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OPERATING AGREEMENT 

THIS AGREEMENT, entered into th ig_j j j tk_ day of... ... June , 19_Zi... between 

^JS£B21CB_QIL 

hereafter designated aa "Operator", and the signatory parties olher than Operator. 

WITNESSETH, THAT: 

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

unleased mineral interests In the traits of land described in Exhibit "A", and all parties have reached an 

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

provided; 

NOW, THEREFORE, it Is agreed aa follows: 

1. DEFINITIONS 

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

them. 
(j) The words "party" and "parties" shall alwayr mean a party, or parties, lo this agreement.Under Sec

tion 2. A . , the words "party" or "parties" s h a l l mean only those part ic ipating 
in the d r i l l i n g of the proposed we l l . 

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

porate bodies, partnerships, associations, or persons real. 

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

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

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

within the Unit Area which are owned by parties to this agreement. 

(5) The term "Unit Area" shall refer to and include all of the lands, oil and gas leasehold interests and oil 

nnd gas interests Intended to be developed and operated for oil and gas purposes under this agreement. 

Such lands, oil and gas leasehold interests and oil and gas interests are described in Exhibit "A". 

(6) The term "drilling unit" shall mean the area fixed for Ihe drilling of one well (or the area which 

i s necessary to obtain a f u l l allowable for such wel l ) tinder an order or rule of any 

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

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

press agreement of the parties. 

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

in the contract. 

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

oil field supplies and personal property acquired for use in the Unit Area. 

(9) Unless otherwise agreed upon by the parties participating in a well, "Drillsite" 
ahall mean the lease and/or oil and gas interests underlying the proposed well 
insofar as they are within the drilling unit. 

3. TITLE EXAMINATION, LOSS OF LEASES AND OIL AND GAS INTERESTS 
A. Title Examination: 

Bach party hereto shall, ss to 11s contribution end upon request, furnish each other party vtth certi
fied or photostatic copies of all title papers snd opinions in Its possession. 

There shall be no exanlnatlon of title to lesse*, or to oil and gee interests, except that title to 
the drillsite ahall he examined on a complete abstract record by Operator's attorney, and the title to the 
irlllslte sust be approved by the exaainlng attorney, or sccepted by ell parties. A copy or the exanlnlng 
attorney'* opinion ihell be sent to each party mediately after the opinion ls written, and, also each 
party ahall be given, as they ere written, a copy of all subsequent supplements! attorney's reports. A good 
faith effort to satisfy the exaainlng etamey's requlreaents shall be sade hy tha party or parties owning 
the drillsite. 

I f title to ths proposed drillsite ls not approved by the exaainlng attorney or the leaae la not ac
ceptable for a aaterlal reason, snd i l l partis* do not accept th* title, the parties shall select a new 
drillsite for ths first exploratory veil) provided, if ths parties are usable to agree upon another drill-
site, thia agreeawut shall, in that esse, cose to an end snd all pertlee shall then forfeit thslr right* and 
ba relieved of obllgstlons hereunder. I f a new drillsite la selected, title shall be ezssunsd, and title 
shall be approved or sccepted or rejected ln Ilka aaumar as provided above concerning the drillsite first 
selected. I f title to th* tecond choice drillsite ls not approved or accepted, other drillsite*'shaU to 
successive Iy sslsctsd aad title examined, until a drillsite la chosen to which title 1* approved or accepted, 
at until tha parties fell to select another drillsite. A* la the caae of th* drillsite first (elected, *o 
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aleo vith successive choices if the time comes that the parties have not spproved title snd are unable to 
agree upon an alternate drlUeite, the contract ahall, in that case and at that tine, come to an end and all 
parties shall forfeit their rights ond be relieved of obligations under this contract. 

Ho well other than the firot tool ohall be drilled ln the Unit Area until after (1) the title to the 
drillsitc has been examined by an attnmny for ..-no of the participating parties, and (2) the title haa been 
approved by the exaainlng attorney or the title has been accepted by all of the partiea vho ere to partici
pate In the drilling of tlie veil. 

The exaainlng attorney under I his Section 2. A., nay accept title papers and another qualified at
torney' » opinion aa the opinion calico for ebovc rather than conduct a separate title exanlnatlon, 

& Failure of Title: 

Should any oil and gas lease, or Interest therein, be lost through failure of title, this agreement shall, 

nevertheless, continue in force as to all remaining leases and interests, and 

(1) The party whose lease or interest is affected by the title failure shall bear alone the entire loss and It 

shall not be entitled to recover from Operator or the other partiea any development or operating costs 

which it may have theretofore paid, but there shall be no monetary liability on its part to the other par

ties hereto by reason of such title failure; and 

(2) There shall be no retroactive adjustment of expenses incurred or revenues received from the operation 

of the interest which has been lost, but the interests of the parties shall be revised on an acreage basis, 

as of the time it is determined finally that title failure has occurred, so that the interest of the party 

whose lease or Interest It affected by the title failure will thereafter be reduced in the Unit Area by the 

amount ot the Interest lost; and 

(3) If the proportionate interests of the other parties hereto in any producing well theretofore drilled on 

the Unit Area ls increased by reason of the title failure, the party whose title has failed shall receive 

the proceeds attributable to the increase in such interests (less operating costs attributable thereto) 

until tt haa been reimbursed for unrecovered costs paid by it in connection with such well; and 

(4) Should any person not a party to this agreement, who is determined to be the owner of any Interest in 

the title which has failed, pay in any manner any part of the cost of operation, development, or equip

ment, previously paid under thia agreement, aueh amount shall be proportionately paid to tbe party or 

partiea hereto who In the first instance paid the costs which are so refunded; and 

(8) Any liability to account to a third party for prior production of oil and gas which arises by reason of title 

failure shall be borne by the party whose t i t l e f a i l e d , or i f more than one then by the 
part ies whose t i t l e fa i l ed , in the same proportions in which they shared in such 
p r i o r production. 

C Lees of Leases far Csute* Other Than Title Failure: 

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

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

tern and not be renewed or extended, or if any lease or Interest therein is lost due to the fact that the produc

tion therefrom ls shut in by reason of lack of market, the loss shall not be considered a failure of title and all 

such losses shall be Joint losses and shall be borne by all partiea In proportion to their interests and there shall 

be no readjustment of interests ln the Unit Area. (Joint loss only as to losses occur ing a f ter 

the ef fect ive date hereof hy reason of acts performed, or not performed, a f t er said 

date.) 

3. UNLEASED OIL AND GAS INTERESTS 

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

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

bit "D" and for the primary term therein stated. As to such interests, the owner shall receive royalty on produc

tion as prescribed in the form of oil and gas lease attached hereto as Exhibit "D". Such party shall, however, 

oe subject to all of the provisions of this agreement relating to lessees, to the extent that it owns the lessee 

wtereat (See Section 30 A . ) 

4. INTERESTS OF PARTIES 

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

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

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

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

Area, subject to the payment ot lessor's royalties, shall also be owned by the parties In the same manner. 

_ i — 
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I f any i n t e r e s t i n an o i l and gas leaae covered by t h i s agreement i s subject t o 
an over r id ing r o y a l t y , product ion payment, car other charge over and above the usual 
one-eighth ( l / 8 ) r o y a l t y , the pa r ty con t r i bu t i ng tha t in t e res t i n the leases s h a l l 
assume and alone bear a l l such excess ob l iga t ions and s h a l l account f o r then to the 
owners thereof out of i t s share o f the v e r t i n g i n t e r e s t production o f the Un i t Area. 

j . ornAro* or UNIT 

RTTTRS RERVTCE OIL COMPANY . ahall be the Operator of 

the Unit Area, and shall conduct and direct and have full control of all operations on the Unit Area as per

mitted and required by, and within the limits of, this aaeeeshant. It shall conduct all such operations in a good 

and workmanlike manner, but it shall have no liability as Operator to the other parties for losses sustained, 

or liabilities incurred, except such as may result from trots negligence or from breach of the provisions of 

this agreement. 
C. EIITLOYKKS 

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

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

7. TEST WILL 

Subject t o Section 2 hereof, and as soon as p rac t i cab le , Operator s h a l l comm
ence the d r i l l i n g of a w e l l f o r o i l and gas i n the f o l l o w i n g l o c a t i o n : 

1,830 f ee t from the south l i n e and 1,980 f ee t from the 
west l i n e o f Section 14, Township 20 South, Range 28 
East, Eddy County, New Mexico, 

and shall thereafter continue the drilling of the well with due diligence to a depth s u f f i c i e n t to t e s t 
the Devonian Formation or to a depth o f 12,600 f e e t , whichever i s the lesser , 

unless granite or other practically impenetrable substance is encountered at a lesser depth or unless all parties 

agree to complete the well at a lessor depth. 

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

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

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

formation or formations to which this agreement may apply. 

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

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

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

«. COSTS AND EXPENSES 

Except aa herein otherwise specifically provided. Operator shall promptly pay and discharge all costs 

and expenses incurred in the development and operation of the Unit Area pursuant to this agreement and shall 

charge each of the parties hereto with their respective proportionate shares upon the cost and expense basis 

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

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

the body of thia agreement shall prevail. 

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

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

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

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

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

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

such estimate within fifteen (15) days after such estimate and invoice is received, If any party fails to pay Its 

share of said estimate within said time, the amount due shall bear interest at the rate of twelve percent 

(12X) per annum or such maximum rate aa permi t ted by law, whichever i s the lesser , 

u n t i l p a id . Proper adjustment shall be made monthly between advances and actual cost, to the end 

that each party shall bear and pay its proportionate share of actual costs incurred, and no more. 



I. OPERATOR'S LIEN 
Operator in given » first ami preferred lien on the inlrrrst or eiii-h party covered by this contract, nnd 

In each party's interest in oil and gas produced and the proceeds from the salt' thereof and upon 
each party's Interest in material and equipment, to secure the payment of a l l sums 
due from each such party to Operator. 

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

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

other existing remedies. Is authorised, at its election, to collect from the purchaser or purchasers of oil or gas, 

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

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

as to the amount owing by such party. 

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

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

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

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

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

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

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

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

tionately In accordance with the contributions theretofore made by them. See Section 30. , Paragraph 

H. for Non-Operators' L i e n , 

11. TERM OP AGREEMENT 

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

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

tenalon, renewal or otherwise; provided, however, that ln the event the first well drilled hereunder results in 

a dry holt and no other well is producing oil or gas in paying quantities from the Unit Area, then at the end 

of ninety (SO) daya after abandonment of the first test well, this agreement shall terminate unless one or 

more of the parties are then engaged in drilling a well or wells pursuant to Section 12 hereof, or all parties 

have agreed to drill an additional well or wells under this agreement, in which event this agreement shall con

tinue In force until such well or wells shall have been drilled and completed. If production result* there

from this agreement shall continue in force thereafter as If said first test well had been productive in paying 

quantities, but if production In paying quantities does not result therefrom this agreement shall terminate 

at the end of ninety (BO) day* after abandonment of such well or wells. It is agreed, however, that the term

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

prior to the date of such termination. 

I I . LIMITATION ON EXPENDITURES 

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

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

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

necessary expenditure* ln the drilling, testing, completing, and equipping of the well, including necessary 

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

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

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

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

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

excess •»« Ten Thousand Dollars ( $10,900.00 ) 

except in connection with a well the drilling, reworking, deepening, or plugging back ot which ha* been pre

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

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

*uch expense* as ln its opinion are required to deal with the emergency and to safeguard life and property, 

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

request, furnish copies of its "Authority for Expenditure*" for any tingle project costing in ex

cess of • fi.OtXi.no , and for any l e s ser amounts when prepared for Operator's own uae. 



It. OPERATIONS BY LESS THAN ALL PARTIES 

If all the partita cannot mutually agree upon the drilling of any well on the Unit Area other than the 
teat well provided for in Section 7, or upon the reworking, deepening or plugging back of a dry hole drilled 
at the Joint expense ot all parties or a welt Jointly owned by all the parties and not then producing in paying 
quantities) on the Unit Area, any party or parties wishing to drill, rework, deepen or plug back such a well 
may give the other parties written notice of the proposed operation, specifying the work to be performed, 
Ihe location, proposed depth, objective formation and the estimated cost of the operation. The partiea receiv
ing such a notice shall nave thirty (30) days (except as to reworking, plugging back or drilling deeper, where 
a drilling^ Iĝ lJ on location, tha period shall be limited to forty-eight (48) hours exclusive of Saturday or Sun-
o^i)^Vftere?ec«lpt0oHne'*riotlc» within which to notify the parties wishing to do the work whether they elect 
to participate In the cost of the proposed operation. Failure of a party receiving such a notice to so reply to 
It within the period above fixed shall constitute an election by that party not to participate in the cost of the 
proposed operation. 

If any party receiving such a notice elects not to participate in the proposed operation (such party or 
parlies being hereafter referred to as "Non-Consenting Party"), then in order to be entitled to the benefits 
of this section, the party or parties giving the notice and such other parties as shall elect to participate in the 
operation (all luch parties being hereafter referred to as the "Consenting Psrties") shall, within thirty (30) 
days after the expiration of the notice period of thirty (30) days (or as promptly at possible after the expir
ation of the 48-hour period where the drilling rig it on location, at the case may be) actually commence work 
on the proposed operation and complete it with due diligence. 

