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CERTIFICATE OF APrHQVAL AMD CONSENT 

QF TlliS STATS OF KKW MEXICO 

The undersigned, having this day examined an agree­

ment providing for the cooperative or unit development and 

operation of a prospective o i l or gas pool, f i e l d or area, and 

for certain related matters, which agreement i s entitled "Unit 

Agreement for the Development and Operation of the Three Pic­

tured C l i f f s Unit Areas, Rio Arriba County, State of New Mexico", 

entered into between Tira G-. Lowry and Todd M. Fettigrew as Unit 

Operator, and likewise subscribed by numerous forking Interest 

Owners and other interested parties, to which agreement this 

c e r t i f i c a t e Is attached; and 

VVHERKAS, upon examination thereof the Commissioner 

(a) that such agreement w i l l tend to promote 

the conservation of o i l and gas and the better u t i l i ­

sation of reservoir energy; 

(b) that under the operations proposed the 

State w i l l receive i t s f a i r share of the recoverable 

o i l or gas i n place under i t s lands i n the area 

affected; 

(c) that the agreeaent Is In other respects for 

the best interests of the State; 

(d) that the agreement provides for the unit 

operation and development of the area, for the a l l o ­

cation of production and the sharing of proceeds 

from the area and lands covered by said agreement 

on an acreage basis, as specified i n said agreement, 

regardless of the particular tract from which pro­

duction Is obtained or proceeds are derived, and for 

other propor matters; 

NOW, HiBlEFOKC, by virtue of the authority conferred 

finds: 



upon me by Chapter 88 of the Laws of the State of New Mexico, 

1943, approved A p r i l 14, 1943, I , the undersigned, Commissioner 

of tublic Lands of the State of New Mexico, for the purpose of 

more properly conserving the o i l and gas resources of the 

State, do hereby consent to and approve the said agreement 

as to the lands of the State of .New Mexico included therein 

and the development and operation of such lands thereunder, 

subject to a l l the provisions of the aforesaid Chapter 88 of 

the Laws of the State of New Mexico, 1943. Upon effectiveness 

of such agreement each of the o i l and g^s leases on state lands 

within the unit area included i n such agreement and committed 

thereto by the lessee(s), is hereby amended so that the terms 

of such lease w i l l conform to the provisions of such agree-

ment • 

Executed this day of X ^ ^ t ^ ^ y 1953. 

\ ^ f - * ^ f . ^ ~ ^ & i * 0 l ^ ^ j L ^ $ ^ r. I . II r r - I I • r I' " M l 

ssioner of Fublic Lands of 
the State of New Mexico 



OPERATING AGREEMENT 

This agreement entered into this 15th day of March 
1951, by and between TODD E . PETTIGRKW and THOMAS W, D03WELL, 
718 First National Bank Building, Dallas, Texas, and TIM G. 
LQ VRY, of Eokert, Peterson & LemiBing, 135 South LaSalle Street, 
Chicago 3, I l l inois (Herein at times collectively referred to 
as "Operator"), as parties of the f i r s t part, and CHARLES F , 
REUTER & CO., 57th Floor, 33 Pine St . , law York 5, New York, 
SYL7KSTER w. E'ULDOOTY, 52 Wall Street, N«w York 5, New York, 
DATID G. BAIRD, 65 Broadway, lew York 6, Hew York, TTIEODOia S. 
..'AT30I , 149 Broadway, "ow York 6, New York, PHILIP KASH, 1 Kast 
57th Street, New York,*Mew York, WILLIAM H. COLVIN, 405 Lexington 
Avenue, New York 17, New York, HKNRY SCARBOROUGH, Firs t National 
Bank Bldg., Chicago 3, I l l ino i s , and ERRIC S. MORSE, 30 Broad 
Street, New York 4, New York (Herein at times referred to col-
lectively as "Non-Operatore" and severally as "Non-Operator!*), 
as parties of the second part, 

I H F I 3 S E T H 

The parties of tho second part heretofore have acquired 
undivided co-ownership interests, i n the respective percentages 
set forth below, In tho t o t a l leasehold working Interests cover­
ed by the o i l , gas and mineral lease(s) described in the sche­
dule hereto attached,' narked Exhibit "A" ard by this reference 
made a part hereof. The parties of the second part may here­
after acquire undivided co-ownership interests in said respect­
ive percentages i n the t o t a l leasehold working interests cover­
ed by other o i l , ras aid mineral leases; and any such undivided 
co-ownership interests hereafter acquired shall hereby be deem­
ed included i n the leasehold estate herein referred to with l i k e 
eff aot as though the o i l , f;as and mineral leases to which they 
relate were described i a said Exhibit "A" hereto; and the pre­
sent or any future Operator i s hereby authorized aM empowered, 
in the narj.es and on behalf of the parties of the second part, 
to execute such supplement to this Agreement as may be necess­
ary or appropriate to confirm the Inclusion of such after-acquir­
ed Interests i n the leasehold estate. The sum of such co-owner­
ship interests is at times referred to herein as "the lease-hold 
estate", and the land(s) covered by said lease(s) as "the leased 
premises", 

The afore/aentioned co-ownership interests are now individ­
ually held and owned by the parties of the second part as follows: 

Charles F, Reuter & Co., 37/64ths 
Sylvester V. Muldowney 6/64th 
David 0. Balrd 4/64ths 
Theodore S, <at3on 4/64ths 
Philip Nash 4/64ths 
'William H. Colvin 4/64ths 
Henry ' earborough 4/64ths 
Erric S. Morse l/64ths 



Tiie parties of the second part have agreed that their res­
pective oo-ovmers: ip interests aforesaid shall be subject to 
this agreement, ard t: at the leased premises s t a l l be explored, 
developed, maintained nr-:; operated i n accordance with the pro­
visions hereof. 

How, therefore, i n consideration of the premises and the 
mutual agreements herein contained, the parties hereto have 
agreed as follows: 

Section 1. Interests of the Parties: The respective co-
ownership interests hereunder individually aeld and owned by 
the parties of the second part are as aforesaid. Subject to the 
provisions of section 13 hereof, such parties shall own the same 
respective interests i n the oil,, gas and other minerals produced 
from the leased premises, and shall bear and pay i n l i k e pro­
portions the costs, expenses and l i a b i l i t i e s incurred i n the 
exploration, development, operation and maintenance of said pre­
mises, which are properly chargeable to the j o i n t account here­
under. 

Section 2. Oparator: The Operator hereunder, subject to 
the terms and provisions of this agreement and the limitations 
herein stated, shall have exclusive charge and oontrol of the 
exploration, development, o perstlon, r.aintenance and manage­
ment of the leased premises, and of the j o i n t account property 
and equipment thereon and of a l l j o i n t account v/ells thereon. 
Such Operator shall perf ore: and carry on such dutues i n accord­
ance with food o i l and pas f i e l d practices, i n the interest of 
Non-Operators, ard as an ordinarily prudent operator, but shall 
have no responsibility whatever to ! on-Operators for errors of 
judgment. On notice to any Operator hereunder piven at any 
time by Non-Operators owning or hold:ng 85 per cent, or more, 
of the leasehold estate, or their nominee, ouch Operator may be 
removed, and a rev; Operator appointed by the ton-Operator3 
giving such notice of removal. 

So long as Todd tettigrew, Thomas Doswell and Tim 
G. Loury are the Operators hereunder; 

(a) Operators rettiprew and Doswell shall have exclusive author­
i t y and obligation as authetlzed hereunder with respect 
to a l l f i e l d operations aM Operator Lowry shall have no 
responsibility vith respect thereto, provided, however, 
that Pettigrew and Doswell shall not execute any d r i l l i n g 
or other contracts relating to the leased premises u n t i l 
the same have been approved by Lowry. 

lb) Operator Lowry aaall nave exclusive authority and obligation 
with respect to Keeping books of account, making calls upon 
the Non-Operators for funds and receiving and disbursing 
the same, provided, however, that Lowry shall make no dis-
burseiaerts for invoices for materials or services u n t i l 
the some nave been approved by either Pettigrew or Doswell. 

(c) Pettigrew and Doswell shall be reimbursed by the j o i n t 
account for their necessary expenses {for which they shall 
submit monthly statements) but receive no t i sing for their 
personal services. 

(d) Lowry shall be reimbursed by the joi n t account for his 
necessary expenses and reasonable compensation f o r his 
services, for vPiieh ue shall submit monthly statements. 

Section 3. Rentals and Royalties: .<ter.ta.ls and royalties, 
which aay become due and payable under the lease(s) described 



-3-

herein, and. i n respect of which provision for payment thereof 
has not other-vise heen made, shall he paid by Operator and charg­
ed to the j o i n t account, Operator shall exercise diligence i n 
respect of such naymerts wh<in due, but shall not be liable to 
Non-Operators for unavoidable or unintentional f a i l u r e i n respect 
thereof• 

No Nor-Operntor snail be In any way released or relieved 
from bearing such Noc-Operator's proportionate share of rentals 
and royalties except that should the other Non-Operators, or 
any of them, agree to oay sueh non-paying Non-Operator*s said 
share against assignment to the paying lion-Operator or Non 
Operators of auch Kon-payir g Non-Operator*3 interest in the 
leased premises then* on payment by tho paying Non-Operator or 
N0n-uperators of such non-paying Non-Operators said share, 
such non-paying I on-Gperator i s hereby released of a l l o b l i ­
gation i n respect tuereof* 

Section 4, Exploration and Development: When and as Non-
Operators owning 51 per cent of the leasehold estate shall not­
i f y Operator in writing of the decision of such Non-Operators to 
d r i l l tho I n i t i a l test well on the leased premises, Operator 
shall undertake and carry out sueh operation for the j o i n t ac­
count and at the j o i n t expense of a l l the Non-Operators* 

Subject to the immediately preceding paragraph, no well shall 
be d r i l l e d , nor shall any operations for deepening, reworking 
or recompleting any well i n the same or a different horizon be 
undertaken, by tlie Operator or any Non-Operator on the leased 
premises at j o i n t expense or for the j o i n t account, prior to 
or after the discovery of o i l or gas i n paying quantities on the 
leased premises, without the consent i n writing of a l l Non-Oper­
ators, except that Operator without consent may d r i l l for the 
jo i n t account anv well on the leased premises required to o f f ­
set or prevent drainage (herein ©ailed an "offset well") by any 
well located on a lease, which has a common boundary line or 
corner with the leased premises, or any obligatory well which 
forms the consideration for the acquisition of the leased pre­
mises. 

I f any Non-Operator, prior to or after the discovery of 
o i l or gas i n paving quantities on the leased premises, decides 
to conduct any dr l l i n g , re-working, or recompletion operations, 
not otherwise"horeirbeforo provided for,, such Non-Operator shall 
give to a l l the othar Nor-Operators written notice of such de­
cision, Including the nature and proposed location of the oper­
ation, the proposed depth of completion or recompletion, and a 
detailed estimate of the cost thereof, and shall furnish Opera­
tor with a copy of such notice* 

I f a l l t e other Kon-Oparators, within 30 days after such 
notice to them,elect to participate i n such operation, the oper­
ations proposed shall be undertaken and carried out by Operator 
for the j o i n t account and at the jo i n t expense of a l l the Kon-
Gperatore. The fail u r e of any Non-Operator to give a notice 
pursuant to the succeeding paragraph hereof shall be construed 
as an unconditional election to participate in the operation. 

