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ASSIGWMENT OF OIL ARD QA8 LEACZES

PRIVATELY OWNED LANIE

i ALL MER BY THESE PRESENTG:
That the undersigned, SUMRAY OIL CORPORATICN, a Delavars corporation,
the 4ddress of wvhich is First Hatiocal Bullding, Tulss, Oklahoss ( hereinafter

called Assignor’), for end in consideration of the sus of Tea Dollars ($10.00)

and other good and valuable consideration, the full receipt and sufficiency of
whizrz 1s heredy acknoviedged, does heredy sell, asaign, transfer, set over, amd
convey uat0 KL PASO NATURAL GAS COMPANRY, a Delaware corporstion, the sddress of
whics is Dussett Tower, Kl Paso, Texas (hareinafter called Assignes’), its suc-
cessors and assigns, sll right, title and interest of Assigner in and to those
certaic 01l and gas leases described in Exhibit A attached hereto and wmeds a
part hereof for all purposes, in so far only as such interests or rights per-
tain to the right to explore for and produce gas froz 20nes and/or farmetions
down to and ineluding the Mesaverde formtion, and sub ject to the exceptions
and reservetions hereinafter set fosth.

TS BAVE AND TO BOLD the same unto Assignee, its succeseors and sssigas,
forever, subject, however, %¢ the following:

1. In eaid leases there are excepted and reserved to lessors certain
royalties in the oil and gas produced from and under said lesses, snd in assign-
mnts of certain of said leases there is ressrved to the Assignor eertain over-
ridicz royaltiss, refereace deing mée to sald lesses and assignments for s nore
particular deseription of the terms thereo, and this assignuent is made ex-
pressly subject t0 such roysltiss and overriding royslties vith vhich said
leoases are pressatly dburdesed.

2. Assignor haredy excepts, reserves sad retains unto itaslf, its suc-
cessors and assigns, the fellowing:

A. An overriding royalty on Assignor's interest in all gas produced and
saved from the said leases and the lands included in save as follows:

(1) 5¢ pew mer (1,000 cubic feet) on all wuch gas produced and saved
during the first 3-1/3 years efter the date herecs.

(2) 64 par mef om all such gas produced and seved during the next 3-1/3
yeoars theresfter.
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(3) 7¢ per mcf on all such gas produced and saved during the next 3-1/3
years thereafter.

(3) 3¢ per mcf on all such gas produced and saved during the next one
Year thereafter.

(3) 9¢ per mcf on all such gas produced and saved during the next three
years thareafter.

(6) 104 per mcf on all such gas produced and saved during tbhe next one
year thereafter.

(7) Wot less than 10¢ per mcf on all such gas produced and saved there-
arter.

The volume of gas, upon which the overriding royalties described above
shall be paid, shall de cosputed upon s preseure dase of 15.025 pounds per
equare inch abselute and at & temperature base of €0 degrees Fahrenheit, and
shall be otherwvise computed in accordance with the specificstions prescribed
in Gas Msasuremsut Committes Report No. 2, dated May 6, 1935, of the Netural
Gas Departasat of the imerican Gas Assoeiation, imcluding the appendix thereto
end subsequent easndwsnts and sppendices from time to time. Proper carrections
sball be made for deviation from Beyle's lav, the specific gravity and the flow-
ing tempesratures of the gas produced bhereunder. Preper deduction siall be made
from such volumes for gas used in development end operation of the said lands
and for leoss &ue to shrinkags by reascm of extraetion of Xydrocarbdons from such
cas.

The overriding royalties specified ia (7) sbove shall in no event de less
than the smount stated theswein dut shall be arrived at as follows: approximate-~
1y ninety (90) Gays prior to the end of the first fiftesn (13) years following
the date hereof tie parties shall sttempt §0 sgree upon the amounts of such over-
rumgre;umarermmnw;-uu. If the yarties cgree upen such
overriding royalsies, then such amounts shall be the overriding royaltiss to be
received by Assignor hereunder for such period. If the parties cammot agree
upon such amounts, then such amounts shall e deterained by a doard of arditrat-
ors to be appointed as wovided in the agresment between the parties dated 3ey-
teamber 2¢, 1952, hereinafter menticned. The board of arbitrators in dsters-
ining the smounts of such overriding reyalties, shall base their decisiom on
the then valus of such gas st the well head, comsidering only quality sad pres-
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sure of gas, aggregate gquantity of dslivery snd the then current fisld mices
(of then nevly negotinted contracts) of gas in other fields coanected to or in
the area of any of Assigoee's pipe lines or gathering gystems or of any pipe-
line system to which any of /ssignee's pipe lines or guthering systems are then
connected and such other directly related pertinent ractors which said board
shill deem proper to consider in order to fairly deter:ine tue amounts of

such overriding royslties. The overriding royalties reserved by “sesignor
above shall be determined for sach five-year period sfter the tventieth ysar
following the date hereof in like manner to that provided adove for the five.
year period next following the fifteenth yesr efter the dste hereof, but In

nc event shall the amount of such overriding royslties be less than 1¢ per
sel.

B. An overridiag royzlty in the amount of thirty-three and ope-third
per cent {33-1/3%) of issignor's interest in all 11quid hydrocarbons whick may
be recovered or extracted Iroa gas produced fron the sald leads a1ad lecges.

At Agsignor's optlon, .esignee shall deliver to Assignor the fair sarket value
theress’ in cash. At all times prior to the completion of construction and
comencenent of operations by Assignee of s plant for extraction of such liquids,
Assignee shall pay to lssignor ia cash the estizated velue of thirty-three and
one-third per cent (33-1/3%) of all liquids produced vith or comtained in gas
produced from the said land and spplicable to issiguor's interest therein, re-
gerdless of whether such liquids are extracted from the gaa.

C.  All oil in, to and under the ssid lends and leases, together with
the right of ingress and egrecs to and from the leased premises for the parpose
of exploring for, producing and removing same sad construceing snd opersting
all facilities necessary ar sppropriate in connection therewith.

T« All gas and other hydrocarbom substances in, to and under the said
lends end lesse in all foraations belov the Hesuverds formation, together with
the rigot of ingress and egress to and from the leased preaises for the purpose
ol exploring for, producing and removing same and coastructing snd operating
all facilities necessary or appropriste in commection therevith.

3. The said overriding royalties and other interests excepted and re-
served herein are more fully dexcrided in a certain 011 and Gas Leage Sale
Agreemant between Assignor and Assignee, dated Septesber 26, 1952, and recordsd
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in the official records of the County Clerk of Sen Juen County, New Mexico, in

Volune ___, ™ge =, reference to vhich agreement and the record thereof
{s herchy made for all purposes, and the terns and provisions of which agreesent
+re all incorporeted herel:l by reference the same a5 thouzh set forth verimiim
ierein. In the event of ay inconsistency between the nrovisions of this ns-
sipament and seid 1 and Gas Lease Csle ‘sreement, the provistons of aafd il
nnd 3ny Lesase 33le Agreewent shall cortrol.,

L, For the seme consideration, ‘ssignur coveanants vith Asaigmes , its
succensors and assigns, that Assiznor will warrant and forever defend wnto is-
£inee, its successord and zssizns, the titie to tha eatlre interest of asignor

% 2ad to the said lands and leages purported to be assigned herein agninst any
person or persons claining or to claim sny interest thereia by, throigh, or
“nder Asaignor only.

2> Assignee, by its acceptance upon delivery - this assignmuent, war-
rants and egrees that it vill comply with all teras, provisions and conditions
31 the agreement dated eprember 2G, 1352, mentioned hareiasbove, and, subdject
1o the teras thereof, that it will comply witk al) obligations of ihe leases
hersby assigned and thet it hereby assumes and agrees to pay, ss and vhen the
same skall become dus nnd payadble, all royalty interests under the leases hereby
cssighed applicable to all gas and other hydrocarbons produced and saved by As-
signee,

LAUCUTED at Tulsa, Cklshowa, on this -~  dayof . . - . - .

ATTLET: SUNRAY OTL CUR™MRATICE

v /Vice "resident

el e P ST

§ e st
STATE OF OKLABOMA } " ped
88 bl
COUNTY OF TULEA

-~ Op /L/ ‘., of ‘“H7lcea i, 5 165 33, before nme appesred

N . Ml g, to ms personally known, who, being by me duly
sworn, did say that be Ts Vice President of SUNRAY OIL CRPORATION, & Delavare
carporation, and that the soal arffixed to said instrument is the corporate seal
of sald corporation and that said {nstruzent ves signed and seanled in behalf of
sald by suthority of its bourd of directors and sald

Ky S APl o, acknovliedged said instrunent to be the free act and
deed of said corporation.

P

w(/( -2
Notary Public in and ror m“ Couuty,
Ky coazisgion expires: Okl shoms

Ny cor v Tvion expires hov. 8 134 - I LLEG | B
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R -7/2-8
FRED C. KOCH

321 Westmoveemesomx Douglas
WICHITA, 2, KANSAS

August 5, 1953

El Pasc Naturel Gas Company
Tenth Floor - ocassett Tower
El Paso, Texas

ATT'N: SAM SMITH
Re: K £59-292L
De Jarnette Lease
sw/L NE/L; SW/4 W/l SE/L

Sec. 3-30N-10W
San Jusn County, New FMexico

Cormunitization E/2 3-30-10
San Juan County, New iexico

Gentlemen:
I hereby consent and agree to the Communitization of the above
location, and will be pleased to execute your standard form of
Communitization Agreement covering the above tract, when you
submit same, and provided it does not contain any unusual terms
and provides for participation in the unit on the usual
acreage basis.

Yours truly,

p. FRED C. KOCH

BY: C: Cf,C;4£¢~z/-\\

FCKoch/mb

?4;kie,~'Cd/4A;,#f'7/éld
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OPERATING s . EMENT
Koch Pool  : # 1

THIS AGREEMENT, made and ent- into this lst day of August, 1953, by and

between EL PASO NATURAL GAS COMPANY, » aware corporation, whose address is Post

Office Box 1492, El Pasc, Texas, her~ ier sometimes referred to as 'Operator’ ; and
Pred C. Xoch, and wife, Mary R. ¥ .0se address is 321 West Douglas, Wichita,
Kansas, herinafter sometimes ra i to as '"'Non-Operators' ;

SLINESSETH:

WHEREAS, :° < pari.es hereto are the owners of Certain 01l and Gas Leases,
which .wesvs GOVer, among other lands, the following described land in San Juan County,
New Mexico, to-wit:

Township 30 North, Range 10 West, N.M P .M.
Section 3: K/2 ¢
containing 320.68 acres, more® or less; and

WHEREAS, it is the desire of the parties hereto to enter into an Operating
Agreement covering the development and operation of the above described tract ss here-
inalter set out:

NOW, THERRFORE, in consideration of the premises and of the mutuasl covenants
and agreements hereinafter contained to be kept and performed by the parties hereto,

said parties do hereby agree as follows:

1. FORMATION OF UNIT

Yor the purposes hereof, it is agreed that the aforementioned leases, insofar
as they apply to the above described lands, sre hereby pooled and communitized to form
a unit covering only the Mesaverde formation in and under the lanmd described above. It
being the intention of the parties hereto in forming said unit to pocl and communitisze
all leases which they may now own or which they may hereafter acquire coverimg any
interest in the communitized unit. Such unit is crcatod by the Communitigzation Agreement
bearing the same date ss this Operating Agreement, executed by the owners of mineral
interesats in the land above described.

2. OPERATQR

El Paso Xatural Gas Company is hereby designated and shall act as Operator of
such unit in accordance with the terms and provisions of this Agreement. Operstor shall

-1-
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*nave fuii and complete management of the development and peration of ithe zald usmle f.r
acry Xes and associsted luguid hydrocarbons producible from the Heasverde Pormazion ss
ai sntirety, but Operator agrees that no well shall be commenced upon the smid unit. ea-
cent the well hereinafter provided f{c¢r, without the consent of Neoo-Operstors.

El Paso Natursg: Gma Compary azy re#igu a2 Upers. r at any time Ly giving
Lotice to esch Noo -Cpoereior m writimg #14ty {(80) cays In sdvence of the elfeciive
date of socn resignstion and, 1o gash event, Las workiig iriserast owners of s#:id uvnat
el imaneslixiely SClel? & SULIERED o Las eveni El Pgis alirrs Ak Jompacy ahall
el OT clnervise disnose Of gl 1TE interewt 13 ER1IG ULYL, The Slgoal o of opsrealion
hesetn sotscred shisll pot o wiih tue Leasasisy o sssigamer? (7 0l (nf&resl or WR
are L0 ne uensfil orf El Pean Hultural (ea Jompony 2 Asslgned . LU Son-UDecwl ook osp i B
Cake Neat lis o Jue Company 3 ABsighee Rhk:: iomeclately sele L 2 nNaw Onernlor

i !E:+L

Cpe g iy Ahmli ComBenve O CauUde O DLe commenced JddLliing wpsieliute {ur (Oe

peete o omovinl o 0f Lhe parties Lo etc and osnwis (hwrexlier Gri:l sald we!l [0 s Jelih
auliclen. (o (#3831 the Mesaverda formatinn. Uniess Sail, CELTOCY, cevil.es, fLeswiay
thv'e. poinoka;. water flow, ur impenstyal ¢ subatences are o Llitlers) - S8ld wel! KT

» asder dwplo The ys:slies herelo 3y 2i6C Mutuklly sgree "¢ Stdvonllaue artiliag
perall g £ 3 jemser epth. Upun complerion of satd werl, f 1t & & <ommercisal weli,

Gpermior anal cotify Non-Uperatcrs of the date said well i3 7red L. o 2 gas gatheriag

ir the wvent a weli capabie ©f producing gas 1n paying gusutities is shut in,
Upesxlor $ha:l immediately notify Non-Operators thereof; exceprt ttat Operator shall not
e ra Uira¢ 15 notify the Non-Cperators if the well should be ahut down for iimited
yusldp i 1me 1o order to halance production during pesk ioad peritods or for reasons
ot waking ms nhmuical repairs.  All production obtained from the unit ares and ail
nAaLe: % sn! equipment acquired hereunder for the joint account of the parties heretu
sta:: Le owred Dv the purties hereto in the proportions hereinafter specified in Arficlo
i .0 this Agreement .