The entire cost and risk of conducting such operations shall be borne by the Consenting Parties in the 
proportions that their respective interests ss shown In Exhibit "A" bear to the total interests of all Consenting 
Parties. Consenting Parties shall keep the leasehold estates involved in such operations free and clear of all 
Hens and encumbrances of every kind created by or arising from the operations of the Consenting Parties. If 
such an operation results In a dry hole, the Consenting Parties shall plug and abandon the well at their sole 
cost, ritk and expense, tf tny well drilled, reworked, deepened or plugged back under the provisions of this 
section results in a producer of oil and'or gas In paying quantities, the Consenting Parties shall complete and 
equip the well to produce at their sole cost and risk, and the well shall then be turned over to Operator and 
ahall be operated by it at the expense and for the account of the Consenting Parties. Upon commencement of 
operations for the drilling, reworking, deepening or plugging back of any aueh well by Consenting Parties 
In accordance with the provisions of this section, each Non-Consenting Party shall be deemed to have relin
quished to Consenting Parties, and the Consenting Parties shall own and be entitled to receive, in proportion 
to their respective interests, all of such Non-Consenting Party's interest in the well, its leasehold operating 
rights, and share of production therefrom until the proceeds or market value thereof (after deducting pro
duction taxes, royalty, overriding royalty and other interests payable out of or measured by the production 
from such well accruing with respect to such interest until it reverts) shall equal the total of the following: 

(A) 100% of each such Non-Consenting Party's share of the cost of any newly acquired surface equipment 
beyond the wellhead connections (including, but not limited to, stock tanks, separators, treatert, 
pumping equipment and piping), plus 100% of each such Non-Consenting Party's share ot the cost ot 
opetition of the well commencing with first production and continuing until each aueh Non-Consenting 
Party's relinquished interest shall revert to It under other provisions of this section, it being agreed that 
each Non-Consenting Party's share of such costs and equipment will be that interest which would have 
been chargeable to each Non-Contenting Party had it participated in the well from the beginning of 
the operation; and 

<B) m of that portion of the costs and expenses of drilling, reworking, deepening or plugging back, 
testing and completing, after deducting any cash contributions received under Section JS, and *Stf» 3002 
of that portion of the cost of newly acquired equipment in the well (to and including the wellhead 
connections), which would have been chargeable to such Non-Consenting Party if it had participated 
therein. 



In tho case of any reworking, plugging back or deeper drilling opemtlon, the Consenting Pin tles shall 

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

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

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

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

Within sixty (80) days after the completion of any operation under this section, the party conducting 

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

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

plugging back, testing, completing, nnd equipping the well for production: or, at Its option, the operating 

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

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

above, the Consenting Parties sh.ill furnish the Non-Consenting Parties with an itemized statement of all 

costs and liabilities incurved in the operation of the welt, together with a statement of the quantity of oil 

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

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

ment nrwly acquired In connection with otiy such operation which would have been owned by a Non-Con

senting Party had it participated therein shall be credited to reinbursement i n the seme manner ae 

production i s credited, In determining when the Interest of such Non-Consenting Party ahall revert 

to it aa above provided; if there Is a credit balance It shall be paid to such Non-Consenting Party. 

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

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

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

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

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

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

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

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

Notwithstanding the provisions of this Section 12, It ls agreed that without the mutual consent of all 

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

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

for such source of supply. 

The provisions of this section shall have no application whatsoever to the drilling of the initial test 

well on the Unit Area, but shall apply to the reworking, deepening, or plugging back of the initial test well 

after it haa been drilled to the depth specified in Section ?, if it ls, or thereafter ahall prove to bo, a dry 

hole or non-commercial well, and to all other wells drilled, reworked, deepened, or plugged back, or pro

posed to be drilled, reworked, deepened, or plugged back, upon the Unit Area subsequent to the drilling of 

the Initial test well. 

IS. BIGHT TO TAKE PRODUCTION IN KIND 
have the right to 

Each party shall /take In kind or separately dispose of Its proportionate share of all oil and gas pro

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

atiotw a . n d

a J

l n preparbi|^r^d ^reatlng^oll/^ Each party, 

shall pay or Jeliver, or causefto be 'paid or delivered, all royalties, overriding royalties, or other payments 

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

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

share ot the production shall be borne by such party. 

Each party shall execute 4&Cdlvition orders and contracU/iTia^^iaUtoiwg^Vrut InferesVVn pro^(uc-£ 

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

thereof for lu share of all production. 



In the event any party shall fall to make the arrangements necersary to take In kind or separately 
^ any other party 

dispose of Its proportionate share of the oil astd-oa* produced from the Unit Area, 8>asa>sa shaU have the 

right, subject to revocation at will by the party owning It, but not the obligation, to purchase such oil 
ejas-or sell It to others for the time being, at not less than the market price prevailing in the area, which 
shall in no event be leu than the price which flpwatas* rereivesrfor its portion of the oil and gaa produced 

another j ^ r t ^ from the Unit Area. Any such purchase or sale by subject always to the right ot the 
owner of the production to exercise at any time its right to take in kind, or separately dlŝ Mj j>f̂ it̂ ĥarê of 
all oil and gas not previously delivered to a purchaser. Notwithstanding the foregoing, Op statu shalffnot * 
make a sale into interstate commerce of any other party's share of gas production without first giving such 
other party sixty (00) days notice of such intended sale. Oil well gas and gas well gaa produc 
tion shall be governed by Exhibit "E" , Gas Storage and Balancing Agreement attached 
hereto. 

14. ACCESS TO UNIT ABBA 

Bach party shall have access to the Unit Area at all reasonable times, at its sole risk, to Inspect or 
observe operations, and shall have access at reasonable times to information pertaining to the development 
or operation thereof, including Operator's books and records relating thereto. Qsjtsatat shall, up»iwja«aaass> 
furnish each of the other parties with copies of all drilling; rrprtg, nail IIIIJI III fib tahins, flatly gauge and 
run tickets and —|—'- -'fch, nr *• ' I ""l -f month, and shall make available samples of any 
seâ assjaaaaOlasM lah— fasts, any snail aaillid aw tha Unit Asaa, Sea Section 30., Paragraph P. for 
othar provisions of this Section 14. 

IS. DRILLING CONTRACTS 

All wells drilled on the Unit Area shall be drilled on a competitive contract basis at the usual rates 
prevailing in the area. Operator, if it so desires, may employ its own tools and equipment in the drilling 
of wells, but its charges therefor shall not exceed the prevailing rates in the field, and the rate of such 
charges shall be agreed upon by the parties in writing before drilling operations are commenced, and such 
work shall be performed by Operator under the same terms and conditions as shall be customary and usual 
in the field in contracts of independent contractors who are doing work of a similar nature. 

tt. ABANDONMENT OF WELLS 

No well, other than any well which has been drilled or reworked pursuant to Section 12 hereof for 
which the Contenting Parties have not been fully reimbursed as therein provided, which has been com
pleted as a productshall be plugged and abandoned without the consent of all parties; provided, however, 
If all parties do not agree to the abandonment of any well, those wishing to continue its operation ahall tender 
to each of the other parties its proportionate share of the value of the well's salvable material and equip
ment, determined in accordance with the provisions of Exhibit "C", less the estimated cost of salvaging and 
the estimated coat of plugging and abandoning. Each abandoning party shall then assign to the non-
abandoning parties, without warranty, express or implied, as to title or as to quantity, quality, or fitness for use 
of the equipment and material, all of Its Interest in the well and its equipment, together with its Interest in 
the leasehold estate at to, but only aa to, tha Interval or intervals of the formation or formations then open 
to production. The assignments so limited shal) encompass the "drilling unit" upon which the well is located. 
The payments by, and the assignments to, the assignees shall be ln a ratio based upon the relationship of 
their respective percentages of participation in the Unit Area to the aggregate of the percentages of partici
pation in the Unit Area of all assignees. There shall be no readjustment of interest In the remaining portion 
of the Unit Area. 

After the assignment, the assignors shall have no further responsibility, liability, or interest in the 
operation of or production from the well in the interval or intervals then open. Upon request of the assignees. 
Operator shall continue to operate the assigned well for the account of the non-abandoning parties at the 
rates and charges contemplated by this agreement, plus any additional cost and charges which may arise as 
tha result of the separate ownership of the assigned well. 



IT. DELAY RENTALS AND SHUT-IN WELL PAYMENTS. 

Delay rentals and shut-in well payments which may be required under the terms of uny lease shall be 

paid by Hie party who has subjected such lease to this agreement, at its own expense. Proof of each payment 

shall be given to Operator at least ten (10) days prior to the rental or shut-in well payment date. Operator 

shall furnish similar proof to all other parties concerning payments it makes in connection with its leases. Any 

party mnv request, and shall be entitled to receive, proper evidence of all such payments. If, through mistake 

or oversight, any delay rental or shut-In well payment is not paid or is erroneously paid, and as a result a lease 

or interest therein terminates, there shall be no monetary liability against the party who failed to make such 

payment. Unless the party who failed to pay a rental or shut-in well payment secures a new lease covering the 

same interest within ninety (90) days from the discovery of the failure to make proper payment, the interests 

of the parties shall be revised on en acreage basis effective as of the date of termination of the lease involved, 

and the party who failed to make proper payment will no longer be credited with an interest ln the Unit Area 

on account of the ownership of the lease which has terminated. In the event the party who failed to pay the 

rental or the shut-in well payment shall not have been fully reimbursed, at the time of the loss, from the pro

ceed" of the sale of oil and gaa attributable to the lost interest, calculated on an acreage basis, for the develop

ment and operating costs theretofore paid on account of such interest, it shall be reimbursed for unrecovered 

actual costs theretofore paid by it (but not for Its share of the cost of any dry hole previously drilled or wells 

previously abandoned) from so much of the following as is necessary to effect reimbursement: 

(1) proceeds of oil and gas. less operating expenses, theretofore accrued to the credit of the lost interest, on 

an acreage basis, up to the amount of unrecovered costs; 

(2) proceeds, less operating expenses thereafter incurred attributable to the lost interest on an acreage 

basis, of that portion of oil and gas thereafter produced and marketed (excluding production from any 

wells thereafter drilled) which would, in the absence of such lease termination, be attributable to the 

lost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of said portion of 

the oil and gas to be contributed by the other parties in proportion to their respective interests; and 

(3) any moneys, up to the amount of unrecovered costs, that may be paid by any party who is, or becomes, 

the owner of the interest lost, for the privilege of participating in the Unit Area or becoming a party to 

this contract. 
Operator shall promptly notify each other party of any well shut in (and the 

reason therefore) or placed on production; however, there shall he no l i a b i l i t y for 
inadvertent failure to give said notice. 

18. CHANCE OF OPERATOR 

BSJSMM aay a arty assies ta sell all ae any pass sf its inlesaata amass this senlsaaii ae Ma sights awdjpi' 

terests in the Unit Area, it shall promptly give written notice to the other parties, with full infopaetlon con

cerning its proposed sale, which shall include the name and address of the prosrjectWe^strrcnaier (who must 

be ready, willing and able to purchase), the purchase price, and all other termsveTTne offer. The other parties 

shall then have an optional prior right, for a period of ten (10) da^s-fllter receipt of the notice, to purchase 

on the same terms and conditions the interest which thegjjaef*party proposes to sell; and, if this optional right 

Is exercised, the purchasing parties shall aharejJiertSurchased interest in the proportions that the interest of 

each bears to the total interest of aUpwrcnasing parties. However, there shall be no preferential right to pur

chase in those cases whereaojr^arty wishes to mortgage its interests, or to dispose of its interests by merger, 

reorganization, conaetfaatlon, or sale of all of its assets, or a sale or transfer of its interests to a subsidiary or 

parent$p*iif!any, or subsidiary of a parent company, or to any company in which any one party owns a ma-

jajattipTl Ihi sink. 

Should a sale be made by Operator of its rights and Interests, the other parties shall have the right 

within sixty (80) days after the date of such sale, by majority vote in interest, to select a new Operator. If 

a new Operator is not so selected, the transferee of the present Operator shall assume the duties Of and act as 

Operator. In either case, the retiring Operator shall continue to serve as Operator, and discharge its duties 

In that capacity under this agreement, until its successor Operator ia selected and begins to function, but the 

present Operator shall not be obligated to continue the performance of its duties for more than 120 days after 

the sale of its rights and interests has been completed. 
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I t . MAINTENANCE OF UNIT OWNERSHIP 

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

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

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

and production unless such disposition covers either: 

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

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

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

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

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

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

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

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

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

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

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

2*. RESIGNATION OF OPERATOR 

Operator may resign from its duties and obligations as Operator at any time upon written notice of not 

less than ninety (90) days given to all other parties. In this case, all parties to this contract shall select by 

majority vote in interest, not in numbers, a new Operator who shall assume the responsibilities and duties, and 

have the rights, prescribed for Operator by this agreement. The retiring Operator shall deliver to its successor 

all records and information necessary to the discharge by the new Operator of its duties and obligations. 

