
APPLICATION FOR APPROVAL OF THE SOUTHEAST VACUUM UNIT AGREEMENT 
LEA COUNTY, NEW MEXICO 

To the Honorable, the O i l Conservation Commission of the State of New Mexico 

1. Formal application is hereby made for the approval by the Oil Con­

servation Commission of the Southeast Vacuum Unit Agreement, dated October 17, 

1944, and subscribed by Stanolind Oil and Gas Company and The Pure Oil Company. 

A l l of the land embraced i n the unit area is land of the State of New Mexico. 

Stanolind O i l and Gas Company i s the sole lessee and owner of the 1760 acres of 

State leases situated within the unit area described as being held by i t . The 

Pure Oil Company i s likewise the sole leasehold owner of the 56O acres of land 

within the unit area described i n the unit agreement as being held by i t . Mag­

nolia Petroleum Company i s the owner of the State lease on the Northwest Quarter 

(Nff/4) of Section 16 and Gulf O i l Corporation i s the owner of a State lease on the 

West Half of the Northwest Quarter (W/2 NW/4) of Section 9. Magnolia Petroleum 

Company and Gulf Oil Corporation have not decided to become parties to the Unit 

Agreement, therefore approximately ninety-one per cent (91^) of the land embraced 

i n or which should be embraced i n the unit area has been committed to the agree­

ment. Section 18 of the agreement makes possible the subsequent addition of these 

other parties to the unit agreement i f they should at some subsequent time decide 

to become parties thereto and proper arrangements can be made therefor. 

(a) This agreement w i l l tend to promote the conservation 

of o i l and gas and the better u t i l i z a t i o n of reservoir energy i n that the combin­

ation and pooling of the working interests i n the several tracts embraced within 

this area w i l l avoid duplicate and competitive d r i l l i n g and w i l l secure unified 

operation by one management. Unity of management assures uniformity i n compliance 

with a l l necessary conservation practices prescribed or approved by the Oil Conser­

vation Qommission and uniformity i n procedures i n carrying out such practices. 

The State i s at the same time i n the position to require a l l necessary d r i l l i n g 

and production to f u l l y develop the land to the extent believed to be necessary 

to secure the best interest of the State, 

(b) The State of New Mexico w i l l receive i t s f a i r share of 

the o i l and gas produced under this agreement for the reason that the State i s 

the sole Royalty Owner i n the entire unit area. 

(c) A l l rentals and royalties w i l l be paid to the Commissioner 

of Public Lands and distribution can be made by him to the several funds of the 



several State Institutions to which Income should be credited. 

(d) The agreement f u l l y protects, preserves and secures a l l 

statutory powers of the Oil Conservation Commission. 

(e) The parties signatory thereto are the sole owners of a l l 

interests i n the land committed to this agreement. 

2. A complete geological map and report is tendered herewith for the 

confidential f i l e of the Oil Conservation Commission. I t is to be noted by Sec­

tion 20 of this agreement that the term of this agreement is for five (5) years 

after the effective date thereof and so long thereafter as o i l or gas is produced 

and i t is asked that the term of the State leases be so extended and modified to 

conform to the term of this unit agreement. Application is concurrently being 

made to the Commissioner of Public Lands of the State of New Mexico for the 

approval of this agreement. There is f i l e d herewith an original executed copy of 

this agreement and a photostatic copy thereof. 

Herewith the applicant respectfully requests that notice be given and 

hearing be held and that the Oil Conservation Commission approve this agreement. 

Respectfully submitted, 

STANOLIND OIL AM) GAS COMPANI 

4JU 

STATE OF OKLAHOMA \ 
I SS: 

COUNTY OF TULSA J 

R, E. NELSON, JR., of lawful age, being duly sworn, on oath deposes 
and says that he is the Supervisor of Unitization of Stanolind Oil and Gas Company; 
that he has reed the foregoing application and knows the contents thereof and 
states that the matters and things therein set forth are true to the best of his 
information and belief. 

:,if commission expires MV COMMISSION EXPIRES MAY 24. 

v N o t a r y Public 
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AKK/ks 10/9/44 1-60O 

?81£ COHTKACT, made this day of October, A*D* 

1944, by and between Sf AMOLXMD OIL ANJ 3AC COHPAHI, a corporation, 

hereinafter u U i i wStenollnd , ,

# end THE PORE OIL COtfPAHSf, a 

corporation, hereinafter called *Purel,j 

l l i l l t l l l l t 

WHKRIAS, Pure Iff the owner of valid aad subsisting oil 

and ga* leaaea covering lands the Stata of Hon Mexico described 

aa follow | 

Tha South Half <s/S) of Saotion Sight 
{8) # and tho Eaat Half of tho northwest 
Quaerfeev (s/8 ana tho .outhwest Quarter 
<8V4) of Seotion Ulna (0) t Township £lght*«n 
US) South, Baaa* Thlrtv-«lx (SS) last, Lea 
County, Sew Mexico j embracing 500 seres, more 
or less* and 

WH3RLAS, Stanolind is the holder of valid and subsisting 

oil and gas looses oo ver ing lands of the State of Hew Mexico dee* 

crlbed as followst 

She Worth Half (^/S) of Section Bight 
(3), and tho last Half ( E / 8 ) of Seotion Elno 
(©), ssd the last Half (*ya> and tho Southwest 
quarter (8*/*) of Seotion sixteen (16), and 
a U of Section Seventeen (If) Townahip and 
mmm ajfojwtftld, onaraoing 1700 acres, aero 
• r lessj snd 

msmM § the parties hereto desire to unitlse said lands 

under the provisions of the laws of Hon ftexleo, therefor* 

HO*, ,?HB$ISF0Rl;, la consideration of the aaatual promises 

herein contained, the parties hereto do expressly agree aa follows! 

1« Lkm* This agrooismit is aade subject to Chapter 

Sixty Nine, Sew Kexlee Statutes Annotated, ld41c and Chapter 

Llghty-oight of tho Set leslo© Session Laws of 1945* and tho 

regulations and* thoreandor* 

8» l T i f f Mwpraiarau All deposits of o i l , gas, 

eealngh«a4 gasoline, ad kindred substanoos in and under and that 



aay be produced from the above described lends are hereby unitlsed 

under the provisions ef this agreement* 

3» SMI? _OKSEAf CB. Sfcaneliad ls hereby desisted as 

Unit Operator hereunder, and a l l references herein aade to the 

Operator shall refer to stanolind acting in that capacity, and all 

references herein to Working interest Owners shall refer to both 

parties hereto in that capacity* the Operator is i &reby panted 

the right of possession of all of the above described land for 

the purpose of operating the satne under the terms and conditions 

of this agreeaent ond of the underlying leases, and except as 

below provided, shall have tht control and saanageacnt of tho 

operations under this a$r«o»ent* There shall be no cross* 

assignment of leasehold titles or estatee* All operations eon-

ducted hereunder shall be In conformity with law and all valid 

regulations and lawful orders Issued thereunder* in the event 

that Stanolind resigns as unit operator or disposes of all of Its 

working interest Pure shall have the first right and option upon 

Fifteen (l i ) days notice to beooae the unit operator* In the 

event that Pure falls to elect to become the unit operator within 

said tie* then the working interest owners shall designate a new 

operator• As soon as the new operator shall take over operations, 

but in no event later than sixty (60) days after the resignation 

of Stanolind, Btenellnd shall be relieved of the duties and obll* 

gatlone as operator hereunder* 

4* MxattpmnB mm oaauf gu operator shell not do 
any of the following thlags without the consent of both working 

Interest Owners t 

** Locate or dr i l l , either with its own tools or 

through tha agency of a drilling contractor, 

any well or wells, eseept es provided ia 

section 11 hereof, revided thet consent to 



d r i l l any ®#U shall be full authority to 

make a l l necessary expenditures to d r i l l , 

eoaplete, and ©quip the saae including any 

necessary leaae tenkaatf 

b* Hake any other proposed expenditure in excess 

of t»,OO©*Q0f 

c. Adopt any secondary recovery rnethod or make 

any other radical change in the laethod of 

operation! 

d* Abandon any well or ws%l»$ 

e* Dispose of any ma,lor it eas of surplus raster-

lalsg 

f» Admit additional lands to participation 

hereunder, but Operator aay admit such lands 

on such consent and on consent of the Oil 

Conservation Cejcslaelofu 

The Operator shall carry such workmen1s compensation and 

other insurance es the -^orklac Interest Owners shall prescribe* 

In addition thereto the forking Interest Owners shall 

have the right to advise and consult with the Operator generally 

with respeet to the conduct of said operations* 

8* TK3? WELLi Within tlirce months after thi* plan has 

been executed by the pertles hereto and approved by the Coaalssioner 

of Public Lands of Raw ifoxlco and by the Oil Conservation Coaalssloa 

of Hew *lexieo, Operator will coraricnee operations for a test well 

upon the approximate center of the northeast Quarter of the North-

east Quarter (HE/4 W/l) of Section seventeen (If) aforesaid, 

and will thereafter eeaasnee and prosecute the drilling of said 

well with reasonable diligence to a depth of 6500 feet waits* oil 

or gas in paying quantities* water in the San Andres foraatlon, 

or granite or other impenetrable si&stnoe Is encountered at a 

lesser depth* 

3# 



6. COST OF WHBATlOKSi The eoet of a l l operation* for 

exploring and testing the land for oil, ga* and kindred substance*, 

and producing, storing and marketing the same shell be advanced 

and paid by the Operator snd charged to the Working Interest Owners 

ID proportion a* the number of acres contributed to this contract 

by each bears te the total number of acres subject to this oon* 

tract* The manner of making :md collecting such charges and other 

details respecting said operations shall be handled as provided 

in the Accountinc Procedure attached hereto and marked Exhibit 

•A* • Reference therein to tl- e "Tton-Operators* shaU be deemed 

to refer tc the *©rt&ng intereat Owners in their capacity as such* 

7* KPFjECT OF OTITiaATICjit The parties, by their execu- : 

