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BEAVER LOoDGE O1. CORPORATION

301 MERCANTILE COMMERCE BUILDING ‘/ ;o

GENE W. HEWETT RIVERSIDE- 9091 e
VICE PRESIDENT-TREASURER

Darras 1, TeExas

August 5, 1953

El Paso Natural Gas Company
Tenth Floor Bassett Tower

El Paso, Texas

Attention: Mr. Sam Smith

Re: Communitization E/2 Section 8, 3IN-10W,
El Paso Marcotte Pool Unit #1

Gentlemen:

We acknowledge receipt ol a copy of the communitization agreement
on the above well. We will be happy to execute the communitization
agreement on this well when it is presented for our signature.

Yours very truly,

BEAVER LODGE OIL CORPORATION

Gene W. Hewett

GWH/mjm
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COMMUNITIZATION AGREEMENT
Marcotte Pool Unit #1

THIS AGRmIEN'f, made and entered into this lst 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 MEl Paso");
DELHI OIL CORPORATION, a Delaware corporation, whose address is Corrigan Tower,
Dallas, Texas; SAUL A. YAGER, a single man, whose address is 613 0il 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 West Cammeron Street, Tulsa, Oklahoma; SAM MIZEL,

vhose address is 101 West Cammeron 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 Commerce Building, Dallas, Texas;

WITNESSETH:

WHEREAS, El Paso Natural Gas Company is the present owner and holder of
the gas rights dowmn to and including the base of the Mesaverde formation under that
certain 0il and Gas Lease executed in favor of Delhi 0il 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 West, N.M.P.M.
Section 8: W/2 SW/4 NE/4
containing 20 acres, more or less; and

WHEREAS, the above described leage 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 it 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 acreageé
So pooled into a tract or unit shall be treated for all purposes, except




for the payment of royalties on production from the pooled unit, as if it
were included in this lease, and if production is had from any portion of
the pooled acreage, it 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, El Paso Natural GCas Company is the present owner and holder of
the gas rights down to and including the base of the Mesaverde formation under that
certain 0il 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 0il and Gas Records of
San Juan County, New Mexico; and
WHEREAS, Delhi 0il Corporation is the present owner of all 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 full royalty interest
under the last above described lease but has conveyed an undivided one fourth (%)
interest in said royalty to Morris Mizel and Sam Mizel jointly, and undivided one
fourth (4) interest in said royalty to M. E. Gimp, and an undivided one fourth (%)
interest in said royalty to Marian Yager; and
WHEREAS, Brookhaven 0il Company is the present owner and holder of that
certain United States 0il 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 0il 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 El Paso; and
2.




WHEREAS, Beaver Lodge 0il Corporation is the present owner and holder of
that certain 0il and Gas Lease executed in favor of Beaver Lodge 0il 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 wit:

Township 31 North, Range 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 its Farmington
Branch, lying and being situated within the most extreme Northwesterly
(N\i'lys 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 the 0il 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:

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 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 oricinally covered by and included in this lease, and all royalties
which shall accrue on gas (excluding casinghead has produced from oil wells),
produced and marketed from the consolidated estate, including all 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."™; and

WHEREAS, Beaver Lodge 0il Corporation is the present owner and holder of
that certain 0il and Gas Lease executed in favor of Beaver Lodge 0il 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 0il 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:

ng9, 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 all royalties which
shall accrue on gas (excluding casinghead gas produced from oil wells),
produced and marketed from the consolidated estate, including all 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 o0il and gas leasehold estate hereby granted
so long as gas is produced therefrom."; and

WHEREAS, Beaver Lodge 0il Corporation is the present owner ahd holder of
that certain 0il and Gas Lease executed in favor of Eeaver Lodge 0il 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 West, N.M.P.M.
Section 8: 1 acre, more or less, in the E/2 SW/4 NE/4, being described
more particularly as follows:

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

said lease being recorded in Book 210, at Page 105, of the 0il 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 casipg-
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 all royalties which
shall accrue on gas (excluding casinghead gas produced from oil wells),
produced and marketed from the consolidated estate, including all 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.®; and

WHEREAS, Beaver Lodge 0il Corporation is the present owner and holder of
that certain 0il and Gas Lease executed in favor of Beaver Lodge 0il Corporation,
as Lessee, under date of January 5, 1953, by The Denver and Rio Grande Western

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.

Sectiorr 8¢ All of that portion of the Right-of-Way of The Denver

and Rio Grande Western Railroad Conpany for the main tract of its |
Farmington Pranch; lying and heing situated within the most extreme
Northwesterly (NW'ly) corner of the XW/4 NW/4 NE/4, and being more
particularly described by metes and bounds as follows: T

BEGINNING at a point in the center line 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 line 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 line of said Right-
of-Way for the most Southerly (S'ly) corner of this tract; THENCE
Northeast (NE) along the Southeast (SE) boundary line 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 rost 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 in Book 205, at page 47, of the 0il and Gas Records
of San Juan County, New Mexico; and
WIEREAS, the last above described lease provides for the pooling of the

lands covered thereby as follows:

"1, The Railroad Company, for and in consideration of the sum of
TWENTY-SIX AND (O/100 DOLLARS ($26.00) —m—=—e y the receipt of which is
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 let the Railroad Lands as hereinbefore described and as
outlined in specific coloring upon the attached map exclusively unto the
Lessee with the right and permission granted the Lessee to pool or combine
all or any portion of the Railroad Lands with adjacent lands into drilling
units in order to properly develop and operate the premises for the sole
and only purpose of obtaining the cil and gas therefrom, Lessee shall ex-
ecute in writing an instrument identifying and describing any drilling
unit or units created hereunder and zhall mail the same, together with map
showing such drilling unit or units, to the Railroad Company; provided,
however, that no drilling 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, forty (40) acre units on oil production,
but provided further that if the spacing regulations of the 0il 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 in whole or in 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 drilling units have not, as yet,
been definately established or determined; therefore, it is not possible
to identify such units by defined locations on the attached map in their
relation to the Railroad Lands; however, royalty due the Railroad Company
as a result of its participation in this Agreement shall be determined in
the manner hereinafter provided."; and

WHEREAS, in order to expedite the execution of this Agreement, all of the
overriding royalty owners on each of the above described tracts are ratifying this
Ajreement; and

WHEREAS, it is the desire of the parties hereto to comrmnitize their

respective interests in the above described 0il and Gas Leases in order to form

one tract or drilling unit as follows, to wit:
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Township 31 North, Range 10 West, N.M.P.M.
Section 8: 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, all of the parties to this Agree-
ment desire to operat~ 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 of the premises and mutual advantages re-
sulting from this Agreement, it is mutually covenanted and agreed by and between

the parties hereto that the land subjected 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
commnitized 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
the leaseholds and the rentals provided for in said leases shall be determmined 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 is 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 commmunitized tract from 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 full force and effect as originally made and issued.
It is further agreed that the commencement, completion, continued operation or pro-
duction of a well or wells for dry gas on the commnitized tract from the Mesaverde
formation shall be construed and considered as the cormencement, completion, cont-

inued operation or production as to each lease committed thereto.
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It is further agreed that all production of dry sas 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 all 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 if such compliance is prevented by, or if 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 all
matters of operation, adiustments between the parties hereto, .and payment of
royalties shall be detemined and performed by El Paso.

This Agreement shall be effective as of the date hereof, upon approval by
the Director of the Geological Survey and shall remain in full force and effect
for a period of two (2) years and so long thereafter as dry gas is produced from
any part of said commmnitized tract in paying quantities; provided, that upon
fulfillment of all 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 aunthorized representatives, with a log and history of any well or
wells, the monthly report of operations and the statement of all 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 oil and
zas operating regulations for any well completed within the communitized tract.
The unit operator shall not discriminate against any employee or applicant for
erployment because of race, creed, color, or national origin, and shall require
an identical provision to be inserted in all subcontracts.

It is further acreed between the parties hereto that the Secretary of the
Interior, or his representatives, shall have the right of supervision over all
operations within the communitized tract .to the same extent and degree as provided
in each of said o0il and gas leases under which the United States of America is
Lessor, and in the applicable 0il 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
all counterparts so executed shall be taken as a single agreement and shall have
the same force and effect as if all parties had in fact executed a single instrument.
IN WITNESS WHEREQOF, the parties hereto have executed this agreement on the

day and year hereinabove written.