21. LIABILITY OF PARTIES 

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

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

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

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

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

22. RENEWAL OR EXTENSION OF LEASES 

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

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

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

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

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

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

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

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

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

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

portionate interest therein by the acquiring party. 

The provisions of this section shall apply to renewal leases whether they are for the entire interest 

covered by the expiring lease or cover only a portion of its area or an interest therein. Any renewal lease 

taken before the expiration of its predecessor lease, or taken or contracted for within six (6) months after 

the expiration of the existing lease shall be subject to this provision: but any lease taken or contracted for 

more than six (6) months after the expiration of an existing lease shall not be deemed a renewal lease and 

tnali not be subject to the provisions of this section. 

The provisions in this section shall apply also and in like manner to extensions of oil and gas leases. 



21. SUaUUMDBB OP UTAH* 

The lessen covered by this agreement, in to far is they embrace acretge in the Unit Area, shall nol be 

surrendered In whole or In part unless all parties consent. 

However, should any party desire to surrender it* iaterert In any leaae cr in any portion thereof, and 

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

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

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

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

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

on, and the assigning party shall have no further Interest In the leare assigned and its equipment and production. 

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

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

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

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

that the Interest of each bears to the Interest of all parties assignee. The Assignment s h a l l in no 
event cover any lands out side the Unit Area unless Assignor and Assignee mutually 
agree thereto. 

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

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

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

terms and provisions of thia agreement. 

21. ACREAGE OB CASH CONTEsBUTIONS 

If any party receives while this agreement is In force a contribution of cash toward the drilling of a 

well or any other operation on the Unit Area, tuch contribution shall be paid to the party who conducted., the 

drilling or other operation and shall be applied by It against the eost of such drilling or other operation. If 

the contribution be in the form of acreage, the party to whom tbe contribution is made shall promptly execute 

an assignment of the acreage, without warranty of title, to all parties to this agreement in proportion to their 

Interests in the Unit Area at that time, and such acreage shall become a part of the Unit Area and be governed 

by all the provisions of this contract. Each party shall promptly notify all other parties of all acreage or 

money contributions it may obtain ln support ef any well or any other operation on the Unit Area. 

2S. PROVISION CONCERNING TAXATION 

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

1B54, to be excluded from the application of all ot tbe provisions of Subchspter K of Chapter l of Subtitle A of 

the Internal Revenue Code of 1B54. It the income tax laws of the state or state* in which the property covered 

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

the Internal Revenue Code of IBM above referred to lender which a similar election 1* permitted, each of the 

parties agree* that such election shall be exercised. Each party authorizes and direct* the Operator to execute 

tuch an election or election* on Its behalf and to file the election with the proper governmental office or 

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

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

should be returned for such taxes, and it shall pay al] such taxes assessed thereon before they become delin

quent. Operator shall bill all other parties for their proportionate share ot all tax payment* in the manner 

provided in Exhibit "C". 

If any tax asrestment it considered unreasonable by Operator, it may at Its discretion protest such valua

tion within the time and manner prescribed by law, and i t aay at i t s discretion prosecute, or 

not prosecute, the protest to a f i n a l determination* When any such protested valuation shall 

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

penalty accrued, and the total cost shall then be %M*tr*d against the parties, and be paid by them, aa provided 

in Exhibit T . 



:«. INSURANCE 

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

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

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

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

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

to maintain such other insurance as Operator may require. 

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

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

surance for operator's fully owned automotive equipment 

27. CLAIMS AND LAWSUITS 

If any party to this contract is sued on an alleged cause of action arising out of operations on the Unit 

Area, or on an alleged cause of action Involving title to any lease or oil and gas Interest subjected to this con

tract, it shall give prompt written notice of the suit to the Operator and all other partiea. 

The defense of lawsuits shall be under the general direction of a committee of lawyers representing the 

parties, with Operator's attorney as Chairman. Suits may be settled during litigation only with the loint con

sent of all partiea. No charge shall be made for services performed by the staff attorneys for any of the 

parties, but otherwise all expenses incurred in the defense of suits, together with the amount paid to discharge 

any final judgment, shall be considered costs of operation and shall be charged to and paid by all parties in 

proportion to their then interests in the Unit Area. Attorneys, other than staff attorneys for the parties, shall 

be employed in lawsuits involving Unit Area operations only with the consent of all parties; If outside counsel 

is employed, their fees and expenses shall be considered Unit Area expense and shall be paid by Operator and 

charged to all of the parties in proportion to their then Interests in the Unit Area. The provisions of this 

paragraph shall not be applied in any instance where the loss which may result from the suit is treated as an 

individual loss rather than a joint loss under prior provisions of this agreement, and all such suits shall be 

handled by and be the sole responsibility of the party or parties concerned. 

Damage claims caused by and arising out of operations on the Unit Area, conducted for the joint ac
count of all parties, shall be handled by Operator and its attorneys, the settlement of claims of this kind shall 
be within the discretion of Operator so long as the amount paid in settlement of any one claim does not exceed 
thircy-fJ.ve hundred ($3500.00) dollars and, I f sett led, the sums paid ln settlement 
s h a l l be charged as expense to and be paid by a l l parties ln proportion to their I n 
terests in the Unit Area. 

22. FORCE MAJEURE 

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

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

prompt written notice of the force majeure with reasonably full particulars concerning It; thereupon, the 

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

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

diligence to remove the force majeure as quickly a* possible. 

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

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

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

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

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

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

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

tt. NOTICES 

All notice* authorised or required between tha parties, and required by any of the provisions of this 

agreement, shall, unless otherwise specifically provided, be given in writing by United State* mall or Western 

Union Telegram, postage or charges prepaid, and addressed to the party to whom the notice Is given at the 
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addresses listed on Exhibit "A". The originating notlea to be given under any provision hereof ahall be deemed 
given only when received by the party to whom such notice ia directed and the time for such party to give any 
notice in response thereto shall run from the data tha originating notice is received, Tbe second or any re
sponsive notice shaU be deemed given whan deposited in the United States mail or with tha Western Union 
Telegraph Company, with postage or charges prepaid. Bach party shall have tha right to change Its address 
at any time, and from time to time, by giving written notice thereof to all other partis*. 

M. OTHKB CONDITIONS, If ANY, ABB: 

A. Unleased oil and gaa interests ahall be subject to the terms and provisions 
of tola Agreenent only for tbe term set out ln Exhibit "D". 

I f tne assigning party or parties under any applicable Section in this Agree-
merit shall be tne owner or owners of an unleased oil and gas interest, sueh party 
or parties shall execute an oil and gas lease ln lieu of- an Assignment as therein 
provided, using ln so doing, the tam of lease attached hereto as Exhibit "D" which 
lease shall be far a primary tent of One (l) year from the date of execution thereof 
aad so long thereafter as oil or gas or either of them la produced froa said land 
by the Lessee ln paying quantities. 

B. Title failure or loss of a lease or unleased oil and gas interest, shall 
not relieve any party from paying Its proportionate share of tne cost of (l ) drill-
ins, testing, conrpletlng and equipping or plugging and whanrtanlng the teat well, or 
(2J operations then being conducted on a veil in the Unit Area, provided I t has 
previously agreed to participate ln said test well or operations. 

C. Notwithstanding anything herein to the contrary, if any working Interest 
owner shall, subsequent to execution of this agreenent, create an overriding royalty, 
production payment, net proceeds interest, carried interest, or any other Interest 
out If its working Interest (herein called "subsequently created Interest"), aueh 
subsequently created Interest shall be specifically made subject to all of the terms 
and provisions of thia agreement. . If tha working Interest owner from which such sub
sequently created Interest ls created (a) fails to pay, when due, its share of costs-
and expanses chargeable hereunder, and ita share of production accruing hereunder is 
Insufficient to cover such costs and expenses, or (b) electa to go non-consent under 
Section 12., or (c) elects to abandon a well under Section 16. hereof, elects to sur
render a lease under Section 24. hereof, or otherwise withdraws from thia agreement, 
the subsequently created interest ahall be chargeable with a pro-rata portion of all 
coats and expenses hereunder in the same manner as if such subsequently created in
terests were a working Interest, and Operator shall have the right to enforce against 
such subsequently created Interests the lien and al l other rights granted ln Section 
9. hereof for the purpose of collecting costs and expenses chargeable to subsequently 
created Interests. 

D. Joseph Dunlgan (hereinafter referred to ln this subparagraph D. as "Dunlgan") 
and Howard U. Jennings (hereinafter referred to ln this subparagraph D. as "Jennings") 
have elected not to participate in the drilling of the test well provided for in Sec
tion 7. and, ln lieu of actual participation, agree to relinquish to the parties par
ticipating la the coats of the teat well (hereinafter referred to In thia subparagraph 
D. as "drilling party" or "drilling partiea"). in the proportion as set forth in Col
umn 3B of Exhibit "A" (Part I ) , all of their working interest ln the drilling unit 
for the test well, subject to the further provisions of Subparagraph D, Section 30. 

(1) The teat well shall be commenced as provided In Section 7.- and ahall be 
drilled at the aole cost, risk and expense of the drilling parties to the depth ss 
specified ln said Section 7. or to a depth at which production of oil or gaa in pay
ing quantities ls encountered, whichever ls the leaser depth. 

(2) In the event the test well is completed either as a dry hole or if the 
test well ls lost for any reason prior to being drilled to contract depth, the drill
ing partiea are granted the right to commence a substitute well or veils for any. well 
which haa been either completed as a dry hole or la lost within thirty (30) days from 
completion or ceaaation of operations in the prior well. Any substitute well drilled 
hereunder shall be drilled subject to the same terms and conditions as provided for 
tbe teat well and ahall be completed in a reasonable tine from the date of commence
ment. 
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(3) upon completion of the teat well, or any substitute well therefor, as 
a well capable of producing oil and/or gaa ln paying quantities, Jennings shall as
sign to tbe drilling parties an undivided one-half*(1/2) of his interest ln the leases 
contributed hereto in Unit Area B and Dunlgan ahall assign to the drilling parties an 
undivided one-half (1/2) of his interest' ln the leaaes contributed hereto ln Unit Area 
A. The assignments shall be made to the drilling partiea in the percentages set forth 
In Column 3B of Exhibit "A" (Part I ) . Dunlgan and Jennings ahall also ln the same 
aforesaid proportions relinquish to the drilling parties a l l of their interest in the 
drilling unit for aaid well and the drilling partiea shall be deemed to own said in
terests subject to the reservation of a net overriding royalty of an undivided 3.84424Z 
reserved by Dunlgan and an undivided 3.12S0QZ reserved by Jennings of one-sixteenth of 
eight-eighths (1/16 of 8/8) of the production from the test well with the right to 
elect, as hereinafter provided, either tp retain the overriding royalty or convert to 
a working Interest. As a consequence of such assignments, the parties to this agree
ment will participate in Unit Areas A, B, C and D, in the percentages set forth in 
Columns 4C, 4D, 5, 6 snd 7 of Exhibit "A" (Part I ) . 

(4) Operator shall furnish Dunlgan and Jennings notices snd well Information 
as provided in this agreement snd a monthly itemized statement of the coat of opera
tions, quality and quantity of oil, casinghead gas, gas, condensate and/or distillate 
and other minerals produced from the teat well. Each drilling party shall promptly 
notify Dunlgan and Jennings when the value of all oil, casinghead gas, gas, distillate 
and/or condensate and other minerals produced and a'aved from the test well (together 
with the proceeds of the sale of any material and equipment froa the said well) less 
royalty, overriding royalty and Dunlgan'a and Jennings• overriding royalty, equala 
one hundred percent (100Z) of aueh drilling party'a ahare of the total coat and ex-
pease of drilling, testing, completing and equipping the test well (including one 
hundred percent (10QZ) of the cost of operations incurred up to the time such value 
equals the total coat). Such notice? sfra]2_h» to Dunijanjand_Jenninga at 
the addresses reflected in Exhibit "A" anT~e/ich~Thall have the optionTl»"Te~exer-
cised within thirty (30) days froa receipt of ssld notice, either to convert the over
riding royalty to a working Interest ln the percentage as set forth In Exhibit "A" or 
retain the overriding royalty. 

(5) . If Dunlgan and/or Jennings convert to a working Interest, the drilling 
parties shall release to the party or parties who have elected to convert to a working 
Interest'an undivided fifty percent (50Z) of the aaid party or parties' interest ln 
the drilling unit for the test well and in the test well and thereafter the interests 
of the parties in the teat well and Unit Area B shall be ln the percentages as set 
forth in Column 4D, Exhibit "A" (Part I ) , and the overriding royalty shall be termi
nated. The effective date of the release of working interest and the termination of 
overriding royalty ahall be the date that the value of production from the teat well 
equals the total cost of the test well as herein provided. (For the purpose of com
puting the day in which the value of production equals aaid total cost, the overriding 
royalty payable to Dunlgan and Jennings and the working interest income, together with 
all costs and expenses shall be calculated on a daily basis for the actual month in 
which the said value equala the aaid total cost. Said cost and expenses, including 
the overriding royalty payable to Dunlgan and Jennings and/or the working interest 
Income, shall be apportioned on a dally basis for said month and the costs, expenses 
and revenue ahall be adjusted to the day so calculated). In the event either Dunlgan 
or Jarmings does not elect to convert to a working Interest, the party or parties not 
electing ahall assign their remaining one-half (1/2) interest in the drilling unit to 
the drilling partiea and the drilling parties shall own the Interest of the non-elect
ing party or partiea In the teat well. 

