
TENNECO 

TENNECO OIL COMPANY • P. 0. BOX 1031 • 1800 WILCO BUILDING • MIDLAND, TEXAS 79701 

A p r i l 23, 1965 

New Mexico O i l Conservation Commission 
P.O. Box 2066 

Santa Fe, New Mexico 87501 

Attention: Mr. A. L. Porter. Jr. 

Gentlemen: 

Tenneco O i l Company requests permission to commingle production from 
the following properties: 

Sweeney Federal Lease (KM 03093T7~A, WM 09003, and NM 0309377) 
Being the Stf/k of Section 13, T-19-S, R-31-E 

Jones Federal Lease (NM OIO7697) 
Being the o f Section 23, m / k and SW/4 of Section 25, 
m / k and SW/4 of Section 26, a l l i n T-19-S, R-31-E 

Jones Federal "B" Lease (NM OIO7697) 
Being the SE/k of Section 23, m / k and SE/k of Section 25, 
m / k and SE/k of Section 26, a l l i n T-19-S, R-31-E 

Jones Federal 'C" Lease (NM OIO7697) 
Being the Stt/k of Section 2k, T-19-S, R-31-E 

Jones Federal "D" Lease (NM OIO7697) 
Being the Wl/k of Section 2k, T-19-S, R-31-E 

Jones Federal "E" Lease (NM OIO7697) 
Being the m / k of Section 23, T-19-S, R-31-E 

Jones Federal Unit (NM OIO7697 and LC 029358) 
Being the m / k of Section 2k, T-19-S, R-3I-E 

Delhi-Federal Lease (NM OIO7697, LC 029358, and NM OIO7698) 
Being the NW/4 of Section 30, T-19-S, R-32-E 

A l l of the above are i n Eddy County, New Mexico, except f o r the Delhi-
Federal Lease which i s i n Lea County, New Mexico. 

In addition to the above producing t r a c t s , permission i s recuested to 
commingle the following properties, when production i s established, into 
the central battery. 

Dozier Federal Lease (NM 055^775 and NM 0175771) 
Being the Sw/4- of Section I k , T-19-S, R-31-E, Eddy County, New Mexico 

Jones Federal Unit "A" (NM OIO7697, NM 01^995^, and NM 09003) 
Being the m / k of Section 23, T-19-S, R-3I-E, Eddy County, New Mexico 



TENNECO OIL COMPANY -2- A p r i l 23, 1965 

Attached i n t r i p l i c a t e are location plats and schematic diagrams of 
the commingling f a c i l i t i e s designed i n accordance with the Commission's 
Manual fo r the I n s t a l l a t i o n and Operation of Commingling F a c i l i t i e s . 
The central tank battery i s to be located on the Jones Federal "C" 
Lease. 

Also attached are: Letter of Consent to Commingle from the United States 
Geological Surveyj copy of Agreement to Commingle Production executed by 
several parties owning an interest i n the above-mentioned leases; copies 
of l e t t e r s and proof of mailing to the remaining parties owning an in t e r e s t 
i n the leases; copy of l e t t e r from the o i l transporter agreeing to the 
commingling; and, Table No. 1 showing the d i v i s i o n of lease ownership. 

Your early consideration of t h i s request w i l l be appreciated. 

Yours very t r u l y , 

TENNECO OIL COMPANY 

A. W. Lang N ' 
D i s t r i c t Production Superintendent 

IMP.: jco 
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IN R E P L Y R E F E R TO I 

UNITED STATES 
DEPARTMENT OF THE INTERIOR 

G E O L O G I C A L S U R V E Y 

Drawer 1857 
Roswell, New Mexico 88201 

A p r i l 21, 1965 

Tenneco Oil Company 
P. 0. Box 1031 
Midland, Texas 79701 

Gentlemen: 

Your letter of March 10, 1965, requests approval to commingle Lusk 
Strawn o i l production into a central tank battery from the following 
Federal leases, Eddy and Lea Counties, New Mexico: 

NM 09003 W%SW% sec. 13, T. 19 S., R. 31 E., NE%NW% 
sec. 23, T. 19 S., R. 31 E. 

NM 0107697 S%NŴ , NE%, S% sec. 23, T. 19 S., R. 31 E., 
W%NE%, W% sec. 24, T. 19 S., R. 31 E., A l l 
sec. 25, T. 19 S., R. 31 E., a l l sec. 26, 
T. 19 S., R. 31 E., W%NW% sec. 30, T. 19 S., 
R. 32 E. 

NM 0107698 E%NW% sec. 30, T. 19 S., R. 32 E. 
NM 0149954 NŴ NW% sec. 23, T. 19 S., R. 31 E. 
NM 0175771 SŴ SW% sec. 14, T. 19 S., R. 31 E. 
NM 0309377 SE%SW% sec. 13, T. 19 S., R. 31 E. 
NM 0309377-A NE%SW% sec. 13, T. 19 S., R. 31 E. 
NM 0554775 NW%SW£, E%SW%, sec. 14, T. 19 S., R. 31 E. 
LC 029358 E%NÊ f sec. 24, T. 19 S., R. 31 E. 

The method of commingling described by your application and the 
installation and operation of ACT f a c i l i t i e s are hereby approved. 
The approval for commingling does not preclude the necessity for 
communitization of spacing units where required. 

For royalty purposes pertaining to the system, the volume of oil 
sales and vapor recovery gas sales will be allocated to each produc
tion unit based on the ratio of the metered production from that unit 
to the total metered production. The "Lessee's Monthly Report of 
Sales and Royalty, "Form 9-361, must show a l l computations used in 
the calculation of lease sales. 



You are requested to notify the District Engineer, U. S. Geological 
Survey, P. 0. Drawer U, Artesia, New Mexico, when the installation 
is completed and operative so that an inspection can be made. 

2 
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March 12, 1965 

Re: I n s t a l l a t i o n o f ACT and 
Commingling o f Production 
Lusk Strawn F i e l d 
Eddy and Lea Counties, New Mexico 

Gentlemen: 

We are enclosing a set of forms being sent to a l l working interest 
owners i n various producing leases i n the Lusk Strawn Field. You 
are lessors of record of a 40-acre tract i n a l6o-acre d r i l l i n g 
unit which i f d r i l l e d would probably be operated by Tenneco. 

We are asking you to j o i n us i n the Operating Agreement for the 
Jones ACT Fa c i l i t y i n that part known as the "Contract Area". 
There w i l l be no charges or other expenses charged to you u n t i l 
a producing well is completed and becomes a part of the "Partici
pating Area". However, by becoming a part of the "Contract Area" 
we can request approval for commingling these tracts with those 
of the Participating Area at this time. In this way, when a well 
is d r i l l e d there w i l l be no long waiting period for the commingling 
request to be approved. This w i l l eliminate the necessity of con
structing a battery,even on a temporary basis, thus eliminating 
approximately $8000 construction costs. 

The economics of a d r i l l i n g well are greatly improved with the 
knowledge that there: w i l l be no loss of income through trucking 
charges of approximately 13^ per barrel or a long period of gas 
being flared. We request that you please sign the forms and 
return them to us as outlined on the enclosed cover l e t t e r . 

Yours very t r u l y , 

TENNECO OIL COMPANY 

A. W. Lang \ 
D i s t r i c t Production Superintendent 

LMR:jo 



El Paso Natural Gas Company 
P.O. Box lh92 
El Paso, Texas 

Great Western D r i l l i n g Company 
Box 1659 
Midland, Texas 
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March 12, I965 

To A l l Jo in t In te res t Owners 
See L i s t Attached 

Re: I n s t a l l a t i o n o f ACT and 
Commingling o f Production 
Lusk Strawn F i e l d 
Eddy and Lea Counties, N.M. 

Gentlemen: 

Attached are "Operating Agreement for the Jones Automatic Custody 
Transfer Fa c i l i t y " and an AFE for the construction of the Fa c i l i t y . 
Also attached, for your information, is an "Agreement to Commingle 
Production" to be signed by Royalty Owners of the lands included in 
the Operating Agreement. 

These instruments are being sent to you, for your execution and return, 
to cover: the construction of the ACT f a c i l i t y ; the operation of the 
f a c i l i t y ; and, the commingling of production in the f a c i l i t y . This 
f a c i l i t y w i l l serve the presently producing Delhi-Federal, Sweeney-
Federal and the several Jones Federal leases as set out in the p a r t i c i 
pating area of the Operating Agreement. I t is designed to expand to 
include future producing wells as set out i n the contract area of the 
Agreement. 

The approval of these proposals w i l l be advantageous to both working 
interest and royalty interest owners. By bringing a l l the production 
to a central point, Tenneco is obtaining a pipeline outlet at the 
central battery. Through the elimination of trucking charges, revenue 
w i l l be raised approximately $1000 per well per month. A vapor recovery 
unit, which would be uneconomical on less than a three-well battery, 
can be installed at the central battery. The recovery of stock tank 
vapors, now being lost to the a i r , w i l l result in an income of approxi
mately $300 per well per month. This would mean that i n an average 
month, the eleven participating wells would have a t o t a l increase i n 
revenue of approximately $1^,300. 

Table A" details the f a c i l i t y expenses to be allocated to each p a r t i c i 
pating lease and other investments necessary for the connection of these 
leases to the Central ACT. Table "B" compares the investments necessary 
for adequate tankage and manual gauging on each individual lease to the 
investments of a central battery and ACT. The central battery and ACT 
provides a savings of $20,900 compared to individual lease tank batteries 
This reduced investment i s i n addition to additional income and labor 
savings to be realized as shown above. 
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Your early consideration and approval of this proposal is earnestly 
requested. Please f i l l i n the required information and sign a l l 
copies of the Operating Agreement and the copy of the AFE and 
return them to Tenneco O i l Company, 1800 Wilco Building, Midland, 
Texas, 7970^* Please advise the number of conformed copies you 
v i l l need returned. 

Yours very t r u l y , 

TENNECO OIL COMPANY 

A. W. Lang \ ' \ 
Di s t r i c t Production Superintendent 

LMR:jo 

Attachments 



D. H. Byrd 
1110 Tower Petroleum Bldg. 
Dallas, Texas 

Continental Oil Company 
Box l+6o 
Hobbs, New Mexico 

El Paso Natural Gas Company 
P.O. Box 1492 
El Paso, Texas 

Great Western D r i l l i n g Company 
Box I659 
Midland, Texas 

Kerr-McGee Oil Industries, Inc. 
Kerr-McGee Building 
Oklahoma City, Oklahoma 

Pan American Petroleum Corporation 
Box 68 
Hobbs, New Mexico 

Phillips Petroleum Company 
Phillips Building 
Odessa, Texas 

Southern New Mexico O i l Corporation 
Box I659 
Midland, Texas 
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A p r i l 23, 1965 

Re: Commingling of Production 
Lusk Strawn Field 
Eddy and Lea Counties, New Mexico 

Gentlemen: 

Attached are two copies of an "Agreement to Commingle Production" 
covering several leases in the Lusk Strawn Field. In one or more of 
these leases, you have an overriding royalty interest. These instru
ments are being sent to you for your execution and return. 

The approval of this commingling v i l l be advantageous to both royalty 
interest and working interest owners. By bringing a l l the production 
to a central point, Tenneco is obtaining a pipeline outlet at the 
central battery. Through the elimination of trucking charges, revenue 
w i l l be raised approximately $1000 per well per month. A vapor recovery 
unit, which is uneconomical on less than a three-well battery, can be 
installed at the central battery. The recovery of stock tank vapors, 
now being lost to the a i r , w i l l result i n a gross lease income of approxi
mately $300 per well per month. 

Your early consideration and approval of this commingling is earnestly 
requested. Please execute the two copies of the Commingling Agreement 
and return them to Tenneco Oil Company, 1800 Wilco Building, Midland, 
Texas, 79704. We w i l l return you a f u l l y executed copy of the Agreement 
when a l l parties have signed. 

Yours very t r u l y , 

TENNECO OIL COMPANY 

A. W. Lang x » x 

D i s t r i c t Production Superintendent 

LMR:jco 



Mr. and Mrs. Don Angle 
510 West Texas 
Ar t e s i a , New Mexico 

Martha C. Byrd 
1110 Tower Petroleum Bldg. 
Dallas, Texas 

Mr. and Mrs. Homer E. Dickes 
510 West Texas 
Artesia, New Mexico 

Mr. and Mrs. Thomas L. Dozier 
4l0 Sosaya lane 
Santa Fe, New Mexico 

Juretta L. English 
1801 Knudsen Avenue 
Farmington, New Mexico 

Leroy English 
Box 577 
Farmington, New Mexico 

Ruby English, Estate 
652 F i f t h Avenue 
Durango, Colorado 

Mr. and Mrs. B. R. Gorman 
Box 871 
Artesia, New Mexico 

Sadie C. Jones 
5001 6th Avenue North 
St. Petersburg, Florida 

J. M. Kackley and 
J. H. Morris, Trustees 
First National Bldg. 
Tulsa, Oklahoma 

Marathon Oil Company 
Box 552 
Midland, Texas 

Mr. and Mrs. H. N. Sweeney 
Box 1582 
Roswell, Nev Mexico 

Yates D r i l l i n g Company 
Mr. and Mrs. Marvin Yates I I I , and 
Mr. and Mrs. S. P. Yates 
309 Carper Bldg. 
Artesia, New Mexico 

Evelyn Ann Woods 
Route 1, Box 1 
Farmington, New Mexico 



T E X A S - N E W MEXICO P I P E L I N E COMPANY 
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- 2 , 

lie'.; ;.;s::ico O i l Conservation Commission 
?. 0. Bo;c ujl 
3ant a ?e, New Mexico 

Gentlemen: 

have received a l e t t e r from Tenneco O i l Company n o t i f y 
i n g us t h a t they p l a n t o commingle production i n t o a c e n t r a l 
b a t t e r y from the f o l l o w i n g leases: 

Sv/eeney Federal Lease (NM 0309377-A, UM 09c05. and UM 030-577' 
Being the 3W/4 of Section 13, T-19-S, 11-51-E 

Jones Federal Lease (HM OIO7697) 
Being the SW/4 o f Section 23, NE/4 and 3d.': of Section du, 
NE/i- and of Section 26, a l l i n T-IS-B, ^ - j l - E 

jones Federal ;;Bi: Lease (NM 01076-7) 
Being the SE/4 of Section 23, IBd/4 and 3E/4 of se c t i o n 2-;, 
NW/4 orid 3E/4 of Section 26, a l l i n T-15-o. N-il-E 

••• F-ueral :'G!: Lease (NM OI07097) 
Being ti i e SW/4 of Section 24, f-19-5, R-51-E 

jones Federal nD': Lease (NM OIO7697) 
Being the NW/4 of Section 24, T-19-3, R-el-^ 

dunes Federal !!E!i Lease (NM OIO7697)" 
Being the NE/4 of Section 23, T-19-S, R-3l-B 

Jones Federal U n i t (NM OIO7697 and LC 02955./ 
Being the NE '4 of Section 24, T-19-S, N-51-E 

Delhi-Federal Lease (NM 0107597, LC 02933.J, an;; NM oFB/BBua) 
Being the NW/4 of Section 30, T-19-3, l-L-3::-E 

i n a d d i t i o n t o the above t r a c t s , they also _Bian t o commingle 
the follovJing p r o p e r t i e s , a f t e r production i s e s t a b l i s h e d : 

Dozier Federal Lease (NM 0354775 and NM 0175771) 
Being the 0".;/, of Section i 4 , T-19-3, B-31--,, Body ..ouuty 

J'oneJ Federal Unit ':A:: (NM 0107^97, BM 014-5'. BM e5^o3} 
B - i r g the Bd/4 of Section 25, T-lg-S, ..- , . - B Bady County 

Teaee-Nou Mexico r i p e Line Company v ; i l l run the uBl from the 
c e n t r a l Batt-^r^ . una concurs u l t h the arodeeer's a_.:: 1-..-nation to 
c o u . v l n l j tla_.se leases. 

Very t n ; l y youas, 

TEXAS-NEV/ MEXICO uli,_, LIBE COMPnBY 



Table No. 1 

Division of Lease Ownership 

Jones Federal Lease, SW/4 of Section 23, NE/4 and Sw/4 of Section 25, NE/4 
and SW/4 of Section 26, a l l i n T-19-S, R-31-E, Eddy County, New Mexico 

Tenneco Oil Company 
Continental Oil Company 
United States Geological Survey 
Martin Yates I I I & S. P. Yates 

.427500 VJI 

.427500 WI 

.125000 RI 

.020000 ORRI 

Jones Federal "B ' Lease, SE/4 of Section 23, NW/4 and SE/4 of Section 25, 
NW/4 and SE/4 of Section 26, a l l i n T-19-S, R-31-E, Eddy County, New Mexico. 

Tenneco Oil Company 
Continental Oil Company 
United States Geological Survey 
Marathon Oil Company 
Martin Yates I I I & S. P. Yates 

.412500 WI 

.412500 WI 

.125000 RI 

.030000 ORRI 

.020000 ORRI 

Jones Federal "C" Lease, SW/4 of Section 24, T-19-S, R-31-E, Eddy County, 
New Mexico 

Tenneco Oil Company .420664* WI 
Continental Oil Company .420664* WI 
United States Geological Survey .125000* RI 
Martin Yates I I I & S. P. Yates .020000 ORRI 
Ruby English .008544 ORRI 
Leroy English .001709 ORRI 
Evelyn Ann Woods .000427 ORRI 
Patricia Eileen Peck & guardian Evelyn Ann Woods .000641 ORRI 
Evelyn Ann English 8s guardian Evelyn Ann Woods .000641 ORRI 
Stanley G. English & mother,Juretta L. English .000570 ORRI 
William B. English 8s mother, Juretta L. English .000570 ORRI 
J. Kathleen English 85 mother, Juretta L. English .000570 ORRI 

*Subject to sliding scale royalty of 12.5$ to 32$. 