Any Noc-0pcrater, electing, by written notice to Operator 
within said 30 day period, not to participate i n such pperation, 
hereby agrees that the participating Non-Operators hereby become 
entitled to reoelve, and, I f any action on the part of such non-
participating Non-Operator is required i n connection therewith, 
such non-participating Non-Operator w i l l do and perform such 
acts and things as s a l l enable such participating Kon-Operators 



to receive, i n respective proportions equivalent to the respect­
ive proportions of the t o t a l costs, expenses and l i a b i l i t i e s 
borne and paid by each of them i n respect of such operation, 
a l l production, and proceeds therefrom, acoruing to sueh non-
participating Ron-Operator1s Interest i n the production from the 
well In respect to which sueh non-participation relates, u n t i l 
such participating Non-Operators'shall have received from such 
interest ( i } production having a value currently as produced, 
or proceeds, equivalent in the aggregate to three (3) times an 
amount equalto the proportionate part of a l l costs, expenses 
and l i a b i l i t i e s incurred in such operation which would have been 
borne and paid by auch non-participating Non-Operator i f such Non 
Operator had participated therein, and H i ) such non-participa­
ting Kon-0perator's pro rata part of tho operating and mainten­
ance cost and expenses of such well during the period required 
to effect payment of the amount such participating Ion-Operators 
are entitled to receive under the above clause ( I ) . I f and when­
ever such participating Non-Operators shall have received such 
amounts due, such well and a l l equipment therein shall thereupon 
be and become a j o i n t account well and property, and such non-
participating Non-Operator shall thereafter receive such Non-
Operator's interest in production and proceeds from such well 
and own such Non-Operator's interest in such equipment. 

Operator, promptly on receipt tbereof, snail furnish the 
other Non-Operators with copies of any auch non-participation not 
ice, and shall undertake and carry out the proposed operation 
when and as instructed so to do by the participating Non-Oper­
ators, and charge their respective accounts proportionately as 
directed, 

section 5, Marketing: of Production: Each Non-Operator at 
any time and from ti..o to time shall have the r i g h t , and each 
Non-Operator hereunder hereby reserves the r i g h t , to take and 
receive i n kind such Non-Operator's aforesaid share of the o i l , 
gas or other hydrocarbons i n place or produced and saved from 
the leased premises, or personally to s e l l , or direct the sale 
of, the same for such Non-Operator's benefit. At such times as 
such Non-Operator does not either take sueh Non-Operator's afore­
said share of the o i l , gas or other hydrocarbons produced and 
saved from the leased premises i n kind, or personally s e l l , or 
direct the sale of, sane, then Operator i s hereby authorized to 
s e l l , and shall s e l l , tlie a a me, subject to revocation of such 
authority at w i l l upon written notice by such Non-Operator to 
Operator, to a financially responsible purchaser selected by 
Operator on terns that are, i n the opinion of Operator, the most 
favorable that are obtaitable,provided, however, that Operator 
shall make no contract of oaie i n respect thereof which w i l l 
extend for a period of t i e longer titan a reasonable period of 
time which, is consistent with the minimum needs of the industry 
under the circumstances but which i n no event shall exceed one 
(1) year. Such Non-Operator, upon request of Operator, snail 
execute and deliver any and a l l division orders necessary or 
appropriate for the effectuation of such sales by Operator. 

Any Non-Operator, electing to take such Non-Operator's 
aforesaid share of the o i l , gas or other hydrocarbons produced 
and saved from the leased premises i n kind, shall furnish, at 
tae sole expense of such Kon-Operator, such f a c i l i t i e s as avay 
be necessary to effect division and measurement of, and^to 
recoivo, the same on or before the date fixed i n such Nwn-Oper-
ator's notice to Operator upon which delivery kind i s to be 
commenced, and shall bear a l l extra expense incurred by Operator 
i n making such delivery. 

The foregoing right i n any Non-Operator to take i n kind 



may not be exercised or enjoyed by such Ton-Operator i f and 
when such Non-Operator i s or becomes i n default i n respect of 
any payments or amounts owned by such Non-Operator under this 
agreement, ard when and while suoh default exists Operator may 
decline or cease making deliveries to or for the account of such 
Non-Operator of such Non-Operator's aforesaid share of the pro­
duction In question. 

Should any Non-Operai-or, exercising suoh right to take i n 
kind, f a i l to furnish f a c i l i t e s , or not taho delivery on the 
date fixed In tho above notice to Oparator, then such notice 
shall be void and of no effect. 

Section 6. Contracts and Services: A l l wells d r i l l e d on the 
leased premises for the j o i n t account, including a l l f a c i l i t i e s 
and installations for storing, handling and transporting product­
ion i n connection with producing, saving and marketing the same, 
shall be d r i l l e d or installed on a competitive contract basis, 
or at prices and upon terms approved by Operator and a l l of 
the Noh-Operators. I f any Non-Operator shall not state i n w r i t ­
ing to Operator within ten (10) days such Non-Operator's dis­
approval of prices or terms stated to such Non-Operator by Oper­
ator f o r such operations or installations, respectively, (when 
not on a competitive contract basis,) I t shall be conoluslvely 
presumed that such fen-Operator approved the same. 

I f Operator undertakes to perform any such work or services 
for the j o i n t account or furnishes any of Operator's f a c i l i t i e s 
i n connect;on therewith, Operator shall perform such work and 
services as an Independent contractor and for a consideration 
and upon tho same terms generally prevailing for l i k e work and 
services In tho area, and shall furnish such f a c i l i t i e s on the 
basis of their reasonable rental value. 

Section 7, Accounting. B i l l i n g . Payment and Advances; 
Operator shall incur for and charge to the j o i n t account of a l l 
the Non-Operators interested i n the leased premises, as author­
ized hereunder, a l l costs, expenses and l i a b i l i t i e s incident to 
d r i l l i n g , testing, equipping, completing, abandoning and salvag. 
ing material from, tho j o i n t account walls d r i l l e d on the leased 
premises, or incurred in connection with reworking, deepening 
or re-completing operations, or In acquiring, erecting and i n s t a l ­
l i n g a i l property, structures, gathering lines, tanks, treating, 
measuring and other f a c i l i t i e s and equipment necessary to oper­
ate and maintain such wells and carry on such operations and 
to produce, save and market the production therefrom by delivery 
to the purchaser in the f i e l d or from the lease tanks wherever 
situated. Operator ahall also charge to such j o i n t account a l l 
other costs,' expenses and l i a b i l i t i e s authorized to be incurred 
hereunder i n connection with the leased premises or the lease­
hold interests. (Such charges to the j o i n t account and matters 
relating to the accounting procedure between Operator and Non-
Operators shall bo governed by the provisions hereof and of th© 
Accou; ting Procedure hereto attached, marked "Exhibit BH, and by 
this reference made a part hereofj and, except as otherwise pro­
vided heroin, b i l l i n g by Operator and payment by Non-Operators 
shall also bo governed by the applicable provisions of said Ex­
h i b i t B,) 

Except with respect to costs, expenses and l i a b i l i t i e s auth­
orized to ba incurred hereunder as provided i n the foregoing 
paragraph and in other secions hereof, Operator shall not incur 
for or charge to the j o i n t account costs, expenses or l i a b i l i t i e s 
i n connection with any single project, or item of capital invest­
ment, i n excess of Five Thousand (#5,000.00) Dollars, without 
the written consent of each Non-Operator f i r s t obtained. I f , 



however, a project or Investment i s so approved, Operator aay 
incur and charge to the j o i n t account a l l costs, expenses and 
l i a b i l i t y incident to such project, investment or operation 
without further approval being required. 

Out of the collections from Non-Operators hereunder, Opera­
tor shall pay a l l costs, expenses and l i a b i l i t i e s incurred for 
the j o i n t account. 

Operator ray at any time and fron time to time require 
each Ron-Operator to pay in advance such Ken-Operator's propor­
tionate part of estimated expenditures Hereunder for costs, ex­
penses and l i a b i l i t i e s incurred i n connection with operations 
on, and construction of f a c i l i t i e s and acquisition of equip­
ment for or used i n operating, the leased premises for the j o i n t 
account, by making written request for auoh advance payment 
(stating the date the expenditure i s to be made, such request 
to be made at least twenty (EO) days prior to such stated ex­
penditure date.) hack lion-Operator hereby agrees to pay to 
Operator the amount requested, at least five (5) days before ths 
dats tne expenditure i s to be oiade, and i f such payment i s not 
so made tiie amount thereof, or any unpaid balance, shall bear 
and such Non-Operator shall pay, interest at the rate of six 
(6%) per cent per annum u n t i l paid. Adjustments between estim­
ates and actual expenditures shall be made by Operator and the 
respective accounts shall be adjusted accordingly monthly. 

Section 8. Inspection of Bscords »and Operations; -ach 
Kon-Operator, and such Non-Operator's representatives, shall 
have the r l ;ht at a l l reasonable times to inspect and audit 
Opera.or*s books, records and invoices pertaining to any matter 
of accounting or otherwise i n respect of the leased premises 
or the j o i n t account. 

Each Hon-Operator, and such Non-Operator's representatives, 
shall, at such Non-Operator's and their r i s k , be entitled to 
access to the leased premises and a l l property held or used i n 
connection therewith, to the wells which are being d r i l l e d , 
reworked or produced thereon and to the logs and d r i l l i n g , pro­
duction and other records pertaining thereto. "Bach Non-Opera­
tor shall also have the rlpht to receive, delivered to such 
Non-Operator's representative at tlie well, samples of a l l 
cores*and cuttings of sufficient size to be of laboratory 
value, and copies of a l l Schlumberger and other electrical 
logs, and of reports on any and a l l tests run on any wells. 

Section 9. Insurance: Operator at a l l times during the 
d r i l l i n g and/or operation of the leased premises shall carry 
and maintain i n effect the following insurance applicable to 
a l l operations conducted under this agreement, except to the 
extent that, upon recommendation of the Operator, a l l Non-Oper­
ators shall approve the elimination or modification of any 
such insurance: 

1. Workmen's Compensation under the laws of the State of 

a. Iublio L i a b i l i t y and Property Damage, with l i m i t s of 
not less than *100,000/$200,000 and #100,000. 

3. Automobile L i a b i l i t y Insurance, with l i m i t s of #100,000/ 
v2Q0,0CQ, and Automobile Property Damage Insurance, with 
l i m i t of vlO.000. 

4. Owner's Contingent or Protective L i a b i l i t y , with l i m i t s 
of not less than #85#0©0/|50,000. 



5. Fire Insurance on the actual value of the I n s t a l l a ­
tions and personal property subject to f i r e loss, 

6. Windstorm, Tornado, etc, with l i m i t s of the actual 
value of the installations and personal property sub­
ject to the j o i n t account. 