E. In tbe event the drilling partiea fail to commence or complete the test well, 
or any aubstitute well, the only liability for aueh failure will be the loss of right 
to receive an assignment from Dunlgan and/or Jennings. 

F. Additional Provisions Pertaining to Section 14. - Access to Unit Area. Op
erator shall furnish each of the other partiea at the earliest possible date, copies 
of a l l reports to any Governmental agency; reports of crude oil runs (or copies of 
run tickets) and stocks; an accurate monthly report showing production and detail 
disposition of the volumes of oil, condensate, water, associated gas, non-associated 
gaa, and other substances as well as the volumes Injected into the unitized Formation; 
true and legible copies of all electrical logs, gamma ray logs, mud logs, and other 
well surveys; copies of all production tests, bottom hole pressure and temperature 
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surveys, reservoir fluid analyses, core analyses, and any other survey or measure
ment conducted on said wells. 

Operator shall furnish to any party any additional information pertaining 
to operations on the Unit Area when a special request therefor ls made; however, the 
cost of gathering and furnishing any additional information not ordinarily furnished 
by Operator to all partiea shall be charged to the party who requests tbe information. 

G. In the performance of this agreement, Operator agrees to comply fully with 
the nondiscrimination provisions of Executive Order 11246, which are aet forth in 
the Equal Opportunity and nondiscrimination Supplement sttsched hereto and hereby 
made a part hereof aa Exhibit "J." 

E. Non-Operators' Lien. Each non-Operator ahall have a lien on the working in
terest of Operator in the Unit Area and on the oil and gas produced therefrom and on 
the proceeds thereof to secure the payment of any amount tbat may at any time become 
due and payable by Operator to such non-Operator under the terms of thia agreement, 
together with interest thereon as herein provided. 

I. The provisions of Section 19. shall not apply ln connection with the sale of 
a caxved-out production payment as to all or pert of an interest owned by e party for 
a term not in excess of five (5) years for the purpose of increasing a party's cash 
flow or for the purpose of increasing a party's working capital, 

J. Notwithstanding the provisions of Sections 7, 11 and 12 or any other provi
sion contained herein to the contrary, consent to the drilling of any well shall not 
be deemed to be consent to the setting of casing and a completion attempt. After any 
well drilled pursuant to this agreement has reached tbe depth previously agreed upon 
by the partiea, all teating and logging has been completed and before conducting any 
further operations. Operator shall give immediate notice to a l l of the other parties 
hereto. The parties receiving such notice shall have forty-eight (48) hours (exclu
sive of Saturdays, Sundays or legal holidays) ln which to elect whether or not they 
desire to set casing and participate in a completion attempt. Failure of the party 
receiving such notice to reply within the said forty-eight (48) hour period shall 
constitute an election by that party not to participate in the cost of the completion, 
attempt. If all parties elect to plug and abandon the well, Operator shall plug and 
abandon the same at the expense of all parteis. If one or more, but less than all of 
the partiea elect to eet casing and attempt a completion, all such operations shall 
be conducted subject to all of the terms and provisions of Section 12. 

This agreement may be signed in counterpart, and shall be binding upon the par
ties and upon their heira, successors, representatives snd assigns, upon execution 
of a l l parties, and ahall be effective aa of the date first hereinabove written; 
provided, however, this agreement shall not become binding or effective unless i t 
is executed by all parties and returned to Operator within ninety (90) days after 



said date unless such time is extended by agreement of all parties. 

CITIES SERVICE OIL COMP, 

-Fact 

OPERATOR 

MOBIL OIL CORPORATION 

By 
At torney-ln-Fact 

ATTESTI THE SUPERIOR OIL COMPANY 

Secretary 
By 

President 

UNION OIL COMPANY OP CALIFORNIA 

By 
Attorney-in-Fact 

ATTBST: FLAG-RESFERN OIL COMPANY 

Secretary 
By 

President 

JOSEPH DUNIGAN, an individual 

ATTEST: GREAT WESTERN DRILLING COMPANY 

Secretary 
By 

President 

-15-



ATTEST: GULP OIL CORPORATION 

By 
Secretary ' Attorney-in-Fact 

MONSANTO COMPANY 

By 
Attorney-in-Fact 

EDWARD R. HUDSON, JR., an individual 

RANDALL B. JOHNSTON, and 

SHIRLEY A. JOHNSTON, husband & wife 

HOWARD W.JENNINGS, an Individual 

NON-OPERATORS 

STATE OF OKLAHOMA ) 
) SS 

COUNTY OF TULSA ) 

On this 3a*^ day of y^eA&rxAtA J , 1973, before me 

personally appeared Mara F. Pay ton , to me known to be the person who exe

cuted the foregoing Instrument as Attorney-in-Fact In behalf of CITIES SERVICE OIL 

COMPANY, a Delaware corporation, and acknowledged that he executed the same as the 

free act and deed of said Cities Service Oil Company. 

Sherry K.̂ finow " 7 N o t a r y Public 

My Commission Expires: 

-16-



ATTBST i GULF OIL CORPORATION 

Secretary 
By 

' Attorney-in-Fact 

MONSANTO COMPANY 

By 
Attorney-in-Fact 

EDWARD R. HUDSON, JR. , an individual 

RANDALL B. JOHNSTON, and 

STATE OF OKLAHOMA ) 
) SS 

COUNTY OF TULSA ) 

On this 

SHIRLEY A. JOHNSTON, husband & wife 

HOWARD W.JENNINGSyan individual 

NON-OPERATORS 

day of , 1973, before ne 

personally appeared , to me known to be the person who exe

cuted the foregoing instrument as Attorney-in-Fact ln behalf of CITIES SERVICE OIL 

COMPANY, a Delaware corporation, and acknowledged that he executed the same as the 

free act and deed of aaid Cities Service Oil Company. 

Notary Public 

My Commission Expires: 

-16-



STATE OF _ 

COUNTY OF 

) 
) SS 
) 

On this ________ day of , 19 _» before me 
personally appeared , to me known to be the 
person who executed the foregoing inetrument aa Attorney-in-Fact in behalf of 

, ; , a . . 
corporation, and acknowledged that he executed the same-as the free act and deed 
of said ' ; ' 

Notary Public 

My Commission Expires s 

STATE OF _ _ ) 

COUNTY OP . ) 

On this the day of •• - - • • - , 19 , 
personally appeared • - .. , to me personally 
known, who being by ma duly sworn did say that he is the President of 

. , and that the seal affixed 
to the foregoing instrument is the corporate seal of said corporation, and that 
said instrument was signed and sealed in behalf of said corporation by authority 
of its Board of Directors, and said • • ' 
acknowledges said instrument to be the free act and deed of said corporation, 

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

Notary Public 

My Commission Expires i 

STATE OF \u*~- % ) 
) SS 

COUNTY OF lcL~y°~~L ) 

°» t h l « ^ ^ • / d*7 of o J y ^ L ^ & i S " . 19___, before 
me personally appeared ' ir^^ou^f4j(. yiL T ^ w ^ - y / i to M towm to be 
the person described in and who executed"the foregoing instpument, and acknowledged 
that he executed the same as his free act and deed. 

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

T j N o t a r y Public 

My Commission Expires: 

-17-



•aid data unless such time i« extended by agreement of a l l partiea. 

CITIES SERVICE OIL COMPANY. 

Attorney-in-Fact 

OPERATOR 

MOBIL. OIL CORPORATION 

By 
At eorney-in-Fac t 

ATTESTj TBE SUPERIOR OIL COMPANY 

Secretary 
By 

President 

UNION OIL COMPANY OP CALIFORNIA 

Attorney-in-Fact 

ATTEST: FLAG-REDFERN OIL COMPANY 

Secretary 
By 

President 

ATTEST: GREAT WESTERN DRILLING COMPANY 

Secretary 
By 

President 

-15-



STATE OF 

COUNTY OF 

) 
) SS 
) 

On thia day of , 19 i before tne 
, to me known to be the personally appeared 

person who executed Che foregoing Instrument as Attorney-in-Fact in behalf of 

corporation, and acknowledged that he executed the same as the free act and deed 
of said _ • 

My Commission Expirest 

Notary Public 

STATE OF 

COUNTY OP 

) 
) SS 
) 

On this the 
personally appeared 

day of 19 
t to me personally 

known, who being by me duly sworn did say that he is the President of 
, and that the seal affixed 

to the foregoing instrument is the corporate seal of said corporation, and that 
said instrument waa signed and sealed in behalf of said corporation by authority 
of its Board of Directors, and said 
acknowledges said instrument to be the free act and deed of said corporation. 

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

My Commission Expires > 

Notary Public 

STATE OF TEXAS 

COUNTY OF EL PASO 

) 
) SS 
) 

On this 26th day of July 
personally appeared JOSEPH T.. rutMTftfiM 

1973 . before 
, to me known to be 

-the person described in and who executed the foregoing instrument, and acknowledged 
that he executed the same as his free act and deed. 

::\Pr';'I~ WITNESS WHEREOF, I have hereunto set my hsnd snd affixed my official 
seal Che/day and year in this certificate above written. 

My Commission Expires: 

Notary Public 

June 1. 1975 



•Aid date unloat such time is extended by agreement of all partiea. 

CITIES SERVICE OIL COMPANY 

By 
Attorney-in-Fact 

OPERATOR 

MOBIL OIL CORPORATION 

By 
Attorney-in-Fact 

ATTEST> THE SUPERIOR OIL COMPANY 

Secretary President 

UNION OIL COMPANY 0? CALIFORNIA 

Attorney-in-Fact 

ATTEST: PLAG-RED7ERN OIL COMPANY 

Secretary 
By 

President 

JOSEPH DUNIGAN, an individual 

• ATTEST V'• V 

Assistant Secretary 

GREAT WESTERN DRILLING COMPANY 

Vtt"e President 

-15-



STATE OF ) 
"r" ' y 

COUNTY OF . , ) 

On thia day of , 19 , before me 
personally appeared , to me known to be the 
person who executed the foregoing instrument as Attorney-in-Fact In behalf of 

corporation, and acknowledged that he executed the same as the free act and deed 
of said 

Notary Public 

My CoflSBlsalon Expires: 

STATE OF TEXAS ) 
) SS 

COUNTY OF MIDLAND ) 

On this the 6th day of August . 1973 . 
personally appeared __ John Hampton _, to me personally 
known, who being by me duly sworn did say that he is the vice President of 

Great Western Drilling Company , and that the seal affixed 
to tha foregoing instrument is the corporate seal of said corporation, and that 
said instrument was signed and sealed in behalf of said corporation by authority 
of its Board of Directors, and said John Hampton 
acknowledges said instrument to be the free act and deed of said corporation. 

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

My/ Cotumission Expires t 
'•> : GARY E. OWEN 

. »nt COMMIMION EXPin 
•\ ••. ' <y»ia ,i.»Vi 

STATE OF - ) 

COUNTY OF . > 

t i t ten. 

Notary Public 

On this day of , 19 , before 
me personally appeared » to me known to be 
the person described ln and who executed the foregoing instrument, and acknowledged 
that he executed the same as his free act and deed. 

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

Notary Public 

My Commission Expires: 



4 

ATTEST> 

• Secretary 

GULP OIL CORPORATION 

\ Attorney-in-Fact 

MONSANTO COMPANY 

By 
Attorney-in-Fact 

EDWARD T. HUDSON, JR., an individual 

RANDALL B. JOHNSTON, and 

SHIRLEY A. JOHNSTON, husband & wife 

HOWARD W.JENNINGS, an individual 

NON-OPERATORS 

STATS OF OKLAHOMA ) 
) SS 

COUNTY OF TULSA ) 

On thia day of , 1973, before me 

personally appeared , to me known to be the person who exe

cuted the foregoing Instrument as Attorney-in-Fact in behalf of CITIES SERVICE OIL 

COMPANY, a Delaware corporation, and acknowledged that he executed the same as the 

free act snd deed of said Cities Service Oil Company. 

Notary Public 

My Commission Expires; 

-16-



STATE OF 

COUNTY OF 

On this l e day of 
personally* appeared 

, 19 i before me 
, Co me known to be the 

. person who executed the foregoing instrument as Attorney-in-Fact ln behalf of 

corporation, and acknowledged that he executed the same as the free set snd deed 
of. said. W. P. T- ^ - ^ T T ^ . 

My Commission Expires j ../•fciis.'.: • 

tary Public 

STATE OF 

COUNTY OF 

) 
) SS 
) 

On this the 
personally appeared 

day of 19 
, to me personally 

known, who being by me duly sworn did say that he ls the President of 
_ , and that the seal affixed 

to the foregoing Instrument is the corporate seal of said corporation, and that 
aaid Instrument was signed and sealed in behalf of said corporation by authority 
of its Board of Directors, and said 
acknowledges said instrument to be the free act and deed of said corporation. 

