i 

cle I I . In any instance where Beamon does not own a l l of a 



p a r t i c u l a r well, the purchase price thereof shall be reduced pro-

portlona t e l y . 

ARTICLE V -

Payment of Overriding Royalties 

. El Paso and Products Company, as to each of t h e i r respective 

i n t e r e s t s purchased hereunder only, assume and agree to pay as and 

when the same sha l l become due and payable a l l outstanding r o y a l t y , 

overriding r o y a l t y , carried and other in t e r e s t s under leases herein 

sold applicable to a l l gas, o i l and other hydrocarbons produced and 

saved by El Paso and Products Company from each of t h e i r respective 

i n t e r e s t s purchased hereunder and not delivered i n kind to Beamon. 

El Paso agrees to pay to Beamon at Houston, Texas, on or before 

the t w e n t y - f i f t h (25th) day of each month, the overriding r o y a l t i e s 

reserved by Beamon herein applicable to gas produced and saved from 

or allocated to the subject land during the preceding calendar 

month. Should El Paso f a l l to pay any such amount due to Beamon as 

and when the same shall become due, then El Paso agrees to pay I n 

terest thereon at the rate of six per cent (6$) per annum from the 

due date or dates u n t i l the date of payment thereof. 

Products Company agrees to pay to Beamon at Houston, Texas, on 

or before the t w e n t y - f i f t h (25th) day of each month, the overriding 

r o y a l t i e s reserved by Beamon herein applicable to o i l produced and 

saved from or allocated to the subject land during the preceding 

calendar month. Should Products Company f a i l to pay any such amount 

due to Beamon and when the same sh a l l become due, then Products 

Company agrees pay interest thereon at the rate of six per cent 



(6$) per annum from the due date or dates u n t i l the date of pay-

ment thereof. 

Beamon shall have the right to examine at reasonable times the 

books, records, laboratory tests and charts of El Paso and Products 

Company to the extent necessary to verify the accuracy of any state

ment, test, chart or computation made under or pursuant to any of 

the provisions of this Agreement. 

ARTICLE VI 

Development Program 

As soon as El Paso shall have completed i t s geophysical pro

gram covering subject lands embraced by said leases, and within 

three (3) years from July 1, 1958, El Paso shall d r i l l on said 

leases covering subject lands not less than twelve (12) wells to 

test the Dakota Formation (which wells may be dually completed l n 

shallower producing sands) at least one ( l ) of which wells shall 

be located on the acreage i n Township 27 North, Range 8 West, N.M. 

P.M., and at least one ( l ) of which wells shall be located on the 

acreage i n Township 26 North, Range 6 West, N.M.P.M., sold by Beamon 

and purchased by El Paso herein. 

Products Company shall not be obligated to perform, or cause 

to be performed, the d r i l l i n g of any well upon said o i l and gas 

leases covering subject lands for the development of o i l ; provided, 

however, that should o i l be discovered on said leases and subject 

lands, Products Company's obligations for the development of aaid 

leases and lands after such discovery shall be those of a reasona

bly prudent operator with the obligation to conduct such additional 
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development or reassign o i l rights l n subject lands considered 

proven, by the discovery. 

Whenever either El Paso or Products Company, when conducting 

d r i l l i n g operations on subject lands, shall encounter a zone or 

formation which i t considers l i k e l y to produce o i l , the d r i l l i n g 

party shall notify Beamon of s\xch fact and shall conduct such test

ing as the d r i l l i n g party considers proper, furnishing Beamon copies 

of logs, tests, analyses and other data obtained. 

El Paso and Products Company each assume and agree to perform 

and f u l f i l l (as to each of their respective interests purchased 

hereunder and subject to the terms and provisions of tine f i r s t two 

paragraphs of this Article VI) a l l of the terms, covenants and con

ditions of the lessee l n each of the said leases purchased by I t 

hereunder or i n the assignments thereof or other instruments per

taining thereto under which Beamon's t i t l e i s derived, Insofar as 

they cover and affect the d r i l l i n g of wells and the production of 

o i l , gas and/or other hydrocarbon substances. El Paso agrees to 

develop said leases f o r gas production at such times and i n such 

a manner as to (a) avoid for f e i t u r e of said leases, and (b) comply 

with the requirements of a l l governmental agencies having j u r i s d i c 

t i o n . El Paso and Products Company agree that either by unitiza

tion or development and production, El Paso and Products Company 

shall protect the subject lands against drainage from wells on ad

jacent lands. ; 

ARTICLE V I I 

Gas Production 

A. El Paso agrees that, as soon as reasonably possible, but 
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not exceeding fo r t y - f i v e (^5) days after the date of completion of 

each commercial gas well hereafter d r i l l e d and completed on the 

subject lands covered by leases sold to i t hereunder, i t w i l l con

nect such well to i t s gas gathering system and commence and con

tinue taking gas produced therefrom on a ratable basis with a l l 

other wells connected to El Paso's pipelines which are producing 

from the same pool as said well on subject lands. The term "date 

of completion" as used herein shall mean the date on which the de

l i v e r a b i l i t y test required by the State of New Mexico as to any 

gas well i s finished. Any period of time during which adverse 

weather conditions or i n a b i l i t y to acquire right-of-way shall pre

vent El Paso from working upon such connection shall be added to 

the f o r t y - f i v e (45) days for making well connections. 

B. Failing to connect any commercial gas well on subject 

lands within the time required by Section l.a. of this A r t i c l e , El 

Paso shall pay to Beamon the sum of Two Hundred and F i f t y Dollars 

($250.00) for each month or fraction thereof in excess of f o r t y -

f i v e (45) days during which such well is not connected as l i q u i 

dated damages resulting to Beamon by reason of such f a i l u r e ; pro

vided, that in any instance where Beamon does not JW. a l l of a par 

tlcu l a r well, the payment shall be reduced proportionately. 

Oil Production 

Products Company's obligation, to produce o i l from any o i l wel 

presently d r i l l e d or which may in the future be drille ;d upon sub

ject lands shall be that of a reasonably prudent o i l operator oper 

at ing wells ln. th*» sa,r>e pool having similar producing ao l ; :'..: ..-s . 



ARTICLE IX 

Date of Closing 

Transfer of the Interest I n said leases from Beamon to El Paso 

and Products Company being sold hereunder and payment of the cash 

consideration f o r the wells thereon, as provided herein, s h a l l take 

place at El Paso, Texas, on August 1, 1958, or at such .other time 

and place as may be agreed upon by the pa r t i e s . El Paso and Prod

ucts Company s h a l l be responsible f o r a l l costs and sh a l l own a l l 

production from said leases beginning July 1, 1958. At the time of 

closing, Beamon shall execute and del i v e r to El Paso and Products 

Company, or to such other person or persons as El Paso and Products 

"ompany may designate, assignments (subject to the reservations 

-.nd exceptions hereinbefore set f o r t h and containing covenants of 

general warranty) of Beamon's i n t e r e s t l n the leases to be assigned 

hereunder. Each of the parties hereto s h a l l execute, or cause to 

be executed by the record owners of such party's Interest i n the as

signed leasehold i n t e r e s t , such other instruments as may be neces

sary to subject the assigned leasehold in t e r e s t to the applicable 

terms and conditions hereof. 

Beamon w i l l make and prosecute any applications required by 

the Federal Power Commission to permit ( l ) the termination of the 

Gas Purchase Contracts dated December 16, 1953* and January 22, 

1958, described i n A r t i c l e I I hereof, between Beamon and El Paso 

Natural Gas Company by the terms of which El Paso Is ; 

purchasing the gas produced from the Rincon Unit Hos. 1 and 57 

_ 1 o _ 



Wells, respectively, and (2) the sale of such gas wells to El Paso 

because of the sale of the leasehold i n t e r e s t s under t h i s Agreement. 

ARTICLE X 

A r b i t r a t i o n 

. I f and whenever any controversy s h a l l arise out of t h i s Agree

ment or out of the refusal of e i t h e r of the parties to perform the 

whole or any part thereof and the parties s h a l l be unable to agree 

with respect to such controversy, the same s h a l l be submitted f o r 

determination by a board of three a r b i t r a t o r s chosen as fo l l o w s : 

Upon w r i t t e n demand of ei t h e r party and w i t h i n ten (10) days from 

the date of such demand, each of the parti e s s h a l l name an a r b i t r a 

t o r and the two a r b i t r a t o r s so named s h a l l promptly thereafter 

choose a t h i r d . I f e i t h e r of the parties s h a l l f a l l to name an ar

b i t r a t o r w i t h i n ten (10) days from such demand, the other" parties 

s h a l l name the second a r b i t r a t o r as well as the f i r s t , or i f the 

two a r b i t r a t o r s s h a l l f a i l w i t h i n ten (10) days from t h e i r appoint

ment to agree upon and appoint the t h i r d a r b i t r a t o r , then upon w r i t 

ten a p p l i c a t i o n by ei t h e r of the parti e s such t h i r d a r b i t r a t o r may 

be appointed by the American A r b i t r a t i o n Association. 

The board of a r b i t r a t o r s so chosen s h a l l proceed Immediately 

to hear and determine the question or questions i n dispute. The 

decision of the board of a r b i t r a t o r s or majority thereof s h a l l be 

made w i t h i n f o r t y - f i v e (45) days a f t e r the appointment of the t h i r d 

a r b i t r a t o r , subject to any reasonable delay due to unforeseen c i r 

cumstances. In the event the board or majority thereof should f a i l 

to make a decision, w i t h i n s i x t y (60) days a f t e r the appointment of 
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the t h i r d arbitrator, new arbitrators may, at the election of e i -

ther party, be chosen i n l i k e manner as i f none had previously 

been selected. 

The decision of the arbitrators shall be drawn up l n writing 

and signed by the arbitrators or a majority of them and shall be 

f i n a l and binding as to the parties hereto and as to any question 

or questions so submitted to said arbitrators, and said parties 

shall abide by such decision and perform the terms and conditions 

thereof. Unless otherwise determined by the arbitrators, a l l ex

pense i n connection with such arb i t r a t i o n , Including a reasonable 

compensation to the arbitrators, shall be divided equally between 

the parties hereto, with the exception of expenses of counsel, wit

nesses and employees of the parties hereto, which, unless other

wise determined by the arbitrators, shall be borne by the parties 

incurring them. 

ARTICLE XI 

Well Data and Tests 

Beamon shall furnish to El Paso and Products Company promptly 

after the date of closing a l l I t s well logs and pressure and volume 

data, the results of any and a l l laboratory tests and a l l other 

technical data l n connection with a l l wells heretofore d r i l l e d by 

or for Beamon. or. the subject lands . El Paso â d. Products Company 

shall furnish to Be amor; promptly a l l i t s well log? b.'-.c p-e scire ied 

volume data, the results of any and a l l laboratory tests and a l l 

other technical data i n connection with a l l wells which may be 

hereafter d r i l l e d by or for El Paso and Products Company on sub

ject lands. 
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Be a mor. 11 have the rig h t of ingress arc" egress a' a l l rea-
4 

sonable times with respect to any lease, lands and any.well sold 

hereunder or the derrick f l o o r of any well which may be d r i l l e d 

pursuant to the terms of t h i s Agreement, f o r the purpose of inspec

t i n g such leases, subject lands, d r i l l i n g operations, well logs, 

production operations and exercising such other p r i v i l e g e s as Beamon 

may enjoy i n connection with said leases, subject lands and wello. 

ARTICLE X I I 

Force Majeure 

The term "force majeure" as employed herein s h a l l mean acts 

of God, s t r i k e s , lockouts or other i n d u s t r i a l disturbances, acts 

of the public enemy, wars, blockades, insurrections, r i o t s , epidem

i c s , landslides, l i g h t n i n g , earthquakes, f i r e s , storms, floods, 

washouts, arrests and r e s t r a i n t of the government, e i t h e r federal 

or state, c i v i l or m i l i t a r y , c i v i l disturbances, explosions, break

age or accidents to the lines of pipe used to accomplish delivei'y 

hereunder, i n a b — i t y of any party hereto to obtain necessary mate

r i a l s , supplies, or permits, due to ex i s t i n g or future r u l e s , regu

l a t i o n s , orders, laws or proclamations of governmental a u t h o r i t i e s 

(both federal and s t a t e ) , Including both c i v i l and m i l i t a r y , or i n 

a b i l i t y of any purchaser or purchasers of gas from the subject lands 

to receive gas by reason of force majeure a f f e c t i n g such purchaser 

or purchasers, and any other cause, whether of the kind herein 

enumerated or otherwise, not reasonably w i t h i n the control of the 

party claiming suspension. I t i s understood and agreed that the 

settlement of str i k e s or lockouts s h a l l be e n t i r e l y w i t h i n the 
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discretion of the party having the d i f f i c u l t y , and that any require-
V 

> 

ments made l n this Agreement that any force majeure shall be reme

died with a l l reasonable dispatch shall not require the settlement 

of strikes or lockouts by agreeing to the demands of the opposing 

party when such course l s Inadvisable i n the sole discretion of the 

party having the d i f f i c u l t y . 

ARTICLE X I I I 

Favored Nations Clause 

I f El Paso shall hereafter purchase any o i l and gas leases 

covering land situated within two hundred miles of the subject 

lands and shall pay a higher overriding royalty on ga3, consider

ing quality and pressure, than the t o t a l overriding royalty stipu

lated herein for gas or shall pay a higher overriding royalty on 

the l i q u i d hydrocarbons contained therein, considering quantity 

and quality, or i f El Paso shall hereafter pay any such higher 

overriding royalty on gas or l i q u i d hydrocarbons pursuant to any 

lease purchase agreement executed after July 1, 1958, pertaining 

to land situated within two hundred miles of the subject lands, 

then El Paso shall thereafter pay to Beamon hereunder such higher 

overriding royalty f o r gas or l i q u i d hydrocarbons thereafter pro

duced for so long as El Paso shall pay such higher overriding roy

a l t y to others. 

