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B E A V E R L O D G E O I L C O R P O R A T I O N 
301 MERCANTILE COMMERCE BUILDING ~)i O 

GENE W. HEWETT RIVERSIDE-9091 / : .j 

VICE PRESIDENT-TREASURER D A T . T . A S I . T K Y A S 

A u g u s t 5, 1953 

E l Paso N a t u r a l Gas C o m p a n y 
T e n t h F l o o r B a s s e t t T o w e r 
E l Paso , Texas 

A t t e n t i o n : M r . Sam S m i t h 

Re: C o m m u n i t i z a t i o n E / 2 Sec t ion 8, 31N-10W, 
E l Paso M a r c o t t e P o o l U n i t #1 

G e n t l e m e n : 

We acknowledge r e c e i p t o: a copy of the c o m m u n i t i z a t i o n a g r e e m e n t 
on the above w e l l . We w i l l be happy to execute the c o m m u n i t i z a t i o n 
a g r e e m e n t on th i s w e l l when i t i s p r e s e n t e d f o r ou r s i g n a t u r e . 

Y o u r s v e r y t r u l y , 

B E A V E R L O D G E O I L C O R P O R A T I O N 

Gene W . H e w e t t G W H / m j m 



COMMUNITIZATION AGREEMENT 
Marcotte Pool Unit #1 

THIS AGREEMENT, made and entered into this 1st day of August, 1953, by 

and between EL PASO NATURAL GAS COMPANY, a Delaware corporation, whose address * 

is P. 0. Box 1492, El Paso, Texas (hereinafter sometimes referred to as WE1 Paso"); 

DELHI OIL CORPORATION, a Delaware corporation, whose address is Corrigan Tower, 

Dallas, Texas; SAUL A. YAGER, a single man, whose address is 613 Oil Captial 

Building, Tulsa, Oklahoma; MARIAN YAGER, a feme sole, whose address is C/o C. H. 

Rosenstein, McBirney Building, Tulsa, Oklahoma; M. E. GIMP,whose address is C/o 

Zale*s Jewelry Company, 1606 Main Street, Dallas, Texas; MORRIS MIZEL and wife, 

FLORA MIZEL, whose address 101 Vest Canmeron Street, Tulsa, Oklahoma; SAM MIZEL, 

whose address is 101 Vest Canmeron Street, Tulsa, Oklahoma; BROOKHAVEN OIL COMPANY, 

a Delaware corporation, whose address is First National Bank Building, Albuquerque, 

New Mexico; BEAVER LODGE OIL CORPORATION, a Delaware corporation, whose address is 

Mercantile Connierce Building, Dallas, Texas; 

W I T N E S S E T H : 

WHEREAS, El Paso Natural Gas Company is the present owner and holder of 

the gas rights down to and including the base of the Mesaverde formation under that 

certain Oil and Gas Lease executed in favor of Delhi Oil Corporation, as Lessee, 

under date of September 23, 1952, by R. L. Sprott and wife, Edna Sprott, as Lessors, 

embracing among other lands, the following described land in San Juan County, New 

Mexico, to wit: 

Township 31 North, Range 10 Vest, N.M.P.M. 
Section 8: V/2 SV/4 NE/4 
containing 20 acres, more or less; and 

WHEREAS, the above described lease provides for the pooling by the lessee 

of the lands covered thereby as follows: 

n4. Lessee, at its option, is hereby given the right and power to 
pool or combine the acreage covered by this lease, or any portion thereof, 
with other land, lease or leases in the immediate vicinity thereof, when, 
in Lessee*s judgment i t is necessary or advisable to do so in order properly 
to develop and operate said premises in compliance-'with any lawful spacing 
rules or orders which may be prescribed by any duly authorized authority, for 
the field(s) in which this lease acreage or any part thereof is situated, or 
when to do so would, in the judgment of Lessee, promote the conservation or 
economical production of the oil, gas and/or other minerals from said pre­
mises, such pooling to be into a unit or units not exceeding the number of 
acres required or recommended by the state regulatory authority having juris­
diction over well spacing, drilling units, and other matters relating to the 
production of oil, gas, and other minerals. To accomplish such pooling, 
Lessee shall execute in writing and file for record in the proper county an 
instrument identifying and describing the pooled acreage. The entire acreage 
so pooled into a tract or unit shall be treated for a l l purposes, except 



for the payment of royalties on production from the pooled unit, as i f i t 
were included in this lease, and i f production is had from any portion of 
the pooled acreage, i t shall be treated as production from the land covered 
by this lease, whether the well or wells be located on the land covered by 
this lease or not. In lieu of the royalties elsewhere herein specified, 
Lessor shall receive on production from a unit so pooled such portion of 
the royalty stipulated herein as the amount of his acreage placed in the 
unit or his royalty interest therein on an acreage basis bears to the 
total acreage so pooled in the particular unit involved."; and 

WHEREAS, E l Paso Natural Gas Company i s the present owner and holder of 

the gas rights down to and including the base of the Mesaverde formation under that 

certain Oil and Gas Lease executed in favor of Wayne Moore as Lessee, by Saul A. 

Yager, and wife, Marian Yager, as Lessors, under date of September 1, 1948, embracing 

among other lands, the following described land in San Juan County, New Mexico, to wit: 

Township 31 North, Range 10 West, N.M.P.M. 
^ Section 8: SE/4 SE/4 

containing 40 acres, more or less, 

said lease being recorded in Book 153, at Page 441, of the Oil and Gas Records of 

San Juan County, New Mexico; and 

WHEREAS, Delhi Oil Corporation is the present owner of a l l the oil rights, 

the gas rights below the base of the Mesaverde formation, and certain gas overriding 

royalties on the above described tracts; and 

WHEREAS, Saul A. Yager is no longer the owner of the f u l l royalty interest 

under the last above described lease but has conveyed an undivided one fourth (3) 

interest in said royalty to Morris Mizel and Sam Mizel jointly, and undivided one 

fourth (^) interest in said royalty to M. E. Gimp, and an undivided one fourth (^) 

interest in said royalty to Marian Yager; and 

WHEREAS, Brookhaven Oil Company is the present owner and holder of that 

certain United States Oil and Gas Lease, bearing Serial Number Santa Fe 078604, 

executed in favor of Bonnie Marie McClafferty, as Lessee, under date of May 1, 1948, 

by the United States of America, as Lessor, embracing among other lands, the following 

described land in San Juan County, New Mexico, to wit: 

Township 31 North, Range 10 West, N.M.P.M. 
Section 8: SW/4 SE/4, N/2 SE/4 
containing 120.00 acres, more or less; and 

WHEREAS, by an Operating Agreement dated November 27, 1951, which Agreement 

has been filed with the Bureau of Land Management for approval, Brookhaven Oil Com­

pany granted the operating rights and an undivided one half (£) interest in the above 

described tract to San Juan Production Company; and 

WHEREAS, by an Assignment dated January 2, 1952, and approved by a decision 

dated January 8, 1953, San Juan Production Company assigned the last above described 

Operating Agreement to E l Paso; and 
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WHEREAS, Beaver Lodge Oil Corporation is the present owner and holder of 

that certain Oil and Gas Lease executed in favor of Beaver Lodge Oil Corporation, 

as Lessee, under date of June 23, 1952, by W. W. McEwen and his wife, Gertrude 

McEwen, Ida McEwen Kenyon, Eve McEwen, a widow, Wright G. McEwen and his wife, 

Velma Irene McEwen, Artie T. Sisley and her husband, Sam A. Sisley, Irene Blair and 

her husband, Onus L. Blair, Lena McEwen Faris and her husband, J . W. Faris, Ida 

McEwen Bartholomew and her husband, Lynn Bartholomew, as Lessors, embracing among 

other lands the following described land in San Juan County, New Mexico, to wits 

Township 31 North, Ran*e 8 West, N.M.P.M. 
Section 8: NW/4 NE/4 
SAVE AND EXCEPT, HOWEVER, the following described tract: All of 
that .09 acre portion of the Right-of-Way of The Denver and Rio 
Grande Western Railroad Company for the main tract of i t s Farmington 
Branch, lying and being situated within the most extreme Northwesterly 
(NW»ly) corner of the NW/4 NW/4 NE/4 of said Section 8, conveyed to 
The Denver and Rio Grande Western Railroad Company by Warranty Deed 
from W. W. McEwen, a widower, dated April 1, 1905, and filed for re­
cord in San Juan County, New Mexico, on May 19, 1905. 

containing 39.91 acres, more or less, 

said lease being recorded in Book 186, at Page 149, of tlie Oil and Gas Records of 

San Juan County, New Mexico; and 

WHEREAS, the last above described lease provides for the pooling by 

the lessee of the lands covered thereby as follows: 

**9. As to the gas leasehold estate hereby granted (excluding casing­
head gas produced from oil wells), lessee is expressly granted the right and 
privilege to consolidate said gas leasehold with any other adjacent or conti­
guous gas leasehold estates to form a consolidated gas leasehold estate; and 
in the event lessee exercises the right and privilege of consolidation, as 
herein granted, the consolidated gas leasehold estate shall be deemed, treated 
and operated in the same manner as though the entire consolidated leasehold 
estate were originally covered by and included in this lease, and a l l royalties 
which shall accrue on gas (excluding casinghead lias produced from oil wells), 
produced and marketed from the consolidated estate, including a l l royalties 
payable hereunder, shall be prorated and paid to the lessors of the various 
tracts included in the consolidated estate in the same proportion that the 
acreage of each said lessor bears to the total acreage of the consolidated 
estate, and a producing gas well on any portion of the consolidated estate 
shall operate to continue the oil and gas leasehold estate hereby granted so 
long as gas i s produced therefrom.tt; and 

WHEREAS, Beaver Lodge Oil Corporation i s the present owner and holder of 

that certain Oil and Gas Lease executed in favor of Beaver Lodge Oil Corporation, 

as Lessee, under date of October 19, 1952, by Thomas R. Marcotte and Eula Marcotte, 

his wife, as Lessors, embracing among other lands, the following described land 

in San Juan County, New Mexico, to wit: 

Township 31 North, Range 10 West, N.M.P.M. 
Section 8: E/2 NE/4, E/2 SW/4 NE/4 
SAVE AND EXCEPT, HOWEVER, 1 acre, more or less, in the E/2 SW/4 NE/4, 
containing 99.00 acres, more or less, 

said lease being recorded in Book 200, at Page 75, of the Oil and Gas Records of 

San Juan County, New Mexico; and 
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WHEREAS, the last above described lease provides for the pooling by the 

lessee of the lands covered thereby as follows: 

n9. As to the gas leasehold estate hereby granted (excluding casing­
head gas produced from oil wells), lessee is expressly granted the right 
and privilege to consolidate said gas leasehold with any other adjacent or 
contiguous gas leasehold estates to form a consolidated gas leasehold estate 
which shall not exceed a total area of 320 acres; and in the event lessee 
exercises the right and privilege of consolidation, as herein granted, the 
consolidated gas leasehold estate shall be deemed, treated and operated in 
the same manner as though the entire consolidated leasehold estate were 
originally covered by and included in this lease, and a l l royalties which 
shall accrue on gas (excluding casinghead gas produced from oil wells), 
produced and marketed from the consolidated estate, including a l l royalties 
payable hereunder, shall be prorated and paid to the lessors of the various 
tracts included in the consolidated estate in the same proportion that the 
acreage of each said lessor bears to the total acreage of the consolidated 
estate, and a producing gas well on any portion of the consolidated estate 
shall operate to continue the oil and gas leasehold estate hereby granted 
so long as gas is produced therefrom.N; and 