4. 0STS AND EXPENSES

The wntire costs and expenses involved in drilling, completing a&nd operating
said weli, 1f said weli 13 a commercial well, or in plugging and xib:andoning 1f seid welil
12 « dry Fo+e ur non-commercial well, shall be Borne by the purties hereto, as fcliows:

El Pago Natural Gas Compapy---~---------84.4%
Fred C. Koch----------~~-----= e e 15.6%
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or ol the diarrict o?fice experses 1o thne Jeoin! &coCcunt B nrovided 1o pariagrepd L ooF
" rt . .
Section 1 ol s&id Exhibit A $a wtiachod hereto,; #md tois monihkly per sall L errnaad

I

raies $s¢ forta under paragreph 12 of Secticon 11 of said Aakinit TAT L ws mligcAsd Leise

to. srall he 1 lieu of sny (herges for any part of Lhs cowvpangetiog of gaie - len gL

te Cpesratoc’s pistrict Superintendeni and to other genarai 4istiict awpleysvy apnd shel!

Ye in lisuv of any charges fcr distirict office experses a3 wa:l as Opersior’'s divistios
P

P

office and principal busiress cffice expenses and of auy Largs for Zieid offilce and

ra
.

v

X

camp expenses, but shell not be In lieu of any charge for uny uert o compeneuntion,
salaries, and related expenses cf ény of Operator’'s fleld craw aand direct supervimica
of such crev directly engaged in ithe operaticn of Operator’'s wse,ls in ibe &res.

In the event of any conflict between the provisions contalned in the bordy of
this Agreement, and those contained in said Exhibit "A", the provisions of this Agres-
msnt shall govern to the sxtent cof such conflict.

In the event that COperator elects to require any Non-Operatosr fto advance its
proportionste share of the above mentioned costs and expenses, Operator shall submit am
itemized estimate of such costs and expenses for the succeeding calendar month to such
Non-Operator, showing therein the proportionate part of the estimated costsz und sxpenses
chargeadble to such Non-Operator. Within fifteen (13) days after receipt of said estimate,
such Non-Operator shall pay to the Operator its proportioaate share of the estimated costs
and expenses., If payment of the estimated costs and expenses is not made when due, the
unpaid balance thereof shall bear interest at the rate of six per cent (6%) per amnum

from the due date until paid. Adjuwstments betveen estimated and sctusl costs and ex-
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penses shuil be wade by Operator at the close of each talendar month and the account
of the respsctive parties adjusted sccordingly.

The well to be drilled on the communitized unit shall be drilled on 2 com-
petitive contract basis at the usual rates prevailing in the field. However, Operator,
if 1t mo desires, may employ its own ;ools and equipment; in such event the cost of
drilling ;hull include, but shall not be limited to, the following charges: (a) all
direct material and labor costs (b) a proportionate amount of applicable departmental
overheads and undistributed field costs (c) rental charge on company equipment employed;
2ll such charges to be determined 1in sccordance with Operator’s accounting practice, pro-
vided that, in no event shall the total of such charges exceed the prevailing rate in
the field, and such work shall be performed by Operator under the same terms amd com-
ditions as shall be customary and usual in the field in contracts of independeamt com-
tractors who sre doing work of a similar nature.

Operator shall make no single expenditure in excess of One Thousand Dolliars
($1,000.00) without first cbtaining the consent thereto of Non-Operator. The approval
of the drilliing of the well provided for hereinabove, however, shall ianclude all ex-~
penditures for the drilling, completing, testing and equipping such well,

5. RENTALS

Each party hereto agrees to pay sll rentsals snd/or shut-in royslty which may
become due under the lease or leases which such party is contributing to such unit here-
under, and Operstor shall not have any obligation to pay any such rentals and/or shut-
in royalty except as to the lease contributed by Operator. Each party further agrees
to use its best efforts to keep and maintain in full force and effect the o1l and gas
lease(s) contributed by such party to said unit.

8. INSURANCE

Operator shall at all times while conducting operations hereunder, carry and
require its contractors and their sub-contractors to carry insurance to protect amnd
save the parties hereto harmless, as follows:

A. V¥Workmen's Compensation and Employer's Liability Insurance sufficient to
comply with the Workmen's Compensation Law for the Btate of New Mexico.

B. Comprehensive General Public Liability Imasurance with limits of mot less
than $50,000 per person and $100,000 per accideat, and General Public Lia-
bility Property Damage with limits of not less than $30,000 per accident,

C. Automobile Public Liability Insurance includiag non-owned and hired automo-
bile endorsement with limits of not less thaa $80,000 per person and $100,000
per accident, and Automobile Property Damage Insurance with a limit of not
less than $50,000 per accident.
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tske aucrh gas for 1ts own use for rosale; shoulid gas be deliversd by either party duriag

eny pelod thet such other parsy or psrties have failed or refused to tske or sell ita

c¢r their gus, then the party reaceivipg or taking delivesy of the gas agrees tc account

to the ocher party or parties for its or their proporticnsie part c¢f the gas sc delivered,

&t tne price received at wellhead by such party, whichever is grestsr or,

£:14 by the receiving party, at the market price at the welluaead for said gsa, or

(2) 1f takexn

for 1ts own use or transported for resale by the receiving party, at the highest price

it is paying others i{n the ares at the wellhsad for gaa of similar quality and pressure

¢r, (3) 1t no such purchases sre being made by the receiving party, then st the market

price at the wellhead.

Any sales by Operator of Non-Operator’s production shall be omly

for sucbh reasonable periods of time as are consistent with the minimum needs of the in-

dustry under the circumstances, but in no event shall any such sale be for a period in

excess of one (1) year.
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property located thereon or used in connection therewiti. Operator sheil vili =ach Hom-

Operator for its proportionats share of such tax payments provided by the Accountipg

v "

Proceaure attached hereto ss Exhibit A .

11. RELATION OF PARTIES

The rights, duties, obligations and liabilities of the parties herstc skail
be several and mot 3joint or collective, it being the express purpose and iatention ot
the parties hereto that their ownership ia said unit shall be as tepants in commcn;
and nothing herein contained shall ever be construed as creating & partne:ship of uny
xind, joint venture, an associstion or trust or ss imposing upon any one Or more of
the parties hereto any partmership duty, obligatiom or l11iebility. BEsch party hereto
shall be individuslly responsible omly for his or its obligations, as set out 1n this

Agreement.




12, ACCESS TOU PREMISES, LOGE AND HEPORTS

Opsrator shsll kesp accurate logs of the well drilled on said wmit, wiich logs
saxli be xvellable et all reasonable timss for inspection by sany Kop-Operator. lipon re-
queat by any Non-Operstcr, Opsrator shkall furnish to such Hon-Operstor, & copy ol msid
logs, samples of cores and cutting of formations encountered, and slsctricel surveys
relative to the developamsnt and operation of said unit, together with any other infor-
m2tion whizh may be reasonsbly requestad pertaining to such well. Esch XNon-Operator
shall have access to said unit and to all books and reccrds pertainiang to operations
harsinder for the purpose of inspection at all resscnsble times,

33. BURRENDER, EXPIRATION, ABANDOMMENT OR RELEASE OF LEASE

No leass or lesses subject to this Agreement shall be surrendered, let to ex-
pire, absndoned or released, in whole or in part, unless the parties mutuslly consent
thereto in writing. In the event that less than all parties hereto should elect to
surrender, let expirs, sbandon or relesse 81l or any part ¢f a lease or leases subject
to thia Agreement and the other party or parties do not comsent or agree, the party so
slecting shall notify the other party or parties not less than sixty (80) days in ad-
vence of such surrender, expiration, sbandonment or release, and, 1if requested so to do
by the party not so electing, immediately shall assign without warranty to the latter
party all of its rights, title and interest in and to said lease or leases, the well or
wells located thereon, and the casing and other physical equipment in or on said well or
wells. 1f the party or parties not so electing fasil(s) to request sssignment '1th;n
suck sixty (60) day period, the party so electing shall have the right to surrender, let
expire, abandon or releass said lease or leases, or any part thereof. In the event such
assignment is so requested, the party or parties to whom such assignment is made, upon
the delivery thereof, shall pay to the assigning party the salvage value of its interest
in all the salvable casing and other physical squipment in or on the unit. After the
delivery of any such assignment, the party making the assignment shall be relessed from
and discharged of all the duties and obligations thereafter accruing or arising here-~
under, in connection with the operation and development of the unit, with respect to
the sassigned lease or leases.

14. LOSS OR PAILURE OF TITLE

In the event of the loss or tatluri of the title, in whole or im part, of any

party hereto, to any lease, the interest of such party in and to the production obtained

-7-
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in accordance with the provisions of the Accounting Procedure attached hereto as Ex-
hibit "A".

16. LAWS AND REGULATIONS

This Agreement shall be subject to all valid and applicable State and Pederal
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18. OPERATOR'S LIEN

Operator abhsli)l have an &xpress contract lien, which 12 bersdy grantsd, upen
ihe interesst of each Non-Operator in said unit, in tie gas or other minerals produced
from such unit and in the materials and equipment locatsd thsrecn, to secure the pay-
uwent bty said Non-Operator of its proportionate part of the costs and expenses incurred
or paid by Operator hereundsr, and interest, if any, accrued on such part. 8Such lien
may '+ enforced and foreclosed as any other contract lien. Morecver, Operator say to
the fuli extent of any indebtedness owed by it to any Noe-Operator, offset such debt
against sums owing to Operator hereunder by such Non-Operator.

18. NOTICES

All notices, reports and other correspondence required or msade necessary by
the terms of this Agreement shall be deemed to have heen properly served and addressed

if sent by mail or telegram, as follows:

El Peso Natural Gas Company
Post Office Box 1492
El Paso, Texas

ILLEGIBLE




Fred C. Koch
321 West Douglas
Wichits, Kansas

20. HEIRS, SUCCESSORS AND ASSIGNS

All of the provisions of this Agreemsnt shall extend to and be binding upon
the parties hereto, their heirs, successors and assigns, and such provisions shall de
deemed to be covenants running with the land covered hereby.

IN WITNESS WHEREOF, the parties hereto have executed this Agreemeat iz several

counterpart originals as of the day and year first above writteu.

ATTEST: EL PASO KATURAL GAS COMPANY

’ By
Assistant Secretary

ice President

E . :\: :] ¢ U

Fred C. Koch

Mary R. Koch

STATE OF TEXAS i
I
COUNTY OF EL PASO I
. 7N
On this_ 5" 7X = day of - , 1955, before me appesred R. F,

Steen, to me personally known, who, ing me duly swvorm, did say that he is the

Vice President of XL PASO FATURAL GAS COMPANY, and that the sesl affixed to the fore-
going instrument is the corporate seal of said corporation, and that said imstrument wes
signed and sealed in behalf of said corporation by authority of its board of directors,
and said H. PF. Steen acknowledged said instrument to be the free act and deed of said
corporation,

IN WITNESS WHERROF, 1 have hereunto set my hand and affixed my official seal
the day and year in this certificate first above written.

My commisston expires: ~— BN
WAPTRA B IVEY, : .

. ‘- ‘.‘) , ——
Notary Public, County \of R}/ Paso,
By commisrion erp-ras June |, 1957 State of Texas

Notary Pue! o, .+ 2né *or £l Paso Cauaty T 2%

-10-
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ACIOUNTING PROCEDURE
T AN JUGNT LEASE GSERATIONS)

i LFYERAL PROVISIONS
Iret-~, tox;
"the je=rm ot prepetty  as ceremn wsed &::11 be consiued to mean the subject area covered by the agreemamt
to wiuch ©a.e UAccourniing Precsaure” is attacped.
The sertn Uderator © as herein usad shail be construed to meur the party designated to conduct the development
an-. oowrston of the lessed preruses for ‘e jeint account.
Tre w-m un-Gperetor’” s herein used shald be cons rued to mean ary one ov more of the non-operating

parties.

Sistemant3 and Billings
Goereot shail bill Non-Operaioc or. or before (he last day of each menth for its proportionste zshare of coute and
expenditures during the preceding monin. Such bills will be accompamed by statements, reflecting the total
cos25 and charges as set forth under Sub-Paragraph . A below:
A Staten.e=n! 1n deiail of all charges and credits to the j int account.
B Statement of all charges ar.d credits to the joint account, summarized by appropriate classificaiions indica-
1ive of the nature thereof.
C Stiaterrernts, as follows:
{1) Detuiled statement of material ordinarily considered controliabie by Operators of oil and gas properties;
12) 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 Non-Operator .

Each party shall pay its proportian of all such bills within fifteen (15) days after receipt thereof, If paymaent
is not made within such time, the unpaid balance shall bear interest at the rate of six per cent (6% ) per annum
unti. pa:d.

Audits

Payment of any such bills shall not prejudice the right of Non-Operator to protest or question the correctness
thereof. All statements rendered to Non-Operator by Operator during any calendar year shall be conclusively
presumed to be true and correct after eighteen months following the close of any such calendar year, unless
within said eighteen months period Non-Operator takes written exception thereto and makes claim on Operator
for adjustment. Failure on the part of Non-Operator to make claim on Operator for adjustment within such
period shall establish the correctness thereof and preclude the filing of exceptions thereto or the making of
claims for adjustment 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 eighieen months next following the close of any calendar year. Non-Operator shall have six months nexé
following the examination of the Operator’s records within which to take written exception to and make any
and ajl claims on Operator. The provisions of this paragraph shall not prevent adjustments resulting frem the
physical inventory of property as provided for in Section VI, Inventories, hereof.

1I. DEVELOPMENT AND OPERATING CHARGES
Subject to limitations hereinafter prescribed, Operator shall charge the joint account with the following itemns:

Rentals and Royalties

Delay or other rentals, when such rentals are paid by Operator for the joint account; royalties, when not paid
: ’ . . ’ N en

direct {o royalty owners by the purchaser of the oil, gas, casinghead gas, or other products.

Labor, Transpertation, and Services

Labor, transportation, and other services necessary for the development, maintenance, and operation of the joint
property. Labor shall include (A) Operator's cost of vacation, sickness and disability benefits of employees, and
expenditures or contributions imposed or assessed by governmental authority applicable to such labor, and
{B) Operator's current cost of established plans for employees’ group life insurance, hospitalization pe;m
retirement, stock purchase, thrift, bonus, and other benefit plans of like nature, applicable to Open,tor'l f&
payroll; provided that the charges under Part (B) of this paragraph shall not exceed fimnparDEE X2500Ko! the
total of such labor charged to the joint account. tén and ene-half per

Material cent (104%)

Material, equipment, and supplies purchased or furnished by Operator, for use of the joint property. So far as
it is ressonably pnct::al and consistent with efficient and economical operation, only such material shall be
purchased for or transferred to the joint property as regitired for immediate use, and the accum i surplus
stocks shall be avoided ulation of

Meving Material to Jeint Preperty

Moving material to the joint property from Vendor's or {rom Operator's warehouse in the district freen
other properties of Operator, but in either of the last two events no charge shall be made to the j:nt .m&h
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.