The purchase by El Paso of gas rights below the base of the 

Mesaverde Formation from parties owning overriding royalties on El 

Paso's gas rights above the base of the Mesaverde Formation at the 

same overriding royalties applicable to gas produced above the base 
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of the Mesaverde -Formation shall not be considered a new purchase 

and s h a l l not Increase the overriding r o y a l t i e s on gas payable 

hereunder. 

ARTICLE XIV 

Rincon Unit 

Upon receipt of w r i t t e n request therefor from El Paso and 

Products Company, Beamon agrees to use i t s best e f f o r t s to have e i 

ther El Paso or Products Company, as those parties s h a l l d i r e c t , 

designated as such operator of the o i l r i g h t s to a l l depths and 

the gas r i g h t s below the Mesaverde Formation I n those portions of 

the subject lands w i t h i n the Rincon Unit. 

ARTICLE XV 

Miscellaneous 

Whenever requested by El Paso or Products Company, Beamon 

3h a l l execute or cause to be executed by the record owners of i t s 

I n t e r e s t commu - _ t i z a t i o n agreements i n the usual form when neces

sary to obtain a l e g a l l y authorized d r i l l i n g u n i t . Whenever El 

Paso or Products Company desires to include a l l or any part of the 

subject lands w i t h i n a u n i t agreement or development contract, 

Beamon s h a l l co-operate with El Paso or Products Company by execut

ing a u n i t agreement or development contract containing the usual 

provisions and by requesting necessary approval. 

Except f o r El Paso's and Products Company's ob l i g a t i o n to 

make payments of overriding r o y a l t i e s hereunder and except f o r the 

ob l i g a t i o n of the parties hereto to ;.;a>:e any other cash payment 
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hereunder, neither of the parties hereto shall be liable for any 

fai l u r e to perform the terms of this Agreement when such f a i l u r e 

13 due to "force majeure". 

No modification of the terms and provisions of this Agreement 

shall be or become effective except by the execution of supplemen

tary written contracts. 

No waiver by either of the parties of any one or more defaults 

by the other i n the performance of any provision of this Agreement 

shall operate or be construed as a waiver of any future default or 

defaults, whether of a l i k e or of a different character. 

Except'as herein otherwise provided, any notice, request, de

mand, statement or b i l l provided for i n th i s Agreement, or any no

tice which either of the parties may desire to give to the others, 

shall be In writing and shall be considered as duly delivered when 

duly deposited l n the United States Mail, registered and postage 

prepaid, addressed to such other parties at their said addresses. 

Either of the psrties may change I t s address hereunder by giving 

such a notice thereof to the other parties. Routine communica

tions, including monthly statements and payments, shall be consid

ered as duly delivered when mailed by either registered or ordi

nary mail. In the event of emergency, notice may be given by tele 

phone or telegraph and confirmed In writing delivered as aforesaid. 

This Agreement and the respective obligations of the parties 

hereunder are subject to a l l valid laws, orders, rules-and regula

tions of duly constituted authorities having j u r i s d i c t i o n . The 

interpretation and performance of this Agreement shall be i n accord

ance with the laws of the State of Texas. 
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This Agreement shall Inure to the benefit of and be binding 
> 

upon the said parties and their respective successors and assigns. 

IN WITNESS WHEREOF, the parties hereto have caused this Agree

ment to be signed, and their respective corporate seals to be hereto 

affixed and attested, as of the date f i r s t above written. 

R. E. BEAMON 
WITNESS 

By : AMc 
ATTEST: / 

/1 

Assistant Secretary 

ATTEST: 

EL PASO NATURAL GAS COMPANY 

Vice President 10-
EL PASO NATURAL GAS PRODUCTS COMPANY 

Assistafit' Secretary 

THE STATE OF TEXAS 
COUNTY OF //***'J5 

The foregoing instrument was acknowledged before me this S & 
day of H 0 f j t t s T , 1958, by R. E. BEAMON. 

WITNESS my hand and official seal .j 

J". 

My- Commission Expires: Notary Public i n and f o r /J'ARKis 
County, Texas 
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THE STATE OF TEXAS J 
COUNTY OF EL PASO J v > 

The foregoing instrument was acknowledged before me this )^ 
daY o f f'^s.,r^T , 1958, by * y.rF;;

 7 , 
Vice Presidenp/of EL PASO NATURAL GAS COMPANY, a Dela-ware corpora-
rion, on behalf of said Corporation. 

WITNESS my hand and official seal. 

My Commission Expires: Notary Public in and for El Paso 
a- County, Texas 

-TToTary-fuinnrTn ami !-V i I I'aso UoliAIV, lexis 

(ly Commir"I'HI I xuirns June 1, I35S 

THE S TATE OF TEXAS 
COUNTY OF EL PASO 

foregoing instrument was acknowledged befo pel ope me t h i s // The rcvp. 
day of JLJ~ 1958, by , , 
_Vic2 President(/>f EL PASO NATURAL GAS PRODUCTS COMPANY,' a Texas 
corporation, on behalf of said Corporation. 

WITNESS my hand and o f f i c i a l seal. 

My Commission Expires: 
y:t;~Y T. - AXON 

Notary Public in a$d for El Paso 
County, Texas 

Expires Jun* >i 1 9 6 8 
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EXHIBIT " 1 " 

Description of Land and Leases 

I 

A. Leases owned by R. E. Beamon committed to the Rincon. Unit 
Agreement dated Jane 1, 1951• 

Federal Oil and Gas Leases Situated i n New Mexico 

1. Santa Fe 079160 Lessee: Lloyd W. Miles 
Dated May 1, 1948 

Township 26 North, Range 7 West, N.M.P.M., Rio Arriba 
County 

Section 1: A l l 
Section 11: A l l 
Section 12: A l l 

containing 1,920.00 acres, more or less. 

Record i n t e r e s t of Beamon, undivided one-sixth Interest, 
therein, subject to 5 per cent overriding r o y a l t y i n t e r e s t . 

2. Santa Fe 079301 Lessee: Coy Lindsey 
Dated May 1, 1948 

Township 26 North, Range 6 West, N.M.P.M., Rio Arriba 
County 

Section 6: Lots 3, 4, 5, SE/4 NW/4 

containing l 6 l . 8 l acres, more or less. 

Record I n t e r e s t of Beamon, undivided one-sixth i n t e r e s t 
therein, subject to 5 per cent overriding royalty i n t e r e s t . 

3. Santa Fe 079301-A Lessee: Coy Lindsey 
Dated May 1, 1948 

Township 26 North, Range 6 West, N.M.P.M., Rio Arriba 
County 

Section 6: Lots 6, 7, E/2 SW/4 

containing 161.35 acres, more or less. 

Record Interest of Beamon, undivided one-sixth Interest 
therein, subject to 5 per cent overriding royalty i n t e r e s t . 
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4. Santa Fe 079302 Lessee: Otis Wetsel 
Dated A p r i l 1, 1948 

> 

Township 26 North, Range 6 West, N.M.P.M., R j 0 Arriba 
County 

Section 6: Lots 1, 2, S/2 NE/4 

containing 160.48 acres, more or less. 

Record i n t e r e s t of Beamon-, undivided one-sixth I n t e r e s t 
therein, subject to 5 per cent overriding royalty I n t e r e s t . 

5. Santa Fe 079302-B Lessee: Otis Wetsel 
Dated A p r i l 1, 1948 . 

Township 26 North, Range 6 West, N.M.P.M., Rio Arriba 
County 

Section 6: SE/4 

containing 160.00 acres, more or less. 

Record in t e r e s t of Beamon, undivided one-sixth I n t e r e s t 
therein,subject to 5 per cent overriding r o y a l t y i n t e r e s t . 

6. Santa Fe 079364 Lessee 
Dated August 1, 1948 

Mike Abraham 

Township 27 North, Range 6 West, N.M.P.M., Rio Arriba 
County 

Section 28 
Section 29 
Section 30 
Section 31 

A l l 
A l l 
Lots 1, 2, 3, 4, E/2 W/2, E/2 ( A l l ) 
Lots 4, 5, 6, 7, 8, 9, 10, ll, 12, 13, 14, 
15, 16, SE/4 SW/4, S/2 SE/4 ( A l l ) 

containing 2,605-33 acres, more or less 

Record in t e r e s t of Beamon, undivided one-sixth i n t e r e s t 
therein, subject to 7 i per cent overriding royalty i n t e r e s t 
plus 3 per cent overriding royalty Interest on S/2 
of Section 28, N/2 of Section 29, S/2 of Section 30 and 
S/2 of Section 31-



7. Santa Fe 079365-A Lessee: Mike Abraham 
Dated August 1, 1̂ 48 

Township 27 North, Range 6 West, N.M.P.M., Rio Arriba 
County 

Section 22: NE/4, NE/4 SE/4 
Section 23: All 

containing 840.00 acres, more or less. 

Record interest of Beamon, undivided one-sixth interest 
therein, subject to 7i per cent overriding royalty inter
est plus 3 per cent overriding royalty Interest on NE/4, 
NE/4 SE/4 of Section 22 and N/2 of Section 23. 

8. Santa Fe 079366 Lessee: Mike Abraham 
Dated August 1, 1948 

Township 27 North, Range 6 West, N.M.P.M., Rio Arriba 
County 

Section 19 
Section 21 
Section 22 
Section 27 

S/2 
S/2 
W/2 W/2, SE/4 SW/4, S/2 SE/4 
NE/4 SE/4 

containing 959-40 acres, more or less. 

Record Interest of Beamon, undivided one-sixth Interest 
therein, subject to 7̂  per cent plus overriding royalty 
Interest plus 3 per cent overriding royalty interest on 
S/2 of Section 19, S/2 of Section 21, W/2 SW/4, SE/4 SE/4 
of Section 22, and NE/4 SE/4 of Section 27-

9. Santa Fe 079367-A Lessee: Mike Abraham 
Dated August 1, 1948 

Township 27 North, Range 6 West, N.M.P.M., Rio Arriba 
County — 

Section 26: All 
Section 27: SE/4 SE/4, W/2 SE/4, SW/4 

containing 920.00 acres, more or les3. 

Record interest of Beamon, undivided one-sixth interest 
therein, subject to 7£ per cent overriding royalty Inter
est plus 3 per cent overriding royalty interest on N/2 of 
Section 26, SE/4 SE/4, W/2 SE/4 of Section 27-
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10. Santa Fe 080213 Lessee: Dena kiddie 
Dated November I" 1, 19^9 

Tpwnshlp 27 North, Range 7 West, N.M.P-ilo i i L 0 Arriba 
County 

Section 28: S/2 
Section 33: A l l 
Section 34: W/2 

containing 1,280.00 acres, more or less. 

Record i n t e r e s t of Beamon, undivided one-sixth i n t e r e s t 
therein, subject to 5 per cent overriding r o y a l t y I n t e r e s t 
on t o t a l production. 

11. Santa Fe O80385 Lessee: C. A. Slater 
Dated July 1, 1951 

Township 27 North, Range 7 West, N.M.P.M., Rio Ar r i ba 
County 

Section 22 
Section 23 
Section 26 

Section 27 
Section 34 
Section 35 

SE/4 
Lots 1, 2, 3, 4, SW/4 (S/2) 
Lots 1, 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, 
12, 13, 14, 15, 16 ( A l l ) 
E/2, SW/4 
E/2 
Lots 1 through 16, both i n c l u s i v e , 
( A l l ) 

containing 2,645-09 acres, more or less. 

Record Interest of Beamon, undivided one-sixth i n t e r e s t 
therein, subject to 5 per cent overriding r o y a l t y i n t e r e s t . 

Oil and Gas Leases, State Lands of New Mexico 

12. E-289-29 Lessee: Levi A. Hughes Dated May 2, \')h^ 

Township 27 North, Range 7 West, N.M.P.M., Rio Arriba 
County 

Section 36: SW/4 

containing 160.00 acres, ;r,ore or less. 

Record in t e r e s t of Beamon, undivided one-sixth interes 
therein, subject to 5 per cent overriding royalty :'.;.*. > • • 
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13. E-290-28 Lessee: Levi A. Hughes Dated May 2, 1945 

Township 27 North, Range 6 West, N.M.P.M., Rio Arriba 
County 

Section 32: W/2 NW/4, NW/4 SW/4, E/2 NE/4:, SW/4 SW/4, 
SE/4 

Section 16: NE/4 

Township 27 North, Range 7 West, N.M.P.M., Rio Arriba 
County 

Section 36: N/2 NE/4, W/2 SE/4, NW/4 

containing 880.00 acres, more or less. 

Record Interest of Beamon, undivided one-sixth I n t e r e s t 
therein, subject to 5 per cent overriding royalty i n t e r e s t 
on W/2 SE/4, NW/4 of Section 36, Township 27 North, Range 7 
West, N.M.P.M., and on E/2 NE/4, SW/4 SW/4, SE/4 of Section 32 
and NE/4 of Section 16, Township 27 North, Range 6 West, N.M. 
P.M. 

14. E-291-35 Lessee: Levi A. Hughes Dated May 2, 1945 

Township 26 North, Range 7 West, N.M.P.M., Rio Arriba 
County 

Section 2: SW/4 

containing 160 acres, more or less. 

Record In t e r e s t of Beamon, undivided one-sixHi .interest 
therein, subject to 5 per cent overriding royalty i n t e r e s t . 