WHEREAS, Beaver Lodge Oil Corporation is the present owner ahd holder of 

that certain Oil and Gas Lease executed in favor of Beaver Lodge Oil Corporation, 

as Lessee, under date of May 18, 1953, by R. L. Sprott and his wife, Edna Sprott, 

as Lessors, embracing the following land in San Juan County, New Mexico, to wit: 

Township 31 North, Range 10 Vest, N.M.P.M. 
Section 8: 1 acre, more or less, in the E/2 SV/4 NE/4, being described 
more particularly as follows: 

BEGINNING at the center of the NE/4 of said Section 8; THENCE Vest 
568 feet; THENCE South 405 feet for the point of beginning; THENCE 
South 209 feet; THENCE East 209 feet; THENCE North 209 feet; THENCE 
Vest 209 feet to the place of beginning, 

said lease being recorded in Book 210, at Page 105, of the Oil and Gas Records of 

San Juan County, New Mexico; and 

WHEREAS, the last above described lease provides for the pooling of the. 

lands covered thereby as follows: 

"9. As to the gas leasehold estate hereby granted (excluding casing­
head gas produced from oil wells), lessee is expressly granted the right 
and privilege to consolidate said gas leasehold with any other adjacent or 
contiguous gas leasehold estates to form a consolidated gas leasehold estate 
which shall not exceed a total area of 640 acres; and in the event lessee 
exercises the right and privilege of consolidation, as herein granted, the 
consolidated gas leasehold estate shall be deemed, treated and operated in 
the same manner as though the entire consolidated leasehold estate were 
originally covered by and included in this lease, and a l l royalties which 
shall accrue on gas (excluding casinghead gas produced from oil wells), 
produced and marketed from the consolidated estate, including a l l royalties 
payable hereunder, shall be prorated and paid to the lessors of the various 
tracts included in the consolidated estate in the same proportion that the 
acreage of each said lessor bears to the total acreage of the consolidated 
estate, and a producing gas well on any portion of the consolidated estate 
ahnV\ operate to continue the oil and gas leasehold estate hereby granted 
so long as gas is produced therefrom."; and 

WHEREAS, Beaver Lodge Oil Corporation is the present owner and holder of 

that certain Oil and Gas Lease executed in favor of Beaver Lodge Oil Corporation, 

as Lessee, under date of January 5, 1953, by The Denver and Rio Grande Vestern 

Railroad Company, as Lessor, embracing among other lands the following described 
4. 



land in San Juan County, New Mexico, to wits 

Township 31 North, Range 10 West, N.M.P.M. 
Section 8; A l l of that portion of the Right-of-Way of The Denver 
and Rio Grande Western Railroad Company for the main tract of i t s 
Farmington Branch, lying and being situated within the most extreme 
Northwesterly (NW*ly) corner of the NW/4 NW/4 NE/4, and being more 
particularly described by metes and bounds as follows? 

BEGINNING at a point i n the center l i n e of the aforementioned Right-
of-Way for the most Northwesterly (NW*ly) corner of this tract, said 
point being also the Northwest (NW) corner of the NE/4 of said Section 
8; THENCE South (S) along the West (W) boundary li n e of said NE/4 of 
Section 8 a distance of 150 feet, more or less, to the point where 
the same intersects the Southeast (SE) boundary l i n e of said Right-
of-Way for the most Southerly (S»ly) corner of this tract; THENCE 
Northeast (NE) along the Southeast (SE) boundary l i n e of said Right-
of-Wav a distance of 162.5 feet, more or less, to the point where 
the same intersects the North (N) boundary line of said Section 8 
for the most Northeasterly (NE*ly) corner of this tract; THENCE 
West (W) along the North (N) boundary line of said Section 8 a 
distance of 153.75 feet, more or less, to the place of beginning. 

containing .09 acres, more or less, 

said lease being recorded i n Book 205, at page 47, of the Oil and Gas Records 

of San Juan County, New Mexico; and 

WHEREAS, the last above described lease provides for the pooling of the 

lands covered thereby as follows: 

" 1 . '''he Railroad Company, for and i n consideration of the sum of 
TWENTY-SIX AND GOAOO DOLLARS ($26.GO) •„ the receipt of which i s 
hereby acknowledged, and of the covenants and agreements hereinafter 
contained on the part of the Lessee to be performed, kept and paid, does 
hereby lease and l e t the Railroad Lands as hereinbefore described and as 
outlined i n specific coloring upon the attached map exclusively unto the 
Lessee with the right and permission granted the Lessee to pool or combine 
a l l or any portion of the Railroad Lands with adjacent lands into d r i l l i n g 
units i n order to properly develop and operate the premises for the sole 
and only purpose of obtaining the c i l and gas therefrom. Lessee shall ex­
ecute i n writing an instrument identifying and describing any d r i l l i n g 
unit or units created hereunder and shall mail the same, together with map 
showing such d r i l l i n g unit or units, to the Railroad Company; provided, 
however, that no d r i l l i n g unit so created shall exceed three hundred 
twenty (320) acre units on gas production from Mesa Verde formation or lower, 
one hundred sixty (160) acre units on gas production from formation shallower 
than said Mesa Verde formation, f o r t y (40) acre units on o i l production, 
but provided further that i f the spacing regulations of the Oil Conservation 
Commission of the State of New Mexico or any governmental agency, state 
or federal, shall prescribe a spacing pattern or shall allocate a producing 
allowable based i n whole or i n part on acreage per well, then the unit or 
units herein contemplated may have the maximum surface acreage content so 
prescribed or allocated. The proposed d r i l l i n g units have not, as yet, 
been definately established or determined; therefore, i t i s not possible 
to identify such units by defined locations on the attached map i n their 
relation to the Railroad Lands; however, royalty due the Railroad Company 
as a result of i t s participation i n this Agreement shall be determined i n 
the manner hereinafter provided."; and 

WHEREAS, i n order to expedite the execution of this Agreement, a l l of the 

overriding royalty owners on each of the above described tracts are ratifying this 

Agreement; and 

WHEREAS, i t i s the desire of the parties hereto to communitize their 

respective interests i n the above described Oil and Gas Leases i n order to form 

one tract or d r i l l i n g unit as follows, to wits 
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Township 31 North, Range 10 West, N.M.P.M. 
Section 8s E/2 

containing 320.00 acres, more or less; and 

WHEREAS, in order to be consistent with the existing rules and regulations 

covering well spacing and production allowables, a l l of the parties to this Agree­

ment desire to operate the communitized unit for the purpose and intention of 

developing and producing dry gas and liquid hydrocarbons extracted therefrom, in 

accordance with the terms and provisions of this Agreement; 

NOW, THEREFROM, in consideration cf the premises and mutual advantages re­

sulting from this Agreement, i t i s mutually covenanted and agreed by and between 

the parties hereto that the land stibjected to this Agreement shall be developed 

and operated for dry gas and liquid hydrocarbons extracted therefrom producible 

from the Mesaverde formation as an entirety, with the understanding and agreement 

that the dry gas and liquid hydrocarbons extracted therefrom so produced from the 

communitized area from such formation allocated among the leaseholds comprising 

said area in the proportion that the acreage interest of each leasehold bears to 

the entire acreage interest committed hereto. The royalties payable on the dry 

gas and liquid hydrocarbons extracted therefrom so allocated to the lands comprising 

tlie leaseholds and the rentals provided for in said leases shall be determined and 

paid on the basis respectively prescribed in the individual leases. There shall 

be no obligation on the parties hereto to offset any dry gas well or wells completed 

in the Mesaverde formation on separate component tracts into which said communi­

tized tract i s now or may hereafter be divided, nor shall either party be re­

quired to separately measure said dry gas and liquid hydrocarbons extracted there­

from by reason of the diverse ownership of the dry gas or liquid hydrocarbons ex­

tracted therefrom in or under said tract, but the parties hereto shall not be re­

leased from their obligation to protect said communitized tract frora drainage by 

a dry gas well or wells, which may be drilled offsetting said tract. Payment of 

the rentals under the terms of the leases hereinabove mentioned and described shall 

not be affected by this Agreement except as provided for under the terms and pro­

visions of said leases or as may herein be otherwise provided. 

Except as herein modified and changed, said oil and gas leases herein­

above described shall remain in ful l force and effect as originally made and issued. 

I t i s further agreed that the commencement, completion, continued operation or pro­

duction of a well or wells for dry gas on the communitized tract from the Mesaverde 

formation shall be construed and considered as the commencement, completion, cont­

inued operation or production as to each lease committed thereto. 
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I t i s further agreed that a l l production of dry gas and disposal thereof 

shall be in conformity with allocations, allotments and quotas made or fixed by 

any duly authorized person or regulatory body under applicable federal or state 

statutes. The provisions of this Agreement shall be subject to a l l applicable 

federal and state laws, executive orders, rules and regulations which affect per­

formance of any of the provisions of this Agreement, and no party hereto shall 

suffer a forfeiture or be liable in damage for failure to comply with any of the 

provisions of this Agreement i f such compliance i s prevented by, or i f such failure 

results from compliance with any such laws, orders, rules or regulations. 

El Paso shall be the unit operator of said communitized tract, and a l l 

matters of operation, adjustments between the parties hereto,.and payment of 

royalties shall be determined and performed by E l Paso. 

This Agreement shall be effective as of the date hereof, upon approval by 

the Director of the Geological Survey and shall remain in f u l l force and effect 

for a period of two (2) years and so long thereafter as dry gas i s produced from 

any part of said communitized tract in paying quantities; provided, that upon 

fulfillment of a l l requirements of the Director of the Geological Survey with re­

spect to any dry hole or abandoned well, and prior to production in paying quanti­

ties of gas and liquid hydrocarbons extracted therefrom from said communitized 

tract, this Agreement may be terminated at any time by mutual agreement of the 

parties hereto. 

The unit operator (El Paso) agrees to furnish the Secretary of the Interior, 

or his duly authorized representatives, with a log and history of any well or 

wells, the monthly report of operations and the statement of a l l oil and gas runs 

and royalties, together with such other reports as are deemed necessary to compute 

monthly the royalty due the United States as specified in the applicable o i l and 

gas operating regulations for any well completed within the communitized tract. 

The unit operator shall not discriminate against any employee or applicant for 

employment because of race, creed, color, or national origin, and shall require 

an identical provision to be inserted in a l l subcontracts. 

It i s further agreed between the parties hereto that tlie Secretary of the 

Interior, or his representatives, shall have the right of supervision over a l l 

operations within the communitized tract to the same extent and degree as provided 

in each of said oil and gas leases under which the United States of America is 

Lessor, and in the applicable oil and gas regulations of the Department of the 

Interior. 
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This Agreement shall be binding upon the parties hereto and shall extend 

and be binding upon their heirs, executors, administrators, successors and assigns, 

and may be executed in one or more counterparts by any of the parties hereto, and 

a l l counterparts so executed shall be taken as a single agreement and shall have 

the same force and effect as i f a l l parties had in fact executed a single instrument. 