A l l other insurance purchased shall be subject to the prior 
approval of Non-Operators. Operator shall submit to a named 
nominee of Non-Operators certificates of insurance i n evidence 
of the above coverage. Such certificates shall spepify that 
i n event of cancellation or material change in coveragef at 
least ten (10) days prior notice w i l l be given said nominee 
of Non-Operators. 

Section 10. Taxes; Unless otherwise arranged, each Non-
Operator shall render for taxation such Non-Operator's inte r ­
est i n the lease(n) and pay such Non-Operator's own taxes, and 
Operator shall have no responsibility with respect thereto. 
Operator ahull, however, pay and charge to tho j o i n t account 
a l l production, severance, gathering and other l i k e taxes. 

Section I I . Lien*. Operator shall have, and hereby i s 
expressly granted, a l i e n upon the interests of each Non-Oper­
ator i n the lease(s) hereof, and i n the wells, equipment, pro­
duction, proceeds from production and other property relating to 
or used i n connection with the operations on the leased prem­
ises, to secure to Operator a l l sums which may beoome due and 
owning by such Non-Operator under this agreement. Such l i e n 
may be enforced by Operator i n the same manner as any other 
Mortgage l i e n , and such ro edy, as well as any other rig h t and 
remedy of Operator hereunder, shall be i n addition to, and not 
i n l i m i t a t i o n of, a l l other rights and remedies which Operator 
may have or enjoy under the terms hereof or otherwise, at law 
or i n equity. 

As further security for the sums which may bocome due and 
owing hereunder to Operutor, aaoh Non-Operator's interest i n 
the o i l , gas and other hydro-carbons produced from the leased 
premises and the proceeds accruing to such Interest, 

Ko purchaser or other person, firm or corporation purchas­
ing, storing, handling, transporting or otherwise dealing with 
the production from the leased premises 3hall be required to 
take notice of, or incur, any l i a b i l i t y to Operator on account 
of such l i e n or the assignment of production and proceeds 
herein wade, unless and u n t i l Operator shall have given notice 
i n writing to suoh purchaser or other person, firm or corpora­
tion asserting that*a Non-Operator interested i n the leased 
premises has failed to -ay the amounts due by ouch Non-Operator 
hereunder. Upon receipt of such notic ;, such purchaser or other 
person, firm or cor:oration shall be authorized to nay over to 
Oners tor the proceeds due and payable on the interest of the 
Nott-Gc era tor named in such I-otic© in production from the leased 
premises, without obligation to look to the application thereof 
by such Operator, and the rooeipt of Operator shall be f u l l 
aoquittance and diacharge of the amounts so paid. 

Section 12. Surrender and Abandonment of Leases and Wells; 
I f any lion-Opera tor determines to surrender or abandon the 

lease(s) covered hereby, or any of them, or any producing well 
which has ceased to produce, or in such Non-Operator*s opinion 
i s not producing i n paying quantities, such Non-Operator shall 
notify i n writing a l l th© other Non-Operators of suoh decision. 
Each Non-Operator receiving auoh notice shall have f i f t e e n (15) 
days within which to elect by notice In writing delivered to 



the Kon-Operator giving notice of surrender or abandonment 
whether such Kon-Operator w i l l j o i n therein or w i l l accept 
assignment of such lease(s) or take over suoh well. I f a l l ths 
other Non-Operators desire to accept such assignment they shall 
acquire respective interests i n the interest assigned proportion­
ate to their aforesaid respective co-ownership interests i n the 
leasehold estate. I f the accepting Non-Operators be less than 
a l l of the other Non-Operators, they shall acquire equal propor­
tions i n the interest assigned, unless otherwise agreed betwesn 
them. I f any Non-Operator receiving notioe of surrender or 
abandonment f a i l s so to notify the Kon-Operator giving such 
notice, such Non-Operator shall be conclusively deemed to have 
elected to j o i n i n such surrender or abandonment. 

I f a l l the Non-Operators elect to j o i n i n such surrender or 
abandonment, such lessefs) or well, as the case may be, shall be 
surrendered and abandoned aid Operator shall endeavor to remove 
and recover a l l salvageable materials and equipment on or used 
i n connection with such lease(a) or well. 

The foregoing assignment shall transfer and assign a l l I n ­
terest i n the lease(s) and i n the equipment thereon, or, i f 
only In respect of a well, ohall transfer and assign a l l i n t e r ­
est i n such well, the production therefrom and ths equipment 
therein* and the lease(s) insofar as the same cover o i l and o i l 
rights In and under a tract of three hundred twenty (320) acres, 
similarly located, or i n and under such tra c t as accords with 
the well spacing pattern in the f i e l d i f i t be different than 
said 40 acre and 3£G aor© units respectively. 

Against such assignment, the assigning Non-Operator shall 
bo relieved from a l l obligations thereafter (but not theretofore) 
accruing under thia agree,.ent i n respect of the interest assign­
ed. 

Section 13. Assignment and Partition: Any Non-Operator 
may s e l l , transfer, assign or mortgage a l l or any part of such 
Non-Operator's interest l n ths lease(s) covered hereby* I f 
more than one lease i s covered hereby and the selling Non-Oper­
ator s e l l s , transfers, assigns or mortgages less than such Non-
Operator's entire Interest i n a l l the leases covered hereby, the 
interest so disposed of shall be a uniform undivided interest 
i n a l l the leases covered horsey. Each sale, transfer or assign­
ment shall be made subject to this agreement, and the purohaser, 
transferee or assign©© shall assume a l l the obligations of this 
agree, ont and shall be responsible for and bear, as a co-owner 
and Kon-Operator hereunder, sueh party's proportionate part of 
a l l costs, expenses and l i a b i l i t i e s chargeable and charged to the 
j o i n t account hereunder. 

For the purposes of this provision, the purchaser of inter­
ests i n the leases at a foreclosure or othar sale through court 
process shall be considered a purchaser, transferee and assignee, 
but the Trustee under a Mortgage and Deed of Trust shall not be 
required to assume or undertake such obligations unless and u n t i l 
such Trustee shall have acquired such interests on a sal© there­
of upon foreclosu.ro. 

During the tera of this agreement no party hereto shall 
have the rig h t to p a r t i t i o n , by sals or otherwise, th© lease(s) 
covered hereby, or the area covered by such loas©(s); provided 
that a sale, transfer, assignment or mortgage, aade subject to 
this agreement and i n accordance with i t s terms, of a l l of a 
party's interest i n the leas©(s) covered nereby, or of an un­
divided portion thereof throughout the same, shall not be deemed 
a p a r t i t i o n . 



Section 14. responsibility of Parties: I t i s ths express 
purpose and intention of' the parties hereto that their ownership 
i n the l#ase(a) covered hereby and i n the leased premises shall 
be as tenants i n common and i t i s not the purpose or intention 
of this instrument to create, and th© same shall never be con­
strued as creating a partnership or other relationship whereby 
any party hereto shall be held for the acts, either of omission 
or commission, of any party or parties Hereunder. 

Section 15. Force hajeure and Regulatory Bodies; I f any 
party hereto i s rendered unable, wholly or in part, by foro© 
majeure or any other causa of any kind not reasonably within 
such party's control, to perform or comply with any obligation 
or provision of this agreement, upon giving notice and reason­
ably f u l l particulars to the other parties hereto, such o b l i ­
gation or provision shall be suspended during tho continuance 
of the i n a b i l i t y so caused, and such party shall be relieved 
of l i a b i l i t y and shall suffer no prejudice for f a i l u r e to per­
form the same during-such period; provided, tha obligation to 
make payments then due, or which may becoae due, hereunder shall 
not be suspended, and tho cause of suspension shall be remedied 
so far as possible with reasonable dispatch. 

This agreement shall be subject to and th© parties hereto 
shall comply with a l l Federal and State Laws, and a l l valid 
orders, rules, regulations and directions of any duly constitut­
ed authority having j u r i s d i c t i o n i n the premises. 

Section 16. T i t l e : In the event of loss or f a i l u r e of 
t i t l e to tho lease(sT covered hereby, responsibility of each 
party hereto interested i n such leaae(s) shall b© several, and 
not j o i n t , and shall be limited to the production or prooeeds 
accruing to such party*s interest therein and the royalties 
attributable thereto. 

Section 17. Term; Subject to the provisions of section 
numbered la hereof, thia agreement snail remain i n f u l l force 
and effect for and during the term of the lease covered hereby, 
or the terra of the last of the leases covered hereby, and for 
the f u l l term of any renewals or extensions of same, whether 
by production or otherwise. 

Section IB. Lot ices,: Any notice, request, demand, state­
ment, b i l l or other communication provided for i n this agree­
ment snail be i n writing, and shall be deemed to have been given 
or delivered on the day mailed i f placed In a postpaid envelope 
and deposited in the United States ?/ail, f i r s t olass, direct-" 
od ( u n t i l changed by written notice to tho others), i f address­
ed to the operator, as follows: 

In case of Qoerators hettiprew and Doswell, 
718 First rational Bank Building 
Dallas, Texas; and 

Tim G. Lowry, 
135 South LaSalle Street 
Chicago 3, I l l i n o i s ; 

and, i f addressed to any Non-Operator, at tho address l i s t e d i n 
the opening paragraph hereof, or at such other address as th© 
lion-Operator shall lodge from time to time with tho Operators, 

Section 19, Arbitration; Any controversy arising hereunder 
between Operator and Kon-dperators, or between Operator and any 
Kon-Operator, or between individual Non-Operators shall be sub­
mitted to arbitration by a board of three(3) arbitrators Upon 



tha written request of the party, or parties, requesting a r b i t r a ­
t i o n , whieh request shall name one (1) arbitrator. 

Th© party, or parties, receiving such request shall, within 
ten (10) days thereafter, by written notice to the other, or 
others, concerned name tne second arbitrator, or f a i l i n g so to do 
the second arbitrator attsll b© appointed by the judge senior i n * 
service of tho United States D i s t r i c t Court for th© Southern 
D i s t r i c t of Texas upon request of the party, or parties, I n s t i ­
tuting arbitration hereunder. 

The two (S) arbitrators so appointed shall name the t h i r d , 
or f a l l i n g so to do within ton (10) days after appointment of 
tbe second arbitrator, the third arbitrator may be appointed 
by said senior judge upen request of any party to the arbitration. 

As regards matters concerning accounts or accounting here­
under, tho arbitrators appointed shall be indeoondent c e r t i f i e d 
public accountants who practice o i l and gas accountancy. 

The arbitrators so appointed shall promntly hear and det­
ermine, bp the concurrence of at least a majority of them the 
matter or natters In dispute, after written notioe to the'oart-
ies concerned of tha time and place of the hearing, at which 
eaeh party shall be entitled to be heard, and shall render their 
written decision within sixty (60) days after the appointment 
of the third arbitrator. 

I f within said period a decision i3 not rendered by the 
Board, or a majority thereof, such pending arbit r a t i o n shall 
cease and determine without prejudice to tho right of any party 
thereto to proceed anew hereunder for a r b i t r a t i o n of the same 
matter or matters i n dispute. 