ATTEST: EL PASO NATURAL GAS COMPANY

Assistant Secretary

ice President

ATTEST: BROOKHAVEN OIL COMPANY
2 /// MM%
t Secretary Viee President
ATTEST: BEAVER LODGE OIL CORPORATION
) ) )ik had L &&% W
Aes:Lsta.rﬁ: Secretary Vice President’
ATTEST: DELHI OIL CORPORATION APPROVED
Land__Lon—_
- | Prod. _______
Assistant retary Vice Presiden't Accl. o.......
v

Saul A, Yager, a single man

Marian Yager, a feme sole

M. E. Gimp

Gimp, (his wife)

Morris Mizel

Flora Mizel

Sam Mizel

Mizel (his wife)
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STATE OF TEXAS i

COUNTY OF EL PASO | P
s 19532 before me appeared

On this__/ JA% _day of

H. F. STEEN to me persogally 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 its board of directors, and said H. F. Sicty
acinowledged said instrument to be the free act and deed of

said corporation.

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

My cormission expires: ) )ﬁ @SL%/
ol il L -
Notary

Public in and for El Paso
County, State of Texas

STATE OF TEXAS IneE B PPESq
Eotery Fobtio foe oo gy o o cn o el

i
% Ky conoas o o S lure L ies
e

COUNTY OF DALLAS

p
/ On this A,QQL day of E/Qagz_{i;zi?‘ s 1938/, before me appeared
Arme LU Hecoae? , Yo me persdnally 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 forezoings instrument is the corporate seal of
said corporation, and said instrument was signed and sealed in behalf of said
corporation by autherity of its board of directors, and said 44, ., , ¢ .
LLL L 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: /7 /4
_ 5//'_/&47 Grasl 2o //
Lo 4 - 54 Notary Publi€ ip and for Dallas County,
State of Texas

STATE OF YEW MEXICO §

{
COUNTY OF BERNALILLO §

5
On this 20th day of Jamary , 1933, before me appeared
Thoee T, So0ut, S, , to me personally known, who, beincg by me

duly sworn, did say that he is the President of BROOKHIAVEN OIL COMPANY, and that
the seal affixed to the foreszoing isntrument is the corporate seal of said
corporation, and said instrument was signed and sealed in belhalf of said corpora-
tion by authority of its board of directors, and said__T!®f. fe " 00it, Jire
, acknowledged said instrument to be the free act and deed of said

corporation.

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

My commission expires:

June 13. 1957,

STATE OF OKLAHOMA |}

i

COUNTY OF TULSA i
On this day of , 1933, before me appeared Saul A.

Yager, a sincle man, to me known to be the person described in and who executed
the foregoing instrument, and acknowledged to me he executed the same as his free
act and deed,

9.




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 cormission expires:

Notary Public in and for Tulsa County,
State of Oklahoma

STATE OF TEXAS J

|

COUNTY OF DALIAS | :
J,/
On this__ (& %- day o , 1953, before me appeared
FRANK A SOHNTTE me ly known, who, being by me

duly sworn, did say that he is the ¥ice President of DELHI OIL CORPORATION, and
that the seal affixed to the forggbing instrument is the corporate seal of said
corporation, and said instrument was signed and sealed in behalf of said corpora-
tion by authority of its board of directors, and said__ granx A SCHIILYZ,
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 fi above written.
M

Notary lic in and fokﬂﬁallas County,
State ¢f Tgxas
MARGUERITE SPENCEX

My commission expires:

STATE OF OKLAHOMA ! Notary Public. Daltas County, Texss
! My Commission Expires june 1, 1955
COUNTY OF TULSA |
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 WEREOF, 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 |

COUNTY OF DALIAS §

On this day of y 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 comriission 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.

10.




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 cormission expires:

Notary Public in and for Tulsa County,
State of Oklahoma

STATE OF OKLAHOMA §
§
COUNTY OF TULSA ]
On this day of , 1953, before me appeared
Sam Mizel and Mizel, his wife, to me known to be the persocns

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 cormission expires:

Notary Public in and for Tulsa County,
State of Oklahoma
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BLFORE THE OIL CONSERVATION COMMISSICN
OF THE STATE OF NEW M XICO

IN THE MATTER OF THL HEARING

CALLeD BY THE OIL CONSERVATION

COMMISSION OF NEW MEXICO FOR

THE PURPOSLE OF CONSIDERING:
CASK NO, 710
Order No. R-Jf‘/

THE APPLICATION OF EL PASO NATURAL GAS
COMPANY FOR COMPULSORY COMMUNITIZATION
OF THE E/2 OF SECTION 8, TOWNSHIP 31 NORTH,
RANGE 10 WEST, NMPM, SAN JUAN COUNTY,
NEW MEXICO.

CRDER OF THE COMMISSION

BY THE COMMISSION:

This case baving come on for hearing at 9 o'clock a.xs. om
May 19, 1954, at Santa Fe, New Mexico, before the Oil Conservation
Commiseicn, herecinafter referred to as "Commission''; and the Comae«
mission having heard all testimony offered, permitted interested parties
to file written briefs on or before June 15, 1954, and written briefs were
filed om behalf of E1 Paso Natural Gas Company, Saul A, Yager, Morris
Miasel, Marian Yagcr. Morris E, Glmp and Sam Misel. .

NOW, onthis /< a., of December, 1954, the Coumlnlo-.
& quorum being present, baving considered the records and testimoany 1:_-;.‘%
adduced and the written briefs filed by the pntton. and being fully ulvlnd
in the premises,

FINDS:

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

2. That Applicant, E1 Paso Natural Gas Company, Delhi Ol
Corporation, Beaver Liodge Cil Corporation snd Brookhaven Oll Company -
were, on August 25, 1933, the owners of the entire working {nterest under -
oil and gas leases covering the E/2 of Section 8, Townahip 31 North, lmc
10 West, NMPM, San Jusn County, New Mexico, containing 320 scres of
land, in the shape of a rectangle, and constituted the E/2 of said Section
8. :

_ 3. That the /2 of said Section 8, Township 31 North, R&ng.
10 West, NMPM, is situated within the Blanco-Mesaverde Gas Pool as .
designated by the Commtission, T

4. That by its Order No. R-U0 the Commission established
a uniform spacing pisn for the Blanco-Mesaverde Gas Pool, said plan
providing for drilling units of not less than 320 acres of land {n the shape
of a rectangle, and provided further that ""the pooling of properties or
parts thereof shall be permitted, and if not azreed upon may be required
in any case when and to the cxutent that the smallness or shape of &
separataly ownod tract would, under the enforceraent of the urifovm
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spacing plan of proration units, 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 ia 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) acres of land, more or less, according to legal subdivision of the
United States Land Surveys, in which ucit all the interests are consolidated
by pooling agreement or otherwise and on which no other well is completed
or epproved for completion in the pool," -

6. That on August 25, 1953, a Notice of Intention to Drill
(Form C-101) was approved by a duly authorized Commission Oil and Gas
Inspector, said Notice of Intention to Drill having been previously filed
by the Applicant, E]l Paso Natural Gas Company, and permission was
granted to drill a well to be known as the Marcotte Pool Uait No. 1 Vell
to be located 1650' from the North line and 1650' from the East line of saild
Section 8, Township 31 North, Range 10 West, NMPM, San Juan County,
New Mexico, said well to be drilled to the Mesavardc formation, and said
Notice of Intention to Drill designated the E/2 of said Section 8, Township
31 North, Range 10 V'est, NMPM, as the designated drilling unit as provided
{in Order R-110; that drilling operations were commenced {n sald well on
August 30, 1953, and the well completed on October 11, 1953, in the Mesa-
verdec formation with an {nitial 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 satd
Mesaverde Gas Pool and to appropriate the production for themselves,
and that all of said owners agreed to pool or communitize 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 tae owners
ss a drilling unit complied with Order R-110,

9. That the agreement entared into by said owners to pool
or communitize their oil and gas leases covering the E/2 of said Section
8, Township 31 North, Kange 10 West, effectively created a comnmunitizod
or pooled unit comprising the £/2 of said Section 8, and that the approval
of the Notice of Intention to Drill by the Commission's Inspector effectively
approved such commuritized 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 ts 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.