ILL EGIBLE
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Mevizg Sarpius Macerial frem Inlat Propesty

Movning gurples materiai fromn the joint groperty o wataide vendees, if suid {.0.5. deslination, or MIinor refurns
ts Crerstor s warehouse or other storage polih Yo cherg» shali he mucs to the Joint accouni ‘or moving majar
surysux waterisl to Operator’s werehouse or niusr ylulaes poial {or o ¢y au~ grester than the distance to the
Dadret relsiie SUDPLY sioTe Or rallway raeiving point, zaiovstl by 3Pzl agreemga with Non-{perstor; and no
charge =hiall Lo made o the julnl meoovnt £37 mwvisg material to o her s Cnerties Deicndas ¥ 30 Operator, sxoept
by special sgreement with Non-iparaior.

Ues of Opiretes’s BEqalpment and Facilitiez
Use of and service by Operator's exclusively cwred =
Section Til “Uusis of Charges 1n Joint Account.”

igrur and fertities wa sromaded io Davesgyssh 4, of

Meromges and .oowes

Dauwsges of basses incurred by fire 7lood, riorm, O &1 ¢ Gliel caise rof convatialle by Tromralas 0r gn tha
er=roge o teasnnable diligence.  Operaior shall fm;s AN Non-Operatsr witlien noiee F !’wtsm ot iheses oTi-
curvad Dy Ree storm, Jlood, or strar natural or acciden vosbie &fte o it 67 e el
hew been reccived by Operalor,

Doauses a® sl

Litlgeitar, Jadgmenis, and Claims
ALY custg el expenses of liuigatice, cr ingal servires otnerwise rooenisr e Deolaciicg of e
cint itesects including atiorr 23 | fees and erpennes as nereirafler pooei e Witk al tudgreer.a abe
monen q;mn.u e joint gecount or the suntect ratier of thus asteemeent: aciyal ERRERR gt by aor st
revein securing evide woo for the prpose of defending agalint ary acton @ : P oseratel )’Kt*‘i
coount or the subject matier of ibis agiosy
L of the inieves's hersundsar shail 5 g5r
&Y be handled by the [egal staff of o ¢ or
tilhothe gervices rendered faay be made sgacuri the o S T T S
Lpreved by the legal derpartment of o attornevs tor the o pec.ive ;;.-- rUer h- r
8 s -ex 2nd evoensey of oviawde attornevs shall o e charged w the jrmng aceonr
seriy uf ine interestys hereundac,

AN lual th
A law

*"111'.' L‘i‘b"e-z‘.e .‘)ere

Taxe: ‘

Ad tavas of 2uary kind and natuce avseised P00 O Q5 comnecoen with ihe properties which are ths moaitecos of
tris agreemnesd, the produciton therefrom ¢ b cperztion thernsf, anid which taxes have L=en paid Lv ihe
Opevator In: the benefit of the partiss here.s.

imruizico

A Prearmjurmns pald for insurance carried for the benefit of the joint zcnount iogsther with all expenditures ‘n-
cuczed and paid in settlemen, of any and all losses, claims, damages, jucégiments, and other expenses, in-
vllding tegal services, nol recovered from insurance carrier.

B, I/ ro wrurance i3 requared tu pe cacned, ail actual expenditures incurred and paid by Opersior in sattle-
ment of any and &i lousses, ciairas, damages, judgments. and any oth.er expeises, including legsl wexrvices
3 R ) 103 P 1t
shail e charged to the joint account. See Paragraph 2, Article 4, of this Agresment

Digtricy and Camp Expease

A scgpettinnaie share of the salanes and expenses of Qperator’s Iistrict Sujerintendent and other gesesal

distriot L fwld employees serving the joint property, whose time is not allocated direct to the joint property,

and & propostionate shace of mantaining and operating a district offide and ail necessary camps, inciuding

noyszing facilities for emplcyees if necessary, in conducting the operations on ths joint property and other

leases owried and operated by Operator in the same locality. The expense of, less any revenue from, these
facilities shall include depreciation or a fair monthly rental in lieu of depreciation on the investment. Such

charges shall be spportioned to all leases served on socme equitable bixis consisvent w;thOpermrl accounung !

ﬂ"ﬁw TP I E NI ¥ Y -

Overbead

Cvernead charges, which shall be in lieu of any charges for any part of the compersation or salaries paid to
managing officers and employees of Operator, including the division superintendent the entire staff and ex-
penses of the division office located at ... Bl Papo, Texas . | ard any portion of the office expense
of the principal business office located at . X1 Pase, Texas. ... . ... , but which are not in lieu of district
or tield oflice expenses incurred in operating any such properties, or any other expenses of Operator incurred
in ‘ne development and operation of said properties; and Operator shall have the right to assess against the
joirit preperty covered hereby the following overhead charges:

A. $ _ 250.0Q  per month for each drilling well, beginning on the date the well is spudded and
termwnating when it is on production or is plugged, as the case may be, except that no charge shall be made
during the sus%ensxon of drilling operations for fifteen (15) or more consecutive days.

R 3. per well per month for the first five (5) producing wells.

<03 xxxxxx per well per month for the second five (5) producing wells.

D. $. . XXXXXX. per well per month for all producing wells over ten (10).

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

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

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

(3) Wells permanently shut down but on which plugging operations are deferred, shall be dropped from
overhead schedule at the time the shutdown is effected. When such wells are plugged, overhead shall
be charged at the producing well rate during the time required for the plugging operation.

(4) Wells being plugged back or drilled deeper shall be included in overhead schedule the same as drill-
ing wells. )

(5) Various wells may be shut down temporarily and later replaced on production. If and when a well
is shut down (other than for proration) and not produced or worked upon for a period of a full calen-
dar month, it shall not be included in the overhead schedule for such month.

(¢) Salt water disposal wells shall not be tncluded in overhead schedule.

ILLEGIBLE
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i. Material Purchased by Operator _
Material purchased by Operator shall be credited to the joint account and included in the monthly statemnent
of operations for the month in which the material is removed from the joint property.

2. Mauterial Purchased by Non-Operator
Msterial purchased by Nor-Operator shall be invoiced by Operator and paid for by Non-Operator to Operator
unmediately follawing receipt of invoice. The Operator shall pass credit to the joint sccount and include the
same in the monthiy statement of operations.

3 Divisien in Kind
Division of material in kin¢ if made between Operator anc Non-Cperator, shall be in proportion to their re-
spective interests im such material. Each party will thereupon be charged individually with the value of the
material received ot receivable by each party and corresponding credits will be made by the Operator to the
joint account, and such credits shall appear in the monthly statement of operations.

4 Saules te Outsiders
Sules to outsiders of materia! from the joint property =-zll be credited by Operator to the joint account at the
net amount collected by Operator from Vendee. Any ciaims by Vendee for defective material or otherwise
shall be charged bark to the joint accoumnt, if and when paid by Operator.

V. B& OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT
Matenal purchased by either Operator or Non-Operator or divided in kind, unless otherwise agreed, shall be
vajued on the following basis:

I. New Price Delined
New price as mei in the following paragraphs shall have the same meaning and application as that used
above in Section E *Basis of Charges to Joint Aceount.”

2. &w Maiterial )
New materal {Comdition “A"), being new material procured faor the joint account but never used thereon, at
1667, of current new price.

3 &oi Used Matesiul
f Good used matezgigimﬁmon “B"), being used mteral in se;md and serviceable condition, suitable for reuse
- without reconditioping,
g A. At 757 of current new price if material was ehtreedtc joint aecount as new, or
B; At 75% of cureent new price less depreciation consistent with their usage on and service to the joint prop-
T erty. xf material was originally chargd to the joint property as secondhand at 73% of new price.

: Oxher Used Material :
il Matenial (Cemedition "C"). being uué material ‘which -
A After reconm <.l be further servicesble for ariginal function as good secondhand material (Con- :

: ditien “B"), o
B s serviceable for original functien but mmx not suitable for reconditioning,
a 50 of curraﬁ ”glce.

5. mmw
Used material (Condition D), being material which cannot hefbsxf:edasCond:tmn ‘B" or Condition “C",
M&m:&ﬂmw:&ktﬁ&z -

8. Jusk ,
Junk (Condition ‘fii"} being obeoiete and scrap m& at pse&&fhag prices.

7. m&&m '
7 g&amm:ﬁgmmmmtmmmim&tMm
jed in Parsgraph 3B, above, such material shall be priced on a basis that will leave a

-

- gmm% mﬂt&@ﬁ@gm rendered.

&Roﬁe
mamtgi&msfm‘mhrma least ten days before any inventory is to

bmmthmnrw&Mﬁﬁeymhm

3 mubel-p-ﬁi
, ﬁmmdsmmmawg&gm mmmu bind Non-Operstor to accept the
inventory taken &wqm&ﬂm@mzmmwm;mw

Mﬁﬁmm
Sécofmlﬁtmeim“&cwaﬁummﬁ&&mmmmgmm“ ]
MﬁovxamﬁMMhMMﬁwm&w .

. m:ém
5 Fnventory mﬁhmgm!ﬁﬁtmﬂmmm@m‘mm )
amrdmﬂenly &w&mgwmwb&émm
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CONTRACT FOR DEVELOPMENT

THIS AGREE/ENT made and entered into this 32 ~day of

1950, between THE ATLANTIC RFFINING CO4PANY, a Pennsylvania corporation,

hereinafter called "ATLANTIC*, and DELHI OIL CORPORATION, a Delaware corpora=-
tion, hereinafter called "DELHI",

WHEREAS, ATLANTIC is the owner and holder of the following described
0oil and gas leases, subject to the payment of the overriding royalties herein<
after set out, to-wit:

(a) 01l and gas lease dated August 10, 1946 from the State of New
Mexico, as Lessor, to ATLANTIC, as Lessee, being State Lease No, E-956, covers

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

Mexico:

]
T31N, R10W, N.¥.P.d.

Section 32: SE/L SW/L

containing LO acres,;more or less;

(b) 0il and gas lease dated June 21, 1943 from the State of New
Mexico, as Lessor, to ATLANTIC, as Lessee, being State Lease No, B=10L0O,

covering among other land the following described land in Sen Juan County,

New Mexico:

E]'NJ HlO'ﬂ .P-"o
Section 32: N;/h N’{L SE/l NK/L; SN/L SW/L
Section 36: NW

containing 200 acres, more or less;

(c) O0il and gas‘ lease dated January 1, 19L5 from the United States
of America, as Lessor, to John L, icCarty, as Lessee, being r'ederal Lease,
Serial No. Santa Fe 077185, covering azong other land the following described
land in San Juan County, New Mexico;

T30N, R1OW, N.d.P.i.

Section 3: Lot 1, SE/L NE/L; SW/L SE/L; SE/L Wi/l E/2 S&/u;
: E/2 SE/L

containing 307.2L acres, more or less.

X
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which said lease was assigne: by the said Lessee to ATLANTIC by
assignment dated May 17, 19.7, recorced in Boox 126, at Page 299,
of the decords of San Juan County, New lUexico, in which assignmené
the Assignor reserve~ unto himself, his -eirs and assigns, an
overriding royalty of 2% of all of the oil and gas in and under
an: that may be uroduced, saved and sold from the lancs covered

by said assignment,

(d) 0il and ,as lease dated January 1, 1745 from the United States

of Anerica, as Lessor,.to James C, Phillips, as Lessee, being Feseral Lezce,

Serial Lo, Santa Fe 077187, covering ameng other lan~ the f-1lowing described

land in San Juan County, New xexico;

T31N, R1DW, N.<.P.i.

Section 26: W/2 ui/L; /L i/ S/2; SE/L LE/Ly

Section 27: All '

Section 28: All

and containing 1767 acres, more or less;

which said lease was assigned by the saic Lessee t ATL~. Til ty
assignment dated .ay 15, 1947, recorded in Bcok 126, at Page 257,
of the Records of San Juan County, llew ilexicc, in ww.ich ass._gnment
the Assignor reserved unto himself, nis heirs aad assine, an
overriding royalty of 2% of all of tre 5il and ;as irn an? under
and that may be croduced, saved and sold fr-x trie lands covered

by said assignment.

(e) Cil and ,as lease deted June 1, l7LL fr-: tre lnited States

of america, as Lessor, to ATLA!TIC, as Lessee, being Federal Lease, Serial

No. Santa Fe 077179, covering tne follocwing described lanc in San Juan County,

New uwexico:

/4,4( Fel sl

T}ONJ Rl()w, N ou: OP ot @

Section 3: Lot L; SW/L iK/L; %/2 Sa/k
Section LU: Lets 1, 2, 3, L3 &/2 1/2; 3/2
Section 5: Lots 1, 2, 3, 4; S/2 K/2; S/2

TBlN, Rlﬁ"') Nou: 0P0~~ »

Section 33: All
Section 3L: 1/2; N/2 S/2

and cortsiring 2,562.32 acres, more or less;

'17, /'7//4 _‘ P LI 2




_ever is the lesser depth, unless oil or gas in paying quantities is encount -

(f) 0il and gas lease dated January 1, 1945 from the United States
of America, as Lessor, to Sophia Meyer, as Lessee, being Federal Lease, SeriaJ
No. Santa Fe 077186, covering among other land the following described land in
San Juan County, New dexico: .

TIIN, R1%, N.A.P...