tion hereof, and the state of Wow Mexico, by the approval hereof 

by the Commissioner ef Public lands and the Oil Conservation 

Commission, agree and consent that all leases to the extent that 

they apply to the lands embraced in this contract shall be deemed 

to be and constitute one lease; thnt the term of e l l of said leases 

is hereby extended to conform to the term of this unit contractg 

that the terms and conditions of each of said leases are hereby 

modified to the extent necessary to make the same conform to the 

provision* hereof, but otherwise each lease shall be and remain in 

full force end effect, and that drilling and production on any 

lease shall be deemed to be md constitute drilling and production 

on all leaee* within th« meaning of such lease* 

a. AUiOCATIoij .OF momcTimt The parties, by their 

execution hereof, and the Htats of Hew Mexico, by th* approval 

hereof by the Commissioner of Public lands and the Oil Conservation 

Commisfiion, agree end consent that tht production froa a l l sells 

drilled on the above described land except that used by the Operator 

for development, operating aad camp purposes on the unit area, 

ehell be allocated to each lease in proportion as the number of 

acres committed to this agreement out cf each lease bears to the 

total acreage committed thereto* 

9. RmkUim& Am mM.AUi The state of Sew Mexico, by ; 



tue approve}, hereof by the Commissioner of Public Land* and the 

Oil Conservation Commission, a reee and eoneents that royalties 

shall be paid at lease rates upon the production allocated to each 

lease shove set out instead of upon the production taken from wells 

drilled on the individual lease; that unitisod substances produced 

hereunder and injected into any formation for cycling or repressur-

lag operations hereunder shall be free froa royalty chargej that i f 

Operator injects gas obtained froa outside sources into any forma­

tion for represouring, stimulatlorj of production, or increasing 

ultimate recovery in its operations hereunder, a like amount of 

gat may be withdrawn from th© formation royalty free as to dry gas 

but not as to the products extracted therefrom, provided such pro-

,TW is approved by the Oil Conservation Commission* Operator 

shall pay for the account of the working Interest Owners al l royal­

ties due tho State of Mew Mexico under the terms ef the several 

leases as modified hereby* Each part- hereto shall pay and bear 

al l rentals due under its leases* 

10* iqlSPQ^a, OF PUmimiO^t >j*eh party hereto shall 

always have the right at any time upon Thirty (30) days advance 

notice to the Operator to receive its allocated share of the pro­

duction ia kind, after deduction of the state royalty, snd 

separately dispose thereof, provided that the party shall provide 

al l facilities necessary for such <':eliverlee in kind and pay all 

additional cost occasioned in unking separate delivery* Otherwise 

the Operator shall have tbe right to sell and dispose of said pro­

duction, cr to purchase the same for its own account at not less 

than the prevailing field market price* Operator shall make settle* 

meat with the working Interest owners ln cash for their respective 

shares of the proceeds of tale not later than the last day of each 

month for the production sold during the preceding calendar sionth, 

and shall accompany said payment with « statement as to the quantity 

and value of euch production* 

11* OttlOif .AS TO milhlMm After the grilling of 

the first well hereinabove provided far, in the event any verkinar 

Interest Owner ehould refuse to content to the drilling ef any 

subsequent well upon the above described land within Ten (10) 



days after receiving notice from the Operator or the other Working 

Interest Owners of the location at which and th© depth to which it 

ls desired that such well be drilled, then the forking Interest 

Owner desiring to d r i l l such sell shall have the right to dri l l 

the saas at its sole cost and «xpenae, and any non-conBentin 

working Interest Owner shaU bo relieved fron contributing to 

the cost, expense and risk of th® drilling cf such well, i f 

such well Is non jJIMtaotlve i t shaU be abandoned the sole 

cost and expense of the >%rktnr Interest Owner wh© drilled it* 

I f said well is a producer, the party who drilled the well shall 

have the right to continue to operate the well for its own special 

account and at its own risk and expense, and to appropriate the 

entire working interest ehnro o p the non-participating party 

therefrom until the producing party shall have recovered there* 

from one-and-one-half times what otherwise would have been the 

share of th© non-partlotpsttog party in th© cost of drilling and 

equipping th© well had he participated in the drilling oi' the 

wsll in the f irst Instance, plus the non-partioipa*l*g party's 

ful l share of the cost of operating the well to date of reimburse­

ment* upon ouch reimbursement having been obtained by the drilling 

party out of the above described part of th© production the oper­

ation of said well shall be turned ov«r to the Operator and the 

well shall thereafter be operated for the joint account of the 

parties hereto, end a l l physical equipment for which reimbursement 

lias been obtained shall becaae the property of the parties hereto, 

proportionate to their interest* 

IS* XlSJil* Eaeh. party has submitted to the other 

satisfactory evidence of title to Its leasehold interest in the 

above described lands respectively owned by each upon the becis 

of which evidence the interest of said parties hereunder le 

hereby and shell ycJatln fixed* 

6. 



13* A^mWXmSs Ho assignment or other transfer shall 

b© made by either party of leas than the full aad undivided work­

ing interest and leasehold title ef the party In a l l lend com-

atl t ted toy said party hereto, or less than the entire interest of 

the party derived by, throu#i, and under this contract without 

the written consent of the other party first had and obtained* 

In the event any forking Interest Owner desires to sell a l l or 

any part of his Interest in the lands covered liereby, the other 

forking Interest Owner hereto shall have a preferential right 

to purchase the semef provided either party may assign or transfer 

Its Interest hereunder ana in the lands above described to a 

subsidiary or parent company or such party without regard to the 

provisions of thla section* In such event the selling party shall 

promptly communicate to th© other working Interest Owner the 

offer received by i t froa a purchaser reedy, willing, and able to 

purchase the same, together with the name and address of such 

purchaser, end the other Working Interest Owner shall thereupon 

have an option fcr a per led of fen (10) days after receipt of 

said notice tc purchase said interest at the same prloe as that 

offered by the outside purobaser. 

Except ee hereinabove expressly provided, the covenants 

herein contained shaU be deemed to run with the land and shall 

inure to the benefit of and be binding upon the successors and 

assigns of tho parties hereto* 

14# amBSirajfif Kithcr party hereto desiring to sur­

render a l l or aay portlcn of any lease or leases committed to 

this &3rec8tent ae to which there is at that time no existing 

drilling er other obligation which scorned after the date of the 

execution of this agreement, shall give to th© other^orMnr? 

Interest Owner Thirty ISO) days notice of such iatentleaf in 

which even* such other lorking Interest Owner shall within 

Thirty (30) days from tho date of the giving of such notice 



consent td th* release ef s\xch lease or leaaes ox* portion thereof, 

or shall within sueh Thirty (30) day period advise sueh notifying 

party of Ite refusal to consent to the surrender of such leaae 

cr leases or portion thereof* In the event the party so notified 

refuses to consent to such surrender* then the notifying party 

shall forthwith execute and deliver to such other party an 

aaslament of sueh lease or leases or portion thereof covered by 

such not lee* and notifying party shall be promptly paid at the 

then selvage value for its proportionate share of a l l salvable 

oas lag and other material and equipment located on that portion 

of the leased premises covered by sueh assignment* That portion 

of any lease or leasee which is released or assigned as in this 

paragraph provided shell from and after the date of sueh release 

or assignment be excluded from the operation of this agreement 

to the same extent ae though it had never been included* 

lb* MaI«*gI0ii At any time after the completion of 

the first test well provided for herein* this agreement may be 

terminated by mutual asa»eeaont of the parties hereto upon notice 

being served on the Cammlsslonsr cf Public lands and the Oil 

Conservation Ceramissioru On the termination of this agreement 

all leasee shall revert to the statue which they then would 

otherwise have occupied had this unit agreement not been entered 

into* In the event this contract le terminated under the pro* 

visions cf this section* or upon the expiration of the term 

hereof ae provided in Section 30, an accounting with respect to 

the material* equipment, structures aad facilities used In and 

about the Joint operat icn shall be bad between the Working Interest 

Owners and disposition thereof shaU be isade as provided in the 

Accounting Procedure hereto attached* 

I t * mmm* UmnJSHtt The obligations of the parti** 

hereto ehell be deemed to be several and not joint* The 

8* 



relationship of the parties hereto shall not be eonstrued to be 

and constitute a partnership* 

17* WAR SH&jaaieyi. The Operator shall Incur no for* 

felture, penalty er other liability on account of aay default 

committed by it ia the performance of this contract er the 

underlying leases, ee long and to the extent that performance ls 

prevented by any set of duly constituted public authority, or 

by war, Insurrection* strike, riot, act of 3ed, or other cause 

beyond the control cf the Operator* 

18* SUSSEOgBIT JOlMSQy The owners or operators of 

state Leases on the ft/2 w/4 Section 9 and the m/A Section 16, 

township li-8. Range 36*3* Lea County, Hew Mexico, who have not 

executed the plea prior to tht effective date hereof msy be 

permitted, at a later date, to become parties to thi* contract 

upon obtaining th* consent of the Working Intereat Owners who 

are then pert lee hereto and upon making satisfactory reimburse­

ment to such working Interest Owners for their respective share 

in cost ead rick cf pact development, proportionate to the 

interest la product ion which they will thereafter acquire by 

becoming a party hereto* In the event that one or sore addi­

tional persons become parties hereto, an operating committee shall 

be appointeA consisting of a representative of each Working 

Interest Owner whe shall have voting power proportionate to the 

representation cf his principal* Operator** representative 

shall be chairman cf the committee and the committee may arrange 

for regular or apeelal meetings or th* Operator aay poll the 

committee far its vet* on aay question in the absence of a 

meeting* The majority vote shall govern the act icn of the com­

mittee ualee* any party holds the majority of interest, in which 

event hi* representative's vote shaU require the concurrence of 



one other represent et lire to eonstltttte the majority vote. In 

the event ef the appointment of a committee, the funotlons of 

the parties hereto set out In Sections 4 and IS hereof shall be 

exercised by the Operating Committee and the other provisions of 

this oontreot shaU automatically be modlfisd to the extent nec­

essary to conform hereto* 

19* TA£Sj§t Operator shall render* for ad valorem 

tax purposes* the entire leasehold rights and interests covered 

by this contract aad all physical property located thereon or 

used ln ecanectloa therewith* or such part thereof as may be 

subject tc ad valorem taxation under existing lave* or which may 

be made subject to taxation under future lams* and shall pay* 

for the benefit of the Joint account* all sueh ad valorem taxes 

at the time and in the manner required by law which may be 

assessed upon or against all or any pert lon of sueh leasehold 

rights aad interests ead the physical property located thereon 

or used la ocaaection therewith* operator shall b i l l each Work-

lag latereet Owner far Its proportionate share of such tax pay-

meats as provided by the Accounting Procedure hereto attached. 

Ia the event any taxable valuation is assessed upon 

or against said property or any portion thereof* which Operator 

deems to be unreasonable* it shall be the duty of Operator tc 

protect said taxable valuation within the time and manner as 

prescribed by law* aad prosecute such pretest to a final deter* 

mlaatlon anlcee the parties agree to abandon such protest prior 

to final determination, ihen any such protected valuation of 

such property snail hare been determined* Operator shall pay* 

for the joint account* the taxes thereon* together with say 

interest or penalty aecued by reason of each protest* and bill 

each working Interest tenor for its proportionate share of such 

payments in accordance with the Account lag Procedure hereto 

attached* 

10. 