IN WITNESS WHEREOF, the parties hereto have executed this agreement on the 

day and year hereinabove written. 

ATTEST: 

Assistant Secretary 

ATTEST: 

Ayu(j.t) taflt Secretary 

ATTEST; 

ssistant Secretary As 

ATTEST: 

^ 

Assistant Secretary /7 

EL PASO NATURAL GAS COMPANY 

Tice President 

BROOKHAVEN OIL COMPANY 

By. 
Viee President 

BEAVER LODGE OIL CORPORATION 

Vice President 

DELHI OIL CORPORATION 

Vice President 

APPROVED 
Land__&?rr_ 
Prod 
Acctg 

Saul A. Yager, a single man 

Marian Yager, a feme sole 

M. E. Gimp 

Gimp, (his wife) 

Morris Mizel 

Flora Mizel 

Sam Mizel 

8 

Mizel (his wife) 



STATE OF TEXAS 

COUNTY OF EL PASO 

On this 
H. F. STtEN 

i 
I 
I 

/ _day of , 195^ before me appeared 
to me personally known, who, being by me 

duly sworn, did say that he is the Vice President of EL PASO NATURAL GAS COMPANY, 
and that the seal affixed to the foregoing instrument is the corporate seal of 
said corporation, and said instrument was signed and sealed in behalf of said 
corporation by authority of i t s board of directors, and said H. F. s,u.,-< 

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

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

My commission expires: 

STATE OF TEXAS $ 

I 
COUNTY OF DALLAS j 

s j 

'Notary Public i n and for El Paso 
County, State of Texas 

Ity C.Ii,;:., 

M!»TF f.1. fPF5-s 

On this is J?fl tL ; day of c L t i ^ x . ^ ^ / 1956̂ , before me appeared 
', /iL&tA*C£C , TO me personally known, who, being by me 

duly sworn, did say that he is the Vice President of BEAVER LODGE OIL CORPORATION, 
and that the seal affixed to the foregoing instrument is the corporate seal of 
said corporation, and said instrument was signed and sealed in behalf of said 
corporation by authority of its board of directors, and said ;^V; * , ^is 

./JJ. f f f ^ 
said corporation. 

>rpo: 
acknowledged said instrument to be the free act and deed of 

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

My commission expires: 
Z r -< "<Z r . f j f , 1 r C / TT-T-?-^ 

Notary Pj*blic ijr and for Dallas County, 
State of Texas 

STATE OF NEW MEXICO | 

I 

COUNTY OF BERNALILLO j| 

On this 20th Thee. 1 . 3oot.t« * r . 
day of_ January 1953, before me appeared 

to me personally known, who, being by me 
duly sworn, did say that he is the President of BROOKHAVEN OIL COMPANY, and that 
the seal affixed to the foregoing isntrument is the corporate seal of said 
corporation, and said instrument was signed and sealed in behalf of said corpora­
tion by authority of i t s board of directors, and said T!XJP» oo't t Jr. 

, acknowledged said instrument to be the free act and deed of said 
corporation. 

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

My commission expires: 

Jun* 13, 1957. 

STATE OF OKLAHOMA g 

i 

COUNTY OF TULSA g 

On this 

Notary 
Coun 

blic i n and for Bei 
State of New Mexico' 

l i l l o 

_day of. , 1953, before me appeared Saul A. 
Yager, a single man, to me known to be the person described i n and who executed 
the foregoing instrument, and acknowledged to me he executed the same as his free 
act and deed. 
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IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official 
seal the day and year in this certificate first apove written. 

My commission expires: 

Notary Public in and for Tulsa County, 
State of Oklahoma 

STATE OF TEXAS 

COUNTY OF DALLAS 

On this r 
19£d̂  before me appeared Lly known, who, being by me 

it of DELHI OIL CORPORATION, and 
>ing instrument is the corporate seal of said 

duly sworn, did say that he is ti 
that the seal affixed to the for* 
corporation, and said instrument was signed and sealed in behalf of said corpora­
tion by authority of its board of directors, and said FRANK A. crMin.Tr 

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

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

My commission expires: 

STATE OF OKLAHOMA \ 

I 
COUNTY OF TULSA j 

Notary Btfblfi 
State 6f Texas 

IAROUFRITE SPENCKK 
Notary Public. Dallas County, Texnr 

My Commission Expires June 1,1955 

s County, 

On this day of , 1953, before me appeared 
Marian Yager, a feme sole, to me known to be the person described in and who 
executed the foregoing instrument, and acknowledged to me she executed the same 
as her free act and deed. 

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

My commission expires: 

Notary Public in and for Tulsa County, 
State of Oklahoma 

STATE OF TEXAS \ 

I 
COUNTY OF DALLAS \ 

On this day of 1953, before me appeared 
M. E. Gimp and Gimp, his wife, to me known to be the persons 
described in and who executed the foregoing instrument, and acknowledged to me 
they executed the same as their free act and deed. 

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

My commission expires: 

Notary Public in and for Dallas County, 
State of Texas 

STATE OF OKLAHOMA \ 
\ 

COUNTY OF TULSA \ 

On this day of , 1953, before me appeared Morris 
Mizel and Flora Mizel, his wife, to me known to be the persons described in and 
who executed the foregoing instrument, and acknowledged to me they executed the 
same as their free act and deed. 
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IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official 
seal the day and year in this certificate first above written. 

My commission expires: 

Notary Public in and for Tulsa County, 
State of Oklahoma 

STATE OF OKLAHOMA | 

I 
COUNTY OF TULSA \ 

On this day of , 1953, before me appeared 
Sam Mizel and Mizel, his wife, to me known to be the persons 
described in and who executed the foregoing instrument, and acknowledged to me 
they executed the same as their free act and deed. 

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

My commission expires: 

Notary Public in and for Tulsa County, 
State of Oklahoma 

11. 
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BEFORE THE OIL CONSERVATION COMMISSION 
OF THE STATE OF NEW MEXICO 

IN THE MATTER OF THE HEARING 
CALL&D BY THE OLL CONSERVATION 
COMMISSION OF NEW MEXICO FOR 
TH£ PURPOSE OF CONSIDERING) 

CASK NO. 710 
Order No. R.-S'J*? 

THE APPLICATION OF E L PASO NATURAL GAS 
COMPANY FOR COMPULSORY COMMUNITIZATION 
OF THE E / 2 OF SECTION 8, TOWNSHIP 11 NORTH, 
RANGE 10 WEST, NMPM, SAN JUAN COUNTY, 
NEW MEXICO. 

ORDER OF THE COMMISSION 

BY THE COMMISSION: 

This case having corn* oa lor hearing at 9 o'clock a.m. oa 
May 19, 1954, af SanU F«, Now Mexico, before tho Oil Conservation 
Coramlaoioa, hereinafter referred to aa "Commission") aad tho Con* 
mission having heard all testimony offered, permitted interested parties 
to file written briefs on or before Jons 15, 19*4, and written briefs were 
filed on behalf of E l Paso Natural Gas Company, Saul A. Yager, Morris 
Mtael, Marian Yager, Morris E . Gimp and Sam Mlael. 

NOW, on this / ^ day of December, 1954, the Commission, 
a quorum botng present, having considered the records and testimony 
adduced and the written briefs filed by the parties, and being fully advised 
in the promises, 

FINDS: 

1. That due public notice having been given as required by law. 
the Commission has jurisdiction of this cause and the subject matter thereof. 

2. That Applicant, E l Paso Natural Gas Company, Delhi Oil 
Corporation. Beaver Lodge Oil Corporation and Brookhaven Oil Company 
were, oa August 25, 1933, the ownera of the entire working interest under 
oil and gas leases covering the E / 2 of Soction S, Township Sl North, Range 
10 West, NMPM, San Juan County, New Mexico, containing 120 acres of 
land, in the shape of a rectangle, and constituted tho E / 2 of said Section 
S. 

3. That the a / l of said Section 8, Township 31 North, Range. 
10 West, NMPM, is situated within the BUnco-Mesavarde Gas Pool aa 
designated by the Commission. 

4. That by its Order No. R-U0 the Commission established 
a uniform spacing plan for the Blanco-Mesaverde Gas Pool, said plan 
providing for drilling unite of not less than 320 acres of land in the shape 
of a rectangle, and provided further that "tho pooling of properties or 
parts thereof shall be permitted, and if not agreed upon may be required 
in any case when and to the cntent that the smftllness or shape of a 
separately owned tract would, under the enforcement of the uniform 
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spaclng plan of proration unit*, otherwise deprive or tend to deprive 
the owner of such tract of the opportunity to recover his just and 
equitable share of the crude petroleum oil and natural gas in the pool". 

5. That by its Order R-110, the Commission provided that 
"no well shall be drilled, completed or recompleted, and no Notice of 
Intention to Drill or drilling permit shall be approved unless such well 
be located on a designated drilling unit of not less than three hundred twenty 
(320) acree of land, more or less, according to legal subdivision of the 
United States Land Surveys, In which unit all the interests are consolidated 
by pooling agreement or otherwise and on which no other well is completed 
or approved for completion in the pooL'' 

6. That on August 23, 1933, a Notice of Intention to Drill 
(Form C-101) was approved by a duly authorised Commission Oil and Gas 
Inspector, said Notice of Intention to Drill having been previously filed 
by the Applicant, £1 Paso Natural Gas Company, and permission was 
granted to drill a well to be known as the Marcotte Pool Uait No. 1 Well 
to be located 1650* from the North line and 1650' from the East line of said 
Section 8, Township 31 North, Range 10 West, NMPM, San Juan County, 
New Mexico, said well to be drilled to the Mesaverde formation, and said 
Notice of Intention to Drill designated the E / 2 of said Section 8, Township 
31 North, Range 10 West, NMPM, as the designated drilling untt as provided 
In Order R-110; that drilling operations were commenced In said well on 
August 30, 19S3, and the well completed on October 11, 1953, in the Mesa­
verde formation with an Initial potential of 10,900,000 cubic feet of gas 
per day. 

7. That the working interest owners at that time were the 
only persons who had the right to drill into and to produce from said 
Mesaverde Gas Pool and to appropriate the production for themselves, 
and that all of said owners agreed to pool or communities their separate 
oil and gas leases into a drilling unit containing 320 acres as described 
above. 

8. That the agreement of the owners in all things complied 
with the provisions of Order R-110 and the unit selected by tho owners 
as a drilling unit complied with Order R-110. 

9. That the agreement entered into by said owners to pool 
or communltUe their oil and gas leases covering tho E / 2 of said Section 
8, Township 31 North, Range 10 West, effectively created a communltixed 
or pooled unit comprising the E / 2 of said Section 8, and that the approval 
of the Notice of Intention to Drill by the Commission's Inspector effectively 
approved such eommunltlned or pooled tract on the date of such approval, 
to-wit, August 25, 1953, and that the E /2 of said Section 8, Township 31 
North, Range 10 West, NMPM, has been and is an approved drilling unit 
containing 320 acres at all times thereafter. 

10. That the drilling of an additional well or wells lying 
within the E / 2 of Section 8, Township 31 North, Range 10 West, NMPM, 
would be wasteful. 

ILLEGIBL 
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IT IS THEREFORE ORDERED, 

That tho E / 2 of said Soction 8, Townahlp 31 North, Rang* 10 
Waat, NMPM, bo and la hereby recognised aa a commualtlscd or pooled 
tract effective August 23, 1933, and at all times thereafter, and that such 
pooling or eommuntttnatton be and It Is hereby in all things confirmed. 