The decision of the arbitrators, or a majority thereof 
shall be f i n a l and binding upon the parties to the ar b i t r a t i o n 
as to the matter, or matters submitted hereunder for arbitration 
and sue:, parties, and each of then, shall abide by and comply * 
with such decision (as to the payment of money awards or other­
wise), and judgment may be entered on suoh decision i n any court 
having jur i s d i c t i o n . 

The expenses of arbitration, including reasonable compen­
sation to the arbitrators, shall bo born© or shared as the decis­
ion of the arbitrators shall direct. 

Section 20, Parties and Successors i n Interest! The terms, 
provisions and conditions of t i l s agreement shall extend to b© 
binding upon and Inura ts the benefit of the parties hereto* 
their heirs, executors, adminstraters, successors and assigns 
whether by operation of law or otherwise, and shall constitute* 
a covenant running with the lands and leasehold estates oovered 
thereby, 

*u * Section 2 1« ^g-ution i n Counterparts* I t i s eontemolated 
that taiB agreement aaj be executed i n numerous counterparts 
and that no one copy need have the signatures of a l l Kon-Oper-
ators so long as a l l Non-Operators sign at laast on© counter­
part original that Is also sif;n»d by the Ooerator. 
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Signed, sealed and delivered as of the day and year f i r s t 
above written* 

THOMAS »V. DOSWELL 
TODD K. 1 KTTIGRSW and 
TIM G. LG VHY, Operators, 

By Tim G. Lowry (SEAL) 

(SEAL) 

STATE OF ILLINOIS ) 
: s s 

COUNTY OF COOK } 

Before me Laura L, Karris a Notary Public 
i n and for t.:o County and state aforesaid, on this day person­
a l l y appeard 

^ TIK G. LOT-VRY 
known to tm to be ono of the persons'whose names are subscribed 
to tha foregoinp instrument, ard acknowledged to me that he exe­
cuted the same for the purposes and consideration therein ex­
pressed. 

Given under my hand and seal of office this 

day of . A. D. 19 , 

Laura L. Harris 
Notary Public. Cook County. 

I l l i n o i s 

My commission expires Jan. 26. 1955 



EXHIBIT WA» 

SCHEDULE Off LEASEHOLD ESTATE 

SE-1/4 of th© KW-1/4 and th© SW-1/4 of the Nl-1/4 and 
the 1,-1/2 of the WS-1/4 of Section 20, Township 26 
Korth, iange 6 West, N.M.F.E., containing 160 acres, 
more or less, 

S-l/2 of the SE-1/4, Section 2, Township 26 Lorth, Hang© 
6 /est, N.h'.P.M., containing 80 acres, more or less, 
and being a part of the State of lew Mexico Oil and Gas 
Lease llo, 13-291. 

K-l/2 of the K-l/2 of Section 16, Township 26 Korth, 
Range 6 v/est, K.l'.PJK., containing 160 acres, more or 
less, and being a part of th© State of Hew Mexico Oil 
and Gas Lease No. K-E91. 

The SW-1/4 of Section 10, and NW-l/4 of Section 22, 
Township 26 Korth, Hang© 6 West, ?Vr.J.v"., containing 
320 acres, more or less, and being United States Lease, 
Lew Mexico Ko. 03552. 

vest 1/2 of Section 34, Township 37 Korth, Hang© 6 
West, i c . r . P c o n t a i n i n g 320 acres, more or less, 
and' being United States Lease, Santa Fe l o . 079210. 

subject to royalties, overriding royaltiaa and o i l 
payments aggregating, i n i t i a l l y 30$, 



Tula Agreement or. to rod into this I t T ^ day of T êri), 
1950, by and between TODS IL rffm&iSX and THOMAS LV/"iJ'63V,tet 

718 f i r s t national Bank Bldg» t Dallas, Texas and TD' G. LOV/af 
of Sokert, Peterson & Leasing, 135 3o. Labi le Street, Chicago 
(3), I l l i n o i s (heroin at times oollootivoly referred to as 

Row York, Y.'E LZ-W. P, SI YDKR, Jri., llonry h, Oliver nidg., 
Pittsburgh, lennaylvanla 
Bank Bldg #, Chicago, l l l l , 
Culver City, California, i 
City, California, LOUT.; B» yAYhsi, Trustee for suzanna Wayer 

a, HiaaY SC A HBO ROi. an, First ICationsl 
. l lsols, I . K. rSTOISY, f$ ?*-0-M Studio, 
;, FTKOE S, FOX : : ?.t-G-t1 Studio, Culver 

$S M-G-U! Studio, Culver City, California, I.tffTA VJMSl, T*JUJ 
studio, Culver City, California, DOrtK ?€\U\:rt, > **-GW.! studio, 
Culver City, California, BHKTA?1L THAU, 3 r.'-o-J£ studio, Culver 
c i t y , California. no\mm STTLTCKLU'C, £ V-(UK tudio, Culver City, 

, 7*11X2A!* GOiitZ, $ Universal-Internatlonal Pictures. 

Culver Cit; 
City, Call 
California 
Universal c i ty , California. 

(herein at tiaes referred to oollootivoly as "Ion-Operators* 
and severally ao "l-on-Operator"), as parties of tha* second part, 

f - r i *» i * f ) f« ::ft TT 

4l ^ iI rl i*» A ••ll , \ T-

Th© parties of th© second part heretofore have acauirod 
undivided co-ownorship interests, i n the respective ooroont-
agos set forth bolovf, i n th© total leasehold* working*" interests 
covered by the o i l , gas aad mineral loase(s) described in th© 
schedule hereto attached^' marKed "Exhibit A'r and by tills re­
ference . ado a part hereof, Th© parties of the second part 
may hereafter acquire undivided co-ownership interests, l n 
said respective percentages, in the total leasehold working 
interests covered by other o i l , gas and olaoral leases; and' 
any 3uch undivided co-o./neroliip interests hereafter acquired 
shall horoby bo doomed laoluded in the leasehold estate here­
in ref©rrod to with liha eff act aa though the o i l . gas and 
mineral leases to which they relate v:©r© dosorlbed In said 
"Exhibit A" hereto; anc th© present or any future Operator 
is hereby authorized and empowered, in tho cases and on bo-
half of the parties of the second part, to execute suoh sup­
plement to tills Agreeaent as may be neoonnp.ry or appropriate 
to confirm tha inclusion, of suoh after-aotmired interests i n 
th© leasehold eatat®, Tito sue of such co-ownership interests 
Is at times referred to herein aa "th© leasehold estate", and 
the land(s) covered by sold leasos(s) ao 'tho leased premises." 

Th© aforementioned co-ov/norship Interests no® are indiv­
idually held and owned by the parties of the second part, us 
foIIOWSI 

Stanley J. Tope - 3/6ths. David s, Ralrd - 1/Oth 
•;illlaa *U Colvln- 1/16th, iVilliam P. Snydor, Jr, -l/16th 
Henry Scarborough- l/16th. L. i ; # Sidney - l/32n& 
Vyron C Fox - l/33r,u. Louia r. &ayer - 1/SSnd 
Lorona Layer - l/32nd. Dor© Senary - 1/I6th 
Benjamin fl.au - l/32nd. lizard htrloiaing -l/32nd 

William Goete - 1/lCth 



The parties of the second part have aareod that thair 
respective co-ownership interests aforesaid shall bo subject 
to this acrea. or t , a nd that th© leased premises shaU be ex­
plored, developed, maintained ana operated i n accordance with 
th© provisions hereof* 

Low, therefore, i n oonoideration of the premises and the 
mutual aaroemoiits herein contained, the parties hereto have agreed 
as follows: 

Section 1. Interests of the_Lartlos: Th© respective co-
ownership interests hereunder Individually held and owned by the 
parties of th© second part ar© as ©foresaid* Subject to the 
provisions of action i s hereof, such parties shall own tho oaae 
reapootive interests in the ©il, f;as and other minerals produced 
fron tho leaned nremiees, and shall bear and pay In like propor­
tions the coots,' expenses aed l i a b i l i t i e s Incurred i n th© ex­
ploration, development, operation aM maintenance of said pre­
mises, which ar© properly chargeable to tha joint account here­
under, 

seetion 2. Operator: The Operator hereunder, subject to 
the terns and provisions of this agreor.ert nrd the limitations 
herein stated, shall hava exclusive oh-rro and control of tho ex­
ploration, development, operation, maintenance and raanagoaont of 
th© leased crenisea, and of th© Joint account property and equip­
ment thereon and of a l l joint account wells thereon* such Oper­
ator ahall perform and carry on such duties in accordance with 
good o i l and gaa f i e l d practices, i n th© interest of Lon-Opora-
tors, acd as an ordinarily pradont operator, but shall have no 
resoonsibility whatever to Lon-Operators f or errors of judgment. 
On notice to any Operator hereunder given at any time by Eon-
Opera toro owning or hold if ig 65 per cent, or aore, of th© lease­
hold ©state, or their noxslnoe, such Operator aay be ronoved, 
and a new operator appointed by tho Lon-uporutors giving suoh 
notic© of removal. 

So lore, as Todd 5?.* rettlgrew, Theses h , aoawell and Tim 
a, Lowry the operators hereunder: 

(a) Operators .-'ettlgrew and Doswell ahall hav© exclusive 
authority apd obligation as authorised hereunder with 
res, oct to a l l f i e l d operatlona and Operator Lowry 
shall aav© no responsibility with respect thereto, 
provided, however, that Pettlgrow aM h©swell shall 
not execute anv d r i l l i n g or othor contracts relating 
to tao leasea prom s©s until the sane have been app­
roved by Lowry •„ 

(b) Operator Lowry shall have exclusive authority and 
obligation with rospoot to keening Looks of account, 
makinp; calls upon th© Eon-Operntors for funds and 
receiving and disbursing the ahuae, provided, however, 
that Lowry ahall rake no disbursements for Invoices 
for materials or pervleos until the sam© hav© been 
approved by either Pottigrew or Doawoll* 

(o) lettlgrew ard Doswell shall be reimbursed by the 
joint'account for Mo necessary expanses (for which 
he ohall submit monthly statements) but receive 
nothing for his personal services, 

(d) Lowry ohall be reimbursed by the joint account for 
his necessary expeneee aad reasonable compensation 
for his services, for whica hrs shajl subtil t monthly 
statements* 



section 3. ftunaaif and Royalties; Hontala and royalties, 
finish aay become due ana payable under the leaseia) described 
herein, and in reapect of which provision for payment thereof \ 
has not otherwise been made, shall be paid by Operator and 
charged to the joint account. Operator shall exeroiae d i l i ­
gence in respect of such payments when due, but shall not be 
liable to Eon-Operators for unavoidable or unintentional f a i l ­
ure in respoct thereof* 

Ko Eon-Ooerator m til be in any way released or relieved 
from bearing such Non-oaerator's proportionate share of rentals 
ard royalties exeopt' that should tha other Eon-Operators, or 
any of them, agree to ray such non-paying Eon-Operator*s said 
share against assignment to th® paying Kon-Operator or Eon-
Operators of such non-naying Ron-Operator's interest ln the 
leased precises then, on payment by the paying E-n-Operator or 
Kon-Operators of such non-paying Kon-Operator's aid share, suoh 
non-paying Eon-Operator is hereby released of all obligation in 
respect thereof. 

seotion 4. Kxclarafrlon and Development: when and as Eon-
Operators owning Sl per Cent of the leasehold estate shall not­
ify Operator ln writirp of the decision of such Eon-Operators 
to d r i l l the initial test well on the leased premises, Opera­
tor shall undertake and carry out such operation for the joint 
account and at tho joint ax.;*nao of a l l the Ion-Operators. 