Section 2k: E/2; E/2 W/2; SN/l WW/L; SW/L S#/L
Section 25; All-

containing 1200 acres, more or less, and

WHREAS, ATLANTIC and DELEI desire to enter into an agreement to
provide for the deveiopment for o0il and gas of the lands deséribed above in
the manner hereinafter specified,

NOW, TH-ZREFORE, in order to provide for the development of said
lands for oil and gas at the depths hereinafter specified, and in considera=-

tion of the mutual beneifts to be derived hereunder, it is agreed as follows:

I

TEST WELLS

Within 60 deys after approval »f this contract by the Secretary of
the Interior (hereinafter called “Secretary®), D:LH] agrees to start the
actual drilling (spudding in) of a test well for oil and gas at a location to
be selected by DELKEI on some part of the land above described and to Arill thﬂ
same with due diligence, within a period wnich shall not exceed 150 days,

completely through the Mesa Verde formation or to a depth of 5200 feet, whichd

ered in the Mesa Verde formation unless such first well he the well hereine
after provided for and designated anZ called throughout this Agreement as the
"Deep Nell®, in which event the éepth and time for completion shall be as
hereinafter provided for the “Deep Well",

Within 60 days after the completion of the first well either as a
producer of oil (into the tanks) or of gas or as a dry hole, DFLHI, unless it
shall elect not to do so and thereby forfeit its rights under this contract
as to 911 of the above described lands except the acreage hereinafter called

®earned gas acreage® or "earned oil acreage®, shall commence the actual




drillin, (souidin, ia) o7 a suoont w1 at a location vo e solected by it

udon hae Tand oove isiriled, an’ said welly and 211 suseerdisn, anlls \
.- . . f

iV oL o Selid heceuncer exueot the well hereinaftepr esvidl o Y90 and

desipnoto. ane calle throucrout this spreerent as. the "Necp dell®, to be
drille: t. corihletinn i trh: soe maur s ane withia Yhe same time 1imits 2nd
to the same deoptl as Hroooricet in b next precedin, pdragcanh,

Linewli e, L shall continae to 1 me well 2t s time upon the

Lands aove cesori o vith 2ot anc tean 50 days elapztin, Lotweon Lhe cofMe
b

“

oletion o man 11 and vhe sz%;tin; of the actuul <rilling (spuddingnin).bf
anotacr, until it sna)d cleci fo diseont rue sucn rillin;, eperations and u
the rty forfnit its rf te unier bnis contract as tn»ali\of the above déscfibiﬂk
ed lands «ro2ept the aciv e pareinafter calle? "cacned gas;ﬁcggag@! or,
'Payned o'l acres 2% to be selectad in the maaner and in tﬁe.éﬁount Sescribed
nal _w;f .

Sor each well arilled pp DULN: in tre maaner sét 5ut avove to:
completinn s 4 conrercial nroithoer of L5 or az a dry hﬁl?, DL i shall
sel=ct 32 9:reé in rfasoﬁauly enranact tors acooung siadd ~ell, the acraéde so
selecte buiin LesCing . ver calléd earne.. yas acred e#", an {or each well

arilled oy UL+ in tae maaner set sut above to conpletion =5 & comaecc

bobe

al

producair o 271, UREL=. shall seleet =D acres in coasoannnly comact Torn

arcu. 561 well, the acreage so selected bein. bereinafter called ®earned

Py A

01l cerse e, and in 2iaition SYVLI'L, withio tiiirty (30) faos 2itec the come
.. ’ b4

0lati sn af toLv Cipst o3t well It tme Linls, chall select 1,000 acces in )
reazinanl: €t Coss seount Leid well which snslt Lo ness inothoe ealles
Moo stoo 03l mercaceM, UUtrirn o days fooo e comal-tion of said oweld,
sunj ¢t to the eoanlition nersinzluer set torckr, VLT wisl etart the sotwal
Aed Lo, {(Cway i f el N 31 o ora b M7 cted Y roren e,

SREY " Lo e Wl Lo P “1 e ice A I S PR CLoentie ta
w’ll i 1o s ro S i Al Mool 2L acpon oM ovad
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¥ I
- ®gelected ol agrea;e" shall cosult in tne t?iﬂé!!ll-’!?i'.ﬂ of the 'se}.emr,:‘_oil_;_;;, -

- acrea; e® but such cancellatisn srall ast elimin-te the %eerres oil acrea e®- ‘ .

f"a_,;-’oun': tne 0il well or wells wiich zay ha.e teen irilled, As 4o all subseqe |
ueat selle drilled by LILY. to coumpletion &t @ comvercisl nr~mucer of oil intef °

\the tanxs s Within the Wselected oil acreae®, ’TETLHI snall select %0 ué:._'eof in

. reason: bly compast form arounc such well ar 'eamed odl a&'“dgj&.. Tre wells §

: :‘x{ei;ui_red drilled on the 'aelected oil acr=age™ «fier tne "im :I:u _l‘!

: shlll ve in ad-ition to tmse recuires by the tair? cacigravh.»f t.hi..&
1. in the event of t*;e cancellation of the "eelect-ed oil acreage'

on well thertafter corpleted Ly UFLHT the-'eon ar.dl be subject to

grapb hereofs _““?’ R
Sbou].d D"LI»’I, after selcct.i..,_ ine 'nhcted (351

of drilling and complet.ing stid mn; ncm-ver, it &ﬁ.ﬁ.ﬂ""c M m "‘

i take over ana. cpcrau 2aid mell, then eihty (33)..&6::0 in o

form sx.rrounding said nll shall be added to the ’oamd o&i <!
well chall ve operated bty DFLEI for the benefit of bot.h DELHI r!ki
as herewnarte.' outlired, ¢

-t is un-er.tood ana aé-eed th=t “T"L:*L il reqnired tc .

e one we;i at 4 time ;awsvent to th,.s cont.act,l*nt.r nst aore than-a

day intecrval between the com letion of cne nu ané the Miﬂ; c.tg'

drillin, (spuddin. in) ol t.e next, urless oil is fiteoma{g-
under the terns hereof mu t re irfllin, txo wells &t aziw*aae
ani cne spon Wselectes oil acren, eW, R
Lotwith ~t.and'ir.,. any vther provision of thic ntract. :
construe . to the constrary, it ic espre ssly .nder=tem thlt D&!}Ef
in only tno pas rpo uwred fron (70 wells checated bty “FIHT apd f.noﬁ}s

. rre-uced Tron 21l vells osversted by O I.} E s it

e o et

Nenes . L L Ta
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The first two wells 4rilled sursuvant to this contract,'ihe‘location%
of waicn D¥lL=1 {}223 snall select, ans z11 suoseq.ent wells drilied at loca-
tions which are a>uroved in writin; »v ATLATTTC ace hereirafter callci Wazuthe
orized .ells ™ All other wells g5 drilled are hereinafter caile¢ 'unauthor-
ized wells®, An “unsuthorized 7ell™ snall be as e¢ffective in 3ischsrzing
DELFI'S drilling obli,ztion hercunder as an % thorizes vell", )rovldef that

an "unauthorized well® loczte’ upon lan: nr:vicusly classified<as Wesrned as

acreage® shall nct entitle DIL:I to select or have any 2.:iti-nal “earned .as

acreage®, nor sha!l an ®unauthorized well® which :rouces 2il froa land taered
A ;

L4
tofore classified as "earned oil acceage® (ty reason of drilYin, 3 or vious
0il well thereon) enfitle DELE] to select or nave any additional “enrned il

acrea,e",

I1.

LLEGIBLE . wme

-

Anythih; express or imolied in this Agreement to the c-atrary note
withstanding, it is nfreby a,reed an ' rrovied that LTLLI, urder and ucon tne
conditions hereinafter c~rovided, snall “ave the =.ipress 3b1i;3tion 27 drillin;

a well, at a location selected oy it, unin tue abovedescrides lan’s tc a depth
sufficient to test for oil and .as the vEEEEa fornetion o to a desth of 7,57
feet, whichever is the lesser <epth. Such well is élsewhe;g hereinabcve and
hereinafter in t:nis Agreerent called the “Deep Well",

DLLEI;S obligation to ATTA'TIC to drill the "Deep Yell" is uoon and
sub}ect to the followin, ex-recs conditi-msy

(1) DEL}I may, if it shzll so elect, drill the “eep We11™ as the

well required by the provisions 7 tre first ﬂnr::'aoh of Pera rarh 1 hereof

to be drilled by JFL -l in waich eveni the "Ceep wcll®

g o0 %l} Jurnoses herv-'
of, shall be in lieu of tne well recvired by sucﬁ nacereaph’ apd shall satisfy
and diécharge the'obli;aLiSA af VLI reavied by snch-pardgraph.

| (2) fn the e§rnt JELEI shall rnot glect to 4rill the 'Deep‘abll' in

lieu »f the well r:nvidcd for in the ‘1r>t pnragraoh of Para,ranh I h!reofg




to ceace «rillin. further or adiitional wells is expressly conditioned that
it will coamence tho actual drilling (spudding in) of the "Deep Well" witﬁin
sixty (50) days after the compietion, either as a comuwercial producer of oil
(into th~ tanks) or o -as o: as a dry hole, of the brvceding well drille” by
DELI'I hereunder and snhall continue to -rill the "Deep ell" to compnletion,
either a: a commercisl oroiucer of oil (into th: tanks) or of gas or as a

dry hole, to the -euth nereinabove set forth and in the manner hereinafter
set forth.

(3) At anmyti-+ ~fter the expiration of one (1) year fror the
eflective pat: of tnis cu.tract, that is to say, one (1) ycar after the
@.proval of tnit contract by the Secretary, and prior tc .three (3) yeurs
from such date, an~ if DELHI shall have nct tneretoforé commenced the ~rilling
of the "Deep VWell®, ATL NTIC shall have the right to wemend tnat tic next
well drilled oy DZLHI hereuncer be the “Deep Nell", .Lrovi~ed, however, such
deman~ must be made oy ATLANTIC at least forty-five (LS) days prior to the
date unon which tne rext succeedin_ well heceunder is to be commenced,

(L) After commencing tne "leep Well%, DFLHEI shall thereafter
p}osecute the drilling thereofl aith reasonzvl- dili,c¢nce to the depth hereine
above orovi-ed,

1 (5) The "Deep Well" shall coanstitute an Mauthorized well" for all
purposes af tnis contract and chall entitle DYLHT to %earned _as acrecage%;
in tne event such well is comol-ted a: a ;as well and to Mearnel -0il acreage®
in tne event such well is comnleted as an oil well; the optiosn of ATLANT.C to
take over and acquire 0il wells 'xrilled v DILYI outoide the Wselected ~ild
acrea e, s hereinalt-p urovit:d, snha 'l in no event be an.li atle to the

"De. ;, well",

1'1' -

COST T WELLS, OalUuSIUIP OF TLL3, SQU.259aT A - 0 CIS

DEL!HI agrees t» 4rill all of the wells t2> Le rilled b; it here-
under =2t its own e:nense and free ol cost to ATL . TIC; however, in tie instan—
ces heceinafter set oul DFLF1 shall receive reinbursement therelor in the

ranner hereinafter set »Hutt

ILLEGIBLE
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\wa.l kil orecce fuo o writling wnd wouloring

e bty "L 1 nereuncer,

~1 .2l be pelocbarsed out Hf raucki o Tan s DoV iowTn i agt in Colie

RECL' n wiun sanr ‘nothe Follawi o orannr o, e i
f1) [ne cost 2t en oo T our’ Ling, clu, . rcoun f&ndore
ir,, - f aAll Wautr o rizec v TsM oot o Tnopnoreles s s et an
exsence of deilling, 220 letir, 2nd v ins a1l o owe s irillen Uy
DELAL uron the st.ve dectrites lancs o2 1 re rais oy JELII, ~omever,
it sha”l ~irgge 21 s o0 tott 2nC €xcfnic o an ZCeu at rneceinafter
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o

rea ™y tpat s Lo 3z;, the il well creatin
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Sl wtione Lhe cret ans circnse of dpilling 2nd ccui-coing vhe third

zn . £1) subseguent »1) -ells -rill=- oy ZL:IE upen the 'selepted cil

v

ccreace" shall pe porne bty Lili, "mwe"t-r, it ghall charge salo inﬂig

levelopnent rccount®, For all cur-oze of ¢ tnis paragrash the tem"m

first two oil wells " is hercoy defined to mean the Tirst two "&11( "

arnd/os as a dry hole.

(2) tntil such tine as the Mdevelopment eccount® has




ILLEGIBLE -

liouidated and paid in the manner hereinafter set out, ATLAITIC shall
receive one=fourth of all production from all ®authorized wells* drilled
hereunder, free of all development and operating cests and exnenses but
subject to 1/ of all outstandin: royalties and overriding royalties; and
DELHI shall receiwe 3/L of such oroduction, out of which it shall pay
and discharge all current operating costs and 3/L of all outstanding
royalties and overriding royalties, and mply the remaincer thereof ac a
credit to the!det:igggent account®. When, as and if the credits so
spplied become équal to and liquidate said "development account®, all
of/the wells end the ecuipment used in connection therewith and the
production therefrom shall be thereafter omned equally by ATLANTIC and
DELFI, each beingeMtitled to rsceive 1/2 of said procuction, subject

to 1/2 of outstanding royalties an- overriding royalties and subject -
also to 1/2 of current operating costs. No interest shall ever be
charged to the "development aécount.'

B. With rizn,at to "unauthorized wells® drilled by DFLEI hereunderJ
the costs and expense of DELHI in connection therewith shall te borne as
follows:

(1) As to “unauthorized wells® resulting in dry holes, all
costs and expensas in connection with the drilling, plugging and aban-
doning of szme shall be borne wholly by DELHI without reimbursement out
of production or otherwise and no part of s:=id costs or expenses shall
be charged to the "devel-pment account®,

(2) As to any “unauthorized well® which produces oil or gas,
DELRI shall bear all costs and expenses in connection with the drilling,
completion and equipping of same; however, it shall receive all of the
production from said woil, subject to the paymept by DELFI of all out-(
standing royalties ani overriding royalties and of all operating costs,
until it shall haie realized out of said production 200 par cent of its
said costs and expenc.es, after which said well and the equipment used
in connection therewith and the-pronduction therefrom shsll be owned
equally by ATLANTIC and DELHI, each being entitled to rcceive 1/2 of
said production, subject to l/2 of outstanding rcy-lties and overriding

royalties and subject also to 1/2 ~f current ~perating, costs,

Lacoirni s =~ G070l Alig Panh |
Gt A. Ao, ' &




ILLEGIBLE

v,

ror the purpose of this agreement, it is agreed that:

(a) Gas is defined as (including, but not by way of limitation,
condensate) 21l of the oroJucts produced which, imnediately oreceding the
first withdrawal of anf product from the reservoir, were in the form of gas
in such reservoir,

(b) 011 is defineo as being any combination of liquid hydrocarbons,
regardless of gravity, wuich, immediately precediny the first withdrawal of
any product from the r.servoir, was in the form of 1liquid in such reservoir,

(c) An 5il viell is any well which produces one varrel or more of
0il, as hereinabove defin:=d, to each 30,000 cubic feet of gas, ac hereinaopove

defined .

' (d) A gas well is a well producing gas, as hereinabove defined,
and which produces no oil, as hereinabove defined, or less than one barrel of
oil to each 30,700 cubic feet of gas.

(e). Regariless of the above definitions of oil and gas, the entire
production, liquid as well as gaseous, from all gas wells, as hereinabove

defined, shall be consilered as gas production and the en‘ire production,

liquid as well as gaseous, from all oil wells, as hereinabove defined, shall

be considered as oil production.

