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OPERATING AGREEMENT 

THIS AGREEMENT, entered into this day of , 19 , between 
TransOcean O i l , I n c . 

hereafter designated as "Operator", and the signatory parties other than Operator. 

WITNESSETH, THAT: 

WHEREAS, the parties to this agreement are owners of oil and gas leases covering and, if so indicated, 

unleased mineral interests in the tracts of land described in' Exhibit "A", and all parties have reached an 
and evaluate by a l l acceptable geologica l and geophysical methods 

agreement to explore/and develop these leases and interests for oil and gas to the extent and as hereinafter 

provided; 

NOW, THEREFORE, it is agreed as follows: 

1. DEFINITIONS 

As used in this agreement, the following words and terms shall have the meanings here ascribed to 

them. 

(1) The words "party" and "parties" shall always mean a party, or parties, to this agreement. 

(2) The parties to this agreement shall always be referred to as "i t" or "they", whether the parties be cor­

porate bodies, partnerships, associations, or persons real. 

(3) The term "oil and gas" shall include oil, gas, casinghead gas, gas condensate, and all other liquid or gase­

ous hydrocarbons, unless an intent to limit the inclusiveness of this term is specifically stated. 

(4) The term "oil and gas interests" shall mean unleased fee and mineral interests in tracts of land lying 

within the Unit Area which are owned by parties to this agreement. 
.as used herein shall be intended and is to be considered as 

(5) The term "Unit Area'* ohalTjcicg to aaa include ail of the landm oil and gao loacohola intorootc ana oil 
the Area of Mutual Interest^ unless spec i f i ca l ly statea otherwise. 

and gac intorootc intended to bo developed and operated for, oil and gas purposes under this agraamanl. 
Dueh landa, eil and gaa leasehold intorooto and oil and gac interocto ore doooribod in Enhibit "A". 

(6) The term "drilling unit" shall mean the area fixed for the drilling of one well by order or rule of any 

state or federal body having authority. If a drilling unit is not fixed by any such rule or order, a drilling 

unit shall be the drilling unit as established by the pattern of drilling in the Unit Area or as fixed by ex­

press agreement of the parties. 

(7) All exhibits attached to this agreement are made a part of the contract as fully as though copied in full 

in the contract. 

(8) The words "equipment" and "materials" as used here are synonymous and shall mean and include all 

oil field supplies and personal property acquired for use in the Unit Area. 
2. TITLE EXAMINATION, LOSS OF LEASES AND OIL AND GAS INTERESTS 

A. TITLE EXAMINATION: 

There shall be no examination of t i t l e to the land covered hereby except that t i t l e 
to each d r i l l site lease shall be examined on a complete abstract record by 
Operator's attorney or an attorney employed by Operator for this purpose, and the 
t i t l e to any such lease or leases and the fee t i t l e of the lessors therein must 
be approved by the examining attorney or accepted by a l l parties hereto prior to 
the commencement of drilling operations on any well drilled hereunder; however, in 
the event any well drilled hereunder is completed as a commercial producer and the 
lease on which the well is located is pooled or unitized with other leases to form 
either a declared unit or a spacing unit designated by a governmental authority, 
Operator shall examine the t i t l e to the lease(s) and lands included in said unit on 
an abstract certified from the sovereignty of the soil to a date subsequent to the 
date on which such well was completed. A copy of the examining attorney's opinion 
shall be sent to each party immediately after the opinion is written, and also, each 
party shall be given, as they are written, a copy of a l l supplemental t i t l e opinions 
A good faith effort shall be made by the Operator to satisfy the examining attorney' 
ti t l e requirements covering the d r i l l site tract, or any lease or leases covered 
hereby and included in a declared unit or spacing unit designated by a governmental 
authority. The cost of abstracts, supplemental abstracts, t i t l e examination, 
supplemental t i t l e examination, and the cost of satisfying any t i t l e requirements 
or curing any t i t l e defects, insofar as such costs relate to leases or lands covered 
by this Operating Agreement, shall be charged to the joint account. 

"Joint Loss" 



A.A.P.L. FORM 610 

obligationo and of ciiccoo royalty, oil pavmontoi and other apodal burdono. A copy of onoh title opinion) and 

of each supplemental opinion, and of all final opinions, shall be sent promptly to each party. The opknon of 

the examining attorney concerning the validity of the title to each oil and gas interest and each^&ase, and the 

amount of interest covered thereby shall be binding and conclusive on the parties, but̂ tne acceptability of 

leases as to primary term, royalty provisions, drilling obligations, and special burdens, shall be a matter for 

approval and acceptance by an authorized representative of each party. 

All title examinations shall be made, and title reports submitted, within a period of days after the 

submission of abstracts and title papers. Each party shajlf*ui good faith, try to satisfy the requirements of the 

examining attorneys concerning its leases and interests, and each shall have a period of days from 

receipt of title report for this purpose. If tha f̂itle to any lease, or oil and gas interest, is finally rejected by 

the examining attorney, all parties shall then be asked to state in writing whether they will waive the title 

defects and accept the leases or̂ mterests, or whether they will stand on the attorney's opinion. If one or more 

parties refuse to waive title defects, this agreement shall, in that case, be terminated and abandoned, and all 

abstracts and titlê papers shall be returned to their senders. If all titles are approved by the examining at­

torneys, or^areaccepted by all parties, and if all leases are accepted as to primary terms, royalty provisions, 

drilljprgobligations and special burdens, all subsequent provisions of this agreement shall become operative 

TOmadiately, and the parties ohall prooood to their performance as they are hereinafter stated. 

B. Failure of Title: 

After all titles are approved or aoooptod, Any defects of title that may develop shall be the joint re­

sponsibility of all parties and, if a title loss occurs, it shall be the loss of all parties, with each bearing its pro­

portionate part of the loss and of any liabilities incurred in the loss. If such a loss occurs, there shall be no 

change in, or adjustment of, the interests of the parties in the remaining portion of the Unit Area. 

C. Loss of Leases For Other Than Title Failure: 

If any lease or interest subject to this agreement be lost through failure to develop or because express 

or implied covenants have not been performed, or if any lease be permitted to expire at the end of its primary 

term and not be renewed or extended, the loss shall not be considered a failure of title and all such losses shall 

be joint losses and shall be borne by all parties in proportion to their interests and there shall be no readjust­

ment of interests in the remaining portion of the Unit Area. 

3. UNLEASED OIL AND GAS INTERESTS 

If any party owns an unleased oil and gas interest in the Unit Area, that interest shall be treated for 

the purpose of this agreement as if it were a leased interest under the form of oil and gas lease attached as 

Exhibit "B" and for the primary term therein stated. As to such interests, the owner shall receive royalty on 

production as prescribed in the form of oil and gas lease attached hereto as Exhibit "B". Such party shall, 

however, be subject to all of the provisions of this agreement relating to lessees, to the extent that it owns 

the lessee interest. Neither Party owns an unleased interes t . No Exhibit "B" i s attached. 

4. INTERESTS OF PARTIES 

Exhibit "A" lists all of the parties, and their respective percentage or fractional interests under this 

agreement. Unless changed by other provisions, all costs and liabilities incurred in operations under this con­

tract shall be borne and paid, and all equipment and material acquired in operations on the Unit Area shall be 

owned, by the parties as their interests are given in Exhibit "A". All production of oil and gas from the 

Unit Area, subject to the payment of lessor's royalties, shall also be owned by the parties in the same manner. 

— 2 — 

"Joint Loss" 



A.A.P.L. F O R M 610 Revised 1967 

If the interest of any party in any oil and gas lease covered by this agreement is subject to an overriding 

royalty, production payment, or other charge over and above the usual one-eigthh (%) royalty, such party shall 

assume and alone bear all such excess obligations and shall account for them to the owners thereof out of its 

share of the working interest production of the Unit Area. 

5. OPERATOR OF UNIT 

TransOcean O i l , Inc . shall be the Operator of 

the Unit Area, and shall conduct and direct and have full control of all operations on the Unit Area as per­
mitted and required by, and within the limits of, this agreement. It shall conduct all such operations in a good 
and workmanlike manner, but it shall have no liability as Operator to the other parties for losses sustained, 
or liabilities incurred, except such as may result from gross negligence or from breach of the provisions of 
this agreement. 

6. EMPLOYEES 
The number of employees and their selection, and the hours of labor and the compensation for services 

performed, shall be determined by Operator. All employees shall be the employees of Operator. 

7. TEST WELL 

On or before A p r i l 1, 1977, Operator shall commence the d r i l l i n g of the f i r s t 

of five (5) exploratory commitment wells as provided for i n the 

Agreement of which this exhibit i s a part thereof. 

Operator shall make reasonable tests of all formations encountered during drilling which give indica­

tion of containing oil and gas in quantities sufficient to test, unless this agreement shall be limited in its ap­

plication to a specific formation or formations, in which event Operator shall be required to test only the 

formation or formations to which this agreement may apply. 

If in Operator's judgment the well will not produce oil or gas in paying quantities, and it wishes to 

plug and abandon the test as a dry hole, it shall first secure the consent of all parties to the plugging, and the 

well shall then be plugged and abandoned as promptly as possible. 

8. COSTS AND EXPENSES 

Except as herein otherwise specifically provided, Operator shall promptly pay and discharge all .costs 
exploration (including geological and geophysical methods), 

and expenses incurred in the/development and operation of the Unit Area pursuant to this agreement and shall 
charge each of the parties hereto with their respective proportionate shares upon the cost and expense basis 

provided in the Accounting Procedure attached hereto and marked Exhibit "C". If any provision of Ex­

hibit "C" should be inconsistent with any provision contained in the body of this agreement, the provisions in 

the body of this agreement shall prevail. 

Operator, at its election, shall have the right from time to time to demand and receive from the other 

parties payment in advance of their respective shares of the estimated amount of the costs to be incurred in 

operations hereunder during the next succeeding month, which right may be exercised only by submission to 

each such party of an itemized statement of such estimated costs, together with an invoice for' its share there­

of. Each such statement and invoice for the payment in advance of estimated costs shall be submitted on or 

before the 20th day of the next preceding month. Each party shall pay to Operator its proportionate share of 

such estimate within fifteen (15) days after such estimate and invoice is received. If any party fails to pay its 
ten (10%) 

share of said estimate within said time, the amount due shall bear interest at the rate of sw percent 0>%) per 

annum until paid. Proper adjustment shall be made monthly between advances and actual cost, to the end 

that each party shall bear and pay its proportionate share of actual costs incurred, and no more. 
— 3 — 
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9. OPERATOR'S LIEN 

Operator is given a first and preferred lien on the interest of each party covered by this contract, and 

in each party's interest in oil and gas produced and the proceeds thereof, and upon each party's interest in ma­

terial and equipment, to secure the payment of all sums due from each such party to Operator. 

In the event any party fails to pay any amount owing by it to Operator as its share of such costs and 

expense or such advance estimate within the time limited for payment thereof, Operator, without prejudice to 

other existing remedies, is authorized, at its election, to collect from the purchaser or purchasers of oil or gas, 

the proceeds accruing to the working interest or interests in the Unit Area of the delinquent party up to the 

amount owing by such party, and each purchaser of oil or gas is authorized to rely upon Operator's statement 

as to the amount owing by such party. 

In the event of the neglect or failure of any non-operating party to promptly pay its proportionate part 

of the cost and expense of development and operation when due, the other non-operating parties and Operator, 

within thirty (30) days after the rendition of statements therefor by Operator, shall proportionately contribute 
i 

to the payment of such delinquent indebtedness and the non-operating parties so contributing shall be entitled 

to the same lien rights as are granted to Operator in this section. Upon the payment by such delinquent or 

defaulting party to Operator of any amount or amounts on such delinquent indebtedness, or upon any recovery 

on behalf of the non-operating parties under the hen conferred above, the amount or amounts so paid or re­

covered shall be distributed and paid by Operator to the other non-operating parties and Operator propor­

tionately in accordance with the contributions theretofore made by them. 

10. TERM OF AGREEMENT 

This agreement shall remain in full force and effect for as long as any of the oil and gas leases subjected 

to this agreement remain or are continued in force as to any part of the Unit Area, whether by production, ex­

tension, renewal or otherwise; provided; hcwovar) that in the event the firot wall drilled hereunder rooulj, 

a dry hole and no other well is producing oil or gas in paying quantities from the Unit ̂ Areâ +Wnat the end 

of ninety (90) days after abandonment of the first test well, this agreemerUs>alr<terminate unless one or 

more of the parties are then engaged in drilling a well or wellŝ ^wrtuant to Section 12 hereof, or all parties 

have agreed to drill an additional well or wells ̂ und,ej>tm-s"agreement, in which event this agreement shall con­

tinue in force until such well or weJls-^hSuhave been drilled and completed. If production results there­

from this agreement shĵ i-eorlfmue in force thereafter as if said first test well had been productive in paying 

quantitiesJJ=*rt""tfproduction in paying quantities does not result therefrom this agreement shall terminate 

'ie cad ef ninety (00) dayo after abandonment «i aueh well or wollo. It is agreed, however, that the term­

ination of this agreement shall not relieve any party hereto from any liability which has accrued or attached 

prior to the date of such termination. 

11. LIMITATION ON EXPENDITURES 
, „ . . . . other than, the f ive , (5) exploratory commitment wells 

Without the consent of all parties: (a) No well/shall be drilled on the Unit Area except any well ex­

pressly provided for in this agreement and except any well drilled pursuant to the provisions of Sections 12 & 31 

of this agreement, it being understood that the consent to the drilling of a well shall include consent to all 

necessary expenditures in the drilling^testing, completing, and equipping of the well; including nocaawy 

tai'iltage; (b) No well shall be reworked, plugged back or deepened except a well reworked, plugged back or 

deepened pursuant to the provisions of Section 12 of this agreement, it being understood that the consent to 

the reworking, plugging back or deepening of a well shall include consent to all necessary expenditures in 

conducting such operations and completing and equipping*of said well to produce, including necessary tank­

age; (c) Operator shall not undertake any single project reasonably estimated to require an expenditure in 

excess n f Fi f teen thousand and no/100 n n l 1 a r s r $ 15,000.00 } 

except in connection with a well the drilling, reworking, deepening, or plugging back of which has been pre­

viously authorized by or pursuant to this agreement; provided, however, that in case of explosion, fire, flood, 

or other sudden emergency, whether of the same or different nature, Operator may take such steps and incur 

such expenses as in its opinion are required to deal with the emergency and to safeguard life and property, 

but Operator shall, as promptly as possible, report the emergency to the other parties. Operator shall, upon 

nequoot, furnish copies of its "Authority for Expenditures" for any single project costing in ex­

cess of * 5.000.00 
•subject to the stipulations of Paragraph — 
31(b) 
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12. OPERATIONS BY LESS THAN A L L PARTIES 

development 

If al! the parties cannot mutually agree upon the drilling of any/well on the Unit Area othor than tho 

Itii well pfeiiaVul (ttr in Section 7, or upon the reworking, deepening or plugging back of a dry hole drilled 

at the joint expense of all parties or a well jointly owned by all the parties and not then producing in paying 

quantities on the Unit Area, any party or parties wishing to drill, rework, deepen or plug back such a well 

may give the other parties written notice of the proposed operation, specifying the work to be performed, 

the location, proposed depth, objective formation and the estimated cost of the operation. The parties receiv­

ing such a notice shall have thirty (30) days (except as to reworking, plugging back or drilling deeper, where 

a drilling rig is on location, the period shall be limited to forty-eight (48) hours exclusive of Saturday or Sun­

day) after receipt of the notice within which to notify the parties wishing to do the work whether they elect 

to participate in the cost of the proposed operation. Failure of a party receiving such a notice to so reply to 

it within the period above fixed shall constitute an election by that party not to participate in the cost of the 

proposed operation. 

If any party receiving such a notice elects not to participate in the proposed operation (such party or 

parties being hereafter referred to as "Non-Consenting Party"), then in order to be entitled to the benefits 

of this section, the party or parties giving the notice and such other parties as shall elect to participate in the 

operation (all such parties being hereafter referred to as the "Consenting Parties") shall, within thirty (30) 

days after the expiration of the notice period of thirty (30) days (or as promptly as possible after the expir­

ation of the 48-hour period where the drilling rig is on location, as the case may be) actually commence work 

on the proposed operation and complete it with due diligence. 

The entire cost and risk of conducting such operations shall be borne by the Consenting Parties in the 

proportions that their respective interests as shown in Exhibit "A" bear to the total interests of all Consenting 

Parties. Consenting Parties shall keep the leasehold estates involved in such operations free and clear of all 

liens and encumbrances of every kind created by or arising from the operations of the Consenting Parties. If 

such an operation results in a dry hole, the Consenting Parties shall plug and abandon the well at their sole 

cost, risk and expense. If any well drilled, reworked, deepened or plugged back under the provisions of this 

section results in a producer of oil and^or gas in paying quantities, the Consenting Parties shall complete and 

equip the well to produce at their sole cost and risk, and the well shall then be turned over to Operator and 

shall be operated by it at the expense and for the account of the Consenting Parties. Upon commencement of 

operations for the drilling, reworking, deepening or plugging back of any such well by Consenting Parties 

in accordance with the provisions of this section, each Non-Consenting Party shall be deemed to have relin­

quished to Consenting Parties, and the Consenting Parties shall own and be entitled to receive, in proportion 

to their respective interests, all of such Non-Consenting Party's interest in the well, its leasehold operating 

rights, and share of production therefrom until the proceeds or market value thereof (after deducting pro­

duction taxes, royalty, overriding royalty and other interests payable out of or measured by the production 

from such well accruing with respect to such interest until it reverts) shall equal the total of the following: 

(A) 100% of each such Non-Consenting Party's share of the cost of any newly acquired surface equipment 

beyond the wellhead connections (including, but not limited to, stock tanks, separators, treaters, 

pumping equipment and piping), plus 100% of each such Non-Consenting Party's share of the cost of 

operation of the well commencing with first production and continuing until each such Non-Consenting 

Party's relinquished interest shall revert to it under other provisions of this section, it being agreed that 

each Non-Consenting Party's share of such costs and equipment will be that interest which would have 

been chargeable to each Non-Consenting Party had it participated in the well from the beginning of 

the operation; and 

(B) \\2$$ of that portion of the costs and expenses of drilling, reworking, deepening or plugging ^jj^Ei 

testing and completing, afteg deducting any caoh contribution!) Feecirea under See tion 26, and 200% 

of that portion of the cost of newly acquired equipment in the well (to and including the wellhead 

connections), which would have been chargeable to such Non-Consenting Party if it had participated 

therein. 
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In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall 

be permitted to use, free of cost, all casing, tubing and other equipment in the well, but the ownership of all 

such equipment shall remain unchanged; and upon abandonment of a well after such reworking, plugging 

back or deeper drilling, the Consenting Parties shall account for all such equipment to the owners thereof, 

with each party receiving its proportionate part in kind or in value. 

Within sixty (60) days after the completion of any operation under this section, the party conducting 

the operations for the Consenting Parties shall furnish each Non-Consenting Party with an inventory of 

the equipment in and connected to the well, and an itemized statement of the cost of drilling, deepening, 

plugging back, testing, completing, and equipping the well for production; or, at its option, the operating 

party, in lieu of an itemized statement of such costs of operation, may submit a detailed statement of monthly 

billings. Each month thereafter, during the time the Consenting Parties are being reimbursed as provided 

above, the Consenting Parties shall furnish the Non-Consenting Parties with an itemized statement of all 

costs and liabilities incurred in the operation of the well, together with a statement of the quantity of oil 

and gas produced from it and the amount of proceeds realized from the sale of the well's working interest 

production during the preceding month. Any amount realized from the sale or other disposition of equip­

ment newly acquired in connection with any such operation which would have been owned by a Non-Con­

senting Party had it participated therein shall be credited against the total unreturned costs of the work done 

and of the equipment purchased, in determining when the interest of such Non-Consenting Party shall revert 

to it as above provided; if there is a credit balance it shall be paid to such Non-Consenting Party. 

If and when the Consenting Parties recover from a Non-Consenting Party's relinquished interest the 

amounts provided for above, the relinquished interests of such Non-Consenting Party shall automatically 

revert to it and from and after such reversion such Non-Consenting Party shall own the same interest in such 

well, the operating rights and working interest therein, the material and equipment in or pertaining thereto, 

and the production therefrom as such Non-Consenting Party would have owned had it participated in the 

drilling, reworking, deepening or plugging back of said well. Thereafter, such Non-Consenting Party shall be 

charged with and shall pay its proportionate part of the further costs of the operation of said well in accord­

ance with the terms of this agreement and the accounting procedure schedule, Exhibit "C", attached hereto. 

Notwithstanding the provisions of this Section 12, it is agreed that without the mutual consent of all 

parties, no wells shall be completed in or produced from a source of supply from which a well located else­

where on the Unit Area is producing, unless such well conforms to the then-existing well spacing pattern 

for such source of supply. 

The provisions of this section shall have no application whatsoever to the 
d r i l l i n g of the i n i t i a l five (5) Exploratory Commitment Wells or additional 
Exploratory Wells as provided for i n the Agreement or Joint Operating Agreement but 
shall apply to the completion, reworking, deepening, or plugging back of such well or 
wells, i f i t i s , or thereafter shall prove to be, a dry hole or non-commercial well, 
and to a l l other wells d r i l l e d , reworked, deepened or plugged back, or proposed to be 
d r i l l e d , reworked, deepened, or plugged back, upon the Unit Area. 

13. RIGHT TO TAKE PRODUCTION IN KIND 

Each party shall take in kind or separately dispose of its proportionate share of all oil and gas pro­

duced from the Unit Area, exclusive of production which may be used in development and producing oper­

ations and in preparing and treating oil for marketing purposes and production unavoidably lost. Each party 

shall pay or deliver, or cause to be paid or delivered, all royalties, overriding royalties, or other payments 

due on its share of such production, and shall hold the other parties free from any liability therefor. Any 

extra expenditure incurred in the taking in kind or separate disposition by any party of its proportionate 

share of the production shall be borne by such party. 

Each party shall execute all division orders and contracts of sale pertaining to its interest in produc­

tion from the Unit Area, and shall be entitled to receive payment direct from the purchaser or purchasers 

thereof for its share of all production. 

— 6 — 



or separately .dispose of i t s proportionate share of the o i l and gas produced .from.. . • 
the unit'area, 'Operator shall have the r i g h t ; subject to revocation at w i l l by the. 
party owning i t , but not the obligation, to purchase such o i l and gas or s e l l i t to 
others for the time being, and shall account to such party for the actual net pro­
ceeds received for such production i f sold, or the current market price i f purchased 
by Operator. Any such purchase or sale by Operator shall be subject always to the 
right of the owner of the production to exercise at any time i t s right to take i n 
kind, or separately dispose of, i t s share of a l l o i l and gas not previously 
delivered to a purchaser. Any contract made by Operator specifically for the sale 
of the owner's share of the production shall not be for a term longer than i s com­
mensurate with the minimum needs of the industry under the circumstances and shall 
i n no event be for a term exceeding one year. Notwithstanding the foregoing, Operator 
shall not make a sale through interstate commerce of any other party's share of gas 
production without f i r s t f u l l y informing such other party of a l l of the terms and 
conditions of the proposed sale and any alternative dispostion that may then be known 
so that the parties may consult with respect to the des i r a b i l i t y thereof. I f , within 
ninety days (90) from notice of such proposed sale, or such lesser time as may be 
necessary to permit production i n order to satisfy the requirements of any lease, the 
parties are unable to agree upon disposition of the gas, each party shall be free to 
enter into such contract for the disposition of i t s share of the gas as i t may desire, 
and i f one party should be prepared to deliver i t s share of the gas before the other, 
i t shall have the right to do so, and the parties shall enter into an appropriate 
balancing agreement. ,, ,„™„ 

14. ACCESS TO UNIT AREA 

Each party shall have access to the Unit Area at all reasonable times, at its sole risk, to inspect or 

observe operations, and shall have access at reasonable times to information pertaining to the development 

or operation thereof, including Operator's books and records relating thereto. Operator shall, upon request, 

furnish each of the other parties with copies of all drilling reports, well logs, tank tables, daily gauge and 

run tickets and reports of stock on hand at the first of each month, and shall make available samples of any 

cores or cuttings taken from any well drilled on the Unit Area. 

15. DRILLING CONTRACTS 

All wells drilled on the Unit Area shall be drilled on a competitive contract basis at the usual rates 

prevailing in the area. Operator, if it so desires, may employ its own tools and equipment in the drilling 

of wells, but its charges therefor shall not exceed the prevailing rates in the field, and the rate of such 

charges shall be agreed upon by the parties in writing before drilling operations are commenced, and such 

work shall be performed by Operator under the same terms and conditions as shall be customary and usual 

in the field in contracts of independent contractors who are doing work of a similar nature. 

16. ABANDONMENT OF WELLS 
or completed pursuant to Section 31(b) 

No well, other than any well which has been drilled or reworked pursuant to Section 12/hereof for 

which the Consenting Parties have not been fully reimbursed as therein provided, which has been com­

pleted as a producer shall be plugged and abandoned without the consent of all parties; provided, however, 

if all parties do not agree to the abandonment of any well, those wishing to continue its operation shall tender 

to each of the other parties its proportionate share of the value of the well's salvable material and equip­

ment, determined in accordance with the provisions of Exhibit "C", less the estimated cost of salvaging and 

the estimated cost of plugging and abandoning. Each abandoning party shall then assign to the non-

abandoning parties, without warranty, express or implied, as to title or as to quantity, quality, or fitness for use 

of the equipment and material, all of its interest in the well and its equipment, together with its interest in 

the leasehold estate as to, but only as to, the interval or intervals of the formation or formations then open 

to production. The assignments so limited shall encompass the "drilling unit" upon which the well is located. 

The payments by, and the assignments to, the assignees shall be in a ratio based upon the relationship of 

their respective percentages of participation in the Unit Area to the aggregate of the percentages of partici­

pation in the Unit Area of all assignees. There shall be no readjustment of interest in the remaining portion 

of the Unit Area. 

After the assignment, the assignors shall have no further responsibility, liability, or interest in the 

operation of or production from the well in the interval or intervals then open. Upon request of the assignees, 

Operator shall continue to operate the assigned well for the account of the non-abandoning parties at the 

rates and charges contemplated by this agreement, plus any additional cost and charges which may arise as 

the result of the separate ownership of the assigned well. 
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17. DELAY RENTALS 

Delay rentals w i l l be paid i n accordance with A r t i c l e V I I of the 
Agreement. 

18. ASSIGNMENT 

The rights of a l l parties hereto may be sold, assigned or transferred, i n 
whole or i n equal undivided parts, provided that each transfer of interest shall 
contain a statement recognizing the rights of the remaining Parties under this 
agreement and recit i n g that the interest so sold or transferred i s subject to 
this agreement. No change i n ownership of any rights hereunder (by assignment 
or otherwise) shall be binding upon Operator u n t i l Operator has been furnished 
with notice of such change by original or duly c e r t i f i e d copies of a l l recorded 
instruments, documents or other information necessary to establish a complete 
change of record t i t l e from a Party hereto. Such change shall become effective 
on the f i r s t day of the month following the month i n which Operator shall receive 
such f i n a l notice. 

I t i s a further condition hereof that before making any such sale, assignment 
or transfer, the Party proposing to do so shall be required to f i r s t settle for 
and discharge i t s portion of a l l obligations occuring under the terms of this 
agreement to the date of such assignment or sale. 

19. SELECTION OF NEW OPERATOR 

Should a sale be made by Operator of i t s rights and interest, the other Parties 
shall have the ri g h t within sixty (60) days after the date of such sale, by majority 
vote i n interest, to select a new Operator. The r e t i r i n g Operator shall continue 
to serve as Operator, and discharge i t s duties i n that capacity under this agree­
ment, u n t i l i t s successor Operator i s selected and begins to function, but the 
present Operator shall not be obligated to continue the performance of i t s duties 
for more than 120 days after the sale of i t s rights and interest has been completed. 

Any Party serving as Operator may be removed upon sixty (60) days notice by 
vote of a majority i n interest of the Parties owning an interest i n this Unit Area, 
and a new Operator shall be selected by a vote of a majority i n interest. 

In the event that any proceedings, voluntary or involuntary, i n bankruptcy or 
insolvency, shall be brought by or against Operator, or i n the event of the 
appointment of a Receiver for Operator, Operator's appointment as Operator here­
under shall forthwith cease, and Operator shall turn over the operations on the 
Unit Area as soon as a new Operator i s selected by a vote of a majority i n interest 
of the remaining Parties hereto. 

Notwithstanding any of the foregoing stipulations, i f at any time the interest of 
Operator should be less than the interest of the Estate of William G. Helis, a 
partnership, and i t s a f f i l i a t e , as defined i n the Agreement to which this Operating 
Agreement i s annexed, the Estate of William G. Helis, a partnership, shall have the right 
to become the Operator upon sixty (60) days notice and may not be removed by a vote of 
a majority i n interest, except for cause. 

— 8 — 
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20. MAINTENANCE OF UNIT OWNERSHIP 

For the purpose of maintaining uniformity of ownership in the oil and gas leasehold interests covered by 

this contract, and notwithstanding any other provisions to the contrary, no party shall sell, encumber, transfer 

or make other disposition of its interest in the leases embraced within the Unit Area and in wells, equipment 

and production unless such disposition covers either: 

(1) the entire interest of the party in all leases and equipment and production; or 

(2) an equal undivided interest in all leases and equipment and production in the Unit Area. 

Every such sale, encumbrance, transfer or other disposition made by any party shall be made expressly 

subject to this agreement, and shall be made without prejudice to the rights of the other parties. 

If at any time the interest of any party is divided among and owned by four or more co-owners, Opera­

tor may, at its discretion, require such co-owners to appoint a single trustee or agent with full authority to re­

ceive notices, approve expenditures, receive billings for and approve and pay such party's share of the joint 

expenses, and to deal generally with, and with power to bind, the co-owners of such party's interests within 

the scope of the operations embraced in this contract; however, all such co-owners shall enter into and execute 

all contracts or agreements for the disposition of their respective shares of the oil and gas produced from the 

Unit Area and they shall have the right to receive, separately, payment of the sale proceeds thereof. 
21. RESIGNATION OF OPERATOR 

Operator may resign from i t s duties and obligations as Operator at any time after the 
five (5) exploratory commitment wells have been d r i l l e d upon written notice of not less 
than ninety (90) days given to a l l other parties. In this case, a l l parties to this 
contract shall select by majority vote i n interest, not i n numbers, a new Operator who 
shall assume the responsibilities and duties, and have the rights, prescribed for Operator 
by this agreement. The r e t i r i n g Operator shall deliver to i t s successor a l l records and 
information necessary to the discharge by the new Operator of i t s duties and obligations. 
The foregoing stipulations are subject to the stipulations of Section 19 with respect to 
tbe right of the Estate of William G. Helis, a partnership, to become the Operator under 
certain circumstances. 22. LIABILITY OF PARTIES 

The liability of the parties shall be several, not joint or collective. Each party shall be responsible 

only for its obligations, and shall be liable only for its proportionate share of the costs of developing and 

operating the Unit Area. Accordingly, the lien granted by each party to Operator in Section 9 is given to se­

cure only the debts of each severally. It is not the intention of the parties to create, nor shall this agreement 

be construed as creating, a mining or other partnership or association, or to render them liable as partners. 

