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Asaxwrnm OF OIL AJSP OAS UEAOE3 

PHIYATELY OwgSE LASD5 

K30W ALL <*W IT TBESF. PRESWTG: 

That tha undersigried, SUXRAT OIL CORPORATION, & Delaware corporation, 

the address of which ia Plret national Building, Tulsa, Oklahoma ( hereinafter 

called Assignor"), for and in consideration of the sus of Ten Dollar* ($10.00) 

and other good aad valuable consideration, tbe full receipt and sufficiency of 

viil-v. is hereby acknowledged, does hereby sell, assign, transfer, set over, and 

convey into IL PASO SATUBAL OAS CCatPfcHT, a Delaware corporation, tbe address of 

whie& is Bassett Tower, Bl Paso, Texas (hereinafter called Assignee ), its suc

cessors and assigns, a l l right, title mad Interest of Assignor ln aad to those 

certain oil and gaa leases deecribed lu exhibit A attached hereto and mad* a 

part hereof for a l l purposes, in so far only as such Interests or rights par* 

tain to tha right to explore for aad produce gaa from soaaa and/or formations 

down to aad including tha Mesaverde formation, aad subject to tha exceptions 

and reservations hereinafter aat forth. 

Tw BatI AID TO IQLB the aaaa unto assignee, its successors and assigns, 

forever, subject, however, to the following! 

1. In aaid leases there are excepted aad reserved to lessors certain 

royalties la the oil and gae produced from aad tader aaid leases, and ls assign-

wonts of eertala af aaid Leases there ls reeerved to the Assignor cartels over-

ridlas royalties, reference being aada to aaid leasee and assignments far a mora 

particular description of the tame thereof, aad this aesignaent la eada ex

pressly subject to such royaltiea aad overriding royalties with which said 

leasee ara pre scut ly burdeaed. 

2. Assignor hereby except*, reaerves and retains unto itself, ita suc

cessors aad assigns, tha followingt 

A. Aa overriding royalty on Assignor's Interest in a l l gaa produced aad 

saved from tha aaid Leases and tha lands Incl tided in same as follovei 

(1) 5# for aef (1,000 cubic faat) oa a l l such gaa produced aad saved 

during tha first 5-1/3 years after the data hereof. 

(2) 6d fear mcf ea a l l such gaa produced and saved during the next 3-1/3 



(3) 14 par •ef on a l l such gaa produced and saved during tbe next 3-1/3 

years thereafter. 

(4) par acf on a l l each gas produced and saved during the next one 

year thereafter. 

(>) 9** par acf on a l l such gas produced and saved during tbe next three 

Ĵ oB̂ ooB̂ ol â Q̂nnâ nP'On̂ â â âQ̂  a 

(6) LOd per acf on a l l such gaa produced and saved during tbe next one 

(T) Bet less than 10a* per acf oa a l l such gas produced aad saved there

after. 

The voluae of gaa, upon vhlch the overriding royalties daaerlhad above 

shall ba paid, shall be eoaaatad upon a prasouro base of 15-025 pounds par 

eqpere inch absolute and at a teaparature baee of 60 degrees Fahrenheit, and 

shall be otherviee coaputed in eccordaace vith tha specifications prescribed 

In Oas Ooaalttaa Report Be. 2, dated May 6, 1935, of the Batural 

Oas Departaaat af the Aaarlcan Oaa Association, including tha appendix thereto 

and subsoaaest •oaiiiosiits aad appendices froa tlac to tiaa. Proper eorraetloaa 

shall be aade for deviation froa Beyle's Lav, tha specific gravity and tha flow

ing tenperstures of tha gaa produced beraaador. Proper deduction ahall he aaaa 

froa such voluaas for gaa used ln developaeat aad operation of tha said lands 

and for leaa due to ahrlnbag* by reaeoa of extraction of bvarocerbono froa euch 

Tha overriding rayaltlee speciflad la (7) above ahall ln no avast ha less 

than tha aanont stated therein hat ahall be arrived at as follows i epproxiaete-

ly ninety (90) gays prior to the aad of the first fifteon (15) years fallowing 

the date hereof the parties shall e&teapt to agree upon tha aaoants of aaeh over

riding royalties for tha next five year parlod. If tha partiae agree upon ouch 

overriding royalties, than each aaoaata ahall be tha overriding royaltlae to be 

received by Assignor hersunder for aaeh period. If tha parties cannot agree 

upon such aaoaata, then each amounts ahall be dateralnod by a board of arbitrat

or* to be appointed as provided ln tha •grismiH between tha parties dated Sep

tember 26, 195J, hareinaftar mentioned. Tha board of arbitrators ia enter a 

inlng the sannnts of each overriding royalties, ahall baas their daclsloa on 

the than value of aaeh gaa at tha wall hand, coneldaring only euallty aad pree-
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sure of gas, aggregate quantity of delivery and the then currant field prices 

(of then newly negotiated contracts) of gaa in other fields connected to or In 

the area of any of Aeelgnee's pipe lines or gathering systems or of any pipe

line systen to which any of Assignee's pipe lines or gatheriag systems are then 

connected and such other directly related pertinent rectors which said board 

shall dean proper to consider in order to fairly detcr.dLne xl* amounts of 

such overriding royalties. The overriding royalties reserved by Assignor 

above shall be determined for each five-year period after the twentieth year 

following the data hereof in Ilka aanaor to that provided above for tbe five-

year period next following the fifteenth year after the date hereof, but ia 

no event shall the amount of such overriding royalties be less than 10# per 

acf. 

B. An overridiu^ royalty in the amount of thirty-three and one-third 

per cent (33-1/3^) of Assignor's interest in all liquid hydrocarbons which aay 

be recovered or extracted from gas produced froa the said lands and leases. 

At Assignor's option, Assignee ahall deliver to Assignor the fair aarket value 

thereof in cash. At a l l times prior to the conipletion of construction and 

coaaenceaent of operations by Assignee of a plant for extraction of such liquids, 

Assignee shall pay to Assignor ia cash tbe estimated value of thirty-three and 

one-third par cent (33-1/3*) of all liquids produced with or contained ia gas 

produced froa the said land and applicable to Assignor's interest therein, re

gardless of whether such liquids are extracted from tbe gas. 

C. All oil in, to and under the said lands and leases, together with 

the right of Ingress and egress to and froa tbe leased premises for the purpose 

of exploring for, producing and removing seas aad constructing aad operating 

all facilities necessary or appropriate In connection therewith. 

All gaa sad other hydrocarbon substances in, to aad under tha aaid 

lands and lease ln all formations below the Mesaverde formation, together with 

tbe ripnt of Ingress and egress to aad froa the leased promises far the purpose 

or exploring for, producing and removing saae and constructing sad operating 

all facilities necessary or appropriate in connection therewith. 

3- Tha aaid overriding royalties and other Interests excepted and re

served herein are acre fully described ln a certain Oil aad Oas Lease Sale 

Agreement between Aeslgnor aad Assignee, dated September 26, 1952, nnd recorded 
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in the official records of the County Clerk of San Juan County, Sew Mexico, in 

v,1'"*! * „ , reference to which agreeaent end the record thereof 

is hereby sede for nil purposes, and the terms and provisions of which agreeaent 

f-rc -ill incorporated herelr. by reference the sanw &s thou^i set forth verbatim 

iierein. In the event of miy inconsistency between the provision* of this ns-

sig-ueent and said OJl and Ons Lease f?ale Agroana>nt, tbe provisions of aaid , i l 

a id 3is .ease Sale Agreement ahull control. 

U. ?or the saae consideration, Assignor coycoarit3 with Asaisnee, its 

successors and assigns, that Assignor will warrant and forever defend *nto --.a-

siptee, Its successors and assigns, the t i t l e to tha entire interest of Vasignor 

io aad to the said lands and leases purported to be assigned here!a o^lnst any 

person or persons claiming or to claia any interest thereIa by, throx^h, or 

•nder Assignor only. 

Assignee, by its acceptance upon delivery or this .-assign-writ, war

rants a.nd agrees that i t will cosply with a l l ter23, provisions and conditions 

or the agreeaent dated September 26, 19:>2, ̂ rationed hereinabove, ruid, subject 

to the terae thereof, that i t will comply with a l l obligations of tbe leases 

hereby assigned end thet i t hereby assumes and agrees to pay, as and when the 

saae shall become due and payable, a l l royalty interests under tbe leases hereby 

cssigned applicable to a l l gas end other hydrocarbons produced and saved by As

signee. 

a-XiiCOIED at Tulsa, Ckl*hoaa, on this d«y of '.-^ , -... ̂  . t 

TTLST: ^ SWffiAT OIL COR "̂ RATIOS 

Vice President 

STATE OF OKLAHOMA j 

COUNTY OP TOL6A ) 

on thie A 7 day of - ̂  /: < - , 1953, before me appeared 
^v. / f r /f^ju^yC*-^ * , to as persooally known, who, being by ae duly 

sworn, did aay that he la Vice freaident of SURRAT OIL CWPORATIOR, a Delaware 
corporation, and that the seal affixed to said lnstruaant i s the corporate seal 
of said corporation and tbat said lnstruaant was signed and sealed in behalf of 
said corporation by authority of ita board of directors and said 

>/, />• /^-^f-^r^t^^ acknowledged said Inatruamt to be tbe free act and 
deed of seld corporation. 

notary Public In aad for Tulsa County, 
Hj coaalssion expirest Oklahoma 

Ky con '"ion expires Nov. 8, 1954 r ¥ a a T a a T ^ a ^ T s T ^ ^ ^ ^ 
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1. O U o i f M lata* ***** Ajril 1, 19*9, oattiitoi ay C. I . aye aai 
WA! - ̂  U«am aya, aueonni ant wifo, aa loeeor, la faaanr af aaraeonll OU 
f n ' avTaa laaaoo, eowarlag taa following atecrltoi lania eltu-

ia aaa Jaaa Conaty, Mat* af lav aawlrn, to-witI 

M\ M\ nk awtiam 3, faaaamla 39 »rth , Jen* 10 
>, S«M*P*il», aaa anslao, 

10 acroa, aaaa or laaa, aai f nuraai ia Book 135* at 
337* la taa offioa of taa aaglttar of aaoaa of aaia ~ 

3. Oil aai gaa laaaa aatoi aarca 13, 19*6, aaecwtei ay fiMoea Jacyaaa 
aai hie alfa, Lillla P. Jeaaaas, aa leaaar, la favor of C. 1, *yn, 
aa leeeec, a w i t f taa following attnrtoai laaaa eituatai la aaa 
Jaaa Cenaty, Mat* of lav Maxleo, to-witJ 

g^Hjectlon 3» f Tnirttp 31 Sorta, laaaa 10 eaet, I . * . ? . * . , 

coatalirtag 1*0 a m , aare or loos, aai rctoroee ia took 89, at 
Page 601, la taa afflea of tat fteglstor of Psoas of sole Coaaty aai 
Ooata* 

k. OU aai oas laaaa aatoi Jaaaary St, 19*9, eaccutea ay Jaaa A. 
aat Ida alfa, lather las U f l a m , aa latter, la ferror of c. 1. aye, 

„ , aa 1 , cawing tat fallowing aoocrlto* laaaa eitaatoi ia aaa 
NM <tof 9mm eaaatr. State* areTanttoo, to-wit: 

Let 2, er tat a¥£ Wt£, aa* tot 3, «* taa alj-
•action 3, Taanttlp 30 north, aaajt 10 whet, 
S«a*P*ll», W*w Nation, 

80 aevea, aare or loaa, aai rtnoraia ia Book 135, 
833* la tat offioa of tat aaglator of Pants of aaii 

nroiT *A* ILLEGIBL 



H-7/2-B 
F R E D C. K O C H 

321 ^es-boaooroatKiMX Douglas 
W I C H I T A , 2 , K A N S A S 

August 5, 1953 

El Paso Natural Gas Company-
Tenth Floor - csssett Tower 
El Paso, Texas 

ATT'N: SAK SMITH 

Re: K 559-292U 
De Jarnette Lease 
SW/U NE/U; SW/U NW/U SE/U 
Sec. 3-30N-10W 
San Juan County, New Mexico 

Communitization E/2 3-30-10 
San Juan County, New Mexico 

Gentlemen: 

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

Yours t r u l y , 

FRED C. KOCH 

FCKoch/mb 



R-7/Z-C 

OPERATING / aOfltMT 
Koch Pool X # 1 

THIS AGREEMENT, aad* and ant-? into thia lat day of August, 1953, by aad 

between KL PASO NATURAL GAS COMPANY, a aware corporation, whose addraaa i s Post 

Office Box 1492, El Paso, Texaa, her* tar eoaetiaea referred to as Operator'; and 

rrad c. Eoch, and wila, Mary R. I oaa addraaa ia 321 Waat Douglas, Wichita, 

tasaaa, herinafter loaatiati r« ; to aa "Hon-Oparatora": 

« ^ T K I S S I T H : 

WHERBAS, - par.>*a barato ara tha ownsrs of cartaln Oil and Gaa Laaaaa, 

irhic'i cover, aaong othar landa, tha following daacribad land in San Juan County, 

New Mexico, to-wit : 

Township 30 North, Ranga 10 Waat, N.M.P.M. 
Sactlon 3: E/2 

containing 320.68 acraa, aor* or leee; and 

WHEREAS, i t ia tha daaira of tha partiaa barato to antar into an Operating 

Agreeaent covering tha developaent and operation of tha above daacribad tract as here

inafter aat out: 

NOW, THEREFORE, in consideration of tha preaiees and of tha eutual covananta 

and agraaeanta harainaftar contained to ba kept and performed by tha parties hereto, 

aaid partiaa do haraby agraa aa followa: 

1. FORMATION OF UNIT 

For tba purposaa baraof, i t ia agraad tbat tha aforaaentloned leases, insofar 

aa they apply to tha above daacribad landa, ara haraby pooled aad coaaunltisad to fore 

a unit covering only tha Maaavarda formation in and under tha lend daacribad above. I t 

being tha intention of tha partiaa hereto in forelng aaid unit to pool and coanunltlse 

a l l laaaaa which thay way now own or which thay aay hereafter acquire covering aay 

intaraat in tha ccetnunitized unit. Such unit i s created by tha Coanunitlsatlc* Agreeaent 

bearing tha aaaa data aa this Operating Agraaaant, executed by tha owners of alneral 

intaraata in tha land abova daacribad. 