STATE OF NEW MEXICO 
OIL, CONSERVATION COMMISSION 

EDWIN L . MECHEM, Chairman 

E . S. WALKER, Member 

W. B. MACEY, Member and Secretary 



FARMOUT 

This agreement, sear! a and entered Into thia ««j_&-L_ day of JS2S^^t^^~r 

Ac Do 1951, by and between BRC0KHATE3 OIL COMPANY, a Dalsvsr* corporstioti 

(hereinafter referred to aa "Brookhayen"}, whose -t&rea* is "first Haticaal 

Bank Building, Albuquerque, New Mexico, and SAN JUAN FaCT^Cr'!? COHPi.NI, a 

Delaware oorporation (hereinafter referred to as rCau Juan"}, vnosa agdroe* 

is 1030 Baesett Tover, H Paao, Texas, 

VKEREAS, BrookheTOU is lessee or asaignee of c l l errf §s.a leases from 

tho Lnited States of Africa aa lessor, or frcaa th* Stata of Hew Maxico as 

lessor, upon certain tracts of land looated in San Juan Cousiy, Bev* Ifex!^, 

which leases and the tracts of land covered thereby are fully described Jn 

Exhibit "A", attached hereto, and which are hereinafter referred to at* "aaid 

acreage"j and, 

WHEREAS, the parties desire to provide for tha development of said 

acreage by San Juan, and the aaesignaaen't of operating rights in said aareage 

fro* BrookhaveE to San Juan. 

HOW, THEREFORE, for and in consideration of the witual covenants aad 

agreements herein contained, the receipt and sufficiency of which are hereby 

acknowledged, i t is agreed by and between Brookhaven and San Juan as follows s 

1„ Within fifteen (15) days after the execution of this agreement, 

Brookhaven shall furnish to San Juan abstracts covering the serial recards 

of New Mexico District Land and Survey Office, Bureau of Land Management, 

Santa Fe, sew Mexico, as to any lease or leases executed by the United States 

as lessors, and abstracts covering the records of the Office of Commissioner 

V I T H E S S E T H; 
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of Public Lands, SanU Fo, Nev rbx ico , as i c spy l s i s e or Isa^sa axscutsd by 

tho State of How Mex5 r,x lessor , and, as to each charac'^J of 1*>UH», *»r. 

*be t r a c t covering the records of San Ju*r, Ccuntr* Sew Mexico, showing good 

t i t l e w s t e d i n Brookhaven i n and to the leasehold * « t a t « , subject «e!y t*» 

the terass and conditions of tho origrinal Issues, *o th© m ^ l e t i e r * wde* 

which s«id leases wero iesusd, «ad t c ^bo c v a r r i d l ^ roya l t i e s «;pefd/le£ l a 

Sxhibl t "A" 0 

San Juar sha l l ca'tse i t s x I n-ejs to rt&ks j r rraxt soi*bwti.t*»> o f 

such t rac ts and ;o r o i n i out bv w r i t t e n oc i r i : . - ; v i t l i r . i»o {}">'• <•**• 

rece ip t of abstracts any defects or ocjectior.s to tbe t i l l ? , *«h*?*j* 

sha l l proceol to cure ::ueh defocts t y use of rsaaau&bl.-j UlligBnuis. I f Bsroo/,:-

havan*? t i t l e i s a p - i r ^ d Dan Juan** attorneys, tho Crxa fctle* icrseaant 

a t t a c . » d hereto aa! xasrkei Exh ib i t , vhi-rlx has been «ts>:rbt*d ««d ( ! » U W T ^ 

by Brookhaven and f^r . Ji?sa, aha l l becoice e f f e c t i v o irs*3c i i f . t * ! / , . T f c w s t i v e 

ftctioi ia requirod end Froofchavon ctrres defects '.n i t * t j . l l e v ' t t l a . c loe ty 

{90) i-ays, cr I f cixrlrt , such period San Juan's att^raeys accept •> 3 t i t l e 

tendered, the Operating Agreeja&nt (Exhibi t "B") s h a l l b^coae r f f a c t i ?» inon-

diets l -% I f Brookhrvea f e l l a to cure any rlsfect* on th? Tease frcas tbe 

United States and Sea Juan dees not accept the t i t l s as t ?^e re J v l U t e * l i * ; * : 

(9C) days a f t e r th© date c f w r i t t e n opinion, then t h i s e^re^sect s h a l l ba, 

t«~minated and neither party ehal l be under any l i a b i l i t y to other 

reason thereof , but i f the t i t l e to leas* f r o a the Crtf.tec! Stat** be feowpi*4 

and t i t l e to leases f r o * the State of Bsv fcwdeo be r e j s c t ^ J , ivW. U*» 

Operating Agreement aha l l beccme e f f e c t i v e Ae to U * I sam frcw t i » milxed 

Stateso I f t i t l a to cr>8 or nor* Stat* of Sw Maxico l«*sea b* i -» j s r i»c ' ; 

then San Joan soy refuse a l l State of Hew Maxico leases. 

- 2 -
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IN WITNESS WKEK20F, this agreement haa been executed by the parties 

hereto the day and year f i r s t above v r i t t e n . 

ATTESTS 

^v^rSecretary 

ATTEST i 

J-xzi: Secretary 

STATE OF NEW M5IICO ) 
) 

COUNTY OF BERNALILLO ) 

On this the £ l . t / Y day of '/v^^c.-nc^i/^J . 1951, before ns personally 
appeared /Y- AJ * . <• ASS •. , to ns personally known, who, 
after being by me duly sworn did say that he is the President ef 
BROOKHAVEN OIL COMPART, a corporation, and that the seal affixed to tee fore­
going instrument is the corporate seal of said corporation and that said 
instrument was signed and sealed in behalf, of said corporation, by authority 
of ite Board of Directors, and said ^ / ) ^<L*SJ; y^. 
acknowledged said instrument to be the free act and deed of Said corporation. 

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

Ny commission expires: 

STATE OF TEXAS ) 
) 

COUNTY OF EL PASO ) 

On this the -'7 4ay of /lsi<~c*v~lb-L- , 1951, before me personally 
appeared C . X fj^^M-t^ , to me personally known, who, after 
being by me duly sworn did say that ha is the Vice President of SAI JUAN 
PRODUCTION COMPANY, a corporation, and that the seal affixed to the foregoing 
instrument is the corporate seal of said corporation and that said lusti msnt 
was signed and sealed in behalf of said corporation by authority of its Board 

BROOKHAVEN OIL COMPANY 

By; 
" President 

SAN JUAN PRODUCTION COMPJ 

Vice President 

Notary J»ublic, Bernalillo County, 
New Mexice 

•3-
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cf Directors, and said _ ^_——-—. :~j'f»ZZ. 
slldiLtnaent to be the free act and deed of ea.-xi CT, y 

I I WITNESS WHEREOF, I hare heretmto set my band ^ affixad my a f f i c U l 
^ the day and year In this cer t i f ica te f i r s t abore wri t ten . 

Ry eeemtUaion expirae: j . . 

. ^« / f -•/>.; / .... f'-j"1' 
V v t j M. ,iy i. j.in •• 1̂ 1 Notary Public, El PMe/Oouaty, T*x»» 
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LEASES STBJECT TO FARMOUT AGKEEMENT DATED H07?.HH£R £J7 

m o r a l Lgeae - Santa Fe Ser ia l Ho. 0*78604 
Lessee J Brookharen Oil Gorzpany 
Description; Lots 1, 2, 3, 3$-N&£, SW*k Sec. 3; 

SS4SWt Sec. &i E^NVi, SWi*V£.S*c. 9i 
NEi, SfNl**, S'rfiR¥i, NV^^t, Sec. 17, 
Township 31 North, Bange 10 *et, X.M.P.M. 
and 
NE-f, NWi, WeSKi, S*<5* 29; St Sa*. 31 i 
swtsvi, miszi sec. 325 s*i*E-i 33i 
E*-, SBiSVi, s j s w i Sec. 34, Township 32 North, 
Range 10 West, Juasn Ce-unty, 
New Mexico, containing 2441.01 acres, mere or l a £ » . 

Date of Issue - May 1, 1948 
Termination Date - May 1, 1958 
Crerriding Royalty Interest - l /2 of 1% to Joseph C. Mc C3*f forty 

State Leases - Lessee for a l l of the following ia Brockhaven Oi l Qcmpaxj 
Pgr Lease So. L-1.53 
State Lease So, £-11315-21 
Description: NWiSV£ Section 16, Township 31 for-h, Range 

10 West, N.MoP.Mo, San Juan OOPTTKJ, Few Maxico, 
containing 40 acres, more or l*as 

Date of Issue: June 26, 1944 
Termination Date; June 26, 1954 
Overriding Royalty Interest - 3% to E . Ruv&el iadereon 

Per Leaae So. L-154 
State Lease Ho. B-1C405-40 
Description; SE f̂TWi Section 16, Township 31 Worth, Range 

10 West, N.M.P.M,,, San Juan Ootarty, lew Maxico 
containing 40 acres, more or I s s s . 

Date of Issues June 24, 1943 
Termination Dates June 24, 1953 
Overriding Royalty Interest - J% to Sam Swift and Vivian Swift 

Onr Leaae No. L-156 
Stats Lease No, B-11124-18 
Description: SE^NEi Section 16, Township 31 North, Range 

10 West, N.M.P.M., San Juan County, New ftsxico 
containing 40 acres, more or loss . 

Date of Issue: March 21, 1944 
Termination Dates March 21, 1954 
Overriding Royalty Interest - 3* to Stanley Psncoske snd 

Genevieve Pencoeke 
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EXHIBIT A 
LEASES SUBJECT TO FARMOUT AGREEMENT DATED NOVEMBER J 7 . 1951. 
Page 2, 

State Leases (Continued) 
Our Lease No. L-157 
State Lease Ho. B-10405-42 
Description: SW ŜÊ  Section 16, Township 31 North, Rarga 

10 West, N.M.P.M., San Juan County, New Mexico 
containing 40 acres, more or less. 

Date of Issue: June 24, 1943 
Termination Dates June 24, 1953 
Overriding Royalty Interest - 3% to George B. Rada&cfcar snd 

Margaret Radeackar 

Our Lease No, L-l$? 
State Lease No. E-70-14. 
Description? SE;£SW£ Section 16, Township 31 North, Range 

10 West, HoM.P.M., San Juan County, New Mexieo, 
containing 40 acres, more or less. 

Date of Issue: February 1, 1945 
Termination Date 1 February 1, 1955 
Overriding Royalty Interest - % to Herman F . Scarage 

Our Lease No. L-161 
State Lease No. E-286-13 
Descriptions NW^SE£ Section 16, Township 31 North, Range 

10 West, N.M.P.M.j San Juan County, New Maxieo 
containing 40 acres, more or less. 

Date of Issue s April 26, 1945 
Termination Date; April 26, 1955 
Overriding Royalty Interest - J% to Oliver Griffin 

Our Lease No. L-1SQ 
State Lease No. E-286-14 
Descriptions NVjNEt Section 16, Township 31 North, Rang* 

10 West, N.M.P.M., San Juan County, Hew Maxico 
containing 40 acres, more or lees. 

Date of Issue: April 26, 1945 
Termination Date: April 26, 1955 
Overriding Royalty Interest - 3% to Estate of Lewis Ssmnel 

Ulmer, deceased 

ILLEGIBLE 



EXHIBIT "B" 

O P E R A T I N G A G R E E M E N T 

J 

Thia agreement. ia3ff and entered into thia ^? 7 ~ day of 

Ho vera her , .., j : l'<51, by and between BROOKHAVEN OIL COMPANY, 

a Delaware corporation (hereinafter referred to aa "Brookhaven") whose 

address is Firat National Bank Building, Albuquerque, Nev Mexieo, and SAN 

JUAN PRODUCTION COMPANY, a Delaware corporation (hereinafter referred to 

as "San Juan"), whose address is 1010 Bassett Tower, El Paso, Texas, 

W I T N E S S E T H ; 

WHEREAS, Brookhaven is lessee Or assignee of oil and gas leases 

from the United States of America as lessor or from the State of New Mexieo 

aa lessor upon certain tracts of land located in San Juan County, Hew Mexico, 

which leases and the tracts of land covered thereby are fully described in 

ixhibit "A" attached hereto, and which are hereinafter referred to as "said 

acreage"; and, 

WHEREAS, Brookhaven desires to assign operating rights upon said 

acreage to San Juan and to make provision for division of oil, gas and 

minerals produced pursuant to the provisions hereof, and to provide for ex­

ploration and development of said acreage by San Juan. 