Leases owned by R. E. Beamon committed to 28-6 Unit by 28-6 
Unit Agreement dated May 27, 1953-

Federal O i l and Gas Leases Situated i n New Mexico 

1. Santa Fe 079363 Lessee: Mike Abraham 
Dated August 1, 1948 

Township 27 North, Range 6 West, N.M.P.M., Rio Arriba 
County 

Section 1 
Section 10 
Section 11 
Section 12 
Section 13 

A l l 
NE/4, W/2 SE/4, SW/4, SE/4 SE/4 
N/2, N/2 SE/4, SE/4 SE/4, SW/4 SW/4 
A l l 
N/2, NE/4 SE/4 

containing 2,560.42 acres, more or less. 



Record interest of Beamon, undivided one-sixth Interest 
therein, subject to 7i vper cent overriding royalty inter
est plus 3 per cent overriding royalty interest on N/2 of 
Section 1, SW/4, W/2 SE/4, SE/4 SE/4 of Section 10, SW/4 
SW/4 of Section 11, N/2 of Section 12, and N/2; NE/4 SE/4 
of Section 13. 

Santa Fe 079365 Lessee: Mike Abraham 
Dated August 1, 1948 

Township 27 North, Range 6 West, N.M.P.M., Rio Arriba 
County 

Section 13 
Section 14 
Section 15 
Section 24 

N/2 SW/4, SW/4 SW/4 
W/2, SE/4, SW/4 NE/4 
Al l 
W/2, W/2 SE/4, NE/4 SE/4 

containing 1,720.00 acres, more or less. 

Record interest of Beamon, undivided one-sixth interest 
therein, subject to 7 i per cent overriding royalty interest 
plus 3 per cent overriding royalty interest on N/2 SW/4, SW/4 
SW/4 of Section 13, NW/4 of Section 14, and S/2 of Section 15• 

3. Santa Fe 079367-B Lessee: Mike Abraham 
Dated August 1, 1948 

Township 2J_ North, Range 6 West, N.M.P.M., Rio Arriba 
County 

Section 25: W/2, SE/4, W/2 NE/4 

containing 56O.OO acres, more or less. 

Record Interest of Beamon, undivided one-sixth interest 
therein, subject to 10^ per cent overriding royalty Interest. 

011 and Gas Leases, State Lands of New Mexico 

4. E-290-28 Lessee: Levi A. Hughes Dated May 2, 1945 

Township 2J_ North, Range 6 West, N.M.P.M., Rio Arriba 
County 

Section 2: Lot 1 (NE/4 NE/4), Lots 2, 3, 4 (NW/4 NE/4, 
N/2 NW/4), W/2 SW/4, SE/4 

containing 400.42 acres, more or less. 

Record interest of Eeamon, undivided one-sixth Interest therein, 
subject to 5 per cent overriding royalty Interest on Lot 1, 
W/2 SW/4, SE/4. 



Leases owned by R. E. Beamon committed to Blanco Develop
ment Contract (No. l ) dated November 28, 1951. 

Federal Oil and Gas Leases Situated in New Mexico 

1. Santa Fe 078461 Lessee: Arne B. Filan 
Dated October 1, 1947 

Township 27 North, Range 8 West, N.M.P.M., San 
Juan County 

Section 5: All 

containing 642.67 acres, more or less. 

Record interest of Beamon, undivided one-sixth interest 
therein,subject to proportionate part of 4 per cent over 
riding royalty interest. 

2. Santa Fe 078571 Lessee: S. Victor Day 
Dated May 1, 1948 

Township 27 North, Range 8 West, N.M.P.M., San 
Juan County 

Section 7: All 

containing 640.44 acres, more or less. 

Record interest of Beamon, undivided one-sixth interest 
therein, subject tc proportionate part of 5 per cent over 
riding royalty Interest. 

Leases owned by R. E. Beamon committed to Blanco Develop
ment Contract No. 5, dated December 10, 1956. 

Oil and Gas Leases, State Lands of New Mexico 

1. E-291-35 Lessee: Levi A. Hughes Dated May 2, 1945 

Township 26 North, Range 7 West, N.M.P.M., Rio 
Arriba County 

Section 36: E/2 

containing 320 acres, more or less. 

Record interest of Beamon, undivided one-sixth Interest 
therein,subject to 5 per cent overriding royalty inter
est . 



Leases owned by i\. E. Eeamon committed to Huerfano Ur.J - by 
Huerfano Unit Agreement,, dated July 29, 194^. 

Oil and Gas Leases, State Lands of Hew Mexico 

1. E-2659-6 Lessee: El Paso Natural Cas Company 
Dated May 10, 1949 

Township 27 North, Range 10 West, N.M.P.M., San Juan 
County 

Section 32: E/2 
i t -

containing 320.00 acres, more or less. 

Record interest of Eeamon,. a l l , subject to 5 per cent over
riding royalty interest on t o t a l production of o i l and gas. 

Leases owned by R. E. Beamon committed to 28-7 Unit by 28-7 
Unit Agreement dated November 18, 1952. 

Oil and Gas Leases, State Lands of New Mexico 

1. E-290-28 Lessee: Levi A. Hughes Dated May 2, 1945 

Township 27 North, Range 7 West, N.M.P.M., Rio Arriba 
County 

Section 2: Lots 1, 3, 4, SE/4 NE/4, NE/4 SE/4, SW/4, 
SW/4 SE/4 

containing 398.54 acres, more or less. 

Record interest of Beamon, undivided one-sixth interest 
therein, subject to 5 per cent overriding royalty interest 
on Lots 3, 4, SW/4, SW/4 SE/4. 

Leases owned by R. E. Beamon not committed to any unit or deve 
opment contract. 

Federal Oil and Gas Leases Situated i n Hew Mexico 

1. Santa Fe 079302-A Lessee: Otis Wetsel 
Dated April 1, 1948 

Township 26 North, Range 6 West, N.M.P.M., Rio' Arriba 
County 

Section 20: N/2 NW/4, SW/4 NW/4, SW/4, SW/4 SE/4 

containing 320.00 acres, more or less. 



Record interest of Beamon, undivided one-sixth interest 
therein, subject to 5 per cent overriding royalty interest. 

Oil and Gas Leases, State Lands of New Mexico 

2. E-291-35 Lessee* Levi A. Hughes Dated May 2, 19ll5 

Township 25 North, Range 6 West, N.M.P.M., Rio Arriba 
County 

Section 2: Lots 1, 2, 3, S/2 NE/4, SE/4 NW/4 

Township 26 North, Range 6 West, N.M.P.M., Rio Arriba 
County 

Section 32: NE/4, S/2 SW/4 
Section 36: S/2, E/2 NE/4, W/2 NW/4 

containing 961.33 acres, more or less. 

Record interest of Beamon, undivided one-sixth interest 
subject to 5 per cent overriding royalty interest on S/2 
of Section 36, Township 26 North, Range 6 West; on Lots 
1, 2, S/2 NE/4 of Section 2, Township 25 North, Range 6 
West; on NE/4 of Section 32 and W/2 NW/4 of Section 36, 
Township 26 North, Range 6 West, N.M.P.M. 

3. E-290-28 Lessee: Levi A. Hughes Dated May 2, 1945 

Township 27 North, Range 6 West, N.M.P.M., Rio Arriba 
County 

Section 36: E/2 SW/4, E/2, W/2 NW/4 

containing 480.00 acres, more or less. 

Record Interest of Beamon, undivided one-sixth interest, sub
ject to 5 per cent overriding royalty interest on E/2, W/2 
NW/4 of Section 36. 



&l ^Paso ^Ylalural Qas (Sompanxj 

March 9, 1959 

Amendment #7 to GLA 76 
Amendment #4 to GLA 77 
Amendment #1 to GLA 348 
Amendment Ml to GLA 350 

Texas National Petroleum Company 
902 South Coast Building 
Houston 2, Texas 

Mr. R. E. Beamon 
1303 Esperson Building 
Houston 2, Texas 

Gentlemen: 

This letter, when accepted by you in the space provided 
below, w i l l constitute an amendment to our Oil and Gas Lease Sale 
Agreements dated July 6, 1953, as previously amended, which agree
ments are recorded respectively in Book 16, Page 489, and Book 21, 
Pages 57-70 of the Deed Records of Rio Arriba County, New Mexico, 
reference to said agreements, as amended, and the record thereof 
i s here made for a l l purposes. 

This letter w i l l also constitute an amendment to our Oil 
and Gas Lease Sale Agreements dated July 29, 1958 and August 5, 
1958, respectively, which agreements are recorded respectively in 
Book , Page , and Book , Page '_t of the Deed Records 
of Rio Arriba County, New Mexico, reference to said agreements and 
the record thereof i s here made for a l l purposes. 

You agree that the Pictured C l i f f s and Mesaverde develop
ment obligations imposed upon E l Paso Natural Gas Company under the 
aforesaid Oil and Gas Lease Sale Agreements dated July 6, 1953, as 
amended, are extended from July 4, 1961 and August 8, 1961 until De
cember 31, 1962. You grant this extension of time in consideration 
for our agreeing to d r i l l on the lands subject to said agreements, 
eight (8) wells during the calendar year 1959 to test the Dakota For 
mation (which wells may be dually completed in shallower producing 
sands). 



Texas National Petroleum Company 
Mr. 11. E. Beamon v -2- March 9, 1959 

We agree that the development obligations imposed-upon us 
under the aforesaid Oil and Gas Lease Sale Agreements dated July 29, 
1958 and August 5, 1958, respectively, are shortened by one year, or 
until July 1, 1960. 

1 I t i s understood that in a l l other respects, tbe above de
scribed Oil and Gas Lease Sale Agreements as heretofore amended, and 
as herein modified, w i l l remain unchanged and in f u l l force and effect. 

Very truly yours, 

EL PASO NATURAL GAS COMPANY 

ACCEPTED AND APPROVED THIS 

DAY OF "h?_S^r , 1959. 
./ 

TEXAS NATIONAL PETROLEUM COMPANY 

EL PASO NATURAL GAS PRODUCTS COMPANY 

' / , •/ /// / > ' 
By -/ \ ( V i/i/'.':•> A 

Vice ^President 

-iL 
ACCEPTED AND APPROVED THIS 2-0 

DAY OF . 1 9 5 9 -

R. E. BEAMON 
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SECOND AMENDMENT OP r 

OIL AND GAS LEASE SALE AGREEMENT C _ 

\ 

•» THIS AMENDMENT is made and entered into this 8th 

day of September , 1959, by and between R. E. BEAMON, 

an individual, whose mailing address i s 1303 Mellie Esperson 

Building, Houston 2, Texa3 (hereinafter referred to as "Beamon") 

, and EL PASO NATURAL GAS COMPANY, a Delaware corporation, whose 

mailing address i s Post Office Box 1492, El Paso, Texas, (here

inafter referred to as "El Paso"), and EL PASO NATURAL GAS 

PRODUCTS COMPANY, a Texas corporation, whose mailing address i s 

Post Office Box 1161, El Paso, Texas, (hereinafter referred to 

as "Products Company"); 

W I T N E S S E T H : 

WHEREAS, Beamon, El Paso, and Products Company made 

and entered Into that certain Oil and Gas Lease Sale Agreement 

dated August 5, 1958, recorded ln Book , pages , 

of the Deed Records of Rio Arriba County, New Mexico, reference 

to said Agreement and the record thereof here made for a l l 

purposes; and 

amended said Agreement by that certain First Agreement of Oil 

and Gas Lease Sale Agreement dated March 9, 1959, to provide 

for the shortening of the time within which El Paso Is obligated 

to discharge certain development obligations as described there

in ; and 

WHEREAS, said Beamon, El Paso, and Products Company 

desire to modify and amend the Oil and Gas Lease Sale Agreement, 

WHEREAS, said Beamon, El Paso, and Products Company 



August 5, 1958, by this Second Amendment of Oil and Gas Lease 

Sale Agreement to ( l ) correct tlie numbering of certain a r t i c l e s 

of said Agreement, (2) redefine the term "date of completion" 

as the same appears in Article VII A. of said Agreement, (3) 

provide for the "workover" of any gas well covered by said Agree

ment, (4) redefine the term "date of completion" as the same 

applies to a gas well drilled and completed as a dual well under 

said Agreement, and (5) provide for the treatment of a gas 

well drilled and completed as a dual well under said Agreement 

with respect to the penalty to be paid by E l Paso for failure 

to connect each commercial gas well drilled and completed on 

lands covered by said Agreement; 

NOW, THEREFORE, f o r and i n consideration of the 

premises, the mutual agreements herein contained and other good 

and valuable consideration, the receipt and sufficiency of 

which are hereby acknowledged and confessed, Beamon, El Paso, 

and Products Company have agreed and do agree as follows: 

•1. A r t i c l e s IX, X, XI, X I I , X I I I , XIV and XV of the 

o r i g i n a l Agreement are hereby amended by renumbering the same 

V I I I , IX, X, XI, X I I , X I I I and XIV, respectively. 

2. A r t i c l e V I I A. of the o r i g i n a l Agreement i s hereby 

amended and modified as follows: 

a. The word " d e l i v e r a b i l i t y " i s deleted from 

the second sentence of the f i r s t paragraph thereof and there 

i s substituted, l n l i e u thereof, the words " i n i t i a l p o t e n t i a l . " 

b. The following paragraphs are added a f t e r the 

f i r s t paragraph thereof: 
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"It i s agreed by Beamon, El Paso, and Products 

Company that El*Paso has the right to workover any gas 

well or wells covered by this Agreement which in El 

Paso's sole judgment may require such treatment. El 

Paso shall not be obligated to take gas from any such 

well or wells during the period of time workover opera

tions are being conducted. 