2. OPERATOR 

Kl Paso Natural Oaa Coapany l s haraby daaignatad aad ahall act aa Oparator ef 

auch unit ln accordance with tha teras and provisions of this Agreement. Operator shall 

-1-
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nave ful i and complete management of the development and operat > on of tbe *ald unit f->i-

ory 3«* *nd associated luquid hydrocarbon* producible from th.* Maaaverde f orma; ion t i 

a,-; sntir«ty, but Operator agraee that no well ahall b« commenced upon the aaid unit. *x 

cap', the wall hereinafter provided 'or, without tha consent of Non -Oper ator a. 

EI Paao Natural 3»» Company aay realgu aa Opera , jr at any time by giving 

ii.-»t Ice ti' each Soc--Operator in vr l1 img I ! i t <f <»0> tsaya in Kdvanc* of the et feet 1 va 

data of aiii-n vealgnai ton and, in i u " t evmnt, tiia worfc.iag t cterast owner a of aaid unit 

ana 1 I ias.e-.l-i «:• v aa lto» a IU-.2»I»OV ; r. t:H event E l P*» Saiix ..a* .'»!'*ry sha l l 

»»l 4 or . .ir.e*«-*iee d v apoaa of a l l It.* »nt«r*»t li-. aaio ui.1 , t ti* .--i^tt ->f cperat ior. 

tu.rft'r. . M,. t»i-i»d ah* I j not r;. a lh tue t r s a i f * r or asai &';&•»:• * • r. *-..•.-!. J n u r « n ur i.n 

< '.• .!i<f o*i'*t*.t of* £3 P r. A • Natural G»* oV-*ps;.ty s A**Lgsi«« . ;»'.•.«. «i->n- Opwrat * »n ! SI 

.'»«-> fat .i * . oas Company a Aaa igeaa ah*;. i. tamed la t e l y aela-:t * r$»w Op* rat or 

'J «S .1 

W)*r*'-"r ahai 1 commence or cause «.'.> ba commancea >1> 1) i ing >jp*i *:: i.u»<» fi<r t h* 

f •!. *''-•< v";.̂  'f t .ha part iac n<; ate *'.:.i s n a i l thereafter o r i i i aaia •** i "; to * ..:*pt;» 

JUJ r i *t; • i •> i *at the ateeaverda rut mat i r»t« . unless s a i l , cap-roc 5-. , - s v i u a * , ij#a»icj{ 

ffr.T »oi;ira»; w»ttr flow, or Impanet r at t- substancea ara «»•. ;-o»:a! are.:: aalu *«] i at 

» '«t>aer ' The u*/ti*«a r>t*r«t<- may ai ac- mutually agre* \c •. a'..-out i i u t? :jrtiiii.fe 

•pa: *t l on* * a 1 eaaer uepth. Upon complet io:i of aaid wail , 'f i t i t a commercial wel 1 , 

• )p«r«t->r ana': i notify Non -Operator* of the date aaid well is ? i #<< -1 ,i f a K»a gathering 

a y a i cm . 

i r. tne *v*nt * wall capable of producing gmt in paying quant it lea l a shut in, 

!jp«f S I C T *r,»;i immediately notify Non-Operator* thereof; except that Operator ahall not 

be re.iUtraO «'> notify tha Non Operator* i f the well should b* ahut down for limited 

,„i,'.i<U ot • ne* i a order to balance production during peak load perioda or for reaaoaa 

s t a>»klng s * j i i * u i c * l repaire A l l production obtained from the unit araa and a i l 

?»*n.*i ; i ; an! equipment acquired hereunder for the joint account of tha partiaa bare to 

• < a be owned oy the pvrtiea hereto in the proportion* hereinafter specified in A r t i c l e 

« f r h u Agraeatent 

1 . oOSTS A ftp EXPENSES 

rr,* grcire costa and expenaea involvad ln d r i l l i n g , completing fend operating 

aaid wall, i f aaid well l a a commercial well, or i n plugging and abandoning i f said well 

j i x dry no*.* or non-commercial well, ahall be borne by the parties hereto, aa follows: 

11 Paeo Natural Gas Company 84,4% 

Fred C. Koch 15.6% 

-2-
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i.'r .<>«# >• to /f((\.'ro (*. n C; erat or to *iy*nce i t« *•.««. of •••>:•:/. 

s.i 1 « H - ^ s , R» s -l emaft*.* r , r ^ r a l «.-•.**«. \ t a i t l n l i y a^var.e .-• » > • a » «3 .'. 

«•"••* '» » <*»M « £.*;«..•..*• ; >r t i n dr 5 \ i i . i g of the w*ll }>i cvlded *:rr A r t • - «• "2 . #.-:* . ?.« 

a*?'; to Lrio 1: n sxygnsea cf said colt, «.rrc shall rii«rK» «*(.•<> H<.n-<.7>*r*. tor * i * h i t * 

fi?-< ru m ;>ar I'.mrsot on taa t.*sis of 4'! 4 pro?--y* : crista w : ! s i s i t «n th*» uo ; >. *-»•-

cut abo «•» . 

Al ; *r,:h CJ j t a , «Xp*-oi3* I t s «'.,u r* :.*.*«>« »«< r* : , «y>d r o *> B«ihr.;; P a c 

ing th* ar-r--< ': * i ta reaoo-.^ th«ieto. s.'.al 1 L*r io *<. <o »•••.*•<.<•* <* > * h it s* coo ; ' c A of 

th* Ac; L.O-> * i r,& »roc*.'»uv* , atva-h«-d hcreco ts- S <h ' b 11. ">," *;••>« i?t,!!> A - i-*o f ; ?r 

purpose*, -vtdad, boa/eve t , toat ;::« C?*r»"cr aU*l 1 cot appr.-i <.! <..>•* Eosy ; . cf t 

ar l e s aac*. sxp*'.*«» of it» D i s t r i c t tt.i«i*ln!«»n<l?K!,, cr . •> t r fo<- ^s;«i?l also. U . -Mpli;?»«i 

or cf the d l ^ ' r i c t o ffice expenses to to? join? account as provu'eO in p«r*.fr*;.h i l of 

Section I I o- a * i i Exhibit "A" , *» s.f i*chod hereto; ana ti.* *>>nchiy ;.••»• • o>: i . w • -.^ . . . l 

races sat for\n under paragraph 12 of Section 11 of aaid AxhltHt "*" , »t s, na»i-*#ts 

to. s h a l l b« in l i e u of any c.barges for any pari of the co*;>*nse t iur; or *si*'0'*s. pR'r.', 

tc Oparator' a D i s t r i c t Super ir.tenden I and to other general cUstoict a»pl< .y*»u *)»*).! 

be in l i e u of any charges for d i s t r i c t o ffice expenses as «*:1 as Ope.r»tor'» dl vij»t<_,?: 

o f f i c e and principal business office expenses and of any ;i>arg'S for f i e l d of T i c * and 

camp expenses, but s h a l l not be in i leu of any charge for any i«*rt of comp*n*at too, 

s a l a r l e a , and related expenses of any of Operator'e f i e l d craw and direct supervision 

of such crev d i r e c t l y engaged in the operation of Operator's ws±is in tbe a ~*». 

In the event of sny c o n f l i c t between the provisions contained in the body of 

t i l a Agreement, and those contained in said Exhibit ™A". th* provisions of this Agraa-

stnt s h a l l govern to tbe extent of such c o n f l i c t . 

In the event that Cperator e l e c t s to require any Non-Oparator to advance i t s 

proportionate share of the sbove mentioned costs and expenses, Operator s h a l l submit aa 

Itemised estimate of such costs aad expenses for the succeeding calendar month to such 

Non-Operator, showing therein the proportionate part of the estimated costs and expmnsas 

chargeable to such Non-Operator. Within f i f t e e n (15) days aft e r receipt of said eatlmate, 

such Non-Operator s h a l l pay to the Operator i t s proportlomate shsre of the estimated costs 

and expenses. I f payment of th* estimated costs and expenses i s not made when due, the 

unpaid balance thereof s h a l l bear interwet s t the rate of s i x per cent (6%) per a an aat 

from the due data u n t i l paid. Adjmstmmnts betwmen estimated and actual costs and ex-
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penses •hell be wade by Operator at the close of each calendar month and tbe account 

of the respective parties adjusted accordingly. 

The wall to be drillad on the communitized unit shall be drilled on a com

petitive contract basis at the ususl ratea prevailing in the field. However, Oparator, 

i f l t so desires, may employ i t s own tools and equipment; in such event the coat of 

drilling shall include, but shall not be limited to, the following chargea: (a) a l l 

direct material and labor costs (b) a proportionate amount of applicable departmental 

overheads and undistributed field costs (c) rental charge on company equipment employed; 

a l l such charges to be determined in accordance with Operator's accounting practice, pro

vided that, in no event shall the total of such charges exceed the prevailing rata in 

the field, and such work shall be performed by Operator under the same terms aad con

ditions as shall be customsry snd ususl in the field in contracts of independent con

tractors who are doing work of a similar nature. 

Operator shall make no single expenditure ln excess of One Thousand Dollars 

($1,000.00) without f i r s t obtaining the consent thereto of Non-Operator. Tha approval 

of the drilling of the well provided for hereinabove, however, shall include a l l ex

penditures for the drilling, completing, testing and equipping such well. 

5. RENTALS 

Each psrty hereto sgrees to pay s l l rentals and/or shut-in royalty which may 

become due under the lease or lesses which such party ls contributing to such unit here

under, and Operator ahall not have any obligation to pay any such rentals and/or shut-

in royalty except as to the lesse contributed by Oparator. Each party further agrees 

to use i t s best efforts to keep and maintain in fu l l force sad effect the o i l aad gaa 

lease(s) contributed by such party to said unit. 

8. INSURANCE 

Operator ahall at a l l times while conducting operations hereunder, carry and 

require i t s contractora aad tbalr sub-contractors to carry lnsuraaca to protact aad 

aave the partiaa hereto harmless, as follows: 

A. Workman's Compensation aad Employer's Li a b i l i t y Insurance sufficient to 
comply with tha Workmen's Coapanaatlon Law for tha State of New Maxlco. 

B. Comprehensive General Public L i a b i l i t y Insurance with limits of not lass 
than $50,000 par parson and $100,000 par accident, aad Oaaeral Public Lia
b i l i t y Property Damage with limits of not less than $50,000 par accident. 

C. Automobile Public L i a b i l i t y Insurance including non-ownad and hired automo
bile endorsement with limits of not less than $50,000 par person and $100,000 
par accident, and Automobile Property Damage Insurance with a limit of not 
less than $50,000 par accident. 
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;>.: iv:** - ru';/or J-xJfmant a wfcicli o. vcc c-.»-'*r,3-i by '.v - > : oao -vac J i t a i oA-.,..r, »...-% 

tc !-*• - '̂oci to ta* ooir.t *cc.-.crO, Over*t i . r sbt l„ 2<.«* <„> «* > v •*.> - •-;;>.-« c* ^ t : a fo ra 

lv« *., ' i . . ; »•• •> •" ' ' .-a.* C : <: ••; i rr . 