80* TKHMt Thi* contract shall become af fact Iva oa 

tho f irst day of th* calendar month next ensuing after i t ha* 

been executed by the parties hereto end approved by the Con* 

alasloner of Public Lands and the Oil Conservation commission, 

and, unless sooner terminated as provided In Section 15, shall 

endure for the term of five (5) years from and after th* effective 

date thereof, and *o long thereafter a* oi l , gas, oasln^ead gas 

or gasoline or kindred hydrocarbon substance* shall be produced 

from any part of th* unit area* provided that thi* unit eontraet 

shall not terminate on account of any temporary suspension of 

production caused by weH accident ft or other causes over which 

the Operator ha* no control, or cn account of any temporary 

suspension granted by the commissioner ef Public lands or by 

the Oil Conservation Commission* 

IS WfTKESS wmatKOf the partlec hereto have executed this 

contract the day and year first sbove written. 

VilTlBiSSi 

TBI POKE CjtJ, COW?MM 

BY . 
iieaager Texas Producing \ 
Division \ 

ATTEST| 

Assistant secretary 

l i . 



sf ATK OF mjmmk 
GQXMTI OF TULSA 

SS 

0 0 ***** o f oetbbcr, A*B* 1944, before is© ap­
peared K* P* BTJLLARP* to me personally known who, being by ay duly 
sworn, did say thai ba is Visa President of STAKODIIID OIL ANt ;;*w 
COWAN?, and that tba seal affixed to said instrument I s the 
company seal af said corporation, and that said Instruaant was 
signed and sealed In behalf of said corporation, by authority of 
Its Board of Directors, ana the said IS* F* BULLARD acknowledged 
said instruaant te be the free act and deed of said corporation* 

IH WTTSE&S IRBR1GF, I haYo hereunto set ay hand aad 
affixed qy notarial Seal the A&j and year f i r s t above written* 

My commission expiree MV COMMISSION EXPIRES MW 2*. 194s 

mmm 

ary T\ 
STATE OF TliXAi 
TARRART COuHTY. 1 J 5 IS? 

OB this 
peared ii* •* MelL1 

1 /7zl day of October, A.B*, 1944, before me ap-
. &*» me personally kaowa who, being by 

me duly sworn, did cay that he ie Menage* Texas Producing Division 
of Tim PORE OH, COMPART* and that the seal affixed to said instru­
ment is the coapany teal of said corporation, end that sold 
Instrument wae signed and sealed la behalf of said corporation* 
by authority of its Board of Directors, and tba said R* W, HelLVAlff, 
3R* acknowledged said instrument to be the free act and deed of 
said corporation* 

IH «JTMEHS cxa&aar, 1 have hereunto set ay head and 
affixed my notarial Seal the day and year first above written. 

My comaieclon expires, 

APPROVED THIS 
A.D*, 1944 

MX OF 

gdsMr&x«ra w muz um 6¥ 
mm STATE OF MEW VmiCQ 
APPROVED THIS m m _ MX OF 
A..D«, 1944 — 
fliii OIL COKSKRVATIOII CCifiaisaiQK OF 
TIH STATK OF WM mXXCS 



F O R M 2 6 0 — 2 - 3 9 

E X H I B I T «*R " 

A C C O U N T I N G P R O C E D U R E 

The Operator shall bill the Non-Operators on or before the last day of each month for their proportionate share of costs and ex­
penditures less proper credits for any miscellaneous income received for the joint account during the preceding calendar month. 
Itemized statements shall accompany such bills. Operator's monthly billing to each Non-Operator shall reflect credit for any 
amounts advanced to cover development and operating costs for that particular calendar month; and if the amount advanced was 
in excess of the actual expenditure made, Operator's billing shall be accompanied by check to refund the credit balance reflected. 
If actual expenditures exceed the amount advanced, each party shall pay its proportionate share of such deficit within fifteen days 
after the receipt of billing. I f payment is not made within such time, the unpaid balance shall bear interest at the rate of 6 per 
cent per annum until paid. Payment of any such bill shall not prejudice the right of any party to protest or question the cor­
rectness thereof. 
Operator shall have and be entitled to a prior lien on all the rights and interests of Non-Operator in said lease, the production 
therefrom, and the material and equipment thereon, to secure the payment by Non-Operator of his proportion of costs, charges and 
expenses of developing and operating the joint lease as herein provided. 
Operator shall furnish Non-Operator with copies of well logs of each well drilled on the joint lease; and on request, Non-Operator 
shall be furnished samples of cuttings from the formations drilled. 
Non-Operator shall have access to the joint lease premises, and to all books and records pertaining to said joint operation for the 
purpose of inspection at all reasonable times. 
The joint account shall not be charged with any expenditures or contributions made by the Operator toward an employees' stock purchase, 
group life insurance, pension, retirement, bonus, or other employees' benefit plan, except such expenditures or contributions as are imposed 
or required by Governmental authority."1 

I.—DEVELOPMENT AND OPERATING CHARGES: 
Operator shall charge the joint lease account with the following items: 

(1) Delay rentals, when such rentals are paid by the Operator for the joint lease account. Royalties, when not to be paid direct 
to Royalty Owners by the purchasers of the oil, gas, casinghead gas or other products of the lease. 

(2) Labor, teaming, and other services necessary for the development, maintenance and operation of the property. 
(3) Materials, equipment and supplies purchased, and/or furnished by Operator from its warehouse stocks or from its other leases 

for use on the joint lease. Insofar as is reasonably practical and consistent with efficient and economical operation, only such 
materials shall be purchased for or transferred to the joint lease as are required for immediate use, and the accumulation of 
warehouse and/or lease stock on the joint property shall be avoided. 

(4) Moving material to the joint lease from Vendor's or from Operator's warehouse in the district, or from other leases of Opera­
tor ; but in either of the last events, the distance charged to the joint lease shall not exceed the distance from the nearest 
reliable supply store or railway receiving point, except by special agreement with Non-Operator. 

(5) Moving surplus materials from the joint lease to. outside Vendees, if sold f.O.b. destination, or minor returns to Operator's 
warehouse; but charge against the joint lease account for moving major surplus materials to Operator's warehouse, shall not 
exceed the cost of moving such material to the nearest reliable supply store or railway receiving point, except by special 
agreement with Non-Operator; and no charge shall be made to joint lease account for moving materials to other leases 
belonging to Operator, except by special agreement with Non-Operator. 

(6) Use of and service by Operator's exclusively owned equipment and utilities at rates not exceeding those prevailing in the dis­
trict where the joint lease is located unless definitely stated under Section I I , "Basis of Charges to Joint Account." 

(7) Damages or losses incurred by fire, flood, storm or other accidental or natural causes. 
(8) All costs and expenses of litigation, or legal services otherwise, necessary or expedient for the protection of the joint inter­

ests, including attorney's fees and expenses as hereinafter provided, together with all judgments obtained against the joint 
account or the subject matter of this agreement; actual expenses incurred by any party or parties hereto in securing evidence 
for the purpose of defending against any action or claim prosecuted or urged against the joint account or the subject matter 
of this agreement. 
(a) If a majority of the interests hereunder shall so agree, actions or claims affecting the joint interests hereunder, may be 

handled by the legal staff of one or more of the parties hereto, and a charge commensurate with the services rendered 
may be made against the joint lease account, but no such charge shall be made until approved by the legal department 
of or attorneys for the respective parties hereto. 

(b) Fees and expenses of outside attorneys shall not be charged to the joint lease account unless authorized by a vote of 
the majority of the interests hereunder.^ 

(9) All taxes of every kind and nature (except income taxes, and except gross production taxes not. required by law to be paid 
by the Operator) assessed upon or in connection with the properties which are the subject of this agreement, the production 
therefrom or the operation thereof, and which taxes have been paid by the operator. tXpnn timely notice given by an3r Non-
Oprrntnr, thr Oprratnr ribnll, nn hrhalf rrf lln- Ni 'n- n p» r atpr givinff niph n"ti"", rrnl"M ii<"-TtayTTipnt of Mnn.rY.ntnr 1 . 
share of any such tax or tanea $t> paid, but Operator shall hate nu further obligation with respect to sueh ytutestcd tax pay­
ment 

(10) Premiums for workmen's compensation, contractor's public liability and employers' liability insurance on the joint lease 
operations, and/or public liability and property damage insurance on jointly owned automotive equipment operated for the 
joint lease, if any such insurance carried or required to be carried for the joint account; together with all expenditures incurred 
and paid in settlement of claims or judgments, not recovered from the insurance carrier to fully discharge all liability of 
Operator ensuing from an accident occuring on or in connection with operations for the benefit of the joint lease. 

(11) I f no insurance is carried or required to be carried on any or all of the above or other risks, all actual expenditures incurred 
and paid by the Operator in settlement of any and all losses, claims, damages, judgments, and atiy other expenses including 
legal services shall be charged to the joint lease account. 

(12) A proportionate share of the salaries and expenses of Operator's District Superintendent and other general District Employ­
ees serving the lease, whose time is not allocated directly to the lease, and a proportionate share of maintaining and operat­
ing a District Office in conducting the management of operations on the joint lease and other leases owned and operated by 
Operator in the same locality, such charges to be apportioned to all leases served in the ratios of direct labor payroll charges, 
numbers of wells, or on some other equitable basis consistent with Operator's accounting practice. 

(13) Camp Expense: The expense of providing and maintaining on or in the vicinity of the joint lease all necessary camps, hous­
ing facilities for employees, and boarding employees, if necessary. When leases other than the joint lease are served by these 
facilities, then an equitable distribution of expense including depreciation, or a fair monthly rental in lieu of the investment, 
maintenance and operating cost of buildings and camp equipment, shall be prorated against all leases served. 

(14) Handling Charges: To cover the cost of handling material into and in the warehouse, a handling charge not in excess of 
5% of the net cost of the material, new or second-hand, placed upon the lease from the Operator's warehouse may be assessed 
against the joint account; except that, 
(a) On new tubular goods (2" and over), tanks, derricks, boilers, engines, compressors, pumps, and other major items of equip­

ment, no handling charge shall be assessed against the joint account; 
(b) On second-hand tubular goods (2" and over), tanks, derricks, boilers, engines, compressors, pumps, and other major items 

of equipment, a handling charge not in excess of 2 l/ 2% of the net cost may be assessed against the joint account. 