ILLEGIBLE]
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IT IS THERZFORE ORDERED:

That the E/2 of sald Section 8, Township 31 North, Range 10
Wast, NMPM, be and is bereby recogniced as 8 commuritised or poaled
tract effective August 25, 1953, and at all times thereafter, and that such
pooling or communitization be and it {s hereby in all things confirmed.

STATE OF NEW MEXICO
OlL CONSERVATION COMMISSION

EDWIN L. MECHEM, Chairmaa
E, 8. WALKER, Member

W. B. MACEY, Member and Secretary

SEAL

ir
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This agréement, xads and entered into ;!,hia
Ac Do 1951, by and between ERCUKHEAVER OIL ..ML”T, g2 Dulavera cormorsilon
{hereinafter referred to s "Brookhsven" !, whoBa Wilro3z fa #Mwsi Katicaal
Bsnk Puilding, Albucuerque, New Mexico, snd SAN JUAN TRFGICTIR CBPINT,
Dslawere corporation (hereinafler referTal to as "lan Jusn®?), vrous addrosa

is 1210 Bassett Tower, El Paso, Texas,

¥ ITHRESSETH:

YHEREAS, Brookhewen is lessees or assigpes of oil e gus leases from
tha Inited States of America as lsegsor, or from ths State of Bew Merico as
leccor, upon certaln tracts cof land located in San Juan Coumiy, few Mexdco,
which leases and the “racts of land covered thevebty are fully described in
Exhibit #A", attached hereto, and which are hereirafter referred to as "said
acreage™; &,

WHEREAS, the resties desire to provide for ths development of sald
acreage by San Juan, and the assigmment ol rating rights in seid a;x‘easn
from Brookhaver to San' Juan.,

ROW, THEREFCRE, for and in consideration of the xutual covenants and
agresments herein contained, the receipt and sufficlency of uhich are hereby
acknowledged, it is agreed by and between Brookhsven snd San Juan as fallows:

1. Within £i%teen (15) days after the execution of this agreement, |
Brookhaven shall furnish to San Juan abstracts covering the serial records
of New Maxico District Land and Swrvey Offioce; Buresm of land Management,
Santa Pe, New Msxico, as to any lease or leases exscuted by the United States

as lessors, and sbstracts covering the records of the (Office of Commdlssioner

ILLEGIBLE!




of Fuplic lands, Santa Fu, Nnv Mxlco, as 1o ary lsaiss or Isasss svscuted trr
e State of New Maxlen s lessor, end, a# to each characler of lsame, v
adetrsct covering thoe racords of Ssa Juan {cunily, How Merico, showing good

wi%la vested in Broskbevan in en! ta the Zeasshcld satata, gublzet wely -

the terna and conifiions of the oripls isrres, %o ke ragulatliers wuden
volch pefd leasss were Zesued, and o ‘s everridl.g royrlilaen wowed el ig

Y
bl

s San Juer shsll cevso its slermmeys Lo mele prrart srarluail v of
suck estatracts and o woint out by writtan uslcdos Wiin ten (150 Ziww af
receirt of gbstracziy any dafacls ar oblsciicrs o ke 2143, Praortarea
shall mrocsel to cure ush defarts by usa 0f reacsadla ilgenoag, I Praok..
havanie title 48 aporowed by San Jusnt's atiorasry, the Cressileg £ cssmsnt
sattacisad hereto amd merkel Extibit *77, whioh has been srusitad and dsliveced

by Brsokhaven ard fan Jrsw, ahall become sflective frmodistely. T custim

ecllce: 18 requirsd end Frookhevon =reg cdsfects 12

{90) cers, or if dwiry such perind San Juan's attormese azcapt 3 titla
tendsres, tha Opersiing Ag~esmcnt (Extiblt "5¥) 2hall Iacome £ %G 'Ive Lo .
dlatel; . If Brookhryen falls to cure any dofecte sp hs lasma frow ibe
United States snd Jen Jusn doss uob accepti the tilla as terderel widin el Sy
(9C) dage= after the date of written oplnion, ther this rgrewvmert phall by
le~minated and neither party shsil be under any liabil Ly to e olber Yy
resson laerecf, but if the title to leass from the T/ tad Ciaies b X Yo
and title to leames from tha Slate cf Raw Maxfco be relscied, iher tlm
Operating Agreement shall bacome offective az to ioe lsass £ 00 Loe halied
States. If titls tc cne or more State of Sev Myxlco lesmen be rejsTiad

then San Juan may refuse all State of New Mexico leases.

e

ILLEGIBLE




IN WITRESS WHERZCF, this agreement has been executed by the parties
Beroto the day and year first above written.

BROOKEAVEN OIL COMPANY

ATTEST ¢
Wenr @ st 5y %/f@/&/%{/
AysrSecretary President

SAK JUAN PRODUCTION COMP

ATT!ST: v /
_ L::L;;zn R By, Z ?é/ {/L/é%,

S 2asl Secretary Vice President

STATE OF NEW MEXICO )

COUNTY OF BERNALILLG )
o B

On this the Z/ ;@/‘ day of __ i eeg i M/ » 1951, before mes personally
appeered __ /si4d O n.(ddd, X0, to ®e personally known, who,
after being by me duly sworn di¢ say that he is t.he President ef
BROOKHAVEN OIL COMPANY, a corporation, and that the seal affixed to the fore-
going instrument is the carporate seal of seid corporation and that said
instrument was signed and sealed in beh,alg of sa,i.d cotporatiog by authority
of its Board of Directors, and said _% . .
acknowledged said instrument to be the free act a.nd deod of ‘said corporation.

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

‘ W ocemission expires:

i e gl

STATE OF TEXAS

s Nt N

COUNTY OF EL PASO

On this the day, of /’E&—»/t{c » 1951, before me personally
appeared & Jufem s to me personally known, wvho, after
being by me duly sworn did say that he is the Vice President of BAI JUAI
PRODUCTION COMPANY, a corporation, and that the seal affixed to the f
instrument is the corporate seal of said corporation and that said instrument
was signed and sealed in behalf of sald corporation by euthority of its Board
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of Directors, and said P PR  wcknorledged
satid instrument to be the froe sct and dead of ead ernperation,

I¥ WITNESS WHEREOF, I bave heretnte set my Land sud affizad wy aficlal
seal the day and year in this ocertificaze first sbovs writtan.

My cessission expiras: y
IR - R | . '.
Nth o r AN MR 1Y //// f 4//.”&,
ey Rotary Pub .Lic, %1 Pugf"mnty, Tecns
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LEASES SUBJECT TO FARMOUT AZHEEMEFT UDATE

JIEHD

Fodoral Leese - Santa Fe Serial No. 078604
Lsssee: Prookhaven 041 Ga'many
Description: Lots 1, 2, 3 SENEY, SHTWE fec. 3;

D%S'wi "w,,Sn‘ Sec. 4; NRSBE £nd SkpSei,
ﬁt Sec. 3; BANWE, SWiRuE Zea. 9
, EANwE, SWiNwt, Wedoui, xks:_¢ c.ac 7
u)wnsh p 31 Yorth, Range 10 Hasi, N M7 .M,

NWf, wis&%, BASEL See. 2%5 Bh Sen, 11
uls&t REASE Sec, 325 SWHRE Sec, 135
B, SE};N‘&* EslWE Sec. 24, Trwnshdp 32 Rorld,
Range 10 West, N M.P.M,, Zun Jumn Ceuanly,
Nsw Mexico, containing 2443.0% acres, morTs or lzgs,
“ate of Issue - May 1, 1948
Tzrmination Date - 1, 1958
Cverriding Royalty Interest - 1/2 of 1% to Jjusaph O, Mo (laflsriy

o _leasas ~ lesses for all of the following Ia Rrockhaven (il Compesy

.&'_Ls&__ﬂomemi-ﬂ

2tate lesse Ko, B-11318.27

Description: NWiSW{ Section 16, Township 31 Fourlh, Rarge
10 West, N .M.P .M., San Juan Somnty, Few Maxico,
containing 40 acres, more or less

Date of Issva: June 26, 1544,

termination Date: Jume 26, 1954

Overriding Royeliy Interest - 3% to H. Rummel andereon

ar Loase No. 1154

State lLeass No. B-10405-40

Lescription: SE{NW¥t Section 16, Township Z1 Worth, Rangs
10 West, N.M.F,M., San Juan Co'tm‘cy, iew Maxico
containing 40 acres, mure or lass.