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

Notary Public 

My Commission Expires I 

STATE OF 

COUNTY OF 

) 
} SS 
) 

On thie day of 19 , before 
, to me known to be me personally appeared 

the pereon described in and who executed the foregoing instrument, and acknowledged 
that he executed the same as his free act and deed. 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my officiel 
eeal the day and year ln this certificate above written. 

Notary Public 

My Commission Expires: 

-17-



ATTBSTj GULP OIL CORPORATION 

"/ , 
Secretary Attorney-in-Fact 

EDWARD R. HUDSON, JR., an individual 

RANDALL B. JOHNSTON, and 

SHIRLEY A. JOHNSTON, husband & wife 

HOWARD W.JENNINGS, an individual 

NON-OPERATORS 

STATE OF OKLAHOMA ) 
) SS 

COUNTY OF TULSA ) 

On thia day of , 1973, before me 

personally appeared , to me known to be the person who exe

cuted the foregoing instrument aa Attorney-in-Fact in behalf of CITIES SERVICE OIL 

COMPANY, a Delaware corporation, and acknowledged that he executed the same as the 

free act and deed of aaid Cities Service Oil Company. 

Notary Public 

My Commission Expires: 



STATE OF 

COUNT? OF 

TEXAS 

HARRIS 

) 
) SS 
) 

<On this / / . - . -» / day of July , 19 73 , before me 
personally appeared ____ TF''.DV~~C. C,i:i.7. » to me known to be the 
person who executed the foregoing instrument as Attorney-in-Fact in behalf of 

MONSANTO COMPANY , a Delaware 
corporation, and1 acknowledged that he executed the same as the free act and deed 
Of said MONSANTO COMPANY . 

My .CbiBBlssioni Expires t 

'• June 1,-1975 

Notary Public 

STATE OF 

COUNTY OF 

) 
) SS 
) 

On this the 
personally appeared _ 
known, who being by ms 

day of 

duly sworn did say that he is the 
_, to me personally 

President of 
, and that the seal affixed 

to the foregoing Instrument is the corporate seal of said corporation, and that 
aaid instrument was signed and sealed in behalf of said corporation by authority 
of Its Board of Directors, and said 
acknowledges said instrument to be the free act and deed of said corporation. 

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

Notary Public 

My Commission Expires t 

STATE OF 

COUNTY OF 

) 
) SS 
) 

On this day of 19 , before 
personally appeared , to me known to be 

the person described in and who executed the foregoing instrument, and acknowledged 
that he executed the same as his free set snd deed. 

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

Notary Public 

My Commission Expires: 

-17-



ATTEST t GULF OIL CORPORATION 

Secretary 
By 

Attorney-in-Fact 

MONSANTO COMPANY 

By 
Attorney-in-Fact 

EDWARD I " . HUDSON, JR., an individual 

RANDALL B. JOHNSTON, and 

SHIRLEY A. J6HNST0N; huBband & wife 

STATE OF OKLAHOMA ) 
) SS 

COUNTY OF TULSA ) 

HOWARD W.JENNINGS, an individual 

NON-OPERATORS 

On thia day of _, 1973, before oe 

personally appeared , to me known to be the person who exe

cuted the foregoing Instrument aa Attorney-in-Fact ln behalf of CITIES SERVICE OIL 

COMPANY, a Delaware corporation, and acknowledged that he executed the same as the 

free act and deed of aaid Citiea Service Oil Company. 

My Commission Expires: 

Notary Public 



JOINT ACKNOWLEDGMENT 

THE STATE OP TEXAS, ) 
COUNTY O F MIDLAND ; . 

BEFORE ME, the undersigned, a Notary Public in and lur raid dounty and State, on thia day personally appeared 
RANDALL ,B. JOHNSTON and SHIRLEY A. JOHNSTON ,hiawife,both 

known to me to be the persons whose names are subscribed to the foregoing instrument, ana acknowledged to me that 
they each executed the same for the purposes and consideration therein expressed,and the said S H I R L E Y A . 
JOHNSTON .wife of the said RANDALL B. JOHNSTON 

having been examined by me privily and apart from her husband, and having the same fully explained to her, aha, the 
said ' S H I R L E Y A . JOHNSTON acknowledged such Instrument to be her art and deed, and she 
declared that she had-willingly signed the same for the purposes and consideration therein expressed, and the* she did not 
wish tc.retract it • 

GIVEN UNDER MY"HAND AND SEAL OF OFFICE, the 8 t h day of O c t o b e r A.D.19 73 

(L.S.) 
Notary Public in and for M i d l a n d 

La VERNE M. SAUNDERS 
My Commission Expires June 1, .___£»"" 

County, Taxaa. 

STATE OF 

COUNTY OF 

) 
) SS 
> 

On thia the 
personally appeared 

day of 
, to me personally 

known, who being by me duly sworn did say that he is the President of 
^ , and that the seal affixed 
to the foregoing instrument is the corporate seal of said corporation, and that 
said Instrument was signed and sealed in behalf of said corporation by authority 
of its Board of Directors, and said , 
ecknowledges said instrument to be the free act and deed of said corporation. 

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

Notary Public 

My Commission Expirest 

STATE OF 

COUNTY OF 

) 
) SS 
) 

On this day of 19 , before 
me personally appeared "~ . to me known to be 
the person described ln and who executed the foregoing instrument, and acknowledged 
that he executed the same as his free act and deed. 

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

Notary Public 

My Commission Expires: 

17-



. GULF OIL COMPANY 

By 
Attorney-in-Fact 

MONSANTO COMPANY 

NON-OPERATORS A n n P * H u d s ° n » h i s w i f e 

STATE OF OKLAHOMA ) 
) SS 

COUNTY OF TULSA ) 

On thia day of ______» 1973, before me 

personally appeared • , to me known to be the person who exe

cuted the foregoing instrument as Attorney-in-Fact In behalf of CITIES SERVICE OIL 

COMPANY, a Delaware corporation, and acknowledged that he executed the same as the 

free act snd deed of said Cities Service Oil Company. 

Notary Public 

My ConmuLssion Expires: 

•15-



STATE OP _ 

COUNTY OP 

) 
) SS 
) 

On this day of ; , 19 , before me 
personally appeared , to me known to be the 
person who executed the foregoing Instrument as Attorney-in-Fact in behalf of 

corporation, and acknowledged that he executed the same as the free act and deed 
of said . 

Notary Public 

Hy Commission Expires: 

STATE OF ) 
) SS 

COUNTY OP ) 

On this the day of ' , 19 , 
personally appeared , to me personally 
known, who being by me duly sworn did say that he is the President of 

] , and that the seal affixed 
to the foregoing Instrument ls the corporate seal of said corporation, and that 
said instrument was signed snd sealed in behalf of said corporation by authority 
of its Board of Directors, and said • ' " ' ' • 
acknowledges said instrument to be the free act and deed of said corporation. 

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

. Notary Public 

My Commission Expires: 

STATE OF Texas ) 

COUNTY OF Tarrant ) 

On this 29 day of June , 19 73 , before 
me personally appeared Edward R. Hudson,Jr. &Ann F. Hdspao me known to be 
the person described ln and who executed the foregoing instrument, and acknowledged 
that he executed the same as his free act and deed. 

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

' f f^ Notary Public 

My Commission Expires: 

6/1/75 

-16-



said date unless such tine is extended by agreement of all parties. 

CITIES SERVICE OIL COMPANY 

By 
Attorney-in-Pact 

OPERATOR 

MOBIL OIL CORPORATION 

By 
At torney-in-Fact 

ATTESTS THE SUPERIOR OIL COMPANY 

Secretary 
By 

President 

UNION OIL COMPANY OF CALIFORNIA 

By 
Attorney-in-Fact 

FLA6-REDFERN OIL COMPANY 

/ y / President 

JOSEPH DUNIGAN, an individual 

ATTEST: GREAT WESTERN DRILLING COMPANY 

Secretary 
By 

President 

-U-



STATE OF 

COUNTY OF 

) 
) SS 
) 

On this day of , 19 , before me 
personally appeared , to me known to be the 
person who executed the foregoing instrument as Attorney-in-Fact i n behalf of 

, a 
corporation, and acknowledged that he executed the same as the free act and deed 
of said . 

Notary Public 

Hy Commission Expires: 

STATE OF I ^ L S A S O J 

COUNTY °F _ _ J 2 2 _ _ _ t _ _ _ _ £ _ 

) 
) SS 
) 

On this the 
personally appeared _ 
known, who being by me i^uly^swojit did say'that he la the 

. , 19 93, 
to me personally 

President of 
g__.» , and that the seal a f f ixed 

Eb ~tht>'foregoi6g Instrument is the/corporate seal of said corporation, and that 
said instrument was signed and sealed in behalf of said, corporation^by authority 
of i t s Board of Directors, and s 
acknowledges said Instrument to 

ealed in behalf of said corporation^)] 

aid CL.^, ^ 7U*//SA^ ~QL 
be the &ree act ~and deed 6f said "corpc 

rporation. 

>H ]\ ̂  WITNESS WHEREOF, I have hereunto set my hand and affixed my offi c i a l 
^eal' the day- and year in this certificate above written. 

' / MHIasid Qte-ty, Texas 

^Commission Expires: 

// ^rotary Public 

STATE OF - ) 
) SS 

COUNTY OF ) 

On this . day of • 1 9 » °efore 
me personally appeared . , to me known to be 
the person described ln and who executed the foregoing instrument, and acknowledged 
that he executed the same as his free act and deed. 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my offi c i a l 
seal the day and year ln this certificate above written. 

Hy Commission Expires: 

Notary Public 



said data unless such time is extended by agreement of all parties. 

CITIES SERVICE OIL COMPANY 

By 
Attorney-in-Fact 

OPERATOR 

MOBIL OIL CORPORATION 

By 
Attorney-in-Fact 

ATTESTJ THE SUPERIOR OIL COMPANY 

Secretary 
By 

Preaident 

UNION OIL COMPANY OF CALIFORNIA 

By Wfa*lWfr/M*J 
CS Attorney-in-Fact 

ATTBST: FLAG-REDFEKN OIL COMPANY 

Secretary 
By 

President 

JOSEPH DUNIGAN, an individual 

ATTEST: GREAT WESTERN DRILLING COMPANY 

Secretary 
By 

President 

-15-



STATE OF 

COUNTY OF ^hJih/xi-

) 
) SS 
) 

On this 3f'A day of 
personally appeared JOHN HANSEN 

, 19 7-3 , before me 
Co me known Co be the 

person who executed the foregoing Instrument aa Attorney-inr-Fact in behalf of 
/(('(••rn • '. -•/ * '"• ':/-..i ?•< k- •)}'•'h..t 1, , e C, -- /.'/.:,. ,u 
corporation, and 'acknowledged that1 he executed the same as the free act and deed 
of aaid/ i'-.-jr,. >• ,7 V '.'(>y'*--;(- <• . ( '»! .jr. M.-I'C-

Comalas ion. Expires! 

' Â:•-•A:̂;''/y7̂", 

i-r- ' / 

BLMA H. SLOAN 

Notary Public 

STATE OF 

COUNTY OF 

) 
) SS 
) 

On this the day of ' , 19 , 
personally appeared ; , to me personally 
known, who being by me duly sworn did say that he is the President of 

. , and that the seal affixed 
to the foregoing instrument is the corporate seal of said corporation, and that 
aaid Instrument was signed and sealed in behalf of said corporation by authority 
of Its Board of Directors, and said _ _ _ _ _ _ _ _ _ _ 
acknowledges said instrument to be the free act and deed of said corporation. 

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

Notary Public 

My Commission Expirest 

STATE OF ' ) 
) SS 

COUNTY OF ) 

On this _ _ _ _ _ _ _ _ _ _ day of \ , 19 , before 
me personally appeared _ , to me known to be 
the parson described ln and who executed the foregoing instrument, snd acknowledged 
that he executed the same as his free act and deed. 

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

Notary Public, 

My Commission Expires: 



••Id date unless aueh time is extended by agreement of all parties. 

CITIES SERVICE' OIL COMPANY 

By 
Attorney-in-Fact 

OPERATOR 

MOBIL OIL CORPORATION 

^Attorne^-in' 

ATTBST: THB SUPERIOR OIL COMPANY 

Secretary 
By 

President 

UNION OIL COMPANY OP CALIFORNIA 

By 
Attorney-in-Fact 

ATTBST: FLAG-REDFERN OIL COMPANY 

Secretary 
By 

President 

JOSEPH DUNIGAN, an individual 

ATTBST: GREAT WESTERN DRILLING COMPANY 

Secretary 
By 

President 

•15-



LiATE OF 

COUNTY OF . TYiiAJ. A/YA. > 
) 
) SS 

On this 
personally appeared 
person 

day of 

eoing'insti 

O r V , 19 *73 . before me 
to me known to be the 

nt as Attorney-in-Fact In behalf of 

corporation, and .acknowledged that he executed t 

of said -yiZriZz/j A>;JJ A*,fiAts>^-r;*J 
executed the same~~es the free/set snd dsed 

My Commission Expires \ 

" V N o t a r y Notary Public 

STATS OF 

COUNTY OF 

) 
) SS 
) 

On this the 
personally appeared 

day of 19 
• , to me personally 

known, who being by me duly sworn did say that he is the President of 
, and that the seal affixed 

to the foregoing instrument is the corporate seal of said corporation, and that 
aaid instrument waa signed and sealed in behalf of said corporation by authority 
of Its Board of Directors, and said 
acknowledges said instrument to be the free act and deed of said corporation. 