15) Overhead charges, which shall be in lieu of any charges for any part of the compensation or salaries paid to managing officers 
and employees of the Operator, including the division superintendent, the entire staff and expenses of the division office, and 
any portion of the office expense of the principal business off ice of the Operator, but are not in lieu of district or field office 
expenses incurred in developing and operating any such properties, or any other expenses of the Operator incurred in the 
development and operation of said leases; and the Operator shall have the right to assess against the properties covered 
hereby, the following overhead charges: 

(a) $100.00 . per well per month for each drilling well, beginning on the date the well is spudded and terminating when 
it is on production or is plugged, as the case may be; except that no charge shall be made during suspension of drilling 
operations for 15 or more consecutive days. 

ib) $ ?-5.00 . 

per well per month for the first .. . .JL producing wells. 

(c) $ 15.Q0 er well per month for the second _„5 producing wells. 

(d) $ 10.. .00 per well per month for all producing wells over -10 
The above overhead schedule on producing wells shall be applied to individual leases; provided that where leases covered by 
this agreement are operated as a unitized project in the interest of economic development the schedule shall be applied to the 
total number of wells irrespective of individual leases. 

In connection with overhead charges, the status of wells shall be as follows: 

In-put or key wells shall be included in overhead schedule the same as producing oil wells. 

Salt water disposal wells shall not be included in overhead schedule. 

Producing gas wells shall be included in overhead schedule the same as producing oil wells. 
Wells permanently shut down but on which plugging operations are deferred, shall be dropped from overhead schedule at 
the time the shutdown is effected. When such wells are plugged, overhead shall be charged at the producing well rate 
during time required for the plugging operation. 

Wells being plugged back or drilled deeper shall be included in overhead schedule the same as drilling wells. 

Various wells may be shut down temporarily and later replaced on production. I f and when a well is shut down and not 
produced or worked upon for a period of a fu l l calendar month, it shall not be included on the overhead schedule for such 
month. 

The above specific overhead rates may be amended f rom time to time by agreement between Operator and Non-Operator if , 
in practice, they are found to be insufficient or excessive. 

(16) Any other items ot cost and expense incurred by Operator for the necessary and proper development, equipment and oper­
ation of the joint lease. 

II .—BASIS OF CHARGES TO JOINT ACCOUNT: 

(1) Outside Purchases: A l l materials and equipment purchased and all service procured f rom outside sources wi l l be charged 
at their actual cost to Operator after deducting any and all trade and/or cash discounts actually allowed off invoices or 
received by Operator. 

t2) New Materials furnished by Operator (Condition " A " ) . 

New Materials transferred to lease f rom Operator's warehouse or other leases shall be priced f.o.b. the nearest supply 
store or railway receiving point, at replacement cost of the same kind of materials. This wi l l include large equipment 
such as tanks, rigs, pumps, boilers and engines. A l l tubular goods (2" and over) wi l l be charged on the basis of mil l -
shipment, or carload price. Other materials, where the replacement cost cannot be readily ascertained, may, for the 
purpose of consistency and convenience, be charged on the basis of a reputable Supply Company's Preferential List Price, 
f.o.b. nearest supply store or railway receiving point to the lease, prevailing on the date of transfer oi the materials to 
the lease. Cash discounts shall not be included in calculating cost prices of such transferred materials. 

(3) Second-Hand Materials furnished by Operator (Condition " B " and "C"). 

(a) Tubular goods (2" and over), fit t ings, registered machinery, and other equipment which is in sound and serviceable 
condition at date of transfer, wi l l be classed as Condition " B " and charged at 75% of the price of new materials, in ac­
cordance with the provisions of Paragraph (2) above. 

(b) Tanks, derricks, and buildings or other equipment involving erection costs on the joint lease, wi l l be charged on a basis 
not to exceed 75% of knocked-down new price for similar materials. 

(c) Other materials and supplies, hardware, building materials, and similar items, in sound, serviceable condition, wi l l be 
classed as condition " B " and charged at 75% of the price of new materials, in accordance with the provisions of para­
graph (2) above. 

(d) Other second-hand materials, such as units of machinery or other equipment that is serviceable, but substantially not 
good enough to be considered first-class second-hand material when transferred to the lease, wil l be classed as Condition 
"C" and charged at 50% of new price. 

(e) There may also be cases when some items of equipment, due to their unusual condition, should be arbitrarily priced at 
an appraised figure. 

(4) Warranty of Materials Furnished by Operator: Operator does not warrant the materials furnished by it f rom its warehouse 
or other leases beyond or back of the dealer's or manufacturer's guaranty, and in case of defective materials, credit shall not 
be passed until adjustment has been received by it f rom the manufacturers or their agents. 

(5) Operator's Exclusively Owned Facilities : The following rates shall apply to service rendered to the lease by facilities owned 
exclusively by Operator: 

(a) Water service, fuel gas, teaming, power, and compressor service: A t rates commensurate with the cost of providing 
and furnishing such service to the joint lease, but not exceeding rates currently prevailing in the field where the joint 
lease is located. 

(b) Automotive Equipment: At rates commensurate with cost of ownership and operation and in line with schedule of rates adopted 
as recommended uniform standardized charges against joint lease account and revised from time to time by the Petroleum Motor 
Transport Association. Automotive rates shall include cost of oil, gas, repairs and other operating expenses and depreciation, and 
charges shall be based on use in actual service on, or in connection with, the joint lease operations. 

(c) Automotive Well Servicing Units: In the event automotive well servicing units are furnished complete with tools and equipment, 
the rate charged shall be determined in keeping with the cost of ownership, operation, maintenance and depreciation of same. 

(d) A fair rate shall be charged for the use of drilling and cleaning out tools and any other items of Operator's fully owned machinery 
or equipment which shall be ample to cover maintenance, repairs, depreciation, and the service furnished the joint lease. 

(e) Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient. 



III. —DISPOSAL OF L E A S E EQUIPMENT AND MATERIALS: 

The Operator shall be under no obligation to purchase interest of Non-Operator in surplus new or second-hand materials or 
equipment on the joint lease. Upon request of Operator, Non-Operator shall participate in a division in kind. Rigs, tanks, 
buildings and other major items of surplus equipment shall not be removed by Operator to its full interest warehouse or lease 
without the approval of Non-Operator. Operator shall not sell major items of jointly owned equipment to a third party with­
out giving Non-Operator an opportunity either to purchase same at the price offered or to take its share of equipment in kind. 

(1) Materials purchased by Operator shall be credited by it to the joint lease account and included in the monthly statement of 
operations for the month in which the materials are removed from the lease. 

(2) Materials purchased by Non-Operator shall be invoiced by Operator, and paid for by Non-Operator to Operator immediately 
following receipt of invoice and delivery of materials. The Operator will thereupon immediately pass credit to the joint lease 
account and include same in the monthly statement of operations for the month in which the materials were paid for by 
Non-Operator. 

(3) Division of materials in kind, if made between Operator and Non-Operator shall be in proportion to their respective interests 
in the joint lease. Each party will thereupon be charged individually with the value of the materials received or receivable 
by it, and corresponding credits will be made to the joint lease account b}' Operator, and both credits shall appear in the 
same monthly operating statement. 

(4) Sales to outsiders of materials or equipment from the joint lease shall be credited by Operator to the joint lease account at 
the full amount collected by him from Vendee. Any claims by Vendee for defective materials or otherwise shall be charged 
back to the joint lease account. 

IV. —BASIS OF PRICING MATERIALS TRANSFERRED FROM JOINT L E A S E : 

Materials and equipment purchased by either Operator or Non-Operator, or divided in kind between them, unless otherwise 
agreed, shall be valued on the following basis of condition and price. (New price as used in the following paragraphs shall 
have the same meaning and application as that used above in numbered Paragraph (2) under "Basis of Charges to Joint Ac­
count" for materials furnished by Operator.) 

(1) New Materials: (Condition "A") being new equipment or supplies purchased or procured for the lease, but never used 
thereon; at 100% of current new prices. 

(2) Good Second-Hand Materials: (Condition "B") being good serviceable materials which are further usable without repair, at: 
(a) 75% of current new prices, if they were originally new materials when charged to the lease: 

(b) 75% of current new prices less 25% depreciation for their usage on and service to the joint lease, if materials were 
originally charged to the lease as second-hand at 75% of new prices. 

(3) Other Used Materials : (Condition "C") being materials further usable for their original function only after repair and recondi­
tioning ; at 50% oi current new prices. 

(4) Bad Order Materials: (Condition "D") being materials not further usable for their original function, but for possible other 
service; at 25% of current new prices. 

(5) Junk: (Condition "E") being obsolete and unserviceable materials; at prevailing junk prices in the district. Where prac­
ticable, junk will be disposed of at the lease. 

(6) Temporarily Used Materials: When the use of certain items of equipment on the joint lease was only temporary, and the 
time ot actual use thereon does not justify the deduction of depreciation as listed in Paragraph (2-b), such materials will be 
priced on a basis that will leave a net charge against the lease account consistent with the service rendered and adequate for 
the time the materials were in use. 

V. —INVENTORIES: 

(1) Periodic inventories shall be taken by Operator of the materials and equipment on the joint lease, which shall include such 
materials and equipment as are ordinarily considered controllable by operators of oil and gas properties. 

(2) Notice of intention to take inventory shall be given by Operator to Non-Operator a week before any inventory is to begin, 
so that Non-Operator may be represented when any inventory is taken. 

(3) Failure of Non-Operator to be represented at the physical inventory shall bind him to accept the inventory taken by Operator 
who shall in that event furnish Non-Operator with a copy thereof. 

t4) Reconciliation of inventory with charges to the joint lease acount shall be made by each party at interest, and a list of 
overages and shortages shall be jointly determined by Operator and Non-Operator. 

15) Inventory adjustments shall be made by Operator on the Joint lease account for overages and shortages, but Operator shall 
only be held accountable to Non-Operator for shortages due to lack of reasonable diligence. 