23. RENEWAL OR EXTENSION OF LEASES 

If any party secures a renewal of any oil and gas lease subject to this contract each and all of the other 

parties shall be notified promptly, and shall have the right to participate in the ownership of the renewal lease 

by paying to the party who acquired it their several proper proportionate shares of the acquisition cost, which 

shall be in proportion to the interests held at that time by the parties in the Unit Area. 

If some, but less than all, of the parties elect to participate in the purchase of a renewal lease, it shall 

be owned by the parties who elect to participate therein, in a ratio based upon the relationship of their respec­

tive percentage of participation in the unit area to the aggregate of the percentages of participation in the unit 

area of all parties participating in the purchase of such renewal lease. Any renewal lease in which less than 

all the parties elect to participate shall not be subject to this agreement. 

Each party who participates in the purchase of a renewal lease shall be given an assignment of its pro­

portionate interest therein by the acquiring party. 

The provisions of this section shall apply to renewal leases whether they are for 
the entire interest covered by the expiring lease or cover only a portion of i t s area 
or an interest therein. The references to renewal leases shall also apply to any 
extensions of leases and to any newly acquired leases not previously held by either 
party. The provisions of this section shall continue i n effect during the term of 
this Agreement. 



A.A.P.L. FORM 610 

24. SURRENDER OF LEASES 

The leases covered by this agreement, in so far as they embrace acreage in the Unit Area, shall not be 

surrendered in whole or in part unless all parties consent. 

However, should any party desire to surrender its interest in any lease or in any portion thereof, and 

other parties not agree or consent, the party desiring to surrender shall assign, without express or implied 

warranty of title, all of its interest in such lease, or portion thereof, and any well, material and equipment 

which may be located thereon and any rights in production thereafter secured, to the parties not desiring to 

surrender it. Upon such assignment, the assigning party shall be relieved from all obligations thereafter ac­

cruing, but not theretofore accrued, with respect to the acreage assigned and the operation of any well there­

on, and the assigning party shall have no further interest in the lease assigned and its equipment and production. 

The parties assignee shall pay to the party assignor the reasonable salvage value of the latter's interest in any 

wells and equipment on the assigned acreage, determined in accordance with the provisions of Exhibit "C", 

less the estimated cost of salvaging and the estimated cost of plugging and abandoning. If the assignment is in 

favor of more than one party, the assigned interest shall be shared by the parties assignee in the proportions 

that the interest of each bears to the interest of all parties assignee. 

Any assignment or surrender made under this provision shall not reduce or change the assignors' or sur­

rendering parties' interest, as it was immediately before the assignment, in the balance of the Unit Area; and 

the acreage assigned or surrendered, and subsequent operations thereon, shall not thereafter be subject to the 

terms and provisions of this agreement. 

25. ACREAGE OR CASH CONTRIBUTIONS 

I f any party receives while this agreement is i n force a contribution i n cash or i n 
the form of acreage towards the d r i l l i n g of a well or any other operation i n the Unit Area, 
such contribution shall be paid to the party or parties conducting the d r i l l i n g or other 
operation. Each party shall promptly n o t i f y a l l participating parties of a l l acreage or 
money contributions i t aay obtain i n support of any well or any other operation on the 
Unit Area. 

26. PROVISION CONCERNING TAXATION 

Each of the parties hereto elects, under the authority of Section 761(a) of the Internal Revenue Code of 

1954, to be excluded from the application of all of the provisions of Subchapter K of Chapter 1 of Subtitle A of 

the Internal Revenue Code of 1954. If the income tax laws of the state or states in which the property covered 

hereby is located contain, or may hereafter contain, provisions similar to those contained in the Subchapter of 

the Internal Revenue Code of 1954 above referred to under which a similar election is permitted, each of the 

parties agrees that such election shall be exercised. Each party authorizes and directs the Operator to execute 

such an election or elections on its behalf and to file the election with the proper governmental office or 

agency. If requested by the Operator so to do, each party agrees to execute and join in such an election. 

Operator shall render for ad valorem taxation all property subject to this agreement which by law 

should be rendered for such taxes, and it shall pay all such taxes assessed thereon before they become delin­

quent. Operator shall bill all other parties for their proportionate share of all tax payments in the manner 

provided in Exhibit "C". 

If any tax assessment is considered unreasonable by Operator, it may at its discretion protest such valua­

tion within the time and manner prescribed by law, and prosecute the protest to a final determination, unless 

all parties agree to abandon the protest prior to final determination. When any such protested valuation shall 

have been finally determined, Operator shall pay the assessment for the joint account, together with interest and 

penalty accrued, and the total cost shall then be assessed against the parties, and be paid by them, as provided 

in Exhibit "C". 
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27. INSURANCE 

At all times while operations are conducted hereunder, Operator shall comply with the Workmen's 

Compensation Law of the State where the operations are being conducted. Operator shall also carry or pro­

vide insurance for the benefit of the joint account of the parties as may be outlined in Exhibit "D" attached 

to and made a part hereof. Operator shall require all contractors engaged in work on or for the Unit Area 

to comply with the Workmen's Compensation Law of the State where the operations are being conducted and 

to maintain such other insurance as Operator may require. 

In the event Automobile Public Liability Insurance is specified in said Exhibit "D", or subsequently re­

ceives the approval of the parties, no direct charge shall be made by Operator for premiums paid for such i n ­

surance for operator's ful ly owned automotive equipment. 

28. CLAIMS AND LAWSUITS 

I f any party co chis contract is sued on an alleged cause of action arising ouc 
of operations on che Unit Area, or on an alleged cause of action involving t i t l e co any 
lease or o i l and gas interest subjected to this contract, i t shall give prompt written 
notice of che suit to che Operacor and a l l other parties. 

The defense of lawsuits shall be under che general direction of a committee of 
lawyers representing che parties, with Operacor's attorney as Chairman. Suits aay be 
settled during l i t i g a t i o n only with che j o i n t consent of a l l parties. No charge shall be 
made for services performed by the staff attorneys for any of the parties, but ocherwise 
a l l expenses incurred i n Che defense of suits, together with the amount paid co discharge 
any f i n a l judgment, shall be considered coses of operation and shall be charged co and 
paid by a l l parties i n proportion to their Chen incerests in che Unit Area. Accorneys,• 
ocher chan scaff attorneys for the parties, shall be employed in lawsuits involving Halt 
Area operations only with che consent of a l l parties; i f outside counsel is employed, their 
fees and expenses shall be considered Unit Area expense and shall be paid by Operator and 
charged co a l l parties in proportion co their then interests i n che Unit Area. The provi­
sions of this paragraph shall not be applied i n any instance where the loss which may 
result from the suit is treated as an individual loss rather chan a j o i n t loss under prior 

provisions of chis agreement, and a l l such suits shall be handled by and be che sole 
responsibility of che party or parties concerned. 

Damage claims caused by and arising out of operations on che Unit Area, conducted for 
Che j o i n t accounc of a l l parties, shall be handled by Operator and i t s attorneys, the set t l e ­
ment of claims of this kind shall l>e within the discretion of Operacor so long as che amount 
paid in settlement of any one claim does not exceed one thousand ($1000.00) dollars and, i f 
settled, Che sums paid i n settlement shall be charged as expense to and be paid by a l l 
parties i n proportion co their then interests i n the Unit Area. 

I f any party co chis concracc becomes aware of any incidenc or circumstances which 
might be che basis for a claim arising ouc of operations on the Unit Area or affecting 
t i t l e to any inceresc affected hereby, i t shall promptly inform a l l other parties. 

29. FORCE MAJEURE 

I f any party is rendered unable, wholly or in part, by force majeure to carry out its obligations under 

this agreement, other than the obligation to make money payments, that party shall give to all other parties 

prompt written notice of the force majeure with reasonably f u l l particulars concerning it ; thereupon, the 

obligations of the party giving the notice, so far as they are affected by the force majeure, shall be suspended 

during, but no longer than, the continuance of the force majeure. The affected party shall use all possible 

diligence to remove the force majeure as quickly as possible. 

The requirement that any force majeure shall be remedied with all reasonable dispatch shall not require 

the settlement of strikes, lockouts, or other labor difficulty by the party involved, contrary to its wishes; how 

all such difficulties shall be handled shall be entirely within the discretion of the party concerned. 

The term "force majeure" as here employed shall mean an act of God, strike, lockout, or other industrial 

disturbance, act of the public enemy, war, blockade, public riot, lightning, fire, storm, flood, explosion, gov­

ernmental restraint, unavailability of equipment, and any other cause, whether of the kind specifically enum­

erated above or otherwise, which is not reasonably within the control of the party claiming suspension. 

30. NOTICES 

A l l notices authorized or required between the parties, and required by any of the provisions of this 

agreement, shall, unless otherwise specifically provided, be given in writing by United States mail or Western 

Union Telegram, postage or charges prepaid, and addressed to the party to whom the notice is given at the 
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addresses listed on Exhibit "A". The originating notice to be given under any provision hereof shall be deemed 

given only when received by the party to whom such notice is directed and the time for such party to give any 

notice in response thereto shall run from the date the originating notice is received. The second or any re­

sponsive notice shall be deemed given when deposited in the United States mail or with the Western Union 

Telegraph Company, with postage or charges prepaid. Each party shall have the right to change its address 

at any time, and from time to time, by giving written notice thereof to all other parties. 

31. OTHER CONDITIONS, IF ANY, ARE: 

(a) After the five (5) Exploratory Commitment Wells have been d r i l l e d , 
additional Exploratory Wells may be proposed by either Party desiring to d r i l l same 
who shall so notify the other Party or Parties, and furnish the data and information 
as heretofore set out under the terms and provisions of A r t i c l e V, Subsection C of 
the Joint Venture Agreement. Within t h i r t y (30) days from the receipt of said notice, 
each other Party electing to participate i n the operation shall give notice i n writing 
of i t s intention to so participate to the proposing Party. Any Party from whom such 
notice of election to participate has not been received by the proposing Party or 
Parties within the applicable period shall be considered for a l l purposes as having 
elected not to participate. I f not a l l of the Parties hereto become participating 
Parties as provided hereinabove, then the Parties so electing to participate i n the 
d r i l l i n g of such Exploratory Well shall share i n i t s costs and benefits i n accordance 
with their proportionate interest (in the r a t i o that each Party's interest i n the 
lease acreage bears to the t o t a l interest of a l l participating Parties), the operation 
to be conducted by Operator i f a participating Party; otherwise by the Party having 
the greatest proportionate interest or as otherwise agreed upon by the participating 
Parties. The proposed Exploratory Well shall be d r i l l e d at the sole r i s k , cost and 
expense of the participating Parties, and each non-participating Party shall be deemed 
to have relinquished and transferred to the participating Parties, and the participating 
Parties shall own (in the rati o that each Party's interest i n the lease acreage bears 
to the t o t a l of the interest of a l l participating Parties) a l l of such non-partici­
pating Party's operating right and working interest i n the operation and the personal 
property used i n connection therewith, and i t s share of production from the wel l , and 
in addition thereto a l l rights, t i t l e s and interest of whatsoever type including a l l 
rights, options, t i t l e s and interest i n o i l , gas and other minerals owned by such 
non-consenting Party shall be relinquished i n and under nine sections of land i n the 
form of a square with the d r i l l s i t e section i n the center thereof, excluding any 
spacing unit that has a well situated thereon which has previously been d r i l l e d and 
completed as a producer, or producible, on which the non-consenting Party might have 
an interest. 

(b) Notwithstanding any provisions to the contrary appearing i n Sections 11 and 
12 hereof and upon the d r i l l i n g of the five (5) exploratory commitment wells provided 
for hereunder, or any additional exploratory wells provided for herein, or any 
development well pursuant hereto to their respective depth or some lesser depth 
mutually agreed upon, the Operator shall give immediate notice to those Parties who 
have authorized or elected to participate i n the cost of d r i l l i n g to the objective 
depth. The Parties receiving such notice shall have forty-eight (48) hours, exclusive 
of Saturday, Sunday or any legal holiday f a l l i n g within such period, i n which to 
elect whether or not to participate i n a completion attempt of such well. Failure 
of any Party receiving such notice to reply within the period above fixed shall 
constitute an election by that Party to participate i n the cost of a completion 
attempt on that well. I f a l l of the Parties elect to plug and abandon the well, 
Operator shall plug and abandon same at the expense of a l l of the Parties. I f one 
or more, but less than a l l , of the Parties elect to attempt a completion, the 
provisions of Section 12 shall apply to the operations conducted by less than a l l 
Parties. 

(c) A l l royalty, production payments, and minimum royalties provided for i n the 
leases covered by this agreement and allocable to the land covered by this agreement 
shall be charged to the j o i n t account hereunder and borne by the Parties hereto i n 
the proportions of their respective participating interests under this agreement. 
Any royalty i n excess of the royalty provided for i n said lease, overriding royalty, 
production payments or similar charges applicable to any said lease and granted or 
agreed to by a Party hereto without the joinder and agreement of the other Party 
hereto shall not be charged to the j o i n t account hereunder but shall be charged to 
and borne by the Party granting or agreeing to the same. In the event of a non-
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31. continued 

consent operation under Section 12, or Section 31(a) and (b), requiring relinquishment 
either wholly or temporarily by the non-consenting party, any excess royalty, over­
riding royalty, production payments or similar charges granted or agreed to by such 
non-consenting party without the joinder and agreement of the other parties hereto, 
subsequent to the effective date hereof, shall not be effective with respect to and 
shall not be deducted from the relinquished interest. 

(d) A l l of the terms and provisions of Paragraph 28 of the Operating Agreement 
shall be applicable to the entire geological and geophysical exploration program to be 
conducted by Operator for a l l the parties to the Agreement. 

(e) Whenever a party elects not to participate i n a proposed operation, the 
non-consenting party shall execute, upon request, a l l such documents or agreements 
as may be necessary to permit the consenting party or parties to conduct the proposed 
operation. 

This Agreement may be signed i n counterpart, and shall be binding upon the 

parties and upon their heirs, successors, representatives and assigns. 

TRANSOCEAN OIL, INC. 

By 
Attorney-in-Fact 

OPERATOR 

The ESTATE OF WILLIAM G. HELIS, 
a partnership 

By. 
Managing Partner 

NON-OPERATOR 



EXHIBIT "A" 

To Operating Agreement by and between 
TransOcean O i l , Inc., as Operator, and 

The Estate of William G. Helis, a partnership, 
as Non-Operator, covering lands i n 

Catron, Socorro and Valencia Counties, New Mexico 

1. (a) LANDS SUBJECT TO AGREEMENT 

A l l lands within the Area of Mutual Interest 
as depicted i n Exhibit "A" to the Agreement. 

(b) No restrictions as to formation or depths 

2. INTERESTS OF PARTIES 

The Estate of William G. Helis, 

a partnership 37.5% 

TransOcean O i l , Inc. (Operator) 62.5% 

3. LEASEHOLD INTEREST CONTRIBUTED BY PARTIES TO AGREEMENT 
A l l j o i n t l y owned leases or other interests as comprised within 
"subject lands" as defined i n the Agreement between the parties 
to which this Operating Agreement i s annexed as Exhibit "C", 
including, without l i m i t a t i o n , those set forth i n Exhibit "B" 
to the aforesaid Agreement. 

4. ADDRESSES OF PARTIES 

Operator 
TransOcean O i l , Inc. 
1700 First City East Building 
1111 Fannin 
Houston, Texas 77002 
Attention: Land Department 

Non-Operator 
The Estate of William G. Helis, a partnership 
912 Whitney Building 
New Orleans, Louisiana 70130 
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' • '.Recommended' By the 
— / . i m e m 1 1 1 ' ' Council of Petroleum 

/UBQSUf OUJ, TULSA 74101 Accountants Societies-of 
North America 

EXHIBIT "c " 

Attached to and made a part of Operating Agreement by and 
between TransOcean O i l , I n c . and The Estate o f W i l l i a m 
G J_Halls^__a_partnership covering lands i n Catron. Socorro, 
and Yalencia^amnfci^a^-Jile^ 

ACCOUNTING P R O C E D U R E 
JOINT O P E R A T I O N S 

I . GENERAL PROVISIONS 

1. Definitions 

"Joint Property" shall mean the real and personal property subject to the agreement to which this Accounting 
Procedure is attached. 

"Joint Operations" shall mean all operations necessary or proper for the development, operation, protection and 
maintenance of the Joint Property. 

"Joint Account" shall mean the account showing the charges paid and credits received in the conduct of the Joint 
Operations and which are to be shared by the Parties. 

"Operator" shall mean the party designated to conduct the Joint Operations. 

"Non-Operators" shall mean the parties to this agreement other than the Operator. 

"Parties" shall mean Operator and Non-Operators. 

"First Level Supervisors" shall mean those employees whose primary function in Joint Operations is the direct 
supervision of other employees and/or contract labor directly employed on the Joint Property in a field operat­
ing capacity. 

"Technical Employees" shall mean those employees having special and specific engineering, geological or other 
professional skills, and whose primary function in Joint Operations is the handling of specific operating condi­
tions and problems for the benefit of the Joint Property. 

"Personal Expenses" shall mean travel and other reasonable reimbursable expenses of Operator's employees. 

"Material" shall mean personal property, equipment or supplies acquired or held for use on the Joint Property. 

"Controllable Material" shall mean Material which at the time is so classified in the Material Classification Manual 
as most recently recommended by the Council of Petroleum Accountants Societies of North America. 

2. Statement and Billings 

Operator shall bi l l Non-Operators on or before the last day of each month for their proportionate sliare of the 
Joint Account for the preceding month. Such bills wi l l be accompanied by statements which identify the author­
ity for expenditure, lease or facility, and all charges and credits, summarized by appropriate classifications of: i n ­
vestment and expense except that items of Controllable Material and unusual charges and credits shall be sep­
arately identified and fully described in detail. 

3. Advances and Payments by Non-Operators 

Unless otherwise provided for in the agreement, the Operator may require the Non-Operators to advance their 
share of estimated cash outlay for the succeeding month's operation. Operator shall adjust each monthly billing 
to reflect advances received from the Non-Operators. 

Each Non-Operator shali pay its proportion of all bills within fifteen (15) days after receipt. If payment is not 
made within such time, the unpaid balance shall bear interest monthly at the rate of twelve percent (12%) per 
annum or the maximum contract rate permitted by the applicable usury laws in the state in which the Joint 
Property is located, whichever is the lesser, plus attorney's fees, court costs, and other costs in connection with 
the collection of unpaid amounts. 

4. Adjustments 

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correct­
ness thereof; provided, however, all bills and statements rendered to Non-Operators by Operator during any 
calendar year shall conclusively be presumed to be true and correct after twenty-four (24) months following 
the end of any such calendar year, unless within the said twenty-four (24) month period a Non-Operator takes 
written exception thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator shall 
be made unless it is made within the same prescribed period. The provisions of this paragraph shall not prevent 
adjustments resulting from a physical inventory of Controllable Material as provided for in Section V. 

5. Audits 

A. Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Ope­
rator's accounts and records relating to the Joint Account for any calendar year within the twenty-four (24) month 
period following the end of such calendar year; provided, however, the making of an audit shall not extend the 
time for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this 
Section I . Where there are two or more Non-Operators, the Non-Operators shall make every reasonable effort to 
conduct joint or simultaneous audits in a manner which w i l l result in a minimum of inconvenience to the Opera­
tor. Operator shall bear no portion of the Non-Operators' audit cost incurred under this paragraph unless agreed 
to by the Operator. 

6. Approval by Non-Operators 

Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sec­
tions of this Accounting Procedure and if the agreement to which this Accounting Procedure is attached contains 
no contrary provisions in regard thereto, Operator shall notify all Non-Operators of the Operator's proposal, and 
the agreement or approval of a majority in interest of the Non-Operators shall be controlling on all Non-Opera­
tors, 



II. DIRECT CHARGES 

Operator shall charge the Joint Account with the following items: 

1. Rentals and Royalties 

Lease rentals and royalties paid by Operator for the Joint Operations. 

2. Labor 

A. (1) Salaries and wages of Operator's field employees directly employed on the Joint Property in the conduct 
of Joint Operations. 

(2) Salaries of First Level Supervisors in the field. 

(3) Salaries and wages of Technical Employees directly employed on the Joint Property if such charges are 
excluded from the Overhead rates. 

B. Operator's cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to 
employees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this Section 
I I . Such costs under this Paragraph 2B may be charged on a "when and as paid basis" or by "percentage as­
sessment" on the amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this 
Section LT. I f percentage assessment is used, the rate shall be based on the Operator's cost experience. 

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are 
applicable to Operator's costs chargeable to the Joint Account under Paragraphs 2A and 2B of this Sec­
tion I I . 

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under 
Paragraph 2A of this Section I I . 

3. Employee Benefits 

Operator's current costs of established plans for employees' group life insurance, hospitalization, pension, re­
tirement, stock purchase, thrift , bonus, and other benefit plans of a like nature, applicable to Operator's labor 
cost chargeable to the Joint Account under Paragraphs 2A and 2B of this Section I I shall be Operator's actual 
cost not to exceed twenty per cent (20%). 

4. Material 

Material purchased or furnished by Operator for use on the Joint Property as provided under Section IV. Only 
such Material shall be purchased for or transferred to the Joint Property as may be required for immediate use 
and is reasonably practical and consistent with efficient and economical operations. The accumulation of sur­
plus stocks shall be avoided. 

5. Transportation 

Transportation of employees and Material necessary for the Joint Operations but subject to the following limita­
tions: 

A. I f Material is moved tc the Joint Property from the Operator's warehouse or other properties, no charge shall 
be made to the Joint Account for a distance greater than the distance from the nearest reliable supply store, 
recognized barge terminal, or railway receiving point where like material is normally available, unless agreed 
to by the Parties. 

B. I f surplus Material is moved to Operator's warehouse or other storage point, no charge shall be made to the 
Joint Account for a distance greater than the distance to the nearest reliable supply store, recognized barge 
terminal, or railway receiving point unless agreed to by the Parties. No charge shall be made to the Joint Ac­
count for moving Material to other properties belonging to Operator, unless agreed to by the Parties. 

C. In the application of Subparagraphs A and B above, there shall be no equalization of actual gross trucking cost 
of $200 or less excluding accessorial charges. 

6. Services 
The cost of contract services, equipment and utilities provided by outside sources, except services excluded by 
Paragraph 9 of Section I I and Paragraph 1. i i of Section I I I . The cost of professional consultant services and con­
tract services of technical personnel directly engaged on the Joint Property if such charges are excluded from the 
Overhead rates. The cost of professional consultant services or contract services of technical personnel not d i ­
rectly engaged on the Joint Property shall not be charged to the Joint Account unless previously agreed to by 
the Parties. 

7. Equipment and Facilities Furnished by Operator 
A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates com­

mensurate with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other 
operating expense, insurance, taxes, depreciation, and interest on investment not to exceed eight per cent (8%) 
per annum. Such rates shall not exceed average commercial rates currently prevailing in the immediate area 
of the Joint Property. 

B. . In iieu of charges in Paragraph 7A above, Operator may elect to use average commercial rates prevailing in 
the immediate area of the Joint Property less 20 %. For automotive equipment, Operator may elect to use rates 
published by the Petroleum Motor Transport Association. 

8. Damages and Losses to Joint Property 
A l l costs or expenses necessary for the repair or replacement of Joint Property made necessary because of dam­
ages or losses incurred by fire, flood, storm, theft, accident, or other cause, except those resulting from Operator's 
gross negligence or wi l l fu l misconduct. Operator shall furnish Non-Operator written notice of damages or losses 
incurred as soon as practicable after a report thereof has been received by Operator. 

9. Legal Expense 
Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgments 
and amounts paid for settlement of claims incurred in or resulting from operations under the agreement or 
necessary to protect or recover the Joint. Property, except that no charge for services of Operator's legal staff 
or fees or expense of outside attorneys shall be made unless previously agreed to by the Parties. A l l other legal 
expense is considered to be covered by the overhead provisions of Section I I I unless otherwise agreed to by the 
Parties, except as provided in Section I , Paragraph 3. 
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10. Taxes 

A l l taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the opera­
tion thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the 
Parties. 

11. Insurance 

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Par­
ties. In the event Joint Operations are conducted in a state in which Operator may act as self-insurer for Work­
men's Compensation and/or Employers Liability under the respective state's laws, Operator may, at its election, 
include the risk under its self-insurance program and in that event, Operator shall include a charge at Operator's 
cost not to exceed manual rates. 

12. Other Expenditures 

Any other expenditure not covered or dealt with in the foregoing provisions of this Section I I , or in Section I I I , 
and which is incurred by the Operator in the necessary and proper conduct of the Joint Operations. 

ID. OVERHEAD 

1. Overhead - Drill ing and Producing Operations 

i . As compensation for administrative, supervision, office services and warehousing costs, Operator shall charge 
drilling and producing operations on either: 

( XX ) Fixed Rate Basis, Paragraph IA, or 
( ) Percentage Basis, Paragraph IB. 

Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices 
and salaries or wages plus applicable burdens and expenses of all personnel, except those directly chargeable 
under Paragraph 2A, Section I I . The cost and expense of services from outside sources in connection with 
matters of taxation, traffic, accounting or matters before or involving governmental agencies shall be considered 
as included in the Overhead rates provided for in the above selected Paragraph of this Section I I I unless such 
cost and expense are agreed to by the Parties as a direct charge to the Joint Account. 

i i . The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant 
services and contract services of technical personnel directly employed on the Joint Property shall ( ) shall 
not ( x ) be covered by the Overhead rates. 

A. Overhead - Fixed Rate Basis 

(1) Operator shall charge the Joint Account at the following rates per well per month: 
Drilling Well Rate $ 1 ? 5 0 . 0 0 
Producing Well Rate s l e s s than 10 w e l l s , $200.00 per w e l l ; 
1 0 - 5 0 w e l l s - $175.00 per w e l l ; over 50 w e l l s - t o be n e g o t i a t e d by 

(2) Application of Overhead - Fixed Rate Basis shall be as follows: t h e P a r t i e s 
(a) Drilling Well Rate 

[1] Charges for onshore drilling wells shall begin on the date the well is spudded and terminate on 
the date the drilling or completion rig is released, whichever is later, except that no charge shall 
be made during suspension of drillmg operations for fifteen (15) or more consecutive days. 

[2] Charges for offshore drilling wells shall begin on the date when drilling or completion equipment 
arrives on location and terminate on the date the drilling or completion equipment moves off loca­
tion or rig is released, whichever occurs first, except that no charge shall be made during suspen­
sion of drilling operations for fifteen (15) or more consecutive days 

[3] Charges for wells undergoing any type of workover or recompletion for a period of five (5) con­
secutive days or more shall be made at the drilling well rate. Such charges shall be applied for 
the period from date workover operations, with rig, commence through date of rig release, except 
that no charge shall be made during suspension of operations for fifteen (15) or more consecutive 
days. 

(b) Producing Well Rates 

[1] An active well either produced or injected into for any portion of the month shall be considered 
as a one-well charge for the entire month. 

[2] Each active completion in a multi-completed well in which production is not commingled down 
hole shall be considered as a one-well charge providing each completion is considered a separate 
well by the governing regulatory authority. 

[3] An inactive gas well shut in because of overproduction or failure of purchaser to take the produc­
tion shall be considered as a one-well charge providing the gas well is directly connected to a per­
manent sales outlet. 

[4] A one-well charge may be made for the month in which plugging and abandonment operations 
are completed on any well. 

[5] A l l other inactive wells (including but not limited to inactive wells covered by unit allowable, 
lease allowable, transferred allowable, etc.) shall not qualify for an overhead charge. 

(3) The well rates shall be adjusted as of the first day of Apri l each year following the effective date of the 
agreement to which this Accounting Procedure is attached. The adjustment shall be computed by mult i ­
plying the rate currently in use by the percentage increase or decrease in the average weekly earnings of 
Crude Petroleum and Gas Production Workers for the last calendar year compared to the calendar year 
preceding as shown by the index of average weekly earnings of Crude Petroleum and Gas Fields Produc­
tion Workers as published by the United States Department of Labor, Bureau of Labor Statistics, or the 
equivalent Canadian index as published by Statistics Canada, as applicable. The adjusted rates shall be 
the rates currently in use, plus or minus the computed adjustment. 



B. Overhead - Percentage Basis 

(1) Operator shall charge the Joint Account at the following rates: 

(a) Development 

Percent ( %) of the cost of Development of the Joint Property exclusive of costs 
provided under Paragraph 9 of Section n and all salvage credits. 

(b) Operating 

Percent ( % ) of the cost of Operating the Joint Property exclusive of costs provided 
under Paragraphs 1 and 9 of Section I I , all salvage credits, the value of injected substances purchased 
for secondary recovery and all taxes and assessments which are levied, assessed and paid upon the min­
eral interest in and to the Joint Property. 

(2) Apphcation of Overhead - Percentage Basis shall be as follows: 
For the purpose of determining charges on a percentage basis under Paragraph IB of this Section I I I , de­
velopment shall include all costs in connection with drilling, redrilling, deepening or any remedial opera­
tions on any or all wells involving the use of drilling crew and equipment; also, preliminary expenditures 
necessary in preparation for drilling and expenditures incurred in abandoning when the well is not com­
pleted as a producer, and original cost of construction or installation of fixed assets, the expansion of fixed 
assets and any other project clearly discernible as a fixed asset, except Major Construction as dex.ned in 
Paragraph 2 of this Section I I I . A l l other costs shall be considered as Operating. 

2. Overhead - Major Construction 

To compensate Operator for overhead costs incurred in the construction and installation of fixed assets, the ex­
pansion of fixed assets, and any other project clearly discernible as a fixed asset required for the development and 
operation of the Joint Property, Operator shall either negotiate a rate prior to the beginning of construction, or shall 
charge the Joint Account for Overhead based on the following rates for any Major Construction project in excess 
of $?5rnon.no : 

A. 4 % of total costs if such costs are more than $ 25 , 000 but less than $ 100 , 0 0 0 ; plus 
B. 3 % of total costs in excess of $ 1 0 0 , 0 0 0 but less than $1,000,000; plus 
C. _ _ _ _ 3 _ _ % of total costs in excess of $1,000,000. 

Total cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component parts 
of a single project shall not be treated separately and the cost of drilling and workover wells shall be excluded. 