Dete of Iseue: June 24, 1343

Termination Date: Jume 24, 1953

Overriding Royalty Interest - 3% to Sam Swif? and Viviaan Swift

{ o

State Lease No, B~11124-18

Desaription: SEENE{ Sectiom 16, Township 31 Horih, Rengs
10 Weat, N.M.P.M,, San Juan County, New Msxico
containing 40 acres, more or lese.

Date of Issue: March 21, 1944

Termination Date: March 21, 1954

Overriding Royalty Interest - 3% to Stanley Pencoske and
Genevieve Pencoeke

ILLEGIBLE]



EXHIBIT A
LEASES SUBJECT TO FARMOUT AGREEMENT DATED NOVEMBER __ X 7, 1951,
Pags 2, T

State leases (Continued)

State Lease No. B-10405-42

Description: SWiSE} Section 16, Township 31 North, Rargs
10 West, N.M.P.M., San Juan County, New Mexico
containing 40 acres, more or leas.

Date of Issus: June 24, 1943

Tormination Date: Jume 24, 1953

Cverriding Royalty Interest - 3% to George B. Padsackar end
Margaret Radeackar

Our lease No, 1159
State lease No. E-70-14
Description: SE}SWE Section 16, Township 31 North, Ranys
1C West, X.M.,P.M,, San Juan Counly, New Maxico,
- eontaining 40 acres, mors or less.
Date of Issue: PFebruary 1, 1945
Termination Date: PFebruary 1, 1955
Overriding Royalty Interest - 3% to Herman F. Schorage

Our lesse No, L-16]

State lease No, E~286-13

Description: NWSE{ Section 16, Township 31 North, Range
10 West, N.M.P.M., San Juan County, New Maxico
containing 40 acres, more or lsss.

Date of Issue: April 26, 1945

Tormination Date: April 26, 1955

Overriding Royalty Interest - 3% to (liver Griffin

Our_Leage No, [~1%0

State Lease No, E-286-1,

Description: NW{NE{ Section 16, Township 31 North, fazge
10 West, N.M.P.M., San Juan County, Bew FKsxico
containing 4O acres, more or lees.

Date of Issue: April 26, 1945

Termination Date: April 26, 1955

Overriding Royalty Interest - 3% to Estats of Lewis Sammel
Ulmer, deceased




ETHIBIT "B"

OPERATING AGREEMEGRNT

This agresment. aie and entered into this __277%  day of

Njovember o+ ..~ U. 1951, by and be‘ween BROOKHAVEN OIL COMPANY,

a Delaware corporation (herein&fter referred to as "Brookhaven") whose
a’dress is First National Bank Bullding, Albuquerque, New Mexico, and SAN
JUAK PRODUCTION COMPANY, a Delaware corporation (hereinafter referred to
as "San Juan"), whose address is 1010 Bassett Tower, El Paso, Texas,

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 Mexico
as lessor upon certain tracts of land located in San Juan County, New Mexice,
which leases and the tracts of land covered thereby are fully described in
<xhibit "A" attached hereto, and which are hereinafter referred to as "gaid
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 hersof, and to provide fér X~
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
hsreby acknowledged, it is agreed by and between Brookhaven and Ser Juan
as follows:

1, Assignment of Operating Rights. Brookhaven hereby transfers
and assigns to San Juan operating rights on and designates San Juan as

Operator of said acreage.

ILLEGIBLE




2. Additional Assigmments,

a. Upon the written requesat of San Juan, Brookhaven shall
sxscute and deliver such appropriate requests, bonds or other agreemen’s us
may be required by the Bureau of Land Management, to snable San Juan to pro-
ceed with drilling operations hereunder as to any part of sald acreags
covered by lease from the United States of America. Until Brookhaven shall
have been relieved from the liability of such bond, San Juan shell mave,
hold and protect Brookhaven harmless on account of all 1liadility arising
from or groving out cof such bond or from liablility on sald bond for carrying
on exploration and development operations thereunder, and 3an Juan shall
initially pay all premiums in connection therewith and furnish an Indesnity
Agreement to the Bonding Company. The liability of San Juan under the In-
demnity Agreement specified im this paragraph shall include court costs,
expenses and attorneys' fees incurred by Brookhaven in defending any action
under the bond or in enforcing the Indemnity Agreenent against Sen Juan,

b. Eroockhaven shall execute, deliver, file and request appre-
val of assignments to San Juan and Brookhaven jointly as lessees as to any
part of said acreage covered by lease from the State of New Mexico. A copy
of this Operating Agreement shall be filed in the Office of the Commissioner
of Public Lands of the State of Few Msxico to evidence the respective in-
terests owned by the uci#noo in said leases.

¢. In the avent, pursuant to the terms of this agreement, San
Jaan 18 required to reassign any of said acreage covered by lease from the
State of lcv Mexico, San Juan shall execute, deliver snd make request for
tpproyjl éf 2]l inatruments required to revest title to the reassigned screage

in Brookhaven.
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d. Insofar as the Federal lease is concerued, this agreemeat
shall not be construed as an assignment of the lsass, but only as an operating
agreement and contract.

3. Operator's Obligations tc Lsssors. OSan Juan agrees to perform
all terms and conditions required to be performsd by the lessee undar the
terms of each of said leases and to pay before cslinguency (to be included
in operating costs) all rentals required 4c bs paid to ths lassor under the
terms of each of said leases, and toc comply with all applicable 2nd anf‘ai
requiremants of tha lesaors or cf govermmental asysncies having jurisdietion
of operations conducted upon said acresge; providad that San Juan may re-
lieve {tself of further obligaticns under this section as to any part of
said acreage by executing and delivering to Brockhaven a resssigmment or
relingquishment of all San Juan'’s right, title or interest in or to much
pert of said acrsage prior to any defawlt or delinquancy and at least ninety
(90) days prior to termination of the primary term of any lease.

4. Operator's Drilling Obligationms.

¢, San Juan shall select a drilling site upon said acreage
and shall commence and prosecute diligently drilling operatiouns thereon
for a Mesa Verde well, as hereinafter defined, within sixty (60) days from
the effective date hereof (which well is hersinafter termed "first well®).

b, San Juan shall complete drilling & minimum of four (4)
Mesa Verde wells (including the first well) during the first twelve (12)
months' period beginning with the effective date of this Operating Agree-
ment, and, thereafter, San Juan shall complete drilling a minimum of four
(4) Mesa Verde wells in each twslve (12) months' period until all é&rilling
sites bave been drilled. Any well completed as a producing well in a for-
mation lying above or below the Mesa Verde formation shall be deemed a

-3
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wsll coaplying with the provisions of Subsection 4a anmd of this Subsection
4b. 1! San Juan ortains production in a formstion lying above or below the
Miaa Verde formation which San Juan desires to develcp, San Juanr may postroue
drilling to the Mess Varde formation as long as San Juan shall complets
drilling a minimm of four (4) wells to the other formeation in each twelve
(12) months' period. After Sam Jusn hae drilled all evallable crilling
psites vhich it deeme desirabis to the othar formaticn, then San Juan shall
rosume drilling of any wells or deepenirg or plugging beck existing wails
to te:t the Mssa Verds formation, and shall complete driiling four (&)
wells to the Mesa Verds formaticn in esch twelws (12) wonths!' period untll
s totel of eightesn (128) Mesa Verde wells have bsss drilled, or shall re-
assign or relinquish the undrilied locations or ths rignts to all formetions
undriiled or nop-prodneing om those looaticns. 4 well éxrilied upon & com-

itised tract to which a part of saild acreage has besn committed shall
be deamed to be drilled upon sald screage whethsr actuslly located upon
said ecreags or upca olther tracts committed to the communitisation agrse-
ment. The drilling obligaiions specified in this Subdbsecticon 4b zhall not
be suspended or excussd by San Juan's inabllity to obtain caeing ard cther
Arilling and producing equipmenti.