NOW, THEREFORE, for and in consideration of the mutual covenants 

and agreements herein contained, the receipt and sufficiency of which are 

hereby acknowledged, i t is agreed by and between Brookhaven and San Juan 

as follows: 

1. Assignment of Operating Rights. Brookhaven hereby transfers 

and assigns to San Juan operating rights on and designates Sen Juan as 

Operator of said acreage. 

-1-
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2. Additional Assignments. 

a. Upon the written request of San Juan, Brookhaven shall 

axe cute and deliver such appropriate requests, bonds or other agrsementa Ke­

nny be required by the Bureau of Land Management, to enable Sen Juan to pro­

ceed with drilling operations hereunder as to any part of said acreage 

covered by lease from the United States of America. Until Brookhaven shell 

hare been relieved from the liability of such bond, San Joan shall sere, 

hold and protect Brookhaven harmless on account of a l l liability arlsinf 

from or graving out of such bond or from li a b i l i t y on said bond for carrying 

on exploration sad development operations thereunder, and 3en Juan shell 

initially pay a l l premiums in connection therewith and furnish an Indemnity 

Agreement to the Bonding Company. The lia b i l i t y of Sen Juan under the In­

demnity Agreement specified ia this paragraph shall include court eosts, 

sxpsnses and attorneys1 fees incurred by Brookhaven in defending any action 

under tbe bond or in enforcing the Indemnity Agreement against Sea Joan. 

b. Brookhaven shell execute, deliver, file and request appro­

val of assignments to Sen Juan and Brookhaven Jointly as lessees as to sny 

part of said acreage covered by lease from the State of lew Mexico. A copy 

of this Operating Agreement shell be filed in the Offlee of the Coemissloner 

of Public Lands of the State ef lew Mexico to evidence the respective in­

terests owned by the assignee in said leases. 

e. In the event, pursuant to the terms of this agreement, 3am 

Juan i s required to reassign any of said acreage covered by laese from the 

State of lew Mexico, San Juan shell execute, deliver and make request fer 

approval ef a l l instruments required to revest t i t l e to the reassigned sereege 

ln Brookhaven. 

_2_ ——^^^^m^^^^_^ 
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V- 3 
d. Insofar aa th© Federal leaae ia concerned, thia agreement 

shall not be construed aa an assignment of the leaso, but only as an operating 

agreement and contract. 

3. Operator's Obligations to Lessors. San Juan agrees to perform 

a l l terms and conditions required to be perfor&al by the lessee und«sr the 

terms of each of said leases and to pay before delinquency (to be included 

in operating costs) a l l rentals required to be paid to ths lessor under the 

terms of each of said leases, and to comply vith a l l applicable end lawful 

requirements of the lessors or of governmental agencies having jurisdiction 

of operations conducted upon said acreage; provided that Saa Juan may ro­

llers itself of further obligations under this section as to any part of 

said acreage by executing and delivering to Brookhaven a reaasigasent or 

relinquishment of a l l San Juan's right, t i t l e or Interest in or to such 

part of said acreage prior to any default or delinquency and at least ninety 

(90) days prior to termination of the primary term of any lease. 

4. Operator's Drilling Obligations. 

a. San Juan shall select a drilling site upon said acreage 

and shall commence snd prosecute diligently drilling operations thereon 

for a Mesa Ysrds well, as hereinafter defined, within sixty (60) days from 

the effective date hereof (which well i s hereinafter termed " f i r s t well*). 

b. San Joan shall complete drilling a minimum of four (4) 

Mesa Verde wells (including the firs t well) during the f i r s t twelve (12) 

months' period beginning with the effective date of this Operating Agree­

ment, and, thereafter, San Juan shall complete drilling a »1*>1̂ y of four 

(4) Mesa Verde wells in each twelve (12) months' period until a l l drilling 

sites have been drilled. Any well completed as a producing veil in e for­

mation lying above or below the Mesa Verde formation shell be deemed a 
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v * l l complying vith the provisions of Subsection 4a ami of this Subsection 

Ab„ If San Juan obtains production in a formation lying abov« or below tbe 

Vhsa Verde formation which San Juan desires to develop, S&n Jtau may postpone 

drilling to the Mesa Varde formation as long as San Juan shall complete 

drilling a minimum of four (4) wells to the other formation in each twelve 

(12) months' period. After San Juan hae drilled a l l available drilling 

sites which i t deems desirable to the other foraation, then Saa Juan shall 

resume drilling of anj wells or deepening or plugging back existing walla 

to tet>t the Mesa Verdn formation, and shall complete drilling four (4) 

wells to the Mesa Verde foraation in each tvelra (12) jeonths' p«riod until 

a total of eighteen (13) Mesa Verde wells have been drilled, or shall re­

assign or relinquish the undriiled locations or the rights to a l l fonsetioss 

undrilled or non-prodncing on those locations. A well drill*-! upoa a com-

munitissd tract to which a part of said acreage has be«*n ccaaaitted shall 

be deemed to be drilled upon said acreage whether actually located upon 

said acreage or upon other tracts committed to the eomisunitisatlon agree­

ment. The drilling obligations specified in this Subsection 4b ahall not 

be suspended or excused by San Juan's inability to obtain casing ard ether 

drilling and producing equipment. 

c. If no drilling site ia available, aody after using good 

faith efforts, San Juan is unable to obtain execution of a cc*snicitis*t5aa 

agreement by adjoining leasehold owners in order to provide a drilling site, 

then Sen Juan's obligation to d r i l l as specified in Subsection 4b shall be 

suspended for such time as no drilling site is available, and the period 

of such suspension shall be added to the twelve (12) months' period for 

drilling a minimum of four (4) wells. 

ILLEGIBLE! 



do In addition to the drilling obligation provided ln Sub­

section 4b, San Juan screes to commence the actual drilling of an offset 

well (&a soon as a census Ltization agreement c*a be obtained when commun-

itisation is necessary to provide a drilling site) within 90 days after a 

producing well is completed upon a drilling slto which adjoins such un-

drllled drilling site on said acreage. This obligation to d r i l l offset 

wells in exoess of 4 veils required by Subsection 4-b is further subject 

to San Juan's obtaining sufficient allocation of casing to d r i l l ths wells 

required by this Subsection 4d. Any well drilled as an offset well shell 

be included and credited as a well drilled pursuant to the provisions of 

Subsection 4b. 

e. Any wells drilled in excess of four (4) in any twelve 

(12) months' period shall be credited to San Juan on its obligations under 

Subsections 4b and 4d in any subsequent twelve (12) months'period. 

f. In the event San Juan fails to d r i l l any well required 

by this Section 4, and the drilling of which is not excused as provided 

herein, then Sen Juan shall reassign or relinquish to Brookhaven a l l of 

said acreage except the rights in and to ths formation on sach drilling 

site upon which San Juan has commenced or completed drilling operations. 

The drilling site in the formation drilled upon which a producing well hes 

been completed shall be retained unless abandoned as herein provided. Ia 

the event Brookhaven be entitled to reassignment or relinquishment of any 

tract or tracts hereunder, Brookhaven ahall notify San Juan in writing 

specifying the tract or tracts and the formations, upon which Brookhavea 

claims San Juan i s in default. If Sen Juan hes failed to comply with the 

drilling obligations of this Operating Agreement, then San Juan shell ex­

ecute and deliver to Brookhaven a release of this Operating Agreement as 
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to such tract or tracts and fcreations , which etal I constitute a i~teBs!gn-

ment thereof, and shall reassign to Brookhavea ar̂ y lease which Brockheveu 

has assigned to San Juan covering such tract or tracts and formations. 

San Juan shall notify Brookhaven of its intention not to d r i l l ar, offset 

and reassign cr relinquish as above provided within forty-five (4-5) dajs 

after completion of a producing veil requiring an offset t 

g. If, as a result of the failure of San Juan to d r i l l an 

offset well or wells, the Federal or State govemaents shall require tbe 

payment of compensatory royalty, i t shall be paid by San Juan for its 

own account, 

5. Ownership of Production and Apportionment of Costs, 

a. All o i l , gas and/or other hydrocarbon substances pro­

duced, saved and marketed from said acreage shall be owned by Brookhaven 

and San Juan in equal shares. The royalties due lessors, the overriding 

royalties to which the leases are subject as shown in Exhibit "A", and 

al l taxes upon the production or severance shall be paid by San Juan as 

Operator and apportioned one-half (1/2) to each party, Brookhaven shall 

reimburse San Juan for Brookhaven's share thereof. The production remaining 

after payment of royalties, orerrlding royalties and taxes ls hereinafter 

termed "net working interest"„ 

b. San Juan shall furnish rig, labor, equipment and materials 

necessary for drilling operations conducted hereunder and* as Operator,, 

shall have authority to determine the location, depth* manner and methods 

of drilling, completing and equipping each well, Brookhaven ahall have 

access to the derrick floor of any well drilled by Sen Juan for the purpose 

of observing drilling operations and shall be furnished promptly with copies 

of a l l well logs, tests and reports including production reports obtained 

by Sen Juan on each well. 
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c. Each of tha parties reserves the right to receive ia kiad 

its respective share of oil, gas and/or other hydrocarbon aubdtaacas, pro­

duced frost said acreage, together with right, individually, to sell or 

direct the sals thereof for its benefit, and, in the event all parties here­

to sell or dispose of their respective share of productioa to the sea* pur­

chaser, each party hereto shall be entitled to receive directly froa ths 

purchaser thereof its respective share of ths proceeds cf sals of such 

production j subject, however, to repayment of driUia§ easts eg provided 

herein. Any oil snd/or gas used in drilling, operating or reworking wells 

on said acreage shall be considered as furnished equally by the parties 

hereto. 

d. Out of tha proceeds of sale cf the net working interest 

production fron each well, Brookhaven shall pay to San Joan one-half (1/2) 

of Brookhaven's share of such production (25$ of net working interest) 

until Brookhaven has repaid to San Juan one-half (1/2) of the actual drilling 

costs of each such well, but production fron one well shall not be used to 

repay drilling costs of another well. Brookhaven's share is further defined 

as followsi 

1„ Rrookhaven's obligations to pay drilling costs 

upon a Mesa Verde well out of production shall not exceed 

Twenty-two Thousand Five Hundred Dollars ($22,500.00), or 

one-half (1/2) the estimated cost of Forty-five Thousand 

Dollars (145,000.00) per Mesa Verde well. The drilling 

costs of «ach well shall include drilling, installation 

of casing, shooting or acidising, installation of field 

separator, pips line connections end separator, lease tanks 

on oil, tubing, production head, lsase production lines, 
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pumping equipment, i f necessary, and mil other equipment 

and labor necessary for a completed well reedy to produce j 

but shell not include casing, which shall be furnished by 

Sen Juan without reimbursement from Brookhaven. The 

attached Exhibit governs the accounting procedures 

to be followed by the parties in accounting for drilling 

and operating costs. 