3. Amendment of Rates 

The Overhead rates provided for in this Section I I I may be amended from time to time only by mutual agreement 
between the Parties hereto if, in practice, the rates are found to be insufficient or excessive. 

IV. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS 

Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for all ma­
terial movements affecting the Joint Property. Operator shall provide all Material for use on the Joint Property; how­
ever, at Operator's option, such Material may be supplied by the Non-Operator. Operator shall make timely disposition 
of idle and/or surplus Material, such disposal being made either through sale to Operator or Non-Operator, division in 
kind, or sale to outsiders. Operator may purchase, but shall be under no obligation to purchase, interest of Non-Opera­
tors in surplus condition A or B Material. The disposal of surplus Controllable Material not purchased by the Opera­
tor shall be agreed to by the Parties. 

1. Purchases 
Material purchased shall be charged at the price paid by Operator after deduction of all discounts received. In case 
of Material found to be defective or returned to vendor for any other reason, credit shall be passed to the Joint 
Account when adjustment has been received by the Operator. 

2. Transfers and Dispositions 

Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the 
Operator, unless otherwise agreed to by the Parties, shall be priced on the following bases exclusive of cash dis­
counts: 

A. New Material (Condition A) 

(1) Tubular goods, except line pipe, shall be priced at the current new price in effect on date of movement on a 
maximum carload or barge load weight basis, regardless of quantity transferred, equalized to the lowest 
published price f.o.b. railway receiving point or recognized barge terminal nearest the Joint Property 
where such Material is normally available. 

(2) Line Pipe 

(a) Movement of less than 30,000 pounds shall be priced at the current new price, in effect at date of 
movement, as listed by a reliable supply store nearest the Joint Property where such Material is nor­
mally available. 

(b) Movement of 30,000 pounds- or more shall be priced under provisions of tubular goods pricing in Para­
graph 2A (1) of this Section IV. 

(3) Other Material shall be priced at the current new price, in effect at date of movement, as listed by a reliable 
supply store or f.o.b. railway receiving point nearest the Joint Property where such Material is normally 
available. 

B. Good Used Material (Condition B) 

Material in sound and serviceable condition and suitable for reuse without reconditioning: 

(1) Material moved to the Joint Property 

(a) At seventy-five percent (75%) of current new price, as determined by Paragraph 2A of this Section TV. 

(2) Material moved from the Joint Property 

(a) At seventy-five percent (75%) of current new price, as determined by Paragraph 2A of this Section IV, 
if Material was originally charged to the Joint Account as new Material, or 
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(b) at sixty-five percent (65%) of current new price, as determined by Paragraph 2A of this Section 
IV, i f Material was originally charged to the Joint Account as good used Material at seventy-five per­
cent (75%) of current new price. 

The cost of reconditioning, if any, shall be absorbed by the transferring property. 

C. Other Used Material (Condition C and D) 

(1) Condition C 

Material which is not in sound and serviceable condition and not suitable for its original function until 
after reconditioning shall be priced at f i f t y percent (50%) of current new price as determined by Para­
graph 2A of this Section IV. The cost of reconditioning shall be charged to the receiving property, pro­
vided Condition C value plus cost of reconditioning does not exceed Condition B value. 

(2) Condition D 

A l l other Material, including junk, shall be priced at a value commensurate with its use or at prevailing 
prices. Material no longer suitable for its original purpose but usable for some other purpose, shall be 
priced on a basis comparable with that of items normally used for such other purpose. Operator may dis­
pose of Condition D Material under procedures normally utilized by the Operator without prior approval 
of Non-Operators. 

D. Obsolete Material 

Material which is serviceable and usable for its original function but condition and/or value of such Material 
is not equivalent to that which would justify a price as provided above may be specially priced as agreed to by 
the Parties. Such price should result in the Joint Account being charged with the value of the service ren­
dered by such Material. 

E. Pricing Conditions 

(1) Loading and unloading costs may be charged to the Joint Account at the rate of fifteen cents (15g) per 
hundred weight on all tubular goods movements, in lieu of loading and unloading costs sustained, when 
actual hauling cost of such tubular goods are equalized under provisions of Paragraph 5 of Section I I . 

(2) Material involving erection costs shall be charged at applicable percentage of the current knocked-down 
price of new Material. 

3. Premium Prices 
Whenever Material is not readily obtainable at published or listed prices because of national emergencies, strikes 
or other unusual causes over which the Operator has no control, the Operator may charge the Joint Account for the 
required Material at the Operator's actual cost incurred in providing such Material, in making it suitable for use, 
and in moving it to the Joint Property; provided notice in writing is furnished to Non-Operators of the proposed 
charge prior to billing Non-Operators for such Material. Each Non-Operator shall have the right, by so electing and 
notifying Operator within ten days after receiving notice from Operator, to furnish in kind all or part of his share 
of such Material suitable for use and acceptable to Operator. 

4. Warranty of Material Furnished by Operator 
Operator does not warrant the Material furnished. In case of defective Material, credit shall not be passed to the 
Joint Account until adjustment has been received by Operator from the manufacturers or their agents. 

V. INVENTORIES 

The Operator shall maintain detailed records of Controllable Material. 

1. Periodic Inventories, Notice and Representation 

At reasonable intervals, Inventories shall be taken by Operator of the Joint Account Controllable Material. 
Written notice of intention to take inventory shall be given by Operator at least thirty (30) days before any inven­
tory is to begin so that Non-Operators may be represented when any inventory is taken. Failure of Non-Operators 
to be represented at an inventory shall bind Non-Operators to accept the inventory taken by Operator. 

2. Reconciliation and Adjustment of Inventories 

Reconciliation of a physical inventory with the Joint Account shall be made, and a list of overages and shortages 
shall be furnished to the Non-Operators within six months following the taking of the inventory. Inventory ad­
justments shall be made by Operator with the Joint Account for overages and shortages, but Operator shall be 
held accountable only for shortages due to lack of reasonable diligence. 

3. Special Inventories 
Special Inventories may be taken whenever there is any sale or change of interest in the Joint Property. I t shall 
be the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest takes 
place. In such cases, both the seller and the purchaser shall be governed by such inventory. 

4. Expense of Conducting Periodic Inventories 
The expense of conducting periodic Inventories shall not be charged to the Joint Account unless agreed to by the 
Parties. 



EXHIBIT "D" 

To Operating Agreement by and between 
TransOcean O i l , Inc., as Operator, and 

The Estate of William G. H e l i s , a partnership, 
as Non-Operator, covering lands i n 

Catron, Socorro and Valencia Counties, New Mexico 

INSURANCE 

1. Workmen's Compensation 

F u l l compliance w i t h the s t a t u t o r y requirements of the 
laws of the State of New Mexico 

2. Employee's L i a b i l i t y 

L i m i t s : Minimum $100,000 per accident w i t h endorse­
ments to cover: 

(a) Voluntary compensation l i a b i l i t y 
(b) Transportation, maintenance, wages 

and care 
(c) Provision expressly providing t h a t 

a claim " i n rem" w i l l be tre a t e d 
the same as claims " i n personam" 

3. Public L i a b i l i t y 

Comprehensive General L i a b i l i t y : 

Bodily I n j u r y - $300,000 each occurrence 
Property Damage - $100,000 each occurrence 

$100,000 aggregate 

Hazards covered to be a l l operations of the insured 
i n connection w i t h a l l operations on said leases, 
i n c l u d i n g but not l i m i t e d t o , independent contractor, 
completion operations and blanket waiver of sub­
rogation. 

4. Automobile L i a b i l i t y 

Comprehensive insurance as fo l l o w s : 

Bodily I n j u r y - $100,000 each person 
$300,000 each occurrence 

Property Damage - $100,000 each occurrence 



EXHIBIT "D* 

ATTACHED TO AND MADE A PART OF AGREEMENT 
BY AND BETWEEN TRANSOCEAN OIL, INC., AND 

THE ESTATE OF WILLIAM G. HELIS, A PARTNERSHIP, 
COVERING LANDS IN CATRON, SOCORRO AND VALENCIA COUNTIES, 

NEW MEXICO 

For purposes of t h i s E x h i b i t , the words "contract" 
and "purchase order" s h a l l mean any agreement or arrange­
ment i n v o l v i n g each party hereto f o r the f u r n i s h i n g of 
ma t e r i a l s , supplies or services or f o r the use of r e a l 
or personal property, i n c l u d i n g lease arrangements which, 
i n whole or i n p a r t , are necessary t o the performance of 
any one^or more contracts between i t and the United States 
of America or under v/hich any p o r t i o n of i t s o b l i g a t i o n 
under any one or more such contracts i s performed, under­
taken, or assumed. 

I . EQUAL EMPLOYMENT OPPORTUNITY [41 C.F.R. § 60-1.4 (a)] 

Each party hereto agrees t h a t i f the value of any contract 
or purchase order exceeds $10,000, i t s h a l l be bound by the 
f o l l o w i n g provisions as contained i n Section 202 of Execu­
t i v e Order 11246, and r e f e r r e d t o her e i n a f t e r as the "Equal 
Opportunity Clause": 

1. Each party hereto w i l l not discriminate against any 
employee or applicant f o r employment because of race, 
c o l o r , r e l i g i o n , sex, or n a t i o n a l o r i g i n . Each party 
hereto w i l l take a f f i r m a t i v e action t o ensure t h a t 
applicants are employed, and t h a t employees are t r e a t e d 
during employment, without regard t o t h e i r race, c o l o r , 
r e l i g i o n , sex, or n a t i o n a l o r i g i n . Such actio n s h a l l 
include, but not be l i m i t e d t o the f o l l o w i n g : Employ­
ment, upgrading, demotion, or t r a n s f e r , recruitment 
or a d v e r t i s i n g ; l a y o f f or termination; rates of pay 
or other forms of compensation; and se l e c t i o n f o r 
t r a i n i n g , i n c l u d i n g apprenticeship. Each party 
hereto agrees t o post i n conspicuous places, a v a i l a b l e 
t o employees and applicants f o r employment, notices 
to be provided by the contracting o f f i c e r s e t t i n g 
f o r t h the provisions of t h i s nondiscrimination clause. 

2. Each party hereto w i l l , i n a l l s o l i c i t a t i o n s or adver­
tisements f o r employees placed by or on behalf of i t , 
state t h a t a l l q u a l i f i e d applicants w i l l receive con­
s i d e r a t i o n f o r employment without regard to race, 
c o l o r , r e l i g i o n , sex or n a t i o n a l o r i g i n . 

3. Each party hereto w i l l send t o each labor union or 
representative of workers w i t h which i t has a c o l l e c ­
t i v e bargaining agreement or other contract or under­
standing, a notice to be provided by the agency con­
t r a c t i n g o f f i c e r , advising the labor union or workers' 
representative of each such party's commitments under 
Section 202 of Executive Order 11246 of September 24, 
1965, and s h a l l post copies of the notice i n con­
spicuous places available t o employees and applicants 
f o r employment. 

4. Each party hereto w i l l comply with a l l provisions of 
Executive Order 1124 6 of September 24, 1965, and of 
the r u l e s , r e g u l a t i o n s , and relevant orders of the 
Secretary of Labor. 



5. Each party hereto w i l l f u r n i s h a l l information and 
reports required by Executive Order 11246 of 
September 24, 1965, and by the r u l e s , r e g u l a t i o n s , 
and orders of the Secretary of Labor, or pursuant 
t h e r e t o , and w i l l permit access t o i t s books, records, 
and accounts by the contracting agency and the 
Secretary of Labor f o r purposes of i n v e s t i g a t i o n 
t o ascertain compliance w i t h such r u l e s , regulations 
and orders. 

6. I n the event of any party hereto's noncompliance w i t h 
the nondiscrimination clauses of t h i s contract or 
wi t h any of such r u l e s , r e g u l a t i o n s , or orders, t h i s 
c o ntract may be cancelled, terminated or suspended 
i n whole or i n part and any party hereto may be de­
clared i n e l i g i b l e f o r f u r t h e r Government contracts 
i n accordance w i t h procedures authorized i n Executive 
Order .11246 of September 24, 1965, and such other 
sanctions may be imposed and remedies invoked as pro­
vided i n Executive Order 11246 of September 24, 1965, 
or by r u l e , regulation, or order of the Secretary of 
Labor, or as otherwise provided by law. 

7. Each party hereto w i l l include the provisions of para­
graphs 1 through 7 i n every subcontract or purchase 
order unless exempted by r u l e s , r e g u l a t i o n s , or orders 
of the Secretary of Labor issued pursuant to Section 
204 of Executive Order 11246 of September 24, 1965, 
so t h a t such provisions w i l l be binding upon each sub­
contractor or vendor. Each party hereto w i l l take 
such action w i t h respect to any subcontract or purchase 
order as.the contracting agency may d i r e c t as a means 
of enforcing such provisions i n c l u d i n g sanctions f o r 
noncompliance: Provided, however, t h a t i n the event 
any party hereto becomes involved i n , or i s threatened 
w i t h , l i t i g a t i o n w i t h a subcontractor or vendor as a 
r e s u l t of such d i r e c t i o n by the contracting agency, 
any such party may request the United States to enter 
i n t o such l i t i g a t i o n t o protect the i n t e r e s t s of the 
United States. 

I I . NONSEGREGATED FACILITIES [41 C.F.R. § 60-1. 8] 

I f the value of i t s contract or purchase order exceeds $10,000, 
each party hereto c e r t i f i e s t h a t i t does not maintain or pro­
vide f o r i t s employees any segregated f a c i l i t i e s a t any of i t s 
establishments, and t h a t i t does not permit i t s employees t o 
perform i t s services at any l o c a t i o n , under i t s c o n t r o l , where 
segregated f a c i l i t i e s are maintained. Each party hereto c e r t i ­
f i e s f u r t h e r t h a t i t w i l l not maintain or provide f o r i t s em­
ployees any segregated f a c i l i t i e s at any of i t s establishments, 
and t h a t i t w i l l not permit i t s employees t o perform t h e i r 
services a t any l o c a t i o n , under i t s c o n t r o l , where segregated 
f a c i l i t i e s are maintained. Each party hereto agrees t h a t a 
breach of t h i s c e r t i f i c a t i o n i s a v i o l a t i o n of the Equal 
Opportunity Clause i n t h i s contract. As used i n t h i s c e r t i ­
f i c a t i o n , the term "segregated f a c i l i t i e s " means any w a i t i n g 
rooms, work areas, restaurants and other eating areas, time 
clocks, r e s t rooms, wash rooms, locker.rooms and other storage 
or dressing areas, parking l o t s , d r i n k i n g fountains, r e c r e a t i o n 
or entertainment areas, t r a n s p o r t a t i o n and housing f a c i l i t i e s 
provided f o r employees which are segregated by e x p l i c i t d i r e c ­
t i v e or are i n f a c t segregated on the basis of race, creed, . 
col o r , r e l i g i o n , sex, or n a t i o n a l o r i g i n , because of h a b i t , 
l o c a l custom or otherwise. Each party hereto f u r t h e r agrees 
t h a t (except where i t has obtained i d e n t i c a l c e r t i f i c a t i o n s 
from proposed subcontractors f o r s p e c i f i c time periods) i t w i l l 
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obtain i d e n t i c a l c e r t i f i c a t i o n s from proposed subcontractors 
p r i o r t o the award of subcontracts exceeding $10,000 which 
are not exempt from the provisions of the Equal Opportunity 
Clause; t h a t i t w i l l r e t a i n such c e r t i f i c a t i o n s i n " i t s f i l e s ; 
and t h a t i t w i l l forward the f o l l o w i n g n o t i ce t o such pro­
posed subcontractors (except where the proposed subcontractors 
have submitted i d e n t i c a l c e r t i f i c a t i o n s f o r s p e c i f i c time 
p e r i o d s ) : "NOTICE TO PROSPECTIVE SUBCONTRACTORS OF REQUIRE­
MENT FOR CERTIFICATIONS OF NONSEGREGATED FACILITIES. A 
C e r t i f i c a t i o n of Nonsegregated F a c i l i t i e s must be submitted 
p r i o r t o the award of a subcontract exceeding $10,000 which 
i s not exempt from the provisions of the Equal Opportunity 
Clause. The c e r t i f i c a t i o n may be submitted e i t h e r f o r each 
subcontract or f o r a l l subcontracts during a period ( i . e . 
q u a r t e r l y , semiannally or annua l l y . ) " 

I I I . FILING STANDARD FORM 100 (EEO-1) AND DEVELOPMENT 
OF AFFIRMATIVE ACTION COMPLIANCE PROGRAM 
[41 C.F.R. § 60-1.7] 

Each party hereto f u r t h e r agrees and c e r t i f i e s t h a t , i f the 
value of any contract or purchase order i s $50,000 or more 
and such party has 50 or more employees, i t w i l l : 

1. F i l e a complete and accurate r e p o r t on Standard Form 100 
(EEO-1) w i t h the J o i n t Reporting Committee, a t the appro­
p r i a t e address per the current i n s t r u c t i o n s , w i t h i n t h i r t y 
(30) clays of the date of contract award, unless such r e ­
p o r t has been f i l e d w i t h i n the twelve (12) months' period 
preceding the date of the contract award and otherwise 
comply w i t h and f i l e such other compliance reports as may 
be required under Executive Order 11246, as amended, and 
Rules and Regulations adopted thereunder. 

2. Develop a w r i t t e n a f f i r m a t i v e action compliance program 
f o r each of i t s establishments as required by 41 C.F.R. 
§60-1.40. 
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BEFORE EXAMINER. STAMETS I 
OIL CONSERVATION CCw^LSiCN | 

APPI jgftwrt EXHIST ;*o> ^ ] 

CASE NO. <-g-yi ; VT; ^v=i; ^ ' v f j 

Submitted bv V ^ r e ̂  INCLUSION AGREEMENT 

Hearing Date L v-f^ | 
—THTS~AbKL-HJ^ENT made and entered i n t o t h i s X^T" 

day o f ~1?s^K>m^ 1975, by and between SANTA FE PACIFIC 

RAILROAD COMPANY, a c o r p o r a t i o n i n c o r p o r a t e d under Act o f Congress 

approved March 3, 1897, h e r e i n a f t e r r e f e r r e d t o as "Santa Fe", 

and TRANSOCEAN OIL, INC., a Delaware c o r p o r a t i o n , h e r e i n a f t e r 

r e f e r r e d t o as "TransOcean", 

W I T N E S S E T H 

WHEREAS, under date o f May 8, 1975, Santa Fe P a c i f i c 

R a i l r o a d Company entered i n t o a Development C o n t r a c t w i t h Trans­

Ocean O i l , I n c . , and 

WHEREAS, Santa Fe and TransOcean d e s i r e t o i n c l u d e 

i n and under s a i d Development Contr a c t dated May 8, 1975, ce r ­

t a i n a d d i t i o n a l lands f o r the term and purposes o f , and s u b j e c t 

t o a l l the terms, p r o v i s i o n s , covenants and c o n d i t i o n s s e t f o r t h 

i n s a i d Development Co n t r a c t , w i t h the same f o r c e and e f f e c t 

as i f s a i d l a n d had been o r i g i n a l l y d e s c r i b e d and i n c l u d e d i n 

sa i d Development C o n t r a c t . 

NOW, THEREFORE, f o r and i n c o n s i d e r a t i o n o f th e sum 

of Ten D o l l a r s ($10.00) and o t h e r good and v a l u a b l e c o n s i d e r a ­

t i o n s , the r e c e i p t and adequacy of which are hereby acknowledged, 

the p a r t i e s h e r e t o do hereby m u t u a l l y agree as f o l l o w s : 

1. There i s hereby added t o the land covered by t h a t 

c e r t a i n Development Contr a c t dated May 8, 1975, by and between 

the p a r t i e s h e r e t o t h a t c e r t a i n r e a l e s t a t e i n V a l e n c i a and 

Socorro Counties, New Mexico, s p e c i f i c a l l y d e s c r i b e d i n E x h i b i t 

"A" attached h e r e t o , and by t h i s r e f e r e n c e made a p a r t hereof. 

2. The la n d described i n E x h i b i t "A" a t t a c h e d hereto 

i s hereby i n c l u d e d i n the Development Contr a c t dated May 8, 

1975, by and between t h e p a r t i e s h e r e t o , f o r the term and pur­

pose o f , and s u b j e c t t o t h e terms, p r o v i s i o n s , covenants and 

co n d i t i o n s s e t f o r t h i n s a i d Development C o n t r a c t , w i t h the 

same f o r c e and e f f e c t as i f s a i d l a n d had been o r i g i n a l l y de­

sc r i b e d and i n c l u d e d i n s a i d Development C o n t r a c t . 
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3. The provisions of t h i s I n c l u s i o n Agreement s h a l l 

inure t o the b e n e f i t of and s h a l l be binding upon the successors 

and assigns of the p a r t i e s hereto. 

IN WITNESS WHEREOF, the p a r t i e s hereto have executed 

t h i s I n c l u s i o n Agreement the day and year f i r s t hereinabove 

w r i t t e n . 

SANTA FE PACIFIC RAILROAD COMPANY 

B y . 
Vice President 

ATTEST: 

By 
Assist a n t Secretar 

ATTEST: 

TRANSOCEAN OIL, INC. 

By_ 
C. R. Church, Attorney-in-Fact 

Secretary 

STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF BERNALILLO ) 

The foregoing instrument was acknowledged before me 

t h i s ^ ^ 2 ^ day of J>^r~ , 1975, by D. J. Walsh, 

Vice President of SANTA FE PACIFIC RAILROAD COMPANY, a corpora­

t i o n organized and e x i s t i n g under and by v i r t u e of an Act of 

Congress approved March 3, 1897, on behalf of said corporation. 

/ N o t a r y Public 

My commission expires: 

My Commfsslon Expires Dec. 3, 197,$ 



STATE OF TEXAS ) 
) ss , 

COUNTY OF HARRIS: ) 

The foregoing instrument was acknowledged before me 

t h i s / / f y ^ d a y of " T l j k X ' M / j ^ A J , 1975, by C. R. Church, 

Attorney-in-Fact of TRANSOCEAN OIL, INC., a Delaware cor p o r a t i o n , 

on behalf of said corporation. 

/ /Notary Public (J 

My commission expires: 
JUDY H-'.-IQ 

My Commission Expiics Juno l t I S ^ . j * 

APPROVED AS TO FORM 
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EXHIBIT "A" 

VALENCIA COUNTY, NEW MEXICO 

Township 4 No r t h , Range 5 West 

D e s c r i p t i o n S e c t i o n Acres T o t a l Acres 

A l l 1 681.84 

A l l 3 679.00 

A l l 5 673.64 

A l l 7 636.48 

A l l 9 640.00 

A l l 11 640.00 

Township 4 Nort h , Range 6 West 

A l l 1 669.60 

A l l 3 66 8.16 

A l l 5 669.20 

A l l 7 630.00 

A l l 9 640.00 

A l l 11 640.00 

SOCORRO COUNTY, NEW MEXICO 

Township 4 No r t h , Range 5 West 

A l l 13 640.00 

A l l 15 640.00 

A l l 17 640.00 

A l l 19 634.88 

A l l 21 640.00 

681.84 

679.00 

673.64 

636.48 

640.00 

640.00 

669.60 

668.16 

669.20 

630.00 

640.00 

640.00 

640.00 

640.00 

640.00 

634.88 

640.00 
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Township 4 N o r t h , Range 5 West 
(Continued) 

A l l 23 640.00 

A l l 25 640.00 

A l l 27 640.00 

A l l 29 640.00 

A l l 31 636.72 

A l l 33 640.00 

A l l 35 640.00 

Township 4 N o r t h , Range 6 West 

A l l 13 640.00 

NE/4 15 160.00 
NW/4 15 160.00 
SW/4 15 160.00 
W/2 SE/4 15 80.00 

A l l 17 640.00 

A l l 19 630.36 

A l l 21 640.00 

A l l 23 640.00 

A l l 25 640.00 

A l l 27 640.00 

A l l 29 640.00 

A l l 31 632.00 

A l l 33 640.00 

A l l 35 640.00 

640.00 

640.00 

640.00 

640.00 

636.72 

640.00 

640.00 

640.00 

560.00 

640.00 

630.36 

640.00 

' 640.00 

640.00 

640.00 

640.00 

632.00 

640.00 

640.00 

TOTAL = 23,121.88 ACRES 
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DEVELOPMENT CONTRACT 

THIS AGREEMENT made and entered i n t o t h i s 8th day of May, 

1975, by and between SANTA FE PACIFIC RAILROAD COMPANY, a corpora­

t i o n incorporated under act of Congress approved March 3, 1897, 

herein c a l l e d "Santa Fe", and TRANSOCEAN OIL, INC., a Delaware 

corporation, herein c a l l e d "TransOcean". 

WHEREAS, Santa Fe i s the owner of the hydrocarbon and mineral 

fee estate i n and under approximately 335,000 acres of land l y i n g 

w i t h i n c e r t a i n areas of Catron, Socorro and Valencia Counties, 

New Mexico- and 

WHEREAS, the par t i e s desire to provide f o r exploration and 

development of such lands of Santa Fe f o r the production of o i l , 

gas and other hydrocarbons i n the manner herein provided; 

NOW, THEREFORE, f o r and i n consideration of the mutual bene­

f i t s and considerations herein s p e c i f i c a l l y provided and other good 

and valuable consideration, the parti e s hereto agree as fo l l o w s : 

The lands and i n t e r e s t s subject to t h i s contract (herein 

c a l l e d "Subject Lands") are those lands i n and under which Santa 

Fe presently owns an i n t e r e s t i n the o i l , gas and other hydro­

carbon substances (excluding coal) l y i n g w i t h i n the f o l l o w i n g 

townships i n Catron, Socorro and Valencia Counties, New.Mexico: 

W I T N E S S E T H : 

SECTION I 

Subject Lands 

CATRON COUNTY 

Township 1 North, Range 9 West Township 3 North, Range 12 West 
Township 3 North, Range 13 West 
Township 3 North, Range 14 West Township 2 North, Range 9 West 

Township 2 North, Range 10 West 
Township 2 North, Range 11 West 
Township 2 North, Range 12 West 
Township 2 North, Range 13 West 

Township H North, Range 9 West* 
Township -\ North, Range 10 West* 
Township k North, Range 11 West* 
Township ~\ North, Range 12 West* 



Township 3 North, Range 9 West Township 4 North, Range 13 West 
Township 3 North, Range 10 West Township 4 North, Range 14 West 
Township 3 North, Range 11 West Township 4 North, Range 15 West 

SOCORRO COUNTY 

Township 1 North, Range 5 West Township 3 North, Range 5 West 
Township 1 North, Range 6 West Township 3 North, Range 6 West 
Township 1 North, Range 7 West Township 3 North, Range 7 West 
Township 1 North, Range 8 West Township 3 North, Range 8 West 

Township 2 North, Range 5 West Township 4 North, Range 7 West* 
Township 2 North, Range 6 West Township 4 North, Range 8 West* 
Township 2 North, Range 7 West 
Township 2 North, Range 8 West 

VALENCIA COUNTY 

Township 4 North, Range 7 West* ' 
/ 

Township 5 North, Range 7 West
7 

Township 4 North, Range 8 West * Township 5 North, Range 8 West 
Township 4 North, Range 9 West* Township 5 North, Range 9 West 
Township 4 North, Range 10 West* Township 5 North, Range 10 West 
Township 4 North, Range 11 West* Township 5 North, Range 11 West 
Township 4 North, Range 12 West* 
Township 4 North, Range 13 West* 
Township North, Range 14 West* 
Township 4 North, Range 15 West* 

*(Townships l i s t e d i n more than one county) 

( A l l said townships being numbered from the New Mexico P r i n c i ­

pal Meridian.) The said i n t e r e s t s i n o i l , gas or other hydrocarbon 

substances (excluding coal) owned by Santa Fe i n and under the 

subject lands are sometimes herein c a l l e d "Hydrocarbons". 

SECTION I I 

T i t l e s 

1. I t i s recognized that Santa Fe has previously conveyed 

t i t l e to the surface of the Subject Lands, but Santa Fe represents 

t h a t i t has retained t i t l e to the Hydrocarbons, w i t h r i g h t s of 

ingress and egress f o r the purpose of explo r i n g f o r and producing 

same, under approximately 335,000 acres of subject lands w i t h i n 

the townships described i n Section I . 

2. As soon as p r a c t i c a l a f t e r f i n a l execution hereof, Santa ~e 

s h a l l f u r n i s h TransOcean w i t h p e r t i n e n t data and information from 

Santa Fe's f i l e s concerning t i t l e to Hydrocarbons under the Subject 

Lands. TransOcean s h a l l have t h i r t y (30) days t h e r e a f t e r i n which 
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t o accept t i t l e or to r e j e c t t i t l e should i t s examination reveal 

that Santa Fe's fee t i t l e to Hydrocarbons covers s u b s t a n t i a l l y less 

than 300,000 acres, more or less, of Subject Lands. I f TransOcean 

does so r e j e c t t i t l e , t h i s contract s h a l l terminate and the i n i t i a l 

consideration paid under Section IV s h a l l be returned to TransOcean. 

3- Except f o r the f u r n i s h i n g of information from i t s f i l e s 

and records as provided i n t h i s Section I I , Santa Fe s h a l l have no 

o b l i g a t i o n f o r the expense of t i t l e examination or any t i t l e cura­

t i v e a c t i o n . However, should TransOcean's t i t l e examination reveal 

. the necessity or a d v i s a b i l i t y of t i t l e c urative a c t i o n , then Santa Fe 

agrees t o cooperate f u l l y w i t h TransOcean i n any such ac t i o n . 

SECTION I I I 

Exploration Rights Granted 

1. I n consideration of the i n i t i a l payment made by TransOcean 

and o b l i g a t i o n s incurred by TransOcean as provided hereafter, 

Santa Fe grants unto TransOcean the exclusive r i g h t and p r i v i l e g e 

to explore f o r Hydrocarbons by core d r i l l i n g , e x p loration d r i l l i n g , 

photogeology, seismic surveys or other geophysical'methods on the 

Subject Lands f o r a two (2) year period from and a f t e r June 1, 1975/ 

or such e a r l i e r date as TransOcean may elect to begin actual on-the-

' ground e x p l o r a t i o n a c t i v i t i e s . Santa Fe agrees that during such 

two-year period i t s h a l l not grant or convey t o any party other than 

TransOcean any options, permits or lease's covering or i n v o l v i n g 

Hydrocarbons under the Subject Lands, and f u r t h e r agrees that any 

contracts, permits or leases i n v o l v i n g minerals other than Hydro­

carbons that are executed or granted by Santa Fe a f t e r execution 

of t h i s contract s h a l l be made s p e c i f i c a l l y subject to the r i g h t s 

of TransOcean granted herein. 