*.? . o i y<K- •••'•. o ^ V ' V ' . i ' " ' : 

" ' ^ thfc p«. ' \ Ic-u at- •: •.• • o *h?';. i o'*r> ar-t. i i 4 - ;> * ; ; ; • . t ; s.;* . •« -

• '* A c i o r • o .. * . i , C ;oo.C •.- "O- • * -. J; » ; • ct i . ' : : j i ,?- »_ r-

* ' : i f - i o bydi 'CCS' , Co ; ; s r rrv;Uv:e<' s r d g i v . - . ; ?•* . ; i t h * *i'.:i-'oS<-- - c o - i r * ^ x-» ',• '«» .v. :.,;> .5 

•-' ' V'"~- c-ction wnicfc i* j r be \ cy era tor in vl? - -si i *oc. e : o -1 ' s o ; *g: .. • nt .1 • 

oii <iie is'.o i r a c t UiiCftf i \ ct t t t i c i - c i v i s e a t r-s/er o<;d l-.> : j / i r 4 j r t c ' i j *JJO<;* 

»",v i'.r production •!..* "a , •• r i i •* »i a •. •. pao h*r-a t-> \ p*y 

o re • \.- pftTa^jit •.1* r c c s u ? ; •. - s, r»«.« . o</y 1 o ; r.g .>._*. •. •.' lf.rcjrs-*ts j>*y»>*atift 

oee - * ?'o-Ojctk^ «nd <aai: s i n ) * : .:.i':ireit«, i f fro* i '.£• pro^crt I p*vt c i 

!•> ct : } ion. Xf «t *xv ti.«« or v^«s .K-.sn-Oyer* tor *^tti;. f».ii o: r«fui* to tak* i a 

k'-r.d cr separately diap-.*•> of i t s p.ror>o.rtiooatc part of aaid p-roi-.'-ctica, Oparator s&aii 

h^v* ;. ;ie right, revocable by f on-Oper* tor et w i l l , to s e i i #?tc2i pars, o? such produc t'oa 

at ib* sasM p r i c * which Over*tor received for i t s own portion of tL* production, or to 

taka *«rh gas for i t s own use for resale; should gaa be delivered by eithar party dariag 

any pcriod tbat such other party or parties have f a l i * d or refused to tak* or s e l l i t s 

co their |»8, then the party rftceiving cr taking delivery of %h« gas agrees to account 

to the other party or parties for i t s or their proportionate part cf the gaa so delivered, 

( i ) i f sold by the receiving party, at the narket pric« at th* *«lla»*d for said gas, or 

at tne price received at wellhead by such party, whichever i s greater or, (2) i f takaa 

for i t a own use or transported for resale by the receiving party, at the high*at price 

i t i s paying others in the area at the wellhead for gaa of s i a i l a r quality and pressure 

or, (3) i f no such purchases sre being aade by the receiving party, than at tha market 

price at the wellhead. Any sales by Oparator of Ron-Operator's production ahall ba only 

for such reasonable periods of time as are consistent with tha minimum naada of tha i n 

dustry under the circumstances, but ln no event s h a l l any such sale ba for a period ln 

excess of one (1) year. 
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;C-H *o- *>>;>.?. EHF^r 

> » A ^ T S * H « 2 " t I M . f t . : . r ^ f S - C C * ^ * f f * • • 11 V * t i l - ! * ' ; ! K - S ^ C C ' : < • . > ' " C > 

.*-:• :**.• . - * r » ( o , r . o ' w i t » «t«.ft ,Hu>j tiu« a* t# or t-n*."c 1 ' • . . ' co. t i . t ! 1 » '•.••. i n r.,o • ;'o v.^a 

>cc; *; ' •*«<:•-. . • • ' » w r u - d os* i.w-> <2 * - f '-' f ' o r i . '• •* ' •"'& " ' " : * * .*• a'"--* < - i 3 '*««*«* 

•. c > ;'. > r c r o iu-bv-ca s r * p r • c ] c J : o . - t •• f ir * 1 * • u : i e ' cn ! ; ' p * * ' ^ 

i C l i u c . r ! 1#(i t n « . \ r ' o o - * ' -IOO c O/- i j p e v ! " £ c c 1 f:~>«i » * i i ! o s i » « 0 . I A * * 

. »-.?•. . " J u l ? i ' !»*oc . > ". *•.". A l>-5 - « - i u r - s? ! •> o f tV» .'. O .)ri»sr»v.v l o c ' . t i i ^ , ' J ^ l i -C 

J.C>« . : t ' <fc .• J M e x i c o , i «s«p.-ict i o eav d r y t->l« < r t --vr.sonau * t \ i , * .• * n s r * . ? - * ^ 

oc T i r . x t e d a l a uy '. «-» t> t h? ne t . . * !. A f c ©meet <. s i . •.« p* - ; J.̂ a U , ' - : • 

0 . ROYALTY J ti rv ">."' 

?. t i s a g r e e d *n-i '^; t ls i * i:o;K? trsat ta** *v«rd---.. - * .-• •' : V i l o ,*<.-. • / . c;'; ^c ; oy* 11 $ at* , 

oaywa*..-* o^o o f p rodu . -1 i . c a r r i e d s i c t o i j ; j ; e i r * t » , r c i . p r o f j t o'. j i % i \ ; C J i;th-.-.** 

s ' r . ' & r ; a n i e n t * , a'o-;': t « b o r a * and :>**.<•: by t h * p a r i ' . >f: t h e ".'"• * t l H . ;-o,'*s 

t a t * i « f . # a p p l y . 

The Cporaro;• ahall render, for a t n l o r f a tax purposes . fh« oi i t o i I '«*-*boju 

, l|h'.s aad iutersatw covered fcy thia Agreewant and a l l physical pioporty iC'-atAo t:i»r»-

cn ur used in connec:ion therewith, or auch part tharau; a* u*y be sabj*v r to ai va»or«« 

taxation uno«r exist.- ng law* of the Stat* of New Mexico, or which may be aade subject to 

taxation ur.der future lawa, and shall pay for tha beaaf lit of the joint account ».h auch 

ad valorem taxes at vh« time aad in tfa« aanaer required by U» which way b* aaa*as*d up--

oo or against a l l or any portion of auch leasehold right* and int*re«ii *u>i the physical 

property located th«reou or uaed in connection therewith. Operator ek*i1 o i l * *aea Moa-

Operator for i t s proportionate share of such tax payaeat* provided by th* Accountlaa; 

Procedure attached hereto aa Kxhiblt "A". 

11. RELATION OF PARTIES 

The rights, duties, obligations and l i a b i l i t i e e of the parties berate ahail 

ba several and not joint or collective, i t being the expreas purpoae aad intention of 

tha partiaa hereto that their ownerahip ia aaid unit ahall be aa tenanta in cosssoa; 

and nothing herein contained shall ever be construad as creating a partaershlp of any 

kind, Joint venture, an aaaoclatlon or trust or as imposing upon any one or aora of 

tha parties hereto any partnarshlp duty, obligation or l i a b i l i t y . Kach party hereto 

ahall ba individually raaponaible only for his or i t s obligations, aa aat out in this 

Agrreeaent. 

-6-

ILLEGIBLE 



12. ACCESS TO PREMISES, LOGS AMD REPORTS 

Operator i h t l 1 keap accurate logs of the well drillad on aaid onit, wliich 1 of * 

•Gall be available at a l l raaaonable times for inspection by aay Kon-Operator. Upon re

quest by any Hon-Oparator, Oparator shall furnish to such Non-Oparetor, a copy of said 

logs, saaplaa of cores and cutting of formations encountered, and eiactrical survey* 

relative to tha development and operation of said unit, together with any other iafor-

matlon which may ba reasonably requested pertaining to such well. Each Hon-Operetor 

shsil have access to said unit and to a l l books and records pertaining to operations 

hereunder for the purpose of inspection at a l l reasonable times. 

13. SURRENDER, EXPIRATION, ABAJfPOMaWT OR RELEASE OF LEASE 

No lease or leaaea subject to this Agreement shall be surrendered, let to ex

pire, abandoned or released, ln whole or ln part, unless the parties mutually consent 

thereto in writing. In the event that less than a l l partiaa hereto should elect to 

surrender, let expire, abandon or release a l l or any part of a lease or leases subject 

tc this Agreement and the other party or parties do not consent or agree, tha party so 

sleeting shall notify tha other party or parties not less thsn sixty (60) days ln ad

vance of such surrender, expiration, abandonment or release, and, i f requested so to do 

by the party not so electing, immediately ahall assign without warranty to tha latter 

party a l l of i t s rights, t i t l e and interest in and to aaid lease or leases, tha wall or 

wells located tbaraon, and tha casing and other physical aqulpaant in or on said v a i l or 

wells. I f the party or partiaa not so electing f a i l ( s ) to request assignment within 

such sixty (60) day period, tha party ao electing ahall have tha right to sarrander, lat 

expire, abandon or release ssid lease or leases, or any part thereof. In tha event auch 

assignment l s so requested, the party or parties to whoa such asaigaaant ia aade, upon 

the delivery thereof, shall pay to tha assigning party tha salvage value of i t s interest 

in a l l tha sslvable casing and other physical equipment in or on tha unit. After tha 

delivery of any such aasignment, tha party making tha assignment shall ba released from 

and discharged of a l l tha duties and obligations thereafter accruing or arising here

under, in connection with tha operation and developaent of tha unit, with respect to 

tha assigned lease or laasas. 

14. LOSS 01 FAILURE OF TITLE 

In the avant of tha loss or failure of the t i t l e , ia whole or ia part, of any 

party hereto, to any laaaa, the lntareat of such party ln and to the production obtained 
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* s o j . - , - . y ; i 'C -« to wfcoa* ; * ; • * • ca r b-»*fi i o e i ,vr S** fa.«.!«:«., * / o r . * < » .y # i o * t , _ * • • • i i * ' : . i ; ' y 

*to1 a e l - i 'C-c o t h e r 3*r t . « * > s r * " o s t i f ' s o ^ i f r o * *y.& t -sr •-• ' o - •.. i * * , < o ' r • 

Sv;s «vi£*xC*e w ^ i cb *&y - - » c l t *r;--%»,, c r so :.*^*'.!».<. -.<* . t\«* :C0 «.-.»ti »••« : •**...-.-"-. r-« 

o f c roN? r-c :, ;.c.c o b t a i n e d fc* '- isoider o r or-? y j - i * * n t r.-r p - o c * ^ * •«>.-; • * C t*s« •*«.,•<• <. r i s * 

" c c--. ..: f - r i c r t o vli# .'* '•. »• ' o » s 00 " s j ' ^ r * i ; t ' « :. 5 ••• • „••» 

1*. /-gAHOOKMSK'! o? « U 

'.-O. -> i 1 i O'i ' . i ; * •_>.;-.' *. t - : ; * At.'. ; O:' c i • M. . gt ,» i.x.<: .* 1- • .'. ' J. .. •' . ' ... . . • 

i-.yc> r - . ; . i Ctsoo* . f r o * > f * f - * M % . O : C co v o CC t ; . f M * .* jf r * e » * c t • --.••'•••:>i..;s o . o o c ^ ; 

w-uia**- -:c!.8*st o f t a * j n ^ t , - • f -\cy cc t h » v i r C i ^ ; t c * r c . . . - v ^ i^o?? , . 

sue** p t i r : . / o'' p » r r i « s »h«.j 1 t*i« ..-'.v. *-.- , 1 • '. y I A ! ' c : . - ; t r i* i v j i i iij-s ; c i t -

t«r « O i a*v« t*r (io) c'*y* * if ter receipt of such noc.o.c l.-j *>• i ';o *i«ut «heva*r to 

*gr** »;o * «cii abandon** tit I f ate r>»<-ti*a oerato *jr« f *cci> i&»t̂ oniaeA-> r cc-ib. woi V 

snail \r* .*iis.«uosie>d and pi ogged ft/ tfce Dp*rstcr at ib* »aof«ts.*-* c' tc* *»ia£ sc"'-..-^', aj&di 

aa auca aa poaalbie of* the caaisg and otfear phyeicai #c<.cir»»et in on aaid w i 1 ajjail 

j.a -s* iaaf *U tor th* i.«*n*f. c of tJk« joint account, ii* *«y party or partiaa £0 r - i.f-,--j» 

to *» id *»ando*y»ant, aucc p*trty o" partiaa shall purcfeea* tfc* int#raas<a) of -:.ii* party 

or i»a oeairing to niwuvioo aaic wall in th* physical equifuaaat thar*in aad tharaoa; 

and, within twenty-five (2S) days aftev receipt of nolle* by th# p*rty or parti** aot 

elactiajf to abandon, tha party or parties desiring to e band or, shall arscat* and deliver 

to tint oihor party or parties an assignment, without warranty of t i t l e , of a l l of i t s or 

ttalr Irtereat in said well and physical equipment, and in tha working interest aad gas 

iua*euoi.d ejtat«, insofar as i t covere tbe formation covarwd by this Agr*«m*nt ia said 

unit. Ivj axchange for aaid assignment, the purchasing part? or parties ahall pay to the 

asalgnlng party or partiaa the aalvage value of the latter'* interest i s ths salrabl* 

casing and other phyalcal equipment in and on said well, such value to ba determined 

la accordance with tbe provisions of tha Accounting Procedure attached hereto aa Ex

hibit "A" . 