Subject to the immediately preceding paragraph, no well 
ahall be drilled, nor shall any operations for deepening, re­
working or recompleting any weli in the same or a different 
horizon be undertaken, by the Operator or any Eon-Operator on 
the leased remises at Joint expense or for taa joint aooount* 
prior to or* aftor the dlsoovery of oil or gan in paying quan­
tities on the leased premises, without tho consent in writing 
of a l l Kon-Operators, except that oparator without consent may 
dr i l l for the joint account any well on tho leased premises 
required to offset or prevent drainage (heroin called an "off­
set well") by any well located on a loose, which has a common 
boundary line or'corner with the leased pre lees, or any ob­
ligatory well which forms tho consideration for th© acquisition 
of"the leased premises* 

If any Eon-Cteerator, prior to OP after tm discovery of 
oil or gas in raying quantities on th© leased premises, de­
cides to conduct any drilling, reworking, or recompletion oper­
ations, not otherwise hereinbefore provided for, suoh Won-
Operator shall «iv© to a l l the other Eon-Operators written 
notice of such decision, Including th© nature and proposed 
location of tho operation, tho proposed depth of completion 
or reoomDletion, and © detailed estimate of the cost thereof, 
and shall furnish Operator with a copy of such notice. 

If a l l tho other Eon-Operators. v;ithln 30 days after such 
notice to them, elect to participate in such operation, the 
operations proposed shall be undortaKsn and carried out by 
Operator for tho joint account acd at tue joint expense of a l l 
the Non-Operators, Th® failure of any Eon-Operator to give a 
notioe pursuant to th© succeeding paragraph hereof shall be 
construed as an unconditional election to participate In th© 
operation. 

Any Eon-Operator, ©looting, by .Tittan notice to Operator 
within said 30 day period, not to participate in such operation, 
hereby agre©3 that the partioipatirc Eon-Operators hereby be­
come entitled to receive, and, lf any action on the part of 
suoh non-partleii atlcg Kon-0p©rator is required In connection 
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therewith, such non-participating; Eon-Operator w i l l do and per­
form such acts and things as shall enable such participating 
Eon-Operatorn to receive, i n respective proportions equivalent 
to tho respoctlve proportions of the total costs, expenses and 
l i a b i l i t i e s borne and paid by each of them in respect of suoh 
operation, a l l production, and proceeds therefrom, accruing 
to such non-partic ipu1i tig Eon-Operator's interest i n the pro­
duction from the well in respect to which such non-participa­
tion relatoa, unt i l auch participating Eon-Operators shall 
have received from sueh interest (1) production having a value 
currently as produced, or proceeds, equivalent i n the aggregate 
to throe (3) times ar, amount equal to the proportionate part of 
a l l costs, expenses and l i a b i l i t i e s incurred in such operation 
which, would have been borne and paid by sueh non-participating 
Eon-Operutor Jf atoji Eon-Operator had participated therein, 
and ( I i ) such non-partiolpatlng Eon-Oporator's pro rata part 
of the operating and maintenance cost and oxpenses of suoh 
well during tho period "squired to effect payment of the 
amount such participating lion-Operators are entitled to re­
ceive under tha -above clause (1). I f and whenever suoh part­
icipating Eon-Operators shall have rocoived auch amounts' due, 
such weli and a l l equipment therein shall thereupon be and be­
come a joint account well and property, and auch"non-partici­
pating Eon-Operator shall thereafter receive each Eon-Operator's 
Interest i n production and proceeds from such well and own such 
Eon-Operator*s interest in auch equipment* 

Operator, promptly on receipt thereof, a; .all furnish the 
other Eon-operators with copies of any such non-participation 
notice, ana phail undertake txm carry out t, & proposed opera­
tion when and ao ina true tad no to do by tha participating Eon-
Operators, and ci u-i rge their respective aocou.r>ts proportionate­
ly U3 directed* 

Section G. ' arreting of production: hnch Eon-Operator 
at any, time and from time to time shall have the right, and 
each Eon-Operator hereunder hereby reserves the right, to take 
and receive i n kind such Kon-Operator*s aforesaid share of tho • 
o i l , gas or other hydrocarbons in place o„> produced and saved 
from the Ummd p s e e , or personally to s e l l , or direct the 
sale of, the same for sueh Eon-Operator's benefit. At auch 
times aa suoh Eon-Operator does not either take such Eon-
Operator's aforesaid ahare of the o i l , gas or other hydro­
carbons produced and saved from tho 1cased promises in kind, 
or personally se l l , ot* direct th© saio of, same, then Operator 
is hereby author!:;od to s e l l , and shall s e l l , the same, sub­
ject to revocation of sueh authority at w i l l upon written 
notice by nuoh E'on-Cporator to Operator, to a financially re­
sponsible purchaser selected by Operator on terms that are, l n 
the opinion of Operator, tho raost favorable that ar© obtain­
able, provided, however, that Operator shall make no contract 
of sale In respect thereof which w i l l extend for a period of 
timo longer than a reasonable period of time which ia consist­
ent with the minimum needs of tho industry under th© circum­
stances but which in no event shall oseosd on (1) year. 3uch 
Eon-Operator, upon request of operator, ohall execute and 
deliver any and -.11 division orders necessary or appropriate 
for the effectuation of suoh sales by Operator. 

*ny Eon-Operator, ©looting to take auch Eon-Operator's 
aforesaid aaar© uf th© o i l , gaa or uthor hydrocarbons produced 
and saved from tho leaaad promises in kind, ahall furnish, at 
the sol© expense of sueh Eon-Operator, ouch f a c i l i t i e s as nay 
ba necessary to affect division and measurement of, and to re­
ceive, the aa-r© on or before th© date fixed in suoh Eon-Opera­
tor's notice to Operator upon which delivery In kind Is to b© 



oocacienced, and s mi l bear a i l extra em epse incurred by Opera­
tor i n makinm ouch delivery. 

Th© foregoing right in any Eon-Cparator to take i n kind 
mav not be exorcised or enjoyed by such Eon-Operator i f and 
vmon auch Eon-Operator io or becor.es in default In respect 
of anv payments or amounts owned by suoh Eon-Operator under 
this agree ent, ana when and while such default exists Opera­
tor mav decline or cease making deliveries to or for the 
account of ouch. Eon-Operator of such Eon-Operator*s aforesaid 
ahare of tha production in question. 

Should anv E^n-operator, exercising such right to take i n 
kind, f a l l to furnish*facilities, or not take delivery on the 
date fixed in th© above notice to uparatar, then suoh notice • 
ahall b© void and of no affect* 

Section 6* Contracts and Cervices,; A l l wells drilled on 
ths leased pranisea for the Joint account, including a l l f a c i l ­
i t i e s and installations for storing, handling ard transporting 
production in. o:>cr.ection with producing, saving ard marketing 
the same, shall be drilled or installed on a competitive con­
tract basis, or at ericas and uoon terms approved by Operator 
and a l l of the Eon-Oserators*. Xf any E0r-0:.:-orator ahall not 
at" it© In writing to Operator within (10) t~r days such Eon-
Cperator's disapproval of prices or terms abated to such Eon-
0iterator bv Operator for such operations or Installations, 
respectively," (v/ten not -n a competitive contract basis, j i t 
shall bo conclusively presumed that such Ton-Operator approved 
tn© same* 

I f operator undertakes to perform any such v*ork or serv­
ices for the joint aooount or furnishes any of Operator's 
f a c i l i t i e s in connection therewith, Operator shall perform such 
v̂ ark pad services as a independent oontraotor and for a consid­
eration and ueon the sac.© teras generally prevailing for like 
work and services in th© area, and shall furnish such f a c i l i t ­
ies on the-.basis of their reasonable rental value, 

•.action ?. :,cooun-tiRg; Bi l l i n g , hayment and Advances: 
Oparator a^,all-incur for and charge to tha joint account of a l l 
the Eon-O^oratorp interested In the leased preraises, as author­
ized hereunder, a l l coots, expenses and l i a b i l i t i e s incldert 
to d r i l l i n g , testing, ©quipping, completing, abandoning and 
salvaging material froa, tha joint acoouct wells drilled on 
the leased r:-remises, or incurred in conr.oction with reworking, 
deenonlng or re-ooanlsting operations, or in acquiring, oreot-
lng" and installing a l l property, structures, Catherine lines, 
tanks, treating, measuring and other f a c i l i t i e s and equipment 
necassarv to operate and maintain•such 'v-sii-j and oarry on such 
ooerations and" to produce, save and market ta© production there­
from by delivery to the purchaser In tha f i e l d or from th© 
iease tanks wh©reaver situated* Operator shall also charge 
to such joint account a l l other coots, expenses and l i a b i l i t i e s 
authorised to b© inourred hereunder in concoction with the 
leased er©mis©3 or the leasehold interests. (Such charges to 
the joint account and matters relating to tha accounting pro­
cedure between Operator and Eon-Operators a a l l be governed 
bv the croviclone hereof and of the lecourtirp :jrooedure here­
to- attached, harked "Exhibit 13", and by this reference mad© a 
part hereofj ard, except UB otherwise provided herein, b i l l i n g 
by Operator and payment by Eon-Operators ehall also be governed 
by the applicable provisions of said Exhibit ".) 

itxcapt witn resoeot to costs, expenses and l i a b i l i t i e s 
authorised to bo Ir currod hereunder as provided in tha for©-



going paragraph and i n other sections hereof, Operator shall 
not incur for or charga to the Joint account costs, expenses 
or l i a b i l i t i e s i n connection with any single project, or item 
of capital invosteient, i n excess of Five Thousand (#5,000.00) 
Dollars, without tbe written consent of each Kon-Operator f i r s t 
obtained. I f , however, a project or investment Is so approved, 
Operator may incur and charge to the j o i n t account a l l costs, 
exoanses and l i a b i l i t y incident to such project, investment 
or*operation without further approval being required. 

Out of the collections from Eon-Operators hereunder. Oper­
ator shall nay a l l coots, expenses and l i a b i l i t i e s incurred 
for th© j o i n t account. 

Operator map- at app tlae and from time to time require 
each Eon-Operator to pay i n advance such lion-Operator1 s pro­
portionate part of ©stir.ated expenditures hereunder for costs, 
expenses end l i a b i l i t i e s Incurred i n connection with operations 
on, and construction of f a c i l i t i e s and acquisition of equip­
ment for or used i n operating, the leased premises for the j o i n t 
account, by makirr* written request for such advenes payment 
(stating the data tho expenditure i s to be aad©, such request 
to- be made at least twenty (SO} days prior to such stated ex­
penditure dat©.} .each Eon—Operator heroby agrees to pay to 
Operator the amount reprusted at leapt f i v e (5) days before 
tiie date ta© expenditure i s to bo made, and i f suoh payment 
i s not so mado the amour.t thereof, or any unpaid balance, shall 
boar and such Eon-Operator shall pay. interest at the rate of 
six { 0 ) per ce? t per annum u n t i l paid. Adjustments between 
estimates and actual expenditures shall be K:»GO by Operator and 
th© respective accounts shall b© adjusted accordingly monthly. 