2. Santa Fe s h a l l immediately hereafter f u r n i s h TransOcean 

information concerning any presently outstanding contracts, leases 

-3-



or permits i n v o l v i n g exploration or development of the Subject Lands 

f o r Hydrocarbons,-as wel l as information concerning such contracts, 

leases or permits i n v o l v i n g minerals other than Hydrocarbons on the 

Subject Lands. Santa Fe warrants and represents that such contracts, 

leases or permits w i l l not s u b s t a n t i a l l y a f f e c t TransOcean's r i g h t s 

hereunder. 

SECTION IV 

I n i t i a l Consideration 

As i n i t i a l consideration f o r i t s r i g h t s and.benefits obtained 

hereunder, TransOcean agrees to pay to Santa Fe the sum of One 

Hundred Ten Thousand Dollars ($110,000.00) i n cash on or before 

ten (10) days a f t e r f i n a l execution hereof. 

SECTION V 

Exploration Obligations Incurred 

1. TransOcean f i r m l y commits and agrees to spend or cause 

to be spent a minimum of Four Hundred Thousand Dollars ($400,000.00) 

during the i n i t i a l two-year period provided f o r i n Section I I I above, 

such monies to be expended on Exploration A c t i v i t i e s on the Subject 

Lands as provided herein, and such expenditure being herein called 

"Minimum Ob l i g a t i o n " . "Exploration A c t i v i t i e s " as herein used 

s h a l l include the conduct of surface and subsurface geological 

and geophysical work, including seismic surveys, photogeology or 

any s i m i l a r geophysical surveys or studies, core d r i l l i n g and explor­

a t i o n d r i l l i n g (provided that exploration d r i l l i n g shal'l not include 

development wells d r i l l e d on lands covered by a s p e c i f i c lease or 

operating agreement a f t e r such lands have been earned as provided 

i n Section VI below). The monies chargeable to TransOcean's Mini­

mum Obligation s h a l l cover only actual out-of-pocket expenses 

incurred i n the conduct of Exploration A c t i v i t i e s , except that 

TransOcean may also charge the expenses and salaries of 
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consultants, geologists, geophysicists and engineers employed by 

TransOcean f o r t h e i r actual time i n the f i e l d performing the a c t i v ­

i t i e s described above. However, i t i s understood and agreed that 

TransOcean w i l l make no charge f o r salaries or expenses of any 

TransOcean employees i n i t s Rocky Mountain d i v i s i o n o f f i c e , unless 

such salaries or expenses are f o r actual time and a c t i v i t i e s i n 

the f i e l d . 

2. TransOcean s h a l l from time to time, but at least q u a r t e r l y , 

f u r n i s h Santa Fe r e p o r t ( s ) with data s u b s t a n t i a t i n g the expenditures 

i n such Exploration A c t i v i t i e s . 

3. I t i s s p e c i f i c a l l y understood and agreed that should any 

port i o n of TransOcean's o v e r a l l Exploration A c t i v i t i e s be conducted 

on lands other than the Subject Lands, no p o r t i o n of the costs 

therefor s h a l l be credited to TransOcean's Minimum Obli g a t i o n , i t 

being agreed that such Minimum Obligation s h a l l be expended solely 

for Exploration A c t i v i t i e s on the Subject Lands. I n the event of 

geophysical surveys which w i l l cover such other lands as wel l as 

the Subject Lands, a reasonable a l l o c a t i o n of costs to the Subject 

Lands s h a l l be made by TransOcean. 

4. At the e x p i r a t i o n of the two-year period provided i n 

Section I I I - l i f TransOcean has not expended the f u l l Minimum O b l i ­

gation amount of $400,000.00, any deficiency w i l l be paid to Santa Fe 

i n cash. 

5. Within a reasonable time f o l l o w i n g completion of any 

separate pr o j e c t of Exploration A c t i v i t i e s hereunder, TransOcean 

w i l l f u r n i s h Santa Fe with logs, t e s t s , surveys, r e p o r t s , etc., 

r e s u l t i n g from such p r o j e c t ; provided that i f i n TransOcean1s sole 

opinion any of such logs or surveys s h a l l be considered c o n f i d e n t i a l 

by TransOcean, then TransOcean s h a l l not be required to f u r n i s h such 

logs or surveys. During the conduct of Exploration A c t i v i t i e s on 
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the Subject Lands, TransOcean w i l l f u r n i s h Santa Fe w i t h d a i l y 

d r i l l i n g reports and copies of a l l reports f i l e d w i t h state or fed­

eral a u t h o r i t i e s . 

SECTION VI 

Blocks Earned A f t e r Discovery 

1. I n the conduct of i t s Exploration A c t i v i t i e s , i f Trans­

Ocean should d r i l l a w e l l capable of commercial production of Hydro-

cartons, then w i t h i n s i x t y (60) days from the date of completion of 

such commercial w e l l , TransOcean s h a l l designate a p o r t i o n of the 

Subject Lands i n a reasonably compact block around and i n c l u d i n g 

the d r i l l s i t e t r a c t . Such block s h a l l contain Five Thousand One 

Hundred Twenty (5,120) acres- of Subject Lands, or the closest 

number of acres practicable because of l o t s varying above or below 

the standard M0-acre l e g a l subdivision. Within s i x t y (60) days 

from receipt of TransOcean's designation of said block of Subject 

Lands, Santa Fe s h a l l elect whether or not to execute an o i l and 

gas lease covering such block as provided i n Section- VI-2 below 

or to execute a lease covering only the d r i l l s i t e t r a c t and j o i n 

TransOcean i n an Operating Agreement as a working i n t e r e s t owner 

as provided i n Section VI-3 below. 

2. Should Santa Fe elect to execute a lease covering the 

block surrounding the discovery w e l l , Santa Fe s h a l l execute and 

deliver such a lease to TransOcean on the form attached hereto as 

Exhibit "A". Such o i l and gas lease s h a l l be f o r a primary term 

of f i v e (5) years from and a f t e r the date of the i n i t i a l p o t e n t i a l 

test taken pursuant to regulations of the New Mexico O i l Conserva­

t i o n Commission. Such lease s h a l l provide f o r a twenty percent 

(20$) r o y a l t y and i n i t i a l l y cover a l l zones and formations under 

the Subject Lands i n said block committed thereto from surface 

down to the base of the deepest geologic formation d r i l l e d i n the 

earning discovery w e l l . 



3. Should Santa Fe elect to j o i n TransOcean I n development 

of such selected block, then Santa Fe s h a l l execute an o i l and gas 

lease on the form attached hereto as Exhibit "B" covering only the 

pr o r a t i o n or spacing u n i t surrounding the d r i l l s i t e of the earning 

w e l l and the producible zones dedicated thereto, providing f o r a 

f i f t e e n percent (15%) r o y a l t y , and terminating on payout of w e l l 

costs as provided t h e r e i n . As to the balance of the Subject Lands 

w i t h i n the 5,120-acre block (and as to the d r i l l s i t e lease t r a c t -

a f t e r payout), Santa Fe w i l l j o i n TransOcean i n an Operating Agree­

ment i n the form attached hereto as Exhibit "C", under which Trans­

Ocean s h a l l own a s i x t y percent (60%) i n t e r e s t i n production and 

Santa Fe a f o r t y percent (40$) i n t e r e s t w i t h no provisions f o r any 

r o y a l t y payable to Santa Fe. Such Operating Agreement s h a l l i n i ­

t i a l l y cover a l l zones and formations under the earned block from 

surface down t o the base of the deepest geologic formation d r i l l e d 

by the earning discovery w e l l . 

4. I n l i k e manner, i n the conduct of i t s Exploration A c t i v i ­

t i e s , the completion by TransOcean of a d d i t i o n a l commercially pro­

ducible exploratory wells s h a l l earn f o r TransOcean the r i g h t to 

designate a d d i t i o n a l blocks of '5,120 acres surrounding each such 

w e l l as provided above f o r the i n i t i a l commercial discovery w e l l . 

Upon TransOcean's designation of such a 5,120-acre block, Santa Fe 

s h a l l make a l i k e e l e c t i o n to e i t h e r execute an o i l and gas lease 

covering the e n t i r e block or j o i n TransOcean as a working i n t e r e s t 

owner as provided i n Sections VI-2 and VI-3 above. 

5. On e i t h e r lease blocks (Section VI-2) or Operating Agree­

ment blocks (Section VI-3), TransOcean s h a l l have the r i g h t to 

d r i l l subsequent deeper wells or deepen e x i s t i n g wells to formations 

not already earned. I f TransOcean so d r i l l s or deepens a we l l on a 

lease block, such d r i l l i n g s h a l l be at TransOcean's sole cost, and 
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a f t e r completion, the lease s h a l l be extended to cover a l l zones 

under such lease block down to the base of the deepest geologic 

formation d r i l l e d by such deeper t e s t . As t o such a deeper tes t on 

an Operating Agreement block, TransOcean s h a l l n o t i f y Santa Pe i n 

w r i t i n g of i t s I n t e n t i o n to d r i l l a new w e l l or deepen an e x i s t i n g 

w e l l to such deeper zones, f u r n i s h i n g Santa Fe w i t h i t s estimate of 

w e l l costs. Santa Fe s h a l l have s i x t y (60) days t h e r e a f t e r to elect 

under the terms of the Operating Agreement whether i t desires to 

j o i n TransOcean i n the costs of d r i l l i n g such w e l l through the f o r -

. mations covered by the Operating Agreement or to incur the non-

consent penalties t h e r e i n provided. TransOcean s h a l l bear a l l costs 

of d r i l l i n g through and completing i n deeper formations not covered 

by the Operating Agreement. Should TransOcean desire to deepen an 

e x i s t i n g w e l l on an Operating Agreement block, i t may do so at any 

time at i t s sole cost provided such w e l l i s not then capable of 

commercial production of Hydrocarbons. Upon completion of such a 

deeper t e s t w e l l , the Operating Agreement s h a l l be extended to cover 

a l l zones down to the base of the deepest geologic formation d r i l l e d 

by such t e s t w e l l . I f any such w e l l i s completed as a producer i n 

such deeper zones, TransOcean s h a l l , during the payout period, be 

• granted an o i l and gas lease w i t h a f i f t e e n percent (15$) r o y a l t y i n 

the same manner as provided i n Section VI-3 above f o r the i n i t i a l 

earning discovery w e l l , except that such lease s h a l l cover only the 

deeper producible zones dedicated t o the applicable spacing or 

p r o r a t i o n u n i t f o r such deeper completion. 

6. During the i n i t i a l two-year exploratory period hereunder 

as to a l l Subject Lands, and during a d d i t i o n a l exclusive exploration 

periods under Section V I I as to Subject Lands thereunder selected, 

Santa Fe may not d r i l l f o r i t s sole account a w e l l to deeper forma­

t i o n s underlying an earned block i n a lease or operating agreement. 

-8-



A f t e r e x p i r a t i o n of such exclusive e x p l o r a t i o n periods, however, 

Santa Fe may so develop deeper unearned zones underlying such an 

earned block f o r Santa Fe's sole account, provided t h a t TransOcean 

s h a l l f i r s t be given s i x t y (60) days' advance notice i n which to 

commence d r i l l i n g such deeper well and earn deeper zones as provided 

herein. TransOcean's costs of deeper d r i l l i n g of earned blocks 

under Section VI-5 during said two-year exploratory period (or 

during such a d d i t i o n a l exploration periods as to blocks earned 

thereunder) s h a l l be credited to the applicable Minimum Obligation. 

SECTION V I I 

Additional Exploration Options'-

1. A f t e r the e x p i r a t i o n of the two-year exploration period 

provided f o r i n Section I I I - l , TransOcean s h a l l have no f u r t h e r 

exclusive r i g h t s of exploration on the portions of the Subject Lands 

th a t have not been included i n o i l and gas leases or operating agree­

ments pursuant to Section V I , except as to selected portions of the 

Subject Lands on which'TransOcean may elect to conduct f u r t h e r Explor 

a t i o n A c t i v i t i e s as provided i n t h i s Section V I I . 

2. TransOcean s h a l l have the i n i t i a l option to renew i t s 

exclusive r i g h t s -for the conduct of Exploration A c t i v i t i e s on the 

Subject Lands by committing to a f u r t h e r expenditure of Two Dollars • 

($2.00) per acre on such portions of the Subject Lands selected 

which have not been included i n o i l and gas leases or operating 

agreements. TransOcean may exercise such i n i t i a l option by f u r ­

n i s h i n g Santa Fe a schedule of selected acreage w i t h i n the Subject 

Lands on or before t h i r t y (30) days p r i o r to the date of e x p i r a t i o n 

of said two-year exploration period. Such select i o n must include 

at l e a s t Ten Thousand (10,000) acres of Subject Lands. A f t e r 

exercising such i n i t i a l option, TransOcean s h a l l have, f o r a period 

of one (1) year from e x p i r a t i o n of said i n i t i a l two-year period, 



the same exclusive r i g h t s t o conduct Exploration A c t i v i t i e s as to 

such lands selected as are granted i n i t i a l l y to TransOcean under 

Section I I I on a l l the Subject Lands. 

3- At any time while TransOcean i s conducting a d d i t i o n a l 

Exploration A c t i v i t i e s on portions of Subject Lands selected as 

provided i n t h i s Section V I I , TransOcean s h a l l have l i k e continuing 

options to make a d d i t i o n a l selections of acreage on blocks of at 

least Ten Thousand (10,000) acres, i n c u r r i n g l i k e a d d i t i o n a l M i n i ­

mum Obligations of Two Dollars ($2.00) per net acre selected, and 

acquiring exclusive exploration r i g h t s f o r periods of one (1) year 

from and a f t e r the f i r s t day of the month f o l l o w i n g the notice of 

sel e c t i o n to Santa Pe. Should any such s e l e c t i o n include a p o r t i o n 

of lands subject to a p r i o r s e l e c t i o n , then TransOcean's Minimum 

Obligation f o r such selec t i o n s h a l l be credited by an amount equal 

to Two Dollars ($2.00) per net acre of Subject Lands w i t h i n such 

p r i o r s e l e c t i o n m u l t i p l i e d -by a f r a c t i o n , the denominator of which 

s h a l l be twelve (12') and the numerator the number of f u l l months 

remaining i n the p r i o r s e l e c t i o n period. I t i s also agreed that 

any s e l e c t i o n so in c l u d i n g lands subject t o a p r i o r s e l e c t i o n must 

include at least Ten Thousand (10,000) acres of Subject Lands not 

then included i n , and subject t o , a p r i o r s e l e c t i o n . TransOcean's 

r i g h t t o make such a d d i t i o n a l selections and obtain exclusive . 

explo r a t i o n r i g h t s hereunder s h a l l not extend to any period past 

June 1, 1982. 

4. Should TransOcean complete a commercial w e l l i n conducting 

f u r t h e r Exploration A c t i v i t i e s pursuant to the provisions of t h i s 

Section V I I , then the terms and provisions of Section VI p e r t a i n i n g 

to designation by TransOcean of 5,120-acre blocks s h a l l be applicable 

i n the same manner, and Santa Pe s h a l l elect whether to execute an 

o i l and gas lease as provided i n Section VI-2 or grant a lease on 

the d r i l l s i t e and j o i n i n an operating agreement as provided i n 

Section VI-3. 



5- At the e x p i r a t i o n of any one-year s e l e c t i o n period, i f 

TransOcean s h a l l not have expended the f u l l amount of the p a r t i c u l a r 

Minimum O b l i g a t i o n i n c u r r e d f o r such s e l e c t i o n period, then Trans­

Ocean s h a l l pay the amount of any such deficiency t o Santa Pe i n 

cash. 

6. I f TransOcean exercises i t s r i g h t s hereunder to select 

a d d i t i o n a l acreage, i t s h a l l pay i n cash at the time of such elec-

• t i o n an amount t o Santa Pe equal to One Dollar ($1.00) per acre so 

selected. 

SECTION V I I I 

Non-Hydrocarbon Exploration 

1. I t i s recognized t h a t i n the conduct of i t s Exploration 

A c t i v i t i e s hereunder, TransOcean may obtain information or data 

concerning the p o t e n t i a l value of the Subject Lands f o r development 

of minerals other than Hydrocarbons. Santa Fe agrees that TransOcean 

may conduct s p e c i f i c non-Hydrocarbon mineral t e s t s . o r surveys i n 

^ conjunction w i t h i t s regular Exploration A c t i v i t i e s ; provided, how­

ever, that none of the costs and expenses thereof may be credited 

on a Minimum Ob l i g a t i o n incurred by TransOcean. 

^ In no event s h a l l TransOcean earn any r i g h t s to 
coal which i s retained f o r the exclusive use and possession 
of Santa Fe. 

the Subject Lands, Santa Fe. agrees to grant a lease or contract to 

TransOcean f o r development of such non-Hydrocarbons under the terms 

and conditions p r e v a i l i n g i n the area at the .time of discovery. 

SECTION IX 

Spe c i f i c Covenants of TransOcean 

1. ;-TransOcean agrees t o conduct Exploration A c t i v i t i e s 

hereunder i n such manner as to avoid any operational c o n f l i c t w i t h 

t h i r d p a r t i e s who may presently have e x i s t i n g contracts, permits 

or leases w i t h Santa Pe i n v o l v i n g development of the Subject Lands 

f o r Hydrocarbons or minerals other than- Hydrocarbons. TransOcean 



s h a l l make every reasonable e f f o r t to l i k e w i s e avoid operational 

c o n f l i c t s w i th t h i r d p a r t i e s making con t r a c t s , or obtaining permits 

or leases, on minerals other than Hydrocarbons a f t e r the e f f e c t i v e 

date hereof; provided, however,' that Santa Fe s h a l l f u r n i s h Trans­

Ocean copies of any such subsequent contracts, permits or leases, 

and s h a l l make a l l such contracts, permits or leases s p e c i f i c a l l y 

subject to the r i g h t s of TransOcean herein granted. 

2. TransOcean agrees that i t w i l l n o t i f y Santa Fe p r i o r to 

commencement of on-the-ground operations i n any of i t s Exploration 

A c t i v i t i e s , informing Santa Fe of the s p e c i f i c area and portions of 

the Subject Lands where such Exploration A c t i v i t i e s s h a l l be con­

ducted. 

3. TransOcean agrees that i n i t s Exploration A c t i v i t i e s here­

under, i t w i l l use and exercise reasonable d i l i g e n c e i n a l l operations 

on the Subject Lands f o r the discovery and production of Hydrocarbons, 

carrying on a l l operations hereunder i n a good and workmanlike 

manner i n accordance w i t h the approved methods and practices and i n 

compliance w i t h a l l applicable state and fed e r a l laws and r e g u l a t i o n s . 

4. TransOcean agrees to save harmless and indemnify Santa Fe 

from and against a l l claims, damages, s u i t s , judgments, expenses and 

costs of any and every kind on account of i n j u r i e s t o , or death of 

persons and loss and damage to property a r i s i n g out o f , or i n con­

nection w i t h , TransOcean's conduct of Exploration A c t i v i t i e s hereunder 

4(a). Insofar as any of the indemnity provisions set 
forth in _any_ of.the.preceding-paragraphs or any rider, amend­
ment or addendum hereto operate to indemnify the indemnitee, 
or the agents or employees of the indemnitee, or any legal 
entity for whose negligence, acts or omissions any of them 
may be l i a b l e , from l i a b i l i t y , claims, damages, losses or ex­
penses, including attorney fees, arising out of, i n whole or 
in part, the negligence of the indemnitee, or of the agents 
or employees of the indemnitee, or of any legal entity for 
whose-negligence, acts or omissions any of them may be l i a b l e , 
such indemnity provisions s h a l l not extend to l i a b i l i t y , claims, 
damages, losses or expenses, including attorney fees, arising 
out of: 

A. the preparation or approval of maps, draw­
ings, opinions, reports, surveys, change 
orders, designs, or specifications by the 
indemnitee, or the agents or employees of 
the indemnitee; or 

B. the giving of or the f a i l u r e to give direc­
tions or instructions by the indemnitee, or 
the agents or employees of the indemnitee, 



TransOcean agrees, as to Subject Lands which are not dedicated to 

a lease or operating agreement by v i r t u e of a discovery w e l l , that 

i t w i l l restore to Santa Fe and the surface owners the possession 

of such lands and remove therefrom TransOcean's property and equip­

ment, and so f a r as reasonably p r a c t i c a b l e , restore the lands to 

the condition they were i n at the time of TransOcean's commencement 

of operations thereon. 

SECTION X 

Force Majeure 

I n a l l instances, except as to payment of monies due Santa Fe 

hereunder, i n which TransOcean i s expressly required to perform any 

p a r t i c u l a r act or to begin or carry on any operation, any delay on 

account of floods, washouts, s t r i k e s , lockouts, the elements, Acts, 

of God, i n a b i l i t y to obtain access to the Subject Lands, or other 

causes beyond TransOcean's reasonable c o n t r o l s h a l l not be computed, 

as any part of the time w i t h i n which any such act s h a l l be begun 

or performed; excepting (1) that the obligations- of TransOcean 

under t h i s lease s h a l l not be suspended while TransOcean i s pre­

vented from complying therewith as a consequence of TransOcean's 

f a i l u r e to comply, e i t h e r on the Subject Lands or elsewhere, with 

any r u l e or r e g u l a t i o n or any Federal, s t a t e , county, municipal or 

other governmental agency, and (2) that should such a cause of 

force majeure prevent TransOcean from s a t i s f y i n g a Minimum Obliga­

t i o n under Sections V or V I I w i t h i n the time l i m i t s t h e r e i n provided, 

then any o b l i g a t i o n of TransOcean to pay monies to Santa Fe pursuant 

to Sections V-4 or VII-5 s h a l l be extended f o r such period of time 

as TransOcean was so prevented by cause of force majeure from per­

forming the acts necessary to s a t i s f y such Minimum Obli g a t i o n . 

SECTION XI 

Notices 

1. Any notice hereunder s h a l l be deemed to be f u l l y given 
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i f dispatched by r e g i s t e r e d or c e r t i f i e d m a i l , postpaid, to the 

p a r t i e s hereto at the addresses stated below: 

Santa Fe P a c i f i c Railroad Company 
Room 220 
920 Jackson Street 
Topeka, Kansas 

TransOcean O i l , Inc. 
1700 F i r s t City East Building 
Houston, Texas 77002 
At t e n t i o n : Land Department 

2. The date of notice by mail s h a l l be the date on which such 

w r i t t e n notice or other communication shall, be deposited i n a United 

States Post O f f i c e , r e g i s t e r e d or c e r t i f i e d m a i l , postpaid. Each 

party hereto s h a l l have the r i g h t to change i t s address f o r a l l 

purposes by n o t i f y i n g the other party hereto of the new address i n 

writing'. 

SECTION X I I 

Laws and Regulations 

This agreement and the work and operations contemplated hereby 

s h a l l be subject to a l l v a l i d laws and a l l v a l i d r u l e s , regulations 

and orders of any Federal, state or other governmental regulatory 

body having j u r i s d i c t i o n ; and i n the event any provision of t h i s 

agreement s h a l l be found to be contrary to or in-consistent w i t h 

any such law, r u l e , r e g u l a t i o n or order, the l a t t e r s h a l l be deemed 

to c o n t r o l , and t h i s agreement s h a l l be deemed modified accordingly, 

but i n a l l other respects to continue i n f u l l force and e f f e c t . 

SECTION X I I I 

Negation of Partnership 

I t i s expressly agreed that the d u t i e s , o b l i g a t i o n s and l i a b i l ­

i t i e s of the p a r t i e s hereto s h a l l be several and not j o i n t or 

c o l l e c t i v e , -and each party s h a l l be responsible only f o r i t s 

s p e c i f i c costs, expenses, duties and l i a b i l i t i e s incurred here­

under, and nothing herein contained or act done hereunder s h a l l 

be construed as creating a partnership, or imposing a partnership 



duty, or l i a b i l i t y on any of the parties hereto, or as creating 

any joint venture, association or any other legal entity for any 

purpose. 

SECTION XIV ' 

A r b i t r a t i o n 

I n the event the par t i e s hereto s h a l l f a i l to agree wi t h respect 

to any matters a r i s i n g under t h i s c o n t r a c t , then the matter s h a l l 

be determined by the decision of three (3) d i s i n t e r e s t e d a r b i t r a t o r s , 

one to be appointed by Santa Fe, one by TransOcean, and the t h i r d 

by the two a r b i t r a t o r s so appointed. The decision of such a r b i t r a ­

t o r s , or any two of them, s h a l l be conclusive and binding upon the 

part i e s hereto, and the expense of a r b i t r a t i o n s h a l l be borne as 

the a r b i t r a t o r s s h a l l d i r e c t . 

SECTION XV 

Assignment 

This agreement may be assigned i n whole or i n part by ei t h e r 

party hereto, provided that a l l the covenants, terms and provisions 

hereof s h a l l be binding upon any successor or assign and provided 

that i n the event of any assignment or t r a n s f e r , each of the o r i g ­

i n a l p a r t i e s hereto s h a l l remain f u l l y and p r i m a r i l y l i a b l e f o r a l l 

covenants, ob l i g a t i o n s and duties incurred or to be incurred here­

under. 

THIS AGREEMENT i s executed as of the day and year f i r s t here­

inabove w r i t t e n . 

SANTA FE PACIFIC RAILROAD COMPANY 



EXHIBIT "A" 

To Development Contract Between 

Santa Fe P a c i f i c Railroad 

Company and TransOcean O i l , Inc. 

OIL AND GAS LEASE 

THIS INDENTURE OF LEASE, made as of the day o f _ , 
19 , by and between SANTA FE PACIFIC RAILROAD COMPANY, a corpora­
t i o n incorporated under Act of Congress approved March 3, 1897, herein­
a f t e r c a l l e d "Lessor," and TRANSOCEAN OIL, INC., a Delaware corporation, 
h e r e i n a f t e r c a l l e d "Lessee." 

W I T N E S S E T H : 

SECTION I 

Lessor, i n consideration of the r o y a l t i e s t o be p a i d , and 
covenants t o be observed, as herein set f o r t h , does hereby grant and 
lease t o the Lessee the exclusive r i g h t and p r i v i l e g e t o explore by 
geophysical and other methods and to prospect f o r , d r i l l f o r , e x t r a c t , 
remove and dispose of a l l the o i l , gas, casinghead gas and associated 
hydrocarbons, including helium, i n or under c e r t a i n t r a c t s of land as 
to the surface and c e r t a i n zones and formations under said lands i n 
the County? of State of New Mexico, more 
p a r t i c u l a r l y described i n E x h i b i t "A", attached hereto and by t h i s r e f ­
erence made a part hereof, f o r a period of Five (5) years from the date 
hereof, hereinafter r e f e r r e d t o as the "primary term" and as long there­
a f t e r as o i l , gas, casinghead gas or associated hydrocarbons or any of 
them i s produced i n paying q u a n t i t i e s . "Paying q u a n t i t i e s " as used 
throughout t h i s lease, means production from a w e l l of such q u a l i t y 
and q u a n t i t y of o i l , gas, casinghead gas and associated hydrocarbons, 
i n c l u d i n g helium, as w i l l pay a reasonable p r o f i t over and above the 
expense of operating the w e l l , without regard t o whether the w e l l w i l l 
produce s u f f i c i e n t q u a n t i t i e s t o r e t u r n the cost and expense of d r i l l ­
i n g , completing and equipping the same. 

A l l other minerals and r i g h t s not herein granted and leased t o 
Lessee are hereby reserved, together w i t h the r i g h t t o lease said lands 
f o r mining of such other minerals and t o enter, mine and remove the same. 
Lessor and Lessee agree t o use the surface of said lands.so as not t o 
unreasonably i n t e r f e r e w i t h the use thereof by the other. 

SECTION I I 

The Lessee, i n consideration of the foregoing, hereby agrees: 

1. To recognize, observe, pay and d e l i v e r the f o l l o w i n g 
r o y a l t i e s : 

(a) An equal l / 5 t h p a r t of a l l o i l produced and saved 
from the leased premises. Such r o y a l t y o i l t o be tendered and deliver e d 
to Lessor, free of cost, i n pipe l i n e s t o which Lessee may connect h i s 
w e l l s , o r, at the option of Lessor, such r o y a l t y o i l t o be tendered and 
de l i v e r e d t o Lessor on or before the 15th day of each calendar month from 
Lessee's stock tanks provided by Lessee on the leased land f o r t h a t pur­
pose, the same to be held f o r , but a t the sole r i s k of Lessor, at place 
of d e l i v e r y f o r 15 days t h e r e a f t e r , f r e e and clear of a l l costs and 
charges of every nature. Lessor s h a l l not change the method of tender 
and d e l i v e r y at i n t e r v a l s of less than s i x (6) months. Should Lessor's 



o i l be not moved by Lessor from Lessee's stock tanks at the end of the 
15-day period mentioned above, then Lessee s h a l l have the optio n (but 
s h a l l not be required t o do so) of purchasing said r o y a l t y o i l at the 
current market p r i c e . Lessee s h a l l not be ob l i g a t e d t o provide any 
storage f o r Lessor's r o y a l t y o i l except only such storage as i s s u f f i c i e n t 
t o store Lessor's r o y a l t y o i l produced during one period of 15 days. 
Lessee s h a l l have fr e e use of o i l and gas f o r a l l operations hereunder 
and the r o y a l t y on o i l and gas s h a l l be computed a f t e r deducting any so 
used. The words "current market p r i c e " as used i n t h i s paragraph s h a l l 
be deemed t o mean the e n t i r e p r i c e a v a i l a b l e f o r o i l of s i m i l a r q u a l i t y 
i n the same producing d i s t r i c t at the w e l l ( s ) or at Lessee's stock tank(s) 
at the w e l l s i t e . 

b) As r o y a l t y f o r gas and casinghead gas produced from 
the demised premises (1) when sold by Lessee, 1/5 of the amount r e a l i z e d 
by Lessee, computed at the mouth of the w e l l , or (2) when used by Lessee 
o f f said land or i n the manufacture of gasoline or other products, the 
market value, a t the mouth of the w e l l , of 1/5 of such gas and casing­
head gas. 

c) Notwithstanding anything t o the contrary contained 
herein, i f , at the e x p i r a t i o n of the primary term hereof, or a t any time 
or times t h e r e a f t e r , there are any wells on the lands covered hereby or 
on lands w i t h which the lands covered hereby or any p o r t i o n thereof have 
been pooled or communitized, capable of producing o i l or gas i n paying 
q u a n t i t i e s , and a l l such wells are s h u t - i n , t h i s lease s h a l l , neverthe­
l e s s , continue i n force as though operations were being conducted on 
such lands f o r so long as such lands are s h u t - i n , and t h e r e a f t e r t h i s 
lease may be continued i n force as i f no s h u t - i n had occurred. Lessee 
covenants and agrees t o use reasonable d i l i g e n c e to produce, u t i l i z e , or 
market the minerals capable of being produced from such w e l l s , but i n 
the exercise of such d i l i g e n c e , Lessee s h a l l not be obl i g a t e d t o i n s t a l l 
or f u r n i s h f a c i l i t i e s other than w e l l f a c i l i t i e s and ordinary lease 
f a c i l i t i e s of flow l i n e s , separator, and lease tank, and s h a l l not be 
required t o s e t t l e labor disputes or to market gas upon terms unaccepta­
ble t o Lessee. Notwithstanding anything t o the contrary contained herein, 
i f , a t the e x p i r a t i o n of the primary term hereof, or at any time or times 
t h e r e a f t e r , a l l such wells are sh u t - i n f o r a period of ni n e t y (90) con­
secutive days, and during such time there are no operations on said 
lands, then at or before the e x p i r a t i o n of said ninety (90) day period, 
Lessee s h a l l pay or tender, by check or d r a f t of Lessee, as r o y a l t y , the 
sum of One Dol l a r ($1.00) per acre of said lands. Lessee s h a l l make l i k e 
payments or tenders annually a t or before the end of each anniversary of 
the e x p i r a t i o n of said n i n e t y (90) day period i f upon such anniversary 
date t h i s lease i s being continued i n force s o l e l y by reason of the pro­
v i s i o n s of t h i s Paragraph ( c ) . Each such payment or tender s h a l l be made 
as provided hereinbelow. Nothing contained herein s h a l l impair Lessee's 
r i g h t t o release as may be provided elsewhere h e r e i n a f t e r . I n the event 
of assignment o f t h i s lease, i n whole or i n p a r t , l i a b i l i t y f o r payment 
under t h i s Paragraph (c) s h a l l nevertheless r e s t e x c l u s i v e l y on Lessee. 