Ve

WELL 2:C0iDS AND ACCESS TC WwELLS

DELHI agrees to keep & true and accurate log of all wells that may
be arilled by it on the above cescribed lands, and a correct tally of the
various sizes and lengths of casing that may be set therein, and upon the
completion of any such well shall either deliver to ATLANTIC at its office in
the Magnolia Building, Dellas, Texas, or deposit in the United States mail,
addressed to ATLANTIC at P, C, Box 371, McClintic Building, Y¥idland, Texas,

a true and complete log of sucih well, together with a true and accurate
record of all casing set tnerein, zhowin_  the make, size, weight, thread and
lengths thereof and points at which such casinz shall have bcen set, DILFI

| J
shall also furnish to ATLANTIC at the above address, daily reports of the

At syt
p A . o . ‘
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progress of each .ell -irilled by it upon said lends, such report to be either
mailed or delivered daily during the “rilling of cuch well,

ATLAITIC, through its duly euthorized agehts and representatives,
shall have access to the above descrited lands and any well or wells that
may be drilled therezn by DEﬂHI, at any and all times during the drilling
thereof, and any and all information evailetle, ac s«~ured, pertaining to the
samples of all cuttings which may be encounteced in the drilling thereof,
CDELHI shall not drill into a2ny known procucing horizon without iiving to
ATLANTIC sufficient notice t~ enatle it to have a renresentative on the

ground to witness the drilling in of such well or wells,

Vi,

RENTALS A!D CCUPSIEATCRY RCYALTIES

DELHI shall reimbucse ATLENTIC for all surs paid by ATLANTIC to the
United States of America or the State of New 4exico, or paid bty ATLANTIC upon
demands of The United States of America or the State of liew Eiexicé, after the
effective date of this contract and while trnics coniract rscrains in effect, -n

account of the followin;:

(1) As oil anc ;as lease rentalcs attritutatle to tne land
covered herety excert any such rentals &s may oce attricutable

to any of the abovedescriced leaces upon wrich ATLAITIC may

hazve drilled any well, prcvi ed, however, if DELEI shall
ILLEG I BLE elect to discontinue the drilling of acditi-nal wells heree

under an< tnereby forfeit its rights under this ccntract
as to aill of the atovecescribed lanqis excert as teo
"ezrned oil acrea _e® znd "earned gas ecreage®, as hereine
above pr-viced for, DELFI'S liatility for an) suck oil
and .as lcase rertals snall be linited o such rentals |
aé are attributavle to "earnec oil zcrcaze®, %earned
. gas acreage® anc selected oil écrezge®,

(2) As rojyalties on oil or (zs :rocuced from all weils
op: rated by DELHI pursuant to this contractg

(3) As costs of rluy;ing, er for dataces for failure to plug,

any well or wells which DFLEI is required to plug under
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: vided, however, DELHI shall reimburse ATLANTIC for all such eompensatory

ILLEGIBLE o s

the nrovisions of Parzgraph III above;
(L) oOn account of any liability of DELZI, whether or not herein
mentioned or described, zrising out of operationé on said landi.
DELHI shall also reimburse ATLANTIC for all sums paid by ATLANTIC
to The United States of America, as compensatory royalties on account of the
absence of 6;: rations for oil or gas after sixty days subsequent to the
effective date of this contract, on all of the land above described as to
which this contract is in force and effect for the period or periods for
which said demands are made except comvensztory royalties demanded or re-
quired by virtue of, with respect to or in anywise in connection with any

oil well drilled or operated by ATLANTIC uvor the abovcdescribed land, pro-

royalties on account of the absence of operations for oil upon the
®selected oil acreage®.
Al]l sums paid by DELHI as compensatory royalties and all sums
paid by DELEI as delay rentals under this Paragraph V, whether such pay-
ments are made direct or Mif'éx reimbursenent to ATLANTIC, shall be
charged to the“development account®, except compensatory royalties on
account. of tne absence of operations for o0il upon the "selected oil acreage®.
If DELEI shall fail or refuse to reinburse ATLANTIC for any such
payment made by'it within thirty days after demand for reimbursement made
upon DELKI, in writing, by ATLANTIC, then and in such event DELFI shall,
at the option of ATLANTIC, and upon written notice from it, forfeit all rights]
hereunder, and shall, by an appropriate written instrument, surrender, quit-

claim and release to ATLANTIC all rights and benefits under this contract,

ViI.

and subject to the payment of all outstanding royalties and overriding .

é‘) /(&-K(z )It(_'tl—{:’— dﬁ{?/&o @d'z / - AA.I -

Subject to DELHI'S right to reinbursement out of production for

drilling and equipment costs in the instznces and manner as set out above ’

royalties, all of the wells drilled by DELHI and the oil and gas produced

-12-

o 77 Lry.




therefrom (except any oil well drilled by DELHI on acreage outside of iho
'uoleéted oil acreage® which may have been taken over by ATLANTIC.undar tic
terms of this contfact) pursuant to this agreement shall be owned in the
following proportions: ATLANTIC one-half (1/2), DELHI oﬁe-hnlf (1/2); and
each party shall own and have the right to receive its share of the production
in kind; provided, however, that ATLANTIC shall have the continuing option to
purchase at the wells, at the prevailing market price for oil of like kind and
gravity on the day produced, DELHI'S share of all oil produced and saved from
said premises,

J DELHI shall operate all of the wells drilled by it hereunder (except
any o;;,gé;; drilled by DELHI on acreage gg&g;ﬂo of the "selected oil acreage*
which may have been taken over by ATLANTIC under the terms of this contract)
for the joint benefit of the parties hereto, and the costs and expenses in
conﬁoétion with such operation shall be borne as follows:

(a) As to the producing wollg drilled and equipped by DELHI here-
under at its sole expense without being reimbursed for such drilling and
equipment expense out of production, all cost and expense in connection with
the operation of said wells thereafter shall be borne equally by the parties
hereto, proper charges and credits to be made in accordance with the Accounting

' Procedure attached hereto and marked Exhibit %A%,

(b) As to each of the remaining producing wells drilled and operatedH
by DELHI hereunder, DELHI shall pay all cost of operation in connection ther?-
with during such time as it is receiving reimbursement out of production for
drilling, equipping and current operating costs; however, if, as and when
DELHI has received reimbursement for such driliun., equipping and current
operating costs in connection with each such well, the cost and expense of
operating each such well thereafter shall be borne gqually by the parties
hereto, proper charges and credits to be made in accordance with the Accounting

Procedure attached hereto and marked Exhibit “A™,

VIII.

WELLS DRILLED BY ATLANTIC

After DELHI has selected the "selected oil acreage® ATLANTIC shall

é th{é( sits 0 7 ' «13=
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Y 4
have the right to drill oil wells upon all of the above described acreage

outside of said “selected oil acreage® and outside %earned gas acreage" and
%earned oil acreage® at its sole cost and expense and ATLANTIC shall be the
sole owner of any such wells and the production trerefrom. Should ATLANTIC
while drilling for oil complete a gas well as a producer, ATLANTIC shall noti.qv
DELHI and DELHI shall have the ontion for a period of sixty days after receipt
of said notice of taking over said well and operating the same under this
agreement upon reinbursingTIAM‘IC for the actual cost of drilling and
completing said well, DELHI to receive all production from such well until it
has been reimbursed out of production for drilling, equipment and curreat
operating costs, and thereafter such well and the production therefrom shall
be omed by ATLANTIC in the proportion of one-half (1/2) and DELHI in the
proportion of one-half (1/2) and such well thereafter shall be operated and
lhail be truud. as though same had been dr‘illed and completed as an "authorw

ised gas well" by DELHI under the terms and provisions of this contract,

x,
INDEMNITY TO ATLANTIC

DELHI hereby binds itself to save and hold harmless ATLANTIC against
all suits, claims, liabilities, damages and losses of whatsoever charecter
resulting from the failure of DELHI, in any particular, to perfora the obliga=
tions incumbent upon it in this contract with respect to the exploration for,
and production of, oil and gas under this contract from the lands above
described, and also against all liabilities to third persons for loss or

damage of any kind arising out of DELHI'S operations on said lands,

Prior to the commencement of the test wells provided for in Pareg

I hereof , DELHI shall make anc furnish to ATLANTIC a performance bond, '1:“1 |
a corporate surety acceptable to ATLANTIC, in the penal sum of $50,020430,
conaitioned upon the faithful performance of all the uzrovisicns of this con;
tract and the payment of all liabilities to ATLANTIC arising hereunder. But
it is expressly understood and agreed that neither this provi;icn for the
making and furnishing of said bond nor the acceptance by ATLAITIC of any bond

tendered pursuant hereto shall be construed as lessening or in anywise

R R 7 N S A (P 7y




/"

/

limiting the amount of any single liability, or the total amount of §11 the
liabilities imposed upon DELHI under the teras of this contract, and the
prosecution of any claim, demand or suit upon said bond shsll not preclude,
but shall be in addition to, any other remedy or remedies available to
ATLANTIC for breath of this contrac: by DELHI.

X.
. DENANDS .BY THE DEPARTMENT OF THE INTERIOR

~ If, during the term of this contract, demand is ndc.upon ATLANTIC
as lessee under any of the leases affected hereby by any duly authorized
representative of the Department of the Interior to drill any well or wells
or perform any other act or acts with respect to the lands covered hereby,
ATLANTIC shall immediately communicate notice of such demand to DELHI and
DELHI shall have ten days after receipt of said notice within which to assume
the obligation to_dwill such well or wells or perform such act or acts at its
expense (with the right to receive reimbursement for the cost of drilling and
equipping any such required wells out of production in the same manner out-
lined in Paragraph IIZ hereof for an ®authorized well"), and if it does not
assume such obligation within such time then DELHI'S rights under this con-

trect, as to the acreage affected by said demand, shall ipso facto terminate,

II,

INSURANCE

¥hile and so long as it is engaged in operations under this con=
tract, DELHI shall carry and pay for insurance as follows:

(1) Worlkmen's compensation insurance in compliance with the laws
of the State of New Mexico,

(2) Employers' liability insurance providing for a death limit of
not less than $25,000.00 per employee,

(3) Public Liability insurance covering all work carried on pure

suant to this contract, with limits of not less than $25,000,00 as to any one
person, and $50,000,00 as to any one accident.

,/./0:4‘_,!/ gate o€ ’
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(4) Insurance against property damage arising out of all work
carried on pursuant to this contract, with a limit of not less than $10,000.00
for each accident, and not léss than $50,000.,00 for any number of accidents,

(5) Automobile or teams public 1iability insurance with a limit
of not less than $25,000.00 as to any one person, and $50,000.00 as to any one
accident, and automobile or téana property damasge insurance with a limit of
not less than $5,000,00 covering all automotive equipment or teams used in
operations carried on pursuant to this contract.

All of the insurance coverage herein provided for shall be written
on policy forms and by insurance companies approved by ATLANTIC, DELHI shall
furnish to ATLANTIC originals or duplicates of all insurance policies for
approval prior to commencing any operations hereunder. Such policies shall
be fttosted by authorized representatives of the insurance companies issuing
them, and shall not be subject to alteration or cancellation without at least

ten (10) days' prior written notice to ATLANTIC at its Dallas office.

XII,

NON-DISCRIMINATION

DELHI expressly agrees that in any and all operations conducted
hereundsr he shall not discriminate against any employee or applicant for
employment because of race, creed, color, or national origin, and shall require

an identical provision to be included in all subscontracts.

XIII.

FORFEITURE FOR NON-COMPLIANCE

If DELHI shall fail to comply with any of the provisions of this
contract with respect to commencing or completing any one of the test wells
required to be drilled by it within the time and manner herein provided, -
ATLANIIC, at its option, may terminate this contract as to all of the land
covered thereby which is not then classified as “earned gas acreage® or
®earned oil acreage® as those terms are hereinabove defined by written notice
by registered mail to DELHI, the notice of termination to become effective

thirty (30) days after date of receipt of said notice if DELHI has not by that
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Iv,
TAXES

Except as otherwise provided below, all ad valorea and other taxes

of whatsoever kind or nature chargeable against the properties covered hereby

and the production therefrom becoming payable after the effective date of thi
contract, except ad valorem or other taxes for any year prior to the year 1951
shall be considered as an operating expense and shall be paid by DELHI as
operator. In the eyent ATLANTIC should happen to pay any such taxes, it shall
be reimbursed therefor by DELHI. The taxes paid by DELHI, either directly or
by way of reimbursement to ATLANTIC, shall be charged to.the joint operating
account. i

Anything in the preceding paragraph or elsewhere in this contract
to the contrary notwithstanding, it is hereby exprpu]; provided 4that DELHI
shall never be liable or obligated for any ad valorem or other taxes against
any of the above described lands attributable to wells drilled or operated
by Atlantic, empt; gas wells completed by ATLANTIC and taken over by DELHI
a8 elsewhere herein provided for, and for this purpose it is provided that
320 acres around the well are attributable to a gas well or dry hole and 80
acres around the well are attributable to oil wells; nor shall DELHI be liablel
or obligated for any tax Aon production from any well upon the above described
land operated by ATLANTIC, nor shall DELHI be liable or obligated for any Ad
valorem or other taxes upon any of the above described land upon DFLHI elect-
ing to discontinue further drilling of wells hereunder, as herein above pro-
vided for, except as may be attributable to "earned gas acreage® and “earned
oﬂ acreage®,

- XVI.
FORCE MAJEURE

In the event either party hereto is rendered unable 'wholly or in
part to perfors hereunder by force majeure, it is agreed that on such party's
giving notice and reasonably full particulars of such force majeure in
witing or by telegraph to the other party within a reasonable time after the
occurrence of the csuse relied on, then the performance by the party giving

W i p
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such notice, so far as they are affected by such force majeure, shall be
suspended (without the 1085 of any rights hereunder) during the continuance
of any inability so caused, but for no longer period, and such cause shall,
so far as possible, be }emeﬂied with all reasonable dispstch,

The term "force majeure® as employed herein shall m:an acts of
Cods, strikes, lockouts or other industrial disturbences, acts of the public
enemy, wars, blockades, insurrections, riots, epidemics, lightning, earth-
quakes, fires, storms, floods, wash-uts, arrests and restraints of the
Government, either federal or state, civil or military, civil disturbances,
explosions, inability to obtain necessary materials, supplies or permits due
to existing or future rules, r<gulations, orders, laws or proclamations of
Governmental authorities, both federal and state, including both civil and
military, and any other causes whether of the kind herein‘enumerated or

otherwise not reasonably within the control of the parties claiming suspension

XV1iI.