"The term "date of completion", when applied to 

a gas well drilled and completed as a dual well under 

the terms of this Agreement, shall mean the date on 

which the i n i t i a l potential test required by the State 

of New Mexico as to any gas well is finished as to the 

zone or horizon in which the well was last completed." 

2. Article V I I B. of the original Agreement i s here

by amended by deleting the period appearing at the end of the 

f i r s t paragraph thereof and adding to the paragraph the following: 

and, provided further, that for purposes of this 

Arti-^e V I I B. any gas well d r i l l e d and completed as 

a dual well under the terms of this Agreement shall be 

considered as two wells." 

In a l l other respects, said original Oil and Gas 

Lease Sale Agreement as heretofore and hereby amended and 

modified is ratified, confirmed and declared to be ln f u l l 

force and effect. 

IN WITNESS WHEREOF, the parties have executed this 

instrument on the day and year fi r s t hereinabove stated to 
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c 
become effective 

WITNESS: L 

ATTEST: 

ATTESfr: 

Assistant Secretary 

1959. 

R. E . BEAMON 

EL PASO^TURAi.GAa COMPANY . 

AITORWtV - iM-FACT-
EL PASO NATURAL OAS PRODUCTS 

COMPANY 

By: 7 ^ ^ / V 7 ; - l ^ X X 
Vice -President 
Attorney-in-Fact 

THE STATE OF TEXAS 

COUNTY OF / / t f / ? / ^ 

The foregoing instrument was acknowledged before me 

t h i s day of j ^ / - ? / ; / ^ / , 1959, by R. E. 

BEAMON. 

WITNESS my hand and official seal. 

Notary Public in/and for 
M i 

Texas 

cy Public ln/£ 
.*/&*>.:'!. / County, 

a / 

My Commission Expires: 

6 - / - v / 
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( c 
THE STATE OF TEXAS i 

COUNTY OF EL PASO 

The foregoing instrument was acknowledged before me 

this Dr„ day of (Qc/JaS^ — 1959, by ***». i««u 

>TT6RWEY • III • FACT , Vice President of EL PASO 

NATURAL GAS COMPANY, » Delaware corporation, on behalf of said 

Corporation. 

ŴITNESS my hand and official seal. 

^Jotar^ Pub^la^in Notary Public^ in and for 
E l Paso County, Texas 

My Commission Expires: 
tt. B. iV .Y 

Vota ry Puialic in i n d for El i aso C o u n t y , l r » a ? 

k l , Couua ias ioo E x p i r e s June ) , 1981 

THE STATE OF TEXAS 

COUNTY OF EL PASO 

The foregoing instrument was acknowledged before me 

this XT~L̂  day of -/-^/C^', 1959, by 
Roland I. Hamblin At!crr.£V-in-Fact , Vice- President of EL PASO 

NATURAL GAS PRODUCTS COMPANY, a Texas corporation, on behalf of 

said Corporation. 

WITNESS MY HAND and official seal. 

)') ) ẐT 
Notary Public in and for 
El Paso 'County, Texas 

My Commission Expires: 
. "ARY T. SAXON 

- t t u j u m l J i / o n L » D l r c « June I, 1S6I 
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Jason Kellahin 
W. Thomas Kellahin 
Karen Aubrey 

KELLAHIN and KELLAHIN 
Attorneys at Law 

El Patio - 117 North Guadalupe 
Post Office Box 2265 

Telephone 982-4285 
Area Code 505 

Santa Fe, New Mexico 87504-2265 

J u l y 1 1 , 1 9 8 5 

(HAND-DELIVERED) RECEIVED 

J U i - 1 i 7985 
Mr. G i lbe r t Quintana 
Hearing Examiner C0HSEm^0n otvisio, 
O i l Conservation Division 
Post Office Box 2088 
Santa Fe, New Mexico 87504-2088 

Re: In the Matter of the Application of Caulkins O i l 
Company, for Compulsory Pooling, Rio Arriba 
County, New Mexico 
Case No. 8640 

Dear Mr. Quintana: 

I enclose a proposed form of Order r e f l e c t i n g the 
testimony presented by Caulkins O i l Company i n 
connection with the above cause on July 2, 1985. 

As you are aware, our lease expires i n the near 
future and we would appreciate your expeditious 
approval of t h i s Order. 

cc: Perry Pearce, Esq., (w/enclosure) 
Mr. Charles Verquer (w/enclosure) 



STATE OP NEW MEXICO 
DEPARTMENT OF ENERGY AND MINERALS 

OIL CONSERVATION DIVISION 

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

IN THE MATTER OF THE 
APPLICATION OF CAULKINS 
OIL COMPANY, FOR 
COMPULSORY POOLING, 
RIO ARRIBA COUNTY, NEW MEXICO. 

PROPOSED ORDER OF THE DIVISION 

BY THE DIVISION: 

This matter came on for hearing at 8:00 a.m. on 
July 2, 1985 at Santa Fe, New Mexico before, Examiner 
Gilbert Quintana. 

NOW, on t h i s day of July, 1985, the 
Division Director, having considered the testimony, 
the record, the recomendations of the Examiner, and 
being f u l l y advised i n the premises, 

FINDS: 

1. That due public notice having been given as 
required by law the Division has j u r i s d i c t i o n of t h i s 
cause and the subject matter thereof. 

2. That the Applicant, Caulkins O i l Company, 
seeks an order pooling a l l mineral interests i n the 
Dakota, Blanco Mesa Verde, Pictured C l i f f s and Chacra 
formations underlying the N/2 of Section 20, T26N, 
R6W, approval of dual completion of the Kaime #1 R, 
and downhole commingling of the Blanco Mesa Verde and 
Dakota formations, and the Pictured C l i f f s and Chacra 
formations. 

RECEIVED 

JUL i ms 
OIL CONSERVATION 0/ViSJO/V 

Case No. 8640 
Order No. 
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3. That the N/2 of Section 20, T26N, R6W i s a 
standard 320 acre spacing un i t for the Blanco Mesa 
Verde and Dakota formations and the NE/4 of Section 
20, T26N, R6W, i s a standard 160 acre spacing u n i t 
for the Pictured C l i f f s and Chacra formations. 

4. That there i s an in t e r e s t owner i n the 
proposed proration u n i t , El Paso Natural Gas 
Company/Meridian O i l , Inc., who has not agreed to 
pool i t s i n t e r e s t . 

5. That to avoid the d r i l l i n g of unnecessary 
wells, to prevent waste and to protect c o r r e l a t i v e 
r i g h t s and to afford the owner of each in t e r e s t i n 
said un i t the opportunity to recover or receive 
without unnecessary expense his j u s t and f a i r share 
of the gas i n any pool thereunder, the subject 
application should be approved by pooling a l l mineral 
i n t e r e s t s , whatever they may be, wi t h i n said un i t i n 
the Dakota, Blanco Mesa Verde, Pictured C l i f f s and 
Chacra formations. 

6. That the Applicant, Caulkins O i l Company 
should be designated the operator of the subject well 
and u n i t . 

7. That the uncontroverted evidence 
established that 120/320 of the acreage i n the 
proposed spacing un i t i s under lease to Meridian O i l , 
Inc. and/or El Paso Natural Gas Company, and that El 
Paso Natural Gas Company, predecessor i n interest to 
Meridian O i l , Inc. created overriding royalty burdens 
on that 120/320 of $3.96 and $3.73 per mcf. 

8. That those overriding royalty burdens are 
in excess of a reasonable overriding royalty. 

9. That the uncontroverted evidence 
established that for each $858.37 of income 
a t t r i b u t a b l e to Meridian's i n t e r e s t i n the well per 
day, Meridian O i l must pay out $1,508.76 per day, 
leaving Meridian with a negative d a i l y working 
int e r e s t of $650.39. 

10. That i f Meridian O i l proved to be a non-
consenting p a r t i c i p a n t i n the proposed w e l l , payout 
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for i t s interest would never occur. 

11. That i t would not be j u s t and reasonable to 
require owners of p a r t i c i p a t i n g interests i n the 
proposed spacing unit to bear the cost and ri s k 
associated with a one-half in t e r e s t i n the well which 
would never pay out. 

12. That compulsory pooling of the proposed 
proration u n i t under such conditions would not be 
j u s t or reasonable. 

13. That to compulsorily pool the ent i r e N/2 of 
said Section 20 i n the Blanco Mesa Verde and Dakota 
formations would cause the operator of the well to 
bear an unreasonable, and therefore unnecessary, cost 
burden as to that portion of the proration unit 
bearing said overriding royalty. 

14. That i n order to protect c o r r e l a t i v e 
r i g h t s , prevent waste, and to avoid compulsory 
pooling under terms that are not j u s t or reasonable, 
any compulsory pooling order issuing i n t h i s case 
should provide for voluntary reduction of the 
overriding royalty for the N/2 NW/4 and the SW/4 NW/4 
to a reasonable f i g u r e , w i t h i n a reasonable time, or 
for the pooling of the N/2 of said Section 20 
exclusive of the N/2 NW/4 and the SW/4 NW/4 for the 
Blanco Mesa Verde and Dakota formations. 

15. That, subject to conditions contained i n 
Finding No. 14 above, to avoid the d r i l l i n g of 
unnecessary wells, to protect c o r r e l a t i v e r i g h t s , and 
to afford to the owner of each i n t e r e s t i n said u n i t 
the opportunity to recover or receive without 
unnecessary expense his j u s t and f a i r share of the 
gas i n the Blanco Mesa Verde and Dakota formations 
l y i n g under the proposed spacing u n i t , the subject 
application should be approved by pooling a l l mineral 
i n t e r e s t s , whatever they may be, wi t h i n said u n i t . 

16. That Applicant should be permitted to 
recover from the non-consenting working i n t e r e s t 
owner i t s proportionate share of the costs of 
d r i l l i n g and completing the Kaime 1-R. 
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17. That any non-consenting working in t e r e s t 
owner should be afforded the opportunity to pay his 
share of estimated and actual well costs to the 
operator i n l i e u of paying his share of reasonable 
well costs out of production. 

18. That any non-consenting working in t e r e s t 
owner who does not pay his share of estimated well 
costs should have withheld from production his share 
of the reasonable well costs plus an additional 200% 
thereof as a reasonable charge for the r i s k involved 
i n d r i l l i n g and completing the subject w e l l . 

19. That substantial evidence supports a 200% 
r i s k f a c t o r , including, but l i m i t e d to the fact that 
the cumulative production map introduced as Exhibit 3 
shows that the proposed location i s outside or on the 
edge of established production for the four 
formations, there are mechanical risks involved i n 
the completion of the well i n four zones and there 
are substantial r i s k s of obtaining commercial 
production i n any formation. 

20. That any non-consenting working in t e r e s t 
owner should be afforded the opportunity to object to 
the actual well costs, but that actual well costs 
should be adopted as the reasonable well costs i n the 
absence of such objection. 

21. That following determination of reasonable 
we l l costs, any non-consenting working in t e r e s t owner 
who has paid his share of estimated costs should pay 
to the operator any amount that reasonable well costs 
exceed estimated well costs and should receive from 
the operator any amount that estimated well costs 
reasonably paid exceed reasonable well costs. 

22. That $3,000.00 per month should be fixed as 
a reasonable charge for supervision (combined fixed 
rates) while d r i l l i n g and completing the Kaime #1 R 
and that $400.00 per month should be fixed as a 
reasonable charge for supervision while producing; 
that t h i s charge should be adjusted annually based 
upon the percentage increase or decrease i n the 
average weekly earnings. 
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23. That a l l proceeds from production from the 
subject well which are not disbursed for any reason 
should be placed i n escrow to be paid to the true 
owner thereof upon demand and proof of ownership. 

24. That upon f a i l u r e of the operator of said 
pooled un i t to commence d r i l l i n g of the well to which 
said u n i t is dedicated on or before the expiration of 
120 days from the e f f e c t i v e date of t h i s order, the 
order pooling said unit should become n u l l and void 
and of no e f f e c t whatsoever, unless, for good cause, 
the Division Director s h a l l extend said time l i m i t . 

25. That approval of the subject application 
w i l l afford the Applicant the opportunity to produce 
i t s j u s t and equitable share of the gas i n the 
affected pool, w i l l prevent economic loss caused by 
the d r i l l i n g of unnecessary wells, avoid the 
augmentation of r i s k a r i s i n g from the d r i l l i n g of an 
excessive number of wells, and w i l l otherwise prevent 
waste and protect c o r r e l a t i v e r i g h t s . 

26. That i n the event commercial production i s 
achieved i n the Dakota, Blanco Mesa Verde, Pictured 
C l i f f s and Chacra formations dually producing and 
commingling production from the Kaime #1-R from the 
Dakota and Blanco Mesa Verde formations and the 
Pictured C l i f f s and Chacra formations constitutes 
reasonable, prudent and economical operation of the 
wel l . 

IT IS THEREFORE ORDERED: 

1. That a l l mineral interests whatever 
they may be i n the Blanco Mesa Verde and Dakota 
formations underlying the N/2 of Section 20, T26N, 
R6W, are hereby pooled to form a standard 320-acre 
spacing un i t i n the Blanco Mesa Verde and Dakota 
formations dedicated to the Kaime #1-R Well and that 
a l l mineral interests whatever they may be i n the 
Pictured C l i f f s and Chacra formations underlying the 
NE/4 of Section 20, T26N, R6W are hereby pooled to 
form a standard 160 acre spacing un i t i n the Pictured 
C l i f f s and Chacra formations dedicated to the 
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Kaime #1-R Well. 

PROVIDED HOWEVER that the operator of said 
u n i t s h a l l commence d r i l l i n g on or before the 
expiration of 120 days after the e f f e c t i v e date of 
t h i s order, and s h a l l thereafter continue the 
completion of said well with due diligence. 