A l l payments of r o y a l t i e s and s h u t - i n r o y a l t i e s are t o be 
made t o the Treasurer of the Santa Fe P a c i f i c Railroad Company, Room 
220, at 920 Jackson St r e e t , Topeka, Kansas. 

2. To f u r n i s h i n du p l i c a t e monthly statements i n d e t a i l on 
Lessee's r e g u l a r form showing the amount, q u a l i t y and value of a l l o i l 
and gas produced and saved during the preceding calendar month as the 
basis f o r computing the r o y a l t y t o the Lessor. The leased premises, a l l 
w e l l s , improvements, machinery and f i x t u r e s thereon or connected there­
w i t h , a l l books and accounts of the Lessee and copies of a l l r e p o r t s 
f i l e d w i t h governmental a u t h o r i t i e s , r e l a t i n g t o operations which de­
termine Lessor's r o y a l t i e s or which may a f f e c t the Lessor's r i g h t s under 



t h i s lease, s h a l l be open at a l l reasonable times f o r the inspection by 
any duly authorized representative of the Lessor. Lessee f u r t h e r autho­
r i z e s Lessor t o inspect records of governmental agencies r e l a t i n g t o 
operations on the leased premises. 

3. To keep a log of a l l w e l l s d r i l l e d by the Lessee on the 
demised premises or w i t h i n fourteen hundred (1,400) f e e t thereof, showing 
the s t r a t a and character of the ground passed through by the d r i l l , a 
copy of which l o g or map thereof s h a l l be furnished t o said Lessor on 
demand. 

4. To exercise reasonable d i l i g e n c e i n d r i l l i n g and operating 
wells f o r o i l and gas on the lands covered hereby, and t o continuously 
operate the same whi l e such products can be secured i n paying q u a n t i t i e s , 
except as otherwise provided i n Paragraph (3)(C) above, or unless con­
sent t o suspend operations temporarily i s granted by the Lessor; t o carry 
on a l l operations hereunder i n a good and workmanlike manner i n accor­
dance w i t h approved methods and p r a c t i c e s , having due regard f o r the 
prevention o f waste of o i l or gas developed on the land, or the entrance 
of water through w e l l s d r i l l e d by Lessee to the o i l sands or o i l bearing 
s t r a t a t o the d e s t r u c t i o n or i n j u r y of the o i l deposits and the preser­
vati o n and conservation of the property f o r f u t u r e productive operations; 
to plug securely any w e l l before abandoning the same so as t o e f f e c t u a l l y 
shut o f f a l l water from the o i l or gas bearing s t r a t a t o comply w i t h a l l 
state and Federal laws and r e g u l a t i o n s governing the production and con­
servation of o i l and gas and plugging and abandonment of w e l l s ; to give 
such bond as may be required by law or r e g u l a t i o n f o r d r i l l i n g operations, 
plugging and abandonment of wells d r i l l e d by Lessee. 

5. To pay, before same become delinquent, a l l taxes, charges, 
rates and assessments which may, during the term of t h i s lease, be 
levied upon or assessed i n any respect, t o the b e n e f i t s of t h i s lease which 
flow t o the Lessee as f o l l o w s : 

(a) A l l such taxes, charges, rates and assessments which 
may be l e v i e d upon or assessed i n respect t o any of the r i g h t s , p r i v i l e g e s , 
values or property which are given or granted t o the Lessee by the terms 
and p r o v i s i o n s of t h i s lease. 

(b) A l l such taxes, charges, rates and assessments per­
t a i n i n g t o o i l or gas which may be produced from the demised premises 
or p e r t a i n i n g t o the personal property which may be placed upon such 
premises by the Lessee; provided, however, t h a t Lessor s h a l l pay i t s 
proportionate share of any gross production, severance, conservation or 
emergency school tax applicable t o i t s r o y a l t y o i l or gas or ad valorem 
tax a p p l i c a b l e t o Lessor's mineral i n t e r e s t . 

6. To save harmless and indemnify the Lessor from and against 
a l l claims, demands, s u i t s , judgments, expenses and costs of any and 
every kind on account of the i n j u r y t o or death of persons and loss and 
damage t o property a r i s i n g out of or i n connection w i t h the operations 
of the Lessee upon the leased premises and w i l l , at the sole cost and 
expense of the Lessee, defend a l l such claims, demands, or s u i t s . 

Lessee s h a l l promptly pay and discharge any and a l l l i e n s 
a r i s i n g out of any c o n s t r u c t i o n , a l t e r a t i o n or r e p a i r work done, or 
suffered or permitted t o be done, by Lessee on the premises, and Lessor 
i s hereby authorized to post any notices or take any other a c t i o n upon 
or w i t h respect t o the premises t h a t i s or may be permitted by law t o 
prevent the attachment of any such l i e n s t o the premises; provided, how­
ever, t h a t f a i l u r e of Lessor t o take any such acti o n s h a l l not r e l i e v e 
Lessee of any o b l i g a t i o n or l i a b i l i t y under t h i s or any other paragraph 
hereof. 

7. To r e s t o r e t o the Lessor the possession of the premises 
at the t e r m i n a t i o n of t h i s lease e i t h e r by e x p i r a t i o n of time, f o r f e i t u r e " 
or otherwise as herein provided, and t o remove therefrom a l l property, 
improvements, e t c . , except such as may have become the property of the 
Lessor under t h i s lease by purchase or otherwise, and so f a r as reasona­
bly p r a c t i c a b l e , restore the leased premises t o the c o n d i t i o n i n which 
they were at the time of entrance i n t o t h i s lease. Lessee f u r t h e r 
agrees t h a t on any such termination of t h i s lease, i t w i l l , w i t h i n 
s i x t y (60) days, d e l i v e r t o Lessor an appropriate instrument, i n 
w r i t i n g , duly executed and acknowledged so as t o e n t i t l e same t o be 
*-«r-~r-̂ ô  ovnrpc!<;iv' surrenderina a l l of Lessee Ts r x g n t t h e r e i n . 



8. To f u l l y protect the leased land from drainage of o i l or 
gas from any producing formation or zone by the d r i l l i n g of a l l neces­
sary o f f s e t w e l l s ; i t being expressly s t i p u l a t e d t h a t the question as 
t o whether or not the premises covered by t h i s lease are being drained i s 
dependent upon the p a r t i c u l a r circumstances o b t a i n i n g i n each s p e c i f i c 
case, such as depth, thickness or pay horizon, p r o d u c t i v i t y , p o r o s i t y , 
permeability, e t c . , but without prejudice t o Lessor of maintenance of 
a claim of drainage from wells located at a greater distance from the 
property l i n e , Lessee agrees and s t i p u l a t e s t h a t i n event a w e l l capa­
ble of producing o i l or gas i n commercial q u a n t i t i e s i s brought i n 
w i t h i n 33 0 f e e t of said leased premises upon lands not wholly or par­
t i a l l y owned by Lessor, then i t s h a l l be considered prima f a c i e evidence 
tha t said w e l l i s draining the premises covered by t h i s agreement, i f 
such o i l and/or gas i s being produced. "Commercial q u a n t i t i e s " as used 
throughout t h i s lease, means production from a w e l l of such q u a l i t y and 
qu a n t i t y of o i l , gas, casinghead gas and associated hydrocarbons, i n ­
cluding helium, as, considering the cost of d r i l l i n g and producing 
operations and the price obtainable f o r production therefrom, would i n 
the judgment of a reasonably prudent operator, commercially and economi­
c a l l y warrant the d r i l l i n g of such w e l l . 

Lessee agrees t h a t f o r the purpose of d i l i g e n c e i n development,, 
the premises covered by t h i s lease s h a l l be considered separate and 
apart from other adjoining or contiguous t r a c t s owned by Lessor i n the 
same way and t o the same extent as i f the fee or mineral ownership of 
the premises covered by t h i s lease were a d i f f e r e n t mineral ownership 
from t h a t of such adjoining or contiguous t r a c t or t r a c t s . Lessee 
agrees and o b l i g a t e s himself t o p r o t e c t the premises included under 
t h i s lease against drainage by the d r i l l i n g of a l l w e l l s t h a t may be 
necessary t o o f f s e t commercially producing w e l l s located on a d j o i n i n g 
or contiguous t r a c t s according t o the spacing p a t t e r n then i n e f f e c t 
i n the area of the leased premises,, and by the d r i l l i n g of such addi­
t i o n a l i n t e r i o r w e l l s as may be necessary t o maintain the development 
on the property covered by t h i s lease of at l e a s t equal density; t h a t 
i s , i n number of wells per u n i t of area as i s followed upon ad j o i n i n g 
or contiguous t r a c t s . 

Lessee agrees t h a t i n the e x p l o r a t i o n , development and opera­
t i o n of said premises i t w i l l use and exercise the same degree of d i l i ­
gence which the law would and does impose upon a Lessee i n the absence 
of s p e c i f i c c o n t r a c t u a l provisions as to the d i l i g e n c e t o be exercised 
by Lessee i n the e x p l o r a t i o n , development and operation of the premises 
f o r o i l and/or gas. 

Any o b l i g a t i o n assumed by Lessee under any paragraph of t h i s 
section s h a l l not i n any way diminish any other o b l i g a t i o n s assumed by 
Lessee under any other paragraph or section of t h i s lease. 

_. 9. That s i x (6) months a f t e r the date hereof,'or (which-
ever isTthe l a t e r date) i f the leased premises have not been developed by 
the completion of s u f f i c i e n t w e l l s so t h a t a l l leased lands are included 
w i t h i n spacing or p r o r a t i o n u n i t s dedicated t o a producing or produci­
ble w e l l , or committed to a f i e l d w i d e u n i t approved by proper s t a t e or 
Federal a u t h o r i t i e s , Lessee s h a l l e i t h e r (1) release such p o r t i o n of 
the leased lands t h a t have not been so developed or committed t o such 
u n i t t o the same extent required below i n Paragraph 10 of t h i s Section I I 
at e x p i r a t i o n of the primary term, or (2) commence the d r i l l i n g of addi­
t i o n a l w e l l s t o extend the time at which Lessee s h a l l be o b l i g a t e d t o 
so release such lands. To so extend the date of Lessee's said o b l i g a t i o n 
t o release, Lessee must commence operations f o r the d r i l l i n g of such 
a d d i t i o n a l w e l l s on or before the above date and continue such operations 
w i t h reasonable d i l i g e n c e , provided t h a t Lessee s h a l l be allowed one 
hundred e i g h t y (180) days to elapse between the completion of one w e l l 
and the commencement of d r i l l i n g f o r the next succeeding w e l l , and pro­
vided t h a t should Lessee d r i l l w e l l s w i t h lesser i n t e r v a l s of time 
between completion and commencement, Lessee may accumulate such saved 
time and be given f u l l c r e d i t by extension (s) of the commencement date 
f o r the next w e l l or succeeding w e l l s . 

10. That at the e x p i r a t i o n of the primary term hereof, unless 
Lessee commences or i s then engaged i n , a d r i l l i n g program as provided 
i n Paragraph 9 above, or upon cessation of such d r i l l i n g program a f t e r 
e x p i r a t i o n of the primary term, Lessee s h a l l (1)release and surrender t o 



Lessor a l l leased lands except such lands t h a t are w i t h i n 40-acre, 
quarter-quarter (or equivalent) l e g a l s u b d i v i s i o n s , any p o r t i o n of 
which l i e s w i t h i n one-half (1/2) mile of any producing o i l w e l l , or 
any o i l w e l l shut-in pursuant t o Paragraph (3)(c) of Section I I hereof, 
i n j e c t i o n w e l l or other pressure maintenance w e l l on the leased premi­
ses, or w i t h i n 320 acres of any producing gas w e l l , or any gas w e l l 
shut-in pursuant t o Paragraph (3)(c) of Section I I hereof, or a w e l l on 
a fie l d w i d e u n i t , or pooled or communitized t r a c t , spacing or p r o r a t i o n 
u n i t to which any p o r t i o n of the leased premises has been committed 
and except such leased lands as have been committed t o any such f i e l d -
wide u n i t , pooled t r a c t or spacing u n i t , and (2) f u r t h e r release and 
surrender t o Lessor a l l zones and formations under_the leased lands 
t h a t l i e below the base of the deepest formation then producing, or 
producible from any w e l l so s h u t - i n . 

SECTION I I I 

IT IS MUTUALLY AGREED: 

1. A f t e r the e x p i r a t i o n of the primary term, and i f , a f t e r 
discovery of o i l or gas, the production thereof should cease from any 
cause, t h i s lease s h a l l not terminate i f Lessee commences a d d i t i o n a l 
d r i l l i n g or reworking operations w i t h i n s i x t y (60) days t h e r e a f t e r , and 
i f such a d d i t i o n a l d r i l l i n g or reworking operations r e s u l t i n the pro­
duction of o i l or gas, t h i s lease s h a l l continue so long as o i l or gas 
i s produced i n paying q u a n t i t i e s ; ^ p r o v i d e d , however, t h i s p r o v i s i o n 
s h a l l not apply i f a l l w e l l s are shut-in pursuant t o Paragraph (3) (c) 
of Section I I hereof. 

2. That the Lessor does not warrant the q u i e t possession of 
said lands by the Lessee, and Lessor s h a l l i n no event become l i a b l e f o r 
damages a r i s i n g from any lack or fa'ilure of t i t l e i n the Lessor t o said 
lands or e v i c t i o n of the Lessee therefrom by t i t l e paramount t o the 
t i t l e of the Lessor. I t i s agreed, t h a t i f Lessor owns an i n t e r e s t i n 
the hydrocarbon minerals i n said lands less than the e n t i r e fee simple 
estate i n said hydrocarbon minerals, then the r o y a l t i e s t o be paid Les­
sor hereunder s h a l l be reduced p r o p o r t i o n a t e l y . I n the event of p a r t i a l 
or complete f a i l u r e of t i t l e t o said hydrocarbon minerals, i f r o y a l t i e s 
were paid 'to Lessor by Lessee on production from any p a r t of such t r a c t 
as t o which p a r t i a l or complete f a i l u r e of t i t l e t o said minerals occurs, 
Lessor agrees t o reimburse Lessee only f o r r o y a l t i e s paid t o Lessor t o 
which Lessor was not l e g a l l y e n t i t l e d . 

Lessor has sold the surface r i g h t s i n a l l of said lands, but 
has expressly reserved and excepted i n the deeds t o said land a l l o i l , 
gas, coal and minerals whatsoever, already found, or which may be found 
upon or under said lands, w i t h the r i g h t t o prospect f o r , mine and r e ­
move the same, and t o use so much of the surface of said lands as s h a l l 
be necessary and convenient f o r s h a f t s , w e l l s , tanks, pipe l i n e s , r i g h t s 
of way, r a i l r o a d t r a c k s , storage purposes and d i f f e r e n t s t r u c t u r e s and 
purposes necessary and convenient f o r the d i g g i n g , d r i l l i n g and working 
of any mines or wells which may be operated on said lands, subject, how­
ever, t o the o b l i g a t i o n t o pay to the Grantee, or the l e g a l representa­
t i v e s , h e i r s , successors or assigns of Grantee, a f i x e d p r i c e per acre 
f o r the surface of a l l lands appropriated under said exception and 
reservation, and f o r any bu i l d i n g s or permanent improvements thereon, 
determined as spec i f i e d i n said deeds. Lessee accepts t h i s lease subject 
to the terms and provisions of said deeds, and assumes the payment to 
the surface owner of any amounts required by said deeds t o be paid f o r 
the surface of a l l lands so appropriated by Lessee, and f o r any bui l d i n g s 
or permanent improvements thereon, f o r i t s operations under t h i s lease. 

3. Subject t o the o b l i g a t i o n s of Lessee, as provided i n 
Section I I hereof, Lessee may at any time surrender the whole or any 
par t of the leased premises t o the Lessor by an appropriate instrument 
i n w r i t i n g , duly executed and acknowledged so as t o e n t i t l e same t o 
be recorded, and thereupon a l l r i g h t s and o b l i g a t i o n s of the p a r t i e s 
hereto, one to the other, s h a l l cease and terminate as t o the premises 
thereby surrendered; provided, however, the Lessee s h a l l have f i r s t 
paid a l l taxes or r o y a l t i e s due hereunder and s h a l l perform a l l the 
ob l i g a t i o n s of the Lessee under Paragraphs 6 and 7 of Section I I hereof, 
and provided, f u r t h e r , t h a t the lands surrendered s h a l l be according 
to l e g a l subdivisions, or pa r t s t h e r e o f , of not less than f o r t y (40) 
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acres and i n reasonably compact form. 

4. That Lessee i s granted the r i g h t at any time, whether 
before or a f t e r production, t o pool or communitize f o r development 
and operation purposes any p a r t ( s ) of the leased lands w i t h any other 
lands adjacent thereto or w i t h any leasehold, operating or other r i g h t s 
i n such other lands so as t o form spacing or p r o r a t i o n u n i t s contain­
ing no more than 80 acres, plus 10% acreage tolerance, f o r o i l u n i t s 
or 64 0 acres, plus 10% acreage tolerance, f o r gas or gas condensate 
u n i t s . Any such u n i t s may also, at Lessee's o p t i o n , be l i m i t e d t o 
s p e c i f i c sub-surface zones or formations. I f at any time l a r g e r or 
smaller spacing or p r o r a t i o n u n i t s are authorized or r e q u i r e d under 
applicable law, r u l e , r e g u l a t i o n or order of any governmental a u t h o r i t y 
having j u r i s d i c t i o n , then any such u n i t may be e s t a b l i s h e d , reformed, 
reduced or enlarged t o conform t o the size so authorized or required. 
Lessee agrees to record a d e c l a r a t i o n of pooling containing a descrip­
t i o n of any spacing or p r o r a t i o n u n i t so created. Operations (including 
d r i l l i n g and reworking) on any part of any lands so pooled or communi­
t i z e d s h a l l be considered operations on the leased premises under t h i s 
lease and a l l r o y a l t i e s payable hereunder s h a l l be apportioned as pro­
vided i n such pooling, communitization or u n i t d e c l a r a t i o n or agreement. 

5. That i f the Lessee s h a l l f a i l t o perform or comply w i t h 
any covenant or cond i t i o n t o be performed or complied w i t h , then, and 
i n such event, the Lessor s h a l l have and i s hereby given the r i g h t , at 
i t s e l e c t i o n , upon the terms and conditions h e r e i n a f t e r set f o r t h , t o 
terminate t h i s lease, and, upon g i v i n g or recording n o t i c e i n w r i t i n g 
of such e l e c t i o n , t h i s lease s h a l l f o r t h w i t h be terminated, as t o such 
p o r t i o n of the leased premises as Lessee would be o b l i g a t e d t o release 
at e x p i r a t i o n of the primary term hereof and cessation of any d r i l l i n g 
program under the provisions of Paragraphs 9 and 10 of Section I I . 

Each o b l i g a t i o n of Lessee" expressly assumed by i t under the 
terms of t h i s lease, and each o b l i g a t i o n of Lessee implied by law s h a l l 
be deemed and construed t o be a cond i t i o n of t h i s lease as w e l l as a 
covenant. Lessee, however, except as t o the f a i l u r e t o commence the 
actual d r i l l i n g of the w e l l s required under Paragraph 9 of Section I I 
of t h i s lease s h a l l not be deemed or held t o have f a i l e d t o comply w i t h 
any o b l i g a t i o n or c o n d i t i o n expressed or implied under" t h i s lease u n t i l 
s i x t y (60) days a f t e r service of w r i t t e n n o t i c e s e t t i n g out s p e c i f i c a l l y 
the nature of such non-compliance, and during such s i x t y (60) day period, 
Lessee may comply or commence to comply w i t h such o b l i g a t i o n or condi­
t i o n i f any there be and i f same i s thereupon or t h e r e a f t e r d i l i g e n t l y 
complied w i t h , then Lessee s h a l l be deemed t o have f u l l y complied w i t h 
such o b l i g a t i o n or c o n d i t i o n under the terms of t h i s lease. Neither 
the service of said w r i t t e n n o t i ce nor the doing of any acts by Lessee 
aimed at compliance w i t h the alleged f a i l u r e s h a l l be deemed an admission 
or presumption that Lessee has f a i l e d t o comply w i t h any o b l i g a t i o n or 
co n d i t i o n hereunder. The f a i l u r e of the Lessor t o make service or notice 
of any breach of c o n d i t i o n or covenant s h a l l not c o n s t i t u t e a waiver or 
be a bar t o subsequent claim or breach of c o n d i t i o n or breach of covenant. 

Nothing herein s h a l l be construed t o r e l i e v e the Lessee from 
any l i a b i l i t y which may be accrued p r i o r t o or which may be accruing 
at the date of such t e r m i n a t i o n or deprive the Lessor of the r i g h t t o 
enforce any such l i a b i l i t y or of the b e n e f i t of any covenant or o b l i g a ­
t i o n i n t h i s lease contained t o indemnify or hold i t harmless. Waiver 
of any p a r t i c u l a r cause of f o r f e i t u r e s h a l l not prevent the c a n c e l l a t i o n 
and f o r f e i t u r e of t h i s lease f o r any other cause of f o r f e i t u r e or f o r the 
same cause occurring a t any other time. 

6. That upon any termination or e x p i r a t i o n of t h i s lease 
as t o the lands hereby leased, a l l r i g h t s of Lessee i n or t o e x t r a c t 
o i l or gas w i t h i n said lands s h a l l cease and the ownership of any such 
o i l and gas s h a l l remain w i t h the Lessor, and Lessee agrees t h a t upon any 
surrender, termination or e x p i r a t i o n of t h i s lease, t h a t i t w i l l w i t h i n 
s i x t y (60) days t h e r e a f t e r f u r n i s h Lessor a surrender of a l l i t s r i g h t s 
hereunder, duly executed and acknowledged so as to e n t i t l e same t o be 
recorded, which surrender s h a l l contain a warranty t h a t no c o n t r a c t u a l 
r i g h t s e x i s t i n favor of any person or persons claiming under said lease 
by or through Lessee as t o any of the property covered by said surrender. 
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7. That t h i s lease s h a l l not operate t o i n t e r f e r e , obstruct 
or hinder i n any way the operation of The Atchison, Topeka and Santa Fe 
Railway Company, or by any company a m a j o r i t y of whose c a p i t a l stock 
now i s or hereafter s h a l l be owned by i t , or any r a i l r o a d now i n e x i s t ­
ence which may be acquired by any such company, and a l l r i g h t s , p r i v i ­
leges and easements granted by t h i s lease are subject t o the safe and 
economical operation of any such r a i l r o a d or r a i l r o a d s as determined by 
the o f f i c e r or o f f i c e r s of any such company or companies, except t h a t 
no new i n s t a l l a t i o n s s h a l l be made or permitted by Lessor i n such manner 
as t o i n t e r f e r e w i t h then e x i s t i n g o i l or gas w e l l s of Lessee. 

8. That i n case the p a r t i e s hereto s h a l l f a i l t o agree w i t h 
respect to any matters a r i s i n g under t h i s lease, then the matter s h a l l 
be determined by the decision of three d i s i n t e r e s t e d a r b i t r a t o r s , one 
t o be appointed by the Lessor, one by the Lessee, and the t h i r d by the 
two a r b i t r a t o r s so appointed; and t h a t the decision of such a r b i t r a t o r s , 
or of any two of them, s h a l l be conclusive and binding upon the p a r t i e s 
hereto, the expense of a r b i t r a t i o n t o be borne as the a r b i t r a t o r s s h a l l 
d i r e c t . 

9. I n a l l instances, except as to payment of r o y a l t i e s 
( i n c l u d i n g shut-in r o y a l t i e s ) i n which Lessee i s expressly required to 
perform any p a r t i c u l a r act or t o begin or carry on any o p e r a t i o n , any 
delay on account of f l o o d s , washouts, s t r i k e s , lockouts, the elements, 
Acts of God, i n a b i l i t y t o o b t a i n access t o leased premises, or other 
causes beyond Lessee's c o n t r o l s h a l l not be computed as any p a r t of 
the time w i t h i n which any such act s h a l l be begun or performed; except­
ing t h a t the o b l i g a t i o n s of Lessee under t h i s lease s h a l l not be sus­
pended while Lessee i s prevented from complying t h e r e w i t h as a conse­
quence of Lessee's f a i l u r e t o comply, e i t h e r on the leased premises or 
elsewhere, w i t h any r u l e or r e g u l a t i o n of any Federal, s t a t e , county, 
municipal or other governmental agency. 

10. Any notice to be given by Lessor to Lessee hereunder s h a l l 
be deemed to be properly served i f the same be deposited i n a United 
States Post O f f i c e , r e g i s t e r e d mail postpaid, addressed t o TransOcean 
O i l , Inc., 1700 F i r s t C i t y East B u i l d i n g , Houston Texas 77001, and any 
n o t i c e t o be given by Lessee to Lessor hereunder s h a l l be deemed t o be 
properly served i f the same be deposited i n a United States Post O f f i c e , 
r e g i s t e r e d mail postpaid, addressed to Santa Fe P a c i f i c Railway Company, 
a t t e n t i o n Secretary, Room 220, at 920 Jackson S t r e e t , Topeka, Kansas. 

11. That a l l of the covenants and agreements of t h i s lease 
s h a l l extend to and be binding upon and every b e n e f i t hereof s h a l l inure 
t o the h e i r s , executors, a d m i n i s t r a t o r s , successors or assigns of the 
respective p a r t i e s hereto. 
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IN WITNESS WHEREOF, Lessor and Lessee have executed t h i s 
indenture of lease as of the day and year f i r s t above w r i t t e n . 

ATTEST: SANTA FE PACIFIC RAILROAD COMPANY 

Assistant Secretary 
Byj 

President 

LESSOR 

ATTEST: TRANSOCEAN OIL, INC. 

Seeretary 
By; 

Vice-President 

STATE OF 

COUNTY OF 
X 
X 

LESSEE 

ss, 

day of 
The foregoing instrument was acknowledged before me t h i s 

,197 5, by , President of 
corporation, SANTA FE PACIFIC RAILROAD COMPANY, a 

on behalf of said corporation. 

Witness my hand and o f f i c i a l seal. 

My Commission Expires: 

Notary Public 

STATE OF TEXAS 

COUNTY OF HARRIS 

X 
X 
X 

ss. 

The foregoing instrument was acknowledged before me t h i s 
,1975, by ,Vice-President day of 

of TRANSOCEAN OIL, INC., a Delaware c o r p o r a t i o n , on behalf of said 
corporation. 

Witness my hand and o f f i c i a l seal. 

Notary Public 

My Commission Expires: 
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EXHIBIT "B" 

To Development Contract Between 
Santa Fe P a c i f i c Railroad 

Company and TransOcean O i l , Inc. 

OIL AND GAS LEASE 

THIS INDENTURE OF LEASE, made as of the day of 
19 , by and between SANTA FE PACIFIC RAILROAD COMPANY, a corporation 
incorporated under Act of Congress approved March 3, 1897, h e r e i n a f t e r 
called "Lessor," and TRANSOCEAN OIL, INC., a Delaware c o r p o r a t i o n , here­
i n a f t e r c a l l e d "Lessee." 

W I T N E S S E T H : 

SECTION I 

Lessor, i n consideration of the r o y a l t i e s t o be paid, and 
covenants t o be observed, as herein set f o r t h , does hereby grant and 
lease t o the Lessee the exclusive r i g h t and p r i v i l e g e t o explore by 
geophysical and other methods and t o prospect f o r , d r i l l f o r , e x t r a c t , 
remove and dispose of a l l the o i l , gas, casinghead gas and associated 
hydrocarbons, i n c l u d i n g helium, in_or under c e r t a i n t r a c t s of land as 
t o the surface and c e r t a i n zones and formations under said lands i n 
the Count of State of New Mexico, more p a r t i c u l a r l y 
described i n E x h i b i t "A", attached hereto and by t h i s reference made 
a part hereof, f o r such period of time u n t i l Lessee's d r i l l i n g and 
operating costs have been recovered as provided i n Paragraph 3 of 
Section I I I below. 

A l l other minerals and r i g h t s not herein granted and leased 
to Lessee are hereby reserved, together w i t h the r i g h t t o lease said 
lands f o r mining of such other minerals and t o enter, mine and remove, 
the same. Lessor and Lessee agree t o use the surface of said lands 
so as not t o unreasonably i n t e r f e r e w i t h the use thereof by the other. 

I t i s recognized t h a t Lessee has already d r i l l e d and completed 
Lessee's w e l l on the leased lands 
{Or on a u n i t t o which said lands are or w i l l be committed) and t h i s 
lease s h a l l be e f f e c t i v e only during the payout period f o r such w e l l 
as provided i n Paragraph 3 of Section I I I hereof. 