AEPRLSERTATICNS Git WARRANTIES

ATLANTIC makes no representitions or warranty of any kind concerning
its title to the lands or leaseholcd estates covered.hereby except that it has
not heretofore conveye: the same and that, subject to the approvalof the
Secretary, it has the authority to make, enter into and carry out this contrac
and ATLANTIC shall never be liable to DELHI hereunder for any loss of title

in whole or in part as to said lands or the leaseh»ld estates covered herebpy,

XViiI.

SUCCLSSICN OF INTEx=STS

This agreement snall be binding upon the heirs, successors and

agsigns of the parties hereto,

XIX.

TER ®© AND ASSIiCNMENT

Unless sooner terminated as herein provided, this contract shall
remain in force and effect for the full term of the leases covered hereby, or

any of them,
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DELHI shall have the right an? nrivilece to sell, assiyn, transfer,

mortyage and otherwise cispose - and/or encunber its rights, titles and
- interests in and to “earned oil acreayge™ end %earned gas acreage" and the proe

duction from wells located thereon after same have come into existence as in
tris contract -rovided withcut the ccnsent of ATLANTIC, but DFLHI shall not
have the right or privilege to sell, assign, transfer, mortyage or otherwise
dispose of =nd/or encumber any other of its other rights or interests here-
under, except to a sub#idiary of DELHI, without the wrior consent in writing
of ATLANTIC. For the purposes of this paragraph a sutsidiary of DZLHI is
defined to be any corporation of which DELI'I shall own more than fifty per

cent, (50%) of the capital stock entitled to rormal voting privileges,

XX,

WHEN CCNTRACT *FFECTIVE

This contract shall not become effective until DFLEI shall rave
submitted the same to the Department of the Interior and snall have secured
the approval of that department, if such approwal is requisite under applioe

able regulations to its recognition hereof,

XXI.

NOTICES AND DEMANDS

Unless another or different method is prescribed in thie ocontract
in specific instances, it is nereby expressly provi-ec that all nctices and
demands recuired or permitted by the terms of this cortrzct to te ;iven to or
wade upon either party rereto by the other varty, in srder tc te effective
and binding, shall be recuced to writirn, and mailed tc the other party ty
United Stetes «ail, postage prepaid, addressed = - =

Atlantic Refining Company
sagnolia PBuilding )
Dallas 1, Texas '
Delhi 0il Ccrporation
1315 Pacific Avenue
Dallas, Texas .

If either party should change its address, such party shall notify

the other of its new addresc, otherwise these sddresses shall remain for the

duration of this contract,
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WiTNESS THE EXECUTICN HEZYOF in quadruplicate originals as of the

date first above set out,

THE ATLANTIC REFININC COJPANY

ATTEST: -
'd
, ‘. By
s ce President _7,
ssistan cretary f”?iw‘
DELHI OIL CORPORATION '

ATTEST: _

'y . 5yab(/‘77’)/’/m/</év/w
A, Zio, SN
Yz ecretary”

THE STATE OF TEXAS

!
COUNTY (OF DALLAS |

On this zzday of W, 1950, before me appeared E, H, BLUM,
to me personally known, who being by me culy sworn did say: that he is the

Vice President of THE A®LANTIC REFININC COMPANY, a Pennsylvania corporation,
and that the seal affixed to the foregoing instrument is the corporate seal of
said corporation and that said instrument was signed and sealed in behalf of
said corporation by authority of its board of directors and said E, H. BLUM dig
acknowledge said instrument to be the free act and deed of said corporation.

7 4
Given under my hand and official seal this 2 day of M’ 1950 4

My Commission Expires
June 1, 1951 Dallay County, Texds

THE STATE OF TEXAS )
i
COUNTY OF DALLAS |

on this day of éé , 1950, before me appeared(.'lw

to me personally knbwn, who being by me duly sworn did say:; that he is the
President of DELHI OIL COXPOFATION, a Delaware corporation, and that the s eal
affixed to the foregoing instrumeat is the corporate seal of said corporation
and that said instrument was signed and sealed in 1f of said corporation
by suthority of its board of directors and said O, 7 did acknow-
ledged said instrument to be the free act and deed of said corpor tion,

Given under mytend and official seal this 27 day of j ,_,Q_, 1950.

Ky Comission Expires
June 1, 1951

" Dallas County, Texas
KA THEREE VAUCHN
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LLEGIBLE ® & -
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g e "EXHIBIT B s o

Actached s pare of QONTRACT JOR DEVELORMENT ’ -
A v R ATLARTIC RIFINING COMPANY ana DELEI OIL -

CORFORATION, Covering iands 1n San Jusn Cowmty, Nev Mexico.

ACCOUNTING PROCEDURE

(UNIT AND JOINT LEASE SCHEDULE)

The term “joint property”™ as herein used shall be construed to mean the subject area covered by the agreement to which this “Ac
counting Procedure” is attached.

The term “Operator™ as herein used shall he construed to mean the party designated to conduct the development and operation of
the leased premises for the joint account.

The term “Non-operator™ as herein used shall be construed to mean any one or more of the non-opersting perties. '

Operator shall bill Non-operstor on or before the last day of each moath f bwhﬁﬂ‘“r.
the preceding calendar month. [temized statements shall lggn w:h“ bills. u!“h shall its proportion of sll such mm
fifteen (1) days after the receipt thereof. 1f payment is not -rzithin such time, unpaid C.'f-m shall beas
six per cemth(6% per Innun:l&ntg paid. !:ﬂ;lnem o':.lny such bm.;lull not pujudiec“:.hc right of any p-?-b protant or Questien .:
correctness thereof. provided aot required to adjust any item: un s therefor been prosented within
period of two (2) years from the mmc rendicion of any Miwdmmu,-m

L DEVELOPMENT AND OPERATING CHARGES

Subject to limications hereinafter prescribed. Operator shall charge the joint sccount with the following iems:

(1) Delay or other rentals, when such rentals are paid by Operator for the joint sccount; royalties, when not peid direct to royalty ewnees
by the purchaser of the oil, gas, casinghead gas or other products.

(2) Labor, teaming and other services necemsary for the development, maintenance and operstion of the joint property.

(3) Materials, equipment and supplies purchased and/or furnished by Operator from its warchouse stocks or from is othes leases for wee
on the joint property. In w0 far as is practical and consistent with efficient and economical operstion, only euch materials shall he
purchased for or transferred to the joint property s are required for immediate use, and the accumulation of warchowse sad/or lease
stock on the joint property shall be avoided. o

(4) Moving materiaks to the joint property from vendor’s or from Operator’ chouse in the district or from other Oper-
ator, but in either of the last events no charge shall be made to the j;in't"m for 3 distance grester thas tbc'm from the
nearest relisble supply store or raflway receiving poiet.

(3) Moving surplus materials from the joint pro to outside vendees, if sold f.0.b. destinstion, or minor returns %o O’”:l aare
house or otTcr storage point. No jd‘".:r. all be made to the joint account for moving major surplus materisls t0 Operator's were-
house or other storage point for » distance grester than the distance to the nearest relisble supply store or railway receiving peint,
except by special agreement with Non-operator;: and no charge shall be made to the joine sccount for moving materisls to other
properties belonging to Operator, except by special agreement with Non-operator. :

(6) Use of and service by Operator's exclusively owned equipment and utilities as provided in Paragraph (6) of Section I1: “Besks of
Charges to Jnint Account.

(7) Damages or loeses incurred fire, flood, storm or from any other cause not controllsble by through the exercise of resssn-
able diligence. Operator shall furnish Non-operator written y notice of“;el-uu or losses Mo"mm storm, finod or other seowral
or accidental causes as soon as practicable after report of the same has been received by Operator. -

(8) Experses of litigation, licns, judgments and liquidated claims involving the joint property or incident to its Jcm-u operation.
Ac‘tiual ct;peplfu incurred by Operator or No:opalwf in netu;ing esldenet pertaining to the jomnt property be s proper charpe
against the joint account.

(3) When any case, by prior agreement, is handled by Operator’s and/or N 's legal staff, chereby elim the
of oum'dhe Ifmmllc s cl:;rg:l m"t‘ﬂmel':un“ with cost of :avieuh may be ;:dc to the joint mon” of
nacure shall not rendered until the respective legal depertments ve agreed u proper amount.

(b) Fees and expenses of outside attorneys shall not be charged to the joint ncwnmcept where the employment of such oumide
sttorneys is authorized by a vnte of the majority interests. .

9) Al d for the benefit of the parties hereto including ad valorem, property, occupation snd other tans
()ane:c:lanr:iimt‘::u jointly-owned p:operda.them&cdrom ortl\copcntg: m -

. {(10) Tnsurance:

(a) Premiums paid for insurance carried for the benefit of the joint accouut together with all expenditures incurred and peid in
;ettkmcnt of any and all losses, claims, damages, judgments and other experwes,, including legal services. mot recovered from
nsurance carrier.

(b) If no insurance is required to be carried, all actual expenditures incurred and by Operstor in settlement of any and all josses,
claims, damages, judgments and any other expenses, including legal services, -mldbc charged to the joint sccount.

(11) District and Camp Expense:

(2) District Expense: A proportionate share of the salaries and expenses of Operator’s district superintendent and other general dis-
uiae-ployunrvinlthejoimpro;enyw!mﬁncinotllel‘oaud directly to di:iom property, and 2 proportionate shere of
the expense of mainaining and operating a district office in conducting the management of operations on the joint sad
other properties in the same locality owmed and operated by Operstor, such charges to be apportioned to such

{

on the following hasis: ..M. 8 DT WLl basis, one_ drilling well eqwel teo_fomr produsing walls.
(b) Camp Expense: The expense of providing and maintsining on or in the vicinity of the joint property all aecessery campe, howsing
i

facilities for employes and boarding employes, if necessary. When perties other than the joint property are served by these
 facilities. then an equitahle distribution of expense, including mtion. or s fair monthly rental in liev of the investment, -
maintenance and operating cost of buildings and other camp facilities, shall he prorated against all properties so served

on the following hasis- OW._8._Dex Well _basis, ame drilling well equal to four producing walls.

12 Overhudch.r{u.vhkhuhnbeinlimofmychngaforn ofthcco-%m-aﬁonornhdapddwm
( )'employa of Operstor, including the division mperintend::t.”;e entive staff und cxpenses

[ S m" Texas . but not in lieu of field office expenses incurred in opersting amy such
and such overhead charges do not include any other expenses of Operator incurred in the development and operation of
mmp«da. and Opcmohﬂbvetheﬂghhuulphn?bc)oimmmwbﬁmww

(a) 3150.00;,« month for each drilling well, beginning on the date the well is spudded and terminsting when it is on pro-

duction or is plugged, as the case may be, except that no charge shall be made during suspension of drilling operstions for
fifteen (1%) or more consecutive days.

(b) 3. 38300 e well per month for the first five (3) producing wells.
(¢) Sz.s'mper well per month for the second five (5) producing wells.

(d) §..... u‘w ......... per well per month for all producing wells over ten (10).
In connection with overhead charges, the status of wells shall be as follows:

(1) In-put or key wells shall be included in overhead schedule the same a8 produciag o wells.

{(2) Producing gas wells shall be included in overhead schedule the same as producing oil wells. ’

(3) Wells permanently shut down but on which plugging operations sre deferred,, shall be dropped from overhead schedule st the
time the shutdown is effected. When such wells are plugged, overhead shall be charged at the producing well rate dunag
the time required fathcphgw.

4) Wells being plugged back or deeper shall be included in overhead ochedule the same as drilling wells.

s “’dkvhic‘annshmdownummrﬂyandhurnphcodum. I and when a well is shut down (other than for
proration) and not produced or worked upon for a period of a full calendar month, it shall not be included on the overhead .
schedule for such month.

(6) Sek water disposal wells shall not be included in overhead schedule.

The above specific overhead rates may be amended from time to time by agreement between Operator and Noa-operstor if, in prac-
tice, they are found to be insufficient or excessive.

,



(13) Warehouse Handling Charges............... O e et e eena s <ot ettt aeee s ocra s e emneree,

(14) Xny other ex ndnure incurred by Operator for the necessary and proper devclopment. maintenance and operation of the joint gyop-
erty, except that Operator shall not charge the joint account with any expenditure or contribution made by Operator towards tm-
ployes' stock purchase plan, group life insurance, pension, rctirement, or bonus, other than such expenditures or contributions
imposed or asessed by governmental authority.

II. BASIS OF CHARGES TO JOINT ACOOUNT

(1) Outside Purchases: All matcrials and equipment purchased and all service procured from vutside sources shall be charged at their
actual cost to Operator, after deducting any and all trade and/or cash discounts actually aliowed off invoices, or received by Operator.
(2) New materials furnishcd by Operator (Condition “A™):

New materials transferred to the joit property from rator's warchouse or other properties shall be priced f.o.b. the nearest
supply store of railway receiving point at replacement cost of the same kind of materials. This will include large equipment such as
tanks, rigs, pumpe, boilers and engines. All tubular goods (2" and over) shall he charged on the basis of mill shipment or carload
price. Other materials, where the replacement cost cannot be readily ascertained, may, for the purposes of consiste and con-
venience, be charged on the basis of a reputable supply company’s prefercntial list price f.o.b. nearest supply store or receiv-
ing point to the joint property prevailing on the date of transfer of the materials to the joint K:openy.

In determining the vailue of any transferred materials, all special and preferential discounts shall be allowed but the regular cash
discount shall ‘not be considered.

(3) Secondhand materials furnished by Operator (Conditions “B” and “C"):
(s) Tubular goods (2* and over), fittings. machinery and uther equipment which is in sound and serviceable condition at date
transfer, will be classed as condition “B™ and charged at 75% of the pricc of new materials, in accordance with the provisions

of Paragraph (2) above. .

(b) Tanks, derricks, and buildings or other equipment involving erection costs shall be charged on a basis not to exceed 75% of

knocked-down new price for similar materiah. .

(¢) Other secondhand materials, such as units of machinery or other equipment that is serviceable, but i not good
enough to be considcred first-class secondhand material when transferred to the joint property, shall be classed as condition

“C" and charged at 50% of the new price.

(d) bThc(r)e may also be cases where some items of equipment, due to their unusual condition, should be fairly and equitably priced
y Operator.
(4) Warranty of Materials Furnished by Operator: Operator does not warrant the materials furnished from its v-arehouse or other prop-
erties beyond or back of the dealer’s or manufacturer’s guaranty, and in case of defective materials, credit shall not be passed uatil
adjustment has been received by Operator from the manufacturers or their agents.