16. LAWB A HP lUtGClATIOag 

Thia Agreement shall ba aubject to a l l valid and applicable State aad Federal 
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\m*jt, ragalet UT".S »v; ord*nr. V- t"'-r. opi*-at iccr. c'n-.*rr/t-i»rf r,»r<*»nd»r shai i ba 

;>«rrV: ; o 8Ccordsn<-4 ? i t h said i s - * * , cco«#, r»gul & i-<.-;>* u l onii-ia. !a t"-« ev«nt 

th** .•• g or any pro? talon* h* r*of, ie, or t'-.e ojt*-r&t io*»ss cnnivmj?'; •*•£*-? a*r*by 

avs t-vond b* iiicoaaiatarr: * i t h cr tc --racy ?.- *r.y w. " law. r u i * , r * g u l * t i c a or 

order, . ".attar fc-* d****d control and thia Agra****-! * h * l l i-m r*g*ttt*d as 

mod* fiwsd ,-.o;orui'4j;;.T, >.,i modi i l e d , »fiall co^iinjs* i a f u l l fore* Ar.d *ff*Cv. 

*c P*rty to t h i * A«jr**»*r.t ahall b* i labia to a««y ,.,th* - rs.. ty for any ualay 

or d***c't tii per ,'ormanc* ynd*r tbla Agreement do* tc *c*.v cauaa be yea--i i?.* control and 

» i i • -»«. ; :i i"*ult or aegi liaise*, ir.c \ vxt ing but o r * * '' • . . v.0 to seta of or iUs 

public {;-«»-, acta or requests oi th* Federal cr Stat* Oo/art-meat cc of euy Federal or 

S t a t * of n e a r purporting t > set uridar duly constituted authority, flood*, f l r * o , *--<rs, 

atora-a, * triltee. interruption of transportation, freight embargo** or f a i l u r e s , t x -

hau*t!on or u n a v a i l a b i l i t y or delay* in delivery of acj *--«teriai, equipment or twrvic* 

nac«»esary tc th* performance of any provieiona hereof, ^r th* lo*a of hoi*s, biow-oute 

or happening cf any unfor*a«*n accident, miafortuna or casualty whereby p*rforaanc* 

Hereunder la delayed cr prav*nt«d. 

18. OPERATOR'S LIEN 

Operator ahall hav* an expresa contract ll«n, which i s hersoy gr*nt*d f upon 

the interest of each Hon-Operator ln said unit, in t i e gaa or other a l n e r a l s produced 

froa such unit snd in th* a * t * r i * l s *nd equipment located th*r*on, to **cur* th* pay

ment by said Non-Operator of i t a proportionate part of the costs and expenses incurred 

or paid by Operator hereunder, and i n t e r e s t , i f sny, accrued on auch part. Such l i e s 

may b* enforced and forecloaed aa any other contract ll«n. Moreover, Operator may to 

tbe f u l l extent of any lndebtedneaa owed by i t to any Hon-Op*rator, offaet auch debt 

against sums owing to Operator hereunder by such Non-Operstor. 

19. NOTICES 

A i l notic**, reports and other correspondence required or made necessary by 

the terms of t h i s Agreement s h a l l be deemed (o have been properly served and addressed 

i f sent by n a i l or telegram, as follows: 

E l Psso Natural Oas Coapany 
Post Office Box 1492 
E l Paao, Texaa 
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Fred C. loch 
321 West Douglas 
Wichita, Kansas 

20. HURS, SUCCESSORS AMD ASSIGNS 

All of tha provisions of this Agreeaant shall axtand to and ba binding upon 

tha partiaa harato, thair hairs, succassors and assigns, and such provisions shall ha 

deemed to ba covenants running with tha land covarad haraby. 

IM WITNE8S WHEREOF, tha parties hereto have executed this Agreement in several 

counterpart originals as of tha day and year first above written. 

ATTttT: EL PASO NATURAL OAS COMPANY 

Assistant Secretary 

Fred C. Koch 

STATE OF TEXAS I 
I 

cooierr OF EL PASO I 

On this d'ZZs q»F of ^ -A^Af ' » 1 9 5 5 » D»* o r« •* aPr*"*** I . F. 
Steen, to aa personally known, who, b>fng py ae duly svora, did say that ha ia tha 
Vice Prasldant of IL PASO MTURAL OAS COMPACT, and that tha seal affixed to tha fore
going instrument ls the corporate seal of said corporation, and that said instrument waa 
signed and saaled in behalf of said corporation by authority of its board of direotora, 
and said H. F. Steen acknowledged said instrument to ba tbe free act and deed of said 
corporation. 

IN WITNESS WHEREOF, I have hereunto set ay hand and affixed ay official seal 
tha day and year in thia eartificata first above written. 

My commissioa expires: 
• 1M«« I . IVET, 

Notary Public, County I©f l y p a s o , 
State of Texas 
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•SflKS 601 ' A ' A - *;»*W f*n*-PASiLj-1949-! 

Anac-ed w • • u '.lif. ; : C o a t i n g . A-jrae-tent dated AugV*^ 3.,-
i f i53 b e t a i e a It. Paao K a t u r a l Ore Ccaipa^f nnd _/""*^_C' L _loc* L 

S t ' i X . _ 

A C C O U N T I N G P R O C E D U R E 

A * r : - j - j ; V T L E A * E OPERATION'S) 

S. O ' ^ E S A L PRO VISIONS 
i t< '\ • lots 
The ;erm ' JOIV t prcpe'ty as serein used sh-ill be con«t - ued to mean the subject area covered by the agreement 
to -*tuch •-. i.s "Accounting Procedure" is attacced. 
T'w ecTTi 'Operator ' ss herein used shall be construed to near the party designated to conduct the development 
an-. o;y-r»t,.o.-i of the leased prercses fr.r the joint account. 
The n .Ca-n-Opere tor" as hciem used *h*U be cons rued tg mean any one or more of the non-operating 
parties. 

2 Statements and Billings 
Opcrc ic-v &v,a;l bill Non-Operaior or. or before .he last day of each mc nth for its proportionate share of easts sad 
expenditures- during the preceding month. Such bills will be accompanied by statements, reflecting th* total 
costs and charges as set forth under Sub-Paragraph.... * below: 
A Stater e~t m detail of all charges and credit* to the ji int account. 
B Statement of all charges ar.d credits to the joint account, summarized by appropriate classification* indica

tive of the nature thereof. 
C Statements, as follows: 

i i ) Detailed statement of material ordinarily considered controllable by Operators of oil and gat properties; 
(2) Statement of all other charges and credits to the joint account summarized by appropriate classifications 

indicative of the nature thereof; and 
(3) Statement of any other receipts and credits. 

3 Payments by Non-Operator 
Each party shall pay its proportion of all such bills within fifteen (15) days after receipt thereof. If payment 
is not made within such time, the unpaid balance shall bear interest at the rate of six per cent (6%) par ynnnm 
untu paid. 

4. Audits 
Payment of any such bills shall not prejudice the right of Non-Operaior to protest or question the correctness 
thereof. All statement* rendered to Non-Operator by Operator during any calendar year shall be conclusively 
presumed to be true and correct after eighteen months following the close of any such calendar year, links* 
within said eighteen months period Non-Operator takes written exception thereto and makes claim on Operator 
for adjustment. Failure on the part of Non-Operator to make claim on Operator for adjustment within such 
period shall establish the correctness thereof and preclude the filing of exceptions thereto or the making 0 f 
claims for adjustment thereon. A Non-Operator, upon notice in writing to Operator and all other Non-
Operators, shall have the right to audit Operator's accounts and records relating to the accounting hereunder, 
within eighteen months next following the close of any calendar year. Non-Operator shall have six months next 
following the examination of the Operator's records within which to take written exception to and make any 
and ail claims on Operator. The provisions of this paragraph shall not prevent adjustments resulting frean the 
physical inventory of property as provided for in Section VI, Inventories, hereof. 

II D E V E L O P M E N T AND OPERATING C H A R G E S 
Subject to limitations hereinafter prescribed, Operator shall charge the joint account with tha following iteant: 

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

2. Labor, Transportation, and Service* 
Labor, transportation, and other services necessary for the development, maintenance, and operation of the Joint 
property. Labor shall include (A) Operator's cost of vacation, sickness and disability benefits of employees, aaa 
expenditures or contributions imposed or assessed by governmental authority applicable to such labor aad 
(B) Operator's current cost of established plans for employees' group life insurance, hospitalization, pension, 
retirement, stock purchase, thrift, bonus, and other benefit plans of like nature, applicable to Operator's field 
payroll; provided that the charges under Part (B ) of this paragraph shall not exoeedx^aanaBKatannXXjSajpfef tha 
total of such labor charged to the joint account. g ^ r i k f • a e - a a l f p a r 

3. Material e ea t U O f t ) 
Material, equipment, and supplies purchased or furnished by Operator, for use of the joint property. So far as 
it ia reasonably practical and consistent with efficient and economical operation, only such material shall ba 
purchased for or transferred to the Joint property as required for immediate use, and the accumulation of surplus 
stocks shall be avoided. 

4. sieving Material ta Jeiat F n a e s t / 
Moving material to the Joint property from Vendor's or |rom Operator's warehouse in the dfetrict or tram the 
other properties of Oparator, but in either of the last two events no charge shall be made to tha Joint »"~twit 
for a distance greater than the distance from tha nearest reliable supply store or railway receiving point e h a n 
such material is available, except by special agreement with Non-Operator. 

ILLEGIBLE' 
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5. M»vlr* S irpiw Material from J«!ai l*r*w«rty 
Mcvm* surplus material from the joint property vo cutside vendees, if sold f.o.b. destination, or minor returns 
%n Operators warehouse or other storagt poirit. lTc cl^rg* shall he su.ce to the Joint account for moving major 
stirpes «.*teti»l to Operator's warehouse or otu*r n^ra?* point icr a r i - i a * greater than the distance to tha 
nearest rei.sc.i- supply sior* or railway receiving point, >tz<*?i by ijvs.-::.; ?ir ee,i*nr- -vith Non-Operator; and no 
charge sh&li be made to the j;iinc aceovrd f ir novice natrriai to c'h-r ,.-r-p»-it>« te'tcn/iGS- to Oparator, except 
by special agrseexnent with Non-Operai&f. 

* t'ae «t Op*r«**s's Equipment and facilities 
Use cf and service by Operator's exclusively cwr.ed «<pipc.w« ana Jyrl-itie* as wmded is ?avs,^*cb 4, of 
Sectsco. VLL. 'liasis of Charges to Joint Account. ' 

Catriafee or l<9sses incurred by fire /loot!, ficrm. or «• / other ca:ise r ot (jmc'/'Utle by Op*r*ttK- tow. £T< ths 
«7»rci*e cr* reasonable diligence. Operator shaU fumtsh Non-Operator bitten cc;:** <* t? a? ir**** in
curved* bv fr*, storm, flood, cr oti.J-r natural or accidental cause? a? *..>; I f: a-ccsble aft* • insert oi tiw- jas»» 
ha* been received by Opera Icr. 

*:. LiHgsftar., i laments, and Claims 
AJ' COS'S a»*.d expenses of liiigatk cr i?gai tervW* ociprv:a> r.<.-ce»<»ry u: w;*.; •cc fr? tbe orotectio.; cf ihe 
joint :ntecett.5, including attori ?> . fees, and ejrpeiwea as hereirafter rcc"Mcc\ together «n>b *c. judgtr.ar..* •jb-
ta-.r.«'-d ajc-iiii.it die joint account or th; sunject scalier ol this .t ;t -. cc-"! • a-'ttai *•*•?*/•**< .CuiVjred »y ac* ;wr*.' 

ccri'-s hereto in securing evide '.ce for the t.urpcse of de/eno-r.sr c^aicc any uctcc ,>: c'.aite pi-.»«rrMt*c c jrtjed 
agcciii thi; lo'-ci account or ths subject mailer r-f this ato-rcccc. 
A. V « ns;ori'y of the interests hereunder shut! so ayre*, or c'.ci..'.? :̂ ie-i-i\>\g. the jcint tviecest* aere • 

• "de? may be handled by the l"gai staff cf or c- cr rc.,-i<? of .he p-i/rms hc-io, and » charge cc-oaowi<>.i.-*i* 
.'ch tc> services rendered may be made a^a^tr; the joc-t sc- c. : -:._H no -...-r. chug* shic' be made ur.vtl 
si.proved by the legal derartnient of c attorneys for tht <_~pecave ccties h-rccc. 

fl c ace eToenses of outside attorneys shall nui be cha/geC. to the jomt accoart unles* auihoriaed by tha » • 
. ••".-. >• cf 'ne interests hereunder. 