¢. If no drilling site is svallable, and, after using good

faith efforts, San Jusn is unable to obtain exncufioﬁ cf a comampitizatioa
agresmant by adjoining leasehcld ownsrs in order tc provide a drilling aite,
then San Juan's obligation to drill as specified in Subsection 4b shall be
suspended for such time as no drilling site is availabie, and the period
of such suspension shall be added to the twelvs (17) months' period for

drilling a minimm of four (4) wells.




d. In sddition to the drilling obligation provided in Sub-
section 4b, San Juen syress to comnence the actusl drillirg of ea offeet
wall (as soon as a comminitization agreement cen be obtained when commmun-
itization is necessary to provide a drilling site) within GO days after a
producing well is completed upon & drilling aito which adjoins such un-
drilled drilling site on said acreage, This obligation to drill offset
wells in excess of 4 wells required by Subsection 4ib is further subject
to San Juan's obtaining sufficient allocation of casing to drill the wells
required by this Subsection 44. Any well drilled as an offsst well shall
be included and credited as a well drilled pursuant to the provisions of
Subsection 4b.

6. Any wells drilled in excess of four (4) in any twelve
(12) months' period shall be credited to San Jusn on ita obligations under
Subsections 4b and 44 in any subsequent twslve (12) months' period.

f. In the event San Juan fails to drill any well required
by this Section 4, and the drilling of which is nct excused as provided
herein, then San Juan shall reassign or relinquish to Brookhaven all of
said acreags except the rights in and to the formation on each drilling
site upon which San Juan has commenced or completed drilling operations.
The drilling site in the formation drilled upon which & producing well has
been completed shall be retained unless abandoned as herein provided. In
the event Brookhaven be entitled to reassigmment or relinquishment of any
tract or tracts hereunder; Brookhaven shall notify San Juan in writing
specifying the tract or tracts and the formations, upon which Brookhavea
claims San Juan is in default. If San Juan bas failed to comply with tho‘
drilling obligations of this Operating Agreement, then San Juan shall ex-

ecute and deliver to Brookhaven a relesase of this Operating Agreement as

ILLEGIBLE
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to such tract or *wacts and fcrmations, vwhich sizll conetitnte a ruassign.-
nent theréof, and shall reassign to Brockhaven ary lesss whica Brooklavau
has assigned to Sen Juan covering such tract or tracts and formations.

San Juan shall not'fy Brookhaven of 1ta intention rot *o drill an offsst
and reassign or relingquish as above provided wiihip forty-five (45) dave
after complation of a producing well requiring an offzet.

g. If, as # result of the fallure of San Juar to dvill an
offset well or wells, the Federal or 3tate govearrments shall require the
payment of>compenaatory royalty, it shall be paid by San Juan for its
own account.,

5. Ownership of Production &and Apportiomment of Coets,

a. A1l oil, gas and/or other hydrocarbon sutstances pro-
duced, saved and marketed from sald 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
all 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 ahar§ thereof. The production remaining
after payment of royalties, overriding royalties and taxes is hersinafter
termed "net working interest®.

b, San Juan shall furnish rig, labor, equipment and materials
necessary for drilling operatlons conducted hereunder ard, as Operator,
shall have authority to determine the location, depth, marner and methods
of drilling, completing and equipping sach well, Erookhaven shall have
acceas to the derrick floor of any well drilled by San Juan for the purpose
of observing drilling operations and shall be furnished promptly with copies
of all well logs, tests and reports including production reports obtained

Yy San Juan on each well,




c. B3ach of tha parties ruserves the right to recelve in kind
1ts respective share of oil, gas and/or othsr bydrooarbon substancse, pro-
duced from said acreage, together with right, individually, to sell or
direct the sale thereof for its benefit, and, in the event all partiss here-
to #ell or dispose of their respective shars of production to the sams pur-
chassr, each party hereto shall be entitled o rsceive directly from the
purchaser thereof its respective share cf th? procesde of sale of such
rrodustion; subjlect, howersr, to repayment of drilliag costs &2 provided
herein, Any oil snd/or gas used in drilling, operating or revorking wells
on said acreage shall be conasidered as furnishsd eaqually by the parties
herelo,

d. Out of tha proceeds of sale cf ths net working interest
prodaction from each well, Brookhaven shall pay to San Juan one-helf (1/2)
of Brookhaven's share of such production (25% ¢f nst working interest)
until Brookhaven has repaid to San Juan ome-hsalf (1/2) of the actual drilling
costs of each such well, btut production from one well shall not be used to
repay drilling coste of snother well. Brookhaven's share is further defined
aeg follows:

1. Broockhaven'!s obligations to pay drilling costs
upon & Mesa Verds well out of producticn ghell not exceed
Twenty-two Thousand Five Hundred Dollars ($22,500,00), or i
one-half (1/2) the estimated cost of Porty-five Thousand
Dollars ($,5,000,00) per Mesa Verde wsll., The drilling
costs of =sach well shall include drilling, installation
of casing, shooting or acidiszing, installation of fleld

separator, pipe line connections and separator, lease tanks

on oil, tubing, production head, lease production lines,




pumping equipment, if necessary, and all other equipment
and labor necessary for a completed well resdy to produoce;
but shall not include casing, which shall be furnmished by
San Juan without reimbursement from Brookhaven, The
attached Bxhibit "C* governs the accouniing procedures

%o be followed by the parties in aceounting for drilling
and operating costs,

2. In the svent any well bs drilled upon said
acreage to a greater or lesser depth than a Mesa Verde
well, the driliing costs (except casing to be furuished
‘'by San Juan) to be paid out of produsiion by Brookhsven
.shall be determined proportionately with the partiss agree-
‘ing upon & maxirum cost comparable tc ths maximum cost
of a Mesa Verde well, as dsfined in Secticn 5d1 atove.

8. San Juan agrees to meintain any producing well so as to
obtein maximum production therefrom in accordacce with the best recognised
procedure in the industry. 411 costs of operating and reworking wells
shall be paid equally by the parties; provided tha! Sen Juan shall consult
with and obtain consent of Brookhaven befcore irsurrirg any job expenditure
in excess of Five Hundred Dollars ($500.00},

£, Except as herein expressly provided, San Juan szhall pay
all of the costs of drilling and equipping said wells without any liability
or responsibility on the part of Brookhaven,

6, Abandornment of Wells. In the event San Juan desires to
abandon any drilling or producing well, San Juan shell notify Brookhaven

of such desire, and Brookhaven shall thereaftsr have a period of ten (10)

days in which to take over said well and pay San Juan the salvage value

54~ o
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of any casing in the well and the salvegs walue of sng other enuipeent preseutl
on the drilling site required for production of sald well if it has produced,
and thereby acquire the complete interest in all such equipmesnt, dsvelopment,
and production from sald well. If Brookhaven takes over said well and has
reimbursed San Juan for any portion of the drilling costs of said well,
Brockhaven's payment shall be reduced by the proportionate fraction of
such total drilling costs hereof, as defined and limited by Subsection 541
for which Brookhaven has reimbursed San Juan. San Juan shall also exsoute
a releass of this Operating Agreement or reassigmment of any leasehold in-
terest assigned to San Juan. If Brookhaven does not desire to acquire San
Juanfs interest in said well, then San Juan, as Operator, shall plug said
vell, complying with all 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 all of the casing, equipment and
materials thereof, If said well has produced, then Brookhaven shall bear
that proportionate part of the cost of plugging that Brockhaven's reimburse-
ment to San Juan for drilling costs bears to the total drilling costs, as
defined and limited by Subsection 541, 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 therewiths

&, Workmen's Compensation Insurance and Employer's Liability
Insurance as required by the laws of the State of New Mexico.
b. Public lLiability Insurance in not less than the amount

of $100,000.00 for injuries to one person and not less than 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 avtomotive
wvehicle 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.