PROVIDED FURTHER, that i n the event said 
operator does not commence the d r i l l i n g of said well 
on or before the expiration of 120 days aft e r the 
ef f e c t i v e date of t h i s order; Order (1) of t h i s order 
s h a l l be n u l l and void and of no ef f e c t whatsoever, 
unless said operator obtains a time extension from 
the Division for good cause shown. 

PROVIDED FURTHER, that said well not be 
completed, w i t h i n 120 days a f t e r commencement 
thereof, said operator s h a l l appear before the 
Division Director and show cause why Order (1) of 
th i s order should not be rescinded. 

(2) That Caulkins O i l Company i s hereby 
designated the operator of the subject well and u n i t . 

(3) That wi t h i n 30 days from the date the 
schedule of estimated well costs i s furnished to 
Meridian O i l , Inc., i t s h a l l make an election to 
v o l u n t a r i l y reduce overriding royalty not i n excess 
of a t o t a l 12.5 percent for i t s 120 acre lease, and 
in the event i t does not make that e l e c t i o n , the 
N/2 NW/4 and the SW/4 NW/4 of said Section 20 s h a l l 
be excluded from the proration and spacing un i t and 
the Division s h a l l automatically approve the unit as 
a non-standard proration and spacing un i t consisting 
of a l l of the N/2 of Section 20 except the N/2 NW/4 
and the SW/4 NW/4. 

(4) That the operator s h a l l n o t i f y the 
Division of the decision of Meridian O i l , Inc., 
requesting approval of the non-standard proration 
u n i t i f said party choses to not amend i t s overriding 
royalty i n t e r e s t . 

(5) That after the e f f e c t i v e date of t h i s 
order and wi t h i n 90-days p r i o r to commencing said 
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w e l l , the operator s h a l l furnish the Division and 
each known working i n t e r e s t owner i n the subject u n i t 
an itemized schedule of estimated well costs. 

(6) That wi t h i n 30 days from the date the 
schedule of estimated well costs i s furnished to 
them, any non-consenting working i n t e r e s t owner s h a l l 
have the r i g h t to pay his share of estimated well 
costs to the operator i n l i e u of paying his share of 
reasonable well costs out of production, and that any 
such owner who pays his share of estimated well costs 
as provided above s h a l l remain l i a b l e for operating 
costs but s h a l l not be l i a b l e for r i s k charges. 

(7) That the operator s h a l l furnish the 
Division and each known working i n t e r e s t owner an 
itemized schedule of actual well costs w i t h i n 90-days 
following completion of the w e l l ; that i f no 
objection to the actual well costs i s received by the 
Division and the Division has not objected w i t h i n 45-
days following receipt of said schedule, the actual 
well costs s h a l l be the reasonable well costs; 
provided however, that i f there i s an objection to 
actual well costs within said 45-day period the 
Division w i l l determine reasonable well costs a f t e r 
public notice and hearing. 

(8) That w i t h i n 60-days following 
determination of reasonable well costs, any non-
consenting working i n t e r e s t owner who has paid his 
share of estimated costs i n advance as provided above 
s h a l l pay to the operator his pro rata share of the 
amount that reasonable well costs exceed estimated 
well costs and s h a l l receive from the operator his 
pro rata share of the amount that estimated well 
costs exceed reasonable well costs. 

(9) That the operator i s hereby authorized 
to withhold the following costs and charges from 
production. 

(a) The pro rata share of 
reasonable well costs as set 
f o r t h i n Paragraphs 9 and 10 
above, a t t r i b u t a b l e to each non-
consenting working i n t e r e s t owner 
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who has not paid his share of 
estimated we l l costs w i t h i n 30-
days from the date the schedule 
of estimated well costs i s 
furnished to them. 

(b) As a charge for the r i s k 
involved i n the d r i l l i n g of the 
w e l l , 200% of the pro rata share 
of reasonable well costs 
a t t r i b u t a b l e to each non-
consenting working in t e r e s t owner 
who has not paid his share of 
estimated well costs w i t h i n 30-
days from the date the schedule 
of estimated well costs i s 
furnished to them. 

(10) That the operator s h a l l d i s t r i b u t e 
said costs and charges withheld from production to 
the parties who advanced the well costs. 

(11) That $3,000.00 per month i s hereby 
fixed as a reasonable charge for supervision 
(combined fixed rates) while d r i l l i n g , and that 
$400.00 per month i s hereby fixed as a reasonable 
charge for supervision while producing; that t h i s 
charge should be adjusted annually based upon the 
percentage increase or decrease i n the average weekly 
earnings; that the charges are i n addition to those 
previously approved for the Dakota, Blanco Mesa 
Verde, Pictured C l i f f s and Chacra formations. 

(12) That any unsevered mineral interest 
s h a l l be considered a seven-eights (7/8) working 
in t e r e s t and a one-eighth (1/8) royalty interest for 
the purpose of a l l o c a t i n g costs and charges under the 
terms of t h i s order. 

(13) That any well costs or charges which 
are to be paid out of production s h a l l be withheld 
only from the working interest's share of production, 
and no costs or charges s h a l l be withheld from 
production a t t r i b u t a b l e to royalty i n t e r e s t s . 
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(14) That a l l proceeds from production from 
the subject well which are not disbursed for any 
reason s h a l l immediately be placed i n escrow i n Rio 
Arriba County, New Mexico, to be paid to the true 
owner thereof upon demand and proof of ownerhsip; 
that the operator s h a l l n o t i f y the Division of the 
name and address of said escrow agent w i t h i n 30-days 
from the date of f i r s t deposit with said escrow 
agent. 

(15) That the Applicant, Caulkins O i l 
Company i s hereby authorized to dually complete the 
Kaime #1-R located 911 feet from the North l i n e and 
1,158 feet from the East l i n e , Section 20, T26N, R6W. 

(16) That the Applicant, Caulkins O i l 
Company i s hereby authorized to downhole commingle 
production from the Blanco Mesa Verde and Dakota, and 
the Pictured C l i f f s and Chacra formations. 

(17) That j u r i s d i c t i o n of t h i s cause i s 
retained for the entry of such further orders as the 
Division may deem necessary. 

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

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

RICHARD L. STAMETS 
DIRECTOR 
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1935 - 1985 

TONEV ANAYA O ~ J - ~ V - , ~ V - A I Q O C 
GOVERNOR O c t o b e r 4 , 1 9 8 5 POST OFFICE BOX 2088 

S T A T E L A N D O F F I C E B U I L D I N G 

S A N T A F E , N E W M E X I C O 67501 

iS05) 827-5800 

Karen Aubrey 
K e l l a h i n & K e l l a h i n 
Attorneys a t Law 
Post O f f i c e Box 2265 
Santa Fe, New Mexico 87504-2265 

Re: Case No. 8640 
Order No. R-7998 

Dear Ms. Aubrey: 

Based upon your w r i t t e n request and the a u t h o r i t y granted 
me i n Order No. R-7998, Caulkins O i l Company i s hereby 
granted an extension of time i n which t o commence the 
d r i l l i n g o f the w e l l on the u n i t pooled by said order t o 
two dates: 

a date determined as f o l l o w s : 

(1) March 1, 1986; o r , 

(2) such e a r l i e r o r l a t e r date as may be 
set by the Commission f o l l o w i n g any 
de novo hearing i n t h i s case. 

S i n c e r e l y , 

R. L. STAMETS 
D i r e c t o r 

RLS/fd 
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Ms. Karen Aubrey 
K e l l a h i n & K e l l a h i n 
A t t orneys a t Law 
Post O f f i c e Box 2265 
Santa Fe, New Mexico 

Re: Case No. 8640 
Order No. R-7998 

Dear Ms. Aubrey: 

Based upon your w r i t t e n r e q u e s t and the a u t h o r i t y g r a n t e d 
me i n Order No. R-7998, Caulk i n s O i l Company i s hereby 
granted an extension o f time t o "commence t h e d r i l l i n g o f 
the w e l l on the u n i t pooled by s a i d order t o the e a r l i e r 
of the f o l l o w i n g two dates: 

(1) 90 days f o l l o w i n g d i s m i s s a l o f the 
de novo a p p l i c a t i o n , o r 

(2) the date set f o r commencement i n any 
order approving t h e a p p l i c a t i o n f o l l o w i n g 
a de novo h e a r i n g . 

S i n c e r e l y , 

R. L. STAMETS 
D i r e c t o r 

RLS/fd 



NEW MEXICO DEPARTMENT OF ENERGY AND MINERALS 

TO THE DIRECTOR OF THE OIL 
CONSERVATION DIVISION 

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

APPLICATION OF CAULKINS OIL 
COMPANY FOR COMPULSORY POOLING, 
RIO ARRIBA COUNTY, NEW MEXICO. 

MOTION IN INTERVENTION OF UNION OIL 
COMPANY OF CALIFORNIA AND REQUEST FOR STAY 

COMES NOW Union O i l Company of C a l i f o r n i a , by and through i t s 

undersigned counsel and hereby moves t h a t i t be a l l o w e d t o 

i n t e r v e n e i n the i n s t a n t p r o c e e d i n g . Further, movant requests 

t h a t Order No. R-7998 issued by the D i v i s i o n on August 8, 1985 be 

st a y e d . I n s u p p o r t t h e r e o f , Union O i l Company of C a l i f o r n i a 

s t a t e s : 

1. Union O i l Company of C a l i f o r n i a i s the owner of c e r t a i n 

o v e r r i d i n g r o y a l t y i n t e r e s t s i n the N/2 of S e c t i o n 20, Township 

26 N o r t h , Range 6 West, N.M.P.M., Rio A r r i b a County, New Mexico, 

which lands are the subject of Order No. R-7998. 

2. Union O i l Company of C a l i f o r n i a was not a pa r t y t o the 

proceeding leading t o the promulgation of Order No. R-7998 , nor 

was i t provided w i t h notice t h e r e o f . 

Case No. 8640 
Order No. R-7998 



3. Among o t h e r t h i n g s , Order No. R-7998 provides t h a t the 

operator and owner of c e r t a i n w o r k i n g i n t e r e s t s , M e r i d i a n O i l 

Inc. s h a l l v o l u n t a r i l y reduce the o v e r r i d i n g r o y a l t y bonus w i t h i n 

t h i r t y (30) days from the date the schedule of e s t i m a t e d w e l l 

costs i s fur n i s h e d t o i t . I n t h a t connection, the estimated w e l l 

costs were fur n i s h e d t o Meridian by the a p p l i c a n t , C a u l k i n s O i l 

Company, on August 12, 198 5. 

4. S u b j e c t t o a procee d i n g p r e s e n t l y pending b e f o r e the 

Federal Energy Regulatory Commission (FERC) the movant expects t o 

be allowed t o succeed t o c e r t a i n of the working i n t e r e s t now held 

by Meridian O i l I n c . by the conversion of i t s o v e r r i d i n g r o y a l t y 

i n t e r e s t s . 

5. The movant has an i n t e r e s t i n the lands l i k e l y a f f e c t e d 

by the actions and order of the O i l Conservation D i v i s i o n . 

WHEREFORE, the movant, Union O i l Company of C a l i f o r n i a , 

hereby r e q u e s t s t h a t the O i l C o n s e r v a t i o n D i v i s i o n e n t e r i t s 

o r d e r a l l o w i n g t he i n t e r v e n t i o n of Union O i l Company of 

C a l i f o r n i a and t h a t the o r d e r e n t e r e d i n t h i s case, Order No. 

R-7998 be sta y e d pending the issuance of an o r d e r de novo by 

the O i l Conservation Commission. 

Re s p e c t f u l l y submitted, 

CAMPBELL & BLACK, P.A. 

J. Scott H a l l v V 
Post O f f i c e Box 2208 
Santa Fe, New Mexico 87501 
(505) 988-4421 

ATTORNEYS FOR UNION OIL 
COMPANY OF CALIFORNIA 

- 2 -



Montgomery & Andrews 
Post O f f i c e Box 2307 
Santa Fe, New Mexico 87501 

ATTORNEYS FOR MERIDIAN OIL 
INC. AND EL PASO NATURAL 
GAS COMPANY 
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BEFORE THE 

OIL CONSERVATION DIVISION 

NEW MEXICO DEPARTMENT OF ENERGY AND MINERALS 

TO THE DIRECTOR OF THE OIL 
CONSERVATION DIVISION 

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

APPLICATION OF CAULKINS OIL 
COMPANY FOR COMPULSORY POOLING, 
RIO ARRIBA COUNTY, NEW MEXICO. 

ORDER 

THIS MATTER having come b e f o r e the D i r e c t o r of the O i l 

Conservation D i v i s i o n upon the Motion I n I n t e r v e n t i o n of Union 

O i l Company of C a l i f o r n i a and upon i t s request f o r stay, and the 

Di r e c t o r being f u l l y advised i n the premises 

IT IS ORDERED 

1. That Union O i l Company of C a l i f o r n i a be a l l o w e d t o 

intervene i n the i n s t a n t proceeding; and 

2. That Order No. R-7998 i s hereby s t a y e d pending the 

issuance of an o r d e r de novo by the O i l C o n s e r v a t i o n 

Commission. 

September 11, 1985. 