9 TAX «••.• 
Ad i**as or *v?ry kind ax;d nature assewec .ipou or in coin?:j'.;cri with th>' cioitit «i which are tha suttee*. j< 
this agrtvrnei'-l, the production thf:?efrom c ;he operation therecf, and which taxes have 1/een paid ty tha 
Operator -'•').• the benefit of the parties her*.a. 

10. Je#uiif?.-.f.t> 

A Premiums paid for insurance carried for the benefit of the joint ucccuc: together with all expenditure* in
cur: ed arc! paid in settlemeru cf any and all losses, claims, damages, judgments, and ether expenses, in-
r'.udi;ie; tegal services, not : ccovt-red from insuraticc carrier. 

B. i," no u.rurance Is rc«.s'.cied to be carried, ail actual expenditures incurred and paid by Operator in settle-
went of any and all losses, cUiras, damages, judgments, and any other expenses, including legal services, 
khaJi be charged to the joint account. 

See Paragraph 2, Article 4, af thia Agreeaeat 
11 District aai Camp Expense 

A 5«coj>ortinna:e share of the salaries and expenses of Clperator's District ?'j,ierintendent and other aecMsal 
dianv-t .r imici employees serving the joint property, whose time is not allocated direct to the joint property, 
and a ptc-po:iionate shace of maintaining and operating a district office and ail necessary camps, including 
hoysmg facilities for employees if necessary, in conducting the operations on the joint property and other 
leases owned and operated by Operator in tbe same locality. The expense of, less any revenue from, these ? 
facilities shall include depreciation or a fair monthly rental in lieu of depreciation on the investment. Such i 
char/es snail be apportioned to all leases served on seme equitable basis ronaiateat with Operator's accounting t 

i 2 Ovcraead 
Overhead charges, which shall be in lieu of any charges for any part of the compensation or salaries paid to 
managing officers and employees of Operator, including the division superintendent Ute entire staff and ex
penses of the division office located at JELi-P.aao,._Te_xa.i. .... t ai,d any portion of the office expense 
of the principal business office located at —XI—Paae, l e x a * , but which are not in lieu of district 
or field office expenses incurred in operating any such properties, or any other expenses of Operator incurred 
in the development and operation of said properties; and Operator shall have the right to assess against the 
joint property covered hereby the following overhead charges: 
A. $ IS.O^QQ- per month for each drilling wall, beginning on the date the well is spudded and 
terminating when it is on production or is plugged, as the case may be, except that no charge shall be made 
during the suspension of drilling operations for fifteen (15) or more consecutive days. 
P. $ 5V*> • p e r well per month for the first five (S) producing wells. 
C. $ XUXXX per well per month for the second five (5) producing wells. 
D. t TYYYVV per well per month for all producing wells over ten (10). 
£. in connection with overhead charges, the status of wells shall be as follows: 

(1) In-put or key wells shall be included in overhead schedule the same as producing oil wells. 
(2) Producing gas wells shall be included in overhead schedule the same as producing oil wells. 
(3) Wells permanently shut down but on which plugging operations are deferred, shall be dropped from 

overhead schedule at the time the shutdown is effected. When such wells are plugged, overhead fj»*H 
be charged at the producing well rate during the time required for the plugging operation. 

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

(5) Various walls may b* shut down temporarily and later replaced on production. If and whan a weB 
is shut down (other than for proration) and not produced or worked upon for a period of a full calen
dar month, it shall not be included in tha overhead schedule for such month. 

(«) Salt watar disposal wells shall not ba included tn overhead schedule. 

— a— 
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1. Material Pure baaed by Operator 
Material purchased by Operator shall be credited to the joint account and included in the monthly statement 
of operations for the month in which the material is removed from the joint property. 

2 Material I^irebaaed by Nan-Operator 
Material purchased by Bon-Operator shall be invoiced by Operator and paid for by Non-Operator to Operator 
immediately following receipt of invoice. The Operator shall pass credit to the joint account and include tha 
same in the monthly statement of operations. 

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

4 Sales ta Outsiders 
Sales to outsiders of material from the joint property c all be credited by Operator to the joint account at tha 
net amount collected by Operator from Vendee. Any claims by Vendee for defective material or otherwise 
shall be charged back to the joint account, if andrwhen paid by Operator. 

V. BASIS OT PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT 
Material purchased by either Operator or Non-Operator or divided in kind, unless otherwise agreed, shall be 
valued on the following basis: 

1 New Price Defined 
New price as used in Ate following paragraphs shall have the same meaning and application as that aead 
above in Section UL "Basis of Charge* to Joint Account." 

2. New Material 
New mater al (Condition "A"), being, new material procured for the joint account but never used thereon, at 
SOOT of current new price 

3 Qaod Used Material 
Good used material (Condition "B"), being used material in sound and serviceable condition, suitable for reuse 
without reefwditkantngv 
A. .At 75^ of current nev, price if material was charged to joint account as new, or 
R At 15% of cursynt new price less depreciation consistent with their usage on and service to the Joint prop

erty, if material was originally charged to the joint property as secondhand at 79% ef new price. 

:"). being used material which 
11 be further serviceable for original function as good secondhand material (Con-
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2. ItetJee 
Notice of intention to take inventory sha»1jrgjven by Operator at least ten days before any inventory is to 
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3 Failure to be Bsfseasaaas 
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CONTRACT FOR DEVELOPMENT 

THIS ACREE/ENT made and entered into this j f j f day of 

1950between THE ATLANTIC RRFININO C0<.5PANT, a Pennsylvania corporation, 

hereinafter called "ATLANTIC", and DELHI OIL CORPORATION, a Delaware corpora

tion, hereinafter called "DELHI", 

W I T N E S S E T H T H A Ti 

WHEREAS, ATLANTIC ie the owner and holder of the following described 

o i l and gas leases, subject to the payment of the overriding royalties herein

after set out, to-*iti 

(a) Oil and gas lease dated August 10, 191*6 from the State of New 

Mexico, as Lessor, to ATLANTIC, as Lessee, being State Lease No, E-956, cover-

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

Mexico: 

T31N, R10W, N.M.P.M. 

Section 32: SE/U SUf/h 

containing 1*0 acres, more or less; 

(b) Oil and gas lease dated June 21, 19U3 from the State of New 

Mexico, as Lessor, to ATLANTIC, as Lessee, being State Lease No. B-10li00, 

covering anong other land the following described land in San Juan County, 

New Mexico: 

T31N, RlOff, N.M.P.:.!. 

Section 32: NEA NW/U; SEA NA'A; S«A SWA 
Section 36: N/2 NW'A 

containing 200 acres, more or lessj 

(c) Oil and gas lease dated January 1, 19US from the United States 

of America, as Lessor, to John L. ^cCarty, as Lessee, being Federal Lease, 

Serial No. Santa Fe 077165, covering a^ong other land the following described 

land in San Juan County, New Mexico; 

T30K, R10W» K.M.P.Vt. 

Section 3: Lot 1, SEA NEA; SWA SEA; SEA Nfc"A; E/2 S«/ki 
E/2 SEA 

containing 307.2lt acres, more or less. 

A Serf/, 



which said lease was assigned by the said Lessee to ATLANTIC by 

assignment dated May 17, 19^7, recorded in BOOK 126, at Page 299, 

of the Records of San Juan County, New Ltexico, in which assignment 

the Assignor reserve-, unto himself, his ce irs and assigns, an 

overriding royalty of 2% of a l l of the o i l and gas in and under 

an--; that may be produced, saved and sold from the lanes covered 

by said assignment. 

(d) Oi l and , as lease dated January 1, l?U$ from the United States 

of America, as Lessor, to James C . P h i l l i p s , as Lessee, being Federal Lease, 

S e r i a l ho. Santa Fe 0771d7, cov^rin^ among other lan H the f-.Hewing described 

land in San Juan County, New Mexico; 

T31N, R1J17, K . I . P . j i . 

Section 26: ri/2 oV/Lj :^/k J'.'.'A; S /2; S l /k M/Uj 
Section 27: A l l 
Section 28: A l l 

and containing 1760 acres , more or l e s s ; 

which said lease was assigned by the said Lessee to ATLr.:'IIZ cy 

assignment dated iZay 15, 19u7, recorded in Scok 126, at Pace 297, 

of the Records of San Juan County, .\'ew iiexicc, in wf.ich assignment 

the Assignor reserved unto himself, nis heirs arid a s s i e s , an 

overriding royalty of 2% of a l l of the o i l and f;as ir. and under 

and that may be produced, saved and sold f r - i tr.e lar.ds covered 

by said assignment. 

(e) Oi l and ,as lease dt.ted June 1, IVUi fro.:, tr.e Ir.ited States 

of itmerica, as Lessor, to ATLA.'-TIC, as Lessee, being Federal Lease, S e r i a l 

No. Santa Fe 077179, covering tne following described lane in San Juan County, 

\'ew Mexico: 

T30N, aiOW, X.J..P.±. 

Section 3: Lot h; Sti/h O f A ; "S/2 S.iA 
Section U: Lets 1, 2, 3, L ; S/2 . \ /2; 3/2 
Section 5: Lots 1, 2, 3, u; S/2 K/2; S/2 

T31N, R1CW, K . . : . P . . . . 

Section 33: A l l 
Section 31: N/2; N/2 S/2 

and coi.tair.ing 2,56?.32 acres , rsore or l e ss ; 

/ f t . . A 
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(f) Oil and gas lease dated January 1, 19U5 from the United States 

of America, as Lessor, to Sophia ileyer, as Lessee, being Federal Lease, Serial 

Ko. Santa Fe 077186, covering among other land the following described land ir 

San Juan County, New iexico: 

T31K, RW, N.Ii.P.*:. 

Section 2hi E/2; E/2 W/2; SWA N*'A» S*A SWA 
Section 25: A l l -

containing 1200 acres, more or less, and 

WHEREAS, ATLANTIC and DELHI desire to enter into an agreement to 

provide for the developaent for oil and gas of the lands described above in 

the manner hereinafter specified, 

NCff, TH£RLF0RE, in order to provide for the development of said 

lands for oil and gas at the depths hereinafter specified, and in considera

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

I . 

TEST WELLS 

Within 6̂  days after approval of this contract by the Secretary of 

the Interior (hereinafter called "Secretary"), DrLhI agrees to start the 

actual drilling (spudding in) of a test well for oil and gas at a location to 

be selected by DELHI on some part of the land above described and to drill th< 

same with due diligence, within a period which shall not exceed 150 days, 

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

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

ered in the Mesa Verde formation unless such first well he the well herein

after provided for and designated and called throughout this Agreement as the 

"Deep *e l l " , in which event the depth and time for completion shall be as 

hereinafter provided for the "Deep Well" . 

Within 6o days after the completion of the first well either as a 

producer of oil (into the tanks) or of gas or as a dry hole, DELHI, unless i t 

shall elect not to do so and thereby forfeit its rights under this contract 

as to all of the above described lands except the acreage hereinafter called 

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

-3-
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d r i l l : ' . i . (soudrtn, i n ) ô ' n s.-cc:-. .,< n -it. a l o c a t i o n to '.)«• .selected.,by i t 
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L i i i M v j y ' *L-;„ s h a l l c >ntinu.. to a r ' f .1 ->nf; w i l a t fi tira* unort't)M 

lan-if. a ovi. Co: : r i " .vj ta ::ot .r4'».- t ; a n 60 days olnpsin , ix t r t e n the eoA» 

p i - t i .m of o.r? I - and ' ;h : s t a t i n , of t h * ac tua l , : r i l l i n t , (spudding i n ) b f 
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' prodwe-r o:' o i l , I'.-ZJ'-I s h a l l select :;0 acrec i n r.-.-ar;o:ia->lj co -pact "or.T. 

arc.2;. 3 o i ; w e l l , tin- acreage so selected betn ; l iere inaf t^ . r ca l l ed "earned 

o i l c'-cr;*a. e", and ir. 3 i-i i t i o n T-T.:'_, - r i t h i . . t h i r t y (30) a„ ^ a f t e r the com-

. o l a f Ti of t..'- i i r s t o i l w e l l in't i trie t:-ni:s, ^.hall se lect 1,000 acres i n 

reasonaM; c-r:..,.>ct *"-:>-v. ar vu:i 5 .aid v;ei l ".ndc'i: anr-V a--r- ina-ft;-:* c- i l lc ; 

" s ; ' i - t ' ' . o i l - c r a - e " . '.'." ir. c. da; s f .• a V;: CO.T 

su: .JC t ) th; 1 con-iit : JJJ nervinai ' t >r s « t f o r t r , h.'Tf 

;1- t i .ia ' f -said . . ' d l , " 

•ri'.f I r t a r t the • .-jtaal 

i r ; i i : i . . . ( -.. i i r ' : • ' ) f ••-

. i .C : . .:: u i r ' 1 ' ' -V t r . 

t. : : i 

.: i •"•net' 1 _> 

tt ;to- J oi 1 .-. err v. t-

a- . r >rj 

"..1 ?r: 

d^pt.i ..-J";-; ci<r nt t • t-- t th? 