Jones Federal "D" Lease, NW/4 of Section 24, T-19-S, R-31-E, Eddy County, 
New Mexico 

Tenneco Oil Company 
Continental O i l Company 
United States Geological Survey 
Marathon Oil Company 
Martin Yates I I I & S.P. Yates 

.412500* WI 

.412500* WI 

.125000* RI 

.030000 ORRI 

.020000 ORRI 

*Subject to s l i d i n g scale roya l t y o f 12.5$ to 32$. 



-2-

Jones Federal E" Lease, NE/4 of Section 23, T-19-S, R-31-E, Eddy County, 
New Mexico 

Tenneco Oil Company .320625 WI 
Continental Oil Company .320625 WI 
D. H. Byrd .213750 WI 
United States Geological Survey .125000 RI 
Martin Yates I I I & S.P.Yates .020000 ORRI 

Jones Federal Unit, NE/4 of Section 24, T-19-S, R-31-E, Eddy County, 
New Mexico 

Tenneco Oil Company .206250* WI 
Continental O i l Company .206250* WI 
Southern New Mexico O i l Corporation for 

Lusk Deep Unit .437500 WI & ORRI 
United States Geological Survey .125000* RI 
Marathon Oil Company .015000 ORRI 
Martin Yates I I I & S. P. Yates .010000 ORRI 

*Subject to sliding scale royalty of 12.% to 32$ on the w/2 of the NE/4. 

Sweeney Federal Lease, SW/4 of Section 13, T-19-S, R-31-E, Eddy County, 
New Mexico 

Tenneco Oil Company .543750 WI 
Continental O i l Company .103125 WI 
Pan American Petroleum Corporation .103125 WI 
United States Geological Survey .125000 RI 
H. N. Sweeney and Barbara B. Sweeney .012500 ORRI 
Don Engle and Homer E. Dickes .037500 ORRI 
Elsie G. Gorman .025000 ORRI 
H. N. Sweeney and Barbara B. Sweeney .025000* PPI 
Elsie G. Gorman .025000# PPI 

*Production payment of $80,000 reverting to Tenneco O i l Company upon 
f i n a l payment. 

^Production payment of $40,000 reverting 1/2 to Tenneco Oil Company, l/4 
to Continental Oil Company and l/4 to Pan American Petroleum Corporation 
upon f i n a l payment. 

Delhi-Federal Lease, NW/4 of Section 30, T-19-S, R-32-E, Lea County, New Mexico 

Tenneco Oil Company .208191 WI 
Continental Oil Company .208191 WI 
Phillips Petroleum Company .216692 WI 
Kerr-McGee Oil Industries, Inc. .216691 WI 
United States Geological Survey .125000 RI 
Marathon Oil Company .015141 ORRI 
Martin Yates I I I & S. P. Yates .010094 ORRI 



Jones Federal Unit "A", NW/4 of Section 23, T-19-S, R-3I-E, Eddy County, 
New Mexico 

Tenneco Oil Company .308125 WI 
Continental Oil Company .308125 WI 
Great Western Drilling Company .218750 WI 
United States Geological Survey .125000 RI 
Karathon Oil Company .005000 ORRI 
Martin Yates I I I & S. P. Yates .010000 ORRI 
Elsie G. Gorman and B. R. Gorman .012500 ORRI 
Don Angle and Homer E. Dickes .012500 ORRI 

Dozier Federal Lease, SW/4 of Section Ik, T-19-S, R-31-E, Eddy County, 
New Mexico 

Tenneco Oil Company .618750 WI 
E l Paso Natural Gas Company .218750 WI 
United States Geological Survey .125000 RI 
Thomas L. Dozier & Doris Dozier .037500 ORRI 



RECEIPT FOR CERTIFIED MAIL—21 
SENT TO 

Mr. & Mrs. Don Angle 
STREET AND NO. 

510 W. Texas 
CITY. STATE. AND ZIP CODE 

Artes i a , New Mexico 
If you want a return receipt, check which 

•
10t shows I I 35t shows to whom, 
to whom 1 J when, and address 
and when where delivered 
delivered 

FEES ADDITIONAL TO 20i FEE 

If you "w 
delivery | 
to addre: 
check he 

• soil 
POD Form 380(1 NO I N S U U N C F f n u p p j c c D D A U i n i 

RECEIPT FOR CERTIFIED MAIL—2C 
SENT TO 

Mr. and Mrs. Homer E. Dickes ; 

STREET AND NO. 

510 West Texas 
CITY. STATE. AND ZIP CODE 

Artes ia , New Mexico 
If you want a return receipt, check which 

•
10t shows I I 35t shows to whom, 
to whom I I when, and address 
and when where delivered 
delivered 

If you w 
delivery c 
to addres 
check het 

• SOU: FEES ADDITIONAL TO 1(U FEW: 

RECEIPT FOR CERTIFIED MAIL—% 
SENT TO 

Mr. aad Mrs. T homas L. Doziei 
STREET AND NO. 

klO Sosaya Lane 
CITY. STATE, AND ZIP CODE 

Santa Fej Nev Mexico 
If you want a return receipt, check which 

•
lOt shows ( | 35t shows to whom, 
to whom [ I when, and address 

—1—~ where delivered and when 
delivered 

If you w 
delivery t 
to addrei 
check he 

FEES ADDITIONAL TO 20b FEE • SOU 

pnn Cnrm mnn un 

RECEIPT FOR CERTIFIED MAIL—21 

Juret ta L. English, 
STREET AND NO. 

l801 Knudsen Avenue 
CITY. STATE. AND ZIP CODE 

Farmington. New Mexico 
If you want a return receipt, check which 

•
10t shows I \35t shows to whom, 
to whom j j when, and address 
and when where delivered 
delivered 

FEES ADDITIONAL TO 20b FEE 

If you "v 
delivery 
to addre^ 
check ht 

• 
POD Form 3300 NO I N S U R A N C E C O V E R A G E P R O V I D 
July 1963 NOT F O R I N T E R N A T I O N A L M A I L 
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RECEIPT FOR CERTIFIED MAIL—200 
SENT TO 

Leroy E n g l i s h 

POSTMARK 
OR DATE 

STREET AND NO. 

Box 577 

POSTMARK 
OR DATE 

CITY, STATE. AND ZIP CODE 

Farmineton . New Mexico 

POSTMARK 
OR DATE 

If you want a return receipt, check which 
I \10t shows I \35t shows to whom, 
I 1 to whom I j when, and address 

and when where delivered 
delivered 

FEES ADDITIONAL TO 20t FEE 

II you want 
delivery only 
to addressee, 
check here 

S0t lee 

RECEIPT FOR CERTIFIED MAIL—200 \ 
SENT TO 

Ruby E n g l i s h , Es ta te 
POSTMARK 
OR DATE 

STREET AND NO. 

652 F i f t h Avenue 
CITY, STATE. AND ZIP CODE 

Durango, Colorado 
//you want a return receipt, check which 
r^n lot shows I \3St shows to whom, 
j 1 to whom 1 I when, and address 

and when where delivered 
delivered 

FEES ADDITIONAL TO 20i FEE 

If you want 
delivery only 
to addressee, 
check here 

[__] SOt tee 

RECEIPT FOR CERTIFIED MAIL—200 
SENT TO 

Mr. & Mrs. B. R. Gorman 
STREET AND NO. 

Box 871 
CITY, STATE. AND ZIP CODE 

Artes ia , New Mexico 
If you want a return receipt, check which 

•
10t shows [ I 35t snows to whom, 
to whom I J when, and address 
and when where delivered 
delivered 

FEES ADDITIONAL TO 20b FEE 

If you want 
delivery only 
to addressee, 
check here 

• SOtlee 

RECEIPT FOR CERTIFIED MAIL—200 
SENT TO 

Sadie C. Jones 
STREET AND NO. 

50m 6th Avenue North 
CITY, STATE, AND ZIP CODE 

pt., Pfitiershiirg, F lor ida 
If you want a return receipt, check which 

•
lOt shows I I 35t shows to whom, 
to whom I j when, ana* address 
and when where delivered 
delivered 

FEES ADDITIONAL TO 20b FEE 

If you want 
delivery only 
to addressee, 
check here 

• SOtiee 

POD Form 3800 NO I N S U R A N C E C O V E R A G E P R O V I D E D — 
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RECEIPT FOR CERTIFIED MAIL—200 
SENTTO j .M.Kackley& J .H.Morr is , 
Trustees, 

STREET AND NO. 

-EMr-st Nat ional Bldg. 
CITY. STATE. AND ZIP CODE 

Tulsa, Okla. 
If you want a return receipt, check which 

•
lOt shows I I 35t shows to whom, 
to whom I I when, and address 
and when where delivered 
delivered 

FEES ADDITIONAL TO 20b FEE 

If you 
delivery 
to addr, 
checkh 

• sot 

RECEIPT FOR CERTIFIED MAIL—21 
SENT TO 

Marathon O i l Co. 
STREET AND NO. 

Box 552 : 
CITY. STATE. AND ZIP CODE 1 

Midland, Texas 
If you want a return receipt, check which 

•
10t shows I \ 35t shows to whom, 
to whom j when, and address 
and when where delivered 
delivered 

FEES ADDITIONAL TO 20b FEE 

If you 1 
delivery 
to addr* 
check h 

• SOt 

RECEIPT FOR CERTIFIED MAIL—2 
SENT TO 

Mr. & Mrs. H.N. Sweeney 
STREET AND NO. 

CITY. STATE. AND ZIP CODE 

R O S - W P I 1 j W P V M e x i c o 

POSTMARK 
OR DATE 
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If you want a return receipt, check which 

•
lOt shows \~~[35t shows to whom, 
to whom when, and address 
and when 
delivered 

where delivered 

If you want 
delivery only 
to addressee, 
check here 

FEES ADDITIONAL TO 20i FEE • 50tfee 

RECEIPT FOR CERTIFIED MAIL—200 
SENT TO 

Evelyn Ann Woods 
POSTMARK > 
OR DATE 

STREET AND NO. 

Route 1, Box 1 

POSTMARK > 
OR DATE 

CITY. STATE, AND ZIP CODE 

.FARMINGTON, NEW MEXICO 

POSTMARK > 
OR DATE 

If you want a return receipt, check which 
r~"| lOt shows I 1 3$t shows to whom, 
J I to whom I j when, and address 

and when where delivered 
delivered 

FEES ADDITIONAL TO 20b FEE 

// you want 
delivery only 
to addressee, 
check here 

LZ] 50* fee 

RECEIPT FOR CERTIFIED MAIL—20̂  
SENT TO 

YATES DRILLING CO. 
POSTMARK 
OR DATE 

STREET AND NO. 

309 Carper Bldg. 

POSTMARK 
OR DATE 

CITY. STATE. AND ZIP CODE 

Ar te s i a . New Mexico 

POSTMARK 
OR DATE 

If you want a return receipt, check which 
1 1 lOt shows I 1 3$t shows to whom, 
I I to whom [ when, and address 

and when where delivered 
delivered 

FEES ADDITIONAL TO 20b FEE 

If you want 
delivery only 
to addressee, 
check here 

LZ] 50* fee 
POD Form 3800 N O I N S U R A N C E C O V E R A G E P R O V I D E D — ( S e e o t h e r s i d e 
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RECEIPT FOR CERTIFIED MAIL—20c! 
SENT TO 

D. H. Byrd 
STREET AND NO. 

1110 Tower Petroleum Bide . 
CITY, STATE. AND ZIP CODE 

D a l l a s , Texas 
//you want a return receipt, check which 
1 \!0t shows 1 I 35t shows to whom, 
1 | to whom when, and address 

and when where delivered 
delivered 

// you v 
delivery: 
to addre; 
check ht 

FEES ADDITIONAL TO 20i FEE 

// you v 
delivery: 
to addre; 
check ht 

RECEIPT FOR CERTIFIED MAIL—2( 
SENT TO 

Cont inental O i l ComDanv 
STREET AND NO. 

Box 460 
CITY, STATE, AND ZIP CODE 

If you want a return receipt, check which 
1 1 lOt shows j | 3St shows to whom, 
\ 1 to whom | 1 when, and address 

and when where delivered 
delivered 

If you w 
delivery c 
to addres 
check hei 

LZ] 50* /. FEES ADDITIONAL TO 20i FEE 

If you w 
delivery c 
to addres 
check hei 

LZ] 50* /. 

RECEIPT FOR CERTIFIED MAIL—2C 
SENT TO 

E l Paso Natural Gas Co. 
STREET AND NO. 

P.O. Box 14-92 
CITY. STATE, AND ZIP CODE 

E l Paso, Texas 
If you want a return receipt, check which 

•
lOt shows I I 35t shows to whom 
to whom I when, and address 
and when where delivered 
delivered 

FEES ADDITIONAL TO 20t FEE 

If you ~w 
delivery c 
to addres 
check he, 

• son< 

RECEIPT FOR CERTIFIED MAIL—2f 
SENT TO 

Great Western D r i l l i n g Co. 
STREET AND NO. 

Box 1659 
CITY, STATE. AND ZIP CODE 

Midland. Texas 
If you want a return receipt, check which 

•
lOt shows j I 35t shows to whom, 
to whom I j when, and address 
and when where delivered 
delivered 

FEES ADDITIONAL TO 20b FEE 

If you 1 
delivery 
to addrt 
check h 

• 501 

POD Form 3800 NO I N S U R A N C E C O V E R A G E P R O V ID 
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RECEIPT FOR CERTIFIED MAIL—200 

RECEIPT FOR CERTIFIED MAIL—200 

Phi l l ips Petroleum Company 
STREET AND NO. 

Phil l ips Bldg. 
CITY. STATE, AND ZIP CODE 

Odessa, Texas 
If you want a return receipt, check which 

•
lOt shows I I 3$t shows fo whom, 
to whom when, and address 
-*-"J where delivered and when 
delivered 

If you want 
delivery only 
to addressee, 
check here 

FEES ADDITIONAL TO 20b FEE • SOtlee 

RECEIPT FOR CERTIFIED MAIL—200 
SENT TO 

Southern New Mexico O i l Corp. 
STREET AND NO. 

Box 1659 
CITY. STATE, AND ZIP CODE 

Midland, Texas 
If you want a return receipt, check which 

•
10t shows j I 35t shows to whom, 
to whom j j when, and address 
and when where delivered 
delivered 

FEES ADDITIONAL TO 20b FEE 

If you want 
delivery only 
to addressee, 
check here 

• SOtlee 

SENT TO 

Kerr-McGee O i l Indus t r ies , Inc . 
POSTMARK f 
OR DATE J 

STREET AND NO. 

Kerr-McGee Bldg. 

POSTMARK f 
OR DATE J 

CITY. STATE, AND ZIP CODE 

Oklahoma C i t y , Okla. 

POSTMARK f 
OR DATE J 

If you want a return receipt, check which 
j 1 lOt shows I ! 35t shows to whom, 

to whom 1 1 when, and address 
and when l ~ 1 where delivered 
delivered 

FEES ADDITIONAL TO 20t FEE 

If you want 
delivery only 
to addressee, 
check here 

EH 50* fee 

RECEIPT FOR CERTIFIED MAIL—200 
SENT TO 

Pan American Petroleum Corp. 
POSTMARK 
OR DATE 

STREET AND NO. 

Box 68 
CITY, STATE. AND ZIP CODE 

If you want a return receipt, check which 
\ 110t shows 1 1 35t shows to whom, 

j to whom 1 1 when, and address 
and when where delivered 
delivered 

FEES ADDITIONAL TO 20b FEE 

If you want 
delivery only 
to addressee, 
check here 

CZ1 50* fee 

POSTMARK 
OR DATE 

POSTMARK 
OR DATE 

POD Form 3800 NO I N S U R A N C E C O V E R A G E P R O V I D E D — 
July 1963 N O T F O R I N T E R N A T I O N A L M A I L 

(See other side 
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2-23-65 

AGREEMENT TO COMMINGLE PRODUCTION 

THIS AGREEMENT, made and en te red i n t o t h i s / / . v day o f 
//ux L.j [\ , 1965, by and between Tenneco O i l Company, 

a Delaware c o r p o r a t i o n , whose address i s Four th F l o o r , 201 W a l l 
B u i l d i n g , Mid land , Texas, h e r e i n a f t e r sometimes r e f e r r e d t o as 
"Operator" , and the o the r undersigned p a r t i e s , h e r e i n a f t e r some
times r e f e r r e d to as "Royal ty Owners". 

W I T N E S S E T H , T H A T : 

WHEREAS, pursuant to an agreement dated the A", cA day of 
'}//-*. i < ̂  , 1965, made and entered i n t o by and between 

Operator and the other owners of certain leasehold estates i n and 
to the lands described i n Exhibit "A", Operator was designated the 
Operator of said leases and lands insofar as the same cover and 
apply to the o i l and associated l i q u i d hydrocarbons producible from 
the Strawn Formation underlying the lands described i n said Exhibit; 
and 

WHEREAS, Royalty Owners are the owners of ro y a l t y , overriding 
royalty or other interests i n the o i l and associated l i q u i d hydro
carbons which may be i n or producible from the Strawn Formation 
underlying the lands described i n Exhibit "A"; and 

WHEREAS, i t i s the desire of the parties hereto that Operator 
s h a l l have the r i g h t to meter a l l o i l and associated l i q u i d hydro
carbons produced from the Strawn Formation underlying the lands 
described i n Exhibit "A", through wells operated by Operator on 
said lands, i n t o a common tank or i n t o common tanks i n order to 
more e f f i c i e n t l y handle such production with a minimum loss there
of and to secure the benefits that may resu l t from such operations. 

NOW, THEREFORE, for and i n consideration of the mutual covenants 
and agreements hereinafter contained and f o r the benefits to be de
rived therefrom, the parties hereto do hereby covenant, contract and 
agree as follows: 

I . 