A1l of such insurance so carried shall bs at the original expense
of San Juan, who shall keep all such insurance in force and effect at all
times vhil? operations ares conducted on the leass area., San Juan will
furnish Brookhaven with certificates of all such insurance so carried. In
addition to the above, San Juan shall require contiractoras to carry additional
insurance }s described in a, b and ¢ above, and will require such contrac-
tors to furnish certificates thereof to it of all such insurance so carried,

8, Pair Employment Practices., As to any Federal leases upon
said acreage, San Juan shall not discriminate against any employee or
applicant for employment because of race, creed, color or national origin
and shall require that an identical provision be included in all sub-contracts.,

é. Communitization. Brookhaven shall cooperate with San Juan in
obtaining éonaont of owners of leasehold interest on adjoining tracts of
land for the purpose of complying with spacing regulations, If San Juan so
requests, Brookhaven shall assign to San Juan, and, 1f required, to other
community perticipants an undivided interest in the state leasehold interests,
which assigument shall be subject to the terms of this Operating Agreement
and shall not be assigned by San Juan and the others, except as neceseary
to communitisation unless Brookhaven's consent be obtained. As to Federal
leasehold interests, Brookhaven shall take whatever steps are necessary sub-
ject to the terms of this Operating Agreement, to effect such commmunitisation.

10. RNon-partnership Provision. This agreement shall not create

a partnership between the parties, and San Juan, as Operetor, shall camply

-10-
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with all applicable laws and regulations of the State of New Mexico and of
the United States in operating said leases. As to Brookhaven, San Juan shall
be an independent contractor hereunder.

11, Approval of Govermmental Authority. This agreement 1is subject
to the approval of the Secretary of the Interior, or his duly authorised -
subordinate, as to any Federal lease. Unless disapproved by final administrz-
tive sction by either the Federal or Stats govermnment, and until guch dis-
approval, this sgreement shall be binding upon the parties. In the event of
any decision disapproving of this agreement or of any provision or any part
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 disapprorval.

12, Definitions,

Mesa Verde Well, By "Mesa Verde well™ is meant a well drilled to
test the deepest horizon 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 the Mesa
Verde formation,

Other Formations. Where wells to other formations are provided
herein the same standards shall apply.

Drilling Site. "Drilling site™ means such quantity of acreage
and legal subdivision as may be designated a drilling site by the New Mexiso
011 Conservation Commission, for a well to be drilled to a specified for-
mation,

13, Notice. All notices to be given hereunder shall be deemed
sufficient when notice is deposited, postage paid, in first class, United

States mail, addressed to the parties as follows:

- ILLEGIBLE
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Brookhaven 011 Company
Post Office Box 644
Albuquerque, New Mexico

San Juan Production Company
Post Office Box 1492
El Paso, Texas

Either party may, from time to time, by notice in writing to the
other designate another address for the glving of any such notice,

14. Forcs Majeure, Time shall be of the essence of ihis sgree-
ment, Except as herein othervise expressly provided, if either party be
prevented from performing the obligations of this agreement by cansas be-
yond the control of such party, including but nct limited to acts of the
elexents, fires, floods, earthquakes, war, ricts, civil couwmotion; aects of
the public enemy; repulations of governmental authority, embergoes, strikes,
labor disputes, weather conditions, and unmavoidable cesualties, then such
party shall not be liable for such failuras ego long as it resulis from any
ons or more of such causes,

15, San Juan may asaign this sgreemsnt to any of iis paremt or
subsidiary corporations bt no such assignment shall relieve San Juen of
its obligations hereunder, Otherwise, veither Sar Juan pcr any assignee
shall assign this agreement without the prior wriiten ccnsent of Brookievar,
It shall not be cousidered a breach of this svbssctiorn focr San Juan to in-
clude its interest herein under any morigage cr indenture given by it to
sscure a bond 1issue of San Juan or its affiliated compeny, X1 Paso Natural
Gas Company.

16, This agreement contains the extire contract of the partiss,
A1l prior negotiations, understandings, reprssectations and warrenties are
merged herein. Any modification, smendment or changs of thlas agreesent

shall be in writing, executed with the same formelities as this {nstrument.

- ILLEGIBLE




17. This contract is to be performed in New Mexico, All questions
regarding its validity, construction, interpretation, performance and all
other questions arising hereunder shall be detormined by the law of said
state,

18. This agreement may be executed in any number of counterparts,
each of which shall be and conastitute an original.

IN WITNESS WHEREOF, this {nstrument is executed the day and year

firat above written.

EROOKHAVEN OIL COMPANY

o s i

A w: 6T - Widﬁnt /

l.rtxw 2.0y Oae
M Secretary

SAN JUAN PRODUCTION COMPANY
s—/

:ldont

1 .-

e By - t/ /
ATTFST Vice Pres
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My cogmission expires:

STATE OF NEW- MEXICO

N S

COUNTY OF EERNALILIO )

On this the %~ /.q' day of _  sug s ias , 1951, before
me personally appeared ./ /.. A o callc o to me personally
known, who, after being byme duly swamn did say that he is the President
of HROOKHAVEN OIL COMPANY, a corporation, and that the seal affixed to
the foregoing instrument is the corporate seal of said corporeation and
that said instrument was signed and sealed in behalf of said corpomtiqn
by authority of its Board of Directors, and said
acknowledged said instrument to be the free act and dood of said corpor-
ation,

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

A

/J’ui"’dLv‘A/ "» (_/
' My commission expires: Rotary Publi€¢, Bernalillo Connt]i"
New Mexico
o b r’ | . /J(E\.:
STATE OF TEXAS )
) es
COUNTY OF EL PASO )
On this the :222 dgy oi‘/ /‘/WW“QL , 1951, before
me personally appeared AV & to me persomally

known, who, after being by me duly sworn did say that he 1s the Vice
President of SAN JUAN PRODUCTION 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 seeled in behalf of
ug.d ﬂ?rpo iqn by authority of its Board of Directors, and said

A Avrg acknovledged 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.

ounty, Texas

i MEEZ

Ne¢ .\l r‘. I : 5o L i ﬁlll I,Ttl“
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San Juan is a wholly owned subaidiary of El Peso Natursal Ges Com-
pany, a Delaware corporation. As a part of the consideration hereof and for
the 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 NMATURAL GAS COMPANY

ATTESTs 4 By Z

~ 7
3. s ‘)‘ /+ce Pregiden
S <7 —
Asoistaxt, etary
/ 4
STATE OF TEXAS )
) se
COUNTY OF EL PASO )
On this the 27 aay ot [ipeg e , 1951, before ne
personally appeared 4%../»«/ , to me peroqmlly known,
who, after being by me duly sworn did/say that he is the _/_cc¢ Prosidont

of EL PASO NATURAL GAS 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, ui,g col/‘poration by
suthority of its Board of Dirsctors, and said _  _“

acknowledged said instrument to be the free act and deed of #41d eorporetion.

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

N P
St uj.té(,za«f
My commisaion expires: Botary Public, Bl Pasg/County, Texas
& arpr £ v/ o
s LA’ ' v oY T a%

' v T ocagit . & 1, 1553
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Form No. 3-84
(Modeled after PAS0-1949-1)

EL PASC NATURAL GAS COMPANY

EXHIBIT mCn

Attached to and made a part of _Farmout Agreement

dated Noverber . 1951, by and betweern Brookhaven
011 Company and San Juan Production Company

ACCOUNTING PR OCEDURE
(Unit and Joint Lease Operations)

I. GENERAL TROVISIONS

DEFINITIONS

The terr "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 term "Operator® as herein used shall be construed to mean the party
designated to conduct the development and operation of the leased prerises
for the joint aceount.

The terr "Non-Operator" as herein used shall be construed to mean any one
or more of the non-operating parties,

STATEMENTS ARD BILLINGS
Operator shall bill Non-Operatsr on or before .45 days after the last ‘day of
each month for its proportiommte share of costs and expenditures during the
ronth. Such bills will be accorpanied by staterents, reflecting the total
costs and charges as set forth under Sub-Paragraph B below:
A. Statement in detail of all charges and credits to the joint account, I
B. Statement of all charges and credits to the joint account, sumrarized
by appropriate classifications indicative of the nature thereof, i
C. Statements, as follows:
(1) Dpetailed statement of material ordinarily considered controllable
by Operators of oil and pas properties;
(2) Statement of all 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.

PAYMENTS BY LON-OPERATOR

Each party shall pay its proportion of all such bills within fifteen (15)
days after receipt thereof. If payment is not made within such time, the
unpaid balance shall bear interest at the rate of six per cent (6%) per
annur until paid.