SECTION I I 

The Lessee, i n consideration of the forego i n g , hereby agrees: 

1. To recognize, observe, pay and d e l i v e r the f o l l o w i n g 
r o y a l t i e s : 

(a) An equal f i f t e e n percent (15%) p a r t of a l l o i l pro­
duced and saved from the leased premises. Such r o y a l t y o i l t o be 
tendered and d e l i v e r e d to Lessor, f r e e of cost, i n pipe l i n e s t o which 
Lessee may connect h i s w e l l s , o r, at the o p t i o n of Lessor, such r o y a l t y 
o i l t o be tendered and delivered t o Lessor on or before the 15th day of 
each calendar month from Lessee's stock tanks provided by Lessee on the 
leased land f o r t h a t purpose, the same to be held f o r , but at the sole 
r i s k of Lessor, a t place of d e l i v e r y f o r 15 days t h e r e a f t e r , f r e e and 
clear of a l l costs and charges of every nature. Lessor s h a l l not chang 
the method of tender and d e l i v e r y a t i n t e r v a l s of less than s i x (6) 
months. Should Lessor's o i l be not moved by Lessor from Lessee's stock 



tanks at the end of the 15-day period mentioned above, then Lessee s h a l l 
have the option (but s h a l l not be required t o do so) of purchasing said 
r o y a l t y o i l at the current market p r i c e . Lessee s h a l l not be obligated 
to provide any storage f o r Lessor's r o y a l t y o i l except only such storage 
as i s s u f f i c i e n t t o store Lessor's r o y a l t y o i l produced during one 
period of 15 days. Lessee s h a l l have free use of o i l and gas f o r a l l 
operations hereunder and the r o y a l t y on o i l and gas s h a l l be computed 
a f t e r deducting any so used. The words "current market p r i c e " as used 
i n t h i s paragraph s h a l l be deemed t o mean the e n t i r e p r i c e a v a i l a b l e 
f o r o i l of s i m i l a r q u a l i t y i n the same producing d i s t r i c t at the w e l l ( s ) 
or at Lessee's stock tank(s) at the w e l l s i t e . 

(b) As r o y a l t y f o r gas and casinghead gas produced from 
the demised premises (1) when sold by Lessee, f i f t e e n percent (15%) of 
the amount r e a l i z e d by Lessee, computed at the mouth of the w e l l , or 
(2) when used by Lessee o f f said land or i n the manufacture of gasoline 
or other products, the market value, at the mouth of the w e l l , of f i f ­
teen percent (15%) of such gas and casinghead gas. 

(c) Notwithstanding anything t o the con t r a r y contained 
herein, i f , at the e x p i r a t i o n of the primary term hereof, or at any 
time or times t h e r e a f t e r , there are any we l l s on the lands covered here­
by or any p o r t i o n thereof have been pooled or communitized, capable of 
producing o i l or gas i n paying q u a n t i t i e s , and a l l such well's are shut-
i n , t h i s lease s h a l l , nevertheless, continue i n forc e as though opera­
t i o n s were being conducted on such lands f o r so long as such wells are 
shut- i n , and t h e r e a f t e r t h i s lease may be continued i n force as i f no 
shut-in had occurred. Lessee covenants and agrees t o use reasonable 
d i l i g e n c e t o produce, u t i l i z e , or market the minerals capable of being 
produced from such w e l l s , but i n the exercise of such d i l i g e n c e , Lessee 
s h a l l not be obligated t o i n s t a l l or f u r n i s h f a c i l i t i e s other than w e l l 
f a c i l i t i e s and ordinary lease f a c i l i t i e s of flow l i n e s , separator, and 
lease tank, and s h a l l not be required t o s e t t l e labor disputes or t o 
market gas upon terms unacceptable to Lessee. Notwithstanding anything 
t o the contrary contained herein, i f , a t the e x p i r a t i o n of the primary 
term hereof, or a t any time or times t h e r e a f t e r , a l l such w e l l s are 
shut-in f o r a period of ninety (90) consecutive days and during such 
time there are no operations on said lands, then a t or before the ex­
p i r a t i o n of said ninety (90) day period, Lessee s h a l l pay or tender, by 
check or d r a f t of Lessee, as r o y a l t y , the sum of One D o l l a r ($1.00) 
per acre of said lands. Lessee s h a l l make l i k e payments or tenders 
annually a t or before the end of each anniversary of the e x p i r a t i o n of 
said n i n e t y (90) day period i f upon such anniversary date t h i s lease i s 
being continued i n force s o l e l y by reason of the prov i s i o n s of t h i s 
Paragraph ( c ) . Each such payment or tender s h a l l be made as provided 
hereinbelow. Nothing contained herein s h a l l impair Lessee's r i g h t t o 
release as may be provided elsewhere h e r e i n a f t e r . I n the event of 
assignment of t h i s lease, i n whole or i n p a r t , l i a b i l i t y f o r payment 
under t h i s Paragraph (c) s h a l l nevertheless r e s t e x c l u s i v e l y on Lessee. 

A l l payments of r o y a l t i e s and shut-in r o y a l t i e s to be made 
to the Treasurer of the Santa Fe P a c i f i c Railroad Company, Room 220, 
at 920 Jackson St r e e t , Topeka, Kansas. 

2. To f u r n i s h i n d u p l i c a t e monthly statements i n d e t a i l 
on Lessee's regular form showing the amount, q u a l i t y and value of a l l 
o i l and gas produced and saved during the preceding calendar month as 
the basis f o r computing the r o y a l t y t o the Lessor. The leased premises, 
a l l w e l l s , improvements, machinery and f i x t u r e s thereon or connected 
therewith, a l l books and accounts of the Lessee and copies of a l l r e p o r t s 
f i l e d w i t h governmental a u t h o r i t i e s , r e l a t i n g t o operations which de­
termine Lessor's r o y a l t i e s or which may a f f e c t the Lessor's r i g h t s under 
t h i s lease, s h a l l be open a t a l l reasonable times f o r the inspection 
by any duly authorized representative of the Lessor. Lessee f u r t h e r 
authorizes Lessor t o inspect records of governmental agencies r e l a t i n g 
t o operations on the leased premises. 

3. To exercise reasonable d i l i g e n c e i n d r i l l i n g and operating 
wells f o r o i l and gas on the lands covered hereby, and t o continuously 
operate the same while such products can be secured i n paying q u a n t i t i e s , 
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except as otherwise provided i n Paragraph (1)(c) above, or unless 
consent t o suspend operations temporarily i s granted by the Lessor; t o 
carry on a l l operations hereunder i n a good and workmanlike manner i n 
accordance w i t h approved methods and p r a c t i c e s , having due regard f o r 
the prevention of waste of o i l or gas developed on the land, or the 
entrance of water through wells d r i l l e d by Lessee t o the o i l sands or 
o i l bearing s t r a t a t o the d e s t r u c t i o n or i n j u r y of the o i l deposits 
and the preservation and conservation of the property f o r f u t u r e pro­
ductive operations, t o plug securely any w e l l before abandoning the 
same so as t o e f f e c t u a l l y shut o f f a l l water from the o i l or gas bear­
ing s t r a t a t o comply w i t h a l l s t a t e and Federal laws and reg u l a t i o n s 
governing the production and conservation of o i l and gas and plugging 
and abandonment of we l l s ; t o give such bond as may be required by law or 
r e g u l a t i o n f o r d r i l l i n g operations, plugging and abandonment of wells 
d r i l l e d by Lessee. "Paying qu a n t i t i e s " a s used throughout t h i s lease, 
means production from a w e l l of such q u a l i t y and q u a n t i t y of o i l , gas, 
casinghead gas and associated hydrocarbons, i n c l u d i n g helium, as w i l l 
pay a reasonable p r o f i t over and above the expense of operating the 
w e l l , without regard t o whether the w e l l w i l l produce s u f f i c i e n t q u a n t i ­
t i e s t o r e t u r n the cost and expense of d r i l l i n g , completing and equipping 
the same. 

4. To pay, before same become delinquent, a l l taxes, charges, 
rates and assessments which may, during the term of t h i s lease, be 
le v i e d upon or assessed i n any respect, t o the b e n e f i t s of t h i s lease 
which f l o w t o the Lessee as f o l l o w s : 

(a) A l l such taxes, charges., rates and assessments which 
may be l e v i e d upon or assessed i n respect t o any of the r i g h t s , p r i v i ­
leges, values or property which are given or granted t o the Lessee by 
the terms and provisions of t h i s lease. 

(b) A l l such taxes, charges, rates and assessments per­
t a i n i n g t o o i l or gas which may be_produced from the demised premises 
or p e r t a i n i n g t o the personal property which may be placed upon such 
premises by the Lessee; provided, however, t h a t Lessor s h a l l pay i t s 
proportionate share of any gross production, severance, conservation 
or emergency school tax applicable t o i t s r o y a l t y o i l or gas or ad 
valorem tax applicable t o Lessor's mineral i n t e r e s t . 

5. To save harmless and indemnify the Lessor from and 
against a l l claims, demands, s u i t s , judgments, expenses and costs 
of any and every kind on account of the i n j u r y t o or death of persons 
and loss and damage t o property a r i s i n g out of or i n connection w i t h 
the operations of the Lessee upon the leased premises and w i l l , at the 
sole cost and expense of the Lessee, defend a l l such claims, demands, 
or s u i t s . 

Lessee s h a l l promptly pay and discharge any arid a l l l i e n s 
a r i s i n g out of any con s t r u c t i o n , a l t e r a t i o n or r e p a i r work done, or 
suffered or permitted t o be done, by Lessee on the premises, and 
Lessor i s hereby authorized t o post any notices or take any other" 
a c t i o n upon or w i t h respect t o the premises t h a t i s or may be permitted 
by law t o prevent the attachment of any such l i e n s t o the premises; 
provided, however, t h a t f a i l u r e of Lessor t o take any such a c t i o n 
s h a l l not r e l i e v e Lessee of any o b l i g a t i o n or l i a b i l i t y under t h i s or -
any other paragraph hereof. 

SECTION I I I 

IT IS MUTUALLY AGREED: 

1. That the Lessor does n ot warrant the q u i e t possession of 
said lands by the Lessee, and Lessor s h a l l i n no event become l i a b l e 
f o r damages a r i s i n g from any lack or f a i l u r e of t i t l e i n the Lessor t o 
said lands or e v i c t i o n of the Lessee therefrom by t i t l e paramount t o 
the t i t l e of the Lessor. I t i s agreed, t h a t i f Lessor owns an i n t e r e s t 
i n the hydrocarbon minerals i n said lands less than the e n t i r e fee 
simple estate i n said hydrocarbon minerals, then the r o y a l t i e s t o be 
paid Lessor hereunder s h a l l be reduced p r o p o r t i o n a t e l y . I n the event 
of p a r t i a l or complete f a i l u r e of t i t l e t o said hydrocarbon minerals, 
i f r o y a l t i e s were paid t o Lessor by Lessee on production from any part 
of such t r a c t as t o which p a r t i a l or complete f a i l u r e of t i t l e t o said 

minerals occurs, Lessor agrees t o reimburse Lessee only f o r r o y a l t i e s 



paid t o Lessor t o which Lessor was not l e g a l l y e n t i t l e d . 

Lessor has sold the surface r i g h t s i n a l l said lands, but 
has expressly reserved and excepted i n the deeds t o said land a l l o i l , 
gas, coal and minerals whatsoever, already found, or which may be found 
upon or under said lands, w i t h the r i g h t t o prospect f o r , mine and 
remove the same, and t o use so much of the surface of said lands as 
s h a l l be necessary and convenient f o r s h a f t s , w e l l s , tanks, pipe l i n e s , 
r i g h t s of way, r a i l r o a d t r a c k s , storage purposes and d i f f e r e n t s t r u c t u r e s 
and purposes necessary and convenient f o r the d i g g i n g , d r i l l i n g and 
working of any mines or wells which may be operated on said lands, sub­
j e c t , however, t o the o b l i g a t i o n t o pay to the Grantee, or the l e g a l 
representatives, h e i r s , successors or assigns of Grantee, a f i x e d p r i c e 
per acre f o r the surface of a l l lands appropriated under said exception 
and r e s e r v a t i o n , and f o r any b u i l d i n g s or permanent improvements th e r e ­
on, determined as specified i n said deeds. Lessee accepts t h i s lease 
subject t o the terms and provisions of said deeds, and assumes the pay­
ment t o the surface owner of any amounts required by said deeds t o be 
paid f o r the surface of a l l lands so appropriated by Lessee, and f o r 
any b u i l d i n g s or permanent improvements thereon, f o r i t s operations 
under t h i s lease. 

2. That Lessee i s granted the r i g h t at any time, whether 
before or a f t e r production, t o pool or communitize f o r development and 
operation purposes any p a r t ( s ) of the leased lands w i t h any other 
lands adjacent thereto or w i t h any leasehold, operating or other r i g h t s 
i n such other lands so as to form spacing or p r o r a t i o n u n i t s containing 
no more than 80 acres, plus 10% acreage tolerance, f o r o i l u n i t s or 
640 acres, plus 10% acreage tolerance, f o r gas or gas condensate u n i t s . . 
Any such u n i t s may also, a t Lessee's o p t i o n , be l i m i t e d t o s p e c i f i c 
sub-surface zones or formations. I f at any time l a r g e r or smaller 
spacing or p r o r a t i o n u n i t s are authorized or required under applicable 
law, r u l e , r e g u l a t i o n or order of any governmental a u t h o r i t y having 
j u r i s d i c t i o n , then any such u n i t may be established, reformed, reduced 
or enlarged to conform to the size so authorized or required. Lessee 
agrees t o record a de c l a r a t i o n of pooling containing a d e s c r i p t i o n of 
any spacing or p r o r a t i o n u n i t so created. Operations ( i n c l u d i n g d r i l l ­
i n g or reworking) on any p a r t of any lands so pooled or communitized 
s h a l l be considered operations on the leased premises under t h i s lease 
and a l l r o y a l t i e s payable hereunder s h a l l be apportioned as provided i n 
such pooling, communitization or u n i t d e c l a r a t i o n or agreement. 

3. This lease s h a l l automatically terminate at such time as 
Lessee s h a l l have recovered out of production from the w e l l described 
i n Section I hereof a l l of Lessee's costs of d r i l l i n g , t e s t i n g , com­
p l e t i n g , equipping and operating such w e l l up t o the date of payout. 
I n computing revenue f o r recovery of costs, Lessee, s h a l l c r e d i t t o the 
payout account payment f o r t h a t percentage of runs equal t o the net 
'leasehold revenue i n t e r e s t hereunder (net revenue i n t e r e s t being 100% 
of the proceeds of production hereunder less the r o y a l t y of Lessor) . 
Operating costs s h a l l be computed i n accordance w i t h t h a t c e r t a i n 
Operating Agreement dated ; , 19_ , entered i n t o be­
tween the p a r t i e s hereto. Lessee s h a l l n o t i f y Lessor when such costs 
have been recovered and t h i s lease s h a l l terminate, and thereupon the 
lands and formations covered hereby s h a l l become subject t o said Opera­
t i n g Agreement. Should the lands and formations leased hereunder be 
dedicated t o a u n i t , the w e l l costs and payout revenues s h a l l be pro­
p o r t i o n a t e l y reduced i n accordance w i t h the plan of a l l o c a t i o n of pro­
duction provided f o r i n such u n i t designation, agreement or plan. 
Lessee agrees t h a t upon termination of t h i s lease, i t w i l l w i t h i n 
s i x t y (60) days t h e r e a f t e r d e l i v e r t o Lessor an appropriate instrument 
i n w r i t i n g , duly executed and acknowledged so as t o e n t i t l e same t o be 
recorded, expressly surrendering a l l of Lessee's r i g h t s herein. 
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4. That each o b l i g a t i o n of Lessee expressly assumed by i t 
under the terms of t h i s lease, and each o b l i g a t i o n of Lessee implied 
by law s h a l l be deemed and construed t o be a c o n d i t i o n of t h i s lease 
as w e l l as a covenant. Lessee, however, s h a l l not be deemed or held t o 
have f a i l e d t o comply w i t h any o b l i g a t i o n or c o n d i t i o n expressed or 
implied under t h i s lease u n t i l s i x t y (60) days a f t e r service of w r i t t e n 
n o t i c e s e t t i n g out s p e c i f i c a l l y the nature of such non-compliance, and 
during such s i x t y (60) days period, Lessee may comply or commence t o 
comply w i t h such o b l i g a t i o n or c o n d i t i o n i f any there be and i f same i s 
thereupon or t h e r e a f t e r d i l i g e n t l y complied w i t h , then Lessee s h a l l be 
deemed t o have f u l l y complied w i t h such o b l i g a t i o n or c o n d i t i o n under 
the terms of t h i s lease. Neither the service of said w r i t t e n n o t i ce 
nor the doing of any acts by Lessee aimed a t compliance w i t h the alleged 
f a i l u r e s h a l l be deemed an admission or presumption t h a t Lessee has 
f a i l e d t o comply w i t h any o b l i g a t i o n or c o n d i t i o n hereunder. The f a i l ­
ure of the Lessor to make service or n o t i c e of any breach of c o n d i t i o n 
or covenant s h a l l not c o n s t i t u t e a waiver or be a bar t o subsequent 
claim or breach of condition or breach of covenant. 

Nothing herein s h a l l be construed t o r e l i e v e the Lessee from 
any l i a b i l i t y which may be accrued p r i o r t o or which may be accruing 
at the date of such termination or . deprive the'Lessor of the r i g h t t o 
enforce any such l i a b i l i t y or of the b e n e f i t of any covenant or o b l i g a ­
t i o n i n t h i s lease contained t o indemnify or hold i t harmless. Waiver 
of any p a r t i c u l a r cause of f o r f e i t u r e s h a l l not prevent the c a n c e l l a t i o n 
and f o r f e i t u r e of t h i s lease f o r any other cause .of f o r f e i t u r e or f o r 
the same cause occurring a t any other time. 

5. That t h i s lease s h a l l not operate t o i n t e r f e r e , o b s t r u c t 
or hinder i n any way the operation of The Atchison, Topeka and Santa Fe . 
Railway Company, or by any company a m a j o r i t y of whose c a p i t a l stock 
now i s or hereafter s h a l l be owned .by i t , or any r a i l r o a d now i n e x i s ­
tence which may be acquired by any such company, and a l l r i g h t s , p r i v i ­
leges and easements granted by t h i s lease are subject t o the safe and 
economical operation of any such r a i l r o a d or r a i l r o a d s as determined 
by the o f f i c e r or o f f i c e r s of any such company or companies, except 
t h a t no new i n s t a l l a t i o n s s h a l l be made or permitted by Lessor i n such 
manner as to i n t e r f e r e w i t h then e x i s t i n g o i l or gas w e l l s of Lessee. 

6. That i n case the p a r t i e s hereto s h a l l f a i l to agree w i t h 
respect to any matters a r i s i n g under t h i s lease, then the matter s h a l l 
be determined by the decision of three d i s i n t e r e s t e d a r b i t r a t o r s , one 
t o be appointed by the Lessor, one by the Lessee, and the t h i r d by the 
two a r b i t r a t o r s so appointed; and t h a t the decision of such a r b i t r a ­
t o r s , or of any two of them, s h a l l be conclusive and binding upon the 
p a r t i e s hereto, the expense of a r b i t r a t i o n t o be borne as the a r b i t r a ­
t o r s s h a l l d i r e c t . 

7. I n a l l instances, except as t o payment of r o y a l t i e s , i n 
which Lessee i s expressly required t o perform any p a r t i c u l a r act or t o 
begin or carry on any operation, any delay on account of f l o o d s , wash­
outs, s t r i k e s , lockouts, the elements, Acts of God, i n a b i l i t y t o o b t a i n 
access t o leased premises, or other causes beyond Lessee's c o n t r o l s h a l l 
not be computed as any p a r t of the time w i t h i n which any such act s h a l l 
be begun or performed; excepting t h a t "the o b l i g a t i o n s of Lessee under 
t h i s lease s h a l l not be suspended wh i l e Lessee i s prevented from comply­
ing t h erewith as a consequence of Lessee's f a i l u r e t o comply, e i t h e r 
on the leased premises or elsewhere, w i t h any r u l e or r e g u l a t i o n o£ any 
Federal, s t a t e , county, municipal or other governmental agency. 

8. Any notice to be given by Lessor t o Lessee hereunder s h a l l 
be deemed to be properly served i f the same be deposited i n a United 
States Post O f f i c e , r e g i s t e r e d m a i l postpaid, addressed t o TransOcean 
O i l , Inc., 1700 F i r s t C i t y East B u i l d i n g , Houston, Texas 77001, and any 
notice to be given'by Lessee t o Lessor hereunder s h a l l be deemed t o be 
properly served i f the same be deposited i n a United States Post O f f i c e , 
r e g i s t e r e d mail postpaid, addressed t o Santa Fe P a c i f i c Railway Company, 
a t t e n t i o n Secretary, Room 220, a t 320 Jackson S t r e e t , Topeka, Kansas. 
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9. That a l l of the covenants and agreements of t h i s lease 
s h a l l extend t o and be binding upon and every b e n e f i t hereof s h a l l 
inure t o the h e i r s , executors, a d m i n i s t r a t o r s , successors or assigns 
of the respective p a r t i e s hereto. 

IN WITNESS WHEREOF, Lessor and Lessee have executed t h i s 
indenture of lease as of the day and year f i r s t above w r i t t e n . 

ATTEST: SANTA FE PACIFIC RAILROAD COMPANY 

Assistant Secretary 
By: 

President 

LESSOR 

ATTEST: TRANSOCEAN OIL, INC. 

Secretary Vice-President 

STATE OF 

COUNTY OF 

X 
X 
X 

LESSEE 

ss. 

The foregoing instrument was acknowledged before me t h i s 
_ _ , 1975, by ~ day of 

President of SANTA FE PACIFIC RAILROAD COMPANY, a 
corp o r a t i o n , on behalf of said corporation. 

Witness my hand and o f f i c i a l seal. 

Notary Public 

My Commission Expires: 

STATE OF TEXAS 

COUNTY OF HARRIS 

X 
X 
X 

ss, 

The foregoing instrument was acknowledged before me t h i s 
, 1975, by ,Vice-~ day of 

President of TRANSOCEAN OIL, INC. , a Delaware c o r p o r a t i o n , on behalf of 
said c o rporation. 

Witness my hand and o f f i c i a l seal. 

My Commission Expires: Notary F U O I I C 
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OPERATING AGREEMENT 

THIS AGREEMENT.^t'ered^mTd'TKIs: ',' ".' Bay of , 19 , between 

TRANSnr .FANJHl^TNC. _ , 

hereafter designated as "Operator", and thejsignatory parties other than Operator. 

WITNESSETH^THAT: ^ . ~" 

WHEREAS, the parties to this agreement are owners of oil and gas leases covering and, i f so indicated, 

unleased mineral interests in the tracts of land described in Exhibit "A" , and all parties have reached an 

agreement to explore and develop these leases and interests for oil and gas to the extent and as hereinafter 

provided; 

NOW, THEREFORE, i t is agreed as follows: 

1. DEFINITIONS 

As used in this agreement, the following words and terms shall have the meanings here ascribed to 

them. 

(1) The words "party" and "parties" shall always mean a party, or parties, to this agreement. 

(2) The parties to this agreement shall always be referred to as " i t " or "they", whether the parties be cor­

porate bodies, partnerships, associations, or persons real. 

(3) The term "oi l and gas" shall include oil, gas, casinghead gas, gas condensate, and all other liquid or gase­

ous hydrocarbons, unless an intent to l imi t the inclusiveness of this term is specifically stated. 

(4) The term "o i l and gas interests" shall mean unleased fee and mineral interests in tracts of land lying 

within the Unit Area which are owned by parties to this agreement. 

(5) The term "Unit Area" shall refer to and include all of the lands, oil and gas leasehold interests and oil 

and gas interests intended to be developed and operated for oil and gas purposes under this agreement. 

Such lands, oil and gas leasehold interests and oil and gas interests are described in Exhibit "A" . 

(6) The term "dr i l l ing uni t" shall mean the area fixed for the drilling of one well by order or rule of any 

state or federal body having authority. I f a drilling unit is not f ixed by any such rule or order, a drilling 

unit shall be the dri l l ing unit as established by the pattern of dri l l ing i n the Unit Area or as fixed by ex­

press agreement of the parties. 

(7) A l l exhibits attached to this agreement are made a part of the contract as fu l l y as though copied in f u l l 

in the contract. 

(8) The words "equipment" and "materials" as used here are synonymous and shall mean and include all 

oil field supplies and personal property acquired for use in the Unit Area. 

2. TITLE EXAMINATION, LOSS OF LEASES AND OIL AND GAS INTERESTS 

A. Title Examination: 

• Each party other than Operator shall promptly submit to Operator all abstracts 

and t i t l e papers in.its possession covering the oil and gas interests which are 

subject to this contract. Operator shall obtain such additional or supplemental 

abstracts as shall in Operator's opinion be considered necessary or advisable for 

t i t l e examination hereunder by Operator's attorney for the benefit of all parties. 

All of these abstracts and t i t l e records and all such t i t l e data in Operator's 

possession shall be examined for the benefit of all parties by Operator's attorneys. 

Any t i t l e examinations made by attorneys employed by Operator shall be made 

without charge to the joint account. I f in Operator's opinion i t is necesssary or 

advisable that a qualified attorney practicing and licensed in the State of New 

Mexico should prepare, t i t l e reports, Operator may employ such attorney and the cost 

Jch t i t l e examination and the costs of necessary t i t l e curative action shall be 

ch, ] e to the joint account of the parties hereto. I t is , however, recognized 
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that .the expense of any such outside t i t l e examination or curative action made or 

taken J)y_Oper.ator-i^or-to the date hereof in connection with the i n i t i a l test well 

referred.to in Paragraph 7 shall be at Operator's sole cost. 

B. Failure of Title:-ci-: -•-

Any defects of t i t l e that may develop as to any oil and gas interests committed 

hereto (whether or not t i t l e thereto has been examined or approved) shall be the 

joint responsibility of all parties and, i f a t i t l e loss occurs, i t shall be the loss 

of all parties, with each bearing its proportionate part of the loss and of any 

liabilities incurred in the loss. I f such a loss occurs, there shall be no change 

in, or adjustment of, the interests of the parties in the remaining portion of the 

Unit Area. 

C. Loss of Leases For Other Than Title Failure: 

I f any lease or interest subject to this agreement be lost through failure to devel 

or because express or implied covenants have not been performed, or i f any lease be 

permitted to expire at the end of its primary term and not be renewed or extended, the 

loss shall not be considered a failure of t i t l e and all such losses shall be joint 

losses and shall be borne by all parties in proportion to their interests and there 

shall be no readjustment of interests in the remaining portion of the Unit Area. 

3. UNLEASED OIL AND GAS INTERESTS 

I t is recognized that all interests in oil and gas committed hereto are unleased 

fee interests in the o i l , gas and associated hydrocarbons under the Unit Area committed 

hereto by Santa Fe Pacific. Railroad Company. Such oil and gas interests are owned by 

the parties hereto in the proportions set out in Exhibit "A"'and no royalty or over­

riding royalties are applicable or payable to any party. The provisions of this 

agreement which relate to oil and gas leases, royalties, overriding royalties, delay 

rentals, shut-in payments, etc., shall be of no application, force or effect unless 

and until the parties hereto commit an oil and gas lease hereto, or amend this 

Agreement to include an additional party so committing an oil and gas lease. 

4. INTERESTS OF PARTIES 

Exhibit "A" lists all of the parties, and their respective percentage or fractional interests under this 

agreement. Unless changed by other provisions, all costs and liabilities incurred in operations under this con­

tract shall be borne and paid, and all equipment and material acquired in operations on the Unit Area shall be 

nwned, by the parties as their interests are given in Exhibit "A". All production of oil and gas from the Unit 

-en. subject to the payment of lessor's royalties, shall also be owned by the parties in the same manner. 

— 2 — 

"Individual Loss" 
Revised 1967 



I f the interest of any party in any oil and gas lease covered by this agreement is subject to an overriding 

royalty, production-payment, or other charge over and above the usual one-eigthh (V 8 ) royalty, such party -shall 

assume and alone bear all such excess obligations and shall account for them to the owners thereof out of its 

"share of the working-interest production of the Unit Area. 

i r f ~ 1$ r ! ~~" 5. OPERATOR OF UNIT 

TransOCPan O i l r I n c . shall be the Operator of 

the Uni t Area, and shall conduct and direct and have fu l l control of all operations on the Unit Area as per­

mitted and required by, and within the limits of, this agreement. I t shall conduct all such operations in a good 

and workmanlike manner, but i t shall have no liability as Operator to the other parties for losses sustained, 

or liabilities incurred, except such as may result from gross negligence or f rom breach of the provisions of 

this agreement. 
6. EMPLOYEES 

The number of employees and their selection, and the hours of labor and the compensation for services 

performed, shall be determined by Operator. A l l employees shall be the employees of Operator. 

7. TEST WELL 
Prior to the date hereof, Operator has drilled and completed its_ 

well which is commercially productive of oil and/or gas and 

located on the following lands: 

Operator presently owns all production from such well under and Oil and Gas Lease 

dated .» 19 , from Santa Fe Pacific Railroad Company. I t is 

recognized that until Operator shall have recovered its cost of d r i l l i n g , completing, 

equipping, and operating such well as provided in said Oil and Gas Lease, such well and 

the lands and formations covered by such lease shall not be committed hereto. Upon 

Operator's recovery of costs as provided in said Oil and Gas Lease, such lease shall 

terminate in-accordance with its own provisions and the lands and formations covered 

thereby and the said well and all equipment therein or appurtenant thereto shall 

thereupon become subject to this Operating Agreement and owned by parties hereto in the 

proportions set out in Exhibit "A". r.v„^^^ 
r r 8. COSTS AND EXPENSES 

Except as herein otherwise specifically provided, Operator shall promptly pay and discharge all casts 

and expenses incurred in the development and operation of the Unit Area pursuant to this agreement and shall 

charge each of the parties hereto with their respective proportionate shares upon the cost and expense basis 

provided in the Accounting Procedure attached hereto and marked Exhibit "C". I f any provision of Ex­

hibit " C " should be inconsistent wi th any provision contained in the body of this agreement, the provisions in 

the body of this agreement shall prevaiL* 

Operator, at its election, shall have the right from time to time to demand and receive f rom the other 

parties payment in advance of their respective shares of the estimated amount of the costs to be incurred in 

operations hereunder during the next succeeding month, which right may be exercised only by submission to, 

each such party of an itemized statement of such estimated costs, together with an invoice for its share there­

of. Each such statement and invoice for the payment in advance of estimated costs shall be submitted on or 

before the 20th day of the next preceding month. Each party shall pay to Operator its proportionate share of 

such estimate within fifteen (15) days after such estimate and invoice is received. I f any party fails to pay its 

share of said estimate within said time, the amount due shall bear interest at the rate of e i g h t p e r c e n t ( 8 » ) 

annum unt i l paid. Proper adjustment shall be made monthly between advances and actual cost, to the end 

that each party shall bear and pay its proportionate share of actual costs incurred, and no more. 

Revised 1967 
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9. OPERATOR'S LIEN 

Operator is given a f irst~arid preferredTlen" oh"the~interesT~oT eacrTparty covered-by -this-contract,--and-

in each parly's interest i n oil and gas produced and the proceeds thereof, and upon each party's interest in ma­

terial and equipment, to secure the payment of all sums due from each such'party to Operator. 