1 



THIS Co:'TRACT, made t h i s J 7 * day of October, A.D. • 

1944, by and between T̂ANOLIND OIL AND GAS COMPAKT, a corporatiepjrf 

hereinafter called "Stanolind", and TEE PURE OIL COMPAHI/a 1 

corporation, hereinafter called "Pure"; -'; 

W I T K E 3 S E T H: 

".7, Ei-c-i-AS, Pure i s the owner of v a l i d and subsisting o i l 

and 3As leases covering lands of the State of New Mexico described 

as follows: 

The South Half (s/2) of Section Eight 
(3), and the East Half of the Northwest 
Quarter (E/2 NW/4), and the Southwest Quarter 
(STT/4) of Section Nine (9), Township Eighteen 
(18) South, Ran.se T h i r t y - s i x (36) East, Lea 
County, New '"exico; embracing 560 acres, more 
or: less; and 

".: hdd.AS, Stanolind i s the holder of v a l i d and subsisting 

o i l and ras leases covering lands of the State of New Mexico des­

cribed as follows: 

Tho North Half (N/2) of Section Eight 
(3), and the East Half (E/2) of Section Nine 
(9), and the ;.ast Half (E/2) and the Southwest 
quarter (S'd/4) of Section Sixteen (16), and 
a l l oT Section Seventeen (17) Township and 
dan ;e aforesaid, embracing 1760 acres, more 
or less; and 

.' i AS, the parties hereto desire to un i t i z e said lands 

under ithe provisions of the laws of New Mexico, therefor. 

HOT/, d. in consideration of the mutual promises 

serein contained, thr- parties hereto do expressly a-cree as follows* 

• 1 . LA".7S: m h i s a -reenent is made subject to Chapter 

di::ty '"inn, HOT Toxic o Statutes Annotated, 1941, and Chapter 

hi'--hty-eipht of the dev: do:;ico Session Laws of 1943, and the 

regulations .nade thereunder. 

2. -1..d, 1 d...l.. >:'~o.d.A...-d.c: All deposits of o i l , gas, 

casin.jhcad ; asoline, ond kindred substances in and under and that 



may be prociuced fron the above described lands are hereby unitized 

under! the provisions of th i s agreement, 

3* UHIT OPERATOil; Stanolind is hereby designated as 

Unit jOperator -hereunder, and a l l references herein made to the 
j : 

Operator s h a l l refer to Stanolind act in,-: i n that -capacity, and a l l 

references herein to V/orking Interest Ov/ners i h a l l refer to both 

parties hereto i n that capacity. The Operator i s hereby granted 

the r i g h t of possession of a l l of the above described land for 

the purpose of operating the same under the terns and conditions 

of t h i s agreement ana of the underlying leases, and except as 

belov4 provided, s h a l l have the control and management of the 

operations under t h i s agreement.. There shall be no cross-

assifjnment of leasehold t i t l e s or estates. A l l operations con­

ducted hereunder sh a l l be i n conformity with lav; and a l l v a l i d 

regulations:and lawful orders issued thereunder. In the event 

that jStanolinu resigns as unit operator or disposes of a l l of i t s 

working i n t e r e s t Pure shall have the f i r s t r i g h t and option upon 

Fifteen (15) clays notice to become the unit operator. In the 

event that Pure f a i l s to elect to oecome the unit operator w i t h i n 
j 

said t i n e then the working interest owners shall designate a new 

operator. As soon as the new operator shall take over operations, 

but ijn no event l a t e r than Sixty (60) days aft e r the resignation 

of Stanolind, Stanolind s h a l l be relieved of the duties and o b l i ­

gations as operator hereunder. 

4* LIHITATIOxiS TJPO.. OPERAT CH; Operator s h a l l not do 

any of the f o l i o win.-- things without the consent of both Working 

Interest Owners: 

a« Locate or d r i l l , either with i t s own tools or 

throu h th. agjancy of a d r i l l i n g - contractor, 

any well or wells, i;::cc t as provided i n 

Secbion 11 hereof,-groviVed t h - t consent to 

2 



ta 
to 

•*4 - < » . * - t K * ^ 

j ^ r i l l any well sha|.l be f$3|krl 

make a l l necessary exp^ndit^ea to 

bomplete, and equip the sag* inducing 

I hecessary lease tankage; 

b* Make any other proposed expenditure^ "in 

bf (j>5,000.00} ^ T T ^ 

c . Adopt any secondary recovery method or 

any other radical Change in the method1' of 
\ 1 1 I 1 

operation; . ': j 

d. i Abandon any well or wells; ! 

e. Dispose of any major items of surplus mater* * • 

l a l s ; .1 •.' * 
\ i ' " 

f . Admit additional lands to participation 
\ \ 

hereunder, but Operator may admit sjuch lands 
! I I 
| on such consent and on consent of tihe Oil 
j Conservation Commission. 

The Operator shall carry such workmen's1 compensation 
i I 

other insurance as the working Interest Owners shall prescr 

In addition thereto the Working Interest Owners 

have the right to advise and consult with the Operator gi 

with respect to the conduct of said operations. 

gin-*! 

5 * TEST VfljLL: Within;three months after this plan 
• i 

been executed by the parties hereto and approved by the ConBttlssi 

of Public Lohdn of Hew Mexico and by the Oil Conservation C( 
4W 

of Hef/ Mexico, Onerator will commence operations if or a test 

upon the approximate center of the Northeast Quarftsr of the 

east Quarter (HE/4 NE/4) of Section Seventeen (17) aforesaid^ 

and w i l l thereafter commence and prosecute the d r i l l i n g of 

well with reasonable diligence to a depth of 5500 ̂ feef 

or a? in paying quantities, water in the San Andres format! 

or ranite or other impenetrable substance is encountered a$ 

lesser deuth. ; • 

3. • * 



r|;J\$» C 0 S T o g Q̂ SRATIOMSt The cost of a l l operations for 

'-ism. 
4 « s 

i tf:.: <* g. * 

and testitig the land for o i l , gas and kdndred substances, 

sing, storing and marlceting the same shall be advanced 

the Operator and charged to theHorkibg Interest Osn^s 

/pf^porition as ths number of acres contributed to this contract 

fc|§|irs to the total number of acres subject to this con-

manner of makiaggsad ̂ collecting such charges and oth^r . 

s* respecting said operations shall be handled as provided 

tn̂ jr Amounting Procedure attached hereto and marked Exhibit 

jtlon 

modif 

i 

fT 

m be 

f u l l 

leas© 
r gi •• 

ion si 

¥ 

and constitute one lease; that the term of a l l of said leases 

JpllBerence therein to the ^on-Oper at or s" shall be deemed g 

rojf or.* H:o the Working Interest Owners in their capacity as suck* 

, 7. EFFECT OF UIITIZaTIOff? The parties, by their execu-

hereof, and th|B State of New Mexico, by the approval hereof; 

y th*» Caamlssioner of Public Lands and the Oil Conservation 

iietjojn, agree and consent that a l l leases to the extent that; 

<$hey. npp&y to the limds einbraeedgin this contract shall be deemed 

;ia : heurê r extended bo conform to the term of this unit contract; 

that hoiterms and conditions of4 each of said leases are hereby 
g j g ; * " ' '' • 

edt^o the extjsnt necessary to make the same conform to the> 

- • . 
provisions hereof, 'aut otherwise each lease shall be and remain i n 

. i * . ,•«»* " -... •, «. 

;Eo*jce and effect, and that d r i l l i n g and production on any 

shspLl be deemed to be and constitute d r i l l i n g and production 

|,*lieases withih the meaning of such lease. 

ALLOCATION OP PRODUCTION; The parties, by their 

execution hereof, ahd the State of New Mexico, by the approval 

hereo:? bjy the Commissioner of Public Lands and the Oil Conservation 

0ommi)jsl|on, agree afad consent that the production from a l l wells 

d r i l l e d Ion the above described land except that used by the Operator 

for development, operating and camp purposes on the unit area, 

shall) be allocated (to each lease i n proportion as the number of 

acresj ccppiitted to [this agreement out of each lease bears to the 

t o t a l acreage committed thereto* 

9. ROYALriES AND RENTALS: The State of New Mexico, by 

4. 



g mx&^^m 

Abproval hereof by the-Commiasfoner of ­the 

Oil C'on44^vation Commission, ta. 

shal 

lease 

dr i l l ed 

heretm 

Pf̂  

instead o ^ ^ S ^ tho-

on the individual l«e>aM^i||p| 

der and injected into any forrotio^ f«r f&i 

operations hereunder sha l l be &ee fSfoair 

s obtained .from outside so$£i 

ing 

Operator injects ga 

tion [for repre s sur ing, stimulation.^of product 

ultii^ate; srecovery i|n i t s operations hereunder^ f 

gas 

but 

gram 

shall 

ties 

lease 

a l l 

riot 

4|ay be withdrawn from'the formation royalty 'jpo^g 

as to the products extracted therdfro*^ 

Is (approved bv the Oil Conservation CosjtiLe^riLoM;^ 

pajy for the account of the Working InWre*^\£ei|i 

iue the State 

a ai3 modified 

sntals due under i t s leases* 

notice 

duct 

se 

a l l 

addit 

the 

ducti 

than 

ment 

share 

month 

and s 

the f 

Inter 

subse 

i ? 

be paid at lease rate's 

above set out 

ipn 

f a c i l i t i e s nece 

Cperator shal l 

the prevailing 

of New Mexico under the ter^gef s£|f 

hereby* Eaeh ps>ty hereto shall- 1$*^ 

'4i 
10. DISPOSAL 0iH' PRQEKICTIONi Each party he; 

always have the right at any time,upon Thirty (SG) d 

to the Operator to. receive i t s allocated ŝ hsisH 
g I ^m^^ 

in kind, after deduction of the state royê fc-y, 

parately dispose thereof, provided that theparty si 

ssary for such deliveries i i i mtwi and jlorial cost occasioned in making separate delivery,g-

have the right to sell and diatpoee ô \| 

pn,; or to purchase the same for its own account a&i 

field market price. Operat ol*' shall 

with the Worldly Interest Owners in cash for" the£b'r%^wi 

• 
S of the proceeds of sale not later than the last d&f 

for the production sold during the preceding calendar 
hall accompany said payment with a' statement as to 

and value of such production. 

11. OPTIpl: AS TO DRILLING: After the dr^^tgyste 

i r s t well hereinabove provided for, in the event M| 

est Owner should refuse to consent to t h e ' d r l l 3 £ y ^ f | p 

pxent well upon the above described land •jfltb4ii|'
i£«Bj-rj£ 
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days 

i 

18 

Owner 

the 

erojst 

deisirea 

ssjne 

Working 

the eost 

sueh 

cost 

I f sa 

have 

ace 

entire 

It hero 

from 

share 

:ount 

well 

f u l l 

ment. 

party 

atlon 

well 

equipping the well 

share of the c 

Upon such re 

out of the ab 

of said well 

shall thereaft 

lifter receiving notice from the Operator or the other Working 

Owners of the location at which and the depth to which i t 

& that such well he drilled, then the Working Interest 

desiring to d r i l l such well shall have the right to d r i l l 

at its sole cost and expense, and any non-consenting 

Interest Owner shall be relieved from contributing to 

!̂ expense and risk of the drilling of such well. I f 

^eS^i i s non-productive i t shall be abandoned at the sole 

the Working Interest Owner who drilled it-, 

id well is a producer, the party who drilled the well shall 

the right to continue to operate the well for its own special 

and at its own risk and expense, and to appropriate the 

wdrking interest share of the non-participating party 

producing party shall have recovered there-

one-and-one-half times what otherwise would have been the 

of the non-participating party in the cost of drilling and 

had he participated in the drilling of the 

Ln the fir s t instance, plus the non-participating party's 

ost of operating the well to date of reimburse-

imbursement having been obtained by the drilling 

ove described part of the production the oper-

shall be turned over to the Operator and the 

er be operated for the joint account of the 

parties hereto, and a l l physical equipment for which reimbursement 

has been obtained sjhall become the property of the parties hereto, 

proportionate to ttyeir interest. 