AUDITS

Payment of any such bills shall not prejudice the right of Ron-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 any such
calendar year, unless within said eighteen months period Kon-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 adjustrent within
such period shall establish the correctness thereof and preclude the filing

of exceptions thereto or the making of claims for adjuctment thereon, A
Non-Operator, upon notice in writing to Operator and all other Non-Operators,
shall have the right to audit Operator‘'s accounts and records relating to

the accounting hereunder, within eighteen months next fallowing 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 exceptiom

to and make any and all claims on Operator, The provisions of this paragraph
shall not prevent adjustrents resulting from the physical inventory of property
as provided for in Section VI, Inventories, hereof.
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II. DEVELOPMENT AXD OPERATING CHARGES

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

RENTALS AND ROYALTIES

Delay or other rentals, when such rentals are paid by Operator for the joint
account; royalties, when not pald direct to royalty owners by the purchaser
of the o0il, gas, casinghead gas, or other products.

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

MATERIAL

Material, equipment, and supplies purchased or furnished by Operator, for use
of the joint property. So far as it 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:rplus stocks shall be avoided.

MOVING MATERIAL TO JOINT PROPERTY

Moving material to the joint property from Vendor's or from Operator's were-
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 joirt account for a
distance greater than the distance from the nearest reliable supply store or
railway receiving point where such material is available, except by special
agreement with Non-Operator.

MOVING SURPLUS MATERIAL FROM JOINT PROPERTY

Moving surplus material from the joint property to outside vendees, if 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.

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

DAMAGES AFD LOSSES

Damages or losses incurred by fire, flood, storm, or any other cause not con-
trollable by Operator through the exercise of rsasonable diligence, Operator
shall furnish Non-Operator written notice of darage or losses incurred by fire,
storm, flood, or other natural or accidental causes as soon as practicable
after report of the sare has been received by Operator.

LITIGATION, JUDGMENTS, AND CLAIMS

All costs and expenses of litigation, or legal services otherwise neceassary

or expedient for the protection of the joint interests, including attorney's

fees and expenses as hereinafter provided, together with all 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 evidence
for the purpose of defending against any action or claim prosecuted or urged
against the joint account or the aubject matter of this agreement,

A. If a majority of the interesta 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 cosmensurate with the
services rendered may be made against the joint account, but no such charge
shall be made until approved by the legal departrent of or attorneys for
the respective partiss hereto.

B. PFees and expenses of outside attorneys shall not be charged to the joint
account unless authorized by the majority of the interests hereunder.

TAXES

A11 taxes of every kind and nature assessed upon or in comnection with the
properties which are the subject of this agreement, the production therefrom
or the operation thereof, and which taxses have been paid by the Operator for
the benefit of the parties hereto.

P
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INSURANGE

Fremiums peid for insurance carried for the bensfit of the joint sccoumt,
together with all expenditures incurred and paid in settlement of any and
all losses, claims, damages, judgments, and other expenses, inoluding legal
services, not recovered from insurance carrier.

DISTRICT AND CAMP EXFPENSE

" A proportionate share of the salaries and expensss of Operator's Distriet

13.

Superintendent and other general district or field employees serving the
Joint property, whose time is not allocated direct to the joint property,

and a proportionate share of meintaining and operating a distriot offioce

and all necessary camps, including housing facilities for employees if neces-
sary, in conducting the operations on the joint property and other leases
owned and operated by Operator in the same locality. Such charges shall be
appartioned to all leases served on some equitable basis consistent with
Operatarts accounting practice.

OVERHEAD
Overhead cherges, which shall be in lieu of any charges for any part of the
compensation or salaries paid to managing officers and employees of tor,
including the division superintendent, the entire staff and expenses the
division offioce located at _ Farmipgton, New Mpxico =, and any portiom
of the office expense of the principel business office located at

Toxas y but which are not in lieu of district or field office
expenses incurred in operating any such propertiss, or any other expenses of
Operator incurred in the development and operation of said properties; and
Operator shall have the right to assess against the joint property covered
hereby the following overhead charges:
A. During the period of drilling, pluggingback or deepening such amoumts

as may be allocated to each well from "Overheads during Construction® as

recorded on the books of the Operator.

B. $_25.00 per well per month for the first five (5) produoing
wlls.

C. $.20,00 per well per month for the second five (5) produeing
“u.o

D. § per well per month for all producing wells over
ten (10). '

E. In comnection with overhead charges, the status of wells shall be as followe:

(1) In-put or key wells shall be included in overhead schedule the same
as producing gas wells,

(2) Producing 0il wells shall be included in overhead schedule the same
as producing gas wells,

(3) Wells permanently shut down but on which plugging operations are de-
ferred, shall be dropped frowm overhead schedule at the tims the shut-
down is effected. When such wells are plugged, overhead sheall be
cherged at the producing well rate during the time required for the
pPlugging operation,

(4) Various wells may be shut down temporarily and later replaced om pro-
duction., If and vhen a well is shut down (other than for praration)
and not produced or worked upon for a period of a full calendar momth,
it shall not be included in the owverhead schedules for such menmth,

(5) Salt water disposal wells shall not be included in overhead scheduls.

F. The asbove overhead schedule on producing wells shall be spplied %o im-
dividual leases; provided that, whenever leasss covered by this agreement
are operated as a unitised project in the interest of eoonomic development,
the schedule shall be applied to the total number of wlls, irrespective
of individual leases.

G. The above specific owerhead rates may be amended from time to tims by
agreement between Operator and Rom-Operator if, in practice, they are
found to be insufficient or exceasive.

WAREHOUSE HANDLING CHARGES

A warshouse handling charge not to exceed eight per cent (8%) of cost of
materials. This charge shall apply only to materials issued from Operator's
wvarehouses and/ar storerocoms.




 nadt. Sl

’r.

' ’._,’;—-

e

14. OTHER EXPENDITURES

1.

2.

Any other expenditure incurred by Cperator for the necessary and proper
development, maintenance, and operation of the joint property.

III. BASIS OF CHARGES TO JOIRT ACCOUNT

PURCHASES
Material and equipment purchased ard service procured shall bs charged at
price pald by Operator, after deduction of all discounts actually received.

MATERIAL FURNISHED BY OFERATOR )
Material required for operations shall be purchased for direct charge to
Joint account whenever practicable, except that Operator may furnish sush
material from Operator's stocks under the following conditions:

4. New Material

(1) New material transferred from Operator's warehouse shall be prioced
f.0.b. the issulrg warehouse, This will includs material such as
tanks, rigs, pumps, sucker rods, boilers, engines and tubular goods.

(2) Material transferred from other properties of the Opsrator shall be
priced at original cost as recerded on books of ‘he COperator,

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 will be ir sound and serviceable
condition and suitable for reuse shall bs priced et criginal cost of
such material as rscorded on books of the Operator but shall net in-
clude any cost of reconditioning.

(3) Tanks, derricks, bulldings, and other equipment involving erection
costs shall be charged at original cost as recordsd on books cf
Operator but shall not include erection costs not spplicsable to
Joint account.

jos)
°

WARRANTY OF MATERIAL FURNISHED BY OPERAT(R

Operator does not warrant the material furnished beyond or back of the dealer's
or manufacturer’s guaranty; and, in case of defective material, credit shall
not be passed until adjustment has been received by Operator from the mamu-
facturers or their agents.

OPERATOR 'S EXCLUSIVELY OWNED FACILITIES

The following rates shall apply to service rendered to the joint account by

facilities owned exclusively by Operator:

A, Water service, fuel gas, power, and compressor ssrvice: At rates commen-
surate with cost of providing and furnishing such service to the joint
account as recorded on books of Operator.

B. Auntomotive Equipment: Rates commensurate with cost of ownership and
operation. Such rates should generslly be in line with schedule of rates
adopted by the Petroleum Motor Transport Association, or some other
recognized organization, as recommended uniform charges against joint
account operations and revised from time to time. Automotive rates shall
include cost of oil, gas, repairs, insurance, and other operating expense
and depreciation; and charges shall be based on use in actual service om,
or in comnection with, the joint account operations.

C. A fair rate shall be charged for the use of drilling and cleaning-out
tools and any other items of Operator's fully owned machinery or equip-
rent which shall be ample to cover maintenance, repairs, depreciatiom,
and the service furnished the joint property; provided that such charges
shall not exceed those currently prevailing in the field where the joint
property is located.