2. In the event any well be drilled upon said 

acreage to a greater or lesser depth than a Maaa Verde 

well, the drilling costs (except casing to be furnished 

by Sen Juan) to be paid out of production by Brookhaven 

shall be determined proportionately with the parties agree­

ing upon a m*TIWI cost comparable to the maximum cost 

of a Mesa Verde well, as defined in Section 5dl above. 

e. San Juan agrees to maintain any producing well so as to 

obtain n»»TlwtT» production therefrom in accordance with the beat recognised 

procedure ln the industry. All costs of operating and reworking wells 

shall be paid equally by the parties; provided that Sen Juan shall consult 

with snd obtain consent of Brookhaven before incurring any job expenditure 

in excess of Five Hundred Dollars ($500.00), 

f. Except as herein expressly provided, San Juan shall pay 

a l l of the costs of drilling and equipping said wells without any liability 

or responsibility on the part of Brookhaven. 

6. Abandonment of Wells. In the event San Juan desires to 

abandon any drilling or producing well, Sen Juan shall notify Brookhaven 

of such desire, and Brookhaven shell thereafter have a period of ten (10) 

days in which to take over said well end pay San Joan the salvage value 
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of any casing in the well and the salvage v*lue of any othar equipmsat present 

on the drilling site required for production of said well i f i t has produced, 

and thereby acquire the complete interest in a l l such equipcwmt, development, 

and production from said well. If Brookhaven takes over said well and has 

reimbursed San Juan for any portion of the drilling costs of said well, 

Brookhaven'8 payment shall be reduced by the proportionate fraction of 

such total drilling costs hereof, as defined and limited by Subssction 5dl 

for which Brookhaven has reimbursed San Juan. Sen Juan shall also execute 

a release of this Operating Agreement or reassignment of any leasehold in­

terest assigned to San Juan. If Brookhaven does not desire to acquire Sen 

Juan's interest in said well, then San Juan, as Operator, shall plug said 

uell > complying vith a l l applicable regulations. If said well has not 

produced, then the expense of plugging shall be borne by San Juan and San 

Juan shall have complete ownership in a l l of the casing, equipment snd 

materials thereof. If said well has produced, then Brookhaven shall bear 

that proportionate part of the cost of plugging that Brookhaven's reimburse­

ment to San Juan for drilling costs bears to the total drilling costs, as 

defined and limited by Subsection 5dl, and the casing, equipment and ma­

terials recovered shall be divided in the same proportions. 

7. San Juan shall carry the following insurance in favor of 

both parties to cover operations on the lease area and the equipment used 

in connection therewith! 

a. Workmen's Compensation Insurance and Employer's Liability 

Insurance as required by the laws of the State of Mew Mexico. 

b. Public Liability Insurance in not less then the amount 

of $100,000.00 for injuries to one person snd not less then the amount of 

$500,000.00 for injuries in one accident, and $50,000.00 for property 

damage. 
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c. Automotive Public Liability Insurance, for each automotive 

vehicle used in connection herewith, in not less than the amount of 

$100,000.00 for injuries to one person and not leas than the amount of 

$500,000.00 for Injuries in one accident, and not less than the amount of 

$50,000.00 for property damage. 

All of such insurance so carried shall be at the original expense 

of San Juan, who shall keep a l l suoh insurance in fores and effect at a l l 

times while operations are conducted on the lease area. San Juan will 

furnish Brookhaven with certificates of a l l such insurance so carried. In 

addition to the above, San Juan shall require contractors to carry additional 

insurance as described in a, b and c above, and will require such contrac­

tors to furnish certificates thereof to i t of a l l such insurance so carried. 

8. Fair Employment Practices. As to any Federal leases upon 

said acreage, San Juan shall not discriminate against any employes or 

applicant for employment because of race, creed, color or national origin 

and shall require that an identical provision be included in a l l sub—contracts, 

9. Communitization. Brookhaven shall cooperate with Sen Juan in 

obtaining consent of owners of leasehold interest on adjoining tracts of 

land for the purpose of complying with spacing regulations. I f San Juan so 

requests, Brookhaven shall assign to San Juan, snd, i f required, to other 

community participants an undivided interest in the state leasehold interests, 

which assignment shall be subject to the terms of this Operating Agreement 

and ahall not be assigned by San Juan snd the others, except as necessary 

to communltisation unless Brookhaven's consent be obtained. As to Federal 

leaaehold interests, Brookhaven shall take whatever steps are necsssary sub­

ject to the terms of thia Operating Agreement, to effect such communltisation. 

10. Ron-partnership Provision. This agreement shell not create 

a partnership between the parties, end Sen Juan, aa Operator, shell comply 
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with all applicable laws and regulations of tbe State of Bsv Mexieo and of 

the United States in operating said leases. As to Brookhaven, San Juan shall 

be an indspendsnt contractor hereunder. 

11. Approval of Governmental Authority. This agreement is subject 

to the approval of the Secretary of the Interior, or his duly authorised • 

subordinate, as to any Federal lease. Unless disapproved by final sdmioistra-

tirs action by sithsr ths Federal or Stats government, and until suoh dis­

approval, this agreement shall be binding upon ths parties. In ths event of 

any decision disapproving of this agreement or of any provision or any pert 

thereof, the parties agree that the intent of this contract shall prevail so 

that neither party shall be denied the intended rights described herein, and 

to that end, they will use their best efforts to agree on the necessary modi­

fications hereof to cure the causes of disapproval. 

12. Definitions. 

Mesa Verde Veil. By "Mesa Verde well" is meant a well drilled to 

test the deepest horison of the Mesa Verde formation or a well producing 

from any horizon of the Mesa Verde formation unless impenetrable substances 

be encountered which, in the opinion of San Juan, prevent testing ths Mesa 

Verde formation. 

Other Formations. Where wells to other formations are provided 

herein the same standards shall apply. 

Drilling Site* "Drilling sits" means such quantity of acreage 

and legal subdivision as may be designated a drilling site by the Hew Msxioo 

Oil Conservation Ccnmission, for a well to be drilled to a specified for­

mation. 

13. Notics. All notices to be given hereunder shell be deemed 

sufficient when notice is deposited, postage paid, in first olass, United 

States mail, addressed to the parties es followst 
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Brookhaven Oil Company 
Post Office Box (slX 
Albuquerque, New Mexico 

San Juan Production Company 
Post Office Box U92 
El Paso, Texas 

Either party may, from time to time, by notice ln writing to the 

other designate another address for the giving of any such notice. 

14. Force Majeure. Tims shall be of the ssssnos of this agree­

ment. Except as herein otherwise expressly provided, i f either party be 

prevented from performing the obligations of this agreement by causes be­

yond the control of such party, including but not United to acts of the 

elements, fires, floods, earthquakes, war, riots, c i v i l cownotion, acts of 

the public enemy, regulations of governmental authority, embargoes, strikes, 

labor disputes, weather conditions, and unavoidable casualties, then such 

party shall not be liable for such failure so long as i t results from auy 

one or more of such causes. 

15„ San Juan may assign this agreement to any of its parent or 

subsidiary corporations but no such assignment shall relieve San Juan of 

its obligations hereunder„ Otherwise, neither Sac Juan nor any assignee 

shall assign this agreement without the prior written consent of Brookhfcv»»o. 

It shall not be considered a breach of this subsection for San Juan to In­

clude its interest herein under any mortgage cr indenture given by i t to 

secure a bond Issue of San Juan or its affiliated coapany, El Paso Natural 

Gas Company, 

16„ This agreement contains the eetire contract of the parties. 

All prior negotiations, understandings, representations and warranties are 

merged herein. Any modification, amendment or change of this agreement 

shall be in writing, executed with the same formalities as this instrument. 
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17. This contract is to be performed in Nev Mexico. All questions 

regarding its validity, construction, interpretation, performance and all 

other questions arising hereunder shall be detorminsd by the law of said 

state. 

18. This agreement may be executed in any number of counterparts, 

each of which shall be and constitute an original. 

IN WITNESS WHEREOF, this instrument is executed ths day and year 

first above written. 

AT.ST-

^ Secretary 

ATTFfT* 

- • r - • ' "y- •- -
. Secretary 

BROOKHAVEN OIL COMPANY. 

SAN JUAN PRODUCTION COMPANY 

^ — L / — / • ^ - L / L ^ r ~ L -
Vice President 
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STATE 07 NEW MEXICO ) 
) 88 

COUNTY 07 BERNALILLO ) 

On this the .5^ ̂  day of /.^^<i , 1951, before 
me personally appeared . j /.^ <..r A _.w. to me personally 
known, who, after being byme duly sworn did say that he is the President 
of BROOKHAVEN OIL COMPANY, a corporation, and that the seal affixed to 
the foregoing instrument is the corporate seal of said corporation and 
that said instrument was signed and sealed in behalf of said corporation 
by authority of its Board of Directors, and said j t'^u\ / : : v..6<U6^.y, 
acknowledged said instrument to be ths free act and dsed of said corpor­
ation. 

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

My coasaission expires: Notary Public, Bernalillo County, 
New Mexico 

v.-,. yvw 

STATE OF TEXAS 

COUNTY OF EL PASO ) 
ss 

On this the <?~7 
me personally appeared 

day otj JtYlt^'y'*<~<u'* 1951, before 
to me personally 

known, who, after being by me duly sworn did say that he is the Vies 
President of SAN JUAN PRODUCTION COMPANY, a corporation, and that the 
seal affixed to the foregoing instrument is the corporate seel of said 
corporation and that said instrument was signed and seeled in behalf of 
said corporation by authority of i t s Board of Directors, and said 

* r - \ ^ { {_. '~ - • nl i n n i f l • rl ccmA mm -4 A 1 tkmi i mm. n I 4- n <frl*A acknowledged said instrument to be the free act 
and deed of said corporation. 

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

*My coSmUsaion expires t Notary Public, C ounty, Texas 

.t -f *• 

.In,, i,\m illf t i f l t l LlMMili, T c i M 
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San Juan is a wholly owned subsidiary of EL Paso Natural Gas Coa­

pany, a Delaware corporation. As a part of the consideration hereof and for 

ths purpose of inducing Brookhaven to execute this agreement, the undersigned 

hereby unconditionally guarantees the performance of each and every term, 

covenant and condition hereof by SAN JUAN PRODUCTION COMPANY. 