As used i n t h i s agreement, the terms herein contained s h a l l have 
the following meaning: 

A. Tract - sh a l l mean that spacing or proration u n i t prescribed 
by the New Mexico O i l Conservation Commission fo r the production of 
o i l and associated l i q u i d hydrocarbons from the Strawn Formation 
underlying the lands described i n the Schedule of Leases which i s 
attached hereto, marked Exhibit "A" and made a part hereof. 

B. Commingled Substances - sha l l mean o i l and associated l i q u i d 
hydrocarbons which may be produced from any Tract subject to t h i s 
agreement and delivered i n t o any common tank or tanks pursuant to 
the terms hereof. 

I I . 

The parties hereto do hereby give and grant Operator the r i g h t 
t o commingle a l l Commingled Substances which are produced from a l l 
Tracts subject hereto i n t o a common tank or common tanks. A l l 
Commingled Substances s h a l l be metered by the means of a positive 
displacement meter p r i o r t o delivering such Commingled Substances 
i n - t - o s ^ i r l +-anlc n r -hanks . 



I I I . 

Operator agrees t o keep accurate records of a l l Commingled 
Substances metered from each Tract and delivered i n t o any common 
tank or tanks pursuant to t h i s agreement. Operator further agrees 
to keep accurate records of a l l Commingled Substances sold and a l l 
Commingled Substances remaining on hand a f t e r each sale. 

IV. 

For the purpose of calculating the amount of Commingled Sub
stances a t t r i b u t a b l e to each Tract and commingled i n t o any common 
tank or tanks hereunder, each Tract w i l l be given cr e d i t f o r a l l 
Commingled Substances sold from the common tank or tanks i n the 
proportion that the amount of Commingled Substances metered from 
each Tract bears to the t o t a l amount of a l l Commingled Substances 
metered from a l l Tracts hereunder and delivered i n t o the common 
tank or tanks. A l l Commingled Substances so metered sh a l l be 
corrected f o r basic sediment and water content. Any difference 
i n the amount of Commingled Substances metered hereunder and the 
amount thereof on hand at the time of sale r e s u l t i n g from shrinkage 
or vapor loss s h a l l be deducted proportionately from the amount of 
Commingled Substances a t t r i b u t a b l e t o each Tract. Any Commingled 
Substances remaining i n the tank or tanks af t e r any sale s h a l l be 
at t r i b u t e d to each Tract i n the same proportion and any future 
a l l o c a t i o n or sale of Commingled Substances s h a l l be adjusted to 
give e f f e c t to Commingled Substances remaining on and a f t e r the 
immediately preceding sale. 

V. 

The Commingled Substances allocated to each Tract s h a l l be 
di s t r i b u t e d among, or accounted f o r t o , the parties e n t i t l e d to 
share i n the production from such Tract i n the same manner, i n 
the same proportions and upon the same conditions as they would 
have participated and shared i n the production from such Tract, 
or i n the proceeds thereof, had t h i s agreement not been entered 
i n t o , with the same legal e f f e c t . 

VI. 

Neither t h i s agreement nor anything contained herein s h a l l 
constitute the relationship of an agency, partnership, j o i n t ven
ture or any other such e n t i t y , whether herein enumerated or other
wise, nor s h a l l t h i s agreement be construed to provide, d i r e c t l y 
or i n d i r e c t l y , f o r any cooperative r e f i n i n g , j o i n t sale or market
ing of Commingled Substances. 

V I I . 

This agreement may be executed i n any number of counterparts 
with the same force and e f f e c t as i f a l l parties hereto had exe
cuted one and the same instrument and sh a l l be binding upon a l l 
parties who execute t h i s agreement, regardless of whether a l l 
parties hereto execute the same. 

V I I I . 

The terms, provisions and conditions hereof shall be deemed 
to be covenants running with the lands and leases described i n 
Exhibit "A" and s h a l l be binding upon the parties hereto, t h e i r 
respective h e i r s , administrators, executors, personal represen
t a t i v e s , successors and assigns. 



IN WITNESS WHEREOF, this instrument i s executed as of the day 
and year f i r s t above written, but effective as of the effective 
date of the aforesaid Operating Agreement dated the / C . c/ day of 

7/ /*A c/, , 1965. 

TENNECO O I L COMPANY 

By 

"OPERATOR" 

Agent and Attorney-in-Fact 

Don Angle 

wife of Don Angle 
Angle, 

Martha C. Byrd, 
wife of D. H. Byrd 

Grover R. Castle, Trustee 

ATTEST: CHEMICAL BANK NEW YORK TRUST COMPANY 

Secretary 
By 

President 

Homer E. Dickes 

Dickes, 
wife of Homer E . Dickes 

Thomas L . Dozier 

Dons Dozier 
wife of Thomas L. Dozier 

ATTEST: DRAKE CORPORATION 

Secretary 
By 

President 



IN WITNESS WHEREOF, this instrument is executed as of the day .... 
and year first above written, but effective as of the effective 
date of the aforesaid Operating Agreement dated the /••' day of ,"' 

J, • • > , 1965. ~~ ; iZ' 

TENNECO OIL COMPANY 

By 
Agent and A t t o r n e y e y - i n - F a c t 

"OPERATOR" 

Don Angle 

w i f e o f Don Angle 
Ang le , 

\ C. B y r d , J V 
\4? n U n i r r ^ V 

Martha 
wife of D. H. Byrd 

Grover R. C a s t l e , Trustee 

ATTEST: CHEMICAL BANK NEW YORK TRUST COMPANY 

Secretary 
By 

President 

Homer E. Dickes 

Dickes, 
wife of Homer E. Dickes 

Thomas L. Dozier 

Doris Dozier 
wife of Thomas L. Dozier 

ATTEST: DRAKE CORPORATION 

Secretary 
By 

President 



IN WITNESS WHEREOF, t h i s instrument i s executed as of the day 
and year f i r s t above w r i t t e n , but e f f e c t i v e as of the e f f e c t i v e 
date of the aforesaid Operating Agreement dated the // ( / day of 

•,//.,- • /, , 1965. 

TENNECO OIL COMPANY 

By v- y . , . <•/ 
Agent and Attorney-in-Fact 

"OPERATOR" 

Don Angle 

Angle, 
w i f e of Don Angle 

Martha C. Byrd, 
w i f e o f D. H. Byrd 

K. 
Grover R. Castle, Trustee 

ATTEST: CHEMICAL BANK NEW YORK TRUST COMPANY 

J / 
A 

C U + ^ J ^ U - Secretary 
By / / 

sident Pre si 

Homer E. Dickes 

Dickes, 
w i f e o f Homer E. Dickes 

Thomas L. Dozier 

Doris Dozier 
wife of Thomas L. Dozier 

ATTEST: DRAKE CORPORATION 

Secretary 
By 

President 



IN WITNESS WHEREOF, this instrument i s executed as of the day 
and year f i r s t above written, but effective as of the effective 
date of the aforesaid Operating Agreement dated the / / J day of 

V- - • i , 1965. 

"7 

".* v- ,' 

TENNECO OIL COMPANY 

N 
B v ( ^ 'Jill luy-cfi c c . ( (( 

Agent and Attorney-in-Fact 

"OPERATOR" 

Don Angle 

wife of Don Angle 
Angle, 

Martha C. Byrd, 
wife of D. H. Byrd 

Grover R. Castle, Trustee 

ATTEST: CHEMICAL BANK NEW YORK TRUST COMPANY 

Secretary 
By 

President 

Homer E. Dickes 

Dickes,~ 
wife of Homer E. Dickes 

Thomas L. Dozier 

Doris Dozier 
wife of Thomas L. Dozier 

ATTEST: DRAKE CORPORATION 

Secretary 
By 

President 

-3-



Juretta L. English, as Guardian 
for Stanley G. English, William D, 
English and J . Kathleen English, 
a l l minors 

Leroy English 

Ruby English, a widow 

B. R. Gorman 

El s i e G. Gorman, 
wife of B. R. Gorman 

Sadie C. Jones, a widow 

J. M. Kackley, Trustee 

J. H. Morris, Trustee 
Surviving Trustees in Liquidation 
for the Stockholders of Buffalo 
Oi l Company 

ATTEST: MARATHON OIL COMPANY 

Secretary 
By 

President 

ATTEST: 

Assistant .Secret 

NEW YORK LIFE INSURANCE COMPANY 

H. N. Sweeney 

Barbara B. Sweeney, 
wife of H. N. Sweeney 



ATTEST: YATES DRILLING COMPANY 

B y . 
Secretary President 

MartinYates, I I I 

Yates, 
wife of Martin Yates, I I I 

S. P. Yates 

Yates, 
wife of S. P. Yates 

Evelyn Ann Woods,a widow 

Evelyn Ann Woods, as Guardian f o r 
Evelyn Ann English and Pa t r i c i a 
Eileen Peck, both minors 

"ROYALTY OWNERS" 



EXHIBIT "A" 

At tached t o and made a p a r t o f t h a t c e r t a i n 
Agreement t o Commingle Produc t ion dated the 

/ ( ifx day o f y)/At cA , 1965. 

SCHEDULE OF LEASES 

Lease No. 1 : 

Lessor: 
Lessee of Record: 
Lease Committed By: 
S e r i a l Number of Lease: 
Date of Lease: 
Description of Lands 
Subject to Agreement: 

Number of Acres: 

United States of America 
H. N . Sweeney 
Tenneco O i l Company 
NM 0309377-A (formerly NM 09003) 
A p r i l 1, 1953 

Township 19 South, Range 31 East 
section 13:—NE/4 SW/4 
40 

Lease No. 2: 

Lessor: 
Lessee of Record: 
Lease Committed By: 
Serial Number of Lease: 
Date of Lease: 
Description of Lands 
Subject to Agreement: 

Number of Acres: 

United States of America 
Els i e G. Gorman 
Tenneco Oil Company 
NM 09003 
April 1, 1953 

Township 19 South, Range 31 East 
Section 13: W/2 SW/4 
80 

Lease No. 3: 

Lessor: 
Lessees of Record: 

Lease Committed By: 

Serial Number of Lease: 
Date of Lease: 
Description of Lands 
Subject to Agreement: 

Number of Acres: 

United States of America 
Pan American Petroleum Corporation 
and Continental Oil Company 
Pan American Petroleum Corporation 
and Continental Oil Company 
NM 0309377 (formerly NM 09003) 
April 1, 1953 

Township 19 South, Range 31 East 
Section 13: SE/4 SW/4 
40 

Lease No. 4: 

Lessor: 
Lessee of Record: 
Lease Committed By: 
Serial Number of Lease: 
Date of Lease: 
Description of Lands 
Subject to Agreement: 

Number of Acres: 

United States of America 
Thomas L. Dozier 
Tenneco Oil Company 
NM 0554775 
September 1, 196 4 

Township 19 South, Range 31 East 
Section 14: N/2 SW/4, SE/4 SW/4 
120 



Lease INO. 5: 

Lessor: 
Lessee of Record: 
Lease Committed By: 
S e r i a l Number of Lease: 
Date of Lease: 
Description of Lands 
Subject t o Agreement: 

Number of Acres: 

Lease Uo. 6: 

Lessor: 
Lessee of Record: 
Lease Committed By: 
S e r i a l Number of Lease: 
Date of Lease: 
Description of Lands 
Subject to Agreement: 

Number of Acres: 

Lease No. 7: 

Lessor: 
Lessees of Record: 
Lease Committed 3y: 

S e r i a l Number of Lease: 
Date of Lease: 
Description of Lands 
Subject t o Agreement: 

Number of Acres: 

Lease No. 8: 

Lessor: 
Lessees of Record: 

Lease Committed By: 

S e r i a l Number of Lease: 
Date of Lease: 
Description of Lands 
Subject t o Agreement: 

Number of Acres: 

Lease No. 9 

Lessor: 

Lessees of Record: 

Lease Committed By: 

S e r i a l Number of Lease: 

E x h i b i t "A" 

United States of America 
E l Paso Natural Gas Company 
El Paso Natural Gas Company 
NM 0175771 
July 1 , 1961 

Township 19 South, Range 31 East 
Section 14: SW/4 SW/4 
40 

United States of America 
Great Western D r i l l i n g Company 
Great Western D r i l l i n g Company 
NM 0149954 
March 1, 1961 

Township 19 South, Range 31 East 
Section 2 3: NW/4 NW/4 
40 

United States of America 
Homer E. Dickes and Don Angle 
Tenneco O i l Company and 
Continental O i l Company 
NM 0900 3 
A p r i l 1, 1953 

Township 19 South, Range 31 East 
Section 23: NE/4 NW/4 
40 

United States of America 
Tenneco O i l Company, Continental 
O i l Company and D. H. Byrd 
Tenneco O i l Company, Continental 
O i l Company and D. H. Byrd 
NM 0107697 (formerly LC 029358) 
January 1, 19 40 

Township 19 South, Range 31 East 
Section 23: W/2 NE/4 
80 

United States of America 
Tenneco O i l Company and 
Continental O i l Company 
Tenneco O i l Company and 
Continental O i l Company 
NM 0107697 (formerly LC 029358) 

- Paqe 2 



Lease No. 9 (Continued): 

Date of Lease: 
Description of Lands 
Subject t o Agreement: 

Number of Acres 

January 1, 19 40 

Township 19 South, Range 31 East 
Section 2 3 
S/2 NW/4 
Section 24 
Section 2 5 
Section 26 

E/2 NE/4, SE/4, SW/4, 

W/2, W/2 NE/4 
A l l 
A l l 

Township 19 South, Range 32 East 
Section 30: Lots 1 and 2 (W/2 NW/4) 
2241.52 

Lease No. 10: 

Lessor: 
Lessee of Record: 
Lease Committed By: 
S e r i a l Number of Lease: 
Date of Lease: 
Description of Lands 
Subject t o Agreement: 

Number of Acres: 

United States of America 
Sadie C. Jones 
Southern New Mexico O i l Corporation 
LC 029358 
January 1, 19 40 

Township 19 South, Range 31 East 
Section 24: E/2 NE/4 
80 

Lease No. 1 1 : 

Lessor: 
Lessees of Record: 

Lease Committed By: 

S e r i a l Number o f Lease: 
Date o f Lease: 
D e s c r i p t i o n o f Lands 
Subjec t t o Agreement: 

Number o f Acres: 

Uni ted States o f America 
P h i l l i p s Petroleum Company and 
Kerr-McGee O i l I n d u s t r i e s , I n c . 
P h i l l i p s Petroleum Company and 
Kerr-McGee O i l I n d u s t r i e s , I n c . 
NM 010 7698 
August 1 , 19 51 

Township 19 South, Range 32 East 
Sect ion 30: E/2 NW/4 
80 

A l l in Lea and Eddy Counties, New Mexico. 

Exhibit "A" - Page 3 
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2-22-65 

OPERATING AGREEMENT 
FOR THE 

JONES AUTOMATIC CUSTODY TRANSFER FACILITY 

THIS AGREEMENT, made and e n t e r e d i n t o t h i s / / ' day o f 
7/7 - • /-• , 19 6 ^ _ , hy and between Tenneco O i l Company, 

a Delaware c o r p o r a t i o n , whose address i s F o u r t h F l o o r , 201 W a l l 
B u i l d i n g , M i d l a n d , Texas , h e r e i n a f t e r sometimes r e f e r r e d t o as 
" O p e r a t o r " , and D. H . B y r d , an I n d i v i d u a l , whose address i s 

, C o n t i n e n t a l O i l Company, a D e l -
aware c o r p o r a t i o n , whose address i s , 
E l Paso N a t u r a l Gas Company, a Delaware c o r p o r a t i o n , whose address 
i s P. 0 . Box 1492, E l Paso, Texas , G r e a t Western D r i l l i n g Company, 
a c o r p o r a t i o n , whose address i s 

, Kerr-McGee O i l I n d u s t r i e s , I n c . , a 
c o r p o r a t i o n , whose address i s , 
Pan Amer ican P e t r o l e u m C o r p o r a t i o n , a Delaware c o r p o r a t i o n , whose 
address i s , P h i l l i p s 
P e t r o l e u m Company, a c o r p o r a t i o n , whose address i s 

, and S o u t h e r n New Mexico 
O i l C o r p o r a t i o n , a c o r p o r a t i o n , whose address i s 

, h e r e i n a f t e r c o l -
l e c t i v e l y r e f e r r e d t o as " N o n - O p e r a t o r " . 

W I T N E S S E T H , T H A T : 

WHEREAS, t h e p a r t i e s h e r e t o own c e r t a i n i n t e r e s t s i n and t o 
o i l and gas leases c o v e r i n g t h e l ands d e s c r i b e d i n E x h i b i t " A " ; 
and 

WHEREAS, i n o r d e r t o promote c o n s e r v a t i o n and t o p r e v e n t w a s t e , 
t he p a r t i e s h e r e t o d e s i r e t o p r o v i d e f o r a method o f a l l o c a t i n g 
c e r t a i n c o s t s and expenses w h i c h may have been and w h i c h may h e r e 
a f t e r be i n c u r r e d i n a c q u i r i n g , c o n s t r u c t i n g , i n s t a l l i n g , m a i n t a i n 
i n g , and o p e r a t i n g an a u t o m a t i c c u s t o d y t r a n s f e r f a c i l i t y f o r t h e 
measu r ing o f o i l and a s s o c i a t e d l i q u i d h y d r o c a r b o n s w h i c h may be 
p r o d u c e d f r o m the S t rawn F o r m a t i o n u n d e r l y i n g t h e l ands s u b j e c t t o 
t h i s agreement and t o p r o v i d e f o r t h e o w n e r s h i p o f such f a c i l i t y and 
a l l m a t e r i a l and equ ipment necessa ry f o r t h e o p e r a t i o n t h e r e o f . 