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

My Commission Expires: 

Notary Public 

STATE OF 

COUNTY OF 

) 
) SS 
) 

On this day of 19 , before 
ma personally appeared , to me known to be 
the person described in and who executed the foregoing instrument, and acknowledged 
that ha executed the same as his free act and deed. 

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

Notary Public 

My Commission Expires: 

-17-



•aid date unless such time is extended by agreement of a l l partiaa. 

CITIES SERVICE OIL COMPANY 

By 
. At torney-in-Fsc t 

OPERATOR 

MOBIL OIL CORPORATION 

By 
At torney-in-Fac t 

ATTESTj THE SUPERIOR OIL COMPANY 

President 

UNION OIL COMPANY OF CALIFORNIA 

By 
At torney-in-Fact 

ATTEST! FLAG-REDFERN OIL COMPANY 

Secretary 
By 

President 

JOSEPH DUNIGAN, an individual 

ATTEST: GREAT WESTERN DRILLING COMPANY 

Secretary 
By , 

President 



STATE OF _ 

COUNTY OF 

) 
) SS 
) 

On thia day of 19 , before me 
personally appeared 
pereort who executed the foregoing Instrument as Attorney-in-Fact in behalf of 

, to me known to be the 

corporation, and acknowledged that he executed the same as the free set and deed 
of said . 

Notary Public 

My Coonlsaloh Expires: 

STATB OF 

COUNTY OF 

On this the 
personally appeared 

) 
) SS 
) 

day oty^^-x^^-^C^-^ 
J» L ftorrfs:?:! 

, 19____3* 
,t to me personally 

known, who being by me duly sworn did say thet he is the i / . °<—President of 
THE SUPtSViCa O.L COMPANY , and that the seal affixed 

to the foregoing Instrument is the corporate seal of said corporation, and that 
said instrument was signed and sealed in behalf of said corporation by authority 
of its Board of Directors, and said X L Pier— -an 
acknowledges said instrument to be the free act and deed of seid corporation. 

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

Notary Public 

My Commission Expires: COUINNE STEELE ?y "t"-"-
PuMe ta tnd In Hsnfe Court* Tern 

_b _________ _«_lttt ___)_,__} 

STATB OF 

COUNTY OF 

) 
) SS 
) 

On this day of 19 , before 
me personally appeared , to me known to be 
the person described in and who executed the foregoing instrument, and acknowledged 
that he executed the same aa his free act and deed. 

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

Notary Public 

My Commission Expires: 

-17-



aaid date unleae aueh time is extended by agreement of all parties. 

CITIES SERVICE OIL COMPANY 

By 
At torney-in-Fact 

OPERATOR 

MOBIL OIL CORPORATION 

By 
Attorney-in-Fact 

ATTEST] THE SUPERIOR OIL COMPANY 

Secretary 
By 

President 

UNION OIL COMPANY OF CALIFORNIA 

By 
Attorney-in-Fact 

ATTESTt FLAG-REDFERN OIL COMPANY 

Secretary 
By 

President 

JOSEPH DUNIGAN, an individual 

ATTEST J GREAT WESTERN DRILLING COMPANY 

Secretary 
By 

President 



ATTEST: GULF OIL CORPORATION 

Secretary 
By 

Attorney-in-Fact 

MONSANTO COMPANY 

By 
Attorney-ln-Fect 

EDWARD R. HUDSON, JR., an Individual 

RANDALL B. JOHNSTON, and 

SHIRLEY A. JOHNSTON, husband & wife 

STATB OF OKLAHOMA ) 
) SS 

COUNTY OF TULSA ) 

On thia personally appeared 

HOWARD W.JENNINGS, an Individual 

NON-OPERATORS 

day of _, 1973, before me 

_, to me known to be the person who exe

cuted the foregoing Instrument as Attorney-in-Fact in behalf of CITIES SERVICE OIL 

COMPANY, a Delaware corporation, and acknowledged that he executed the same as the 

free act and deed of aaid Cities Service Oil Company. 

Notary Public 

My Commission Expires: 

-16-



STATB OF ) 
) SS 

COUNTY OF ) 

On this . day of , 19 , before me 
para emal ly appeared , to me known to be the 
person who executed the foregoing Instrument as Attorney-in-Fact in behalf of 

^ _ ^ _ ^ _ _ ^ _ _ _ _ _ _ _ ^ i e 
corporation, and acknowledged that he executed the same aa the free act and deed 
of said . 

Notary Public 

My Commission Expires i 

STATE OF ̂  ) 
~v j gg 

COUNTY OF ) 

On thia the _ day of , 19 , 
personally appeared , to me personally 
known, who being by ae duly sworn did say that he is the President of 

. , and that the seel affixed 
to the foregoing instrument is the corporate seal of said corporation, and that 
aaid instrument waa signed and sealed in behalf of said corporation by authority 
of its Board of Directors, and said 
acknowledges said instrument to be the free act and deed of aaid corporation. 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official 
seal cha day and year ln this certiflcste above written. 

Notary Public 

My Commission Expires! 

STATE OF ) 
) SS 

COUNTY OF ) 

On this day of , 19 , before 
me personally appeared . , to me known to be 
the person described ln and who executed the foregoing instrument, and acknowledged 
that he executed the same as his free act and deed. 

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

Notary Public 

Hy Commission Expires! 



Rev. 10/11/73 

EXHIBIT "A" (Fart I) - Attached to and made a part of Operating Agreement dated 
June 11, 1973, between CITIES SERVICE OIL COMPANY, as Operator, and 
MOBIL OIL CORPORATION, et al, as Non-Operators. 

(1) LANDS SUBJECT TO CONTRACT (Unit Area) : 

Unit Area A - N/2 of Section IS and all of Sections 22 and 23, 
Townahip 20 South, Range 28 East, Eddy County, 
New Mexico, limited to rights below the depth of 
1,200 feet and to the base of the Devonian Forma
tion. 

Unit Area B - S/2 of Section 14, Townahip 20 South, Range 28 Eaat, 
Eddy County, New Mexico, limited to rights below the 
depth of 1,200 feet and to tbe base of the Devonian 
Formation. 

Unit Area C - N/2 of Section 14, Township 20 South, Range 28 Bast, 
Eddy County, New Mexico, limited to rights below the 
depth of 1,200 feet and to the base of the Devonian 
Formation. 

Unit Area D - S/2 of Section 15, Townahip 20 South, Range 28, East, 
Eddy County, New Mexico, limited to rights below the 
depth of 1,200 feet and to the base of the Devonian 
Formation. 

(2) ADDRESSES OP PARTIES TO WHICH NOTICES SHOULD BE SENT: 

Cities Service Oil Company 
P. 0. Box 300 
Tulaa, Oklahoma 74102 

Mr. Randall B. Johnston 
P. 0. Box 1824 
Midland, Texas 79701 

Mr. Joaeph Dunlgan 
Baaaett Tower 
301 Texas Avenue 
El Paao, Texas 79901 

Mobil Oil Corporation 
Attn: Mr. John D. Howard 
P. 0. Box 633 
Midland, Texas 79701 

Flag-Redfern Oil Company 
Attn: Mr. Earl A. Rogers 
P. 0. Box 23 
Midland, Texaa 79701 

Great Western Drilling Company 
Attn: Mr. John B. Huckabay, Jr. 
P. 0. Box 1659 
Midland, Texas 79701 

Gulf Oil Corporation 
Attn: Mr. Robert E. Griffith 
P. O. Box 1150 
Midland, Texaa 79701 

Mr. Edward R. Hudaon, Jr. 
1000 First National Building 
Fort Worth, Texaa 76102 

Mr. Howard W. Jennings 
117 Fort Worth National Building 
Fort Worth, Texas 76102 

cc: Mobil Oil Corporation 
Attn: Mr. Jim Posey 
P. 0. Box 820 
Roswell, New Mexico 88201 

Monsanto Company 
Attn: Mr. Bill Basil 
101 North Marienfeld 
Midland, Texas 79701 

Ihe Superior Oil Company 
Attn: Mr. Raymond Parker 
P. O. Box 1900 
Midland, Texas 79701 

Union 011 Company of California 
Attn: Mr. W. M. Stanley 
300 Security Bank Building 
Roswell, New Mexico 88201 

Part I 
-1-
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EXHIBIT *A" PART HI 
_ . u „ 0/A DATED JUNE II, 1973 

Eddy County, Now Maxico 
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6-15-64 

EXHIBIT "B" 

Attached to and made a part of Operating Agreement dated June 11, 
1973, between CITIES SERVICE OIL COMPANY, as Operator, and 
MOBIL OIL CORPORATION, et al, aa Non-Operators. 

INSURANCE 

Operator shall also purchase or provide for the benefit of the 

parties hereto: 

Type of Coverage 

(a) Employers' Liability and 
extension of Workmen's 
Compensation and Employers' 
Liability to cover marine 
operations where applicable. 

(b) Comprehensive General 
Liability (excluding under
ground property damage but 
including operation of water-
craft where applicable). 

Liability Limits of Not Less Than 

$100,000 each accident 

Bodily Injury 

Property Damage 

$100,000 each person 
300,000 each accident 
100,000 each accident 

(c) Comprehensive Automobile 
Liability 

$100,000 each person 
300,000 each accident 
100,000 each accident 

- Bodily Injury 

- Property Damage 

It is further understood and agreed that the Operator is not a 

warrantor of the financial responsibility of the Insurer with whom such insur

ance ls carried, and that except for willful negligence, Operator shall not be 

liable to Non-operator for any loss suffered on account of the insufficiency 

of the insurance carried, or of insurer with whom carried. Operator shall not 

be liable to Non-operator for any loss accruing by reason of Operator's inabil

ity to procure or maintain the insurance above mentioned. Operator agrees that 

I f at any time during the life of this agreement i t i s unable to obtain or 

maintain such insurance, i t shall immediately notify Non-operator in writing 

of such fact. 
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EXHIBIT " c ' Nor* *™.«. 

Attached to and made a part of Operating. Agreensnt iated June,..U». 
1973, between CITIES SERVICE OIL COMPAKT, aa OpiSratox, 
and MOBIL OIL CORPORATION, at a l , aa NcnL-Operatora. 

ACCOUNTING PROCEDURE 
(JOINT OPERATIONS) 

I . GENERAL PROVISIONS 

Definitions . 
"Joint Property" shall mean the real nnd personal property subject to the agreement to which this "Accounting Pro
cedure" is attached. 
• Joint Operations" shall mean all operations necessary or proper for the development, operation, protection and 
maintenance of the Joint Property. 
•"OitMitor" shall mean the parly dcsignati-d to conduct the Joint Operations. 
•Non-Operators" shall mean the nonopcruting parties, whether one or more. 
•Joint Account" shall mean the account showing the charges and credits accruing because of the Joint Operations 
»nd 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. 
"Controlluble Material" shall mean material which at the time ls so classified In the Material Classification Manual 
as most recently recommended by the Council of Petroleum Accountants Societies of North America. 

Conflict with Agreement 
In Ihc 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, tho provisions of the agreement shall control. 
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Statements and Billings 
Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of costs and 
i-Nlxvti.Kt.*, for tho preceding month. Such bills will be accompanied by statements reflecting the total charges 
und credits as set forth under Subparagraph C 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. 
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 Much time, the unpaid balance shall bear interest at the rate of twelve percent (12%) 
per annum or aueh maximum ra te as permit ted by law, whichever I B the lesser , unti.1 pa id . 
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 shnll 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 VII . 
Audits 

A Non-Operator, upon notice in writing lo 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 
« 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 will result in a minimum of inconvenience to 
the Operator. 

I I . DIRECT CHARGES 
Subject to limitations hereinafter prescribed, Operator shall charge the Joint Account with the following Items: 
Rentals and Royalties 
Delay or other rentals and royalties when .such rentals and royalties are paid by Operator for the Joint Account 
of the Parties. 
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 technical 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 of 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 . 11 percentage assessment is used, the rate shall be based on the Operator's cost experience. 

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are 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. 



3. Employee Benefits 
Opernttw's current cost o{ established plans for employees' group Hfe insurance, hospitalization, pension, retire
ment, stork purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator's labor eost: pro
vided however, the total of such chorees shall not exceed ItltMn p«c«nt (!5*;> of Operator's Inhoi costs chargeable 
lo the Joint Account under Paragraphs 2A and 2B of this Section I I and Paragraph I of Section I I I . 