Case No. 8640 
Order No. R-7998 

R. L. STAMETS, D i r e c t o r 
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STATE OF N E W MEXICO 

E N E R G Y AND M I N E R A L S D E P A R T M E N T 
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1935- 1985 

TONEY ANAYA 
GOVERMOR August 9, 1985 

POST OFFICE B O X 2088 
STATE L A N D OFFICE BUILD ING 
SANTA PE. N E W M E X I C O 87501 

l505) 827-5800 

Ms. Karen Aubrey Re: CASE NO. 3640 
Kellahin & Kellahin ORDER NO. R-7998 
Attorneys at Law s^ 
Post Office Box 2265 Applicant: 
Santa Fe, New Mexico ^ 

Caulkins O i l Compan%yv» 

Dear Madam: 

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

R. L. STAMETS 
Director 

RLS/fd 

Copy cf order also sent t o : 

Hobbs OCD x 
Artesia OCD 
Aztec OCD x 

Other w* Per*Y Pearce 



Jason Kellahin 
W. Thomas Kellahin 
Karen Aubrey 

KELLAHIN and KELLAHIN 
Attorneys at Law 

El Patio-117 North Guadalupe 
Post Office Box 2265 

Telephone 982-4285 
Area Code 505 

Santa Fe, New Mexico 87504-2265 

Augus t 1 5 , 19 85 RECEIVED 

AUG 1 5 1985 

Richard L. Stamets 
O i l Conservation D i v i s i o n 
P. O. Box 2088 
Santa Fe, New Mexico 87501 

Q1L CONSERVATION PJVISiON 

"Hand Delivered II 

Re: New Mexico O i l Conservation D i v i s i o n Order R-799 8 
A p p l i c a t i o n of Caulkins O i l Company f o r forced 
p o o l i n g , dual completion, non-standard p r o r a t i o n 
u n i t , Rio A r r i b a County, New Mexico, Case 8640 

Dear Mr. Stamets: 

On behalf of Caulkins O i l Company and pursuant 
t o Order Paragraph (5) o f Order R-7998, we have 
fur n i s h e d t o the known working i n t e r e s t owner our 
no t i c e l e t t e r dated August 12, 1985, w i t h attachments. 

Enclosed f o r your records are copies of t h a t n o t i c e 
l e t t e r and copies of the c e r t i f i e d m a i l r e t u r n r e c e i p t s 
showing s e r v i c e on Meridian O i l I n c . / E l Paso Natural 
Gas on August 13, 1985. 

WTK:ca 
Enc. 

cc: Meridian O i l , I n c. 
El Paso Na t u r a l Gas Company 
P. O. Box 990 
Farmington, New Mexico 87499 

W. Perry Pearce, Esq. 
Montgomery Law Firm 
Attorneys a t Law 
P. O. Box 2307 
Santa Fe, New Mexico 87504 

Very t r u l y yours, 



KELLAHIN and KELLAHIN 

Richard L. Stamets 
August 15, 1985 
Page 2 

cc: Arnold Raether 
Caulkins O i l Company 
2100 Colorado Bank B u i l d i n g 
Denver, Colorado 80202 

Mr. Charles Verquer 
Caulkins O i l Company 
P. 0. Box 780 
Farmington, New Mexico 87 401 



Jason Kellahin 
W. Thomas Kellahin 
KareD Aubrey 

KELLAHIN and KELLAHIN 
Attorneys at Law 

El Patio-117 North Guadalupe 
Poet Office Box 2265 

Telephone 9S2-42I5 
Area Code 505 

Santa Fe, New Mexico 87504-2265 

August 12, 1985 

Meridian O i l , Inc. 
El Paso Natural Gas Company 
P. O. Box 990 
Farmington, New Mexico 87499 

" C e r t i f i e d " 
Return Receipt Requested 

A t t n : Kr. Van Gobel 

W. Perry Pearce, Esq. 
Montgomery Law Firm 
Attorneys at Law 
P..0. Box 2307 
Santa Fe, New Mexico 87504 

" C e r t i f i e d " 
Return Receipt Requested 

Re: New Mexico O i l Conservation D i v i s i o n Order R-7998 
Appl i c a t i o n of Caulkins O i l Company f o r forced 
pooling, dual completion, non-standard p r o r a t i o n 
u n i t , Rio Arriba County, New Mexico, Case 8640 

Gentlemen: 

On behalf of Caulkins O i l Company and pursuant t o New 
Mexico O i l Conservation D i v i s i o n Order R-7998, copy 
enclosed, I am submitting to you a copy of Caulkins' 
schedule of estimated w e l l costs f o r i t s Kaime 1-R w e l l 
which i s the subject of the referenced hearing. The 
enclosed schedule of estimated w e l l costs i s the same 
schedule t h a t was submitted as part of Caulkins' e x h i b i t 1 
at the hearing held on July 2, 1985, i n the referenced 
case. 

Please note the terms of the order, including the 
provisions t h a t requires Meridian O i l , Inc., t o make an 
el e c t i o n w i t h i n 30 days of receipt of t h i s l e t t e r t o : 

(a) reduce i t s overriding r o y a l t y t o not more than 
12.5% f o r i t s 120 acre lease, and 

(b) t o prepay i t s share of the estimated w e l l costs 
to Caulkins O i l Company, 2100 Colorado Bank B u i l d i n g , 
Denver, Colorado 80202. 
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Meridian Oil, Inc. 
W. Perry Pearce, Esq. 
August 12, 1985 
Page 2 

In the event Meridian Oil, Inc., f a i l s to timely make 
it s election, then Caulkins shall proceed with a well 
dedicated to the approved non-standard proration and 
spacing unit thereby excluding the Meridian Oil, Inc., 
acreage. 

Very truly yours, 
Original signed by 

W . THOMAS K E L L A H I N 

W. Thomas Kellahin 

WTK:ca 
Enc. 

cc: Arnold Raether 
Caulkins Oil Company 
2100 Colorado Bank Building 
Denver, Colorado 80202 

Mr. Charles Verquer 
Caulkins Oil Company 
P. 0. Box 780 
Farmington, New Mexico 87401 



KAIME 1-R 
( 

COST ESTIMATE FOR DEVELOPMENT WELL 

D r i l l and complete a flowing Dakota-Mesa Verde, Chacra and 
Picture C l i f f Well t o TD 7150' 

ITEM DESCRIPTION COST 

Survey Location, Archaeology Clearance $ 800.00 
Well Sign, Safty Anchors 4B0.00 
B u i l d Location 5,000.00 
Cement Surface Casing Includi n g Float Equipment 3,236.00 
D r i l l Well, (7150' @ $15.36) Includes 1st $7,500.00 Mud and Water 109,824.00 
Excess Mud and Water 34,000.00 
Logging, ES Gamma (Open Hole) 7,700.00 
Cementing, 5 1/2" Casing, 3 Stages, Cir c u l a t e Cement 22,000.00 
Logging, P e r f o r a t i n g , Set Plugs (Cased Hole) 9.000.00 
Well S t i m u l a t i o n , Dakota, Mesa Verde, Chacra and Pictured C l i f f s 90,000.00 
Rental Equipment, Frac Tanks, 2 3/8" Tubing, Bridge Plugs, etc. 14,000.00 
Hauling,(Casing, Tubing, Frac Water, Completion Water, Prod Tanks, et c . ) 10,000.00 
5 1/2" Casing Float Equipment f o r 3 Stage Cementing 6,500.00 
Location and P i t Clean-up 4,000.00 
Day Work, D r i l l i n g Rig 4,300.00 
Completion Rig, 120 Hours @ 140.00 16,800.00 
Misc. (Completion B i t s , Roustabout Labor, Welder, et c . ) 14,000.00 
Company Labor, Supervision, Engineering and Overhead 7,600.00 

$359,240.00 

4 3/47. Tax 17,063.90 

Tot a l I n t a n g i b l e and Non Controlable Costs $376,303.90 

CASING and TUBING 

400' of 9 5/8" OD 32.40# Casing @ $15.52 $ 6,300.00 
5150' of 5 1/2" OD 15.5# Casing, ST&C, K-55 @ $7.46 38,419.00 
1000' of 5 1/2" OD 17# Casing, DT&C, K-55 @ $7.98 7,980.00 
1000' of 5 1/2" OD 17# Casing, LT&C, K-55 @ $8.36 8,360.00 
5100' of 1 1/4" OD 2.3# Tubing, NU K-55 @ $1.89 9,639.00 
7100' of 1 1/2" OD 2.9# Tubing, EUE K-55 @ $2.41 17,111.00 

SURFACE EQUIPMENT - DUAL EQUIPMENT 

Well Head 12,719.00 
Dual Packers and Seals 7,208.00 
Prod. Tanks, 2 - 300 bbl Includes Walkway and Stairway 7,400.00 
Separators, 1 - 13-A or equivalent 10,385.00 
I n s t a l l a t i o n , F i t t i n g s and Service 6,500.00 

$132,021.00 

A 3/47. Tax 6,271.00 

T o t a l Tangible and Non Controlable Cost $138,292.00 

T o t a l Well Cost $514,595.90 



KAIME 1-R 

Estimated cost to working interest owners: $514,595.90 

Approx gas production @ $2.25 to pay-out equals 225,000,000 

Pictured C l i f f s off-set (worst well) 15 MCFPD 
Chacra off-set (worst well) 14 MCFPD 
Mesa Verde off-set (worst well) 97 MCFPD 
Dakota off-set (worst well) 187 MCFPD 

Approx production days to pay-out @ 313 MCFPD 720 days 

Pictured C l i f f s off-set (best well) 33 MCFPD 
Chacra off-set (best well 40 MCFPD 
Mesa Verde off-set (best well) 186 MCFPD 
Dakota off-set (best well) 510 MCFPD 

Approx production days to pay-out @ 769 MCFPD 293 days 

Difference between worst and best 427 days 427 + 293 = 506 days 

Approx production days to pay-out @ 763 MCFPD 295 days 

Note: Above well No. 307-M completed same manner as proposed well . 



STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 

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

CASE NO. 8640 
Order No. R-7 9 98 

APPLICATION OF CAULKINS OIL 
COMPANY FOR COMPULSORY POOLING, 
RIO ARRIBA COUNTY, NEW MEXICO. 

ORDER OF THE DIVISION 

BY THE DIVISION: 

T h i s cause came on f o r h e a r i n g a t 8 a.m. on J u l y 2, 
1985, a t Santa Fe, New Mexico, b e f o r e Examiner G i l b e r t P. 
Quintana. 

NOW, on t h i s 8 t h day o f August, 1985, t h e D i v i s i o n 
D i r e c t o r , h a v i n g c o n s i d e r e d t h e t e s t i m o n y , t h e r e c o r d , and 
the recommendations o f t h e Examiner, and b e i n g f u l l y a d v i s e d 
i n t h e premises, 

FINDS THAT: 

(1) Due p u b l i c n o t i c e having been g i v e n as r e q u i r e d 
by law, t h e D i v i s i o n has j u r i s d i c t i o n o f t h i s cause and t h e 
s u b j e c t m a t t e r t h e r e o f . 

(2) The a p p l i c a n t , C a u l k i n s O i l Company, seeks an o r d e r 
p o o l i n g a l l m i n e r a l i n t e r e s t s i n the Basin-Dakota and Blanco 
Mesaverde Pools u n d e r l y i n g t h e N/2 o f S e c t i o n 20, Township 
26 N o r t h , Range 6 West, NMPM, Rio A r r i b a County, New Mexico, 
t o form a stan d a r d 320-acre gas spacing and p r o r a t i o n u n i t 
i n b o t h p o o l s , and an o r d e r p o o l i n g a l l m i n e r a l i n t e r e s t s i n 
the P i c t u r e d C l i f f s and Chacra f o r m a t i o n s u n d e r l y i n g t h e 
NE/4 o f s a i d S e c t i o n 20, t o form a s t a n d a r d 160-acre gas 
spacing and p r o r a t i o n u n i t i n b o t h f o r m a t i o n s , t o be d e d i 
c a t e d t o a w e l l t o be d r i l l e d a t a s t a n d a r d l o c a t i o n t h e r e o n 

(3) The a p p l i c a n t f u r t h e r seeks a p p r o v a l t o downhole 
commingle Blanco-Mesaverde and Basin-Dakota p r o d u c t i o n , t o 
downhole commingle P i c t u r e d C l i f f s and Chacra p r o d u c t i o n , 
and f i n a l l y t o d u a l l y complete t h r o u g h p a r a l l e l s t r i n g s o f 
t u b i n g b o t h commingled p r o d u c t i o n streams i n t h e s u b j e c t 
w e l l . 
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(4) The applicant has the right to d r i l l and proposes 
to d r i l l a well at a standard location in the NE/4 of 
Section 20. 

(5) There i s an i n t e r e s t owner i n the proposed p r o r a t i o n 
u n i t , E l Paso Natural Gas Company/Meridian O i l , Inc., who has- • • 
not agreed t o pool i t s i n t e r e s t . 

(6) The N/2 of said Section 20 i s a standard 320-acre 
spacing and p r o r a t i o n u n i t f o r the Blanco-Mesaverde and 
Basin-Dakota Pools and the NE/4 of the same section i s a 
standard 160-acre spacing and p r o r a t i o n u n i t f o r the Pictured 
C l i f f s and Chacra formations. 

(7) Evidence was presented e s t a b l i s h i n g t h a t 120 acres 
of the proposed 320-acre spacing u n i t , being the N/2 NW/4 
and SW/4 NW/4 of said Section 20, i s under lease t o Meridian 
O i l , I nc. and/or El Paso Natural Gas Company, and t h a t E l 
Paso Na t u r a l Gas Company, predecessor i n i n t e r e s t t o 
Meridian O i l , I n c . , hereafter r e f e r r e d t o as "Meridian", 
created o v e r r i d i n g r o y a l t y burdens on said 120 acres of 
$3.96 and $3.73 per mcf of gas. 

(8) Evidence was also presented t h a t f o r each $858.37 
of income per day a t t r i b u t a b l e t o Meridian's i n t e r e s t i n 
said w e l l , Meridian must pay out $1,508.76 per day, l e a v i n g 
Meridian w i t h a negative d a i l y working i n t e r e s t of $650.39. 