NOW, THEREFORE, f o r and i n c o n s i d e r a t i o n o f t h e m u t u a l cove 
n a n t s and agreements h e r e i n a f t e r c o n t a i n e d and f o r t he b e n e f i t s 
t o be d e r i v e d t h e r e f r o m , t he p a r t i e s h e r e t o do he reby c o v e n a n t , 
c o n t r a c t and agree as f o l l o w s : 

I . 

Definitions 

As used i n this agreement, the following d e f i n i t i o n s s h a l l 
apply: 

A. Party - sha l l mean any company, partnership, corporation 
or i n d i v i d u a l executing t h i s agreement, a counterpart thereof, or 
agreeing t o be bound by the terms of t h i s agreement. A l l refer
ences to any party s h a l l be i n the neuter gender, whether such 
party i s a company, partnership, corporation or an i n d i v i d u a l , 
either male or female. 

B. Parties - sh a l l mean any combination of two or more com
panies, corporations, partnerships or individuals defined as a 
party hereinabove. 

C. Operator - sh a l l mean Tenneco O i l Company, acting i n such 
capacity and any Party who assumes the duties of the Operator under 
the terms and provisions of t h i s agreement. 



D. Non-Operator - s h a l l mean a l l P a r t i e s , except Operator, 
and may be r e f e r r e d t o i n the s i n g u l a r or i n the p l u r a l . 

E. F a c i l i t y - s h a l l mean and r e f e r t o the automatic c o n t r o l 
t r a n s f e r f a c i l i t y which i s constructed, i n s t a l l e d and operated pur
suant to t h i s agreement together w i t h a l l l i n e s , tanks, measuring 
devices, separators not serving any one p a r t i c u l a r Tract o n l y , and 
a l l other m a t e r i a l , equipment, r i g h t s of way, easements and proper
t i e s owned by the Pa r t i e s or acquired hereunder. 

F. Contract Area - s h a l l mean the Strawn Formation underlying 
the area described i n the e x h i b i t which i s attached hereto, marked 
E x h i b i t "A", and made a p a r t hereof f o r a l l purposes herein or any 
r e v i s i o n of said E x h i b i t . 

G. P a r t i c i p a t i n g Area - s h a l l mean the Strawn Formation under
l y i n g the area described on the e x h i b i t which i s attached hereto, 
marked E x h i b i t "B" and made a p a r t hereof f o r a l l purposes h e r e i n , 
or any r e v i s i o n of s a i d E x h i b i t . 

H. Strawn Formation - s h a l l be t h a t formation, zone, s t r a t a 
or horizon underlying the Contract Area as i d e n t i f i e d on the Gamma 
Ray-Sonic log of t h a t c e r t a i n w e l l known as the Tenneco O i l Company, 
e t a l , Jones Federal "B" Well No. 3, located 660 f e e t from the 
South and East Lines of Section 2 3, Township 19 South, Range 31 East, 
N.M.P.M., Eddy County, New Mexico, between the subsurface depths of 
11,290 f e e t and 11,505 f e e t t o t a l depth. 

I . Operated Substances - s h a l l mean a l l o i l and associated 
l i q u i d hydrocarbons which may be i n or producible from the Strawn 
Formation. 

J. Tract - any t r a c t of land described on E x h i b i t "B". 

K. Committed Well - s h a l l mean one or more of the f o l l o w i n g : 

1. Any w e l l w i t h i n the Contract Area capable of 
producing Operated Substances and not plugged or 
tempo r a r i l y abandoned; or 

2. A l l w e l l s completed i n the Strawn Formation 
and connected t o a tank b a t t e r y or metering device 
which i s connected t o the F a c i l i t y . 

I I . 

I n t e r e s t of the Pa r t i e s 

The i n t e r e s t of each Party hereunder s h a l l be determined by 
m u l t i p l y i n g each Party's respective i n t e r e s t i n any Committed Well 
w i t h i n the P a r t i c i p a t i n g Area or the l a t e s t r e v i s i o n t hereof. The 
i n t e r e s t of such P a r t i e s i s set f o r t h on the e x h i b i t which i s 
attached hereto, marked E x h i b i t "C" and made a p a r t hereof f o r a l l 
purposes h e r e i n . I n the event any a d d i t i o n a l Party executes t h i s 
agreement or the P a r t i c i p a t i n g Area i s enlarged or contracted, the 
i n t e r e s t s of the Pa r t i e s s h a l l be adjusted accordingly and E x h i b i t s 
"A", "B", and "C" s h a l l be rev i s e d e f f e c t i v e as of the e f f e c t i v e 
date of any r e v i s i o n of the P a r t i c i p a t i n g Area or the e f f e c t i v e date 
of the commitment of the i n t e r e s t of any a d d i t i o n a l Party, whichever 
i s a p p l i c a b l e . 

I I I . 

Operator 

A. Tenneco O i l Company i s hereby designated the Operator of 
a l l operations contemplated by t h i s agreement. 



B. Operator s h a l l have the exclusive r i g h t t o conduct a l l 
operations provided f o r h e r e i n . Operator s h a l l conduct operations 
under t h i s agreement i n a good and workmanlike manner as would a 
prudent operator under the same or s i m i l a r circumstances. Operator 
s h a l l f r e e l y consult w i t h the Non-Operators and keep them informed 
of a l l matters which Operator, i n the exercise of i t s best judgment, 
considers important. Operator s h a l l not be l i a b l e t o Non-Operators 
f o r damages unless such damages r e s u l t from Operator's gross n e g l i 
gence or w i l f u l misconduct. 

C. Operator s h a l l be i n d i r e c t charge and have d i r e c t super
v i s i o n of the ac t u a l c o n s t r u c t i o n , i n s t a l l a t i o n , maintenance and 
operation of the F a c i l i t y . 

IV. 

Commitment of I n t e r e s t s and Wells 

A. Each Party does hereby commit hereto each and a l l of i t s 
i n t e r e s t s i n the Contract Area and a l l Committed Wells w i t h i n the 
P a r t i c i p a t i n g Area. Upon any expansion of the Contract Area, the 
owners of any o i l and gas lease or i n t e r e s t s t h e r e i n w i t h i n such 
expanded area may become a Party hereto by agreeing, i n w r i t i n g , 
t o commit such Party's i n t e r e s t i n s a i d leases and a l l such Party's 
Committed Wells located i n the P a r t i c i p a t i n g Area, t o t h i s agree
ment. 

B. No o i l and gas lease or any p a r t t h ereof s h a l l be incl u d e d 
w i t h i n the Contract Area or be made subject t o the pr o v i s i o n s of 
t h i s agreement unless the owners of the e n t i r e working i n t e r e s t 
under such lease become P a r t i e s t o t h i s agreement or the Pa r t i e s 
who have committed t h e i r i n t e r e s t s i n any such lease i n which there 
i s not 100% of working i n t e r e s t committed t o t h i s agreement j o i n i n 
the request f o r the i n c l u s i o n o f such lease i n the Contract Area 
and have executed and d e l i v e r e d an indemnity agreement indemnifying 
and agreeing t o ho l d harmless the other P a r t i e s i n the Contract Area 
from and against a l l claims and demands t h a t may be made by the 
owners of the working i n t e r e s t who are not P a r t i e s t o t h i s agreement 
and which a r i s e out o f the i n c l u s i o n o f such lease w i t h i n the Con
t r a c t Area. 

C. Each Party represents and warrants t h a t i t i s the owner 
of the respective i n t e r e s t committed hereto by such Party and does 
hereby agree and indemnity t o h o l d harmless the other Parties from 
any claim, demand, l o s s , l i a b i l i t y or l i t i g a t i o n of whatsoever 
k i n d , character o r nature a r i s i n g out of or r e s u l t i n g from any i n 
t e r e s t or w e l l committed hereto by such Party. 

V. 

The F a c i l i t y 

A. The Pa r t i e s agree t o c o n s t r u c t , place i n operation and 
maintain a l l necessary f a c i l i t i e s f o r the automatic custody t r a n s 
f e r and metering or measuring of a l l Operated Substances. The 
F a c i l i t y s h a l l c o n s i s t of such m a t e r i a l , equipment and i n s t a l l a t i o n s 
and other p r o p e r t i e s as may be approved by the P a r t i e s . 

B. The d e t a i l s o f the design s p e c i f i c a t i o n s of the F a c i l i t y 
s h a l l be approved by the P a r t i e s i n w r i t i n g . The P a r t i e s s h a l l 
approve any c o n t r a c t or contracts f o r the c o n s t r u c t i o n and the i n 
s t a l l a t i o n of the F a c i l i t y and s h a l l authorize the c o n s t r u c t i o n 
and i n s t a l l a t i o n of the F a c i l i t y by Operator. The a c t u a l construc
t i o n work s h a l l be c o n t r o l l e d and d i r e c t e d by the Operator. A l l 
contracts executed f o r c o n s t r u c t i o n and i n s t a l l a t i o n of the F a c i l i t y 
may be executed by Operator, i n the capacity of Operator, f o r and 
on behalf of the P a r t i e s and not otherwise. 



C. Each Tract s h a l l be provided w i t h adequate and accurate 
devices f o r the metering and measuring o f Operated Substances pro
duced from Committed Wells. A l l metering and measuring devices 
s h a l l be approved by the Operator but s h a l l be acquired, owned and 
maintained at the sole cost and expense o f the Party or P a r t i e s 
owning the same. The F a c i l i t y w i l l begin at each metering device 
approved by the Operator. The Party or P a r t i e s owning a Tract w i l l 
s o l e l y bear and pay a l l expenses i n c i d e n t t o the connecting o f such 
Tract t o the F a c i l i t y . Nothing contained herein s h a l l be deemed t o 
prevent the Party or P a r t i e s owning one or more Tracts from metering 
production o f Operated Substances from one or more Tracts through 
one metering or measuring device. 

V I . 

T i t l e t o and Ownership o f the F a c i l i t y 

A. A l l Committed Wells and other equipment necessary t o pro
duce and stor e Operated Substances from such w e l l s s h a l l be owned 
by the P a r t i e s committing such w e l l s . 

B. A l l equipment, m a t e r i a l and other property beyond the 
metering device f o r each T r a c t , the automatic custody t r a n s f e r 
equipment acquired pursuant t o the terms of t h i s agreement, a l l 
vapor recovery equipment and crude s t a b i l i z i n g or t r e a t i n g equip
ment and any other m a t e r i a l and equipment necessary t o operate 
the F a c i l i t y , together w i t h a l l r i g h t s of way, easements f o r the 
i n s t a l l a t i o n and f o r the operation of the F a c i l i t y and a l l licenses 
and permits required hereunder s h a l l be acquired i n the name of 
Operator as Trustee f o r the P a r t i e s . Each Party hereby grants t o 
Operator, as Trustee, a l l r i g h t s of way, easements, licenses and 
permits t o the extent of each Party's r i g h t t o do so. Operator 
s h a l l h old such p r o p e r t i e s , as Trustee, f o r the use and b e n e f i t 
of the P a r t i e s i n the p r o p o r t i o n t h a t each Party's i n t e r e s t i n 
the F a c i l i t y bears t o the t o t a l of a l l such i n t e r e s t i n the Fac
i l i t y . A l l costs and expenses i n c u r r e d by Operator i n the ac
q u i s i t i o n of any and a l l of such p r o p e r t i e s s h a l l be charged to 
the T o t a l Investment Account. 

C. The t i t l e t o any property which i s acquired by Operator 
or any successor Operator as Trustee s h a l l a u t o m a t i c a l l y vest i n 
and pass t o the successor Operator i n the event Operator or any 
successor Operator resigns o r i s removed or f o r any other reason 
ceases t o perform i t s duties hereunder and i n such event, Operator 
or any successor Operator s h a l l execute here and d e l i v e r t o i t s 
successor such documents and other evidence of t i t l e as may be 
necessary t o e f f e c t such t r a n s f e r of t i t l e and possession. 

D. Nothing contained h e r e i n s h a l l be construed to r e s u l t 
i n the t r a n s f e r of t i t l e t o any o i l and gas lease or Operated 
Substances by any Party t o any other Party or t o Operator. 

V I I . 

T o t a l Investment Account 

A. A l l charges, c r e d i t s and accounting f o r a l l costs and ex
penses i n c u r r e d i n connection w i t h or i n c i d e n t a l t o the construc
t i o n and i n s t a l l a t i o n of the F a c i l i t y s h a l l be i n accordance w i t h 
the Accounting Procedure attached hereto, marked E x h i b i t "D" and 
made a p a r t hereof f o r a l l purposes. I n the event of any c o n f l i c t 
between the terms of E x h i b i t "D" and the terms of t h i s agreement, 
the terms of t h i s agreement s h a l l govern. 
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3. Operator s h a l l keep the T o t a l Investment Account, which 
s h a l l c o n s i s t of the t o t a l of a l l sums received from the P a r t i e s 
f o r the c o n s t r u c t i o n and i n s t a l l a t i o n of the F a c i l i t y and any and 
a l l a d d i t i o n s t h e r e t o less a l l refunds r e s u l t i n g from any sales 
provided f o r hereinbelow. Said account s h a l l represent the t o t a l 
of the investment cost of the F a c i l i t y and each Party s h a l l own 
an undivided i n t e r e s t i n such account and the F a c i l i t y i n propor
t i o n t h a t i t has c o n t r i b u t e d t h e r e t o less any c r e d i t s received by 
any such Party. 

C. I n making disbursements of any refund from the T o t a l I n 
vestment Account, Operator may deduct from any sum payable t o any 
Party any and a l l amounts due and owing t o Operator under t h i s 
agreement by such Party. 

D. A l l charges t o the T o t a l Investment Account s h a l l be the 
ac t u a l cost of a l l m a t e r i a l , equipment and other property acquired 
hereunder. 

E. A l l investment costs s h a l l be borne and paid by the Pa r t i e s 
i n the p r o p o r t i o n of each Party's i n t e r e s t i n the P a r t i c i p a t i n g Area 
at the time t h a t such costs are i n c u r r e d ; provided, however, t h a t 
i n i t i a l investment costs of the F a c i l i t y s h a l l be borne and paid by 
the P a r t i e s i n p r o p o r t i o n t o t h e i r respective i n t e r e s t s i n the 
I n i t i a l P a r t i c i p a t i n g Area. 

V I I I . 

Designation of Representatives 

Each Party s h a l l , i n w r i t i n g , i n f o r m the Operator of the names 
and addresses of the representative and a l t e r n a t e who are authorized 
t o represent and bind each Party w i t h respect t o operations under 
t h i s agreement. The rep r e s e n t a t i v e o r a l t e r n a t e may be changed from 
time t o time by w r i t t e n n o t i c e t o Operator. 

IX. 

Meetings 

A. A l l meetings of the P a r t i e s s h a l l be c a l l e d by Operator 
upon i t s own motion or at the request of one or more Party or 
Pa r t i e s having a t o t a l i n t e r e s t i n the cu r r e n t P a r t i c i p a t i n g Area 
of not less than ten percent (10%). No meeting s h a l l be c a l l e d on 
less than seven (7) days advance w r i t t e n n o t i c e . An agenda f o r 
any meeting s h a l l be attached t o each n o t i c e . 

B. The P a r t i e s who attend the meeting s h a l l not be prevented 
from amending items included on the agenda or from deciding on any 
amended item or other items presented at the meeting. The repre
s e n t a t i v e of Operator s h a l l be the chairman of each meeting. 

C. Each Party s h a l l have a v o t i n g i n t e r e s t equal t o i t s cur
r e n t i n t e r e s t i n the P a r t i c i p a t i n g Area or the l a t e s t r e v i s i o n 
t h ereof. 

D. Unless otherwise provided h e r e i n , a l l matters a f f e c t i n g 
operations hereunder s h a l l be decided by an a f f i r m a t i v e vote of 
s i x t y - f i v e percent (65%) or more v o t i n g i n t e r e s t ; provided, how
ever, should any Party have more than s i x t y - f i v e percent (65%) 
v o t i n g i n t e r e s t , i t s vote must be supported by the vote of one 
(1) or more other Party or P a r t i e s having a combined v o t i n g i n 
t e r e s t of at l e a s t f i v e percent ( 5 % ) . 

E. Any Party who i s not represented at a meeting may vote 
by l e t t e r or telegram addressed t o the r e p r e s e n t a t i v e of Operator 
i f such Party's vote i s received p r i o r t o the vote on the item. 
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F. The Pa r t i e s may vote on and decide , by l e t t e r or t e l eg ram, 
any mat te r submit ted i n w r i t i n g t o the P a r t i e s , i f no meeting i s 
requested as p rov ided i n Paragraph A o f t h i s A r t i c l e I X , w i t h i n 
seven (7) days a f t e r the proposal i s presented t o each Non-Operator. 
Operator w i l l g ive prompt n o t i c e o f the r e s u l t o f the v o t i n g t o 
each Non-Operator. 

X. 

Operation of the F a c i l i t y 

A. Operator s h a l l endeavor to keep the F a c i l i t y free from a l l 
liens and encumbrances occasioned by operations under t h i s agree
ment except the l i e n granted to Operator hereunder. 

B. The number of employees necessary to operate the F a c i l i t y 
and the selection of such employees s h a l l be determined by Opera
to r . Such employees s h a l l be the employees of Operator. 

C. Operator s h a l l keep correct books, accounts and records 
of a l l operations conducted hereunder. 

D. Operator s h a l l furnish to Non-Operator periodic reports 
of operations conducted pursuant to th i s agreement. 

E. The Parties agree that they w i l l each dispose of a l l water 
and other deleterious substances produced from t h e i r Committed Wells 
through f a c i l i t i e s provided at the sole r i s k , cost and expense of 
such Parties. 