- . . ^ 1 i ! K :->• '. ' r u t ' * o 

' j i f*. i c t 

t -.in :.") ' . ' a y j -;1 p; 

i ' c t v a l ir 

• L \ 11 an;, svCa #c l 

I ' ' ; I J . ) V n.>La. - 11 . : > - l u r o by 

and rr.ann-. r r^ ,. i ;; •:: ' d 

ILLEGIBLE 



1^ 

i 

•selected o i l agreaj.**" shall r< suit. in tn* cancel Vtticn of the "select*" o i l 

acr*ai,e* but such cancellation sr.all a i t eliminate the 'earned o i l acrea^-';' 

•round tn*. o i l well or veils waich xay ha.e bt-'n dril led. As to a l l subseq

uent ..ells drilled by L/.-.L.-'.. to completion as a commercial or^ucer of o i l tnte 

the tanks, wj thin the "selected o i l *crear«", ':FLKI shall select o"0 acre* in 

. reasorv bly compact form arounu such well at "earned o i l acreage" • The -wa-JJlp 

required to be drilled on the "selected o i l acreage* tfter th* f i r s t o i l *•! 

•hall be in ad ition to those required by th* tnird parcgranh..^ this 

1. In the event of the cancellation of the "selected o i l acreage* 

o i l well thereafter completed by DrLHT thereon tha 11 be subject to ^ s \ 

"V" 
conditions as i f DFLill completed an o i l w«rll -jpon acreage lyine o«1|«id» the, 

"Selected o i l acreage*, which conditipns ara set out in In* OWtt '* ' 

• jMhragraph hereof* v- '•' 

Should DELHI, after selectjV. t toe "selected o i l t&qtjpflq 

aa o i l well upon the acreage above described lying ovtside tim'm*W. 

acreage", tnen ATL^TIO shall have the option, for a p»rio^ of'sixty 

after said completion, of taking over said well , owning and 

for i t s sole and exclusive benefit upon reimbursing DELHI fcT. ttotsi 

of dri l l ing and completing said wellj nowf-ver, i f AT^AliriC 

take over ana operate aaid ^ U , thto e i ^ ^ <S3)^cra« i» 

form surrounding said wall shall ba added to the "warned o i l 

well shall'be operated by DELHI for the benefit of both DELHI aad 

as hereinafter outlined. *" 

-t is under, tood aha agreed that T.FUH i s required to 

one weil at a time pursuant to this contract,'with not .'aore than a 

day iat< rval betv.eon the cosr letion of one v«Ll and the Sjt&rilRg efj | 

d r i l l : n t (&puddinfc in) of t4,c next, unless o i l i s discowsre^ wf^-ej 

•Vv 

TOP 

.Wide r the terns iier*of ni^ht be :!rf l l in r - two wells at- a, 

4 
and ai«- ij.ion "scltctcd oil acr»a,e", , \ 

otwith tandir. any ' ther provision of this contract-

const-rite : to the cc-ntrary, i t xc exptf ssly -Understood that Sti£B2 

in only tr.t --as ro u:-t a fro.n Lii: w-llr operated ty and in n 

pre-need fror. o i l ?el ls op'.-r-ted by ST'IM. , \ 

T - '',' 

ILLEGIBLE! 
-: -. ps 





to cear,e f i r i l l t n - f u r t h e r or a d d i t i o n a l w e l l f i s expressly conditioned taa t 

i t w i l l eo.tr.ence the ac tua l d r i l l i n g (spuddin f c; i n ) of the "Deep Wel l" w i t h i n 

s i x t y (60) days a f t e r the completion, e i ther as a commercial producer of o i l 

( i n t o th*-; tanks) or of as 01 as a dr} ho le , of the orrceding w e l l d r i l l e d by 

DELHI hereunder and s h a l l continue t o - r i l l the "Deep «'ell" t o complet ion, 

e i t he r a- a commercial oro.iuoer of o i l ( i n t o tru tanks) or of gas or a:, a 

dry ho le , t o the ~e:>th Hereinabove set f o r t h an-* i n the manner he re ina f t e r 

set f o r t h . 

(3) At anyti."-' a f t e r the exp i r a t i on of one (1) year frorr the 

e f f e c t i v e r a t 1 of tn.! F con t rac t , t ha t i s to say, one (1) year a f t e r the 

approval of t n i t contrac t by the Secretary, and p r i o r tc three (3) years 

f ror . such dato , ana i f DELHI s h a l l have not there tofore coraienced the - r i l l i n ^ 

of the "Deep V / e l l " , ATI-OTIC s h a l l have trie r i g h t to oemend tna t the next 

w e l l d r i l l e d oy J E L H I hereunder be the Tteep A ' e l l " , a rov i - ed , however, such 

demand must be mado by A T I ^ A H C a t l eas t f o r t y - f i v e (uS) days p r i o r to the 

date upon which the next succeeding w e l l hereunder i s to be co.nmenced. 

(Ii) Aft«i- coranencin^- tne "Teen W e l l " , DFLHI s h a l l t h e r e a f t e r 

prosecute the d r i l l i n g taereof .-.ith reason = &la d i l igence to the depth he re in 

above orov i oe i . 

(5) The "Deep Wel l" s h a l l cons t i t u t e an "author ized w e l l " f o r a l l 

purposes of t n i s contract and s h a l l e n t i t l e DELHI t o "earned as acreage"; 
« 

in tne event such well is comalrted ao a ,as well and to "earned o i l acreage" 

in tne event auch well i s completed as an o i l w e l l ; the option of ATLANTIC to 

take over and acquire o i l wells a r i l led tr DI'L'il outride the "selected o i l 
acrea.e* 

"De. .Veil" . 

h r - rn ina f t - r i . rovi i . ;J , sna : 1 i n no event be ap„-li able to the 

j . . 

COST VJELLS, O.iI.'ltS"'IF OF LLss 2^ 0 Tcrs 

DELrll ayree& to d r i l l a l l of the wells to be ' r i l l o d by i t here

under " t i t s own e;:oenf;e and f r e e of cost t o ATL . TIC; however, i n t ie i n s t a n 

ces he re inaf te r set out DF.Lrl s h a l l receive reimbursement the re fo r i n the 

r.anner he re inaf te r aet out : 

ILLEGIBLE 
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A. " / i t h r«.soect to "sat! riz*' :- nt : Is* i r l i l e - : by 'MM aereuncer, 

"JSL-iJ s . a l l be r t ' -.bursed out of .ro v : t i '. ''or v • . ' o l l o v ; ' o £ t In con

nect ' n v.i „n sar:«- *.n the f a l l o w : r.-ir.-y", ,o- i t : 

f l ) f v oost oa-: .>•:: *. " ar ' M aL , ' lu t.._ ' r. j a.-.- • aador-

ir.._ f fill "autr. r izea w " s" r ' ; . 1 ' a 'a ra .- c l * % a-.a a ; to .* ;.r.. 

f xp'-ntc cf d r i i l i ^ a t ; , c t . ' M t t i : 4 aad • i r . ; a l l a we 1 ' s d r i l l e d .'cy 

Dh'Lhl upon the -cave d e i a r i h ' d lanes a. : M re _raia r.y Iir.L,aI, .aowever, 

i t shaM "h : r^e a l l sc.- -oat snc e>--ar- to an -"ceo- at a* re l aef te r 

oe Med t..e "de/elopaeat. < oc^u-at" . 

(2) Tae f i r at tv.o o i l v.f 11:. r r i lie-a- .por th : "select** M l 

:ere a e* that i s to sa; , the c i l w e l l creatir., tr.e " se lec t ' d M l acre-

are" an- tr.e aeat succ-<dii. L ,>il ».<M1 ar i 11* • a, on the "-elected o i l 

acrea, r-% M a l l ie u r M l e d arr. : - . M . ..<--- *-t T.< i c l e oo'.t end e: ense 

M J-L- ^ . - i t h at la buret re., t tc : t at f oroour t i c n t r otherwise 

aau a ; . a r t of said cost an • y-.-» r.sc sha! 1 . chwrec to the "aevelo:.— 

:eat acccurt" • i f the sec aaa . ' M i a ' i l i ea f o r c i l uoon the "selected 
i 

M l ac.-'a. should be a vr;- aal=.,' i t .-naM nov-r t re less be counted as 

o i l v .e l l i n iischerginr. aV-MM »S d r l l l i r : t o b l i g a t i o n , snd a l l oo&t 

.ad 6/. .t-nae i n connection v.i th the a r M l i n c , _lu{ ing and aoandcfilA^. 

a' said * t l l s n a i l at corn* ay L~LM without r f i&bu,-secant of any 

riina end ao oart of . a id cost and expense s h a l l te charged to tbe 

•devM^.j.r.ent account"; r owever, i f : a id se-ccac w e l l cr any suc

ceed ir._; e l l r ' H M uj -on the "selected o i l acreage" be a ~*>s w e l l , 

^ "Ml .1 r h a l l char re : t r r r M M n ^ and -. aa- a.Mr.r costs in corrat-ctian 

a . r« • i t h to th-_ "devf l - . t - i f at - ccount* , cut ar.j auch ; as wel ls s h a l l 

a -nt-, i a.; ~>. d l e l l h . t M l aia^h'-rt*- MLr ' I 'S d r i l l i n g 

l i at.', a. M - c-r.t an'' 'a-ens* of d r i l l i n g , snd --qui; ping the t h i r d 

a.i : M : suts' qucnt <M1 s e l l s a r i 11* a ay .ELKJ upon the "selected c i $ 

:-crf are" s h a l l he borne by M-LPI, however, i t s h a l l charge saa* <§B> tft*}v 

"de\> lopn e-nt recount". For a l l puroose of t h i s parayr?.ph the tersi 

f i r s t two o i l wel ls " i s hereby defined t o mean the f i r s t t*o • ^ l A j a C f f i l d 

ale ted uro.a the "selected o i l acreage" as a commercial producer #12r j f 

and/or as a dry hole* •. • • ' 

(3) U n t i l such t ine as the "developnant £cc<nittt* ha* 

ILLEGIBLE 
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ILLEGIBLE 
liquidated and paid in the manner hereinafter set out, ATLA:!TIC shall 

receive oneWourth of all production from al l "authorized wells" drilled| 

hereunder, free of all development ana operating costs and expenses but 

subject to l/U of al l outstanding royalties and overriding royalties; ar 

DELHI shall receive 3A ° f s u ch production, out of which i t shall pay 

and discharge all current operating costs and 3A of «H outstanding 

royalties and overriding royalties, and apply the remainder thereof as aj 

credit to the development account", when, as and if the credits so 

applied become equal to and liquidate said •development account", all 

of the wells and the equipment used in connection therewith and the 

production therefrom shall be thereafter owned equally by ATLANTIC and 

DELHI, each bein#-«1ftitled to receive 1/2 of said production, subject 

to 1/2 of outstanding royalties an: overriding royalties and subject 

also to l/2 of current operating costs. Ho interest shall ever be 

charged to the "development account." 

B. With resgaoa to "unauthorized wells" drilled by DELHI hereunder! 

the costs and expense of DSLHI in connection therewith shall be borne as 

followst 

(1) As to "unauthorized wells" resulting in dry holes, all 

costs and expenaas in connection with the drilling, plugging and aban

doning of same shall be borne wholly by DELHI without reimbursement out 

of* production or otherwise and no part of s-id costs or expenses shall 

be charged to the "development account". 