I . Material 
Materiiil purchased or furnished by Operator for use on the Joint Property. So far as it Is reasonably practi
cal and consistent with efficient anil economical operation, only such Material shall be purchased for or transferred 
10 Uu- Joint lYoperty as may be required for immediate use: and the accumulation of surplus stocks shall be avoided 

.1 Transportation 
Tiaus|iinlation of employ™* :nid Material necessary for the Joint Operations but .subject .tip the follow ing limitations: 
A. If Material is moved lo Ihe Joint Property from the Operator's warehouse or other properties, no charge shall 

Ix- made to the Joint Account for a distance greater than the distance from the nearest rdliable supply store or 
railway receiving point where like material is available, except hy agreement with Non-Operators. 

11 If surplus Material is mcved tn Operator's warehouse or other storage point, no charge shall be made lo the 
Joint Account for a distance greater tlion the distance tn the nearest reliable supply store or railway receiving 
point, except by agreement with Non-Operatoi'R. No charge shall Ix- made to Joint Account for moving Material 
lo ul Iter prnperliex hi'longing lo 0|>oralor. escepl by agreement with Non-Operators. 

f". In 1tie application of subparagraphs A anil M above, there shall be m> equalization nf actual gross trtieking costs 
of *lt)0 or IS*H>>. 

«. Service* 
A. The cost of contract services ;ind utilities procured from outside sources other than services covered by ParB-

Ki;i|ih R of this Section Ii :iiul Paragraph 2 of Section III . 
IV I'sc ami service ol i iiuipnit iil ami I'm ilitics furnished by Operator us provided in Paragraph 5 of Section JV. 

7. Damage* ami Losses In Joint Property 
All iimls nr expenses necessary for the repair or replacement of .loin! Property made necessary because of damages 
or losses' incurred by fire, flood, storm, theft, accident, or uny other cause, except to the extent that the damage or 
loss eritilri haw been avoided through the exercise of reasonable diligence on the part of Operator. Operator shall 
furnish Non-Operators written notice of dnmages'or losses incurred as soon as practicable after a report thereof 
has been received by Opcraiov. 

X Legal K\|irn«e 
All costs and expense* of banilliiv.'.. iiwei.tie.almg and settling litigation or claims arising by reason of the Joint 
Opo.ralinns or nereswiry lo protect ur recover the Joint Property, including, but not limited to. attorney*' fees, 
court costs, cost of investigation or procuring evidence and amounts paid In settlement or satisfaction of any 
such litigation or claims: provided, (a) no charge shall he made for the services of Operator's legal staff or other reg
ularly employed personnel (such services being considered to be Administrative Overhead under Suction II 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 surh attorneys is agreed to by Operator and Non-Operators. 

9. Tnxm • 
All taxes nf every kind and n.ituii assessed or levied ii|mn m In connection with the Joint Property, the operation 

.thereof, or the production therefrom nnd which taxes have been paid by the Operator for tho benefit of the Parties. 
III. Insurance Premiums 

Premium* poid for insurance required to be carried on the Joint Property for the protection of the Parties. 
I I . Other Expenditures 

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

I I I . INDIRECT C1IARCES 
(l|K'rator may charge the Joint Account for indirect costs either by use of an ;;ilocation uf district expense item-' i 
fixed rate for administrative overhead, and plus the warehousing charges, all as provided for in Paragraphs I , 2, and 3 of 
this Section I I I OR by combining all three of said items under the fixed rate provided for in Paragraph 4 of this Section 
HI. as indicated next below: 

OPERATOR SHALL CIIARCE THF. JOINT ACCOUNT UNDER THE TERMS OF: 
Q Paragraphs 1, 2 und : i . (Allocation of district expense plus fixed rate for administrative overhead plus 

warehousing.) • • -' •• > 
QfJ Paragraph 4. (Combined fixed rate) 

I . District Expense * •• 
Operator snaH tharge Ihe Joint Account with a pro rata portion of the salaries, wages and expenses of Operator's 
production superintendent and other employees serving Ihc Joint Property and other properties of the Operator in 
the same operating area, whose time is not allocated directly to the properties, and a pro rata portion of the cost of 
maintaining and operating a production office known as Operator's 
office located at or near (or a comparable office if location changed), and neces
sary rub-office* (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. Tlie expense of. less any revenue from, such facilities may, at the 
option of Operator, include depreciation of investment or a fair monthly rental in lieu of depreciation. Such 
charges shall be apportioned to all properties served on some equitable basis consistent with Operator's accounting 
practice. 

2. Administrative Overhead 
Operator shall charge administrative overhead to the Joint Account at the following rates, which charge shall be in 
lieu of the cost and expense of ull offices of the Operator nol 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 FEB WELL PER MONTH) 

...urn* w.uj*t. • itJ8SSrULl!;.,'»!L, 
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The cost and expense of services from outside sources ih 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 . unlr such cost and expense ore agreed upon ' veen Operator and Non-Operators 
as a direct charge to the Joint Accoun 



.1 Operator's Fully Owned Warehouse Operating and Maintenance Exptnw 
'Describe fully the agreed procedure to be followed by the Operator.) 

N O N E 

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

WELL BASIS (BATE PER WELL PKR MONTH) 

Production 
D r i l l i n g Wells A l l W e l l s - A l l Depths 

$1,460 $205 

Saul fixed rule (shall) l^k^ny^) include salaries and expenses of production foremen. 

j . Application of Administrative Overhead or Combined Fixed Rates 
The following limitations, instructions and charges shall apply in the application of the per well rates as provided 
under cither Paragraph 2 or Paragraph 4 uf this Section I I I : 
A. Charges for drilling wells shall begin on Ihe date each well is spudded and terminate on the date the drilling or 

completion rig is released, whichever is later, except that no charge shall be made during Ihe suspension of 
drilling operations for fifteen (15) or more consecutive days. 

R. The status of wells shall be as follows: 
(1) Producing gas wells, injection wells for recovery operations, water supply wells utilized for water flooding 

operations and salt water disposal wells shall be considered the same as producing wells. 
12) Wells permanently shut down but on which plugging operations are deferred shall be dropped Irom the 

well schedule al the time the shutdown is effected. When such a wcli is plugged a charge shall be made 
at the producing well late:, 

I I ) Wells being plugged bark, drilled deeper, converted lo a source or input well, or which arc undergoing any 
type of workover that requires the use of a drilling or workover rig shall be considered the same as drilling 
wells. 

(4) Temporarily shut-down wells, which are not produced or worked upon for a period of a full calendar month, 
shall not be included in the well schedule, provided however, wells shut In by governmental regulatory 
body shall be Included in the well schedule only jn the event the allowable production is li ansfcrred lo some 
other well or wells on the Joint Property. In the event of u unit allowable, all wells capable of producing 
will be counted in determining the charge. > 

(0) Gas wells shall be included in the well schedule if directly connected to a permanent sales outlet even 
though temporarily shut in due to overproduction or failure ot purchaser to take the allowed production. 

: ;i) Wells completed in multiple horizons, in which the production is not commingled down hole, shall he con
sidered as a producing well for each separately producing horizon, 

f . The well rates shall apply to the total number of wells.-being d r i l l e d or operated under the agree
ment to which t h i s Accounting Procedure Is attached, i r r e spec t ive of i n d i v i d u a l leases. 

!) Tin- well rales shall be adjusted on the first day of Aprir of each year following the effective date of the .itrec-
iiu iu to which this Accounting Procedure is attached. The adjustment shall be computed by multiplying the 

currently in use by the percentage increase or decrease in the average weekly earnings of Crude Petroleum 
.•:!••! Clns Production Workers for the last calendar year compared to the preceding calendar year as shown by 
The Index of Average Weekly Earnings of Crude Petroleum and Gas Production Workers" as published by the 

Un.ted States Department of Labor, Bureau of Labor'Statistics. The adjusted rates shall be the rates curr- ntly 
in use, plus or minus the computed adjustment. 

6, For the construction of compressor plants, water stations, secondary recovery systems, salt water disposal facili
ties, and other such projects, as distinguished from the more usual drilling and producing operations. Operator 
in addition to Ihe Administrative Overhead or Combined Fixed Rates provided for in Paragraph 2 and 4 or this 
Section I I I , shall charge the Joint Account with an additional overhead charge as follows: 
A. Total cost less than $23,000, no charge. 
B. Total cost more than $25,000 but less than $100,000, .3 ..% of total cost. 
C. Total cost of $100,000 or more... 1_<7, of the first $100,000 plus . 2 of all over $100,000 of total cost. 
Total cost shall mean the total gross cost of any one project. For the purpose of this Paragraph the component parts 
of a single project shall not be treated separately and the cost of drilling wells shall be excluded. 

1. The specific rates provided for in this Section I I I may be amended from time to time by mutual agreement between 
Ihe Parlies hereto if, in practice, the rates are four.d to be insufficient or excessive. 

IV. BASIS OF CHARGES TO JOINT ACCOUNT 
Subject to the further provisions of this Section IV. Operator will procure all Material and services for the Joint Prop
erly. Al Ihe Operator's option, Non-Opcralor may supply Material or services for the Joint Property 

1. Purchases 
Material purchased and service procured shall be charged at the price paid by Operator after deduction of all dis
counts actually received. 

2. Material furnished from Operator's Warehouse er Other Properties 
A. New Material (Condition ' A") 

(1) Tubular goods, two inch (2") and over, shall be priced on Eastern Mill base (i . c. 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, ln equalized hauling charges. 
Operator Is permitted to Include ten cents (10c) per hundred-weight on all tubjlor goods furnished from 
his stocks in lieu of loading and unloading costs sustained. 

(2) Other Material shall be priced at the current replacement cost of the same kind of Material, effective at date 
of movement and f. o. b, the supply store or railway receiving point nearest the Joint Property where 
Material of the same kind is available. 

(3) The Joint Account shall not be credited with cash discounts applicable to prices provided for in this Para
graph 2 of Section IV. 

B. Used Material (Condition "B" and "C") 
(1) Material in sound and serviceable condition and suitable for reuse without reconditioning, shall be classified 

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

(a) After reconditioning will be further serviceable for original function as good secondhand Material 
(Condition "8"), or 

(b) I * serviceable for original function but substantially not suitable for reconditioning, shall be classifi
ed as Condition "C" and priced at fifty per cent (10%) of current new price. 

(3) Obsolete Material or Material which cannot be classified as Condition "B" or Condition "C" shall be priced 
at a value commensurate with Its use. Material no longer suitable for its original purpose but usable for 



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

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

3. Premium Prices 
Whenever Material is not readily obtainable at prices specified in Paragraphs 1 and 2 of this Section IV because C 
Manorial emergencies, strikes or other unusual causes over which the Operator has no control, the Operator may 
i hurge the Joint Account for tho required Material at the Operator's actual cost incurred in procuring such Material, 
in making it suitable fur use. and in moving it to the Joint Property, provided, that notice in writing i-
lui nishod tn Non-Operators nf the proposed charge prior to billing Non-Operators for such Material. Each Non • 
Operator shall have the right, by so electing and notifying Operator within 10 days after receiving notice from 
i i|n":i!or, to furnish In kind all or part of his share of such Material suitable for use and acceptable to Operator. 

I. Warranty of Material Furnished by Operator 
Operator docs not warrant the Material furnished. In case of defective Material, credit rhall not he passed to the 
.In,ni Account until adjustment has been received by Operator from the manufacturers or their agents. 

5. Equipment and Facilities Furnished by Operator 
A Operator shall charge the Joint Account for use of equipment and facilities at rates commensurate with cost of 

ownership and operation. Such rates shall include cost of maintenance, repairs, other operating expense, in
surance, taxes, depreciation and interest on investment not to exceed six per cent 10', ) per annum, provided 
:;ucli rates shall not exceed those currently prevailing in the immediate area within which the Joint Properly is 

'"' located. Rates fi;r automotive equipment shall generally lie in line with the schedule of rates adopted by the 
Petroleum Motor Transport Association, or some other recognized organization, as rccommeded uniform charges 
against Joint 'Property operations. Rates for laboratory services shall nol exceed those cuirently prevailing if 
performed hy outside service laboratories. Rates for trucks, tractors and well service units may include wages 

1 and expenses of operator. 
ft Whenever i eqiiestcd. tlpci ntnr shall inform Non-Operators in advance of the rates it proposes tu '•harge 
('. Hates shall be revised und adjusted from time to time when found to be either excessive or int.Mlt'irieni. 

V. DISPOSAL OF MATERIAL 
The Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplu. Condi
tion "A" or "f\" 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 Matei ial either by transfer or sale from Ihe Joint Property. 
1. Material Purchased by tbe Operator or Non-Optrators 

Material purchased by cither the Operator or Non-Operators shall be credited by the Operator to the Joint Account 
for the ninnth 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 
inleiesth in such Material. The Parties will thereupon be charged individually with the value of the Material re
ceived or receivable. Proper credits shall be made by the Operator in the monthly statement of operations. ' 

3. Sales lo Outsiders • 
Sales to outsiders of Material from Ihe 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. 

VI. 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 ahall be priced on the following basis: 

1. New Pries Defined 
New price as used in this Section VI 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 mi l (100'7) of current new price (plus sales tax if any). 

3. tiood Used Material 
tiood used Material (Condition "B"). being used Material in sound and serviceable condition, suitable for reuse 
without reconditioning: 
A. Al seventy - five per cent (75'; | of current new price if Material was charged to Joint Account as new, or 
T). At sixty-five per cent (65?; ) of current new price if Material was originally charged to the Joint Account as 

secondhand at seventy-five percent (7Se; ) of new price. 
4. Other Used Material 

Used Material (Condition "C"), at fifty 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. 