! 12. TITljES; Each party has submitted to the other 

satisfactory eviderjee of ti t l e to its leasehold interest in the 

above described larjds respectively owned by each upon the basis 

of wliiich evidence t]he interest of said parties hereunder is 

hereby and shall rejmain fixed. 
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13. ASSijGHHENT; Ho assignment or other t r s j a t l ^ stotj^g 

by either party of less than the f u l l and undivided 
| ' g 

erest and leasehold t i t l e of the party in a l l land oom-

by said oarty hereto, or less than the entire interest-: of 

p|artv aerived oy, through, and under this contract without 

I,. 

r i t t e n consent! of the other party f i r s t had and obtained* i 

e event any Working Interest Owner desires t o s e l l a l l or t; ^ 
- 1 :y -1 

bart of bis interest i n ths lands covered hereby, the other f 
V • " 

Interest Oviner hereto s h a l l have a p r e f e r e n t i a l r i g h t jghg 

chase the same; provided either part:/ may assign or* transfer 

interest hereunder and i n the lands above described to a 

i d i a r y or parent company of such party without regard to the • 
isions of t h i s 

saio. 

o f f er 

aer ren 

t h i 

| d r i l l 
i | 
| exec 

| I n t 
i 

i wdic 

! Thir 

;er 

ection. In such event the s e l l i n g party shajtl 

p t l y communicate to the other Working Interest Owner the i 

received bg i t from a purchaser ready, w i l l i n g , and able t b 

purchase the same, together with the name and address of such 

purchaser, and the other V/orking Interest Owner s h a l l thereupon j 

have an option for a period of Ten (10) days after receipt of ' 

notice to purchase said interest at the same price as that 1 

ed by the outside purchaser. g ;" 

Except as hereinabove expressly provided, the covenants 

herein contained shall be deemed to run with the land and sha l l 

Inur0 to the benefit of and be binding upon the successors and 

*ns oZ the Dart les hereto. 

14. SUEggddER: Either -oarty hereto de s i r ins to sur-

a l l or ang portion of any lease or leases committed t o \ 

agreement as to which there i s at that time no existing 

in;-' or other obligation which accrued after the date of the 

ution of t h i s Agreement, shall give to the other "forking T g 

est Owner Th i r t y (30) days notice of such i n t e n t i o n ; i n v 

. event such other Working Interest Owner s h a l l w i t h i n 

y (30) days fro.:: the date of the g i v i n - of such notice 



* 

consient t o the release of such lease or leases or portion thereof, 

or i f t i a l l w i t h i n sijich T h i r t y (30) day period advise such n o t i f y i n g 

party of i t s refusal to consent to the surrender of such lease 

or Leases or portion thereof. In the event the party so n o t i f i e d 

refuses t o consent to such surrender, then the n o t i f y i n g party 

sh a l l f o r t h w i t h execute and deliver to such other party an 

assignment of such lease or leases or portion thereof covered by . 

such notice, and g o t i f y i n g party s h a l l be promptly paid at the 

then salvage value for i t s proportionate share of a l l salvable 

casing and other material and equipment located on that portion 

of the leased premises covered by such assignment. That portion 

of any lease or lelases which i s releasee or assigned as i n th i s 

paragraph provided: shall from and af t e r the date of such release 

or assignment be excluded from the operation of t h i s agreement 

to the same extent as though i t had never been included. 

the 

15. TldRj-JiiATiON: At any time after the completion of 

f i r s t test well provided f o r herein, t h i s agreement may be 

terminated by mutual agreement of the parties hereto upon notice 

beinlj served on t h i Commissioner of Public Lands and the Oil 

Conservation Commission. On the termination of th i s agreement 

a l l leases shall revert to the status which the:/ then would 

otherwise have occupied had t h i s unit agreement not been entered 

i n t o * In the event this contract i s terminated under the pro­

visions of this section, or upon the e.~:piration of the term 

hereof as provided lin Section 20, an accounting with respect to 

the material, egp.ipg.cnt, struct tires and f a c i l i t i e s used i n and 

the j o i n t operation s h a l l be had between the gorkin" Interest 

Owner!B and disposition thereof shall be made as provided, i n the 

Accounting Procecvrc ; ereto attached. 

about 

16. 4-AL LL&ulltl':- The o o l i "ations of the parties 

hereto s h a l l be ^eemed to oe several and not i o i n t . The 

S. 



relationship of the 

and c 

feiture, penalty or 

c 

under 

v,; g - f • : - • i - ^ . i s ; 

other l i a b i l i t y on account of any 1 '40^8^^ 

ommitted by i t i n fche performance o f th i s contract er the g i t i 

lying leases, so long and to the extent that perforas4$e„iM| 

prevented by any act of duly constituted public authority,• or . 

, insurrection, s tr ike , r io t , act of God, or other, osni* 

d t,he cont ro l of the Operator*. T^g| |* 

by w 

beyon 

ar. 

Leases on the w/2 NW/4 Section 9 and the HW/4 Section 1SS 
• • * g- - ••ft.. 

hip 18-S, Range 36-E, Lea County, New Mexico, who have n^s 

\ited the plan prior to the effective date hereof may be pgidg; 

permitted, at a latsr date, to become parties to this contract 

consent of the forking Interest Owners whô  

State 

Towns 

exec 

re 

orain 

upon 

are 

ment 

in co 

inte 

bee 

tion 

be a 

Int 

repre 

shall 

for r 

coi 

meet i 

mitte 

event 

a l 

PP 

ere 

nmitt 

ons t i tu te a partnership* 

17* WAR lElJERGEMCYt The Aerator shal l inetir no 

18. S'TBS 

par t ies hereto s h a l l not be Cons 

'• i 
"Mi 

.[U'E'iVI JOINDER; The owners or jpperators of 

•* 
Obtaining the 

then parties hereto and upon making satisfactory reimburse* 

to such v'/orkinjj; Interest Owners for their respective share 

$t and ri s k of past development, proportionate to the ;. 

st in production which they will thereafter acquire by 

g a party hereto. In the event that one or more addi- » 

persons becojne parties hereto, an operating committee shall 

ointed consisting of a representative of each Working ! 

st Owner who jshall have voting power proportionate to the s 

mentation of h|Ls principal. Operator's representative 

be chairman of the committee and the committee may arrangei 

e ular or specflal meetings or the Operator may poll the 

ee for i t s vpte on any question i n the- absence of a 

tog*- The majority vote shall govern the action of the com-

e unless any purty holds the majority of Interest, in which 

his representative's vote shall require the concurrence of 

9* 
4 



one offhey r e pr e s 

the ejifeht of the 

the parties hereto 

exercised by the 

th i s Contract shall 

ess a r t to conform hor.et 

tax 

by th 

uaed 

sub 

be 

for t 

at 

asse 

r i g h t 

or 

ing 

ments 

purposes, the ehtire leasehold r i g h t s and interests covered 

s contract and a l l physical property located thereon or 

i n connection "herewith, or such part thereof as may be 

to ad valorem taxation under exi s t i n g laws, or which may 

axation under future laws, and s h a l l pay, 

tjie benefit of the j o i n t account, a l l such ad valorem taxes 

time and i n the manner required by law which may be 

ed upon or against a l l or any portion of such leasehold 

$ and interests and the physical property located thereon 

i n connection therewith. Operator sh a l l b i l l each Work-

erest Owner f o r i t s proportionate share of such tax pay-

as provided btr the Accounting Procedure hereto attached. 

jedt 

made (subject to 

the 

83 

us i d 

Irtt 

or 

deems 

prote 

pre a 

minat 

to 

such 

fo r 

i n t 

each 

ere 

payme 

atta 

entative t o constitute the majority vote. In 

appointment of a committee, the functions of 

set out i n Sections 4 and 15 hereof shall be 

Operating Committee and the other provisions of 

automatically be modified to the extent nec-

o. 

19. TAXES: Operator s h a l l render, for ad valorem 

cr 

In the evant any taxable valuation is assessed upon 

against said property or any portion thereof, which Operator 
I i 
; . ! 

to be unreasonable, i t s h a l l be the duty of Operator to 

St said taxablje valuation w i t h i n the time and manner as 

ibed by law, jand prosecute such protest to a f i n a l deter-

ion unless the parties agree to abandon such protest p r i o r 

f i n a l determination. When any such protested valuation of 

property 3hall have been determined, Operator shall pay, 

j o i n t account, the taxes thereon, together with any 

st or penalty accrued by reason of such protest, and b i l l 

the 

forking Intere 

nts i n accorr.a 

t Owner f o r i t s proportionate chare of such 

ice with the Accountin Procedure hereto 

ched. 

10. 



been 

20, TERM: This GOiiWw^stosftfc 

the f i r s t day of the calendar month next-

executed by the parties "heretot-and ai 

miss loner of Public Lands and the 0J.1 Cons* 

and, 

endure for the term of five {§) years froa 

date thereof, and £io long thereafter as oil* -gs«?J 

or gasoline or kindred hydrocarbon anbstanceaJShi 

from any part of the unit area; provided thatg 

shall not terminate on account of any temporary 

production caused by well accidents or other Of 

the Operator has nc| control^ or; Oh account 
' ] - "h s^^0 

by the Commissioner of .mm suspension -ranted 

the Oil Conservatibn Commission* 

vViTNi&S; 

unless sooner terminated as provided i a 

***.» if* 

IK OTHERS ^ffiEREOF^he/partiea, heretViJ 

contract the day and year f i r s t above written* 
*gt-. 

STANOLIND 

By. 
Vice Pros ident 

ATTEST i 

fSecretaJy, 

THE PURE Ji lL COlPilfif 
ij 

Manager Texaer 
Division i 

ATTEST: 

g,g.'*g''T 

Assistant 

• J 
' * • » 41 

11. 