I n the event any party fails lo.pay any amount owing by ittb\Operator as its share of such costs and 

expense or such advance estimate within the time limited for payment thereof, Operator, without prejudice to 

other existing remedies, is authorized, at its election, to collect from the purchaser or purchasers of oil or gas, 

the proceeds accruing to the working interest or interests in the Unit Area of the delinquent party up to the 

amount owing by such party, and each purchaser of oil or gas is authorized to rely upon Operator's statement 

as to the amount owing by such party. 

10. TERM OF AGREEMENT 

This agreement shall remain in fu l l force and effect for so long as any 

oil -or gas is produced hereunder or is producible hereunder from any well shut 

in for lack of market, overproduction, or temporarily shut in for reworking, 

recompletion or other such remedial operations;"provided, however, that this 

agreement shall not terminate upon such cessation of production i f one or more 

of the parties are then engaged in drilling a well or wells pursuant to Section 12 

hereof, or all parties have agreed to d r i l l an additional well or wells under this 

agreement, in which event this agreement shall continue in force until such well 

or .wells shall have been drilled and completed. I f production results therefrom 

this agreement shall continue in force thereafter, but i f .production in paying 

quantities does not result therefrom this agreement shall terminate at the end of 

ninety(90) days after abandonment of such well or wells. I t is agreed, however, 

that the termination of this agreement shall not relieve any party hereto from any 

l i a b i l i t y which has accrued or attached prior to the date of such termination. 

11. LIMITATION ON EXPENDITURES 

Without the consent of all parties: (a) No well shall be drilled on the Unit Area except any well ex­

pressly provided for in this agreement and except any well drilled pursuant to the provisions of Section 12 

of this agreement, i t being understood that the consent to the dril l ing of a well shall include consent to all 

necessary expenditures i n the drilling, testing, completing, and equipping of the well, including necessary 

tankage; (b) No well shall be reworked, plugged back or deepened except a well reworked, plugged back or 

deepened pursuant to the provisions of Section 12 of this agreement, i t being understood that the consent to 

the reworking, plugging back or deepening of a well shall include consent to all necessary expenditures in 

conducting such operations and completing and equipping of said well to produce, including necessary tank­

age; (c) Operator shall not undertake any single project reasonably estimated to require an expenditure in 

excess o f Ten Thousand and No/100 n n 1 1 a r s ($ 10,000.00 ^ 

except in connection with a well the drilling, reworking, deepening, or plugging back of which has been pre­

viously authorized by or pursuant to this agreement; provided, however, that in case of explosion, f i re , flood, 

or other sudden emergency, whether of the same or different nature, Operator may take such steps and incur 

such expenses as in its opinion are required to deal wi th the emergency and to safeguard l i fe and property, 

but Operator shall as promptly as possible, report the emergency to the other parties. Operator shall, upon 

request, furnish copies of its "Authority for Expenditures" for any single project costing in ex­

cess of s i n . n n n nn 
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— 12'r-OPEKATlONS BY LESS THAN ALL TARTIES • — - ^ '_ 
• I f a l l the p a r t i e s cannot mutually agree upon the d r i l l i n g of any w e l l on the 

Dnit Area or upon^the ̂ completion, reworking, deepening or plugging back of any w e l l 

d r i l l e d a t tie^joint^expen'se"of ^ a l l " p a r t i e s , any p a r t y or p a r t i e s wishing to conduct 

any such operation may give the other p a r t i e s w r i t t e n notice of the proposed operatio: 

specifying-the work to be performed, the l o c a t i o n , proposed depth, objective formatioj 

and the estimated cost of the operation. The p a r t i e s receiving such a notice s h a l l 

have t h i r t y (30) days (except as to an operation where a d r i l l i n g r i g i s on location, 

i n which event telegraph or telephone notice confirmed i n w r i t i n g w i l l be given and 

the p e r i o d s h a l l be l i m i t e d to f o r t y - e i g h t (48) hours*) a f t e r receipt of the notice 

w i t h i n which to n o t i f y the p a r t i e s wishing t o do the work whether they e l e c t to 

p a r t i c i p a t e i n the cost of the proposed operation. F a i l u r e of a party receiving such 

a notice t o so re p l y t o i t w i t h i n the period above f i x e d s h a l l constitute an election 

by t h a t p a r t y not t o p a r t i c i p a t e i n the cost of the proposed operation. 

I f any party receiving such a notice elects not to participate in the proposed operation (such party or 

parties being hereafter referred to as '•Non-Consenting Party"), then in order to be entitled to the benefits 

of this section, the party or parties giving the notice and such other parties as shall elect to participate in the 

operation (all such parties being hereafter referred to as the "Consenting Parties") shall, within thirty (30) 

days after the expiration of the notice period of thirty (30) days (or as promptly as possible after the expir­

ation of the 48-hour period where the drilling rig is on location, as the case may be) actually commence work 

on the proposed operation and complete it with due diligence. 

The-entire cost and risk of conducting such operations shall be borne by the Consenting Parties in the 

proportions that their respective interests as shown in Exhibit "A" bear to the total interests of all Consenting 

Parties. Consenting Parties shall keep the leasehold estates involved in such operations free and clear of all 

liens and encumbrances of every kind created by or arising from the operations of the Consenting Parties. If 

such an operation results in a dry hole, the Consenting Parties shall plug and abandon the well at their sole 

cost, risk and expense. If any well drilled, reworked, deepened or plugged back under the provisions of this 

section results in a producer of oil and'or gas in paying quantities, the Consenting Parties shall complete and 

equip the well to produce at their sole cost and risk, and the well shall then be turned over to Operator and 

shall be operated by it at the expense and for the account of the Consenting Parties. Upon commencement of 

operations for the drilling, reworking, deepening or plugging back of any such well by Consenting Parties, 

in accordance with the provisions of this section, each Non-Consenting Party shall be deemed to have relin­

quished to Consenting Parties, and the Consenting Parties shall own and be entitled to receive, in proportion 

to their respective interests, all of such Non-Consenting Party's interest in the welL its leasehold' operating 

rights, and share of production therefrom until the proceeds or market value thereof (after deducting pro­

duction taxes, royalty, overriding royalty and other interests payable out of or measured by the production 

from such well accruing with respect to such interest until it reverts) shall equal the total of the following: 

(A) 300% of each such Non-Consenting Party's share of the cost of any newly acquired surface equipment 

beyond the wellhead connections (including, but not limited to, stock tanks, separators, treaters, 

pumping equipment and piping), plus 100% of each such Non-Consenting Party's share of the cost of 

operation of the -well commencing with first production and continuing until each such Non-Consenting 

Party's relinquished interest shall revert to it under other provisions of this section, it being agreed that 

each Non-Consenting Party's share of such costs and equipment will be that interest which -would have 

been chargeable to each Non-Consenting Party had it participated in the well from the beginning of 

the operation; and 

( B ) 300% of that portion of the costs and expenses of drilling, reworking, deepening or plugging back, 

testing and completing, after deducting any cash contributions received under Section 25, and 300% 

of that portion of the cost of newly acquired equipment in the well (to and including the wellhead 

connections), which would have been chargeable to such Non-Consenting Party if it had participate-

therein. 
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In the case of. any .reworking,, plugging back or deeper drilling operation, the Consenting Parties shall 

be permitted to use, free of cost, all casing, tubing and other equipment in the well, but the ownership of all 

such equipment shall remain 'unChanged; and'upon abandonment of .a well after such reworking, plugging 

back or deeper drilling, the Consenting Parties shall account for. rail such equipment to the owjiers-thereof,. 

with each party receiving its proportionate part in kind or i n . value.— 

Within sixty ; (60) days after the completion of any operation under this section, the party conducting 

the operations for the Consenting Parties shall furnish each Non-Consenting Party with an inventory of 

the equipment in and connected to the well, and an itemized statement of the cost' of drilling, deepening, 

plugging back, testing, completing, and equipping the well for production; or, at its option, the operating 

party, in lieu of an itemized statement of such costs of operation, may submit a detailed statement of monthly 

billings. Each month thereafter, during the time the Consenting Parties are being reimbursed as provided 

above, the Consenting Parties shall furnish the Non-Consenting Parties with an itemized statement of all 

costs and liabilities incurred in the operation of the well, together with a statement of the quantity, of oil. 

and gas produced from it and the amount of proceeds realized from the sale of the well's working interest 

production during the preceding month. Any amount realized from the sale or other disposition of equip­

ment newly acquired in connection with any such operation which would have been owned by a Non-Con­

senting Party had it participated therein shall be credited against the total unretumed costs of the work done 

and o f the equipment p u r c h a s e d which would have been c h a r g e a b l e to s u c h Non-Consent i i 

P a r t y had i t p a r t i c i p a t e d t h e r e i n , i n d e t e r m i n i n g when t h e i n t e r e s t o f s u c h Non-

Consent ing P a r t y s h a l l r e v e r t to i t as above p r o v i d e d ; i f t h e r e i s a c r e d i t b a l a n c e 

i t s h a l l be p a i d to "such Non-Consent ing P a r t y . 

I f and when the Consenting Pax ties recover from a Non-Consenting Party's relinquished interest tne 

amounts provided for above, the relinquished interests - pf such Non-Consenting Party shall automatically 

revert to it and from and after such reversion such Non-Consenting Party shall own the same interest in such 

welL the operating rights and working interest therein, the material and equipment in or pertaining thereto, 

and the production therefrom as such Non-Consenting Party would have owned had it participated in the 

drillirig, reworking, deepening or plugging back of said welL Thereafter, such Non-Consenting Party shall be 

charged with and shall pay its proportionate part of the further costs of the operation of said well in accord­

ance with the terms of this agreement and the accounting procedure schedule, Exhibit " C " , attached hereto. 

Notwithstanding the provisions of Section 12, it is agreed that without the mutual consent of all 

parties, no wells shall be completed in or produced from a source of supply from which a well located else­

where on the Unit Area is producing, unless such well conforms to the then-existing well spacing pattern 

for such source of supply. 

The provisions of th'S section shall have no application whatsoever to the drilling of the initial test 

well on the Unit Area, but shall apply to the reworking, deepening, or plugging back of the initial test well 

after it has been drilled to the depth specified in Section 7, if it is, or thereafter shall prove to be, a dry 

hole or non-commercial well, and to all other wells drilled, reworked, deepened, or plugged back, or pro­

posed to be drilled, reworked, deepened, or plugged back, upon the "Unit Area subsequent to the drilling of 

the initial test welL 

13. K I G H T TO T A K E PRODUCTION IN K I N D 

Each party shall take in kind or separately dispose of its proportionate share of all oil and gas pro­

duced from the Unit Area, exclusive of production which may be used I n development and producing oper­

ations and in preparing and treating oil for marketing purposes and production unavoidably lost Esch party 

shall pay or deliver, or cause to be paid or delivered, all royalties, overriding royalties, or other payments 

due on its share of t-such production, and shall hold the other parties free from any liability therefor. Any 

extra expenditure incurred in the taking in kind or separate disposition by any party of its proportionate 

share of the production shall be borne by such party. 

Each party shall execute all division orders and contracts of sale pertaining to its interest in produc­

tion from the Unit Area, and shall be entitled to receive payment direct from the purchaser or purchaser.' 

thereof for its share of all production. 
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' ' In'the event any party shall f a i l to make the arranger.»_nts necessary to take in 

kind or separately dispose of i t s proportionate share of the o i l and gas produced from 

the Unit Area, Operator shall have the right to enter into a contract for the sale of 

al l or part of such production at the price which Operator receives~fo*r i t s own-'port ion 

~*^ofThe production,! buTlinyJsuch contract shall be1, bnly f o r such reasonable period of . ' • 

time as i s consistent" with the minimum needs af lthei'ihdustrysunder''the-ci'rcums.tances, *.<? 

and in no event shall the term thereof exceed one (1) year; provided, however, that 

any Non-Operator may revoke at w i l l , at any time, Operator's r ight to dispose of i t s 

proportionate share of production. Notwithstanding the foregoing, Operator shall not 

make a sale into interstate commerce of any other party's share of gas production 

without f i r s t giving such other party six_ty(60) days notice of such intended sale. 
" " "' . : ' 14. ACCESS iO UNIi AREA . 

Each party shall have access to the Unit Area at all reasonable times, at its sole risk, to inspect or 

observe operations, and shall have access at reasonable times to information pertaining to the development 

or operation thereof, including Operator's books and records relating thereto. Operator shall, upon request, 

furnish each of the other parties with copies of all drilling reports, well logs, tank tables, daily gauge and 

run tickets and reports of stock on hand at the first of each month, and shall make available samples of any 

cores or cuttings taken f rom any well drilled on the Unit Area. 

15. DRILLING CONTRACTS 

A l ] wells drilled on the Unit Area shall be drilled on a competitive contract basis at the usual rates 

prevailing in the area. Operator, i f i t so desires, may employ its own tools and equipment in the drilling 

of wells, but its charges therefor shall not exceed the prevailing rales in the field, and the rate of such 

charges shall be agreed upon by the parties in writing before dri l l ing operations are commenced, and such 

work shall be performed by Operator under the same terms and conditions as shall be customary and usual 

in the f ie ld in contracts of independent contractors who are doing work of a similar nature. 

16. ABANDONMENT OF WELLS 

No well , other than any well which has been drilled or reworked pursuant to Section 12 hereof for 

which the Consenting Parties have not been ful ly reimbursed as therein provided, which has been com­

pleted as a producer shall be plugged and abandoned without the consent of all parties; provided, however, 

i f all parties do not agree to the abandonment of any well, those wishing to continue its operation shall tender 

to each of the other parties its proportionate share of the value of the well's salvable material and equip­

ment, determined in accordance wi th the provisions of Exhibit "C", less the estimated cost of salvaging and 

the estimated cost of plugging and abandoning. Each abandoning party shall then assign to the non-

abandoning parties, without warranty, express or implied, as to title or as to quantity, quality, or fitness for use 

of the equipment and material, all of its interest in the well and its equipment, together wi th its interest in 

the leasehold estate as to, but only as to, the interval or intervals of the formation or formations then open 

to production. The assignments so limited shall encompass the "dri l l ing unit" upon which the well is located. 

The payments by, and the assignments to, the assignees shall be in a ratio based upon the relationship of 

their respective percentages of participation in the Unit Area to the aggregate of the percentages of partici­

pation in the Unit Area of a l l assignees. There shall be no readjustment of interest in the remaining portion 

of the Unit Area. 

Af t e r the assignment, the assignors shall have no further responsibility, l iabil i ty, or interest in the 

operation of or production f r o m the well in the interval or intervals then' open. Upon request of the assignees, 

Operator shall continue to operate the assigned well for the account of the non-abandoning parties at the 

rates and charges contemplated by this agreement, plus any additional cost and charges which may arise as 

the result of the separate ownership of the assigned well. 
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17rDELAY-ilENTAtS-7VND SHUT-IN WELL PAYMENTS ~ 

Each party shalLpax.alL_delay_ rentals and .shut-in well payments which may be required under the 

terms of its lease or.Jeases^and submit evidence of each payment to the other parties at least ten (10) days 

prior to the paymentldate;f JThe "paying partyrshall be reimbursed by Operator for 100% _of any such delay 

rental payment and 100% of any such shut-in well payment. The amount of such reimbursement shall be 

charged by Operator to the joint account of the parties and treated in all respects the same as costs incurred 

in the development and operation of the Unit Area. Each party responsible for such payments shall diligently 

attempt to make proper payment, but shall not be held liable to the other parties in damages for the loss of 

any lease or interest therein i f , through mistake or oversight, any rental or shut-in well payment is not paid 

or is erroneously paid. The loss of any lease or interest therein which results from a failure to pay or an er­

roneous payment of rental or shut-in well payment shall be a joint loss and there shall be no readjustment of 

interests in the remaining portion of the Unit Area. I f any party secures a new lease covering the terminated 

interest, such acquisiton shall be subject to the provisions of Section 23 of this agreement. 

Operator shall promptly notify each other party hereto of the date on which any gas well located on 

the Unit Area is shut in and the reason therefor. 

18. PREFERENTIAL RIGHT TO PURCHASE 

Should any party desire to sell all or any part of its interests under this contract, or its rights and i n ­

terests in the Unit Area, it shall promptly give written notice to the other parties, with f u l l information con­

cerning its proposed sale, which shall include the name and address of the prospective purchaser (who must 

be ready, will ing and able to purchase), the purchase price, and all other terms of the offer. The other parties 

shall then have an optional prior right, for a period of ten (10) days after receipt of the notice, to purchase 

on the same terms and conditions the interest which the other party proposes to sell; and, i f this optional right 

is exercised, the purchasing parties shall share the purchased interest in the proportions that the interest of 

each bears to the total interest of all purchasing parties. However, there shall be no preferential right to pur­

chase in those cases where any party wishes to mortgage its interests, or to dispose of its interests by merger, 

reorganization, consolidation, or sale of all of its assets, or a sale or transfer of its interests to a subsidiary or 

parent company, or subsidiary of a parent company, or to any company in which any one party owns a ma­

jority of the stock. 

19. SELECTION OF NEW OPERATOR 

Should a sale be made by Operator of its rights and interests, the other parties shall have the right 

within sixty (60) days after the date of such sale, by majority vote in interest, to select a new Operator. I f 

a new Operator is not so selected, the transferee of the present Operator shall assume the duties of and act as 

Operator. In either case, the retiring Operator shall continue to serve as Operator, and discharge its duties 

in that capacity under this agreement, until its successor Operator is selected and begins to function, but the 

present Operator shall not be obligated to continue the performance of its duties for more than 120 days after 

the sale of its rights and interests has been completed. 

— 8 — 

"Joint Loss" 
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20.-MAINTENANCE OF UNIT OWNERSHIP 

_ For the purpose of maintaining uniformity of ownership in the oil and gas leasehold interests covered by 

this contract, and notwithstanding] any_ other provisions to the contrary, no party shall sell, encumber, transfer 

or make other_disposhi£nofi ts interest^in theJeases embraced, within the Unit Area and in wells, equipment 

and production unless such disposition covers either: 

(1) the entire interest of the party in all leases and equipment and production; or 

(2) an equal undivided interest in all leases and equipment and production in the Unit Area. 

Every such sale, encumbrance, transfer or other disposition made by any party shall be made expressly 

subject to this agreement, and shall be made without prejudice to the rights of the other parties. 

I f at any time the interest of any party is divided among and owned by four or more co-owners, Opera­

tor may, at its discretion, require such co-owners to appoint a single trustee or agent with f u l l authority to re­

ceive notices, approve expenditures, receive billings for and approve and pay such party's share of the joint 

expenses, and to deal generally with, and with power to bind, the co-owners of such party's interests within 

the scope of the operations embraced in' this contract; however, all such co-owners shall enter into and execute 

all contracts or agreements for the disposition of their respective shares of the oil and gas produced from the 

Unit Area and they shall have the right to receive, separately, payment of the sale proceeds thereof. 

21. RESIGNATION OF OPERATOR 

Operator may resign from -its duties and obligations as Operator at any time upon written notice of not 

less than ninety (90) days given to all other parties. In this case, all parties to this contract shall select by 

majority vote in interest, not in numbers, a new Operator who shall assume the responsibilities and duties, and 

have the rights, prescribed for Operator by this agreement. The retiring Operator shall deliver to its successor 

all records and information necessary to the discharge by the new Operator of its duties and obligations. 

22. LIABILITY OF PARTIES 

The liability of the parties shall be several, not joint or collective. Each party shall be responsible 

ohly for its obligations, and shall be liable only for its proportionate share of the costs of developing and 

operating the Unit Area. Accordingly, the lien granted by each party to Operator in Section 9 is given to se­

cure only the debts of each severally. I t is not the intention of the parties to create, nor shall this agreement 

be construed as creating, a mining or other partnership or association, or to render them liable as partners. 

23. RENEWAL OR EXTENSION OF LEASES 

I f any party secures a renewal of any oil and gas lease subject to this contract, each and all of the other 

parties shall be notified promptly, and shall have the right to participate in the ownership of the renewal lease 

by paying to the party who acquired i t their several proper proportionate shares of the acquisition cost/which 

shall be in proportion to the interests held at that time by the parties in the Unit Area. 

I f some, but less than all, of the parties elect to participate in the purchase of a renewal lease, it shall 

be owned by the parties who elect to participate therein, in a ratio based upon the relationship of their respec­

tive percentage of participation in the unit area to the aggregate of the percentages of participation in the unit 

area of all parties participating in the purchase of such renewal lease. Any renewal lease in which less than 

all the parties elect to participate shall not be subject to this agreement. 

Each party who participates in the purchase of a renewal lease shall be given an assignment of its pro­

portionate interest therein by the acquiring party. 

The provisions of this section shall apply to renewal leases whether they are for the entire interest 

covered by the expiring lease or cover only a portion of its area or an interest therein. Any renewal lease 

taken before the expiration of its predecessor lease, or taken or contracted for within six (6) months after 

the expiration of the existing lease shall be subject to this provision; but any lease taken or contracted for 

more than six (6) months after the expiration of an existing lease shall not be deemed a renewal lease and 

shall not be subject to the provisions of this section. 

The provisions in this section shall apply also and in like manner to extensions of oil and gas leases. 
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—2-4—SURRENDER OF LEASES — — 

The leases coy^red^b^this agreement^in so far as they embrace acreage in the Unit Area, shall not be 

surrendered in whole! or Jin part .unless all parties consent. 

However, should^ny~party desire to surrender its interest in any lease or in any portion "thereof, and 

other parties not agree or consent, the party desiring to surrender shall assign, without express or implied 

warranty of title, all of its interest in such lease, or portion thereof, and any well, material and equipment 

which may be located thereon and any rights in production thereafter secured, to the parties not desiring to 

surrender i t . Upon such assignment, the assigning party shall be relieved from all obligations thereafter ac­

cruing, but not theretofore accrued, with respect to the acreage assigned and the operation of any well there­

on, and the assigning party shall have no further interest in the lease assigned and its equipment and production. 

The parties assignee shall pay to the party assignor the reasonable salvage value of the latter's interest in any 

wells and equipment on the assigned acreage, determined in accordance with the provisions of Exhibit "C", 

less the estimated cost of salvaging and the estimated cost of plugging and abandoning. I f the assignment is in 

favor of more than one party, the assigned interest shall be shared by the parties assignee in the proportions 

that the interest of each bears to the interest of all parties assignee. 

Any assignment or surrender made under this provision shall not reduce or change the assignors' or sur­

rendering parties' interest, as i t was immediately before the assignment, in the balance of the Unit Area; and 

the acreage assigned or surrendered, and subsequent operations thereon, shall not thereafter be subject to the 

terms and provisions of this agreement. 

25. ACREAGE OR CASH CONTRIBUTIONS 

I f any party receives while this agreement is in force a contribution of cash toward the drilling of a 

well or any other operation on the Unit Area, such contribution shall be paid to the party who conducted the 

drilling or other operation and shall be applied by i t against the cost of such dril l ing or other operation. I f 

the contribution be in the form of acreage, the party to whom the contribution is made shall promptly execute 

an assignment of the acreage, without warranty of title, to all parties to this agreement in proportion to their 

interests in the Unit Area at that time, and such acreage shall become a part of the Unit Area and be governed 

by all the provisions of this contract Each party shall promptly notify all other parties of all acreage or 

money contributions i t may obtain in support of any well or any other operation on the Unit Area. 

26. PROVISION CONCERNING TAXATION 

Each of the parties hereto elects, under the authority of Section 761(a) of the Internal Revenue Code of 

1954, to be excluded from the application of all of the provisions of Subchapter K of Chapter 1 of Subtitle A of 

the Internal Revenue Code of 1954. I f the income tax laws of the state or states in which the property covered 

hereby is located contain, or may hereafter contain, provisions similar to those contained in the Subchapter of 

the Internal Revenue Code of 1954 above referred to under which a similar election Is permitted, each of the 

parties agrees that such election shall be exercised. Each party authorizes and directs the Operator to execute 

such an election or elections on its behalf and to f i le the election wi th the proper governmental office or 

agency. I f requested by the Operator so to do, each party agrees to execute and join in such an election. 

Operator shall render for ad valorem taxation all property subject to this agreement which by law 

should be rendered for such taxes, and it shall pay all such taxes assessed thereon before they become delin­

quent. Operator shall b i l l all other parties for their proportionate share of all tax payments in the manner 

provided in Exhibit "C". 

I f any tax assessment is considered unreasonable by Operator, i t may at its discretion protest such valua­

tion within the time and manner prescribed by law, and prosecute the protest to a f inal determination, unless 

all parties agree to abandon the protest prior to f inal determination. When any such protested valuation shall 

have been finally determined, Operator shall pay the assessment for the joint account, together wi th interest and 

penalty accrued, and the total cost shall then be assessed against the parties, and be paid by them, as provided 

in Exhibit "C". 

— 10 — 



27. INSURANCE 

At all times while operations are conducted hereunder, Operator shall comply with the Workmen's 

Compensation Law of the State where the operations are being conducted. Operator shall also carry or pro- 1 -

.vide insurance for the benefit of the joint account of the parties as may be outlined in Exhibit "D" attached 

to and. made a part hejeof. ^Operator shall require all contractors engaged in work on or for the Unit Area 
~1T > r " i s . • ~ 

-to comply with the Workmerf's Compensation Law of the State where the operations are being conducted and 

to maintain such other insurance as Operator may require. 

In the event Automobile Public Liability Insurance is specified in said Exhibit "D", or subsequently re­

ceives the approval of the parties, no direct charge shall be made by Operator for premiums paid for such in­

surance for operator's fully owned automotive equipment. 

28. CLAIMS AND LAWSUITS 

All claims for damages to property, personal injury or death and all litigation 

that arises out of or is incurred as a result of operations hereunder shall be the joint 

l i a b i l i t y of.the parties hereto owning an interest in the Unit Area in connection with 

which such property damage, personal injury or death occurred, and shall be borne in 

proportion to each such party's percentage interest in such Unit Area; but the 

administrative responsibility for handling such claims and litigation, including the 

employment of attorneys for the Operating Joint Account, shall belong to Operator. 

Each party hereto who receives any such claim or demand shall promptly give notice 

of same to Operator and provide Operator f u l l and complete information with respect 

thereto. Operator shall promptly give each Non-Operator written notice of any such 

claim or demand for an amount in excess of One Thousand Dollars ($1,000.00). Operator 

may settle any single damage claim or suit involving operations hereunder in the 

following manner: (1) I f settlement can be made for a total payment of One Thousand 

Dollars ($1,000.00) or less, Operator may settle without the consent of any Non-Operator 

hereunder; (2) I f settlement can be made for a total payment in excess of $1,000.00, 

Operator may settle only upon receiving the unanimous approval of the parties hereto. 

Any payment made hereunder shall be made only i f i t is in complete settlement of said 

claim or suit. A l l costs of handling, settling or otherwise discharing such claim 

or suit shall be charged to the appropriate Operating Joint Acccount. The amounts 

referred to above are amounts which the parties hereto would be obliged to pay over and 

above any amounts paid by an insurer or other party. 
29. FORCE MAJEURE 

If any party is rendered unable, wholly or in part, by force majeure to carry out its obligations under 

this agreement, other than the obligation to make money payments, that party shall give to all other parties 

prompt written notice of the force majeure with reasonably full particulars concerning it; thereupon, the 

obligations of the party giving the notice, so far as they are affected by the force majeure, shall be suspended 

during, but no longer than, the continuance of the force majeure. The affected party shall use all possible 

diligence to remove the force majeure as quickly as possible. 

The requirement that any force majeure shall be remedied with all reasonable dispatch shall not require" 

the settlement of strikes, lockouts, or other labor difficulty by the party involved, contrary to its wishes; how 

all such difficulties shall be handled shall be entirely within the discretion of the party concerned. 

The term "force majeure" as here employed shall mean an act of God, strike, lockout, or other industrial 

disturbance, act of the public enemy, war, blockade, public riot, lightning, fire, storm, flood, explosion, gov­

ernmental restraint, unavailability of equipment, and any other cause, whether of the kind specifically enum-



. ,10. NOTICES 

All notices authorized or required between the parties, and required by any of the provisions of this 

agreement, shall, unless otherwise specifically provided, be given in writing by United Stales mail or Western 

Union Telegram, postage or charges prepaid, and addressed lo the party to whom the notice is given at the 

addresses l i s t e d on "Tbchibltr~"A"~T—Rrry™ not ice to be ^ i T e n under any provis ion-hereof 
s h a l l be deemed given when deposited i n the United S ta te s m a i l or with the Western 
Union Telegraph^ompanyvr-with-postage or charges prepa id o r , as to telephone notice 
when authorized*when r e c e i v e d by the party to whom such not ice i s g iven . Each 
party s h a l l have ! t h e j r i g h t fco_change i t s address a t any time, and from time to 
t ime, by g iv ing wr i t t en n o t i c e thereof to a l l . other p a r t i e s . 

31. ELECTION AT CASING. POINT 

Notwithstanding anything to the contrary contained h e r e i n , consent to' the 
d r i l l i n g of a we l l s h a l l not be deemed as consent to the s e t t i n g of cas ing and a 
completion attempt. A f t e r any we l l d r i l l e d pursuant to t h i s agreement has reached 
i t s authorized depth, Operator , or the party conducting such d r i l l i n g operations, 
s h a l l g ive immediate no t i ce to the Non-Operators p a r t i c i p a t i n g i n s a i d operations. 
The p a r t i e s receiving such not i ce s h a l l have f o r t y - e i g h t (48) hours i n which to 
e l e c t whether or not i t or they des ires or d e s i r e to s e t cas ing and to p a r t i c i p a t e 
i n a completion attempt. F a i l u r e of a party r e c e i v i n g such no t i ce so to reply 
w i th in the period above f i x e d s h a l l const i tute an e l e c t i o n by t h a t p a r t y to p a r t i c i ­
pate i n the cost of a completion attempt. I f a l l o f the p a r t i e s e l e c t to plug and 
abandon the w e l l . Operator, or the party conducting the d r i l l i n g operat ions , s h a l l 
plug and abandon same a t the expense of a l l of the p a r t i e s who p a r t i c i p a t e d i n 
such operat ions . I f one or more, but l e s s than a l l , of the p a r t i e s e l e c t to se t 
pipe and to attempt a completion, the prov i s ions of Paragraph 12 s h a l l apply to 
the operations therea f t er conducted by l e s s than a l l p a r t i e s . ' 

• 32. REWORKING OPERATIONS. 