D. Whenever requested, Operator shall inform Non-Operator in advance of the
ratea 1t 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 purchase interest of Non-Operatar
in surplus new or secondhand material. Derricks, tanks, buildings, and 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 Pz

-
- w—a 0
Sk S

oo

chase same at the price offered or toc take Non-Operator's share in ¥inmd.

MATERIAL PURCHASED BY OPERATOR

Material purchased by Operator shall be creditad to tke loint aceowut and iz~
cluded in the monthly statement of operations for the month in whish the
material is removed from the joint preoperty.

MATERIAL PURCHASED EY NON.-OPERATOR
Material purchased by Non-Operator shall be invoiced by Operator and peid far
by Non-.Operator to Opsrator immedistely following receipt of invoice. The

Operstor shall pass credit to the joint sccount and include the same in the
monthly statement of operations.

DIVISION IN KIND

Divigion of material in kird, if made between Operetor and Non-Operstor, shall
be in proportion to their respsctive interests in such materisl. Each psrér
will thereupon be charged individually with ths value of the material reusiwved
or receivable by each party and corresponding credits will be made by the
Cperator to the Joint acesuni, and such credits shall sppear in the momthly
statement of opersticns.

SALES TO OUTSIDERS

Sales to outsiders of material from the ioint property shall be credited b
Cperator to the joint account at the net amount collested by Oparator frem
Vendee. Any claims by Vendee for defective material or o%herwiss ghzll ba
charged back to the joint account, 4f and when paid bty Cperator.

V. BASIS OF FRICING MATERTIAL TRANSFERRED FROM JOINT ACCOUNT

Material purchased by either Operator or Non-Operaiar or divide? iz Find,
unless otherwise agreed, shall be valued on ths following basie:

NEW FRICE DEFINED

New price as used in the following paragraphs shall bhava the same mesning and
appiication as that used above in Section III, "Pacis of Charges i~ Jolot
Account ¥

NEW MATERIAL .
Nev material, being new material procured for the Joint account but paver
used thereon, at originel cost as recorded on books cf Cperator,

GOOD USED MATERIAL
Good used material, being used material in acund and servicesble conditiom,
suitable for reuse without reconditioning, at originsl cost as rezurded om
books of Operator.

OTHER USED MATERIAL

Used material, being used material which after reconditioning will bs ssr-
viceable for ariginal functlion, at original cost as recorded ¢m books of
Operator. Any costs incurred in restoring materisl to serviceable conditica
shall be charged to ths Joint accommt.

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

TEMPORARILY USED MATERIAL

When the use of material 1s of a temporary nature a2nd its service to the
joint account doee not justify the charge to joint account as rrovided in
Paragraph 4 above, such material shall be priced st original cost as
recorded on books of Cperator.

VI. - INVENTORIES

PERIODIC INVENTCRIES
Periodic inventories shall be taken by Operator of the joint acoount material,
which shall include all such material as is ordinarily considered controllable

by operators of oil and gas properties.
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NOTICE
Notice of intention to take inventory shall be given by Operator at least ten
days before any inventory is to begin, so that Non-Operator may be represented
vhen any inventory is tacen.

FATLURE TO BE REPRESENTED

Failure of Non-Operator to be represented at the physical inventory shall bind
Non-Operstor to accept the inventory taken by Operatar, who shall in that event
furnish Non-Operator with a copy thereof,

RECONCILIATION OF INVENTRY

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

ADJUSTMENT OF INVENTORY

Inventory adjustments shall be made by Operator with 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.

SPECIAL INVENRTORIES

Special inventories may be taken, at the expense of the purchaser, wherever
there is any sale or change of interest in the joint property, and it shall
be the duty of the party selling to notify all other parties hereto as
quickly as possible after the transfer of interest takes place. In such
cases both the seller and the purchaser shall be represented and shall be
governed by the inventory so taken.

'} - l .' \. . ' RLIE A Y
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ASSIGNMENT OF QPERATING AGREEMENT

THIS ASSIGNMENT, made and entered into this JAY 2 1952 .
by and between SAN JUAN PRODUCTION COMPANY, a Delaware corporation,
whose address is Bassett Tower, El Paso, Texas (hereinafter called
"Assignor"), and EL PASO NATUKAL G4S COMPANY, a Delaware corpora-
tion, whose address is Bassett Tower, El Paso, Texas, (hereinafter

called "Assignee"),

-y Ak ep G cm aum e sme

That the undersigned Assignor, for and in consideration of
the sum of One Dollar ($1.00) and other good and valuable considera-
tion to it in hand paid by Assignee, the receipt of which is hereby
acknowledged, does hereby sell, assign, transfer, set over and
convey unto Assignee, its successors and assigns, subject to the
terms and conditions hereof, all Assignor's interest in and to
that certain Operating Agreement dated November 27, 1951 ,
by and between RIOGKHAVEN OIL COMPANY ’
as owners of leasehold interest and San Juzn Production Company as
Operator, wherein and whereby operating rights were granted to
Assignor under that certain oil and gas lease made and entered into
on May 1, 1940 ; by and between the United States of
America as Lessor and fonnie Marie MeClafferty
as Lessee, bearing Serial Number Santa Fe 736238 ’
in so far as said lease covers the following described land
situated in San Juan County, State of New Mexico,
to wit:
Townasnir 21 North, Ranre 1N West N,M. PN,

Seation 313
Section 34: m/A, B/2 A

oontaining 2MA1.0) scres, more or less

Seztion 1 y m m

g:&ghn '313 N i) 3K/ sw/h

Seeticn I h !“/h .

Section 17: /2 W8 SH/E IN/B, /B SH/A, N/2 SR/S
Tomship 32 North, Renge 10 Vest, R.N.P.K,

Section , W/5, W, ,

Seotion gg: /8, Mf2 SM/N, Bfe SE/A

Section 32: » WB/N SR/




TO HAVE AND TO HOLD unto the said Assignee, its successors
and assigns, subject, however, to the terms and conditions of the
original lease, the Operatiné Agreement, and to the following liens,
overriding royalties, charges, reservations and agreements affecting
the lease and/or the Operating Agreement:

An overriding royzity of cne-half of one per ;;:i‘(l 2 of 1%)

reserved Ly Sonnle Marie Covensy (
and B. J. 5av|a-v in assignment dated July 21, 1948, whish royalty

has becn asalgned to Joseph U. McClafferty.

In consideration hereof; Assignee hereby assumes the obligations
of Assignor contained in s5aid Operating Agreement.
IN WITNESS WHEREOF, this assignment is executed on the day and

year first hereinabove written.

SAN JUAN PRODUCTION COMPANY

ATTEST: y
P T
N /(‘71;CQ£22/:4 By (Z} L ST L s
’ Assistant Secretary Vice President
ASSIGNOR

EL PASO NATURAL GAS COMPANY

ATTEST: L g
| Z;Z\ 7 44;;2%?2%;27 :
By A

Assistght Seécretary

wymﬁé»faw'(" opfrased WA B.L.A ¥ W
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STATE QF TEXAS §
COUNTY OF EL PASO

. , /52
On this gﬁ?n4{' Zﬂay o@ié%%%%%%}, 1951, before me personally
appeared to me personally
known, who, after belng 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 1nstrument is the corporate
seal of saild corporation and that said instrument was signed and
sealed in behalf of said/gpr ra/gyn/by authority of its Board of
Directors, and said 4?9 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.
- /4; /aér{” ,(é' . Lj 4L4&t_/ -

My Commission Expires: Notary Public, Couffy of El Paso,
ROBERT E. HEYSER State of Texas

g far_El Paso County, Texan
My commission expires June 1, 19§88

STATE OF TEXAS §
COUNTY OF EL PASO

On this L day of\%;%%E%@r7~%951, before me personally

appeared C . - Chman to me personally
known, who, after being by me duly sworn did say that he is the
Vice President of EL PASO WATURAL GAS COMPANY, a corporation, and
that the seal affixed to the foregoing 1nstrument 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 C-C. Cuagan 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: Notary Public, Eounty of El1 Faso,

R. L. HAMBUIN State of Texas

Notacy Public,—ia-snd-fes—ElRaso-Oeuiy. Tasne

My commission expires June 1, 1953