STATS QP OKLAHOMA ) 
) SS 

COUNTY W TULSA ) 

On this j j ^ f day of October, A.D. 1944, before me ap­
peared E. P. BuXLAltD, to me personally known who, bein" by my duly 
swore, did say th>t he is Vice President of STANOLIND OIL AND GAS 
COMPJjiY, and that t|he seal affixed to said instrument is the 
company iaeal of saijd corporation, and that said instrument was 
signed and sealed jjn behalf of said corporation, by authority of 

;ors, and the said E. P. EULLARD acknowledged 
be the free act and deed of said corporation. 

i t s Board of Direct 
said 

affixed; 

STATE OF'TEXAS ) oe. 
TARRANT COUNTY ) ^' 

ared R pe 
me d 
of TH 
raent 

ai 
JR. 
said 

instrument to 

IN vYITNES 
\Tjaj Nota r ia l 

My commis 

S .YHEEEOF, I have hereunto set my hand and 
Seal the day and year f i r s t above v/ritten. 

S i o n e x p i r e s MY COMMISSION EXPIRES MAT 24,1948 

Notary Public 

On t h i s 
W. KcIL' ,VATI1T7 

y sworn, d id say that he i s Manager Texas Producln .- Div is ion 

day of October, A . B . , 1944, oefore me ap-
JR., to me personally known who, being by 

PURE OIL COLIfPANY, and that the seal a f f i x e d to said i n s t r u -
s the company seal of said corporat ion, and that said 

instxHfcraent was signed and sealed i n behalf of said corporation, 
u j thor l ty of i t s Board of Direc tors , anu the said h". V/. McILVAIN, 

^knowledged safid instrument to be the f ree act and deed of 
Oorporation. 

IN WTTNES|S î-EREOP, I have hereunto set ray hand and 
a f f i x j sd my Notarial! Seal the day and year f i r s t above w r i t t e n . 

My commission expires >fe 

Nofc-ary Public 

APPROVED THIS 
A . D . , 1944 

LAY OP 

COMMISSIONER OF PUBLIC LAMDS OP" 
THE SfATE Og NEW :iEXIC0 

APPRQpD Th'IS 
A.D. f \ 1944 

T h i 
THE 

By_ 

0|L COliSERVA. 
STATE Og ..gw, 

A- "o::.:ibSiON oi 
Xico 
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III.-D1SP0SAL 

The Operator shall be under no obligat 
equipment on the joint lease. Upon request 

other major items of surpl 
approval of Non-Operatoi 

-Operator an opportunity 

buildings anc 
without the 

giving 

Materials purchased (1) 

(2) Materials 

operations for 

tor purchased by Non-Operat 
iol|owing receipt of invoice and delivery 

include same in the monthly 
ving 

account and 
-Operator Non 

between Operator and Non-Operator shall be in proportion to their respective tajtari 
lease. Each party will thereupon be charged individually with the value of the materials received or receivah$t 
[•responding credits will be made to the joint lease account by Operator, and both credits shall appear }a tht 

l3) Division of materials in kind, if made 
in the joint 
by it, and co 

ie monthly operating statement. 

(4) Sales to outsiders of materials or equipment from the joint lease shall be credited by Operator to the joint lease account at 
the full amojnt collected by him from Vendee. Any claims by Vendee for defective materials or otherwise shaU be charged 
baijk to the joint lease account. 

IV.—BASIS OF PRICING MATERIALS 

Materials and equipment purchased by 

same 

(1) N 

(2) 

either Operator or Non-Operator, or divided in kind between them, unless otherwise 
Ibe valued on the following basis of condition and price. (New price as used in the following paragraphs shall 
e meaning and application as that used above in numbered Paragraph (2) under "Basis of Charges to Joint Ac* 
alerials furnished by Operator.) 

Materials: (Condition "A") being new equipment or supplies purchased or procured for the lease, but never used 
the|reon; at l(XH/e of current new prices. 

agiteed 
hav 
cov nt 

Good Second-Hand Materials: (Condition "B") being good serviceable materials which are further usable without repair, at: 
75Vo oi current new prices, if they were originally new materials when charged to the lease: (a) 

(b) 

Bad 

pn: 
the 

(3) Fajl 
w 

1-4) Re 
ov 

i5) Im 
only 

Nan-

erials and 
shall 

e the 
for ml 

759c of current new prices less 25% depreciation for their usage on and service t the joint lease, if materials were 
originally charged to the lease as second-hand at 75% of new prices. 

aterials: (Condition "C") being materials further usable for their original function only after repair and recondi-
of current ncw prices. t i o f l ing 

Used 3 
at 5 

Order 
rice; at 

(3) Other 

(4) 

(5) Juiik: (CondSt 
ticable, junk 

(6) Tepipoi 

2!l 

rjrarily 
tirrie of actu; 

:ed on a 
time the 

hb 
lure of N 

shall in 

onciliat 
ejrages and 

entorv a 
be held 

OF LEASE EQUIPMENT AND MATERIALS: 

by Operator shall 
the month in which the 

ion to purchase intereat of Non-Operator in surplus new or second-hand in l i l t lh M 
iuest of Operator, Non-Operator shall participate in a division in triad, Hgt 'flaSstl 
'us equipment shall not be removed by Operator to Ut full intereat warehouse or M m 
Operator shall not sell major items of jointly owned equipment to a third peStv with* 
either to purchase same at the price offered or to take it* share of equipment m ISSsi 

be credited by it to the joint lease account and included in the monthly statesmen* of 
e materials are removed from the lease. !• 

shall be invoiced by Operator, and paid for by Non-Operator to Operator Immiffiataiy 
of materials. The Operator will thereupon immediately pats credit to the jot ot leaae 

statement of operations for the month in which the material* were paid |or hy 

TRANSFERRED FROM JOINT LEASE: 

aterials : (Condition "D") being materials not further usable for their original function, but lor possible other 
•/c of current new prices. 

ion 'E") being obsolete and unserviceable materials; at prevailing junk prices in the district. Where' prac* 
will be disposed of at the lease. 

Used Materials: When the use of certain items of equipment on the joint lease was only temporary, and the 
1 use thereon does not justify the deduction of depreciation as listed in Paragraph (2-b), such materials will be 
sis that will leave a net charge against the lease account consistent with the service rendered and adequate for 

materials were in use. 
ba 

V.—INVENTOR1 ES: 

(1) Periodic inventories shall be taken by Operator of the materials and equipment on the joint lease, which shall include such 
terials and;equipment as are ordinarily considered controllable by operators of oil and gas properties. 

(2) Notice of intention to take inventory shall be given by Operator to Non-Operator a week before any inventory is to begin, 
so frhat Non-(Operator may be represented when any inventory is taken. 

on-Operator to be represented at the physical inventory shall bind him to accept the inventory taken by Operator 
that event furnish Non-Operator with a copy thereof. 

i of inventory with charges to the joint lease acount shall be made by each party at interest, and a list of 
shortages shall be jointly determined by Operator and Non-Operator. 

ustments shall be made by Operator on the Joint lease account for overages and shortages, but Operator (hall 
accountable to Non-Operator for shortages due to lack of reasonable diligence. 



The Operator shall 
penditures less proper 
Itemized statements 
amounts advanced 
in excess of the 
If actual expenditures 
after t l e receipt 
cent per annum 
rectness thereof. 

tor 

tor 

shall have and be entitled to a prior lien on all the rights and interests of Non-Operator in taid lease, the production 
i, and the material and equipment thereon, to secure the payment by Non-Operator of hit proportion of cottt, chargei and 
of developing and operating the joint lease as herein provided. 

shall furnish Non-Operator with copies of well logs of each well drilled on the joint lease; and on request, Non-Operator 
furnished samples of cuttings f rom the formations drilled. 

or shall have access to the joint lease premises, and to all books and records pertaining to said joint operation for the 
of inspection at all reasonable times. 

t account shall not be charged with any expenditures or contributions made by the Operator toward an employees' stock purchase, 
fe insurance, pension, retirement, bonus, or other employees' benefit plan, except such expenditures or contributions as are imposed 
red by Governmental authority. 

ms 

M) M 
tot 
rel 

<5) M 
wal 
exc 

be 

(6) U 
tnct 

E X H I B I T «'A •» 

ACCOUNTING* P R O C E D U R E 

bill the Non-Operators on or before the last day of each month for their proportionate share of cottt and ex* 
r credits for any miscellaneous income received for the joint account during the preceding calendar month, 
shall accompany such bills. Operator*! monthly billing to each Non-Operator shall reflect credit for any 

to cover development and operating cottt for that particular calendar month; and if tho amount advanced waa 
actual expenditure made, Operator's billing shall be accompanied by check to refund the credit balance reflected. 

L , L . „ e x c e e d , , h e amount Advanced, each party shall pay iti proportionate there of such deficit within fifteen dart 
if billing. If payment is i>ot made within such time, the unpaid balance shall bear interest at the rate of 6 per 
until paid. Payment of any such bill shall not prejudice the right of any party to protett or quettlon the cor* 

Opera 
theref 
expenses 

Opera 
shall b« 

.Von-Operat 
purpos* 

The joint account 
group li 
or requi 

L—DEVELOPMENT AND OPERATING CHARGES 
Operator shall charge the joint lease account wi th the following items 

(1) Delay rental 
to Royalty 

(2) Labor, teaming, 

(3) M 
ioi 

tterials, 
use on 

alterials 
warehouse a 

ecju 
the 

shall 

tcrial ©vtng ma 
but in 

able supp y 

pving sur 
rehouse; 
eed the 

agreement w 
nging to 
of and 
where 

plu 

lor 

(7) Damages or 

(8) A l costs and 
est|s, includ 
account or t 
foi the 

this agree 

I f a majority 
handled 
may be 
of or a 

of 

(a 

when such rentals are paid by the Operator for the joint lease account. Royalties, when not to be paid direct 
Owners by the purchasers of the oil, gas, casinghead gat or other products of the lease. 

, and other services necessary for the development, maintenance and operation of the property. 

ipment and supplies purchased, and/or furnished by Operator f rom its warehouse stocks or f rom its other leases 
joint lease. Insofar as is reasonably practical and consistent with efficient and economical operation, only such 
be purchased for or transferred to the joint lease as are required for immediate ute, and the accumulation of 

id/or lease stock on the joint property shall be avoided. 

to the joint lease from Vendor's or f rom Operator's warehouse in the district, or f rom other leases of Opera-
ther of the last events, the distance charged to the joint lease shall not exceed the distance from the nearest 

store or railway receiving point, except by special agreement with Non-Operator. 

s materials from the joint lease to outside Vendees, if sold f.o.b. destination, or minor returns to Operator's 
but charge against the joint lease account for moving major surplus materials to Operator's warehouse, shall not 
i>st of moving such material to the nearest reliable supply store or railway receiving point, except by special 
ith Non-Operator; and no cnarge shall be made to joint lease account for moving materials to other leases 
Operator, except by special agreement with Non-Operator. 