(2) As to any "unauthorized well" which produces oil or gas, 

DELHI shall bear all costs and expenses in connection with the drilling, 

completion and equipping of same; however, it shall receive a l l of the 

production froa said wall, subject to the payment by DELHI of all out

standing royalties and overriding royalties and of a l l operating costs, 

until it shall ha\e realized out of said production 200 per cent of its 

said costs and experu.es, after which said *eil and the equipment used 

in connection therewith and the production therefrom sh«tH be owned 

equally by ATLANTIC and DSLHI, each bein^ entitled to receive l/2 of 

said production, subject to 1/2 of outstanding rev-lties and overriding 

royalties and subject also to l/2 of current oper-'t'nr costs. 



ror the purpose of this agreement, i t is agreed thatt 

(a) Oas is defined as (including, but not by way of limitation, 

condensate) a l l of the oroJucts produced which, immediately preceding the 

f i r s t withdrawal of any product from the reservoir, were in the form of gas 

in such reservoir. 

(b) Oil is defined as bsing any combination of liquid hydrocarbons 

regardless of gravity, which, immediately preceding the f i r s t withdrawal of 

any product from the rservoir, was in the form of liquid in such reservoir, 

(o) An oil well is any well which produces one barrel or more of 

o i l , as hereinabove defined, to each 30,000 cubic feet of gas, as. hereinaoove 

defined. / 

' (d) A gas well is a well producing gas, as hereinabove defined, 

and which produces no o i l , as hereinabove defined, or less than one barrel of 

oil to each 30,000 cubic feet of gas. 

(e). Regardless of the above definitions of oil and gas, the entire 

production, liquid as well as gaseous, from a l l gas wells, as hereinabove 

defined, shall be considered as ^as production and the entire production, 

liquid as well as gaseous, from a l l o i l wells, as hereinabove defined, shall 

be considered as oil production. 

V. 

WELL COTOS AND ACCESS TC nELLS 

DELHI agrees to keep a true and accurate loc of a l l wells that may 

be arilled by i t on the above cescribed lands, and a correct tally of the 

various sizes and len£d:hs of casing that may be set therein, and upon the 

completion of any such well shall either deliver to 'ATLANTIC at its office in 

the Magnolia 3uilding, Dallas, Texas, or deposit in the United States mail, 

addressed to ATLANTIC at P. C. Box 371, IdcClintic Building, Midland, Texas, 

a true and complete loc of such well, together with a true and accurate 

record of a l l casing set tnerein, ahowinj the make, size, weight, thread and 

lengths thereof and points at which such casing shall have been set. DELHI 
0 

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

J -10-



progress of each e l l drilled by l t upon said lends, such report to be either 

•ailed or delivered daily during the drilling of ̂ -uch well. 

ATLANTIC, through its duly euthorized agents and representatives, 

shall have access to the above described lands and any well or wells that 

may be drilled thereon by DELHI, at any and a l l times during the drilling 

thereof, and any and a l l information available, as secured, pertaining to the 

samples of a l l cuttings which may be encountered in the drilling thereof. 

DELHI shall not d r i l l into any known producing horizon without .-Irving to 

ATLANTIC sufficient notice to enable i t to have a representative on the ' 

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

VT. 

RENTALS A!T> CCliral.'SATCRY ROYALTIES 

ILLEGIBLE 

DELHI shall reimburse ATLANTIC for all sums paid by ATLA:.TIC to the 

United States of America or the State of New Mexico, or paid by ATLANTIC upon 

demands of The United States of America or the State of l;ew Mexico, after the 

effective date of this contract and while tnis contract remains in effect, on 

account of the followingt 

(1) As o i l anc ̂ as lease rentals attributable to the land 

covered hereby except any such rentals as may oe attributable 

to any of the abovedescribed leases upon which ATLAITIC aay 

have drilled any well, prcvi ed, however, i f DELEI shall 

elect to discontinue the drilling of acditional wells here

under and thereby forfeit i t s rights under this contract 

as to a l l of the abovedescribed lands except as to 

"earned oil acreage" and "earned gas acreage", as herein

above pr vided for, DELHI'S lia b i l i t y for any such oil 

and tas lease rentals snail be limited to such rentals „ 

as are attributable to "earned oil acreage", "earned 

gas acreage* and selected oil acree-ge". 

(2) As royalties on oil or gas produced from a l l 7»eils 

op' rated by DELHI pursiiant to this contract; 

(3) As costs of ylugging, er for daxages for failure to plug, 

any v.ell or wells which DELHI is required to plug under 

A 
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the nrovisions of Paragraph I I I above; 

(U) Cn account of any liability of DELHI, whether or not herein 

mentioned or described, arising out of operations on said land; 

DELHI shall also reimburse ATLANTIC for all sums paid by ATLANTIC 

to The United States of America, as compensatory royalties on account of the 

absence of ops rations for oil or gas after sixty days subsequent to the 

effective date of this contract, on all of the land above described as to 

which this contract is in force and effect for the period or periods for 

which said demands are made except comoensatory royalties demanded or re

quired by virtue of, with respect to or in anywise in connection with any 

oil well drilled or operated by ATLANTIC upon the abovedescribed land, pre-
* 

vided, however, DELHI shall reimburse ATLANTIC for all such compensatory 

royalties on account of the absence of operations for oil upon the 

•selected oil acreage". 

All sums paid by DSLHI as compensatory royalties and all sums 

paid by DELHI as delay rentals under this Paragraph V, whether such pay

ments are made direct or JJmHJugh reimbursement to ATLANTIC, shall be 

charged to the "development account", except compensatory royalties on 

account of tne absence of operations for oil upon the "selected oil acreage". 

If DELHI shall fail or refuse to reimburse ATLANTIC for any such 

payment made by it within thirty days after demand for reimbursement made 

upon DELHI, in writing, by ATLANTIC, then and in such event DELHI shall, 

at the option of ATLANTIC, and upon written notice from i t , forfeit a l l rights 

hereunder, and shall, by an appropriate written instrument, surrender, quit

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

ILLEGIBLE 
VII. 

COSTS OF OPERATION 

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

drilling and equipment costs in the instances and manner as set out above, 

and subject to the payment of a l l outstanding royalties and overriding 

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

*• -12-



th*r*froa (except aay oil well drilled by DELHI on acreage outside of th* 

"selected oil acreage" which aay have been taken over by ATLANTIC under the 

terms of this contract) pursuant to this agreeaent shall be owned in tha 

following proportions: ATLANTIC one-half (1/2), DELHI one-half (1/2)} and 

each party shall own and have the right to receive its share of the production 

in kind| provided, however, that ATLANTIC shall have the continuing option to 

purchase at the walls, at the prevailing market price for oil of like kind and 

gravity on the day produced, DELHI'S share of a l l oil produced and saved froa 

said premises. 

DELHI shall operate a l l of the wells d r i l l s ^ bjr_i£ hereunder (except 

any oil well drilled by DELHI on acreage outside of the "selected oil. acreage* 

which aay have been taken over by ATLANTIC under th* terms of this contract) 

for the joint benefit of the parties hereto, and the costs and expenses in 

connection with such operation shall be borne as follows* 

(a) As to the producing wells drilled and equipped by DELHI here

under at its sole expense without being reimbursed for such drilling and 

equipment expense out of production, a l l cost and expense in connection with 

the operation of said wells thereafter shall be borne equally by the parties 

bar*to, proper charges and credits to be made in accordance with the Accounting 

Procedure attached hereto and marked Exhibit "A". 

(b) As to each of the remaining producing wells drilled and operal 

by DELHI hereunder, DELHI shall pay a l l cost of operation in connection there

with during such time as i t is receiving reimbursement out of production for 

drilling, equipping and current operating costs; however, i f , as and when 

DELHI has received reimbursement for such d r i l l s * , equipping and current 

operating costs in connection with each such well, the cost and expense of 

operating each such well thereafter shall be borne equally by the parties 

hereto, proper charges and credits to be made in accordance with the Accounting! 

Procedure attached hereto and marked Exhibit "A". 

VIII. 

WELLS DRILLED BY ATLANTIC 

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

-13-
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have the right to dr i l l oil wells upon a l l of the above described acreage 

outside of said "selected oil acreage" and outside "earned gas acreage" and 

"earned oil acreage* at its sole cost and expense and ATLANTIC shall be tha 

sole owner of any such wells and the production trerefrca. Should ATLANTIC 

while drilling for oil complete a gas well as a producer, ATLANTIC shall notif; 

DELHI and DELHI shall have the option for a period of sixty days after receipt 

of said notice of taking over said well and operating the same under this 

agreeaent upon reimbursing ATLANTIC for the actual cost of drilling and 

completing said well, DELHI to receive a l l production froa such well until i t 

has been reimbursed out of production for drilling, equipment and current 

operating costs, and thereafter such well and the production therefroa shall 

be owned by ATLANTIC in the proportion of one-half (1/2) and DELHI in the 

proportion of one-half (1/2) and such well thereafter shall be operated and . 

ahall be treated as though same had been drilled and completed as an *eutaor*» 

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

IX. 

INDEMNITY TO ATLANTIC 

DELHI hereby binds itself to save and hold harmless ATLANTIC 

a l l suits, claims, liabilities, damages and losses of whatsoever character 

resulting froa the failure of DELHI, in any particular, to perform the obliga

tions incumbent upon i t in this contract with respect to the exploration for, 

and production of, oil and gas under this contract from the lands above 

described, and also against a l l liabilities to third persons for loss or 

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

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

I hereof, DELHI shall make and furnish to ATLANTIC a performance bond, with 

a corporate surety acceptable to ATLANTIC, in the penal sum of $50,000.0©, 

conditioned upon the faithful performance of a l l the provisions of this con

tract and the payment of a l l liabilities to ATLANTIC arising hereunder. But 

it is expressly understood and agreed that neither this provision for the 

making and furnishing of said bond nor the acceptance by ATLAKTIC of any bond 

tendered pursuant hereto shall be construed as lessening or in anywise 



rm 

limiting the amount of any single liability, or the total amount of all the 

liabilities imposed upon DELHI under the terms of this contract, and the 

prosecution of any claim, demand or suit upon said bond ahall not preclude, 

but shall be in addition to, any other remedy or remedies available to 

ATLANTIC for breath of this contract by DELHI. 

X. 

. DEHIPS .BY THE DEPARTMENT Cf THE INTERIOR 

If, during the term of this contract, demand is made upon ATLANTIC 

as lessee under any of the leases affected hereby by any duly authorized 

representative of the Department of the Interior to drill any well or wells 

or perform any other act or acts with respect to the lands covered hereby, 

ATLANTIC shall immediately communicate notice of such demand to DELHI and 

DELHI shall have ten days after receipt of said notice within which to assume 

the obligation tojmHll such well or wells or perform such act or acts at its 

expense (with the right to receive reimbursement for the cost of drilling and 

equipping any such required wells out of production in the same manner out

lined in Paragraph III hereof for an "authorised well"), and if it does not 

assume such obligation within such time then DELHI'S rights under this con

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

XI. 

INSURANCE 

While and so long as it is engaged in operations under this con

tract, DELHI shall carry and pay for insurance as follows: 

(1) Workmen's compensation insurance in compliance with the laws 

of the Stat* of New Mexico. 

(2) Employers' liability insurance providing for a death limit of 

not less than $25,000.00 per employee. 

(3) Public Liability insurance covering al l work carried on pur

suant to this contract, with limits of not less than $25,000.00 as to any 

person, and $50,000.00 as to any one accident. 

•/-



(U) Insurance against property damage arising out of a l l work 

carried on pursuant to this contract, with a limit of not less than $10,000.00 

for each accident, and not less than $50,000.00 for any number of accidents. 

(5) Automobile or teams public l iab i l i ty insurance with a limit 

of not lass than $25,000.00 as to any one person, and $50,000.00 as to any one 

accident, and automobile or teams property damage insurance with a limit of 

not less than $5,000.00 covering a l l automotive equipment or teams used in 

operations carried on pursuant to this contract. 

Al l of the insurance coverage herein provided for shall be written 

oh policy forms and by insurance companies approved by ATLANTIC. DELHI shall 

furnish to ATLANTIC originals or duplicates of a l l insurance policies for 

approval prior to commencing any operations hereunder. Such policies shall 

be attested by authorised representatives of the insurance companies issuing 

them, and shall not be subject to alteration or cancellation without at least 

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

X I I . 

NON-DISCRIMINATION 

DELHI expressly agrees that in any and a l l operations conducted 

hereunder he shall not discriminate against any employee or applicant for 

employment because of race, creed, color, or national origin, and shall require 
« 

an identical provision to be included in a l l subscontracts. 

X I I I . 