(9) I f Meridian proved t o be a non-consenting p a r t i c i 
pant i n the proposed w e l l , payout f o r i t s i n t e r e s t would 
never occur. 

(10) P a r t i c i p a t i n g working i n t e r e s t owners i n the pro
posed spacing u n i t w i l l be required t o bear the cost and 
r i s k of d r i l l i n g the w e l l i n which one-half i n t e r e s t of the 
w e l l w i l l never pay out. 

(11) Said o v e r r i d i n g r o y a l t y burden placed on Meridian's 
acreage i s i n excess of reasonable o v e r r i d i n g r o y a l t i e s 
based on current economic and marketing c o n d i t i o n s . 

(12) Compulsory pooling of the proposed p r o r a t i o n u n i t 
under such conditions would not be j u s t or reasonable. 

(13) To compulsorily pool the entire N/2 of said Section 
20 in the Blanco-Mesaverde and Dakota formations would cause 
the operator of the well to bear an unreasonable, and there
fore unnecessary, cost burden as to that portion of the 
proration unit bearing said overriding royalty. 
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(14) I n order to p r o t e c t c o r r e l a t i v e r i g h t s , prevent 
waste, and t o avoid compulsory pool i n g under terms t h a t 
are not j u s t or reasonable, any compulsory pooling order 
i s s u i n g i n t h i s case should provide f o r v o l u n t a r y reduc
t i o n of the o v e r r i d i n g r o y a l t y f o r the N/2 NW/4 and the 
SW/4 NW/4 of said Section 20 t o a reasonable f i g u r e , 
w i t h i n a reasonable time, or f o r the p o o l i n g of the N/2 
of said Section 20 exclusive of the N/2 NW/4 and the SW/4 
NW/4. 

(15) Subject t o the conditions contained i n Finding 
No. (14) above, t o avoid the d r i l l i n g of unnecessary w e l l s 
to prevent waste and t o p r o t e c t c o r r e l a t i v e r i g h t s and t o 
a f f o r d the owner of each i n t e r e s t i n said u n i t the oppor
t u n i t y t o recover or receive without unnecessary expense 
hi s j u s t and f a i r share of the gas i n any pool thereunder, 
the subject a p p l i c a t i o n should be approved by pooling a l l 
mineral i n t e r e s t s , whatever they may be, w i t h i n said u n i t s 
i n the Basin-Dakota and Blanco-Mesaverde Pools and the 
P i c t u r e d C l i f f s and Chacra formations. 

(16) The a p p l i c a n t , Caulkins O i l Company, should be 
designated the operator of the subject w e l l and u n i t . 

(17) Any non-consenting working i n t e r e s t owner should 
be a f f o r d e d the o p p o r t u n i t y t o pay h i s share of estimated 
and a c t u a l w e l l costs t o the operator i n l i e u of paying 
hi s share of reasonable w e l l costs out of production. 

(18) Any non-consenting working i n t e r e s t owner who doe 
not pay h i s share of estimated w e l l costs should have w i t h 
held from production h i s share of the reasonable w e l l cost 
plus an a d d i t i o n a l 200% thereof as a reasonable charge f o r 
the r i s k involved i n d r i l l i n g and completing the subject 
w e l l . 

(19) Any non-consenting working i n t e r e s t owner should 
be a f f o r d e d the o p p o r t u n i t y t o o b j e c t t o the a c t u a l w e l l 
costs, but actual w e l l costs should be adopted as the 
reasonable w e l l costs i n the absence of such o b j e c t i o n . 

(20) Following determination of reasonable w e l l costs, 
any non-consenting working i n t e r e s t owner who has paid h i s 
share of estimated costs should pay t o the operator any 
amount t h a t reasonable w e l l costs exceed estimated w e l l 
costs and should receive from the operator any amount t h a t 
estimated w e l l costs reasonably paid exceed reasonable wel 
costs. 
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(21) A cost of $3,000.00 per month w h i l e d r i l l i n g and 
$400.00 per month whi l e producing should be f i x e d as 
reasonable charges f o r supervision (combined f i x e d rates)? 
the operator should be authorized t o w i t h h o l d from produc
t i o n the pro p o r t i o n a t e share of such supervision charges 
a t t r i b u t a b l e t o each non-consenting working i n t e r e s t , and 
i n a d d i t i o n t h e r e t o , the operator should be authorized t o 
w i t h h o l d from production the pr o p o r t i o n a t e share of a c t u a l 
expenditures r e q u i r e d f o r operating the subject w e l l , not 
i n excess of what are reasonable, a t t r i b u t a b l e t o each non-
consenting working i n t e r e s t . 

(22) A l l proceeds from production from the subject w e l l 
which are not disbursed f o r any reason should be placed i n 
escrow t o be paid t o the t r u e owner t h e r e o f upon demand and 
proof of ownership. 

(23) Upon f a i l u r e of the operator o f said pooled u n i t s 
t o commence d r i l l i n g of the w e l l t o which said u n i t s are 
dedicated on or before November 1, 1985, the order p o o l i n g 
said u n i t should become n u l l and v o i d and of no e f f e c t 
whatsoever. 

(2 4) The applicant's request t o downhole commingle the 
Blanco-Mesaverde and Basin-Dakota Pools, and the Pi c t u r e d 
C l i f f s and Chacra formations, and t o d u a l l y complete the 
respective commingled streams w i t h p a r a l l e l s t r i n g s of 
tubing w i l l not r e s u l t i n r e s e r v o i r damage, waste, or 
the v i o l a t i o n of any c o r r e l a t i v e r i g h t s . 

(25) The applicant's request t o complete the subject 
w e l l as described i n Finding No. (24) above should be 
granted provided the supervisor of the D i v i s i o n ' s Aztec 
D i s t r i c t O f f i c e i s consulted i n approving the s p e c i f i c 
d e t a i l s of such a completion. 

(26) The applicant should consult w i t h the supervisor 
of the D i v i s i o n ' s Aztec D i s t r i c t O f f i c e t o formulate a 
reasonable a l l o c a t i o n of production from each respective 
producing zone and an assignment of an allowable t o the 
w e l l . 

(27) The res u l t s of the allocation determination should 
be delivered to the Division's Santa Fe o f f i c e for incorpora
tion into the records of this case. 
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(28) Approval of the subject a p p l i c a t i o n w i l l a f f o r d 
the a p p l i c a n t the opportunity t o produce i t s j u s t and 
e q u i t a b l e share of the gas i n the a f f e c t e d p o o l , w i l l 
prevent economic loss caused by the d r i l l i n g of unneces
sary w e l l s , avoid the augmentation of r i s k a r i s i n g from 
the d r i l l i n g of an excessive number of w e l l s , and w i l l 
otherwise prevent waste and p r o t e c t c o r r e l a t i v e r i g h t s . 

IT IS THEREFORE ORDERED THAT: 

(1) A l l mineral i n t e r e s t s , whatever they may be, 
i n the Blanco-Mesaverde and Basin-Dakota Pools unde r l y i n g 
the N/2 of Section 20, Township 20 North, Range 6 West, 
NMPM, Rio A r r i b a County, New Mexico, are hereby pooled t o 
form a standard 320-acre spacing and p r o r a t i o n u n i t and 
a l l mineral i n t e r e s t s , whatever they may be, i n the 
Pictured C l i f f s and Chacra formations und e r l y i n g the NE/4 
of said Section 20 are hereby pooled t o form a standard 
160-acre spacing and p r o r a t i o n u n i t t o be dedicated t o a 
w e l l t o be d r i l l e d at a standard l o c a t i o n thereon. 

PROVIDED HOWEVER THAT, the operator of said u n i t s h a l l 
commence d r i l l i n g of said w e l l on or before November 1, 
1985, and s h a l l t h e r e a f t e r continue the completion of said 
w e l l w i t h due d i l i g e n c e . 

PROVIDED FURTHER THAT, i n the event said operator does 
not commence the d r i l l i n g of said w e l l on or before 
November 1, 1985, Order (1) of t h i s order s h a l l be n u l l 
and v o i d and of no e f f e c t whatsoever. 

PROVIDED FURTHER THAT, should said w e l l not be com
plet e d w i t h i n 120 days a f t e r commencement t h e r e o f , said 
operator s h a l l appear before the D i v i s i o n D i r e c t o r and 
show cause why Order (1) of t h i s order should not be 
rescinded. 

(2) Caulkins O i l Company i s hereby designated the 
operator of the subject w e l l and u n i t . 

(3) W i t h i n 30 days from the date the schedule of 
estimated w e l l costs i s furnished t o Meridian O i l , I n c . , 
i t s h a l l make an e l e c t i o n t o v o l u n t a r i l y reduce o v e r r i d i n g 
r o y a l t y not i n excess of a t o t a l 12.5 percent f o r i t s 120-
acre lease, and i n the event i t does not make t h a t elec
t i o n , the N/2 NW/4 and the SW/4 NW/4 of said Section 20 
s h a l l be excluded from the p r o r a t i o n and spacing u n i t and 
the D i v i s i o n s h a l l upon w r i t t e n request a u t o m a t i c a l l y 
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approve the u n i t as a non-standard p r o r a t i o n and spacing 
u n i t c o n s i s t i n g of that portion of the N/2 of s a i d Section 
20 excluding the N/2 NW/4 and the SW/4 NW/4. 

(4) The o p e r a t o r s h a l l n o t i f y t h e D i v i s i o n o f t h e 
d e c i s i o n o f M e r i d i a n O i l , I n c . , r e q u e s t i n g a p p r o v a l o f 
t h e non-standard p r o r a t i o n u n i t i f s a i d p a r t y chooses 
not t o o r i s unable t o amend i t s o v e r r i d i n g r o y a l t y i n t e r e s t 

(5) A f t e r t h e e f f e c t i v e date o f t h i s o r d e r and w i t h i n 
90 days p r i o r t o commencing s a i d w e l l , t h e o p e r a t o r s h a l l 
f u r n i s h t h e D i v i s i o n and each known w o r k i n g i n t e r e s t owner 
i n t h e s u b j e c t u n i t s an i t e m i z e d schedule o f e s t i m a t e d w e l l 
c o s t s . 

(6) W i t h i n 30 days from t h e date t h e schedule o f 
e s t i m a t e d w e l l c o s t s i s f u r n i s h e d t o him, any non-consenting 
w o r k i n g i n t e r e s t owner s h a l l have t h e r i g h t t o pay h i s share 
o f e s t i m a t e d w e l l c o s t s t o t h e o p e r a t o r i n l i e u o f p a y i n g 
h i s share o f reasonable w e l l c o s t s o u t o f p r o d u c t i o n , and 
any such owner who pays h i s share o f e s t i m a t e d w e l l c o s t s 
as p r o v i d e d above s h a l l remain l i a b l e f o r o p e r a t i n g c o s t s 
b u t s h a l l n o t be l i a b l e f o r r i s k charges. 

(7) The o p e r a t o r s h a l l f u r n i s h t h e D i v i s i o n and each 
known w o r k i n g i n t e r e s t owner an i t e m i z e d schedule o f a c t u a l 
w e l l c o s t s w i t h i n 90 days f o l l o w i n g c o m p l e t i o n o f t h e w e l l ; 
i f no o b j e c t i o n t o t h e a c t u a l w e l l c o s t s i s r e c e i v e d by t h e 
D i v i s i o n and t h e D i v i s i o n has not o b j e c t e d w i t h i n 45 days 
f o l l o w i n g r e c e i p t o f s a i d schedule, t h e a c t u a l w e l l c o s t s 
s h a l l be t h e reasonable w e l l c o s t s ; p r o v i d e d however, t h a t 
i f t h e r e i s an o b j e c t i o n t o a c t u a l w e l l c o s t s w i t h i n s a i d 
45-day p e r i o d t h e D i v i s i o n w i l l d etermine reasonable w e l l 
c o s t s a f t e r p u b l i c n o t i c e and h e a r i n g . 

(8) W i t h i n 60 days f o l l o w i n g d e t e r m i n a t i o n o f r e a s o n a b l 
w e l l c o s t s , any non-consenting w o r k i n g i n t e r e s t owner who 
has p a i d h i s share o f e s t i m a t e d c o s t s i n advance as p r o v i d e d 
above s h a l l pay t o t h e o p e r a t o r h i s pro r a t a share o f t h e 
amount t h a t reasonable w e l l c o s t s exceed e s t i m a t e d w e l l 
c o s t s and s h a l l r e c e i v e from the o p e r a t o r h i s pro r a t a share 
o f t h e amount t h a t e s t i m a t e d w e l l c o s t s exceed reasonable 
w e l l c o s t s . 

(9) The operator i s hereby authorized to withhold the 
following c o s t s and charges from production: 

(A) The pro r a t a share of reasonable w e l l c o s t s 
a t t r i b u t a b l e to each non-consenting working 



» -7-
Case No. 8640 
Order No. R-7998 

i n t e r e s t owner who has not paid h i s share 
of estimated w e l l costs w i t h i n 30 days 
from the date the schedule of estimated 
w e l l costs i s f u r n i s h e d t o him. 

(B) As a charge f o r the r i s k i n v o l v e d i n the . . . 
d r i l l i n g of the w e l l , 200 percent of the 
pro r a t a share of reasonable w e l l costs 
a t t r i b u t a b l e t o each non-consenting working 
i n t e r e s t owner who has not paid h i s share 
of estimated w e l l costs w i t h i n 30 days from 
the date the schedule of estimated w e l l costs 
i s furnished t o him. 

(10) The operator s h a l l d i s t r i b u t e said costs and charges 
w i t h h e l d from production t o the p a r t i e s who advanced the w e l l 
costs. 