F. The Parties agree to take every precaution on t h e i r res
pective Tracts to deliver the Operated Substances to the F a c i l i t y 
free and clear, as nearly as possible, from any s o l i d matter, basic 
sediment or other deleterious substances. The Parties further agree 
that Operator or i t s representative or other proper o f f i c i a l may at 
a l l times have access to a l l t r a c t s w i t h i n the Contract Area to i n 
spect the condition of such t r a c t s . Each Party further agrees that 
i t w i l l immediately at i t s sole cost and expense, conform to any 
reasonable request of Operator or i t s representative, f o r the cor
rection of any objectionable condition. I f the request of the 
Operator, or i t s representative, i s not complied with w i t h i n a 
reasonable time, Operator s h a l l have the r i g h t to go upon any such 
t r a c t and to remedy the objectionable condition charging the offend
ing Party the actual cost of the repair or alterations and such 
work s h a l l be performed at the sole r i s k of such Party. 

G. Operator s h a l l have authority to make any single expendi
ture or expenditures up to an amount of $10,000.00 without p r i o r 
approval of the Parties. 

XI. 

Previously Incurred F a c i l i t y Expenses 

I t i s understood and agreed that Operator has incurred certain 
expenses necessary to the construction and i n s t a l l a t i o n of the Fac
i l i t y i n order to prevent waste and to comply with the laws, rules 
and regulations prescribed by governmental and regulatory bodies or 
agencies having j u r i s d i c t i o n of the operations contemplated by t h i s 
agreement. A l l such necessary and attendant costs and expenses 
s h a l l be charged to the account of the Parties and paid as provided 
i n A r t i c l e V I I hereof. 
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X I I . 

Operat ing Expenses o f the F a c i l i t y 

A. Operator s h a l l i n i t i a l l y pay a l l o p e r a t i n g expenses o f 
the F a c i l i t y . Each Non-Operator s h a l l reimburse Operator f o r such 
Non-Operator 's share o f such expenses. Each P a r t y ' s share o f the 
F a c i l i t y ope ra t ing expenses s h a l l be equal t o i t s c u r r e n t i n t e r e s t 
i n the P a r t i c i p a t i n g Area o r the l a t e s t r e v i s i o n t h e r e o f . A l l 
charges and c r e d i t s f o r such expenses s h a l l be made i n accordance 
w i t h E x h i b i t "D" . 

B. Operator s h a l l have the r i g h t t o r e q u i r e Non-Operators or 
any of them t o advance t h e i r r e spec t ive share o r shares o f e s t i 
mated F a c i l i t y ope ra t ing expenses by s u b m i t t i n g t o Non-Operators 
on or be fo re the f i f t e e n t h day o f any month, an i t e m i z e d es t imate 
the reo f f o r the next succeeding month, w i t h the request f o r pay
ment i n advance. W i t h i n f i f t e e n (15) days t h e r e a f t e r , each Non-
Operator s h a l l pay t o Operator i t s share o f such e s t ima te . Ad
justments between es t imated and a c t u a l expenses s h a l l be made by 
Operator at the close o f each calendar month and the accounts of 
the Pa r t i e s s h a l l be ad jus t ed a c c o r d i n g l y . 

C. I f any Non-Operator f a i l s t o pay i t s share o f such expense 
w i t h i n the a f o r e s a i d t i m e , any unpaid amount s h a l l bear i n t e r e s t a t 
the ra te o f e i g h t percent (8%) per annum from the date t h a t such 
payment was due u n t i l p a i d . 

X I I I . 

Pvights o f Non-Operators 

A. Each Non-Operator s h a l l have access, at the sole r i s k o f 
the Par ty e x e r c i s i n g such r i g h t , t o the Contrac t Area and t o the 
F a c i l i t y at a l l reasonable times t o inspec t opera t ions thereon and 
the records and data p e r t a i n i n g t h e r e t o . 

B. Each Non-Operator s h a l l have the r i g h t to rece ive f rom 
Operator , upon w r i t t e n request , a l l i n f o r m a t i o n p e r t a i n i n g t o the 
operat ions contemplated by t h i s agreement. The cost of ga the r ing 
and f u r n i s h i n g i n f o r m a t i o n not o r d i n a r i l y f u r n i s h e d by Operator 
to a l l Non-Operators s h a l l be charged t o the Non-Operator reques t 
i n g such i n f o r m a t i o n . 

XIV. 

P a r t i c i p a t i n g Area 

A. The P a r t i c i p a t i n g Area s h a l l be a l l Tracts w i t h i n the Con
t r a c t Area on which there i s a Committed Well. The P a r t i c i p a t i n g 
Area i s described i n E x h i b i t "B". 

3. The P a r t i c i p a t i n g Area may be revised a t any time and from 
time t o time by the P a r t i e s . Any r e v i s i o n of the P a r t i c i p a t i n g Area 
s h a l l be e f f e c t i v e as of the f i r s t day of the calendar month during 
which there i s completed, on any p o r t i o n of the Contract Area but 
not w i t h i n the then e x i s t i n g P a r t i c i p a t i n g Area, a w e l l capable of 
producing Operated Substances. I t i s agreed t h a t the approval by the 
Pa r t i e s owning an i n t e r e s t i n any w e l l t o be d r i l l e d on any Tract 
w i t h i n the Contract Area t o the Strawn Formation w i l l also be deemed 
to be an approval t o enlarge the P a r t i c i p a t i n g Area to include the 
t r a c t on which such w e l l i s loc a t e d , provided, t h a t any such w e l l 
i s completed as a w e l l capable o f producing Operated Substances i n 
commercial q u a n t i t i e s . Upon any r e v i s i o n of the P a r t i c i p a t i n g Area, 
E x h i b i t s "B" and "C" s h a l l be revised accordingly. 
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C. There s h a l l be no r e t r o a c t i v e adjustment of operating costs 
or a l l o c a t i o n of any income t o the F a c i l i t y or the proceeds thereof 
as the r e s u l t of any r e v i s i o n of the P a r t i c i p a t i n g Area. Operator, 
by proper charges and c r e d i t s t o the T o t a l Investment Account, s h a l l 
a djust such account t o conform the i n t e r e s t s of the P a r t i e s i n the 
revised P a r t i c i p a t i n g Area. A l l such adjustments s h a l l be e f f e c t i v e 
as of the e f f e c t i v e date of the r e v i s i o n of the P a r t i c i p a t i n g Area. 
I f any charge against any Party, under t h i s Paragraph C i s greater 
than the amount c r e d i t e d t o such Party, the r e s u l t i n g net charge 
s h a l l be t r e a t e d as an item of F a c i l i t y expense chargeable against 
such Party. I f the c r e d i t to any Party i s greater than the amount 
charged against such Party, the r e s u l t i n g net c r e d i t s h a l l be paid 
t o such Party by Operator out of funds received by Operator i n 
settlement of the net charges described above. 

XV. 

Operator May Commingle Production 

A. Operator i s hereby granted the r i g h t t o commingle and st o r e 
a l l produced Operated Substances i n t o a common tank or common tanks 
located w i t h i n the Contract Area. 

B. Operated Substances which may be produced from each Com
m i t t e d Well and commingled hereunder s h a l l be measured by means of 
p o s i t i v e displacement meters. 

C. For the purpose o f c a l c u l a t i n g the amount of Operated Sub
stances a t t r i b u t a b l e t o each Tract and commingled i n t o any common 
tank or tanks hereunder, each Tract w i l l be given c r e d i t f o r a l l 
Operated Substances sol d from the common tank or tanks i n the pro
p o r t i o n t h a t the amount of Operated Substances metered from each 
Tract bears t o the t o t a l amount of a l l Operated Substances metered 
from a l l Tracts and d e l i v e r e d i n t o the common tank or tanks. A l l 
Operated Substances so metered s h a l l be corr e c t e d f o r basic sediment 
and water content. Any d i f f e r e n c e i n the t o t a l amount of Operated 
Substances metered hereunder and the amount thereof on hand at time 
of sale r e s u l t i n g from shrinkage o r vapor loss s h a l l be deducted 
p r o p o r t i o n a t e l y from the amount of Operated Substances a t t r i b u t a b l e 
t o each Tract. Any Operated Substances remaining i n the tank or 
tanks a f t e r any sale s h a l l be a t t r i b u t e d t o each Tract i n the same 
pr o p o r t i o n and any f u t u r e a l l o c a t i o n of Operated Substances s h a l l 
be adjusted t o give e f f e c t t o Operated Substances remaining on hand 
a f t e r the immediately preceding sale. Proceeds from the sale of 
Operated Substances pursuant t o t h i s A r t i c l e XV s h a l l not be deemed 
to be F a c i l i t y Income w i t h i n the meaning of A r t i c l e XVII hereof. 

D. Operator agrees t o keep accurate records o f Operated Sub
stances obtained from each T r a c t . Operator f u r t h e r agrees t o gauge 
a l l Operated Substances s o l d and t o take i n v e n t o r y o f Operated Sub
stances remaining i n each tank a f t e r each sale. Operator f u r t h e r 
agrees t o keep accurate records of a l l sales and remaining inven
t o r i e s of Operated Substances. 

E. I f more than one Tract i s connected t o a common meter, a l l 
Tracts connected t o the same common meter s h a l l be deemed t o be one 
Tract f o r the purposes of t h i s A r t i c l e XV. 

XVI. 

Revision of Contract Area 

A. The Contract Area may be revised a t any time and from time 
t o time bv a vote of the P a r t i e s i n the manner provided i n A r t i c l e 



3. Any r e v i s i o n s of the Contract Area hereof s h a l l be e f f e c 
t i v e as of the f i r s t day of the month f o l l o w i n g the month i n which 
such r e v i s i o n i s approved by the P a r t i e s . 

C. There s h a l l be no r e t r o a c t i v e accounting of any costs or 
expenses or adjustment of the T o t a l Investment Account by reason 
of any r e v i s i o n of the Contract Area. 

D. Upon any r e v i s i o n of the Contract Area, E x h i b i t "A" s h a l l 
be revised accordingly. 

E. When the Contract Area i s revised as herein provided, 
Operator s h a l l have and i s hereby granted a u t h o r i t y t o secure the 
r a t i f i c a t i o n of t h i s agreement by any p a r t y owning a leasehold 
i n t e r e s t i n any lands which s h a l l be added to the Contract Area. 
The vote of the P a r t i e s t o enlarge the Contract Area s h a l l also 
be deemed t o be a commitment of any i n t e r e s t owned by the P a r t i e s 
i n any lands t o be added t o the Contract Area, w i t h o u t the r e q u i r e 
ment of a formal w r i t t e n commitment of such i n t e r e s t ; however, the 
P a r t i e s agree t o execute such instruments or assurances as may be 
necessary or desirable t o accomplish the purposes of t h i s Paragraph 
E. Any person, p a r t y or e n t i t y owning an i n t e r e s t i n any lands 
which may be added t o the Contract Area and who has not t h e r e t o f o r e 
become a Party t o t h i s agreement s h a l l be f u r n i s h e d w i t h a copy of 
t h i s agreement by Operator w i t h a request t h a t such person, p a r t y 
or e n t i t y agree i n w r i t i n g t o be bound by the terms hereof. Opera
t o r s h a l l f u r n i s h Non-Operators a copy of a l l instruments executed 
pursuant t o t h i s Paragraph E. 

XVII. 

F a c i l i t y Income 

A. I t i s understood and agreed t h a t there may be income r e 
s u l t i n g from the operation of the F a c i l i t y . Proceeds r e s u l t i n g 
from the sale of Operated Substances pursuant t o any other A r t i c l e 
hereof s h a l l not be deemed to be income w i t h i n the meaning of t h i s 
A r t i c l e XVII. 

B. A l l income, i n c l u d i n g , but not l i m i t e d t o , income r e s u l t 
i n g from the operation of any vapor recovery u n i t or equipment of 
the F a c i l i t y s h a l l be owned by the P a r t i e s i n the p r o p o r t i o n t h a t 
the amount of Operated Substances processed hereunder from each 
Tract bears t o the t o t a l o f a l l Operated Substances processed here
under from a l l T r a c ts. 

C. Operator s h a l l d i s t r i b u t e F a c i l i t y Income i n the manner 
provided i n E x h i b i t "D"; provided, however, t h a t Operator may de
duct from any such income, any amount due and owing by any Non-
Operator t o Operator hereunder. 

D. I n the event i t i s determined t h a t r o y a l t y or other pay
ments become due on F a c i l i t y Income, each Party s h a l l s o l e l y pay 
and bear a l l such r o y a l t i e s and other payments out of the F a c i l i t y 
Income d i s t r i b u t e d t o each Party. 

X V I I I . 

D i s p o s i t i o n of Operated Substances 

A. A l l Operated Substances d e l i v e r e d i n t o the F a c i l i t y s h a l l 
be accounted f o r as provided i n A r t i c l e XV hereof. 

B. A l l Operated Substances a l l o c a t e d t o each Tract w i t h i n 
the P a r t i c i p a t i n g Area s h a l l be d i s t r i b u t e d among, or accounted 
f o r t o , the p a r t i e s e n t i t l e d t o share i n the production of such 
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Tract i n the same manner, i n the same propo r t i o n s and under the 
same conditions as they would have p a r t i c i p a t e d and shared i n 
production from such T r a c t , or i n the proceeds t h e r e o f , had t h i s 
agreement not been entered i n t o , w i t h the same l e g a l e f f e c t . I f 
any Tract w i t h i n the P a r t i c i p a t i n g Area becomes d i v i d e d or owned 
i n s e v e r a l t y as to d i f f e r e n t p a r ts of such Tr a c t , the owners of 
such d i v i d e d i n t e r e s t s , i n absence of an agreement p r o v i d i n g f o r 
a d i f f e r e n t d i v i s i o n , s h a l l share i n the Operated Substances a l l o 
cated t o such T r a c t , or i n the proceeds t h e r e o f , i n p r o p o r t i o n t o 
the surface acreage of t h e i r respective parts of the Tract. 

C. The Operated Substances a l l o c a t e d t o each Tract w i t h i n 
the P a r t i c i p a t i n g Area s h a l l be d e l i v e r e d i n k i n d to the respec
t i v e P a r t i e s e n t i t l e d t h e r e t o by v i r t u e of the ownership o f such 
Operated Substances or by purchase from such owners. Such P a r t i e s 
s h a l l have the r i g h t to c o n s t r u c t , maintain and operate w i t h i n the 
Contract Area, a l l necessary f a c i l i t i e s f o r such purposes; provided 
t h a t such f a c i l i t i e s are so constructed, maintained and operated as 
not t o i n t e r f e r e w i t h any operations contemplated or provided f o r 
by t h i s agreement. Any e x t r a expenditures i n c u r r e d by Operator by 
reason of d e l i v e r i n g i n k i n d any p o r t i o n of the Operated Substances 
s h a l l be borne s o l e l y by the r e c e i v i n g Party. I f a r o y a l t y owner 
or any other Party has the r i g h t t o take i n k i n d a share of Operated 
Substances but f a i l s t o do so, the Party whose i n t e r e s t i s subject 
t o such r o y a l t y or other i n t e r e s t s h a l l be e n t i t l e d t o take i n k i n d 
such share of the Operated Substances, subject t o a l l of the pro
v i s i o n s and conditions o f t h i s A r t i c l e . 

D. I f any Party f a i l s t o take i n k i n d or separately dispose 
of i t s share of Operated Substances, Operator s h a l l have the r i g h t , 
f o r the time being and subject t o revocation a t w i l l by the Party 
owning such share, t o purchase f o r i t s own account or t o s e l l t o 
others such share; provided t h a t , a l l contracts of sale by Operator 
of any other Party's share of Operated Substances s h a l l be only f o r 
such reasonable times as are co n s i s t e n t w i t h the minimum needs of 
the i n d u s t r y under the circumstances, but i n no event s h a l l any such 
contract be f o r a period i n excess of one year. The proceeds of 
the Operated Substances so disposed of by Operator s h a l l be paid to 
the Party e n t i t l e d t h e r e t o . 

E. Any Party r e c e i v i n g i n k i n d or separately disposing of a l l 
or any p a r t of the Operated Substances a l l o c a t e d t o any Tract w i t h 
i n the P a r t i c i p a t i n g Area or r e c e i v i n g the proceeds therefrom s h a l l 
be responsible f o r the payment thereof t o the persons or p a r t i e s 
e n t i t l e d t h e r e t o and such Party s h a l l indemnify a l l of the other 
P a r t i e s against any l i a b i l i t i e s f o r a l l r o y a l t i e s , o v e r r i d i n g roy
a l t i e s , production payments and a l l other payments chargeable 
against or payable out of such share of Operated Substances or the 
proceeds therefrom. 

XIX. 

Surplus M a t e r i a l and Equipment 

Any surplus m a t e r i a l o r equipment acquired pursuant t o t h i s 
agreement when, i n the judgment o f Operator, i s not necessary f o r 
operations hereunder, may be s o l d a t the highest b i d then o b t a i n 
able t o one of the P a r t i e s or t o t h i r d p a r t i e s and the proceeds 
from such s a l e , less the cost and expense o f r e t i r e m e n t , s h a l l be 
r a t a b l y disbursed t o the P a r t i e s i n the p r o p o r t i o n t h a t each Party's 
i n t e r e s t i n the T o t a l Investment Account bears t o the e n t i r e T o t a l 
Investment Account. 

XX. 