Notwithstanding any language se t out i n Paragraph 12 to the c o n t r a r y , each 
Non-Consenting Party to a reworking operation on a w e l l conducted pursuant to Para­
graph 12 s h a l l , upon cornm en cement of such operat ion , be deemed to have re l inquished 
to Consenting P a r t i e s , and the Consenting P a r t i e s s h a l l own and be e n t i t l e d to 
r e c e i v e , i n proportion to t h e i r respect ive i n t e r e s t s , a l l of such Non-Consenting 
P a r t y ' s i n t e r e s t i n the w e l l , i t s leasehold operating r i g h t s and share of production 
therefrom, only i n s o f a r as the i n t e r v a l or i n t e r v a l s of the formation or formations 
which are being reworked and to which such Non-Consenting Party does not des ire to 
j o i n i n the reworking t h e r e o f , u n t i l the proceeds or market va lue thereof (a f t er 
deducting production t a x e s , r o y a l t y , overr id ing r o y a l t y and other i n t e r e s t s payable 
out o f , or measured by the production from such w e l l , only i n s o f a r as the production 
secured from the i n t e r v a l o r i n t e r v a l s of the formation or formations which are 
subjec t to s a i d reworking operat ion , accruing with respect to such i n t e r e s t u n t i l 
i t r e v e r t s ) s h a l l equal the t o t a l of those c e r t a i n costs as f u r t h e r described i n 
subparagraphs (A) and (B) of the t h i r d grammatical paragraph under Paragraph 12 
hereof . , • 

33. SECONDARY RECOVERY OR PRESSURE MAINTENANCE • 

I f a l l the p a r t i e s cannot mutually agree upon a proposed operat ion f o r 
secondary recovery or p r e s s u r e maintenance f o r e x i s t i n g product ion on the Unit Area, 
any party or p a r t i e s wishing to conduct such operation may g ive the other p a r t i e s 
w r i t t e n not ice of the proposed operation i n the same manner as provided i n Paragraph 
12 f o r the operations contemplated thereby and such secondary or pres sure maintenance 
operation may be conducted by each Consenting Par ty fo l lowing the same procedure 
and i n the same manner as provided i n such Paragraph 12;-provided, however, that 
the production which s h a l l be deemed to have been r e l i n q u i s h e d by each Non-Consenting 
Party t o the Consenting P a r t i e s s h a l l be only tha t port ion of r e s u l t i n g production 
from a l l a f fec ted w e l l s which i s an increase over such production p r i o r to the 
i n s t i t u t i o n of such secondary recovery or pressure maintenance operat ions . 
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r » ^ ^ t ^ : ^ e = e x p i r a t i o n _ p f _ f i _ v e _ (5) _years a f t e r the e f f e c t i v e _ d a t e h e r e o f , the Uni t 
Area "hereunder s h a l l automat ica l ly - contract and the fo l lowing l a n d s _arid_formations -
s h a l l "no longer be^suHJect^hereto or.SeT included 'In s a i d U n i t A r e a r J ~~~T~~^i\r- 'r̂ r. . ' ~-

* a 5 All lands (as to a l f "formations thereunder) that do not l i e within 
40-acre, quarter-quarter (or equivalent) legal subdivisions any portion 
of which lies within one-half (1/2) mile of any producing oil well, or 

-"" -1 '320 acres of any gas well, or injection well or other pressure maintenance 
well on the Unit Area, or on a fieldwide unit, pooled or communitized tract, 
spacing or proration unit to which any portion of the Unit Area has been 
committed and except such portions lands within the Unit Area that have been 
committed to any such fieldwide unit, pooled tract or spacing unit. 

(b) A l l zones and formations underlying the U n i t Area t h a t l i e below the 
base of the deepest formation then producing frem a -well covered 
hereby, or a w e l l located on any. such u n i t or t r a c t to which any portion 
of the Unit Area has been committed, or uroduciM« from anv such w e l l 
then shut-in for lack of market^ overproduction,.-or temporarily r-
shut-in for reworking; recompletion or other such remedial operations. 

I t " i s agreed, however, that the Unit Area s h a l l not con t r a c t as provided above 
a t such expiration of f i v e years from the e f f e c t i v e date hereof i f ' a w e l l i s then 
being d r i l l e d under t h i s agreement on such lands or to such formations to be 
eliminated, i n which event contraction of such Unit Area s h a l l be delayed u n t i l 
such w e l l shai 1 have been' d r i l l e d and completed^and producible lands and formations 
discovered by such w e l l s h a l l remain i n the Unit Area and s u b j e c t hereto. Contraction 
may be lik e w i s e further delayed by d r i l l i n g of a d d i t i o n a l s i m i l a r w e l l s with no 
more than s i x t y (60) days between completion of one and commencement of another. 

' 35. LATER CREATED LEASEHOLD BURDENS 

I f any party hereto h e r e a f t e r creates any overriding r o y a l t y , production payment 
or other burden against i t s working i n t e r e s t production, and i f any other party 
conducts operations hereunder i n which the party so cr e a t i n g s a i d burden against i t s 
working i n t e r e s t production e l e c t s not to p a r t i c i p a t e under any p r o v i s i o n of t h i s 
agreement, and, as a r e s u l t , any party conducting such operations becomes e n t i t l e d 
to r e c e i v e the working i n t e r e s t production otherwise belonging to such other party 
any party conducting such operations s h a l l receive such production f r e e and c l e a r 
of any burden so created by the other party,and the l a t t e r s h a l l save the party 
conducting such operations completely harmless with r e s p e c t to the r e c e i p t of such 
working i n t e r e s t production. »• 

35. COVENANTS RUN WITH THE LAND 

The terms, p r o v i s i o n s , covenants and conditions of t h i s agreement s h a l l be 
deemed to be covenants running with the lands, the le a s e or l e a s e s and leasehold 
e s t a t e s covered hereby, and a l l of the terms, p r o v i s i o n s , covenants and conditions 
of t h i s agreement s h a l l be binding upon and inure to the b e n e f i t of the p a r t i e s 
hereto, t h e i r respective h e i r s , executors, administrators, personal representatives, 
successors and assigns. 

37. LAWS AND REGULATIONS 

A. A l l of the p r o v i s i o n s of t h i s agreement are expressly s u b j e c t to a l l applicab 
laws, orders, r u l e s and regulations of any governmental body or agency having j u r i s ­
d i c t i o n i n the premises, and a l l operations contemplated hereby s h a l l be conducted 
i n conformity therewith. Any provision of t h i s agreement which i s i n c o n s i s t e n t with 
any such laws, orders, r u l e s or regulations i s hereby modified so as to conform 
therewith, and t h i s agreement, as so modified, s h a l l continue i n f u l l force and 
e f f e c t . 



A.A.V.L. FORM 610 

This agreement may be signed in counterpart, and shall be binding upon the parties and upon their heirs, 

successors, representatives^and ^ss i jng^ 

T h e r e ' i s - n b ^ x h ^ D i ' t r " B u to ' t h i s Opera t i ng* Agreements — : 

TRANSOCEAN OIL, INC. 

ATTEST: 

By: 
Vice President 

Secretary 

O P E R A T O R 

SANTA FE PACIFIC RAILROAD COMPANY 

ATTEST: 

By: 
President 

Assistant Secretary 

ATTEST: 
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'ptMvan ( o u »o»o» C Y U l D I T - »« 
' ^ < a - t t » . w n L A n l u l I L RccOTimrndrd by «>w 

Counci l of Pr t ic leum 

Attached to and made a part of._tnat. c&r.lain..Dperating..Agr.eer_en.t N o r«h 

.dated. _ between. J.RANSDCFJ_i..QIL»..INC _ 
iiS..'0peratQr.,...and...the..o.ther..parties-.signatory...ther£lu5 

^ - ^ A C C i D U N T l N G P R O C E D U R E 
j j - j ] [ • (JOINT OPERATIONS) . -= 

_ _ V — ~ T . GENERAL PROVISIONS 

1. Definition* 
"Joint Property" shall mean the real and personal property subject to the agreement to which this "Accounting Pro­
cedure" is attached. 
"Joint Operations" shall mean all operations necessary or proper for the development, operation, protection and 
maintenance of the Joint Property. 
"Operator" shall mean the party designated to conduct the Joint Operations. 
"Non-Operators" shall mean the nonoperating parties, whether one or more. 
"Joint Account" shall mean the account showing the charges and credits accruing because of the Joint Operations 
and which are to be shared by the Parties. 
"Parties" shall mean Operator and Non-Operators. 
"Material" shall mean personal property, equipment or supplies acquired or held for use on the Joint Property. 
"Controllable Material" shall mean material which at the time is so classified in the Material Classification Manual 
as most recently recommended by the Council of Petroleum Accountants Societies of North America, 0T as 
mamxamecT oy Operator. 

2. Conflict with Agreement 
In the event of a conflict between the provisions of this Accounting Procedure and the provisions of the agree­
ment to which this Accounting Procedure is attached, the provisions of the agreement shall control 

3. Collective Action by Non-Operators 
Where an agreement or other action of Non-Operators is expressly required under this Accounting Procedure 
and if the agreement to which this Accounting Procedure is attached contains no contrary provisions in regard 
thereto, the agreement or action of a majority in interest of the Non-Operators shall be controlling on all Non-
Operators. 

4. Statements and Billings 
Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of costs and 
expenses, for the preceding month. Such bills will be accompanied by statements reflecting the total charges 
and credits as set forth under Subparagraph A below: 
A. Statement in detail of all charges and credits to the Joint Account. 
B. Statement of all charges and credits to the Joint Account, summarized by appropriate classifications indicative ' 

of the nature thereof. 
C. Statement of all charges and credits to the Joint Account summarized by appropriate classifications indicative 

of the nature thereof, except that items of Controllable Material and unusual charges and credits shall be detailed. 
5.. Payment and Advances by Non-Operators 

Each Non-Operator shall pay its proportion of all such bills within fifteen (15) days after receipt thereof. If pay­
ment is not made within such time, the unpaid balance shall bear interest at r a t e o f e i g h t per cent (85>) 
per annum until paid. 

8. Adjustments 
Payment of any such bills shall not prejudice the right of any Non-Operators to protest or question the correctness 
thereof; provided however, all bills and statements rendered to Non-Operators by Operator during any calendar 
year shall conclusively be presumed to be true and correct after twenty-four (24) months following the end of any 
such calendar year, unless within the said twenty-four (24) month period a Non-Operator takes written excep­
tion thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator shall be made 
unless it is made within the same prescribed period. The provisions of this paragraph shall not prevent adjust­
ments resulting from a physical inventory of the Joint Property as provided for in Section VTL 

7. Audits. 
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 for any calendar year within the twenty-four 
(24) month period following the end of such calendar year; provided however, the making of an audit shall'not ex­
tend tbe time for the taking of written exception to and the adjustment of accounts as provided for in Paragraph 
6 of this Section L Where there are two or more Non-Operators, the Non-Operators shall make every reasonable 
effort to conduct joint or simultaneous audits in a manner which will result in a rjoinimum of inconvenience to 
the Operator. 

H. DIRECT CHARGES 
Subject to limitations hereinafter prescribed, Operator shall charge the Joint Account with the following items: 

1.. Rentals and Royalties 
Delay or other rentals and royalties when such rentals and royalties are paid by Operator for the Joint Account 
of the Parties.,including a reasonable cost to the Operator for making the necessary disburse-
Labor ments. 
A. Salaries and waees of Oo*»rator1s emnlovees directlv eneaeed on the Joint Property in the conduct of the Joint 

Operations, and salaries or wages of employees who are temporarily assigned to and 
directly employed on the Joint Property. 

U. Operator's cosi oi nouoay, vacation, sickness and disability benefits ana other customary allowances paia to me 
employees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this Section II 
and Paragraph 1 of Section HI; except that in the case of those employees only a pro rata portion of whose 
salaries and wages are chargeable to the Joint Account under Paragraph Lot Section i n , not more than the same 
pro rata portion of the benefits and allowances herein provided for shall be charged to the Joint Account. Cost 
under this Paragraph 2B may be charged on a "when and as paid basis" or by "percentage assessment" on the 
amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this Section I I and Para­
graph 1 of Section DX If percentage assessment is nsed, the rate shall be based on the Operator's cost experience. 

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are ap­
plicable to Operator's labor cost of salaries and wages chargeable to the Joint Account under Paragraphs 2A 
and 2B of this Section II and Paragraph 1 of Section HL 

D. Reasonable personal expenses of those employees whose salaries and wages are chargeable to the Joint Account 
under Paragraph 2A of this Section II and for which expenses the employees are reimbursed under Operator's 
usual practice. 



tmp.iu/ee. Benei it-
Operator.'s current cost of t ablished plans for employees* ôup life insurance, 
hospitalization, pension, retirement, stock purchase, thrifv, bonus, and uther 
benefit plans of a like nature, applicable to Operator's labor cost; provided 
however,"the total of such charges shall not exceed twenty percent (20%) of 
Operator*.* labor costs chargeable to the Joint Account under Paragraphs 2A and 2B 
of this Section II and Paragraph 1 of Section II I . 

4. Material — 
Material purchased or furnished by Operator for use on the Joint Property." So far as it is reasonably practi-

_cal and consistent with efficient and economical operation, only such Material shall be purchased for or transferred 
to the Joint Property-as-may.fbe-required-for immediate use; and the accumulation of surplus stocks shall be avoided.-

~5. Transportation -zi zz,-« _ ,. . - .. _ 
Transportation of employees and Material necessary for the Joint Operations but subject to the following limitations: 
A. If Material is moved-to-fhe^bint Property 'from the Operator's warehouse or othen-properties, no charge^ shall 

be made to the Joint Account for a distance greater than the distance from the nearest reliable supply store or 
railway receiving point where like material is available, except by agreement with Non-Operators. 

B. If surplus Material is moved to Operator's warehouse or other storage point, no charge shall be made to the 
Joint Account for a distance greater than the distance to the nearest reliable supply store or railway receiving 
point, except by agreement with Non-Operators. No charge shall be made to Joint Account for moving Material 
to other properties belonging to Operator, except by agreement with Non-Operators. 

C. In the application of subparagraphs A and B above, there shall be no equalization of actual gross trucking costs 
of $100 or less. 

6. Services 
A. The cost of contract services and utilities procured from outside sources other than services covered by Para­

graph 8 of this Section II and Paragraph 2 of Section III. 
B. Use and service of equipment and facilities furnished by Operator as provided in Paragraph 5 of Section IV. 

7. Damages and Losses to Joint Property 
All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of damages 
or losses incurred by fire, flood, storm, theft, accident, or any other cause, except to the extent that the damage or 
loss could have been avoided through the exercise of reasonable diligence on the part of Operator. Operator shall 
furnish Non-Operators written notice of damages or losses incurred as soon as practicable after a report thereof 
has been received by Operator. 

8. Legal Expense 
All costs and expenses of handling, investigating and settling litigation or claims arising by reason of the Joint 
Operations or necessary to protect or recover the Joint Property, including, but not limited to, attorneys' fees, 
court costs, cost of investigation or procuring evidence and amounts paid in settlement or satisfaction of any 
such litigation or claims; provided, (a) no charge shall be made for the services of Operator's legal staff or other reg­
ularly employed personnel (such services being considered to be Administrative Overhead under Section I I I ) , ex­
cept by .agreement with Non-Operators, and (b) no charge shall be made for the fees and expenses of. outside at­
torneys unless the employment of such attorneys is agreed to by Operator and Non-Operators. 

9. Taxes . • 
All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation 
thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the Parties. 

10. Insurance Premiums 
Premiums paid for insurance required to be carried on the Joint Property for the protection of the Parties. 

11. Other Expenditures 
Any other expenditure not covered or dealt with in the foregoing provisions of this Section II , or in Section HI, 
and which is incurred by the Operator for the necessary and proper conduct of the Joint Operations. 

III. INDIRECT CHARGES 
Operator may charge the Joint Account for indirect costs either by use of an allocation of district expense items plus a 
fixed rate for administrative overhead, and plus the warehousing charges, all as provided for m Paragraphs 1, 2, and 3 of 
this Section III OR by combining all three of said items under the fixed rate provided for in Paragraph 4 of this Section 
III. as indicated next below: 

OPERATOR SHALL CHARGE THE JOINT ACCOUNT UNDER THE TERMS OF: 
Q Paragraphs 1, 2 and 3. (Allocation of district expense plus fixed rate for administrative overhead plus 

warehousing.) 
}0J Paragraph 4. (Combined fixed rate) 

1- District Expense 
Operator shall charge the Joint Account with a pro rata portion of the salaries, wages and expenses of Operator's 
production superintendent and other employees serving the Joint Property and other properties of the Operator in 
the same operating area, whose time is not allocated directly to the properties, and a pro rata portion of the cost of 
maintaining and operating a production office known as Operator's __. 
office located at or near . ___ (or a comparable office if location changed), and neces­
sary sub-offices (if any), maintained for the convenience of the above-described office, and all necessary camps, 
including housing facilities for employees if required, used in connection with the operations of the Joint Property 
and other properties in the same operating area. The expense of, less any revenue from, such facilities may, at the 
option of Operator, include depreciation of investment or a fair monthly rental in lieu of depreciation. Such 
charges shall be apportioned to all properties served on some equitable basis consistent with Operator's accounting 
practice. 

2. Administrative Overhead 
Operator shall charge administrative overhead to the Joint Account at the following rates, which charge shall be in 
lieu of the cost and expense of all offices of the Operator not covered by Paragraph 1 of this Section III , including 
salaries, wages and expenses of personnel assigned to such offices. Such charges shall be in addition to the salaries, 
wages and expenses of employees of Operator authorized to be charged as direct charges as provided in Paragraphs 
2 and 8 of Section II. 

W E L L BASIS (RATE PER W E L L PER MONTH) 
•< PRODUCING WELL RATE 

DRILLING WELL RATE (U»« Ciirml Producing Depth) 
("» T.t.l P.,*) A „ W.M. ' 

W«ll D»»t„ Each W«H F!r»t Flv» N»xt Flv« Q-«r T»w 

The cost and expense of services from outside sources in connection with matters of taxation, traffic, accounting, or 
matters before or involving governmental agencies shall be considered as included in the overhead rates provided for in 
'his Paragraph 2 of Section III. unless such cost and expense are agreed upon between Operator and Non-Operators 
a* a direct charge to the Joint Account. 
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3. Operator's Fully Owned Warehouse Operating and Maintenance Expense 
(Describe fully the agreed procedure to be followed by the Operator.) 

4. Combined Fixed Rates 
Operator shall charge the Joint Account for the services covered by Paragraph 1, 2 and 3 of this Section m, the 
following fixed per well rates: 

WELL BASIS (RATE PER WELL PER MONTH) 
PRODUCIMfl WILL RATI 

» DRILLING WILL RATI ( U H Cun—t fto-wfait Dtrt-) 
•} (Uw T f l D—Hi) r

 W r f h 

W«lt D » t - , e tmtk WM tint F l y H n t frr* Or— T— 

-TQ BE NEGflllAIEJQ.-

Ssid fixed rate (shall) (shall not) include salaries and expenses of production foremen. 

5. Application of Administrative Overhead or Combined Fixed Rates 
The following limitations, instructions and charges shall apply in the application of the per well rates as provided 
under either Paragraph 2 or Paragraph 4 of this Section III: 
A. Charges for drilling wells shall begin on the date each well is spudded and terminate on the date the drilling or 

completion rig is released, whichever is later, except that no charge shall be made during the suspension of 
drilling operations for fifteen (15) or more consecutive days. 

B. The status of wells shall be as follows: 
(1) Producing gas wells, injection wells for recovery operations, water supply wells utilized for water flooding 

operations and salt water disposal wells shall be considered the same as producing wells. 
(2) Wells permanently shut down but on which plugging operations are deferred shall be dropped from the 

well schedule at the time the shutdown is effected. When such a well is plugged a charge shall be made 
at the producing well rates. 

(3) Wells being plugged back, drilled deeper, converted to a source or input well, or which are undergoing any 
type of workover that requires the use of a drilling or workover rig shall be considered the same as drilling 
wells. 

(4) Temporarily shut-down wells, which are not produced or worked upon for a period of a full calendar month, 
•hall not be included in the well schedule, provided however, wells shut in by governmental regulatory 
body shall be Included in the well schedule only in the event the allowable production is transferred to some 
other well or wells on the Joint Property. In the event of a unit allowable, all wells capable of producing 
will be counted in determining the charge. 

(5) Gas wells shall be included in the well schedule if directly connected to a permanent sales outlet even 
though temporarily shut in due to overproduction or failure of purchaser to take the allowed production. 

(6) Wells completed in multiple horizons, in which the production is not commingled down hole, shall be con­
sidered as a producing well for each separately producing horizon. 

C. The well rates shall apply to the total number of wells being drilled or operated under the agreement to which 
this Accounting Procedure is attached, irrespective of individual leases. 

D. The well rates shall be adjusted on the first day of April of each year following the effective date of the agree­
ment to which this Accounting Procedure is attached. The adjustment shall be computed by multiplying the 
rate currently in use by the percentage increase or decrease in the average weekly earnings of Crude Petroleum 
and Qas Production Workers for the last calendar year compared to the preceding calendar year as shown by 
"The Index of Average Weekly Earnings of Crude Petroleum and Gas Production Workers" as published by the 
United States Department of Labor, Bureau of Labor Statistics. The adjusted rates shall be the rates currently 
in use, plus or minus the computed adjustment 

t. For the construction of compressor plants, water stations, secondary recovery systems, salt water disposal facili­
ties, and other such projects, as distinguished from the more usual drilling and producing operations, Operator 
in addition to the Administrative Overhead or Combined Fixed Rates provided for in Paragraph 2 and 4 of this 
Section III, shall charge the Joint Account with an additional overhead charge as follows: 
A. Total cost lest than $25,000, no charge. 
B. Total cost more than $25,000 but less than $100,000, % of total cost. 
C. Total cost of $100,000 or more, % of the first $100,000 plus % of all over $100,000 of total cost 
Total cost shall mean the total gross cost of any one project. For the purpose of this Paragraph the component parti 
of a tingle project shall not be treated separately and the cost of drilling wells shall be excluded. 

7. The specific rates provided for in this Section III may be amended from time to time by mutual agreement between 
the Parties hereto if, in practice, the rates are found to be insufficient or excessive. 

IV. BASIS OF CHARGES TO JOINT ACCOUNT 
Subject to the further provisions of this Section IV, Operator will procure all Material and services for the Joint Prop­
erty. At the Operator's option, Non-Operator may supply Material or services for the Joint Property. 

1. Purchases 
Material purchased and service procured shall be charged at the price paid by Operator after deduction of all dis­
counts actually received. 

2. Material furnished from Operator's Warehouse or Other Properties 
A. New Material (Condition "A") 

(1) Tubular goods, two inch (2") and over, shall be priced on Eastern Mill base (L e. Youngstown, Ohio; Lorain, 
Ohio; and Indiana Harbor, Indiana) on a rmrdmum carload basis effective at date of movement and f. o. b. 
railway receiving point nearest' the Joint Property, regardless of quantity. In equalized hauling charges, 
Operator is permitted to include ten cents (10c) per hundred-weight on all tubular goods furnished from 
his stocks in lieu of loading and unloading costs sustained. 

(2) Other Material shall be priced at the current replacement cost of the same kind of Material, effective at date 
of movement and f. o. b. the supply store or railway receiving point nearest the Joint Property where 
Material of the same kind is available. 

(3) The Joint Account shall not be credited with cash discounts applicable to prices provided for in this Para­
graph 2 of Section IV. 

B. Used Material (Condition "B" and "C") 
(1) Material in sound and serviceable condition and suitable for reuse without reconditioning, shall be classified 

ss Condition "B" and priced at seventy-five per cent (75%) of the current price of new Material. 
(2) Material which cannot be classified as Condition "B" but which, 

(a) After reconditioning will be further serviceable for original function as good secondhand Material 
(Condition "B"), or 

(b) Is serviceable for original function but substantially not suitable for reconditioning, shall be classifi­
ed as Condition "C" and priced at fifty per cent (50%) of current new price. 

(3) Obsolete Material or Material which cannot be classified as Condition "B" or Condition "C" shall be priced 
at a value commensurate with its use. Material no longer suitable for its original purpose but usable for 
some other purpose, shall be priced on a basis comparable with that of items 
normally used for such other purpose. 
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4. Warranty of Material Furnished by Operator 
Operator does not warrant the Material furnished. In case of defective Material, credit shall not be passed to the 
Joint Account until adjustment has been received by Operator from the manufacturers or their agents. 

5. Equipment and Facilities Furnished by Operator 
A. Operator shall charge the Joint Account for use of equipment and facilities at rates commensurate with cost of 

ownership and operation. Such rates shall include cost of maintenance, repairs, other operating expense, in­
surance, taxes, depreciation and interest on investment not to exceed six per cent (6%) per annum, provided 
such rates shall not exceed those currently prevailing in the immediate area within which the Joint Property is 
located. Rates for automotive equipment shall generally be in line with the schedule of rates adopted by the 
Petroleum Motor Transport Association, or some other recognized organization, as recommeded uniform charges 
against Joint Property operations. Rates for laboratory services shall not exceed those currently prevailing if 
performed by outside service laboratories. Rates for trucks, tractors and well service units may include wages 
and expenses of operator. 

. B. Whenever requested, Operator shall inform Non-Operators in advance of the rates it proposes to charge. 
C. Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient " 

' V. DISPOSAL OF MATERIAL 
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The di-sposi tion .of. surplus Controllable Material,_ not purchased by. Operator, shall be subject 
to agreement between Operator and Non-Operators, provided Operator shall dispose of normal accumulations of junk 
and scrap Material either by transfer or sale from the Joint Property. 
1. Material Purchased by the Operator or Non-Operators 

Material purchased by either the Operator or Non-Operators shall be credited by the Operator to the Joint Account 
for the month in which the Material is removed by the purchaser. 

2. Division in Kind 
Division of Material in kind, if made between Operator and Non-Operators, shall be in proportion to the respective 
interests in such Material. The Parties will thereupon be charged individually with the value of the Material re­
ceived or receivable. Proper credits shall be made by the Operator in the monthly statement of operations. 

3. Sales to Outsiders 
Sales to outsiders of Material from the Joint Property shall be credited by Operator to the Joint Account at the net 
amount collected by Operator from- vendee. Any claim by vendee related to such sale shall be charged back to the 
Joint Account if and when paid by Operator. . -

V L BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT 
Material purchased by either Operator or Non-Operators or divided in kind, unless otherwise agreed to between 
Operator and Non-Operators shall be priced on the following basis: 

1. New Price Defined 
New price as used in this Section VI shall be the price specified for New Material in Section rV. 

2. New Material 
New Material (Condition "A"), being new Material procured for the Joint Property but never used, at one hundred 
per cent (100%) of current new price (plus sales tax if any). 

3. Good Used Material 
Good used Material (Condition "B"), being used Material in sound and serviceable condition, suitable for reuse 
without reconditioning: 
A. At seventy-five per cent (75%) of current new price if Material was charged to Joint Account as new, or 
B. At sixty-five per cent (65%) of current new price if Material was originally charged to the Joint Account as 

secondhand at seventy-five percent (75%) of new price. 
4. Other Used Material 

Used Material (Condition "C") , at fifty per cent (50%) of current new price, being used Material whichi 
A. Is not in sound and serviceable condition but suitable for reuse after reconditioning, or 
B. Is serviceable for original function but not suitable for reconditioning. 

5. Bad-Order Material 
. Material (Condition "D"), no longer suitable for its original purpose without excessive repair cost but usable for 
some other purpose at a price comparable with that of items normally used for such other purpose. 

6. Junk Material 
Junk Material (Condition " E " ) , being obsolete and scrap Material, at prevailing prices. 

7. Temporarily Used Material 
When the use of Material is temporary and its service to the Joint Property does not justify the reduction in price as 

. provided for in Paragraph 3 B of this Section VI, such Material shall be priced on a basis that will leave a net charge 
to the Joint Account consistent with the value of the service rendered. 

. VII. INVENTORIES 

1. Periodic Inventories, Notice and Representation . . . . . . - ~ -
At reasonable intervals, inventories shall be taken by Operator of the Joint Account Material, which shall include 
all such Material as is ordinarily considered controllable. Written notice of intention to take inventory shall be 
given by Operator at least thirty (30) days before any inventory is to begin so that Non-Operators may be repre­
sented when any inventory is taken. Failure of Non-Operators to be represented at an inventory shall bind Non-
Operators to accept the inventory taken by Operator, who shall in that event furnish Non-Operators with a copy 

2. Reconciliation and Adjustment of Inventories 
Reconciliation of inventory with charges to the Joint Account shall be made, and a list of overages and shortages 
shall be jointly determined by Operator and Non-Operators. Inventory adjustments shall be made by Operator 
with the Joint Account for overages and shortages, but Operator shall be held accountable to Non-Operator only 
for shortages due to lack of reasonable diligence. 

3. Special Inventories 
Special inventories may be taken whenever there is any sale or change of interest in the Joint Property. It shall be 
the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest takes 
place. In such cases, both the seller and the purchaser shall be .governed by such inventory. 



EXHIBIT "Dn 

Attached t o and made p a r t of t h a t c e r t a i n Operating Agreement 
dated - ' ~ -v-^.^^--^ - ^between-TRANSOCEAN OIL, . I N C . . , 
as Operator, ! andJthe^other p a r t i e s i s ignatoryf-thereto.ei n . 

INSURANCE 

Operator and Opertor's contractors s h a l l , d u r i n g the d r i l l i n g and 
completing of any and a l l w e l l or w e l l s on the Un i t Area and duri n g 
the performance of a l l operations, carry the f o l l o w i n g described 
minimum insurance coverage on the U n i t Area: 

A. Workman's Compensation 

F u l l compliance w i t h the s t a t u t o r y requirements of the 
laws of the States of Texas, New Mexico and the laws of any other 
s t a t e t h a t s h a l l be applicable. 

B. Employer's L i a b i l i t y 

L i m i t s : $100,000 per accident 
The above p o l i c i e s s h a l l contain endorsements covering 

v o l u n t a r y compensation l i a b i l i t y . 

C. Public L i a b i l i t y 

Comprehensive General L i a b i l i t y insurance as f o l l o w s : 

Bodily I n j u r y - $3 00,000 each occurrence 
Property Damage - $100,000 each occurrence 

- $100,000 aggregate 

Hazards covered t o be a l l operations of the insured i n 
connection w i t h o i l or gas lease operations i n c l u d i n g t r i p cover, 
independent c o n t r a c t o r , completed operations and bla n k e t waiver 
of subrogation. 

D. Automobile L i a b i l i t y 

Comprehensive insurance as f o l l o w s : 

B o d i l y I n j u r y - $100,000 each person , . 
$3 00,000 each accident 

Property Damage - $100,000 each occurrence 

Coverage includes owned, non-owned and h i r e d automobiles. 

E. Umbrella 

Blanket Excess L i a b i l i t y - L i m i t s : $3,000,000 

(1) $25,000 retained l i m i t 
(2) Excess of Employer's L i a b i l i t y , Comprehensive 

General L i a b i l i t y and Comprehensive Automobile 
L i a b i l i t y 

(3) Blanket waiver of subrogation 
(4) Exclusion f o r seepage, p o l l u t i o n and contamination 
(5) O i l Industry L i m i t a t i o n endorsement 