EL PASO NATURAL GAS COMPANY 

STATE 07 TEXAS ) 
) ss 

COUNTY OF EL PASO ) 

On this the y / r day of /^t\<-l ̂ -*/<- , 1951, before me 
personally appeared y . u'utJUy^ to me perspnally known, 
who, aftsr being by me duly sworn did/say that he is the / . , r P r e s i d e n t 
of EL PASO NATURAL GAS COMPANY, a corporation, and that the seal affixed to 
ths foregoing instrument is the corporate seal of said corporation and that 
said instrument was signed and sealed in behalf of., said corporation by 
authority of its Board of Directors, and said X L L IJ^A^tJ 
acknowledged said instrument to be the free act and deed of Sjiid corporation. 

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

My commission expirest Notary Public, El Pas§/County, 

'—"TTTT-,, 

-15-

ILLEGIBLE 



EL PASO NATURAL GAS COMPANY 

Form No. 3-84 
(Modeled after PASO-1949-1) 

EXHIBIT "C" 

Attached to and ira.de a part of Farm out Agreement 
dated Koveirber ,̂  1951. try and between Brookhaven 
Oil Company and San Juan Production Company 

ACCOuTTIKG PROCEDURE 
(Unit and Joint Lease Operations) 

I . GENERAL PROVISIONS 

1. DEFINITIONS 
The terrr "joint property" as herein used shall be construed to mean the 
subject area covered by the agreement to which this "Accounting Procedure" 
is attached. 
The tent "Operator" as herein used shall be construed to nean the party 
designated to conduct the development and operation of the leased premises 
for the joint account. 
The terr "Non-Operator" as herein used shall be construed to mean any one 
or more of the non-operating parties. 

2. STATEMENTS AND BILLII.'GS 
Operator shall b i l l Non-Operator on or before 45 days after the last day of 
each month for its proportionate share of costs and expenditures during the 
month. Such bills will be accompanied by staterents, reflecting the total 
costs and charges as set forth under Sub-Paragraph B below: 
A. Statement in detail of a l l charges and credits to the joint account. 
B. Statement of a l l charges and credits to the joint account, sumrarized 

by appropriate classifications indicative of the nature thereof. 
C. Statements, as follows: 

(1) Detailed statement of material ordinarily considered controllable 
by Operators of oil and pas properties; 

(2) Statement of a l l other charges and credits to the joint account 
summarized by appropriate classifications indicative of the nature 
thereof; and 

(3) Statement of any other receipts and credits. 

3. PAYMENTS BY EON-OPERATOR 
Each party shall pay its proportion of a l l such b i l l s within fifteen (15) 
days after receipt thereof. I f payment is not made within such time, the 
unpaid balance shall bear interest at the rate of six per cent (6$) par 
annum until paid. 

4. AUDITS 
Payment of any such bills shall not prejudice the right of Non-Operator to 
protest or question the correctness thereof. All statements rendered to Non-
Operator by Operator during any calendar year shall be conclusively presumed 
to be true and correct after eighteen months following the close of sny suoh 
calendar year, unless within said eighteen months period Non-Operator takes 
written exception thereto and makes claim on Operator for adjustment. Failure 
on the part of Non-Operator to rake claim on Operator for adjustment within 
such period shall establish the correctness thereof and preclude the filing 
of exceptions thereto or the waking of claims for adjustment thereon. A 
Non-Operator, upon notice in writing to Operator and a l l other Non-Operators, 
shall have the right to audit Operator's accounts and records relating to 
the accounting hereunder, within eighteen months next following the close of 
any calendar year. Non-Operator shall have six months next following the 
examination of the Operator's records within which to take written exemption 
to and make sny and a l l claims on Operator. The provisions of this persfreph 
shall not prevent adjustrents resulting from the physical inventory of property 
as provided for in Section VI, Inventories, hereof. 
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I I . DEVELOPMENT AND OPERATING CiiARGES 

Subject to limitations hereinafter prescribed, Operator shall charge the joint 
account with the following items: 

1. RENTALS AND ROYALTIES 
Delay or other rentals, when such rentals are paid by Operator for the joint 
account; royalties, when not paid direct to royalty owners by the purchaser 
of the o i l , gas, casinghead gas, or other products. 

2. LABOR, TRANSPORTATION, Al.D SERVICES 
Labor, transportation, and other services necessary for the development, 
maintenance, and operation of the joint property. 

3. MATERIAL 
Material, equipment, and supplies purchnsed or furnished by Operator, for use 
of the joint property. So far as i t is reasonably practical and consistent 
with efficient and economical operation, only such material shall be purchased 
for or transferred to the joint property as required for immediate use, and 
the accumulation of s'rrplus stocks shall be avoided. 

4. MOVING MATERIAL TO JOINT PROPERTY 
Moving material to the joint property from Vendor's or from Operator's ware­
house in the district or from the other properties of Operator, but in either 
of the last two events no charge shall be made to the joint account for a 
distance greater than the distance from the nearest reliable supply store or 
railway receiving point where such material i s available, except by 8pedal 
agreement with Non-Operator. 

5. MOVING SURPLUS MATERIAL FROM JOINT PROPERTY 
Moving surplus material from the joint property to outside vendees, i f sold 
f.o.b. destination, or minor returns to Operator's warehouse or other storage 
point. No charge shall be made to the joint account for moving material to 
other properties belonging to Operator, except by special agreement with Non-
Operator. 

6. USE OF OPERATOR'S EQUIPMENT AND FACILITES 
Use of and service by Operator's exclusively owned equipment and facilities 
as provided in Paragraph 4, of Section I I I , "Basis of Charges to Joint Account." 

7. DAMAGES AND LOSSES 
Damages or losses incurred by fire, flood, storm, or any other cause not con­
trollable by Operator through the exercise of reasonable diligence. Operator 
shall furnish Non-Operator written notice of danage or losses incurred by fire, 
storm, flood, or other natural or accidental causes as soon as practicable 
after report of the same has been received by Operator. 

8. LITIGATION, JUDGMENTS, AND CLAIMS 
All costs and expenses of litigation, or legal services otherwise necessary 
or expedient for the protection of the joint interests, including attorney's 
fees and expenses as hereinafter provided, together with a l l judgments ob­
tained against the Joint account or the subject matter of this agreement; 
actual expenses incurred by any party or parties hereto in securing evidenoe 
for the purpoee of defending against any action or claim prosecuted or urged 
against the joint account or the subject matter of this agreement. 
A. I f 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 account, but no such charge 
shall be mads until approved by ths legal department of or attorneys for 
ths respective parties hereto. 

B. Fees snd expenses of outside attorneys shall not be charged to the joint 
account unless authorised by the majority of the interests hereunder. 

9. TAXES 
All tares of every kind and nature 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 for 
the benefit of the parties hereto. 
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INSURANCE 
Premluns paid far insurance carried for the benefit of the joint account, 
together vith a l l expenditures incurred snd paid in settlement of any and 
al l losses, claims, damages, judgments, and other expenses, <"A*"fling lsgs! 
services, not recovered from insurance carrier. 

11. DISTRICT AND CAMP EXPENSE 
A proportionate share of ths salaries and expenses of Operator's District 
Superintendent and other general district or field employees serving the 
joint property, whose time is not allocated direct to the joint properly, 
and e proportionate share of maintaining and operating a district office 
and a l l neeesssry camps, including housing facilities for employees i f neces­
sary, in conducting the operations on the joint property and other leases 
owned snd operated by Operator in the same locality• Such charges shall be 

. apportioned to al l leases served on sons equitable basis consistent with 
Operator1s accounting practice. 

12. OTERHEAD 
Overhead charges, which shall be in lieu of any charges for any pert of the 
compensation or salaries paid to mansglng officers and employees of Operator, 
including the division superintendent, the entire staff and expenses of the 
division offioe located at Parmington. Hew Mexieo , and any portion 
of the office expense of the principal business office looated at H Insp. 

TTHf I but which are not in lieu of district or field offios 
expenses incurred in operating any suoh properties, or sny other expenses of 
Operator incurred ln the development and operation of said properties} and 
Operator shall have the right to assess against ths joint property covered 
hereby the following overhead charges: 
A. During the period of drilling, pluggingback or deepening such amounts 

as aay be allocated to each well from "Overheads during Construction" as 
reeorded on the books of the Operator. 

B. > 25.00 per well per month for the first five (5) producing 
wells. 

C. t 20.00 psr well per month for the second five (5) producing 
veils. 

D. i j-5.00 per well per month for all producing walls over 
ten (10). 

I . In connection with overhead charges, the status of wells shall be as followt 
(1) In-put or key veils shall be included in overhead schedule the same 

as producing gas wells. 
(2) Producing oil wells shall be included in overhead soheduls the sans 

as producing gas wells. 
(3) Veils permanently shut down but on which plugging operations are de­

ferred, shall be dropped from overhead schedule st the tins the shut­
down is effected. Whan such wells are plugged, overhead shell be 
charged at the producing well rate during the tine required for the -
plugging operation. 

(4) ¥8x1008 wells nay be shut down temporarily and later rsplaeed on pro­
duction. If and when a well is shut down (other than for proration) 
and not produced or worked upon for a period of a full calsndar month, 
i t shall not be included in the overhead soheduls for suoh month. 

(5) Salt water disposal wells shall not be included in overhead soheduls. 
7. Ths above overhead schedule on producing veils shall be applied to in­

dividual leases; provided that, whenever leases covered by this ••xssnont 
are operated as a unitimed project in the interest of soonoalc development, 
the schedule shall be applied to the total number of veils, Irrespective 
of individual leasee. 

G. The above specific overhead rates nay be amended froa tins to tins by 
agreement between Operator and Non-Operator i f , in practice, they are 
found to be insufficient or excessive. 

13. WAREHOUSE HANDLING CHARGES 
A warehouse handling charge not to exceed sight psr cent (8jt) of cost of 
materials. TMs charge shall apply only to materials issued from Operator's 
warehouses and/or storerooms. 
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U. OTHER EXPENDITURES 
Any other expenditure incurred by Operator for tbe necessary and proper 
development, maintenance, and operation of the j o i n t property. 

I I I . 3ASIS OF CHARGES TO JOINT ACCOUNT 

1. PURCHASES 
Material and equipment purchased and service procured shall be charged at 
price paid by Operator, after deduction of a l l discounts actually received. 

2. MATERIAL FURNISHED BY OPERATOR 
Material required for operations shall be purchased for direct charge to 
jo i n t account whenever practicable, except that Operator may furnish such 
material from Operator's stocks under the following conditions: 
A. New Material 

(1) New material transferred from Operator's warehouse shall be priced 
f.o.b. the issuing warehouse. This will include material such as 
tanks, rigs, pumps, sucker rods, boilers, engines and tubular goods. 

(2) Material transferred frorc other properties of the Operator shall be 
priced at original cost as recorded on books of the Operator. 

B. Used Material 
(1) Material which is in sound and serviceable condition and is suitable 

for reuse without reconditioning shall be priced as under A(2) above. 
(2) Material which after reconditioning w i l l be i n sound and serviceable 

condition and suitable for reuse shall be priced at original cost of 
such material as recorded on books of the Operator but shall not i n ­
clude any cost of reconditioning. 