Discontinuance o f a Part of the F a c i l i t y 

Except as provided i n A r t i c l e XIX hereof, a p a r t o f the 
F a c i l i t y may be discontinued only upon approval of 75% v o t i n g 
i n t e r e s t of the P a r t i e s hereto i n the manner provided f o r i n 
A r t i c l e IX hereof. When any p a r t o f the F a c i l i t y i s so d i s 
continued, Operator may s e l l t h a t p a r t of the F a c i l i t y f o r the 
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best p r i c e obtainable and the proceeds from such sale or sales 
less the cost and expense of ret i r e m e n t s h a l l be r a t a b l y d i s 
bursed t o the Pa r t i e s i n the p r o p o r t i o n t h a t each Party's i n 
t e r e s t i n the T o t a l Investment Account bears t o the e n t i r e T o t a l 
Investment Account. I f an e n t i r e T ract w i t h i n the P a r t i c i p a t i n g 
Area i s a f f e c t e d by such p a r t i a l discontinuance, the Party or 
Par t i e s owning such Tract s h a l l r e t a i n i t s or t h e i r i n t e r e s t i n 
the T o t a l Investment Account, but w i l l not bear any p a r t of the 
f u t u r e investment or operating costs nor s h a l l such Party or 
Par t i e s p a r t i c i p a t e i n any F a c i l i t y Income by v i r t u e t h e r e o f . 

XXI. 

Withdrawal of a Tract 

No Tract may be withdrawn from t h i s agreement during the time 
t h a t any Committed Well thereon i s producing or capable of produc
in g Operated Substances i n commercial q u a n t i t i e s , unless a l l P a r t i e s 
hereto agree t o the withdrawal of such Tract. The Party or P a r t i e s 
owning such Tract w i l l r e t a i n i t s or t h e i r i n t e r e s t i n the T o t a l 
Investment Account by v i r t u e of c o n t r i b u t i n g such Tract but such 
Party or Pa r t i e s w i l l not bear any p a r t of the f u t u r e investment 
costs or operating expenses, nor s h a l l such Party or P a r t i e s be 
e n t i t l e d t o p a r t i c i p a t e i n the F a c i l i t y Income otherwise a t t r i b u 
t a b l e t o any Tract so withdrawn. 

XXII. 

Settlement o f Claims 

Operator may s e t t l e any s i n g l e claim or s u i t i n v o l v i n g Fac
i l i t y operations but not i n v o l v i n g an expenditure i n excess of 
$5,000.00 provided the payment i s i n f u l l and complete settlement 
of such claim or s u i t . I f the amount re q u i r e d f o r any settlement 
exceeds $5,000.00, the P a r t i e s s h a l l assume and take over the f u r 
t h e r handling of such claim o r s u i t unless such a u t h o r i t y i s ex
pre s s l y delegated t o Operator. A l l costs and expenses i n c u r r e d 
i n h andling, s e t t l i n g or otherwise discharging any such claim or 
s u i t s h a l l be an item of F a c i l i t y o p e rating expense. I f a claim 
i s made against any Non-Operator or i f any Non-Operator i s sued 
on any matter a r i s i n g from F a c i l i t y operations and over which such 
Party i n d i v i d u a l l y had no c o n t r o l because of the r i g h t s herein 
granted t o Operator, such Party s h a l l immediately n o t i f y Operator 
and the claim o r s u i t s h a l l be t r e a t e d as any other claim or s u i t 
i n v o l v i n g F a c i l i t y operations. 

X X I I I . 

Transfer of a Party's I n t e r e s t 

Any Party s e l l i n g any i n t e r e s t i n any Committed Well or i n 
the Contract Area s h a l l have the r i g h t to t r a n s f e r t o the pur
chaser thereof the i n t e r e s t of such Party i n the F a c i l i t y and the 
To t a l Investment Account a t t r i b u t a b l e t h e r e t o , provided t h a t any 
such t r a n s f e r or sale i s made expressly subject t o t h i s agreement. 
A c e r t i f i e d recorded copy o f the instrument of t r a n s f e r or sale 
s h a l l be fu r n i s h e d t o Operator. The s e l l i n g Party s h a l l remain 
bound by a l l of the terms and pr o v i s i o n s o f t h i s agreement and s h a l l 
be responsible f o r a l l o b l i g a t i o n s and l i a b i l i t i e s connected w i t h 
such w e l l or i n t e r e s t u n t i l Operator receives the instrument of 
t r a n s f e r as herein provided. The e f f e c t i v e date of any such t r a n s 
f e r , f o r the purposes of t h i s agreement, s h a l l be the f i r s t day of 
the calendar month f o l l o w i n g the e x p i r a t i o n o f f i f t e e n (15) days 
a f t e r r e c e i p t of the instrument of t r a n s f e r bv Operator. 



XXIV. 

Def a u l t , C o n t r i b u t i o n and Operator's Lien 

A. I n the event of any neglect or f a i l u r e by any Party t o 
pay i t s p r o p o r t i o n a t e p a r t of the costs and expenses i n c u r r e d i n 
the c o n s t r u c t i o n , i n s t a l l a t i o n , maintenance, expansion or opera
t i o n of the F a c i l i t y or f o r claims, judgments or settlements paid 
by Operator under the p r o v i s i o n s hereof, w i t h i n the p e r i o d of 
time herein r e q u i r e d f o r such payment, each Party, upon request 
by Operator, agrees t o pay i t s p r o p o r t i o n a t e p a r t of the unpaid 
costs and expenses of any d e f a u l t i n g Party. The P a r t i e s t h a t 
pay the share of such unpaid costs and expenses of a d e f a u l t i n g 
Party s h a l l be reimbursed by the Operator f o r the amount so p a i d , 
plus any i n t e r e s t c o l l e c t e d thereon, upon r e c e i p t by Operator of 
any past due amount or i n t e r e s t thereon from the d e f a u l t i n g Party. 
Any Party so paying a d e f a u l t i n g Party's share of costs and ex
penses s h a l l be subrogated t o the l i e n and r i g h t s herein granted 
Operator. 

B. I n the event of the f a i l u r e o f any Party t o pay i t s pro
p o r t i o n a t e p a r t of the costs and expenses i n c u r r e d hereunder by 
Operator w i t h i n the p e r i o d of time herein r e q u i r e d f o r such pay
ments, Operator, without p r e j u d i c e t o any other r i g h t s and remedies 
t h a t Operator may have, s h a l l have the r i g h t t o c o l l e c t and receive 
d i r e c t l y from the purchaser the proceeds from the sale of any de
f a u l t i n g Party's share of Operated Substances and Operator s h a l l 
have the r i g h t t o w i t h h o l d such d e f a u l t i n g Party's share of Fac
i l i t y Income, u n t i l the amount owed by such d e f a u l t i n g Party, t o 
gether w i t h i n t e r e s t thereon at the r a t e of e i g h t percent (8%) per 
annum, has been paid i n f u l l . Each and every purchaser s h a l l be 
e n t i t l e d t o r e l y upon Operator's w r i t t e n statement concerning the 
amount of any such d e f a u l t w i t h o u t the necessity or requirement 
of i n d e m n i f i c a t i o n or bond of Operator or r e c e i p t or n o t i c e of 
r e c e i p t by Operator of an appropriate t r a n s f e r order. 

C. Operator s h a l l have and i s hereby granted a f i r s t and 
p r i o r l i e n on the i n t e r e s t of each Party i n the F a c i l i t y , the 
T o t a l Investment Account, the o i l and gas lease or leases of each 
Party w i t h i n the Contract Area, each Party's share of F a c i l i t y 
Income and each Party's share of Operated Substances or the pro
ceeds thereof as s e c u r i t y f o r the payment of each Party's share 
of a l l costs and expenses t o Operator hereunder, together w i t h 
i n t e r e s t thereon at the r a t e of e i g h t percent (8%) per annum from 
the date due u n t i l paid. Operator s h a l l have the r i g h t t o b r i n g 
s u i t t o enforce the c o l l e c t i o n of such indebtedness w i t h or w i t h 
out the foreclosure o f such l i e n . A l l costs and expenses i n c u r r e d 
by Operator i n connection w i t h any such s u i t , i n c l u d i n g , but not 
l i m i t e d t o , i n v e s t i g a t i o n expenses, court costs and attorneys fees, 
s h a l l be charged s o l e l y against the d e f a u l t i n g Party and Operator 
s h a l l have the same r i g h t s , l i e n s and remedies t o secure the c o l l e c 
t i o n o f such costs and expenses as are herein granted Operator t o 
secure the payment of other costs and expenses i n c u r r e d hereunder 
by Operator. I f Operator e l e c t s t o foreclose s a i d l i e n , any f o r e 
closure thereof s h a l l be w i t h o u t p r e j u d i c e t o any other r i g h t or 
remedy, hereunder or at law or i n e q u i t y , t h a t Operator may have 
against the d e f a u l t i n g Party. 

XXV. 

Taxation 

A. Operator s h a l l make and f i l e a l l necessary ad valorem 
tax r e n d i t i o n s and returns w i t h the proper t a x i n g a u t h o r i t i e s 
covering a l l r e a l and personal property owned, used or h e l d by 
Operator pursuant t o t h i s agreement. Operator s h a l l s e t t l e a l l 
assessments a r i s i n g therefrom. Operator s h a l l pay a l l such taxes 
and s h a l l b i l l each Party f o r i t s p r o p o r t i o n a t e share of such 
taxes i n the manner set f o r t h i n E x h i b i t "D". 



B . Each P a r t y s h a l l pay o r cause t o be p a i d a l l p r o d u c t i o n , 
s e v e r a n c e , g a t h e r i n g and o t h e r t axes imposed upon o r a f f e c t i n g 
i t s p r o d u c t i o n o r h a n d l i n g o f i t s share o f Ope ra t ed Substances 
and F a c i l i t y Income. 

X X V I . 

I n s u r a n c e 

A. The O p e r a t o r s h a l l a t a l l t i m e s d u r i n g t h e t e r m o f t h i s 
agreement , c a r r y and r e q u i r e a l l c o n t r a c t o r s p e r f o r m i n g work h e r e 
under t o c a r r y i n s u r a n c e t o p r o t e c t t he P a r t i e s as f o l l o w s : 

1 . Workmen's Compensat ion and E m p l o y e r ' s L i a b i l i t y 
I n s u r a n c e as r e q u i r e d by the laws o f t he S t a t e o f 
New M e x i c o . 

2 . Comprehensive Gene ra l P u b l i c L i a b i l i t y I n s u r a n c e , 
w i t h l i m i t s o f n o t l e s s t h a n : $100 ,000 .00 a p p l i c a b l e 
t o b o d i l y i n j u r y , s i c k n e s s o r dea th o f any one pe r son 
and $300 ,000 .00 f o r more t h a n one pe r son i n any one 
a c c i d e n t , and $100 ,000 .00 f o r l o s s o f o r damage t o 
p r o p e r t y i n any one a c c i d e n t and $100 ,000 .00 a g g r e 
ga te l i m i t a p p l i c a b l e t o a l l l o s s o f o r damage t o 
p r o p e r t y d u r i n g the p o l i c y p e r i o d . 

3 . A u t o m o b i l e P u b l i c L i a b i l i t y I n s u r a n c e c o v e r i n g a l l 
a u t o m o t i v e equ ipment used i n p e r f o r m a n c e o f work under 
t h i s agreement w i t h l i m i t s o f n o t l e s s t h a n : $100 ,000 .00 
a p p l i c a b l e t o b o d i l y i n j u r y , s i c k n e s s o r d e a t h o f any 
one pe r son and $300 ,000 .00 f o r more t han one pe r son i n 
any one a c c i d e n t , and $50 ,000 .00 f o r l o s s o f o r damage 
t o p r o p e r t y i n any one a c c i d e n t . 

I f a u t o m o t i v e equ ipment used i s owned e x c l u s i v e l y by O p e r a t o r , 
no charge w i l l be made t o the P a r t i e s f o r premiums o f t h i s coverage 
e x c e p t as i s p r o v i d e d i n E x h i b i t " D " . 

B . Mo change i n t h e i n s u r a n c e s e t f o r t h above and no o t h e r i n 
surance w i l l be c a r r i e d f o r t he b e n e f i t o f the P a r t i e s i n c o n n e c t i o n 
w i t h any o p e r a t i o n s he reunde r un l e s s ag reed t o i n w r i t i n g by t h e 
P a r t i e s . 

X X V I I . 

Force Majeure 

I f any Party ( i n c l u d i n g the Operator, i n i t s capacity as such) 
i s rendered unable, wholly or i n p a r t , by force majeure, t o carry 
out i t s o b l i g a t i o n s under t h i s agreement, other than the o b l i g a t i o n 
t o make money payments, such Party s h a l l give the other P a r t i e s 
prompt w r i t t e n n o t i c e of the force majeure w i t h the reasonably f u l l 
p a r t i c u l a r s concerning i t ; thereupon, the o b l i g a t i o n of the Party 
g i v i n g the n o t i c e , i n s o f a r as i t i s a f f e c t e d by the force majeure, 
s h a l l be suspended d u r i n g , but no longer than, the continuance o f 
the force majeure. The a f f e c t e d Party s h a l l use a l l possible d i l i 
gence t o remove the force majeure as q u i c k l y as po s s i b l e . The r e 
quirement t h a t any force majeure be remedied w i t h a l l reasonable 
dispatch s h a l l not r e q u i r e the settlement of s t r i k e s , l o c k o u t s , or 
other labor d i f f i c u l t y by the Party i n v o l v e d c o n t r a r y t o i t s wishes; 
the handling of a l l such d i f f i c u l t i e s s h a l l be e n t i r e l y w i t h i n the 
d i s c r e t i o n of the Party concerned. The term "force majeure" as here
i n employed, s h a l l mean an act of God, s t r i k e , l o c k o u t , or other i n 
d u s t r i a l or c i v i l disturbance, act of the p u b l i c enemy, war, blockade, 
p u b l i c r i o t , l i g h t n i n g , f i r e , storm, f l o o d , e x p l o s i o n , governmental 
r e s t r a i n t , u n a v a i l a b i l i t y o f equipment and any other cause, whether 
of the k i n d s p e c i f i c a l l y enumerated above or otherwise, which i s not 
reasonably w i t h i n the c o n t r o l o f the Party claimina such suspension. 



XXVIII. 

Laws, Rules and Regulations 

A. This agreement i s expressly subject t o a l l a p p l i c a b l e and 
s u b s i s t i n g laws, orders, rules and r e g u l a t i o n s o f any duly c o n s t i 
t u t e d Federal, State or l o c a l a u t h o r i t y having j u r i s d i c t i o n of the 
premises and a l l operations contemplated hereby s h a l l be conducted 
i n conformity t h e r e w i t h . 

B. I n connection w i t h the performance of work under t h i s agree
ment, Operator agrees t o comply w i t h a l l of the p r o v i s i o n s of Section 
301 (1) t o (7) i n c l u s i v e of Executive Order 10925, as amended (2 8 F.R. 
6485), which are hereby incorporated by reference i n t h i s agreement. 

XXIX. 

Other Agreements 

A. I t i s understood and agreed t h a t , except f o r the operations 
and other matters s p e c i f i c a l l y covered h e r e i n , nothing contained i n 
t h i s agreement s h a l l be i n any manner deemed t o amend, modify or 
change the pr o v i s i o n s of any operating agreement between any of the 
P a r t i e s covering a l l or any p o r t i o n of the Contract Area. A l l 
matters r e l a t i n g t o the d r i l l i n g , completing and operating any w e l l 
on the Contract Area, the development and operation of any Tract 
and the ownership of any production which may be obtained therefrom, 
s h a l l be i n accordance w i t h such operating agreements, unless other
wise provided h e r e i n . A l l r i g h t s and duties of the P a r t i e s t o said 
o p erating agreements, other than those s p e c i f i c a l l y set f o r t h h e r e i n , 
s h a l l be governed and c o n t r o l l e d by any of such operating agreements. 
I n the event of any c o n f l i c t between the terms o f any of such agree
ments and the terms of t h i s agreement, i t i s agreed t h a t the terms 
of t h i s agreement s h a l l c o n t r o l . 

B. The Part i e s recognize the necessity of making and e n t e r i n g 
i n t o communitization and other s i m i l a r agreements i n order t o comply 
w i t h the spacing and ot h e r appli c a b l e r e g u l a t i o n s , laws, ru l e s and 
orders of the United States of America and the State of New Mexico. 
The P a r t i e s agree t o execute and enter i n t o any such communitization 
agreements as may be necessary t o comply w i t h such laws, orders, 
rules and r e g u l a t i o n s and t o accomplish the purposes of t h i s agree
ment . 

C. I t i s f u r t h e r understood and agreed t h a t i t may become 
necessary t o enter i n t o agreements w i t h r o y a l t y owners, o v e r r i d i n g 
r o y a l t y owners and other p a r t i e s owning an i n t e r e s t i n the Operated 
Substances, t o provide f o r the common storage, commingling, meter
i n g , measuring or accounting f o r , of Operated Substances. The 
P a r t i e s do hereby authorize Operator t o enter i n t o such agreements 
as may be necessary or convenient to commingle, s t o r e , meter, measure 
or account f o r any produced Operated Substances. The P a r t i e s do 
hereby s t i p u l a t e and agree t h a t i t s h a l l not be necessary f o r Operator 
to secure the execution or r a t i f i c a t i o n o f any of such agreements by 
any of the P a r t i e s ; provided, t h a t a l l such agreements, i n s o f a r as 
the same cover the working i n t e r e s t ownership of Operated Substances, 
are made expressly subject t o the terms and p r o v i s i o n s of t h i s agree
ment; and provided, f u r t h e r , t h a t Operator, a f t e r such agreements have 
been approved by the governmental bodies or agencies which r e q u i r e 
such approval, f u r n i s h each Non-Operator a copy of such agreements, 
upon r e c e i v i n g a w r i t t e n request t h e r e f o r . Notwithstanding anything 
contained i n t h i s A r t i c l e t o the c o n t r a r y , the P a r t i e s agree t o exe
cute such f u r t h e r instruments or assurances as may be necessary t o 
accomplish the purposes of t h i s A r t i c l e . 
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XXX. 