Section 8. Inspection of records and Operations: Each 
Eon-operator, EI a such Eon-Operator's representatives, shall 
have the right nt a l l reasonable times to irspeet and audit 
Operator's booI'S, records and invoices pertaining to any mat­
ter of accounting or otherwise i n respect of the leased pre­
mises or the j o i n t account. 

Each lon-Cperntor, and such Eon-Operator's representatives, 
sh a l l , at such I on-0p©rator#e and their r i s k , be entitled to 
access to the leased premises and a l l property held or used i n 
connection therewith, to the wells which ere being d r i l l e d , re­
worked or produced thereon and to the logs and d r i l l i n g , pro­
duction acd other records pertaining thereto. Each non-Opera­
tor shall also iv© the right to receive, delivered to such 
Eon-operator's representative at the well, samples of a l l 
cores and cuttings of sufficient BIZB to be of laboratory 
value, and copies of a l l oehluaberger anc other a l e c t r i c a l 
logs, and of rei .-rte on sny and a l l tests run on any walls. 

mcction C. Insurance; Operator at e l l times during the 
d r i l l i n g and/or operation "ef th© leased prom'ges shall carry 
end maintain In offeet the following insurance applicable to 
a l l operations conducted' under tfcis agree; ent, except to ths 
extent that, u-on recommendation of the Operator, a i l HOn-
Cperators shall approve taa elimination or modification of 
any such insurance: 

1, ..orkmep's Compensation under the laws of the fstate 
of 

v ubllc l i a b i l i t y and iroporty Damage, with l i m i t s of 
not less than V7100,000/1200,000 and #100,000. 

3. Automobile L i a b i l i t y Insurance, with H a l t s of #100,000/ 



$£00,000, and Automobile Property Damage Insurance, 
with l i m i t of ?10,000* 

4* Owner• 3 Contingent or I TOtectiva L i a b i l i t y , with 
l i m i t s of net less than a35,000/?50,000. 

5, Fire Insurance on the actual value of the I n s t a l l a ­
tions and personal property subject to f i r e loss* 

6, v/irdstorm. Tornado, etc., with l i m i t s of the actual 
value of the installat.ions and personal property 
subject to tho j o i n t account. 

A l l otaor insurance purchased e h r l i be ouhgoct to tho prior 
approval of Kon-Oporatora* Operator s' a l l submit to a named 
nominee of kon-Operators c e r t i f icates of insurance i n evidence 
of tii© above coverag©« such certifioat©3 shall specify that i n 
event of cancellation or aatemial bhang© in coverage, at least 
ten (10) d«ys* prior notice w i l l b© given said nominee of Kon-
Operators. 

Section 10. a^axeai bnlaas other rise arranged, each E0n-
Operator ahull render for taxation such Kon-Operator*a interest 
l n the lease(a} and pay auoh i)on-0porator*9 own taxes, and 
Operator ahall hav© no rosponsiblllty vdth respect thereto. 
Operator aimII, hc-'.'iovsr, pay and charge to tha j o i n t account 
a l l production, sovaranco, gathering and other l i k e taxes, 

section 11. I den; Operator shall have, and horeby Is 
expressly granted, a l i e n upon the interests of each lion-Opera­
tor i n the lease(s) hereof, and i n tho wells, equipment, pro­
duction, proceeds from production and other property relating 
to or used i n connection with the operations or tho loosed 
premises, ho secure to operator a l l suna v/hick may become due 
and ov-ning by aucl. J'on-Opermtor under this agreement. Such 
l i e n may bo enforced, by Operator I n tho same manner as any 
other Mortgage l i e n , ana suoh remedy, as well as any other 
right and remedy of* operator h©rounder, shall be i n addition 
to, and not In limitation of, a l l othar rights and remedies 
which Operator ;-;qy h -v© pr enjoy under the terraa hereof or 
otherwise, ut luv ar In equity. 

As fart" er socurltp for the sums vvhloh may become due and 
owing hereurdor to operator, oqefa Kon-Operator heroby transfers 
and assigns to Operator auch .Kon-Operator*a interest i n the o i l , 
gas and otaor hydro-carbon" produced from the leased premises 
and Ui© proceeds accruing to euch interest, 

Ko purchaser or other r©rson, firm or corporation pur­
chasing, storing, handling, transporting ar otherwise dealing 
with th© production from th© leased premises ahall be required 
to take notice of, or incur, any l i a b i l i t y to Operator on 
account of such lien or tbe assignment of production ani pro­
ceeds herein aad©, unlets* and u n t i l Operator shall have given 
notice i n writing to suoh purchaser or other parson, firm or 
corporation asserting that a Kon-Operator interested i n tho 
leased preer sea haa failed to pay tho amounts due by auch Kon-
Operator hereunder. Upon receipt of suoh, notice, ouch pur­
chaser or othsr person, firm or corporation ahall be authorized 
to pay over to Operator the proceeds duo and payable on the 
interest of ths Kon-Operator named ln auch EotJce l n production 
from the leased premises, v/lthoat obligation to look to the 
application thereof by sueh Operator, and tha receipt of 
Operator shall be f a i l asqulttanee and discharge of the amounts 
so paid. 



Section IB. Surrender and Abandonment of Leaaaa anfl 
'.pile: i f any Kon-Gporater determines to surrender or abandon 
the loesets} covered hereby, or any of than, or any producing 
well which has ceased to produce, or In such Kon-Cperato^s 
opinion ia not producing l n paying quantities, ouch Ken-Oper­
ator shall notify In writing a l l the other Kon-Operators of 
such decision.- T;ach Kon-Operator receiving suoh notice ahall 
have fifteen (15) daya -.ithin which to elect by notice i n 
writing delivered to tho 'an-Operator giving notice of surrend­
er or abandons ant ^hethea such Kor.-Operator w i l l join therein 
or w i l l accept assignment of such leaoe(s)- or take over such 
well. I f a l l t!i© other I:on-Operafcors desire to accept such 
assignment they ahall aculre res recti ve interests i n tha i n ­
terest assigned proportionate to their aforesaid respective 
co-ownership interests in tho leasehold estate. I f the 
accoating 1 on-Operatara be leas than u l i af the other Kan-Oper­
ators, they ah-:ll acquire eaual proportions in the Interest 
assigned, unless otherwise agreed bet<.e-.:n thorn. I f any Kon-
0,; ora tor receiving notice of surrender or abandonment f a l l s 
so to notify tho Kon-Opcrator giving such notice, suoh Kon-
Operator shall be conclusively deemed to hav© elected to join 
i n such surrender or abandonment• 

I f a i l tho Xion-Opui'ators ©loot to join i n such surrender 
oa abardOi-ment, aach lease(s) or well, as the case may be, 
saall bo am rend©rod" ana abandoned, and Operator shall endea­
vor tc remove and recover a l l salvageable materials and equip­
ment on or used in oonnaction with such ioase(s) or well*' 

Tao foregoinf- assignment shall transfer and assign a l l 
interest In th© I©us©(s) and In tit© equipment taoreon, or, 
i f only in respect of a well, shell transfer and assign a l l 
interest i n aaoh well, the production therefrom- a nd the eouip-
mont taareln, nnd tha l^aseU) Insofar aa taa -pirn© cover o i l 
nnd o i l righto i n and under a tr^ot of forty too) acres around 
tho ivoll, and gaa an-; r«a rights In and undoa a tract of three 
hundred twenty (320) acres, similarly located, or in and under 
such tract aa accords with tho well spacing pattern In the f i e l d 
lf- i t be different than aaid 40 acre and &-,0 acre units respect­
ive!:' • 

Agnirat suoh asai-gnaent, tha assigning Kan-Operator shall 
bo raliivea tram a'l obligations thereafter {hat not thereto­
fore) accruing under th' •: agrees at ia ••aspect of the interest 
assigned. 

'Action 13. \sa.i. .iamafit and t a r t i t i o n ; Any Kon-Operator 
gay s e l l , transfer, ms im or mortgage a l l or any part of suoh 
Kon-Operator*s intareat in tha leaae(s) coverod hereby. I f 
more thaa ona I© a so is covared heroby aaa tr,a aolling 0 n-Ooer-
utor sells, transfers, assigns or aortg.-agas loos than suoh 
Kor.-Oporator*s oatire interest in a l l th© leases covered hereby, 
tho Interest oo disposed of ehall bo a uniform undivided inter­
est in a l l the leases covered hereby. ;aca gal©, transfer or 
assignment ahall ba made subject to thaa agreement, and the 
purchaser, transferee or assignee shall assume a l l th© obliga­
tions of this agreement and shall b© responsible for and bear, 
as a co-ownor and hon-aperator hereunder, such carty's propor­
tionate part of '0.1 costs, »;pen r,©s amd l i a b i l i t i e s chargeable 
and charged to tho joint account hereunder. 

For tn© purposes of tnis provision, the purchaser of i n ­
terests in th© loasos at a foreclosure or ota.yr sal© through 
court process ahull be considered a t urobaser, transferee and 
aasig.noe, but tho Trustee under a u'ortgaga and Deed of Trust 



shall not be required to assume or undertake suoh obligations 
unless and u n t i l sueh Trustee shall have acquired sueh interests 
on a sale thereof upon foreclosure• 

During the torn of this agreement no party hereto shall 
have the r i g h t to p a r t i t i o n , bp sale or otherwise, th© lease(s) 
covered hereby, or the area covered by sue:, loase(s); provided 
that a sale, transfer, assignment or mortgage, mode subject to 
this agreement and. i n accordance with i t s terms,' of a l l of a 
party's Interest i n tmo leuse(s) covered hereby, or of an un­
divided portion thereof throughout the same, shall not be dese­
ed a p a r t i t i o n . 

'lection 14: IpacorsJhillty af parties: ' I t i s the ex­
press purpose ard intention of the ar'tYer hereto that t h e i r 
ownership i n the lease(s) covered hereby amd In the leased 
premises shall be as tenants i n cocaoon and i t i s not the pur­
pose or intei;tion of this instrument tn create, and the same 
shall never bo construed as creating a arptnerahip or other 
relationship whereby any aarty hereto shall be ruO.d fear the acts, 
eithor of oulsslon or commission, of any party or parties here­
under. 

hoc tion 15. Force lalpure and .jop;ulatory h'od..ea: I f any 
party hereto i s rendered unable, t.aoily or In part, bp force 
majeure or amp other cause of.any hind not reasonably'within 
such party*a control, to perfowu or com. l y v/ith any obligation 
or provision sf thia agreement, upon giving notice"and reason­
ably f u l l particulars to tho other parties ueroto, such o b l i ­
gation or provision shall be suspended daring.ths continuance 
of tne i n a b i l i t y sa caused, und such party shall be relieved 
of l i a b i l i t y and ahull suffer no prejudice for f a i l u r e to per­
form tho aa...e during such period} provided, tho obligation to 
mafce payments U.en due, or which ray boa..me due, hereunder 
s*itia.l ao« i,g ai...Uj.., auu toe Ci-.vi.sfi o„ susgaisomi suaH b© 
V» f i f . i . ' j ' '' - r ' t * - • 0* * l * e **? '* 4 ' *>s * f t - J^i 4 r \ ; / f • r t \ * 

This agreement s h a l l be subject to and * the par t ies hereto 
Ui«all comply wi th i . i 1 rodora l und atate Laws, ar t . g l v a l i d 
orders, r u l e r , rc e i.lat*ono and di rect ;ana cf any duly c o n s t i ­
tuted au thor i ty having j u r i s d i c t i o n i n the prtg i aos . 