8. Junk Material 
Junk Material (Condition "E"), being obsolete and scrap Material, at prevailing prices. 

7. Temparariljr Used Material 
Whan the use of Material Is temporary and Its service to the Joint Property does not justify the reduction in price as 
provided for in Paragraph 3 B of this Section VI. such Material shall be priced on a basis that will leave a net charge 
to the Joint Account consistent with the value of the service rendered. 

•••• -v . VII. INVENTORIES 
The Operator shall maintain detailed records of Material generally considered controllable by the Industry. 

I Periodic Inventories, Notice and Representation 
Al reasonable intervals, inventories shall be token by Operator of ihe 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 leasl 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. Rrconrillatlen and Adjustment of Inventories 
Reconciliation of inventory with charges to the Joint Account shall be made, and a Ust of overages and shortages 
shaU be jointly determined by Operator and Non-Operators. Inventory adjustments shall be made by Operator 
with, the Joint Account for averages 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 sals or change of interest in the Joint Property. It shall be 

, u»4uto of tha party sslling.to notify all other Parties as quickly s* possible sfter the transfer of interest takes 
place. In such cases, both the 'er and the purchaser shall be governed 1 men inventory. 



EXHIBIT "D" 

Attached to and made a part of Operating Agreement dated June 11, 
1973, between CITIES SERVICE OIL COMPANY, as Operator, and 
MOBIL OIL CORPORATION, et al, aa Non-Operators. 

(NO UNLEASED MINERAL INTEREST BEING CONTRIBUTED) 



Rev. 11/19/73 

EXHIBIT "K" - Attached to and made a part of Operating Agreement dated June 11, 
1973, between CITIES SERVICE OIL COMPANY, as Operator, and MOBIL 
OIL CORPORATION, et al, aa Non-Operators. 

GAS STORAGE AND BALANCING AGREEMENT 

The parties to the Operating Agreement to which thia gas storage agree
ment ia attached own the working Interest in the gaa rights underlying the Unit 
Area covered by aueh agreenent in accordance with the percentages of participation 
as set forth in Exhibit "A" to the Operating Agreement. 

In accordance with the terns of the Operating Agreement, each party there
to haa the right to take its share of gaa produced from the Unit Area and market 
the saae. In the event any of the partiea hereto ia at any time not taking or mar
keting its share of gaa or haa contracted to sell ita share of gaa produced from the 
Unit Area to a purchaser which la unable at any time while this agreement ia in ef
fect to take the share of gaa attributable to the interest of such party, the terms 
of thia storage agreement shall automatically become effective. 

During the period or periods when any party hereto is not taking or market
ing ita share of gaa produced from the Unit Area, or ita purchaser la unable to take 
its share of gaa produced from tha Unit Area, the other parties ahall be entitled to 
produce each month one hundred percent (100Z) of the allowable gas production as
signed to such Unit by the New Mexico Oil Conservation Commission and shall be en
titled to take and deliver to ita or their purchaser all of such gas production; 
however, no party shall be entitled to take or deliver to a purchaser gaa produc
tion in excess of three hundred percent (300Z) of ita current share of tbe volumes 
capable of being delivered or of the allowable gas production if assigned thereto 
by the New Mexico Oil Conservation Commission unless that party has gaa in storage. 
All partiea hereto ahall share in and own the liquid hydrocarbons recovered from 
such gaa by lease equipment in accordance with their respective interests and sub
ject to the Operating Agreement to which thia gaa storage agreement la attached, 
but the party or partiea taking such gas ahall own all of the gaa delivered to its 
or their purchaser. On an accumulative basis, each party not taking or marketing 
ita share of the gaa produced ahall be credited with gas in atorage equal to its 
share of the gaa produced under thia agreement, less ita share of gaa used in lease 
operations, vented or lost. 

Each party taking gas shall furnish the Operator a monthly statement of 
gas taken. The statement ahall show the volume and value of gas utilized (other 
than for unit operations), the volume of gaa sold and tbe proceeds therefrom, the 
production taxes due on aueh gas, and the basic royalty due on such gaa. ("Basic 
royalty" aa used herein shall mean the usual one-eighth (1/8) royalty and "excess 
royalty" as used herein ahall mean any royalty in excess of the usual one-eighth 
(1/8) but not Including overriding royalty, production payment, or similar inter-
eat.) Each party shall pay or make arrangements to have the basic royalty attrib
utable to the production it receives paid to the Operator. The Operator will make 
aettlement with royalty owners for basic royalty and excess royalty. Each party 
having an interest burdened with an excess royalty shall reimburse Operator for 
such excess royalty upon being Invoiced therefor. Each party having an interest 
burdened with any overriding royalty, production payment, or similar Interest ahall 
be responsible for the payment of aueh overriding royalty, production payment, or 
similar interest. Bach party taking gaa shall pay or cause to be paid all produc
tion taxes due on tbe gas taken. The Operator will maintain a current account of 
the gaa balance between the partiea and will furnish all partiea a monthly state
ment 8ho wing the total quantity of gas taken and/or aold by each party and the 
monthly accumulative over and under delivered of each party. Each party taking 
gaa agrees to hold each other party harmless from any and all claims for basic 
royalty aaserted by royalty owners on such gas. 

After notice to the Operator, any party at any time may begin taking or 
delivering to Its purchaser ita share of the gaa produced from the Unit Area. In 
addition to ita share, each party, including the Operator, until it haa recovered 
ita gas in storage and balanced the gas account as to its interest, shall be en
titled to take or deliver to a purchaser a volume of gas equal to fifty percent 
(50Z) of the overproduced party or parties' share of gas produced from the Unit 
Area. If two or more parties are entitled to fifty percent (50Z) of the overpro-



EXHIBIT "E" 
Page Two 

disced party or partiea' share of gaa produced, they shall divide such fifty per
cent (SOX) in accordance with their percentage of participation is the Unit. 

Should production of gaa be discontinued before the gas account ia bal
anced, a monetary settlement will be made between the underproduced and overproduced 
partiea. In making aueh settlement, each overproduced party ahall remit to the 
Operator aa amount of money that aueh party received for ita overproduction, less 
royalty and taxea theretofore paid, such amount being at the price hereinafter de
fined for ita laat sales and for a volume of gaa equal to ita overproduction. As 
to gaa sold in Interstate commerce, the price basis shall be the rate collected, 
which is not subject to possible refund, aa provided by the Federal Power Commis
sion pursuant to final order or settlement applicable to the gas sold, plus any 
additional collected amount which la not ultimately required by aaid Commission 
to be refunded, such additional collected amount to be accounted for at such time 
aa final determination is made with respect thereto. The Operator shall distribute 
the total of such amounts among the underproduced partiea ln the proportion that 
the underproduction.of each bears to the underproduction of a l l parties. 

The partiea hereto shall have the right to produce and take or deliver to 
ita purchaser the full well stream for a period not to exceed seventy-two (72) hours 
to meet the deliverabillty test required by its purchaser; provided, however, no more 
than two (2) such testa will be conducted in any twelve (12) month period. Each par
ty shall, at all times, use its beat efforts to regulate its takes and deliveries 
from said Unit ao that aaid Unit will not be abut ln for overproducing the allowable 
or for cancellation of allowable because of underproducing the allowable assigned 
thereto by the state regulatory body. 

The provisions of this agreement shall be applied to each well and/or 
formation completion as if each well or formation completion were a separate well 
and covered by a separate but identical gaa storage and balancing agreement and 
shall be and remain In force and effect for a term concurrent with the term of the 
Unit Operating Agreement between the partiea. 

This agreement shall become effective in accordance with its terms and 
ahall remain ln force and effect as long as the Operating Agreement to which i t ia 
attached remains in effect, and ahall inure to the benefit of and be binding upon 
the parties hereto, their succeaaora, legal representatives and assigns. 



SXHIBIT "F" - Attached to and made a part of Operating Agreement dated 
June 11, 1973, between CITIES SERVICE OIL COMPANY, ai 
Operator, and MOBIL OIL CORPORATION, at al, as Non-Operators. 

EQUAL EMPLOYMENT OPPORTUNITY PROVISION 

During tha performance of this contract, the Operator agrees ss follows: 

1. The Operator will not discriminate against any employee or applicant 
for employment because of race, color, religion, national origin or sex. The Opera
tor will take affirmative action to ensure that applicants srs employed, and that 
employass era treated during employment, without regard to their race, color, re
ligion, national origin or sax. Such action shall include, but not ba limited to 
the followingi Employment, upgrading, demotion, or transfer, recruitment or re
cruitment advertising; layoff or termination; rates of pay or other forms of com
pensation; and selection for training, including apprenticeship. The Operator a-
greea to post in conspicuous places, available to employees and applicants for em
ployment notices to be provided for tha contracting officer setting forth the pro
visions of thia non-discrimination clause. 

2. The Operator will, in all solicitations or advertisements for employees 
placed by or on behalf of the Operator, state that all qualified applicants will re
ceive consideration for employment without regard to race, color, religion, national 
origin or sex. 

3. The Operator will send to sach labor union or representative of workers 
with which it haa a collective bargaining agreement or other contract or understand
ing, a notice to ba provided by the agency contracting officer, advising the labor 
union or workers' representative of the Operator's commitments under Section 202 cf 
Executive Ordar 11246 of September 24, 1965, and shall post copies of the notice in 
conspicuous places available to employees and applicants for employment. 

4. The Operator will comply with all provisions of Executive Order 11246 
of September 24, 1965, and of tha rules, regulations, and relsvent orders of the 
Secretary of Labor. 

5. Tha Operator will furnish all information and reports required by 
Executive Order 11246 of September 24, 1965, and by the rules, regulations, and 
orders of the Secretary of Labor, or pursuant thereto, and will permit access to 
its books, records, and accounts by the contracting agency and the Secretary of 
Labor for purposes of investigation to ascertain compliance with such rules, regu
lations, and orders. 

6. In the event of Operator's non-compliance with the non-discrimination 
clauses of this contract or with any of such rulss, regulations, or orders, this 
contract may be cancelled, terminated or suspended ln whole or in part and the Op
erator may ba declared ineligible for further Government contracts in accordance 
with proceduraa authorised in Executive Order 11246 of September 24, 1965, and such 
other sanctions may ba imposed and remedies Invoked ss provided in Executive Order 
11246 of September 24, 1965, or by ruleB, regulations, or order of the Secretary of 
Labor, or as otherwise provided by law. 

7. The Operator will include the provisions of paragraphs (1) through 
(7) in every subcontract or purchase order unless exempted by rules, regulations, 
or orders of the Secretary of Labor Issued pursuant to Section 204 of Executive 
Order 11246 of September 24, 1965, so that such provisions will be binding upon 
each subcontractor or vendor. The Operator will take such action with respect to 
any subcontract or purchase order as the contracting agency may direct as a means 
of enforcing such provisions including sanctions for non-compliance: Provided, 
however, that in the event the Operator becomes involved ln, or is threatened with, 
litigation with a subcontrsctor or vendor as a result of such direction by the con
tracting agency, the Operator may request the United States to enter into such l i t i 
gation to protect the Interests of the United States. 

Operstor acknowledges that it may be required to file Standard Form 100 
(EEO-1) promulgated Jointly by the Office of Federal Contract Compliance, the Equal 
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Employment Opportunity Commission and Plana for Progress with the appropriate 
agency within thirty (30) days of the date of contract award i f aueh report haa 
not been filed for the current year and otherwise comply with or file such other 
compliance reports aa may be required under Executive Order 11246, aa amended, 
and Rules and Regulations adopted thereunder. 

Operator further acknowledges that It may be required to develop a writ
ten affirmative action compliance program aa required by the Rules and Regulations 
approved by the Secretary of Labor under authority of Executive Order 11246 snd 
supply Non-Operators with a copy of such program if they so request. 

CERTIFICATION OF NON-SEGREGATED FACILITIES 

Operator aasuras Non-Operators that i t does not and will not maintain or 
provide for ita employees any aegregated facilities at any of ita establishments, 
and that i t does' not and will not permit ita employees to perform their services 
at any location, under ita control, where segregated facilities are maintained. 
Por this purpose, it is understood that the phrase "segregated facilities" includes 
facilitiea which are in fact segregated on a basis of race, color, religion, or 
national origin, because of habit, local custom or otherwise. It la further under
stood and agreed that maintaining or providing segregated facilitiea for its em
ployees or permitting ita employees to perform their services at any location under 
its control where aegregated 'facilities are maintained ia a violation of the equal 
opportunity clause required by Executive Order 11246 of September 24, 1965. 

Operator further understands snd agrees that a breach of the assurance 
herein contained subjects i t to the provisions of the Order at 41 CFR Chapter 60 
of the Secretary of Labor dated May 21, 1968, and the provisions of the equal op
portunity clause enumerated in contracts between the United Statea of America and 
Non-Operatora. 

Whoever knowingly and willfully makes any false, fictitious or fraudulent 
representation may be liable to criminal prosecution under 18 U.S.C s 1001. 