Relationship of the P a r t i e s 

A. The r i g h t s , 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 hereunder 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 . 
Each Party s h a l l be i n d i v i d u a l l y responsible only f o r the o b l i g a 
t i o n s and l i a b i l i t i e s expressly assumed hereunder and s h a l l be 
l i a b l e only f o r i t s p r o p o r t i o n a t e p a r t of the costs and expenses 
i n c u r r e d hereunder. 

B. I t i s understood and agreed t h a t i t i s n e i t h e r the purpose 
nor i n t e n t i o n of t h i s agreement t o c r e a t e , nor s h a l l the same be 
construed as c r e a t i n g , any mining p a r t n e r s h i p , commercial p a r t n e r 
ship or any other p a r t n e r s h i p r e l a t i o n s , nor s h a l l the operations 
or acts of the P a r t i e s hereunder be construed or considered as a 
j o i n t venture, agency or any other such e n t i t y . 

C. While the o b l i g a t i o n s of each of the P a r t i e s are several 
and not j o i n t or c o l l e c t i v e , i f s o l e l y f o r Federal or State income 
tax purposes, and f o r no other reason, the P a r t i e s should be r e 
garded as partners or j o i n t v e nturers, and the operations c a r r i e d 
on under t h i s agreement be required t o be t r e a t e d as a p a r t n e r s h i p 
as defined i n Section 761 of the I n t e r n a l Revenue Code of 1954 f o r 
Federal Income Tax, each and a l l the P a r t i e s do hereby e l e c t under 
the a u t h o r i t y of Section 761(a) t o exclude such operations from 
the a p p l i c a t i o n of a l l of Subchapter K of Chapter 1 of S u b t i t l e A 
of such Code. Each Party authorizes and d i r e c t s the Operator t o 
execute such an e l e c t i o n upon i t s behalf and t o f i l e the same i n 
the proper a d m i n i s t r a t i v e o f f i c e or agency. I f requested by 
Operator t o do so, each Party agrees t o execute and j o i n i n such 
e l e c t i o n or e l e c t i o n s . I f the law or r e g u l a t i o n s of the State of 
New Mexico should now or h e r e a f t e r r e q u i r e the same or s i m i l a r 
e l e c t i o n as above provided, the p r o v i s i o n s of t h i s A r t i c l e s h a l l 
i n l i k e manner apply t o a l l such laws or r e g u l a t i o n s . 

XXXI. 

Notices 

A l l n otices required hereunder s h a l l be i n w r i t i n g and s h a l l 
be deemed t o have been pr o p e r l y served when sent by m a i l or t e l e 
gram, w i t h charges prepaid, t o the address of the r e p r e s e n t a t i v e 
o f each Party as f u r n i s h e d t o Operator i n accordance w i t h A r t i c l e 
V I I I . 

XXXII. 

E f f e c t i v e Date and Term 

This agreement s h a l l become e f f e c t i v e as of 7:00 A.M., M.S.T., 
the day of ____i_r___r___s^ , 19 , and, unless 
sooner terminated i n w r i t i n g by a l l P a r t i e s , t h i s agreement s h a l l 
remain i n f u l l force and e f f e c t so long as the leases covering a l l 
or any p o r t i o n of the Contract Area remain i n f u l l force and e f f e c t 
as t o the Strawn Formation. This agreement s h a l l not f u l l y terminate 
u n t i l there i s a f i n a l accounting between the P a r t i e s . 

XXXIII. 

Covenants Run w i t h the Land 

The terms, covenants and p r o v i s i o n s hereof s h a l l be deemed t o 
be covenants running w i t h the lands and the leasehold estates sub
j e c t hereto and s h a l l be b i n d i n g upon and inure t o the b e n e f i t o f 
the P a r t i e s , t h e i r respective h e i r s , devisees, executors, adminis
t r a t o r s , personal r e p r e s e n t a t i v e s , successors and assigns. 
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XXXIV. 

Counterpart Execution 

A. This agreement may be executed i n one or more counterparts 
or by any instrument agreeing t o be bound by the terms hereof w i t h 
the same force and e f f e c t as i f a l l P a r t i e s had j o i n e d i n the execu
t i o n of one and the same instrument. 

B. This agreement s h a l l be bin d i n g upon a l l P a r t i e s who execute 
the same or agree t o be bound by the p r o v i s i o n s hereof, notwithstand
i n g t h a t a l l P a r t i e s may not execute the same or agree t o be bound 
by the terms and pr o v i s i o n s hereof. 

A. The headings o f a l l a r t i c l e s hereof are f o r convenience 
only and s h a l l not be used i n any manner i n construing any p r o v i 
sion of t h i s agreement. 

B. No funds received by Operator under t h i s agreement need 
be segregated or maintained by i t as a separate fund, but may be 
commingled w i t h i t s own funds. 

C. This agreement i s not intended t o provide, and s h a l l not 
be construed t o provide, d i r e c t l y or i n d i r e c t l y , f o r any coopera
t i v e r e f i n i n g , j o i n t sale or marketing of Operated Substances. 

D. I n the event any p r o v i s i o n of t h i s agreement should be 
determined or declared t o be i n v a l i d or unenforceable by a court 
of competent j u r i s d i c t i o n , such p r o v i s i o n s h a l l be deemed t o be 
deleted from t h i s agreement and t h i s agreement, as so modified and 
amended, s h a l l continue i n f u l l force and e f f e c t as herein provided, 

IN WITNESS WHEREOF,the Pa r t i e s have executed t h i s agreement 
as of the day and year f i r s t above w r i t t e n , on the dates shown on 
the respective acknowledgments, but e f f e c t i v e as hereinabove pro
vided. 

XXXV. 

Miscellaneous Provisions 

TENNECO OIL COMPANY 

I I OPERATOR II 

D. H. Byrd 

CONTINENTAL OIL COMPANY 

By 
A t t o r n e y - i n - F a c t 

ATTEST: EL PASO NATURAL GAS COMPANY 

By 
Secretary Vice President 
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ATTEST: GREAT WESTERN DRILLING COMPANY 

S e c r e t a r y 
By 

P r e s i d e n t 

ATTEST: KERR-McGEE OIL INDUSTRIES, INC, 

S e c r e t a r y 
By 

V i c e P r e s i d e n t 

PAN AMERICAN PETROLEUM CORPORATION 

By 
A t t o r n e y - i n - F a c t 

ATTEST: PHILLIPS PETROLEUM COMPANY 

Secretary 
By 

Vice President 

ATTEST: SOUTHERN NEW MEXICO OIL CORPORATION 

Secretary 
By 

President 

"NON-OPERATORS" 

THE STATE OF TEXAS X 

COUNTY OF MIDLAND \ 
s s 

The f o r e g o i n g i n s t r u m e n t was acknowledged b e f o r e me t h i s 
day o f V J U s r A _ _ 1965, by Q . y ) > / , - ' / . , f ( " 

; n t and At1 Agent and A t t o r n e y - i n - F a c t o f Tenneco O i l Company, a Delaware c o r p o r a 
t i o n , on b e h a l f o f s a i d c o r p o r a t i o n . 

' / N o t a r y P u b l i c i n and f o r 
M i d l a n d C o u n t y , Texas 

My commiss ion e x p i r e s /fc - / ' - ^ <f 
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THE STATE OF X 
S S 

COUNTY OF X 

The fo r ego ing ins t rument was acknowledged be fo re me t h i s 
day o f , 19 , by D. H. Byrd . 

My commission expi res 

Notary P u b l i c i n and f o r 
County, 

THE STATE OF X 
ss 

COUNTY OF X 

The foregoing instrument was acknowledged before me th i s 
day of , 19 , by 
Attorney- in-Fact of Continental O i l Company, a Delaware corporation, 
on behalf of sa id corporation. 

Notary Publ ic in and for 
County, 

My commission expires 

THE STATE OF X 
ss 

COUNTY OF X 

The foregoing instrument was acknowledged before me t h i s 
day of , 19 , by 
Vice President of El Paso Natural Gas Company, a Delaware corporation, 
on behalf of said corporation. 

Notary Public i n and f o r 
County, 

My commission expires 

THE STATE OF X 
ss 

COUNTY OF X 

The foregoing instrument was acknowledged before me t h i s 
day of , 19 , by 
President of Great Western D r i l l i n g Company, a 
corporation, on behalf of said corporation. 

Notary Public i n and fo r 
County, 

My commission expires 
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THE STATE OF 

COUNTY OF 

I 
SS 

X 
The foregoing instrument was acknowledged before me t h i s 

day o f , 19 , by 
Vice Pres ident of Kerr-McGee O i l I n d u s t r i e s , I n c . , a 
c o r p o r a t i o n , on behalf of said c o r p o r a t i o n . 

Notary Public i n and f o r 
County, 

My commission expires 

THE STATE OF X 
SS 

COUNTY OF X 

The foregoing instrument was acknowledged before me t h i s 
day o f , 19 , by 
A t t o r n e y - i n - F a c t o f Pan American Petroleum C o r p o r a t i o n , a Delaware 
c o r p o r a t i o n , on beha l f o f s a i d c o r p o r a t i o n . 

Notary P u b l i c i n and f o r 
County, 

My commission expires 

THE STATE OF X 
ss 

COUNTY OF X 

The foregoing instrument was acknowledged before me t h i s 
day of ^ , 19 , by 
Vice President of P h i l l i p s Petroleum Company, a 
co r p o r a t i o n , on behalf o f sa i d c o r p o r a t i o n . 

Notary Public i n and f o r 
County, 

My commission expires 

THE STATE OF X 
ss 

COUNTY OF X 

The foregoing instrument was acknowledged before me t h i s 
day of , 19 , by 
President of Southern New Mexico O i l Corporation, a 
co r p o r a t i o n , on behalf o f sa i d c o r p o r a t i o n . 

Notary P u b l i c i n and f o r 
County, 

My commission expires 
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EXHIBIT "A" 

Attached t o and made a p a r t of t h a t c e r t a i n 
Operating Agreement f o r the Jones Automatic 
Custody Transfer F a c i l i t y dated the 
day of , 19 . 

Contract Area 

Lease No. 1: 

Lessor: 
Lessee of Record: 
Lease Committed By: 
S e r i a l Number of Lease: 
Date of Lease: 
De s c r i p t i o n of Lands 
Subject t o Agreement: 

Number of Acres: 

United States of America 
H. N. Sweeney 
Tenneco O i l Company 
NM 0309377-A (formerly NM 09003) 
A p r i l 1, 1953 

Township 19 South, Range 31 East 
Section 13: NE/4 SW/4 
40 

Lease No. 2: 

Lessor: 
Lessee of Record: 
Lease Committed By: 
S e r i a l Number of Lease: 
Date of Lease: 
De s c r i p t i o n of Lands 
Subject to Agreement: 

Number of Acres: 

United States of America 
E l s i e G. Gorman 
Tenneco O i l Company 
NM 09003 
A p r i l 1, 1953 

Township 19 South, Range 31 East 
Section 13: W/2 SW/4 
80 

Lease No. 3: 

Lessor: 
Lessees of Record: 

Lease Committed By: 

S e r i a l Number of Lease: 
Date of Lease: 
De s c r i p t i o n of Lands 
Subject t o Agreement: 

Number of Acres: 

United States of America 
Pan American Petroleum Corporation 
and Continental O i l Company 
Pan American Petroleum Corporation 
and Continental O i l Company 
NM 0309377 (formerly NM 09003) 
A p r i l 1, 195 3 

Township 
Section 
40 

19 
ITT 

South, Range 31 East 
SE/4 SW/4 

Lease No. 4: 

Lessor: 
Lessee of Record: 
Lease Committed By: 
S e r i a l Number of Lease 
Date of Lease: 
De s c r i p t i o n of Lands 
Subject t o Agreement: 

Number of Acres: 

United States of America 
Thomas L. Dozier 
Tenneco O i l Company 
NM 0554775 
September 1, 196 4 

Township 19 South, Range 31 East 
Section 14: N/2 SW/4, SE/4 SW/4 
120 



Lease i"iO. 5: 

Lessor: 
Lessee of Record: 
Lease Committed By: 
S e r i a l Number of Lease: 
Date of Lease: 
De s c r i p t i o n of Lands 
Subject t o Agreement: 

Number of Acres: 

Lease No. 6: 

Lessor: 
Lessee of Record: 
Lease Committed By: 
S e r i a l Number of Lease: 
Date of Lease: 
Des c r i p t i o n of Lands 
Subject t o Agreement: 

Number of Acres: 

Lease No. 7: 

Lessor: 
Lessees of Record: 
Lease Committed 3y: 

S e r i a l Number of Lease: 
Date of Lease: 
De s c r i p t i o n of Lands 
Subject t o Agreement: 

Number of Acres: 

Lease No. 8: 

Lessor: 
Lessees of Record: 

Lease Committed By: 

S e r i a l Number of Lease: 
Date of Lease: 
Des c r i p t i o n of Lands 
Subject t o Agreement: 

Number of Acres: 

Lease No. 9 

Lessor: 

Lessees of Record: 

Lease Committed By: 

S e r i a l Number o f Lease: 

E x h i b i t "A" 

United States of America 
E l Paso Na t u r a l Gas Company 
El Paso Natural Gas Company 
NM 0175771 
Jul y 1, 1961 

Township 19 South, Range 31 East 
Section 14: SW/4 SW/4 
40 

United States of America 
Great Western D r i l l i n g Company 
Great Western D r i l l i n g Company 
NM 0149954 
March 1, 1961 

Township 19 South, Range 31 East 
Section 23: NW/4 NW/4 
40 

United States of America 
Homer E. Dickes and Don Angle 
Tenneco O i l Company and 
Continental O i l Company 
NM 09003 
A p r i l 1, 195 3 

Township 19 South, Range 31 East 
Section 23: NE/4 NW/4 
40 

United States of America 
Tenneco O i l Company, Continental 
O i l Company and D. H. Byrd 
Tenneco O i l Company, Continental 
O i l Company and D. H. Byrd 
NM 0107697 (formerly LC 029358) 
January 1, 19 40 

Township 19 South, Range 31 East 
Section 23: W/2 NE/4 
80 

United States of America 
Tenneco O i l Company and 
Continental O i l Company 
Tenneco O i l Company and 
Continental O i l Company 
NM 0107697 (formerly LC 029358) 

Page 2 



Lease No. 9 (Cont inued) : 

Date of Lease: 
Des c r i p t i o n of Lands 
Subject t o Agreement: 

January 1, 19 40 

Township 19 South, Range 31 East 
Section 23 
S/2 NW/4 
Section 24 
Section 25 
Section 26 

E/2 NE/4, SE/4, SW/4, 

Number of Acres 

W/2, W/2 NE/4 
A l l 
A l l 

Township 19 South, Range 32 East 
Section'30: Lots 1 and 2 (W/2 NW/4) 
2241.52 

Lease No. 10: 

Lessor: 
Lessee of Record: 
Lease Committed By: 
S e r i a l Number of Lease: 
Date of Lease: 
Desc r i p t i o n of Lands 
Subject t o Agreement: 

Number of Acres: 

United States of America 
Sadie C. Jones 
Southern New Mexico O i l Corporation 
LC 029358 
January 1, 19 40 

Township 19 South, Range 31 East 
Section 24: E/2 NE/4 
80 

Lease No. 11: 

Lessor: 
Lessees of Record: 

Lease Committed By: 

S e r i a l Number o f Lease: 
Date o f Lease: 
D e s c r i p t i o n o f Lands 
Subjec t t o Agreement: 

Number o f Acres: 

Uni ted States o f America 
P h i l l i p s Petroleum Company and 
Kerr-McGee O i l I n d u s t r i e s , I n c . 
P h i l l i p s Petroleum Company and 
Kerr-McGee O i l I n d u s t r i e s , I n c . 
NM 010 7698 
August 1 , 1951 

Township 19 South, Range 32 East 
Sec t ion 30: E/2 NW/4 
80 

A l l i n Lea and Eddy Counties, New Mexico. 

E x h i b i t "A" - Page 3 



o v o c o - j c r > u i * k ( j j i > j | — " 

i-3 
H 
PJ 
O 
r t 

Z 
0 

> 
D r—1 

CD c—' 

M sr H-
3 H-

1 
S) 

1 
•3 

Q CD Q 
C OJ 

CD 3 
H cn 

sr PJ Sr 
H-

TJ TJ 
=)*= 

r-" r—1 l—i 

tD to 

cn CO 
0 0 
c 
r t r t 

sr 
* 
» 
PJ & Sl 5 

tQ 
CD CD 

OJ 
NJ J—1 

K z M 
PJ PJ 
CQ \ cn 
r t A . r t 

^ 
Z 
• • 3 3 
• 

• 
TJ TJ 

• • 
3 3 
• • 

> 
f M 
CD OJ 
PJ CL 

n 
0 O 
c 0 
3 c r t 3 

U) r t 
o << 

z CD Z 
CD 

s: 
3 
CD 3 

CD 
H- X 
O H-
0 O 

0 

03 C-t 
£ o 
CD 3 
CD CD 
3 CD 
CD 

I 

CD CD 
&• l-f 
CD pj 
H M 
PJ 
I—' = 

w 
=tt= s 
M 

=**= 

r _ , r_ , cL |CL | r_ |C_ ,C |C4 

o o o o o o o o 
3 3 3 3 3 3 3 3 
CDCDCDCDCDCDCDCD 

wcncncnwcncncn 
CDCDCDCDCDCDCDCD 
Q j Q j O j O i Q i O i O i O i 
CDCDCDCDCDCDCDCD 

p J Q j p j p J p J p J O j O j 
H I - ' t - ' l - ' l - ' l - ' H I - ' 

S 3 =8= 3 3 3 3*= 

co CD INJ 3 o n t d r - ' 
= = H - 3 3 3 

r t 
=*==*= f̂c =*r 
H (O =**= r—' |—1 U ) 

£ * > i > i { ^ > » » l > > £ » > C * > ( ^ > ( a » » £ » 

H W W W W W t O f O N K ) 
U ) C O U l U 1 U 1 , t j . i f e 4 ^ ( j J U ) 

1-3 

OJ 
O 
r t 

Z 
PJ 

§ 
PJ 
3 
O i 

32 
CD 

TJ 
> 

Hi 
o H 
CD O 
cn H 
n TJ 
ri > 
H- •3 
TJ H 
r t z H- n 0 
3 > 

w 
> 

CO 
CD 
O 
r t 
H-
O 
3 

Z 
O 

a n o 
PJ C TJ 
^< cn CD 

r t n 
O O P ) 
H, OJ r t 

k< p . 
3 

i-3 tQ 
H. 
PJ > 
3 tQ 
cn \-t 
Hi CD 
CD CD 

n 3 
CD 

r r j 3 
p j r t 
n 
H - M l 
M O 
H- ^ 
r t 

^< r t 
sr 

0-, CD 
PJ 
r t C i 
CD o 

» Oi 3 
CD 

f—1 r t cn 
to 3* 

CD > 
C 
r t 
O 
3 
PJ 
r t 
p-
o 

> 
r t 
r t 
PJ 
o 
Sr 
CD 
O i 

r t 
O 

PJ 
3 
O i 

3 
PJ 
O i 
CD 

PJ 

TJ 
PJ 
ri 
r t 

O 
i-h 

r t 
sr 
PJ 
r t 

O 
CD 
• I 
r t 
PJ 
H-
3 

td 
X 
SC 
H 
Cd 

ca 

M O O t D t O t O t O t Q t O t O k D 

NJ tO |-> 

TJ 
PJ 
ri 

r t 

O 

r-h 

f 
CD PJ cn 



EXHIBIT "C" 

Attached to and made a part of that certain 
Operating Agreement for the Jones Automatic 
Custody Transfer F a c i l i t y dated the 
day of , 19 . 