' -act ion i d . T i t l e : I n tha avert of loss or f a i l u r e of 
t i t l e to ti.e lease is,-" covered hereby, raapomaibi l i ty of aaoh 
party ; j»roto in teres ted i n sueh lease is) s h a l l be several , and 
not j o i n t , and rhu^ i be H a l t e d tc tho production or proceeds 
accrult g ta such p oty*s in te res t there in and the r o y a l t i e s 
a t t r i b u t a b l e t -oreto. 

Section 1 " . dorm: >ub,1cot to thu provi;dor.s o f seotion 
numbered l i l ..ereof, t h i s a;-.reer-:ar:t sha l l remain i n f u l l fo rce 
and e f f e c t f o r and curing the term of the loose covered hereby, 
or taa ter;: of the l a s t .rr the Isaacs covered uaroby, and f o r 
the f u l l tern, uf an; ror..m.als ar cmtensians af a&me, whether 
by -, reduction, or c-t.aorwise. 

l e c t i o n I C . I utlce3 rl hny n at l ee , re-.uost, demand, 
statement, b i l l or other cOBsunication provided. Tar i n t h i s 
agreement s h a l l be i n w r i t i n g , and s h a l l bo duo.ed tc have been 
given w ; del ivered on thu day mailed I f placed i n a postpaid 
envelope aud deposited i i . the United states a n i l , f i r s t c lass , 
d i rec ted ( u n t i l changed by w r i t t e n notice ta the o thers ) , i f 
addressed ta the (".aerator, as f o l l o w s : 

I n ouse of Operators Pottigrew ard Doswell, 
710 Tiret* l o t i o n s ! Bank" Bui ld ing 
Dal las , Texas} and 



0.0-

Tim O. Lowry, 13S 
135 South :.a0ailo ntreat 
Chicago 3, I l l i n o i s ; 

and. i f addressed to any Kon-Operator, at the address l i s t e d i n 
the ouening -vara^rapa hereof, or at suca other address as the 
ton-Operator* snail lodes from time to time with the Operators. 

Section 19. arbitrations Any controversy arising here­
under between arm rator and Ion-Operators, or between Operator 
and any I'on-Operolor, or between individual !:on-0perotors shall 
be submitted to arbitration by a board of throe(3) arbitrators 
upon the written recuest of the party, or parties, requesting 
ar b i t r a t i o n , whiah request shall nam© one (1) ar b i t r a t o r . 

The aarty, or parties, receiving mc:: roauest s h a l l , 
within ten" (IC) daya thereafter, by written notice to the 
other, or .. t err, concerned uume the second a r b i t r a t o r , or 
f a i l i n g so to do, tho second arbitrator ahall be appointed 
bv tWjud---* senior in service af the United to tea D i s t r i c t 
Court for the rou thorn .J. s t r i c t of Toxaa upon request of the 
party, or parties, I n s t i t u t i n g arbitration haraunder. 

Tha two (a) arbitrators ao aupolntad a ..-.11 name tho 
th i r d , ar f a i l jr.- ao to do within ter (10) daya after appoint­
ment of taa second arbitrator, the third arbitrator ;.ay be 
appointed by uaiu oor.ior judge upon re:: uaat of any party to 
the a r b i t r a t i o n . 

As regards m-ttero concerning aecaarta ar accounting 
Hereunder, too arbitrators appointed saall bo independent 
c e r t i f i e d public accountantu wno practice o i l and gas account­
ancy. 

lac arbitrators aa aapoirlud s'am'.i promptly hear and 
determine, by tho concurrence of at least a i;,aparity of them, 
taa mutter ar matters in, dispute, after writtor notice to the 
oartios concerned of the time and place of ta^ hearing, at 
wnich. each -. arty ^ . a l l be entitled to be heard. and shall 
rordcr their written decision within sixty {30} days after 
tho uppair.t...nr t al taa th i r d arbitrator.. 

I f -i-ithir. arid i c i l o d a decision i s not rendered by 
the hoard, or a majority thereof, such per.ding arbitration 
shall cease ard uatarmine without prejudice to the right of 
any party thereto ta proceed anew hereunder for arbitration 
of the- sumo aattaa or"cutters la dispute. 

The decision of the arbitrators, or of a majority 
thereof, shall be f i n a l and binding upon taa partiee to the 
arbitration ua ta tao mutter, or matters, aabaitted hereunder 
for a r b i t r a t i o n , and such aartiaa. and each of them, 3hall 
abide bv end com ly with such decision (as to tha payment of 
monev awards or other iae), and judge.;: srt aay be entered on 
auch" decision in. any court having jurisdiet!: n. 

The oxuersaa of arbitration, includinp; reasonable com-
oensation to" ths arbitrators, s; a l l ba borne or chared as tiie 
decision of tho arbitrators ahall direct. 

section CO. rarties and Successors in Interest: The 
terms, arov5siona and conditions of this agree.art shall extend 
to, be blading ua on and Inure to the benefit of, the parties 
hereto, their'hairs,- exaoutors, administrators, successors and 
assigns, woe tha- r by operation- of lew or otherwise, and shall 
constitute a covenant* ninnlng with the lands and leasehold 
estates covered thereby. 



-11-

Gection 21* Execution ln Counterparts; 
I t Is contemplated that thia agreement may be executed In 

numerous counterparta and that no ono copy need have the sig­
natures of all.ron-Onarators so lonp an a l l Kon-Operators sign 
at least one counterpart original that la also aimned by the 
Operator. 

1*1/-nod, aaalad and delivered aa of the day and year 
f i r a t above written. 

Taraa v,. a ;ar;r 
?aj)!i -\ h;':!!!'!":̂ '- and 
TAT' a, :.mvpr% Operators, 



shall not ba required to aastuae or undertake auoh obligations 
unlass and u n t i l sueh Trustee shall have aoqulred sueh Interests 
on a sale thereof upon foreclosure* 

During the tore of this agreement no party horeto shall 
have tho rimht to p a r t i t i o n , by sal© or otherwise, Uie lease(s) 
oovered hereby, or the area covered by sueh ioase(a); provided 
that a sale, transfer, assignment or mortgage, made subject to 
this agreoiaent and i n acoor&ance v;ltL i t o terms, of a l l of a 
party's interest ir, the lease(s) covered hereby, or of an un­
divided portion thereof throughout the same, ahall not be deea­
ed a p a r t i t i o n . 

Bsc t i o n .14*. sensibility of l a r t i o s i I t i s the ex­
press purpose ard Irt e n t l c n of" the parties hereto that t h e i r 
ownership i n tha iouse(a) covered hereby and In the leased 
premises shall be as tesantn i n camnion and I t i s not the pur­
pose or Intention of this instrument to create, and tha same 
shall never bo construed aa creating n partnership or othar 
relationship whereby any party hereto shall be aald for the sots, 
©itner of omission, or eoiamiooion, of any party or parties here­
under* 

Seotion 15. lorco yajpoare and aogulatory Bodies; I f any 
party hereto ia rendered, unable, wnolly or In part, by force 
majeure or any other cause of any." kind not reasonably within 
auch party*a control, to perfom or comply with any obligation 
or provision of thia agreement, upon givlrim notice and reason­
ably f u l l particulars to the other parties hereto, such o b l i ­
gation or provision shall be suspended during.the continuance 
of the i n a b i l i t y oo caassd, and auch party shall be relieved 
of l i a b i l i t y and ahull suffer no prejudice for f a i l u r e to per­
form the same during sueh periods provided, the obligation to 
make payments tLsn due, or v/hiob may bee,ase duo, hereunder 
ahall not bo auupsndod, and the causa ol suspension ahall be 
remedied so fax aa possible with reasonable dispatch* 

This agreement shall be subject to and'tho parties hereto 
ai»a 11 comply with .11 I'ederal and Ztat© Laws, and a l l valid 
ordere, relet:, regulations acd directions cf any duly consti­
tuted authority lyavine Jurisdiction l i i the promises* 

r-octlon i e . l i t l e i In tbe event of loss or f a i l u r e of 
t i t l e to the leasee a,} covered hereby, responsibility of each 
party hereto interested i n such.- loase(s) shall be several, and 
not j o i n t , and ahall be limited to the production or oroeeeds 
acorui: £* to auch p .rty*s intoa-ost therein and the royalties 
attributable thereto. 

flection 17. rorflf. Sub;ect to tlie provisions of section 
numbered IE ..ereof, this agreement shall remain In f u l l force 
and effect for and during the term of the lease covered hereby, 
or the torsi of the last af tha leases covered hereby, and for 
the f u l l tera. of any renewals or enteral: ns of same, whether 
by production or otherwise. 

lection IG. Notices: Aay notice, request, demand. 
statae.eiit,biil or other communication provided for i n this 
agreement shall be i n writing, and shall be deouaa tc have been 
given or delivered on the day mailed I f placed i n a postpaid 
envelope and deposited I n the United states r a i l , f i r s t class, 
directed ( u n t i l changed by written notice to the others), i f 
addressed to tho Operator, BG follows: 

In ease of Oparator3 iettigrew and Doswell, 
710 Tirst national Baza: Building 
Dallas, Texas; and 



Tim G. Lowry, 135 
135 South haSalle street 
Chicago 3, I l l i n o i s ; 

and, I f addressed to any ! on-Qperator, at tao address l i s t e d i n 
the opening paragraph hereof, or at suoh other address as the 
Kon-Operator si.all lodge from time to time with the Operators. 

Section 13. h r b l t r a t i o n ; Any controversy arising here­
under between operator and Kon-Operators, or between Operator 
and any Eon-Operator, or between individual icon-Operators shall 
be submitted to arbitration by a board of three(3) arbitrators 
upon the written request of the party, or parties, requesting 
a r b i t r a t i o n , which request shall name one l l ) arbitrator. 

The party, or parties, receiving, such request s h a l l , 
within ten (ic) days thereafter, by written notice to the 
other, or others, e enc erred came the second arbitrator, or 
f a l l i n g so to do*, the second arbitrator shall bo appointed 
by the' judge senior In service of the United bates D i s t r i c t 
Court for the routhorn District'of Taxas upon request of the 
party, or parties, i n s t i t u t i n g arbitration*.hersunder. 