(5) If materials required are not available in Operstor’s surplus stocks, Operator shall, whenever in its judgment it is practical 1 do so,
ive Non-operator opportunity of furnishing the materials required in proportion to his or its interest, provided that the same can be
urnished at the time such materials are r:ﬂm‘red. and further provided that any such materials so furnished shall be in ;

acce?tablc to Operator and shall be charged to the joint account on the same térms and conditions as are provided herein to cover
the furnishing of materials by Operator.

(6) Operator’s Exclusively-owned Facilities: The following rates shall apply to service rendered to the joint property by facilities owmed

exclusively by Operator: )

(3) Water service, gas, teaming, power, and compressor service: All at rates currently prevailing in the field where the joint prep-
erty is located.

(b) Automotive Equipment: Rates commensurate with cost of ownership and operati
theeflotrelewm-iv Fronopore—A sati - ° i padk
tive charges will be based on use in actual service on or in connection with the joint property. Truck, tracsor and pulling wait

© xt? shall inl'::l;;d':c w;gu e:l“? expenses o'f driver.

< air rate sha charg or the use of drilling and cleaning-out tools and any other items of Operator’s fully-owned mach-
inery or equipment which shall be ample to cover mlintcnan'cc. repairs, depnd:n'on and the service furn-.bed the joint prop-
leny. ;rovided. however, that such charges shall not exceed those currently prevailing in the field where the joint property &
ocated. .

(d) Whenever requested, Operator shall inform Non-operator in advance of the rates it poses to charg

(¢) Rates shall be revisec and adjusted from time to t.imp: when found to be either uce-i‘:?or inmfﬁca‘enc.e.

IIl. DISPOSAL OF LEASE BQUIPMENT AND MATERIALS

(1) Materials purchased by Operator shall be credited to the joint ac t and included i Y perations
month in which the materials are removed from the joint,propencyo.un 10c fne in the moothly statement of o for the

(2) Materials purchased by Non-operator shall be invoiced by Operator and paid for by Non-operator to Operator . i following
receipt of invoice and delivery of materials. Operator shall thereupon imp;edinel ’pn. cr;’:: to the joint aoei::t sad the
same in the monthly statement of operations for the month in which the materials were paid for by on-operator.

(3) Division of materials in kind, if made between Operator and Non-operator, shall be in proportion to their pective interests i
joint property. Each Euty will thereupon be charged individually with the value of the ;rat‘:i:l?':eeodnd : i o::
ponding credits will be made to the joint account by Operator, and both credits shall appear in the same moathly oMm

(4) Sales to outsiders of major materials shall be made only with the consent of Non-operator as to both terms and and where

made the proceeds shall be credited by Operator to the jotht account at the full oll x:. vendee
for defective materials or otherwise shall g: charged bu:,kooo d:e join: uccoun‘:. i?";::n:lﬁenm t:- Opv:'l::: Any by

IV. BASIS OF PRICING MATERIALS TRANSFERRED FROM JOINT ACQOUNT
shal b valued on (he Tollewind bash of Zondition Snd prce (New prce u el i the, IolOoing mevepmapin: Sl e ebervie sgresd,
and application as that used above in Section Il: “Basis of ges o Joint Account.™)

(1) ::;or::ir?&)%(%?nﬁz::ttﬁw) pl:lecl:‘g new equipment or supplies purchased or procured for the joint property but never used

orginally charged to the joint property as secondhand at 75% of new prices. property, if maceriaks were
(3) iOut'}:e:tU’sad* k:fat:::rlzn t(?ezdig::e:cu) being mueﬁnh further usable for their original function oaly after repair and recondition-
(4.) .B:dz ’C;d;; ?u:::::hm :;C::gi:i.on “D") being materialy not further usabic hfr their original function but for possible other service;
(%) 5:::1"(&?:%5‘). ;bfli:‘, ;':.co';::; p::g' 'umerviable materials; at prevailing junk prices in the district. Whese peacticable, juak
(6) Temporarily Used Materials: When the use of certain items of equipment on the joint rom has been only tem the

time of actual use thereon does not justify the deduction of depreciation as listed in (a) and (b) of Paragraph w‘ and
materials will be priced on a basis that will leave a net charge against the joint consi i unnec’( )M‘m.d-ﬁ
adequate for the tinie the matcrials were in use Tarke © Jomnt account Stent with the ad

V. INVENTORIES

(1) Periodic inventories shall be taken by Operator of the materials and ment on the joi perty, whic include such
terials and equipment as are ordinarily gfmidered controllable by o n\:i:“ eof :il and i:‘: ropertin h shal had

(2) Notice of intention to take inventory shall be given by Operatur to Non-operator s week before “,a law, is to begin, s0 that

N::;renm may be represented when any inventory is being taken.

(%)) i. inve;;gon'u -hall_‘ I?k;:h whenever thcr‘cdn: any ulcbor d'unue of interest in the joint property, and it shall be the dwty of
.the party selling to notify the other party as Quickly as ible after the transfer of interest such cases both
seller and the purchaser shall be represented and shall governed by‘the‘;':i:: in - ke plce. In the

(4) If the initial vest on the joint pr is a dry hole and no further tests thereon are immediatel plated,
require that an inventory be taken of all materials ae s00n 2s the casin hubunmv:dftoznc::‘:enlﬂ&ura
(o) Bttt Sios tny it e rvmovd o e oo propery by Operer or cihreie dupecd o' 2 7 ekl
on-operator to re at i
® in chat event f\;rm Nonoupe’r‘l::‘r with a zpy Pthereof ventory ind t to the in b whe
Recoanciliation of inventory with charges to the joint sccount shall be by each party at imeerest, ovennges shere
ages shall be jointly determined by u«'l Noa-op::lu. made by “ s2d & bt of td

m adjustments <hall be mad o} th P
m to Non-op:ruor formlh:m:u g.nz'&“h of‘ milw and shortages, but Operstor shall caly be held

o . v
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WiTNESS THE EXECUTICN HE=ZFOT in quadruplicate originals as of the

date first-above set out, .

TEz ATLANTIC REZFININC CTUPANY

ice President /U.

ﬁs' ,C IR
ﬁ,.v»

DELHI CIL CCRPOZATION

SYaMV/ AP / ne

President

THE STATE OF TEXAS |

i
COUNTY OF DALLAS | 4
on this 7Zday of m‘_l_/g&, 1950, before me appeared E. H. BLU,

to me personally known, who being by me culy sworn did say: that he is the
Vice President of THE AYLANTIC REFININ® COwP:XY, a Pennsylvania corporztion,
and that the seal affixed to the foregoing instrument is the corporate seal of
eaid corporation and that said instrument was signed and sealed in behalf of
said corporation by authority of its board of directors and said £, H. BLUM Aig
acknowledge said instrument to be the free act and deed of said corporation.

[~ 4
Given under my hand and official seal this :Z day ofM’ 1550

My Commission Expires
June 1, 1951

THE STATE OF TEXAS |
\ |
COUNTY OF DALLAS §

Oon this day of ZZéﬁ » 1950, before me ajrpearedﬂjw

to me personally knbwn, who being by me duly sworn did s=ay: that he is the
President of DELHI QIL CO:PC-ATION, a Delaware coruorition, and that the 5eal
affixed to the foregoing instrumeut is the corvorate seal of said cornoration
&nd that said instrument was signed and sealed in be))a?lf of said corporaticn
by authority of its board of directors and saic OH.Jlurchiecar’ 3id acknowe
ledged said instrurent to be the free act and deed of said corpar tion.

7
Given under mytend and ~fficial scal this ,?2 da; of_féd ., 1750,

Ny Commission Zxnpires Ne
June 1, 1951 " Mallas County, Teras &
: KA 't L0 v "
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nd Telhi chall ke entitled to rscover all.of SL-H eRprns e
out of 3/4ths of ths preduction Trom formations bzlow thz
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Mesaverde formation only, in accordonre with the terrs and.

provisions of said coniroot deved Felruney 27, 1950, as

amenced by said controct dotad July 21, 10500 ID gnay walld
drilled by Toihi enccld not o corliziod e ooeormreindl oil
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quantities comparable to thosc of other T72saverde wslls con
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285 cerees 1o tuiie over such well

the sukjzct landé, then Ei
and o0 pay Delii therefor thz usuzl cosi for drillirg (but
not completing) a Mesavarde well ot that time In said field
and su:h well shall therzofier bz esmnlztcd by L1 Paso 2ot
its cost, and therezftzr such wcll shull k2 considered hz
same as an'r other Mesavesrde well under inc 3zid ccntra;t of
Febraary 27, 1550, as angnded., Atlconiic agrees that the
acrcage %o te ecrn2d k7 tny such deen w2il or wc;Is.driIIcél
to a formalion telow tine

provided in said contract dated Pabruxry 27, 1933, =zs omended.

intorest ia 211 gas (and the ligulid hvdrocs-hons centzined
therzin) precduzed from the icszverde o val lower formotiens

date, and <1 Paso shall zecount to Atlantiz feor its irntorest
\
in all su:h gas uncder the terxs and provisiens >0 this Con-
tract on thz basis of the prives stiguiated in Parogroph 6 .

hercof.
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THE S77% OF TEXAS |}

CounNTY OF  DALLAS ]

™1othis _26th _ day ol Tebruvary, 1952, before me

eppearcs L e le MEDEHALL . ... L0 We porsonally”

¢ saye that he is

[P

-

, oo R - 1. - Vg4 e 24
kncvn, vho being By =2 duly sworn d

e - . . - o~ o [eGRa cra e ,.-.-\',- YRI, TrYY e, ﬁ—\--g,.-
At COTRCI, LN SR TOr sl il bio PEMINTIHNS COLRPANY s @
-
o JOUN e - . - [ - - . PR AT S
Penrsyl in wcerporatiza, cnd Lttt L2 senl cifined to

corporaiicn znd that said iast-oument wes signed by him as
Atterncyr in-Fact for s2id zor

board of directors and said _J, N, MENDEIHALL

did acinowlcdgs sald insirumeni to be the free act znd deed
of saicd mcrporation,
GIVEN under my hand =znd official seal this _ 26th-
. . . WITIETE

day of Fetruery, A, D,, 1932, /

My comaission expires:

June 1, 1953,°

TRE STATZ CTF -TEXAS

K o

_COL TY OF DALLAS

Cn this éifj%?lday o February, 1952, beforc ne
P. T. BEE

LR s § G RSP W

appearced

s to me oersconally noun, -

2

who being by me duly sworn did szy! that h2 is the A=

o

2
o,

regident o0 DEIHMI OIL CORPCRATICN, = Beloware corporcilon.

o

end that the seal affized to iihe forc-sirna instru~e:

corvorazte scal of sald corperaticn and thot said irstrument

A U T, LA e “ B - -
cic anonoviedae said instrument to ke ithe fresz zet and decd

- el e - oy 2
of szid comnoratiorn,

g S S T
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" .
0 ! $TATE OF NEW MEXICC, County of San Juan
| hereby rertify this instrument was fiied hrggcord

on_ -[3/./25_}(_1 o/ :’?A,f_q{M;\m. ‘

o ¥ ; ehduly recorded in book 242 r-- .--.{---_;_ollthe .
WOY oo ﬁ - 7/2;- f ;dF:n::.d -:‘:Odmn:y;} Nk D'.l‘ - ? o’ .
; ,i ‘: \
ASSIGNMENT OF OPERATING RIGHTS “j 4,?"\-

This Agreement is made and entered into this__ g day o} e e ‘
Soverher , A.D., 1953, by and between THE ATLANTIC REFINING COMPANY,
a Pennsylvania corporation, (_herei.naftér called MAtlantic"), DELHI OIL CORPORATION,
aDelaware Corporation, (hereinafter clfilled "Delhi®), and EL PASO NATURAL GAS
 COMPANY, a Delaware corporation, (hereina.fter called ME1 Paso"),

WHEREAS, on February 27, 1950, Atlantic and Delhi entered into a certain
contract (hereinafter referred to as the "Original Contract™) relative to the
development of various oil, gas and mmmg leases covering lands situated in
San Juan County, New Mexico, and described therein, and amended on July 21, 1950,
by Supplemental Contract; and

WHEREAS, under date of Januwary 18, 1952, Delhi and El Paso entered into
a certain 0il and Gas Lease Sale Agreejment providing for sale of some of the
interests acquired by Delhi in the Orﬂgiml Contract, as amended; and

WHEREAS, under date of Februa:{y 26, 1952, Atlantic, Delhi and El Paso
entered into a Contract and Memorandum of Contract which provided, among other
things, for the assignment of gas righjts to the base of the Mesaverde formation
to El Paso, and for execution and delivery by Atlantic to El Paso of a written,
recordable instrument designating “"Earned Gas Acreage" as defined in the Originmal
Contract; and |

WHEREAS, El Paso has completedi a gas well described as___goq g3
upon the following described ti'act of I].a.nd in San Juan County, New Mexico,

covered by United States 0il and Gas Lease dated 8-1-80 » bearing

Serial Number A —IN-9007— s to—fiit:
‘ Township _og Pl orth, Range_3g _ West, N.M.P.M.

Section S i‘le ““ ‘h ﬂﬂﬂﬂl 'V‘
containing acres, more or less; b

and is entitled to a designation oﬁuﬁh tract as Earned Gas Acreage and to

assignment of certain operating rights therein;
NOW, THEREFORE, in consideratiion of the pmisd, Atlantic, Delhi and
El Paso agree that the above described} tract of land constitutes Earned Gas
Acreage as defined in and sgpecified byl the Original Contract, as amended; that
El Paso is and shall be Operator of ulld well and the ab&ve described tract of
1. |

3.4




/'

land; and that gas and hydrocarbons produced and saved fherefrmn after payment
of royalties due the Lessor and an overriding royalty of _¢we per cent
(g %) set out m_mmmm Atlamgic Sefining <o. to
san luan asin Pesl shall be owned in the following proportionss

‘1. Until El Paso has recovered its expenditures from the "Development

Account" as provided in the Original Contract, as amended, Atlantic shall own and
receive free and clear of all develomment a.nd opérating costs, one-fourth (1/4)
thereof, and El Paso shall own and receive thf-ee-fourths (3/4) thereof, out of
which it shall pay and discharge all current (jppera.ting costs and all of the over-
riding royalty reserved by Delhi as provided lby the .Oil and Gas Lease Sale Contract
of Junuary 18, 1952;

2. After El Paso has recovered its e:‘;penditures from the “"Development
Account", then Atlantic shall own and receiveione-ha.lf (1/2) thereof, subject to
its proportionate share of outstanding myalties » overriding royalties and current
operating costs; and El Paso shall own and réceive one-half (1/2) thereof,
subject to its proportionate share of outstan&ing royalties, overriding royalties
and current operating costs; and suhject to the burden of ovex;riding royalties
reserved by Delhi upon such share.