INTEREST OF THE PARTIES 

Par ty I n t e r e s t i n F a c i l i t y 

Tenneco O i l Company 46.612 3 % 
C o n t i n e n t a l O i l Company 40.9 30 3 
Southern New Mexico O i l Corpora t ion 4.5 455 
D. H. Byrd 2.2727 
P h i l l i p s Petroleum Company 2.2514 
Kerr-McGee O i l I n d u s t r i e s , I n c . 2.2514 
Pan American Petroleum Corpora t ion 1.136 4 

100.0000 % 



COPAS — 1962 

EXHIBIT " D " 
Attached to and made a part 0 f

 t h a t certain Operating Agreement 
for the Jones Automatic Custody Transfer Fac i l i ty dated 
the day of , 1 9 . 

A C C O U N T I N G P R O C E D U R E 
(JOINT OPERATIONS) 

I. GENERAL PROVISIONS 
1. Definitions 

"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^f^P$$6¥i&$, 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? o r as 
maintained T>y 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 bi l l 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 w i l l be accompanied by statements reflecting the total charges 
and credits as set forth under Subparagraph . ^ 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 the rate of^^xier cent ) per 
annum until paid. eigJXC Oft 

6. 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 V I I . 

7. Audits 
A Non-Operator, upon notice in writ ing 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 the time for the taking of written exception to and the adjustment of accounts as provided for in Paragraph 
6 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 wi l l result in a minimum of inconvenience to 
the Operator. 

II. DIRECT CHARGES 

Subject to limitations hereinafter prescribed, Operator shall charge the Joint Account with the following items: 

2. Labor 

A. Salaries and wages of Operator's employees directly engaged on the Joint Property in the conduct of the Joint 
Operations, and salaries or wages of XbeKtaaxxk employees who are temporarily assigned to and directly 
employed on the Joint Property. 

B. Operator's cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to the 
employees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this Section I I 
and Paragraph 1 of Section I I I ; 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 1 of Section I I I . 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 nf salaries and 'wages chargeable to the Joint Account under Paragraph 2A of this Section I I and Para
graph 1 of Section I I I If percentage assessment is used, the rate shall be based or. 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 I I and Paragraph 1 of Section I I I . 

D. Reasonable personal expenses of those employees whose salaries and wages are chargeable to the Joint Account 
under Paragraph 2A of this Section I I and for which expenses the employees are reimbursed under Operator's 
usual practice. 

— 1 — 



1. Rentals and Royalties 

Delay or other rentals and royalties becoming due under the terms of any o i l and 
gas lease described i n Exhibit "A" hereof shall be paid as provided i n the agree
ment to which t h i s Accounting Procedure is attached;, but such payments shall not 
be cnarged to the Joint Account. Any rental or other payment becoming due under 
any surface lease, easement or other agreement acquired pursuant to the terms of 
the agreement to which t h i s Accounting Procedure i s attached shall be paid by the 
Operator f o r the Joint Account of the Parties. 



., . „ ,.. f i f t e e n 15% 
3. Employee Benefits - 7 / 

Operator's current cost of established plans for employees' group life insurance, hospitalization, pension, retire
ment, stock purchase, thr i f t , bonus, and other benefit plans os a like nature, applicable to Operator's labor cost; pro
vided however, the total of such charges shall not exceed }S?{Xpercent of Operator's labor costs chargeable 
to the Joint Account under Paragraphs 2A and 2B of this Section I I and Paragraph 1 of Section I I 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 be required for immediate use: and the accumulation of surplus stocks shall be avoided. 

5. Transportation 
Transportation of employees and Material necessary for the Joint Operations but subject to the following limitations: 
A. If Material is moved to 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 or 
railway receiving point where like material is available, except by agreement with Non-Operators. 

B. If surplu 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 I I and Paragraph 2 of Section I I I . 
B. Use and service of equipment and facilities furnished by Operator as provided ir. Paragraph 5 of Section IV. 

7. 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 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 m settlement or satisfaction of any 
such litigation or claims: provided, (a) no charge shall be made for the services of Operator's legal staff cr 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 
A l l 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, 

l f l . 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 I I . or in Section I I I . 
and which is incurred by the Operator for the necessary and proper conduct of the Joint Operations. 

I I I . INDIRECT CHARGES 
Operator may charge the Joint Account for indirect costs either bv use of an allocation of district expense items ij&SJSXX 

tfKKalXlX^SMJC^^ provided for in Paragraph* 1,SXKKX«J£S£ 
X k i e 3 s x ^ M t f X K 8 S X l ^ 

OPERATOR SHALL CHARGE THE JOINT ACCOUNT UNDER THE TERMS OF: 
j£ Paragraphx 1. Stj«»Jdx3c (Allocation of district expensejpttC9C3£iS^xnaK2tMX2ita 

xaxeflxxxskigcC) 
[~ 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, ar.d a pro rata portion of the cost of 
maintaining and operating a production office known as Operator's D i s t r i c t P r o d u c t i o n 

office located at or near M i d l a n d , Texas (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. I n l i e u o f other charges provided f o r i n t h i s Paragraph 1 , Operator s h a l l charge 
the J o i n t Account a t the r a t e o f $10.00 per Committed Well per month. 

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 I I I , 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 I I . 

WELL BASIS (RATE PER WELL PER MONTH) 
PRODUCING WELL RATE 

(Use Current Producing Depth) 

Al l Wells 
First Five Next Five Over Ten 

DRILLING WELL RATE 
lUse Totol Depth) 

Well Depth Each Wel l 

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 
this Paragraph. 2 of Section I I I . unless such cost and exper.se are agreed upon between Operator and Non-Operators 
as a direct charge to the Joint Account. 

— 2 — 



3. Operator's Fully Owned Warehouse Operating and Maintenance Expense 
(Describe fu l ly the agreed procedure to be followed by the Operator.) 

Combined Fixed Rates 
Operator shall charge the Joint Account for the services covered by Paragraph 1, 2 and 3 of this Section I I I , the 
following fixed per well rates: 

WELL BASIS (RATE PER WELL PER MONTH) 
PRODUCING WELL RATE 

DRILLING WELL RATE (Use Current Producing Depth) 
(Use Totol Depth) 

A l l Wells 
Well Depth Each Well First Five Next Five Over Ten 

Said fixed rate (shall) (shall not) include salaries and expenses of production foremen. 

5. Application of Administrative Overhead or Combined Fixed Rates 
v The following limitations, imliucticms and tlidrges shall apply in the application of the per well rates as provided 

XHjder either Paragraph 2 or Paragraph 4 of this Section I I I : 
A. enlarges for dril l ing wells shall begin on the date each well is spudded and terminate on the date the drfl l ing or 

completion rig is released, whichever is later, except that no charge shall be made during the sttspension of 
drilling^erperations for fifteen (15) or more consecutive days. 

B. The statusoiywells shall be as follows: 
(1) Producing^&as wells, injection wells for recovery operations, water supply wells upHzed for water flooding 

operations ana^alt water disposal wells shall be considered the same as produemg wells. 
(2) Wells permanentljNshut down but on which plugging operations are defef*€d shall be dropped from the 

well schedule at the thqe the shutdown is effected. When such a wellxis plugged a charge shall be made 
at the producing well rates. 

(3) Wells being plugged back, drliled deeper, converted to a source^erfinput well, or which are undergoing any 
type of workover that requires tJa^use of a drilling or workewr rig shall be considered the same as drilling 
wells. yS 

(4) Temporarily shut-down wells, which areHjpt produgefXor worked upon for a period of a f u l l calendar month, 
shall not be included in the well schedule, ppovjdfid however, wells shut in by governmental regulatory 
body shall be Included in the well schedule OHFoqthe event the allowable production is transferred to some 
other well or wells on the Joint Property^-Tn the eve^stof a unit allowable, all wells capable of producing 
w i l l be counted in determining the clrarge. 

(5) Gas wells shall be included in the^tvell schedule if directlj^Nconnected to a permanent sales outlet even 
though temporarily shut in du^to overproduction or failure of^purchaser to take the allowed production. 

(6) Wells completed in multipjjg^iorizons, in which the production is noNoommingled down hole, shall be con
sidered as a producimj^vvell for each separately producing horizon, 

C. The well rates shall appj^to the total number of wells being drilled or operatecTHmder the agreement to which 
this Accounting Prp<!edure is attached, irrespective of individual leases. 

D. The well rates sb^u be adjusted on the first day of Apr i l of each year following the effective date of the agree
ment to whiplf'this Accounting Procedure is attached. The adjustment shall be computeaSbv multiplying the 
rate c u i ^ m l y in use by the percentage increase or decrease in the average weekly earnings orSrude Petroleum 
andIpas Production Workers for the last calendar year compared to the preceding calendar yearss shown by 
"̂ Pne Index of Average Weekly Earnings of Crude Petroleum and Gas Production Workers" as publishe^by the 

. / U n i t e d States Department of Labor, Bureau of Labor Statistics. The adjusted rates shall be the rates currently 
in UDC, plua or minuo the computed adjuatmcnt. 

Sm -̂gor tho conatruetion of comprcaaor plants, water stations, secondary receiver ,y systems, salt ivatei dispc^aL-IcKiiii-
ties7~aTrd--aUTerjsuch projects, as distinguished f rom the more usual dril l ing and producingoroej^a+rerfisT Operator 
in addition to tn^~A4«iiriistrative Overhead or Combined Fixed Rates provided foj^Jji--Pafa^raph 2 and 4 of this 
Section I I I , shall charge ttie~'7jTjrR4-Acrount with an additional overhead cJoai1ge""a1ffollows: 
A. Total cost less than $25,000, no charg 
B. Total cost more than $25,000 but less than $K)JD38$r^^_% of total cost. 
C. Total cost of $100,000 or m o r e , ^ _ _ ^ - - - r j i ^ f ^ « r s t $ 1 0 0 , 0 0 ? l 3 T u ^ : r r = ^ i £ o f all over 5100,000 of total cost. 
Total cost shall mean thet^iL\a4--gr6lJscost of any one project. For the purposeoTT*ri«-Earagraph the component parts 
of a single pixrjejit-sfraTTnot be treated separately and the cost of dril l ing wells shall beexC 
The^jeerftrTates provided for in this Section I I I may be amended from time to time by mutual agreeTrrerrt4^tween 

ie Parties hereto if, in practice, the lates aie found ta be insufficient or excessive. ' 

IV. BASIS OF CHARGES TO JOINT ACCOUNT 
Subject to the further provisions of this Section IV, Operator w i l l 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. Materia] furnished f rom Operator's Warehouse or Other Properties 
A. New Material (Condition " A " ) 

(1) Tubular goods, two inch (2") and over, shall be priced on Eastern M i l l base ( i . e. Youngstown, Ohio; Lorain, 
Ohio; and Indiana Harbor, Indiana) on a minimum 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 

as Condition " B " and priced at seventy-five per cent (75 r c) of the current price of new Material. 
(2) Material which cannot be classified as Condition " B " but which, 

(a) After reconditioning w i l l 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 f i f t y per cent (50Tc) 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 
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6. For construction and i n s t a l l a t i o n of the F a c i l i t y provided fo r i n the agreement to 
which th i s Accounting Procedure i s attached, as distinguished from the cost of 
operating such F a c i l i t y , Operator shall charge construction overhead to the Joint 
Account at the following rates: 

A. For any single project costing less than $20,000, 5$ of the t o t a l cost. 
B. For any single project costing $20,000 or more, of the f i r s t $20,000 

plus 3/0 of a l l over $20,000 of t o t a l cost. 

Total cost shall mean the t o t a l gross cost of any one project. For the purpose 
of t h i s Paragraph the component parts of a single project shall not be treated 
separately, however, any expansion of the F a c i l i t y shall be deemed a separate 
or new project for each expansion. 



some other purpose, shall be priced on a basis comparable with that of items normally used for such other 
purpose. 

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

EgcwiiuiM Pfieea — 
WheTieveT-Materiid^snot readily obtainable at prices specified in Paragraphs 1 and 2 oMtii^JSeetkrrTJ.V because of 
national emergencies7litrite5--e^^ causes over which the_'Or>exaieJ!--4raS"n"o~~^^ the Operator may 
charge the Joint Account for the requlrecTTyferteriaLaLth^ cost incurred in procuring such Material, 
in making it suitable for use, and in_j!xasiifi^---it~To the~7JWrrt—Btajjexty, provided, that notice in wri t ing is 
furnished to Non-Opei3tojs-^f-+hT-p7oposed charge prior to billing Non^OpefTrr>T3--faiL_gurti Material. Each Non-
Or^ratoi^h^^HTai'TiTiie right, by so electing and notifying Operator within 10 days afteF~Te7emf*^~Qoiice_^om 

'"•"Orperotor, to furnioh in kind-all or part of hia aharc of auch Material suitable for U3C and acceptable to Opcrr7itolv~=^ 
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, i n 
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 
The Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus Condi
tion " A " or " B " Material. The disposition 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 w i l l 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 I . 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 V I shall be the price specified for New Material in Section IV. 

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 C15 r' f) of current new price if Material was charged to Joint Account as new. or 
B. At sixty-five per cent (65 1 ! ) of current new price if Material was originally charged to the Joint Account as 

secondhand at seventy-five percent {75 r , ) of new price. 
4. Other Used Material 

Used Material (Condition "C"), at f i f t y per cent (50^ ) of current new price, being used Material which: 
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 V I . such Material shall be priced on a basis that wi l l leave a net charge 
to the Joint Account consistent with the value of the service rendered. 

V I I . INVENTORIES 

1. Periodic Inventories, Notice and Representation 
At reasonable interval.--, 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 
thereof. 

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. 

— 4 — 



Premium Prices 
Whenever ma te r i a l s and equipment are not r e a d i l y ob ta inab le at the cus tomary supply po in t and at p r i c e • s p e c i f i e d in Paragraphs 1 and 2 of t h i a 

Sec t ion H I because of n a t i o n a l emergencies , s t r i k e s or other unusual causes over w h i c h the Operator haa n o c o n t r o l , the Operator may charge 

th* j o i n t account fo r the requi red mate r ia l s on the bas i s of the Opera tor ' s d i r ec t cos t and expense incu r red i n p r o c u r i n g auch mate r i a l s* In m a k i n g 

i t su i t ab l e for use, and in moving it to the l o c a t i o n , p r o v i d e d , however , that at leas t t en days pr io r no t i ce i n w r i t i n g la f u r n i s h e d to Non-Opera tor 

of the proposed a c t i o n to be taken by Operator in o b t a i n i n g or supp ly ing the m a t e r i a l and /o r equipment c a l l e d f o r under the p r o v i s i o n s of t h i s 

paragraph, whereupon Non-Operator s h a l l have the r i gb t by so e l e c t i n g and n o t i f y i n g Operator w i t h i n such t*-n days a f t e r r e c e i v i n g n o t i c e f r o m the 

Operator , to f u r n i s h in k i n d , or in tonnage as-.the pa r t i e s may agree, at the l o c a t i o n , nearest r a i l w a y r e c e i v i n g p o i n t , or Opera to r ' s storage p o i n t 

w i t h i n a comparable d i s t ance , a l l or part of h i s share of ma te r i a l and/'or equipment s u i t a b l e fo r use and accep tab le to the Operator . T ranspo r t a 

t i o n coats on any such mater ia l fu rn i shed by Non-Opera tor , at any point other than at the l o c a t i o n , s h a l l be borne by auch Non-Opera tor , t f , pur-

auant to the p r o v i s i o n s of th i s paragraph, any Non-Opera tor fu rn i shes ma t e r i a l and /o r equipment i n k i n d , appropr ia te ad jus tmen t s of accounts 

be tween Operator and Non-Operator s h a l l be made. Operator agrees to acquire the necessa ry short supp l i e s and equipment r e q u i r e d to conduct 

opera t ions upon the j o i n t l y owned premises and to charge the j o i n t account the re fo r as he re in p rov ided un less Non-Opera to r e l e c t s to supply a l l 

or part of same w i t h i n the s p e c i f i e d pe r iod of t ime . 