Tha two (a) arbitrators so appointed a;.all uame the 
t h i r d , or f e l l i n g so to do within ten (10) days after appoint­
ment af tne second arbitrator, tho thi r d arbitrator may"be 
appointed by said senior Judge upon re ;uaat of any party to 
the a r b i t r a t i o n . 

As regards matters concerning accounts or accounting 
Hereunder, tho arbitrators appointed snail bo Independent 
c e r t i f i e d public accountants who practice o i l and pus account­
ancy. 

hue arbitrators so appointed shall promptly hear and 
determine, by tho coneurranc© af at least a sy*parity of them, 
tha matter sr matters* i n dispute, after written notice to the 
parties concerned of the time and place of tao hearing, at 
which each party ohall be entitled to ba heard, and shall 
render their writter decision within sixty (60} days after 
tho appointment af tao t h i r d arbitrator. 

I f «lthln said period a decision i s not rendered by 
the hoard, or a majority thereof, such pending arbitration 
shall cease and determine without prejudice to the r i g h t of 
any party thereto to proceed anew hereunder for arbitration 
of the same natter or matters In dispute. 

The decision of thu arbitrators, or of a majority 
thereof, shall be f i n a l and binding upon tao parties to the 
arbitration as to tao nutter, or matters, submitted hereunder 
for a r b i t r a t i o n , and such parties, and aach of them, shall 
abide by and comply with such decision (as to the payment of 
money awards or othar• i s e ) , and judge.aer.t may be entered on 
such decision i n any court having j u r i s d i c t i o n . 

The expenses of arbitration, including reasonable com­
pensation to* the arbitrators, shall be borne or shared as the 
decision of the arbitrators shall direct. 

hoction 20. rar t l c s and Successors I n Interest: The 
terms, provisions anal conditions or tnis agreement shall extend 
to, be binding upon and inure to the benefit of, th© parties 
hereto, thoir heirs, executors, administrators, successors and 
assigns, wuether by operation- of law or otherwise, and shall 
constitute a covenant running with the lands and leasehold 
estates oovered thereby. 
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Section 2 1 . Execution I n Counterparts; 
I t i s contemplated that t i l l s agreement aay be executed i n 

numerous counteroarts aM that no one copy need have the s ig ­
natures of all.ITon-Qparatore so lour ua a l l Kon-Operators sign 
at least one counterpart or ig ina l that ia alao signed by the 
Operator. 

i laned, sealed and delivered as of the day and year 
f i r s t above a/ritten. 

TOOTir? '•>. l M a " 
TODD ?*. V^HXrWr and 
TH" r . T.Oh-r, Operators, 



STATS Off 

eOUTTY OF 

Before mo . • . . a notary 
public in a i. i for tha County and state aforesaid, on this day 

personally appeared , „ , • j 
kcwc to mo to bo oca of tba persons whose names ara subscribed 
to tao foregoing instrument, and acknowledged to me that he 
executed the same for the purposes and consideration therein 
expressed. 

Given under my hand and seal of office this, 

day of . h.h, 12 • 

r.ota'r.v lubllc. County, 

eommiselon expires 



Oil and gus leas© Ko, K-391 froa the state of New Mexico 

to Levi A, Hughea dated May a, 1945, in eo far as said lease 

covers the following laad in 31© Arriba County, Few Kexleoj 

See. Twp. 

3W-1/4 16 36K 6W 160 

Oh-1/4 2 26h 6W 160 

N-l/2 and II-1/2 of SPI-1/4 *̂  SOh SW 400 

3-1/2 Of £-1/2.and SE-1/4 10 261; 6W 320 

subject to overriding royalty of five par cent (oh*-). 



APPOIKTEBKT OF OPERATORS 

Whereas under the terms of that certain Operating 
Agreement dated March 15, 1951, between Todd M. Pettigrew 
and Thomas W. Doswell, and TlahG. Lowry, as Operators, deslg-' 
nated oollectively as "Operator", and Charles F. Reuter & Co., 
Sylvester W. Muldowney, David G. Baird, Theodore S. Watson, 
Philip Hash, William H. Oolvin, Henry Scarborough, and Eric 
St Morse, as Kon-Operators, i t Is provided that the Non-Oper­
ators holding or owning sixty fi v e per cent (65$) or more of 
the leasehold estate covered by said Operating Agreement may 
remove the Operator and designate a nev; Operator, and 

Whereas THOMAS v/. DOSWELL died on Auguat 20, 1951 
and the Kon-Operators wish to designate a new Operator;, and 

Whereas the leasehold estate covered bp said Operat­
ing Agreement is now owned or held by the following persons 
l n the indicated proportions: 

Low, therefore, notice i s hereby given pursuant to 
Section 2 of said Operating Agreement of the appointment of 
Todd M, Pettigrew and Tim 0. Lowry as "Operator" under said 
agreeaient, upon the following conditions: 

(a) Operator Lowry shall have exclusive authority 
and obligation with respect to keeping books 
of account, making calls upon the Kon-Opera­
tors for funds and receiving and disbursing 
the same. 

(b) Pettigrew shall be reimbursed by the j o i n t 
account for his necessary expenses {for 
which he shall submit monthly statements) 
but receive nothing f o r his personal serv­
ices. 

(c) Lowry shall be reimbursed by tha j o i n t account 
for his necessary expenses and reasonable com­
pensation for his services, for which he shall 
submit monthly statements. 

(d) This instrument shall be effective when a 
counterpart original of this instrument shall 
have been signed and deposited with Tim G. 
Lowry by Hon-Operators owning sixty fi v e 
per cent (65$) or more of said leasehold estate 
and accepted by said Pettigrew and Lowry. 

Charles F. Reuter & Co 
Sylvester W. Vuldowney 
David G. Baird 
Theodore 3. Watson 
Philip Lash 
William H, Colvin 
Henry Scarborough 
Eric S, Morse 

•» 37/64ths 
6/64ths 
4/64ths 
4/64tha 
4/64ths 
4/64ths 
4/64ths 
1/64th 

In Witness vfnereof, this instrument i s executed as of August 21, 
1951. 



(SEAL} 
Charles F. tauter & Co. 

^ (SEAL) 
Sylvester t'uldowney ' 

(SEAL) 
David G. Baird 

, JSKAL ) 
Theodore S, Watson 

(SEAL) 
Philip Nash 

(SKAL) 
William H. Colvln ' 

Henry Scarborough 

Ir'io S. Morse 

We hereby accept the foregoing appointment. 

(SEAL ) 
Todd H. Pettigrew 

(3EAL) 
Tim G. Lowry 



MwICO OIL COIiSlS.ifv'.-.TICr: COTOZX&itOK 
C l TA FS, ICS..- !*K>;iCO 

As FLICATIOL *Vk hi-" .'iOVAL 
OF MCTUHSD GLIKr: ULIT 
10. 2 AGiChl hTT, HID 
Ai&IHA COULTY, I B , rjOCO 

Lew Mexico Oil Consorvat; on Commission 

Santa Fe, Lew hajcico. 

COt SS the undersigned, Lowry et a l Operating Account, 

with offices at 616 Central Avenue "vast, Albuquerque, Lew 

Mexico, by i t s attorney, Jason h. Kellahin, 1. 0. Box 361, 

Santa Fe, lew hexico, ana f i l e s herewith three copies of a 

proposed Unit Agree; sent for the development and operation 

of the Pictured C l i f f s Unit Ko. 2 unit area, e bracing land 

situated i n hio Arriba County, Hew hexico, and hereby makes 

application f o r the approval of salcl Unit Agree ent, and i n 

support thereof shows: 

1. 

That tiie unit area designated i n said agreement com­

prises 160 acres situated ia Hio Arriba County, hew I'exico, 

more particularly deaerlbed as follows; 
Twp. 26 I ., H. 6 Ihpa.p.". 

Sec. 16 : LW., 

That a l l of the above described lands are owned by the state 

of Lew hexico upon anich the applicant and others are owners 

of o i l and gas leases issued by the Commissioner of Public 

Lands of the state of Mew haxieo, and consist of parts of 

State Lease h-291 which has been segregated by assignment, 

insofar as above unit i s concerned, ae follows: 

L-291-25, being tae K|K| and 
E-291-17, being t ie 8flff§ a l l 
being i n hoc. 16, fwp. 26 L, a. 6 h?. 

2. 

That there i s attached hereto, made a part hereof, and 

for the purposes of identification inarhed Kxaiblt "A", a plat 



indicating the producing lletured Cli f f s Gas i^ells whieh have 

been eoiBpleted in hee. 2, sease K-291-17 and in Soo, 16, 

Leases 3-291-17 and K-SU1-25. That on said plat i s indicat­

ed geological information and because of this geological i n ­

formation applicant believes that the above described area 

is an aroa suitable, and proper for unitization* 

3. 

That Tim G. lowry ara Todd F. hattlprew ara designated 

as tixe Unit Operator in said agreement and the Unit Operator 

is given authority under tne terms thereof to carry on a l l 

operations which are neces ary for the development of the 

Unit Areas for o i l and gaa subject to a l l applicable laws and 

regulations. That pursuant to said Unit Agreement applicant 

is requesting approval of a unit of 160 acres as a Gas Operat­

ing Unit, insofar, but only insofar ae production froa the 

Pictured Cliffs formation is concerned, said unit being i n 

f u l l compliance with well spacing and acreage requirements 

of the Lew "exico Oil Conservation Commission. 

4* 

Ti,at there is attached hereto, mad© a part hereof, and 

for purposes of identification Barked Exhibit "V,«, a copy of 

executed Unit Agreement wnereln a l l owners of leasehold 

interests have committed their interests^ to the agreement.. 

That said Unit Agreement is in substant'ally the same 

form as Unit agreements heretofore approved by the Commission­

er of Labile Lands of th© State of Lew hexico and by the Lew 

i exieo Oil Conservation Coomission, and i t i s believed that 

operations to be carried on under the terms thereof w i l l 

promote the economical and efficient recovery of o i l and 

gas to tiie end tnat the aaxiaum yield may be obtained from 

the f i e l d or area. Production Is to be limited to such pro­

duction as may be put to beneficial use with adequate realis­

ation of fuel and other values, and I t is further believed 



that tha Agreement vd.ll he l n the interest of tha conserva­

tion of o i l and gas ana the prevention of waste as contem­

plated hy the Oil Conservation statutes of the state of 

Lew hexico* 

That upon an order being entered by the rew resico Oil 

Conservation Commission approving the said " n i t Agreement, 

and after approval thereof by the Coasi3sioner of fublic 

lands of the state of low hexico, a f u l l y executed and ap­

proved copy of said agreeaent w i l l be f i l e d with the Kew 

Mexico Oil Conservation Cosuaiasion, 

.aiEKEFOKE, the Undersigned applicant respectfully re­

quests that a public hearing be held on the matter of the 

approval of said Unit Agreeaent as provided by the Statutes 

of the state of Kew Mexico, and the regulations of the how 

hexico Oil Conservation Comnlasion, and that upon said hear­

ing said Unit Agreement be approved by the Eew hexico Oil 

Conservation Commission, 

respectfully submitted, 

- m et a l Ol hltATliO ACCCUTT 

—3— 