(11) $3,000.00 per month whi l e d r i l l i n g and $400.00 per 
month w h i l e producing are hereby f i x e d as reasonable charges 
f o r s u p e r v i s i o n (combined f i x e d r a t e s ) ; the operator i s 
hereby authorized t o w i t h h o l d from production the p r o p o r t i o n a t e 
share of such supervision charges a t t r i b u t a b l e t o each non-
consenting working i n t e r e s t , and i n a d d i t i o n t h e r e t o , the 
operator i s hereby authorized t o w i t h h o l d from production 
the p r o p o r t i o n a t e share of a c t u a l expenditures required f o r 
operating such w e l l , not i n excess of what are reasonable, 
a t t r i b u t a b l e t o each non-consenting working i n t e r e s t . 

(12) Any unsevered mineral i n t e r e s t s h a l l be considered 
a seven-eighths (7/8) working i n t e r e s t and a one-eighth (1/8) 
r o y a l t y i n t e r e s t f o r the purpose of a l l o c a t i n g costs and 
charges under the terms of t h i s order. 

(13) Any w e l l costs or charges which are t o be paid out 
of p roduction s h a l l be w i t h h e l d only from the working 
i n t e r e s t ' s share of production, and no costs or charges 
s h a l l be w i t h h e l d from production a t t r i b u t a b l e t o r o y a l t y 
i n t e r e s t s . 

(14) A l l proceeds from production from the subject well 
which are not disbursed for any reason s h a l l immediately be 
placed i n escrow in Rio Arriba County, New Mexico, to be paid 
to the true owner thereof upon demand and proof of ownership; 
the operator s h a l l notify the Division of the name and address 
of said escrow agent within 30 days from the date of f i r s t 
deposit with said escrow agent. 
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(15) The a p p l i c a n t , Caulkins O i l Company, i s hereby 
authorized t o downhole commingle the Blanco-Mesaverde and 
Basin-Dakota Pools, downhole commingle the Pict u r e d C l i f f s 
and Chacra formations, and d u a l l y complete the respective 
commingled streams w i t h p a r a l l e l s t r i n g s of tu b i n g provided 
the supervisor of the D i v i s i o n ' s Aztec D i s t r i c t O f f i c e i s 
consulted i n approving the s p e c i f i c d e t a i l s of such a 
completion. 

(16) The app l i c a n t s h a l l consult the supervisor of said 
d i s t r i c t o f f i c e t o formulate a reasonable a l l o c a t i o n of 
production from each respective producing zone and an 
assignment of allowable t o the w e l l . 

(17) The determined production a l l o c a t i o n f a c t o r s f o r 
each producing zone s h a l l be d e l i v e r e d t o the D i v i s i o n ' s 
Santa Fe o f f i c e f o r i n c o r p o r a t i o n i n t o the records of t h i s 
case. 

(18) J u r i s d i c t i o n of t h i s cause i s r e t a i n e d f o r the 
entry o f such f u r t h e r orders as the D i v i s i o n may deem 
necessary. 

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

STATE OF NEW MEXICO 

R. L. STAMETS 
Di r e c t o r 

S E A L 

f d / 
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50 YEARS 

TONEY ANAYA 
GOVERMOR 

STATE D F N E W M E X I C O 

E N E R G Y AND M I N E R A L S D E P A R T M E N T 
O I L C O N S E R V A T I O N D I V I S I O N 

January 15, 1986 

1935 - 1985 

POST OFFICE BOX 2088 
STATE L A N D OFFICE BUILDING 
SANTA FE. N E W M E X I C D 87501 

(505) 827-5800 

Ms. Karen Aubrey 
K e l l a h i n & K e l l a h i n 
Attorneys a t Law 
Post O f f i c e Box 2265 
Santa Fe, New Mexico 

SEP - 2 1986 
OIL CONSERVATION DIVISION 

SANTAFE 

Re: Case No. 8640 
Order No. R-7998 

Dear Ms. Aubrey: 

Based upon your w r i t t e n request and the a u t h o r i t y granted 
me i n Order No. R-7998, Caulkins O i l Company i s hereby 
granted an extension of time t o commence the d r i l l i n g of 
the w e l l on the u n i t pooled by sa i d order t o the e a r l i e r 
of the f o l l o w i n g two dates: 

(1) 90 days f o l l o w i n g d i s m i s s a l o f the 
de novo a p p l i c a t i o n , or 

(2) the date set f o r commencement i n any 
order approving the a p p l i c a t i o n f o l l o w i n g 
a de novo hearing. 

Si^pe~ere>ly/, 

R. L. STAMETS 
D i r e c t o r 

RLS/fd 



STATE OF NEW MEXICO 

ENERGY AND MINERALS DEPARTMENT 
OIL CONSERVATION DIVISION 

TONEY ANAYA A u q u s t 2 5 , 1986 POST OFFICE BOX 20BB 
GOVERNOR STATE LANO OFFICE BUILDING 

SANTA FE, NEW MEXICO 87501 
(505) 827-5800 

Mr. W. Perry Pearce 
Montgomery and Andrews 
P. O. Box 2307 
Santa Fe, New Mexico 

Re: CASE NO. R640 
ORDER NO. R-7998-A 

A p p l i c a n t : 

Caulkins O i l Company 

Dear S i r : 

Enclosed h e r e w i t h are two copies o f the above-referenced 
Commission order r e c e n t l y entered i n the s u b j e c t case. 

R. L. STAMETS 
D i r e c t o r 

RLS/fd 

Copy of order also sent t o : 

Hobbs OCD x 

A r t e s i a OCD x 

Aztec OCD v 

Karan Aubrey 



Jaaon Kellahin 
W. Thomas Kellahin 
Karen Aubrey 

KELLAHIN and KELLAHIN 
Attorneys at Law 

El Patio - 117 North Guadalupe 
Post Office Box 2265 

Santa Fe, New Mexico 87504-2265 

January 14, 1986 

Telephone 9S2-4285 
Area Code SOS 

HAND—DELIVERED 

Mr. Dick Stamets Gil,.COtiSERVAIi.QtiPM$lii& 
Director 
O i l Conservation Division 
Post Office Box 2088 
Santa Fe, New Mexico 87504-2088 

Re: Caulkins O i l Company 
Case No. 8640 De Novo 

Dear Mr. Stamets: 

As you may r e c a l l , the above matter was set for 
hearing on January 7, 1986 before the O i l 
Conservation Commission. At the request of El Paso 
Natural Gas, Caulkins has agreed to continue t h i s 
matter u n t i l such time as the overriding 
royalty/production payment s i t u a t i o n i s resolved. I t 
is El Paso's understanding that i t w i l l be resolved 
sometime i n May, 1986. 

The present Order of the examiner, as amended by your 
l e t t e r of October 4, 1985 allows Caulkins O i l Company 
u n t i l March 1, 1986 or u n t i l such e a r l i e r or la t e r 
date as may be set by the Commission following any de 
novo hearing i n t h i s case. Since we are tr y i n g to 
put a resolution of t h i s matter forward i n time u n t i l 
such time as we believe the working 
interest/overriding royalty i n t e r e s t issue w i l l be 
resolved, we would appreciate i t i f you would write 
us a l e t t e r extending the time to d r i l l u n t i l 90-days 
afte r the entry of a Commission Order i n t h i s matter 
and granting us an i n d e f i n i t e continuance u n t i l the 
question of the overriding royalty/production payment 
has been resolved. 



KELLAHIN and KELLAHIN 

Mr. Dick Stamets 
January 14, 1986 
Page -2-

I f you need additional information or wish to discuss 
t h i s , please c a l l me. 

Sincerely, 

Karen Aubrey 
KA:mh 
cc: William F. Carr, Esq. 

W. Perry Pearce, Esq. 
Mr. Arnold Raether 
Mr. Charles Verquer 



Memo R. L. STAMETS 
Director 

~7 cf /^fa> 

ffub> 7-
V 

c/ / 

S 

a H ^ io*/' 

J 
IV-

Oil Conservation Division 
PO Box 2088, Santa Fe, New Mexico 87504 
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Victor R. Ortega 
John E. Conway 
Jeffrey R. Brannen 
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Gary R. Kilpatrlc 
Thomas W. Olson 
William C. Madison 
Walter J. Melendres 
Bruce Herr 
Michael W. Brennan 
Robert P. Worcester 
James C. Compton 
John B. Draper 
Nancy M. Anderson 
Alison K. Schuler 
Janet McL. McKay 
Jean-Nlkole Wells 
Mark F. Sheridan 
Joseph E. Earnest 
Stephen S. Hamilton 
W. Perry Pearce 
Phyllis A. Dow 
Stephen J. Rhoades 
Brad V. Coryell 

Wesley B. Howard, Jr. 
Michael H. Harbour 
Robert J. Mroz 
Sarah M. Singleton 
Charles W. N. Thompson, Jr. 
John M. Hlckey 
Mack E. With 
Galen M. Buller 
Katherine A. Weeks 
Edmund H. Kendrick 
Helen C. Sturm 
Richard L. Puglisi 
Arturo Rodriguez 
Joan M. Waters 
Terrl A. Mazur 
Stephen R. Kotz 
Christine Gray 
James C. Murphy 
James R. Jurgens 
Ann M. Maloney 
Deborah J. Van Vleck 
Anne B. Hemenway 
Roger L. Prucino 
Kay E. Mares 

Augus t 28 , 1986 

SANTA FE OFFICE 
325 Paseo de Peralta 
Post Office Box 2307 

Santa Fe, New Mexico 87504-2307 

Telephone (505) 982-3873 
Telecopy (505) 982-4289 

ALBUQUERQUE OFFICE 
Suite 500 

7 Broadway Place 
707 Broadway, N.E. 

Post Office Box 26927 
Albuquerque, New Mexico 87125-6927 

Telephone (505) 242-9677 

LOS ALAMOS OFFICE 
Suite 120 

901 18th Street 
Los Alamos, New Mexico 87544 

Telephone (505) 662-0005 

REPLY TO SANTA FE OFFICE 

Richard L. Stamets, D i r e c t o r 
O i l Conservation D i v i s i o n 
Post O f f i c e Box 2088 
Santa Fe, New Mexico 87504-2088 

SEP -2 1936 

Re: Caulkins O i l Company Compulsory Pooling; 
OCD Case No. 8640 

Dear Dick: 

A f t e r our telephone discussion of several days ago, I looked 
at the Caulkins f i l e t o see i f i n f a c t i t would be s u f f i c i e n t t o 
simply l e t the Commission's present Order No. 7998-A remain i n 
e f f e c t . 

My c l i e n t s remain concerned inasmuch as subsequent to the 
en t r y of the i n i t i a l Order i n t h i s case, which by the terms of 
the present Commission Order i s now i n f u l l force and e f f e c t , 
Caulkins was granted a pe r i o d of time of n i n e t y (90) days from 
the date of the f i n a l Commission Order i n t h i s case t o commence 
d r i l l i n g the w e l l i n question. Inasmuch as my c l i e n t s agreed t o 
dismiss t h e i r de novo a p p l i c a t i o n soley on the basis of the 
rep r e s e n t a t i o n t h a t Caulkins was dismissing t h e i r e n t i r e case, I 
believe i t i s appropriate t o have the Commission Order No. 7998-A 
e i t h e r amended or adjusted through nunc pro tunc. 

I appreciate your a t t e n t i o n t o t h i s matter. 

S i n c e r e l y , 

WPP:dml 
cc: Karen Aubrey, Esq. 



S T A T E O F N E W M E X I C O 

E N E R G Y AND M I N E R A L S D E P A R T M E N T 
O I L C O N S E R V A T I O N D I V I S I O N 

POST OFFICE BOX 2088 
TONEY A N A Y A , S T A T E LAND OFFICE BUILDING 

GOVERNOR Sep tember 1 5 , 1986 SANTA FE. NEW MEXICO 87501-SOBS 
(505) 827-5800 

Ms. Karen Aubrey 
Kellahin and Kellahin 
El Patio - 117 North Guadalupe 
P. 0. Box 2265 

Santa Fe, New Mexico 87504-2265 

Dear Ms. Aubrey: 
In accordance with your l e t t e r of September 9, 1986, and the 
agreement to dismiss the de novo application i n Case No. 8640, 
Division Order No. R-7998 i s hereby set aside and the pooling 
authorized therein rescinded. 

R. L. STAMETS 
Director 

RLS:dp 

cc: Perry Pearce 
Case 8640^ 



Jason Kellahin 
W. Thomas Kellahin 
Karen Aubrey 

Telephone 982-4285 
Area Code 505 

OIL CONSERVATION D I ^ ^ L m b e r 9 1 9 8 6 

SANTA FE 

Mr. Dick Stamets 
O i l Conservation Division 
Post Office Box 2088 
Santa Fe, New Mexico 87501 

Re: Application of Caulkins O i l Company for 
Compulsory Pooling, Rio Arriba County, New 
Mexico 
Case No. 8640 
Order No. R-7998 

Dear Mr. Stamets: 

At your request, t h i s l e t t e r formally requests the 
dismissal of Case No. 8640, O i l Conservation Division 
case which resulted in force pooling Order No. R-
7998. I t is my understanding that my c l i e n t s are i n 
the process of obtaining a farmout from Union of 
Cal i f o r n i a who has acquired the majority of the 
working in t e r e s t s . 

As we discussed, t h i s i s the case which appeared on 
the August Commission Docket. At that time a 
dismissal of the case was requested, but apparently 
i t was not made clear to you that the underlying 
force pooling case needed to be dismissed also. 

Sincerely, 

Karen Aubrey 
KA:mh 
cc: B i l l Carr, Esq. 

W. Perry Pearce, Esq. 