Atlantic has agreed to sell to El Pasd and El1 Paso ‘ha.s agreed to pur-
chase from Atlantic all of Atlantic's J'.nterest;L in such gas and the liquid
hydrocarbons contained therein for a period oﬁ ten(10) years from February 26,
1952, El Paso will account to Atlantic for a]Jl gas taken from the above described
well and tract of land at the highest price bejing paid at date of purchase by any
bona fide pipe line company for gas at the weltlhead within one hundred (100) miles
thereof considering quantity of delivery, qualnty of gas, pressure of delivery, and
right of extraction of liquids, For Atlantic's interest in all liquid hydrocarbons
hereafter recovered or extracted from such gas, El Paso shall pay to Atlantic
in cash a price equivalent of the fair market frvalue of thirty-three and one-third
per cent (33 1/3%) thereof, At all times prioj:r to the completion of construction
and commencement of operation by El Paso of a plant for the extraction of such .

liquids, El Paso shall pay to Atlantic in 'cas;h the estimated value of thirty-
three and one~third per cent (33 1/3%) of all Mqtnds produced with or contained
in gas produced from the IMeanerde formation ¢d removed from the subject lands

2,




and applicable to Atlanticts interest therein, regardless of whether such liquids
are extracted from the gas. '

This Assignment supplements the Original Gentﬁct of February 27, 1950,
as amended, the 0il and Gas Lease Sale Agreement of Jamuary 18, 1952, and the
Contract and Hemorandum of Agreement of February 26, 1952, but does not medify

or change any provisions contained in any of said contracts or agreements, and

this Assignment is made subject to the applicable terms and provisions thereof.
IN VITNESS WHEREOF, this Assigmment of Operating Rights is executed the

dayﬁdy;g&ﬁut hereinabove written.
sif Sl

FATTRST: . - THE ATLANTIC REFINING COMPANY

' DELHI OIL CORPORATION

Vice President — WP

!

iy,

“”\\nnu
wh

Po SRR . ’ ’
“ame™ On this A day of B 1953, before me personally appeared

. » to me persomally knowm, who, after being by me duly
aworn did say that he is the Vice President of THE ATLANTIC REFINING COMPANY,

a corporation, and that the seal affixed to the foregoing instrument is the
torporate seal of said corporation and that said instrument was signed and sealed

yin behalf of said corporation by authority of its Board of Directors, and said
YR S ggﬁsz -__acknowledged said ingtrument to be the free act
Fa MM said corporation.

A day ofw 1953, before me personally appeared

to me personally known, who, after being my me duly
3.




S ‘, C

that he is the Vice President of DELHI OIL CORPORATION, a corporation,
and that the seal affixed to the foregoing instrument is the corporate seal of
said corporation, and that said instrument was signed and sealed in behalf of said

corporation by GZrity of its Board of Directors, and sai 7
/ /7~ acknowledged said instrument to Be the free act and

sworn did say

. g_e_%l y of said rporat?./qp_.\

<7 g IN VITNESS uﬁaasgr, I have hereunto set my hand and affixed my official
~{ i geal the day and year in this certiffte irdt above written.

— wwzfzj _%z_a_/zé_

-

Lo

I My comnfssion expires:
6;; Y, .f y Notary Publid in and fo %nas County,
R grracrids State of Texas

MARGUERITE SPENCER

A
y / Notary Public, Dallas County, Texas
‘STATE OF TEXAS My Commission Expires June 1, 1955

COUNTY OF EL PASO

On this é day of

s 19;% before me personally appeared
H. F, STEEN to me/personally known, who, after being by
me duly sworn did say that he¢ js the Vié¢ President of EL PASO NATURAL GAS
COMPANY, a corporation, and t the seal affixed to the foregoing instrument is
the corporate seal of said corporation, and that sdid instrument was signed and
sealed in behalf of said corporation by authority of its Board of Directors; and
said Ho F. STEE 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 officijal
seal the day and year in this certificate first ab\ov written.—

wen My commission expires:

otary Public in and for EL Paso County,

o

‘\\:\‘k PU&JLY .
‘\‘A‘_{" '((s,"." Eise M. Richardson Stat o s
S ‘,bl Y otmty, Texas
DR Ty o cinn e nf e Son T AT
Dz (\ -\ t).‘
i& P ~Q -~
= ﬂ,"», IJ’ <
Ly e S
¥ o X
’I.,,“’”‘ “,\“
KeZeew &

4,




éé' ’ . — R'?/Z . "‘ b
SRR OlI°' AND GAS LEAS/ P it pocting clauss )

o
Agreement, Made and entered into the @2 dayof L , 1953

by and between_____Rose Rosenwein, a feme sole,

of.;.m_m"mumm_mmm hereinafter called
lessor (whether one or more), and . El Pago Natural Gas Company, Post Office Box 1492,

El Paso, Texas, (a Delaware Corperatien) hereinafter called lessee:
Witnesseth: Thas the said lessor, for and in consideration of Doliars,

cash in band paid, the receipt of which is hereby acknowledged, and of the covenants and agreements hereinafter contained
on part of lessee to be paid, kept and performed, has granted, demised, leased and let and by these presents does grant, de-
mise, lease and let unto thesaid lessee for the sole and only purpose of exploring by geophysical and other methods, mining
and operating for oil and gas, and of laying of pipe lines, and of building tanks, powers, stations and structures thereon to

produce, save and take care of said products, all that certain tract of land situated in the County of San Juan
Swuse of .. New. Mexdico _described as follows, to-wit: N

SE/4 _WW/4 SE/4

of Section .3 . ... Township .30_North _Range .10 West and containing Ten (10) ... .. . acres more or less.

It is agreed that this lease shall remain in force for a term of.ﬁn.m_years from this date, and as long thereafter as

oilior gas or either of them is produced from seid land, or from lands with which 8aid land is pooled therewith, by lessee.
:'In considerstion of the premises the said lesses covenants and agrees:

1st. To deliver t0 the credit o lessor, fres of agat, in the pige line 90 which lssess may connect wells on said land, the equal one-eighth part y

of the mivket valus at the medil & s Wil o

’ s wells proeduced from the leased premises and sold; or cne-ecighth (1/8) of the

‘ mrket value at the mouth of the well of gas from gas wells produced from the leased pre-
othervise used off the leased

or
premises; such royalties to be payable momthly; and Lessor to have gas free of cost from
any suwch well fer all all imside lights in the principal dwelling on said land
d:iknfndthe samp time, by making Lessor!s own comnection with the well at Lessor's o
b CXDOnse .. :

.............................................. , or its successors. which shall continue as the depository regardless of chaﬁkes in the ownership
of said land, the sum of .. ___.. m(ﬂQ.OQ)-— - - LS. S SR DO, - - AP = ... ..=_..dollars

which shall operate as & rental and cover the privilege of deferring the commencement of a well tor. Twelve (12) months from said date.
In like manner and upon like payments or tenders, tne commencement of a well may be further deferred for like periods of the same number of
months successively. And it is understood and agreed that the consideration first recited herein, the down payment, covers not only the privi-
lege granted to the date when said first rental is payable as aforesaid, but aiso the lessee’s option of ext.emﬁng that period as aforesaid, and
any and all other rights conterred. ’
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 t{e immediate vicinity thereof, when in Lessee’s judgment it is newssar; or advisable to gopso in order to
p::gserly develop and operate said lease premises so as to promote the conservation of oil, gas or other minerals in and under and that may be
produced from said premises, such pooling to be of tracts contiguous to one another and to be into a unit or units not exceeding 40 acres
each in the event of an oil well, or into a unit or units not exceeding 640 acres each in the event of a gas well.  Lessee shall execute in writing
and record in the conveyance records of the county in which the land herein leased is situated an instrument identifying and deseribing the pool-
ed acreage. The entire acreage so pooled into a tract or unit shall be treated, for all purposes except the payment of royalties on production
from the pooled unit, as if it were included in this lease. If production is found on the pooled acreage, it shall be treated as if production is

: had from this lease, whether the well or wells be located on the premises covered by this lease or not. In lieu of the royalties elsewhere herein

{ specified, lessor shall receive on production from a unit so pooled only such portion of the royalty stipulated herein as the amount of his acre-

‘ age 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.

Should the first well drilled on the above described land, or on acreage pooled therewith, be a dry hole, then, and in that event, if a second
well i3 not commenced on said land, or on acreage pooled therewith, within twelve months from the expiration of the last rental period for

; which rental has been paid, this lease shall terminate as to both parties. unless the lessee on or before the expiration of said twelve months

shall resume the payment of rentals, in the same amount and in the same manner as hereinbefore provided. And it is agreed that upon the
resumption of the paymens of rentals as above provided, that the provisions, hereof governing the payment of rentals and the effect thereof,
shall continue in force just as though there had been no interruption in the rental payments, and if the lessee shall commence to drill a well with-
in the term of this lease or any extension thereof, or on acreage pooled therewith, the lessee shall have the right to drill such well tocompletion
with reasonable diligence and dispatch, and if oil or gas, or either of them, be found in paying quantities, this lease shall continue and be in
force with like effect as if such well had been completed within the term of years first mentioned.
£f said lessor owns & less interest in the above described land than the entire and undivided fee simple estate therein, then the rovalties
i and rentals herein provided for shall be paid the said lessor only in the proportion which lessor’s interest gears to the whole and undivided fee.
Lessee shall have the right to use, free of cost, gas, oil and water produced on said land for lessee's operation thereon, except water from
the wells of lessor.
When requested by lessor, lessee shall bury lessee's pipe lines below plow depih.
No well shall be drilled nearer than 200 feet t0 the house or barn now on said premises without written conseny of lessor.
Lessee shall pay for damages cansed by lauee’s_opent.ions to growing crops on said land.
Leasee shall have the right at any time to remove all machinery and fixtures placed on said premises, including the right to draw and re-
move casing.

. If the estate of either party hereto is assigned-—and the privilege of assigning in whole or in part is expressly allowed—the covenants
hereof shall extend to their heirs, exacutors, administrators, successors or assigns, but no change in the ownership of the land, or assignments
of reatal or royalties shall be binding on the lessee until after the lessee has been furnished with & written transfer or assignment or a true
eopy thereof; and it is hereby agreed that in the event this lease shall be usixnedutos'pmoruto parts of the above described lands

- the assi or assignees of such part or parts shall fail or make default in the payment of the proportionate part of the rents due from him

L’L" or them, such default shall not operate to defeat or affect this lease in so far as it covers a part or parts of said lands upon which the said lessee

|

or any assignee thereof shall make due payment of said rental. In case lessee assigns this lease, in whole or in part, lessee shall te rel'eved of all

{ obligutions with respect to the assigned portion or portions arising subsequent to the date of assignment.

. All express or implied covenants of this lease shall be subject 1o all Federal and State Laws, Executive Orders, Rules, or Regulations,

1\ and this lease shall not be terminated, in whole or in part, nor lessee held liable in damages, for failure to comply therewita, if compliance is

! preveénted by, or if such failure is the result of, any such Law, Order, Rule or Regulation. -

; Lessor hereby warrants and agrees 1o defend the title to the lands berein described, and agrees that the lessee shall have tiie right at any
time to redeem for lessor, by payment, any mortgages, taxes or other lieus on the above described lands, in the event of defanlt of payment by
iessor, and be sul ted t0 the rights of the holder thereof, and the undersigned lessors, for themselves and their heirs, successors and assigns
hereby surrender and release all right of dower and homestead in the premises described herein, insofar as said right of dower and homes
may in any way affect the purposes for which this lease is made, as recited .

[N TESTIMONY WHEREOF WE SIGN, This the__©¢ == ___ ay of g, 19530
.}.-.f.tum‘

A I ont omEsTARY

—— D T Y -
L L D T OO

ILL EG|BL Fil=tl
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ACKNOWLEDGMEN plicable vhen lande are in
. Oklahoma, ebrutl, Arizona
COUNTY OF and/or New Mmco

BE IT REMEMBERED, That on this....... 808 ___day of ... .y A. D., 1993, before me, a Notary

Public, in and for said County, personally appeared mm a fems sole,
L

' to me known to be

the ﬂmnal peuon ...... described in and who executed the within and foregoing instrum acknowledged to me dut...“

4 free and voluntary act and deed for the uses and thetemmfoﬂ.h.
WlTNESS WHBRBOF I have hereunto set my official signarure and affi i %{Mﬁ above
v

) ¥Y &ﬁﬂmon'}xpnm Jums 2, 1997 { X 3 16;‘" ¥ Notary Public
. '-._‘srw or 1 .y s
.CW D{\ ] §8. s, Wyomiag or ora

I, a Notary Public, in and for said County and State, do hereby certify that

personally known to me to be the person whose name subscribed to the within instrument, appeared before me this day

in person and acknowledged that.. signed, sealed and delivered the said instrument of writing as
voluntary act and deed for the uses and purposes therein set forth.

WITNESS my hand and official seal this day of

My commission expires

STATE OF
COUNTY OF

sppeared . to me known
to be the identical person who subscribed the name of the maker thereof to the foregoing instrument as its

and acknowledged to me that he executed the same as his free and voluntary act and deed and as the free
and voluntary act and deed of such corporation, for the uses and purposes therein set forth.
Given under my hand and seal of office the day snd year last above written.

My commission expires. Notary Public

Jo Aep *

- :,'X"'"l!

e S

S3DY JO "ON

SPHY" 40 BLVIS

"0 ey Jo spson
vensen ""”‘77?”“1“

7

..--77-.....“.‘1 -
ur papiodas Amp pue PRy

(7

‘'SS

¢ esnvpo lun‘ooa lmn— ’. ;
TVIDAIS §8 8¥ADNQONUS

HSVAT SVO ANV TIO

&gel ‘

OKLAHOMA FORM OF ACKNOWLEDGMENT WHERE GRANTOR SIGNS BY MARK

NM&Mmbmmmmmqtnw by a person who cannot write his name he shall execute the same by his
mnk.undhu -thrmenn-r mark by one of two persons who saw such mark made, who shall write their names on

STATE OF
} ss.

COUNTY OF
On this day of A. D, 19....... , before me, the undersigned, a Notary Public, in and for

the County and State aforessid, personally appeared

‘ ‘ - to me known
Yhoexeauedthethhmandfomgungmsmn?entby mmypruuuteandmthe

as witnesses, the said

executed the same as free and voluntary act and deed for the uses and

Given under my band and seal the day and year Jast above written.
- ‘ﬂyamm . Notary Public