^ervice by Operator's exclusively owned equipment and utilities at rates not exceeding those prevailing in the dis-
he joint lease is located unless definitely stated under Section I I , "Basis of Charges to Joint Account." 

losses incurred by fire, flood, storm or other accidental or natural causes. 

expenses of litigation, oil legal services otherwise, necessary or expedient for the protection of the joint inter-
attorney's fees and expenses as hereinafter provided, together with all judgments obtained against the joint 

he subject matter of this agreement; actual expenses incurred by any party or parties hereto in securing evidence 
se of defending against any action or claim prosecuted or urged against the joint account or the subject matter 

ment. 

of the interests hereunder shall so agree, actions or claims affecting the joint interests hereunder, may be 
by the legal staff of one or more of the parties hereto, and a charge commensurate with the services rendered 
made against the joint lease account, but no tuch charge shall be made until approved by the legal department 

ttorneys for the respective parties hereto. 

rji|i I I I I I I I , th» Operator thill, nn hrhnlf nf thr Nnn Operator giiing mirh nntirr, prntnt Inn paymrnt nf siirih Nnn Opentnr'i 
i lur* of any turn tan or taxes so paid, bttt Operator shall hare no further obligation with respect ta sueh protested taw pay 

faci 

(10) Premiums 
operations, a 
joi i t lease, if 
and paid in 
Operator ens 

(11) I f no insuran 
an<|l paid by 
leglal services 

(12) A proportion 
ees serving t 

a District! 
pcrator in 

ins 
Op 
nurtbers of 

(13) Cafnp Expen 
ingj facilities 

ilities, th 
maiintcnance 

(14) Handling Ch 
5% of th 
against the j 

On new 
i ment, no 

(bjj On secoik 
I of equipfn 

(b j Fees and expenses of outside attorneys shall not be charged to the joint lease account unless authorized by a vote of 
the majority of the interests hereunder. 

(9) All taxes of every kind and nature (except income taxes, and except gross production taxes not required by law to be paid 
by the Operator) assessed upon or in connection with the properties which are the subject of this agreement, the production 
therefrom or the operation thereof, and which taxes have been paid by the operator. Lpun timely natiaa g ivui b j aiiji Nun-

fpr workmen's compensation, contractor's public liability and employers' liability insurance on the joint lease 
nd/or public liability and property damage insurance on jointly owned automotive equipment operated for the 
any such insurance carried or required to be carried for the joint account; together with all expenditures incurred 

•jettlement of claims or judgments, not recovered f rom the insurance carrier to ful ly discharge all liability of 
uing from an accident octuring on or in connection with operations for the benefit of the joint lease. 

ce is carried or required to be carried on any or all of the above or other risks, all actual expenditures incurred 
he Operator in settlement of any and all losses, claims, damages, judgments, and afly other expenses including 
shall be charged to the joint lease account. 

ate share of the salaries and expenses of Operator's District Superintendent and other general District Employ-
he lease, whose time is not allocated directly to the lease, and a proportionate share of maintaining and operat-

Office in conducting the management of operations on the joint lease and other leases owned and operated by 
he same locality, such charges to be apportioned to all leases served in the ratios of direct labor payroll charges, 

wells, or on some other equitable basis consistent with Operator's accounting practice. 

se : The expense ot providing and maintaining on or in the vicinity of the joint lease all necessary camps, hous-
for employees, and boarding employees, if necessary. When leases other than the joint lease are served by these 

an equitable distribution oi expense including depreciation, or a fair monthly rental in lieu of the investment, 
and operating c im of buildings and camp equipment, shall be prorated against all leases served. 

*rges: To cover the cost of handling material into and in the warehouse, a handling charge not in excett of 
t cost of the material, neyv or second-hand, placed upon the lease from the Operator's warehouse may be assessed 
lint account ; except that,: 

ubular goods 12" and over), tanks, derricks, boilers, engines, compressors, pumps, and other major items o'f equip-
liandling charge shall be assessed against the joint account; 

d-hand tubular goods (2" and over), tanks, derricks, boilers, engines, compressors, pumps, and Other major items 
ent, a handling charge not in excess of 2'/i'U of the net cost may be assessed against the joint account. 

en 



15 I 0 \ cirhead u 11a 
.•nd jciuploycc 
.iiiyjportion ol 
eNpjllSCS iints 
development ; 
hcrtjby, tin- It 

(a MS i-UO.'. 
jit j s nil [.I 
jopcni 1 iotrt 

^t -. which shall In- in i u i j oi .my t -barges ior any part oi tin- compensation or salaries paid to managing officers 
cl tlie Operator, nuhiding the division .superintendent, the entire staff and expenses of the division office, and 
the office expense nt llicj principal business office of the Operator, but are not in lieu of district or field office 
red in developing and operating any such properties, or any other expenses of the Operator incurred in the 
nd operation of said leasts; ..nd the Operator shall have the right to assess against the properties covered 
Howing overhead charge;! : 

0 per well per month tor each drilling well, beginning on the date the well is spudded and terminating when 
•tluction or is plugged, a si the case may be; except that no charge shall be made during suspension of drilling 
for 15 or more consecutive davs. 

ib ) j? ' . ' . ' . ^ 0 per w ell per month for the first 5 producing wel 

t o i? per well per n onth lor the second 5 producing wells. 

ld ) |$ I U . JQ per w i l l per month for all producing wells over 1 0 

Tluj above overhead schedule on producing wells shall be applied to individual leases; provided that where leases covered by 
tlnsi agi eeiiient are operated as a unitized project in the interest of economic development the schedule shall be applied to the 
tot;jl number of wells irrespective of individual leases. 

In ijouiicction with overhead charges, the status of wells shall be as follows: 

I In-put or key wells shall be included in overhead schedule the same as producing oil wells. 

iSalt water disposal wells shall not be included ill overhead schedule. 

'Producing gas wells shall be included in overhead schedule the same as producing oil wells. 

Wells pc 
Ithe time 
Uhiring ti: 

ancntly shut down but on which plugging operations are deferred, shall be dropped from overhead schedule at 
ihe shutdown is effected. W h e n such wells are plugged, overhead shall be charged at 'he producing well rate 

required for the plugging operation. 

Wells bei ng plugged back or drilled deeper shall be included in overhead schedule the same as drilling wells. 

! Various i 
I produced 
i month. 

.ells, may be shut down temporarily and later replaced on production. If and when a well is shut down and not 
or worked upon for a period of a full calendar month, it shall not be included on the overhead schedule for such 

Thtf above s 
in practice 
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(1) Outride Purchases: 
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j shipment 
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| the lease 

l.V) Second-Hand 

(a) 

Kb) 

tc) 

td) 

(e) There may also be cases when sorne items of equipment, due to their unusual condition, should be arbitrarily priced at 
an appraised figure. 

(4) Warranty of Materials Furnished by Operator: Operator does not warrant the materials furnished by it from its warehouse 
or other leases beyond or back of the dealer's or manufacturer's guaranty; and in case of defective materials, credit shall not 
be passed unfil adjustment has been received by it from the manufacturers or their agents. 

(a) 

<b) 

(c) 

<d) 

;ific overhead rates may be amended from time to time by agreement between Operator and Non-Operator if, 
are found to be insufficient or excessive. 

s of cost and expense incurred by Operator for the necessary and proper development, equipment and 
tit lease. 

oper-

ii-..t... AH materials and equipment purchased and all service procured from outside sources will be charged 
1 cost to Operator after deducting any and all trade and/or cash discounts actually allowed oft invoices or 
perator. 

S furnished by Operalor (Condition " A " ) . 

it en als transferred to leasp from Operator's warehouse or other leases shall be priced f.o.b. the nearest supply 
railway receiving point, at replacement cost of the same kind of materials. This will include large equipment 
inks, rigs, pumps, boilers and engines. All tubular goods (2" and over) will be charged on tbe basis of mill-
or carload price. Other materials, where the replacement cost cannot be readily ascertained, may, for the 
f consistency and convenience, be charged on the basis of a reputable Supply Company's Preferential List Price, 
est supply store or railwjay receiving point to the lease, prevailing on the date of transfer of the materials to 
Cash discounts shall noti be included in calculating cost prices of such transferred materials. 

Materials furnished by Operator (Condition "B" and "C"). 

Tubular goods <2" and over), fittirfgs, registered machinery, and other equipment which is in sound and serviceable 
condition at date of transfer, will ibe classed as Condition "B" and charged at 75'/c of the price of new materials, in ac­
cordance with the provisions of Paragraph (2) above. 

Tanks, derricks, and buildings or okher equipment involving erection costs on the joint lease, will be charged on a basis 
not to exceed 75r/c of knocked-dovyn new price for similar materials. 

Other materials and supplies, hardware, building materials, and similar items, in sound, serviceable condition, wil l be 
classed as condition " l i " and charged at 75'/r of the price of new materials, in accordance with the provisions of para­
graph (2) above. 

Other second-hand materials, such as units of machinery or other equipment that is serviceable, but substantially not 
good enough to be considered first-class second-hand material when transferred to the lease, will be classed as Condition 
C" and charged at 50';'c of new price. 

until 

(5) Operator's Exclusively Owned Facilities: 
exclusively bV: Operator: 

The following rates shall apply to service rendered to the lease by facilities owned 

Water service, fuel gas, teaming, power, and compressor service: At rates commensurate with the cost of providing 
and furnishing such service to the point lease, but not exceeding rates currently prevailing in the field where the joint 
lease is located. 

Automotive Equipment: At rates commensurate with cost of ownership and operation and in line with schedule of rates adopted 
as recommended uniform standardized charges against joint lease account and revised from time to time by the Petroleum Motor 
Transport Association. Automotive rites shall include cost of oil, gas, repairs and other operating expenses and depreciation, and 
charges shall be based on use in actual service on, or in connection with, the joint lease operations. 

Automotive Well Servicing Units: Iii the event automotive well servicing-units are furnished complete with tools and equipment, 
the rate charged shall be determined in keeping with the cost of ownership, operation, maintenance and depreciation of same. 

A fair rate shall be charged for the use of drilling and cleaning out tools and any other items of Operator's fully owned machinery 
or equipment which shall be ample to cover maintenance, repairs, depreciation, and the service furnished the joint lease. 

Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient. 