(3) Tanks, derricks, buildings, and other equipment involving erection 
costs shall be charged at original cost as recorded on books of 
Operator but shall not include erection costs not applicable to 
jo i n t account. 

3. WARRANTY OF MATERIAL FURNISHED BY OPERATOR 
Operator does not warrant the material furnished beyond or back of the dealer's 
or manufacturer's guaranty; and, i n case of defective material, credit shall 
not be passed u n t i l adjustment has been received by Operator from the manu­
facturers or their agents. 

4. OPERATOR'S EXCLUSIVELY OWNED FACILITIES 
The following rates shall apply to service rendered to the j o i n t acoount by 
f a c i l i t i e s owned exclusively by Operators 
A. Water service, fuel gas, power, and compressor service: At rates commen­

surate with cost of providing and furnishing such service to the j o i n t 
account as recorded on books of Operator. 

B. Automotive Equipment: Rates commensurate with cost of ownership snd 
operation. Such rates should generally be i n line with schedule of rates 
adopted by the Petroleum Motor Transport Association, or some other 
recognized organization, as recommended uniform charges against j o i n t 
account operations and revised from time to time. Automotive rates shall 
include cost of o i l , gas, repairs, insurance, and other operating expense 
and depreciation; and charges shall be based on use l n actual service on, 
or i n connection with, the jo i n t account operations. 

C. A f a i r rate shall be charged for the use of d r i l l i n g and cleaning-out 
tools and any other items of Operator's f u l l y owned machinery or equip­
ment which shall be ample to cover maintenance, repairs, depreciation, 
and the service furnished the j o i n t property; provided that such char gee 
shall not exceed those currently prevailing l n the f i e l d where the j o i n t 
property i s located. 

D. Whenever requested, Operator shall inform Non-Operator i n advanoe of the 
rates i t proposes to charge. 

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

IV. DISPOSAL OF LEASE EQUIPMENT AND MATERIAL 

The Operator shall be under no obligation to parchase interest of Hon-Opsrator 
in surplus new or secondhand material. Derricks, tanks, buildings, snd other 
major items shall not be removed by Operator from the joint property without 
the approval of Non-Operator. Operator shall not sell major items of material 
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to an outside party without giving Non-Operator an opportunity either to pur­
chase sans at the price offered or to take Non-Operator's share i n kind. 

1. MATERIAL PURCHASED BY OPERATOR 
Material purchased by Operator shal l be credited to the joint account snd I n ­
cluded in the monthly statement of operations for the month in vhioh ths 
material i s removed from the Joint property. 

2 . MATERIAL PURCHASED BT NON-OPERATOR 
Material purchased by Non-Operator sha l l be invoiced by Operator and paid for 
by Non-Operator to Operator immediately following receipt of invoice. The 
Operator shal l pass credit to the joint account and include the same in the 
monthly statement of operations. 

3 . DIVISION IN KIND 
Division of material in kind, i f made between Operator and Noc-Operator,, sha l l 
be in proportion to their respective Interests in such material. Each par^-y 
w i l l thereupon be charged individually with the value of the material reosived 
or receivable by each party and corresponding credits w i l l be mads by tha 
Operator to the joint account, and such credits shal l appear in the monthly 
statement of operatlcixs. 

4 . SALES TO OUTSIDERS 
Sales to outsiders of material from the Joint property sha l l be credited bv 
Operator to the joint account at the net amount collected by Operator frcas 
Vendee. Any claims by Vendee for defective material or otherwise shal l be 
charged back to the joint account, i f and when paid by Operator. 

V. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT 

Material purchased by either Operator or Non-Operator or divide** i s kind, 
unless otherwise agreed, shal l be valued on the following basis; 

1. NEW PRICE DEFINED 
New price aa used in the following paragraphs shal l have the same meaning aad 
application as that used above in Section I I I , "Basis of Charges to Joirt 
Account." 

2. NEW MATERIAL . 
New material, being new material procured for the joir.t account but never 
used thereon, at original cost as recorded on books of Operator, 

3. GOOD USED MATERIAL 
Good used material, being used material in sound and serviceable condition, 
suitable for reuse without reconditioning, at original cost as recorded ce 
books of Operator. 

4. OTHER USED MATERIAL 
Used material , being used material which after reconditioning w i l l be ser­
viceable for original function, at original cost as recorded on books of 
Operator. Any costs incurred in restoring material to serviceable eonditiaa 
sha l l be charged to the joint account. 

5. JUNK 
Junk, being obsolete and scrap material, shall carry no value. 

6. TEMPORARILY USED MATERIAL 
When the use of material is of a temporary nature and its service to the 
joint account does not justify the charge to joint account aa provided tn 
Paragraph A above, such material shall be priced at original cost as 
recorded on books of Operator. 

VI. INVENTORIES 

1. PERIODIC INVENTORIES 
Periodic inventories shall be taken by Operator of the joint account material, 
which shall include a l l such material as ia ordinarily considered controllable 
by operators of oil and gas properties. 

-5-

ILLEGIBL 



4 MOTTCE 
Notice of intention to take inventory shall be given by Operator at least ten 
days before any inventory 5? to beginv so that Non-Operator soy be represented 
when any inventory is taken. 

3. FAILURE TO BE REPRESENTED 
Failure of Non-Operator to be represented at the physical inventory shall bind 
Non-Operator to accept the inventory taken by Operator, who shall in that svent 
furnish Non-Operator vith a copy thereof. 

4. RECONCILIATION OF INVENTORY 
Reconciliation of inventory vith charges to the joint account shall be made 
by each party at interest, and a l i s t of overages and shortages shall be 
Jointly determined by Operator and Ron-Operator. 

5. ADJUSTMENT OF INVENTORY 
Inventory adjustments shall be made by Operator vith the joint account for 
overages and shortages, but Operator shall only be held accountable to Non-
Operator for shortages due to lack of reasonable diligence. 

6. SPECIAL INVENTORIES 
Special Inventories may be taken, at the expense of the purchaser, vherever 
there is any sale or change of interest in the joint property, snd i t shall 
be the duty of the party selling to notify s l l other parties hereto as 
quickly as possible after ths transfer of interest takes place. In suoh 
cases both the seller and the purchaser shall be represented and shall be 
governed by the inventory so taken. 
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ASSIGNMENT OF OPERATING AGREEMENT 

THIS ASSIGNMENT, made and entered into this J f W 2 I 3 5 2 

by and between SAN JUAN PRODUCTION COMPLY, a Delaware corporation, 

whose address i s Bassett Tower, El Paso, Texas (hereinafter called 

"Assignor"), and EL PASO NATURAL GAS COMPANY, a Delaware corpora­

t i o n , whose address i s Bassett Tower, El Paso, Texas, (hereinafter 

called "Assignee"), 

W I T N E S S E T H . : 

That the undersigned Assignor, for and i n consideration of 

the sum of One Dollar ($1.00) and other good and valuable considera­

ti o n to i t i n hand paid by Assignee, the receipt of which i s hereby 

acknowledged, does hereby s e l l , assign, transfer, set over and 

convey unto Assignee, i t s successors and assigns, subject to the 

terms and conditions hereof, a l l Assignor's interest i n and to 

that certain Operating Agreement dated Rovwfetr 27, 1951 > 

by and between BHOCKH/KTB? OIL CJOWPAH? , 

as owners of leasehold interest and San Juan Production Company as 

Operator, wherein and whereby operating rights were granted to 

Assignor under that certain o i l and gas lease made and entered into 

on Ray 1, 1940 , by and between the United States of 

America as Lessor and 3onni« Hart* «cClmff>wrty 

as Lessee, bearing Serial Number Santa Fe JT$60k > 

i n so far as said lease covers the following described land 

situated i n San Juan County, State of New Mexico, 

to wit: 

Townahlp ?1 Sdrth, Ran̂ e 10 West M.K.P.Jt. 

Section 31 Lota 1, 2, 3, S/2 UE/k, &/2 Wt/k 
Socticm %% K/2 m/k, s iA swA 
atction s 1 \%/z SE/k, $*/* s&Aj $%/k m/k 
Station Ji E/2 m/k. m/k m/k 
action 17: m/k, 1/2 m/k. m/k m/k, m/k m/k, n/st aa/k 
VoMMhip 32 Worth, Rang* 20 vott, X.M.F.N. 
station 29: m/k, m/k, w/2 sw/i, s/2 m/k 
SOCtiCtt 31: &/8 
Motion 32» AfA SS/k 
Section 331 m/k w£/k 
section pt v&, amy* *A 
containing aMl.Ol I U H I , aore «r loos 
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TO HAVE AND TO HOLD unto the said Assignee, i t s successors 

and assigns, subject, however, to the terms and conditions of the 

original lease, the Operating Agreement, and to the following liens, 

overriding royalties, charges, reservations and agreements affecting 

the lease and/or the Operating Agreement: 

An overriding royalty of one-half of on© per cont o£¥) 
reserved ty Bonnie Marie Coveney (forewrly « ^ * 0 U f < * ^ > 
and B. J. Seventy in gmmi&mmt date* July 21, 19*8. *Hoh royalty 
haa been assigned to Joseph c. McClafferty. 

In consideration hereof, Assignee hereby assumes the obligations 

of Assignor contained i n said Operating Agreement. 

IN WITNESS WHEREOF, this assignment i s executed on the day and 

year f i r s t hereinabove written. 

ATTEST: 

ATTEST: 

SAN JUAN PRODUCTION COMPANY 

/ , 1 / >v;y^.<. By </ ^ f -^d . L & c 
Assistant Secretary Vice President 

ASSIGNOR 

EL PASO NATURAL GAS COMPANY 

retary I ^Prtsident 
ASSIGNEE 
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STATE OF TEXAS 

COUNTY OF EL PASO 

On this 
appeared 

r, before me personally 
to me personally 

known, who, after being by me duly sworn did say that he is the 
Vice President of SAN JUAN PRODUCTION COMPANY, a corporation, and 
that the seal affixed to the foregoing instrument i s the corporate 
seal of said corporation and that said instrument was signed and 
sealed in behalf of said cprppratidn/by authority of i t s Board of 
Directors, and said x. ^/.J>A^Q*^^ acknowledged said 
instrument to be the free act and deed of said corporation. 

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

My Commission Expires: 
ROBERT E. HEYSER 

Nntyv Public. In aid for El Ptso lounty. U m 
My commission expifM Jttnt L. 

Notary Public, Coû Jfy of El Paso, 
State of Texas 

STATE OF TEXAS 

COUNTY OF EL PASO 

On this 
appeared <L 

day of itecembery-t?51, before me personally 

known, who, after being by^neTduly sworn did say that he is the 
Vice President of EL PASO NATURAL GAS COMPANY, a corporation, and 
that the seal affixed to the foregoing instrument i s the corporate 
seal of said corporation and that said instrument was signed and 
sealed in behalf of said corporation by authority of its Board of 
Directors, and said C • C . ^ 1̂  acknowledged said 

to me personally 

instrument to be the free act and dee£ of said corporation. 

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

My Commission Expires: 
R. L. HAMBLIN 

Notary Piihlir, U tn< f i El 9*ui ftmurtt, T M O 
Mjr commission explrts June I , 1953 

Notary Public, County of El Paso, 
State of Texas 

- 3 -

ILLEGIBLE 