FORFEITURE FOR NON-COMPLIANCE 

If DELHI shall f a i l to comply with any of the provisions of this 

contract with respect to commencing or completing any one of the test wells 

required to be drilled by i t within the time and manner herein provided, 

ATLANTIC, at its option, may terminate this contract as to a l l of the land 

covered thereby which i s not then classified as "earned gas acreage" or 

•earned o i l acreage" as those terms are hereinabove defined by written notice 

by registered mail to DELHI, the notice of termination to become effective 

thirty (30) days after date of receipt of said notice i f DELHI has not by that 
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t i t e corrected the d e f a u l t - set f o r t e i n the said o t i r e ; nrcviaed however" 

tn;. t tae : , r ,viai~ns of t .ni ' -« r gre-pr. chf . l l nev-r ctnatr-ied to preclude 

<• i t ' i e r party from r r s o r t i r . ; to any l ega l or equitable, remedy which i t might 

otherwise have f o r breach of t n i s contract by the.-other. 

XIV. 

In the e v n t DELHI s n a i l , d i r e c t l y or i n d i r e c t l y , while t h i s agree

ment i s in e f f e c t , acquire or become e n t i t l e d tc acouir*, through option or 

other agreement, any i n t e r e s t i n arv pf.o-j) - tde- f o r tne i n j e c t i o n of gas or 

pressure maintenance of the f i e l d from which gas i s r e i n t produced from the 

lf.nds n reinabove described, or f o r the recovery from such gas of gasoline, 

butane, propane or other l i g h t e r hydrocarbons, DELFT s h a l l n o t i f y AlLn'.'.IC 

immediately of sucn f a c t an: s h e l l fu rn i sn to ATLAl.TIC together wi th such 

not ice a l l a v a i l ble data and informat ion C'nc?rnin c. ZMCI f a c i l i t i e s en" tae 

i n t e r e s t acquired or to ce acquired. AT'^.M"IC s h a l l have an oation to be ex

ercised . \ i t h i n ninety (>0) days fr-.-r the rece ip t of . icr. no t i ce , data and i n 

format ion ' i n waicn ta e l ec t v/atthcr or aat I t w i l l j o i n JELKI *nd acquire one-

ha l f of DELHI'S i n t e r e s t or r i gh t s i n such f a c i l i t i e s . I f ATLANTIC elects to 

p a r t i c i p a t e i n such f a c i l i t i e s tr.en LELrl sha l l caarge to the j o i n t account i t 

a c q u i s i t i o n cost (purchase p r i c e , construct ion cost or otherwise, as the case 

may be) i f the in t e re s t r.as already been ac a i r e d , <-r sha l l advance f c r the 

j o i n t account, a t tae camt s a? i l becor.e due, a l l mcnies f o r which 1ELHI s h a l l 

be obligated f o r une a c q u i s i t i o n cf an i n t e r e s t i n such f a c i l i t i e s (purchase 

o r i c t , construct ion cost or otherwise, es tae case -aay ve) i f DELHI has net 

t a rn a c t u a l l y ac aired any in t e re s t in such f a c i l i t i e s but i s tr.en merely en

t i t l e d to acquire an inter* at t h e r e i n . Dl'Ir.I sha l l receive a l l f "he a r o f i t s 

a c c r a i a f r >rr such f a c i l i t i e s u n t i l i t ."hall re re ir. curs*, d f c r a l l sums chargei 

to tr.e j c i n t account, rfail^- DELHI i s c * •! ng rf-i.-.fcurs*-d aat af - . r r f i t s *S afore* 

sai - i , i t s h a l l pay a l l - operating and teinte.aancc cc t t s c --r, eafcie tc the in ter 

• st . >.' a?L.'ia and H1'L--I'..I C sa jueh cr- r*-tir.._ ' . u taintena.ace f sts saal 1 te 

add eh t r tae suras Ahich uT LHI s t a l l r< ceive ru t ; f a .e r r f i t s as ? f c r * s a i d « 

a >t,u:i oas been rel.,;bur.aed , - r ch art;, n- r» to. s h a l l te tne owa-rs equal ly 

of tae j.r,t«. r- t i n such f a c i l i t i e s ana rna 11 i e eq . a l l y r e s c r . s i t l e f c r a l l 

ope r a t i n - and raintenance costs that ray ot char rear le t - t h e i r respective • 

i n t ' . - ats i n &uch f a c i l i t i e s . 

ILLEGIBLE 
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IT. 

TAXES 

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

of whatsoever kind or nature chargeable against tha properties covered haraby 

and tha production therefrom becoming payable after the effective date of this 

contract, except ad valorem or other taxes for any year prior to the year 19$C, 

ahall be considered as an operating expense and shall be paid by DELHI as 

operator. In tha event ATLANTIC should happen to pay any such taxes, it shall 

ba reimbursed therefor by DELHI. The taxes paid by DELHI, either directly or 

by way of reimbursement to ATLANTIC, shall be charged to the joint operating 

account. 

Anything in the preceding paragraph or elsewhere in this contract 

to the contrary notwithstanding, it is hereby expressly provided that DELHI 

shall never ba liable or obligated for any ad valorem or other taxes against 

any of tha above described lands attributable to wells drilled or operated 

by Atlantic, except gas wells completed by ATLANTIC and taken over by DELHI 

as elsewhere herein provided for, and for this purpose it is provided that 

320 acres around the well are attributable to a gas well or dry hole and 80 

acres around the well are attributable to oil wells; nor shall DELHI be liable 

or obligated for any tax on production from any well upon the above described 

land operated by ATLANTIC, nor shall DELHI be liable or obligated for any ad 

valorem or other taxes upon any of the above described land upon DELHI elect

ing to discontinue further drilling of wells hereunder, as herein above pro

vided for, except as may be attributable to "earned gas acreage" and "earned 

oil acreage". 

XVI. 

FORCE MAJEURE 

In the event either party hereto is rendered unable wholly or in 

part to perform hereunder by force majeure, i t is agreed that on such party's 

giving notice and reasonably full particulars of such force majeure in 

writing or by telegraph to th* other party within a reasonable time after the 

occurrence of the cause relied on, then the performance by the party giving 
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such notice, so far as they are affected by such force majeure, shall be 

suspended (without the lose of any- rights hereunder) during the continuance 

of any inability so caused, but for no longer period, and such cause shall, 

so far as possible, be remedied with a l l reasonable dispatch. 

The term "force majeure" as employed herein shall mean acts of 

Gods, strikes, lockoutb or other industrial disturbances, acts of the public 

enemy, wars, blockades, insurrections, riots, epidemics, lightning, earth

quakes, fires, storms, floods, washouts, arrests and restraints of the 

Government, either federal or state, c i v i l or military, c i v i l disturbances, 

explosions, inability to obtain necessary materials, supplies or permits due 

to existing or future rules, regulations, orders, laws or proclamations of 

Governmental authorities, both federal and state, including both c i v i l and 

military, and any other causes whether of the kind herein enumerated or 

otherwise not reasonably within the control of the parties claiming suspension 

XVII. 

REPRESENTATICNS OA WARRANTIES 

ATLANTIC makes no representations or warranty of any kind concerning 

it s t i t l e to the lands or leasehold estates covered hereby except that i t has 

not heretofore conveyer the same and that, subject to the approval of the 

Secretary, i t has the authority to make, enter into and carry out this contrac 

and ATLANTIC shall never be liable to DELHI hereunder for any loss of t i t l e 

in whole or in part as to said lands or the leasehold estat.es covered hereby. 

XV12I. 

SUCCESSION OF INTERESTS 

This agreement snail be binding upon the heirs, successors and 

assigns of the parties hereto. 

XIX. 

TER ' AND ASSIGNMENT 

Unless sooner terminated as herein provided, this contract shall 

remain in force and effect for the f u l l term of the leases covered hereby, or 

any of them. 



DELHI shall have the right and privilege to s e l l , assign, transfer, 

mortgage and otherwise dispose: ' f and/or encumber its rights, titles and 

interests in and to "earned oil acreage" and "earned gas acreage" and the pro

duction from wells located thereon after same have come into existence as ln 

this contract rovided without the consent of ATLANTIC, but DFLHI shall not 

have the right or privilege to s e l l , assign, transfer, mortgage or otherwise 

dispose of and/or encumber any other of its other rights or interests here

under, except to a subsidiary of DELHI, without the nrior consent in writing 

of ATLANTIC. For the purposes of this paragraph a subsidiary of DELHI i s 

defined to be any corporation of which DELI'I shall own more than fifty per 

cent. (5058) of the capital stock entitled to normal voting privileges. 

XX. 

WHEN CONTRACT EFFECTIVE 

This contract shall not become effective until DELHI shall have 

submitted the same to the Department of the Interior and snail have secured 

the approval of that department, i f such approval is requisite under applic

able regulations to i ts recognition hereof. 

XXI. 

NOTICES AND DEMANDS 

Unless another or different method i s prescribed in thie contract 

in specific instances, i t is nereby expressly provider that a l l notices and 

demands reouired or permitted by the terms of this contract to te given to or 

made upon either party nereto by the other party, in order tc oe effective 

and binding, shall be recuced to writing and mailed tc the other party by 

United States - l a i l , postage prepaid, addressed - - -

Atlantic Refining Company 
.vlagnolia Building 
Dallas 1, Texas , 

Delhi Oil Corporation 
1315 Pacific Avenue 
Dallas, Texas 

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

the other of it s new address, otherwise these addresses shall remain for the 

duration of this contract. 
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WITNESS THE EXECUTION HEHKC? in quadruplicate originals as of the 

date f irs t above set out. 

ATTEST: 

/ - Secretary^ 

TKS ATLANTIC REFINING COMPANY 

By 
ice P^resfasn^ 

DELHI OIL CORPORATION 

President 

THE STATE OF TEXAS | 

I 
COUNTY OF DALLAS j 

On this ? ^day of M i J l t i j 
onally known, who being by ne 

, 1950, before ae appeared E . H. BLUM, 
to ae personally known, who being by me'duly sworn did say: that he is the 
Vice President of THE JitaHTIC REFINING COMPANY, a Pennsylvania corporation, 
and that the seal affixed to the foregoing instrument is the corporate seal of| 
said corporation and that said instrument was signed and sealed in behalf of 
said corporation by authority of its board of directors and said E . H. BLUM di<j 
acknowledge said instrument to be the free act and deed of said corporation. 

Given under my hand and official seal this J day of flfdSlcSf 1950 

My Commission Expires 
June 1, 1951 

Notary^Publlc in an? for 
Dallaf County, Texa's' 

THE STATE OF TEXAS \ 

I 
COUNTY OF DALLAS | 

On this 
to me personally kh 

°*y o f y-^y^- » 1950, before me appearedfiJf. \ 
, who being by me duly sworn did sayi that he is the 

President of DELHI OIL CORPORATION, a Delaware corporation, and that the seal 
affixed to the foregoing instrument is the corporate seal of said corporation 
and that said instrument was signed and sealed in behalf of said corporation 
by authority of its board of directors and said (PJ/./flu+cAi**~J did acknow
ledged said instrument to be the free act and deed of said corpor tion. 

Given under my hand and official seal this day lo5o. 

My Commission Expires 
June 1, 1951 

iry public 
Dallas County, Texas 

KATHEKINr VAl'ChN 

sci*~*<<i JJ'.- * fc 
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ILLEGIBLE 
MU-Ca 

TW ̂
ST-^" "EXHIBIT W u ^ l ^ W ^ 

lat*r*«t, « AILJBXC fIJIMTJO OttgAWI Aad O t t l OIL 
wgtrJttiJioa, Cavrlag Laade ia Baa Jaaa Ccmrty, lav awxxao. 

ACCOUNTING PROCEDURR 
(UNIT AND JOINT LEASE SCHEDULE) 

The term "joint property" tt herein u«ed shall be ooiMtrued to mean the subject area covered by the agreement te which thai "As* 
counting Procedure" i* attached. 

The term "Operator** u herein used shall he construed to mean the party designated to conduct the develops*eat aad oaaravaa af 
the leaied premises for the joint account. 

The term "Non-operator" at herein used shall be construed to mean any one or more of the non-opeiatJag partaaa. 
Operator thai! bill Non-operator on or before the last day of aaeh month for it* proportionate share of com aad eaasadfcmjai Aaitot 

the preceding calendar month. Itemised statements shall accompany auch bills. Each natty shall par its proportion of af audi has wCMe 
fifteen ( I f ) days after the receipt thereof. If payment is not made within such time, the unpaid balance ahal bear iaaaraat at the 
•is per cent (6%) per annum until paid. Payment of any such bill shall not prejudice the right ol aay party le precast ar 
correctness thereof; provided that Operator shall not be required to adjust any kern notes* a daim therefor has beta preaeatsd attain. • 
period of two (2) years from the date of the rendition of any itemized statement. 

L DEVELOrUBNT AND OPERATING CHAKGES 
Subject to limitations herrinafter prescribed. Operator shall charge the joint account with the following kerns: 

(1) Delay or other rentals, when such rentals are paid by Operator for the joint account: royalties, when not mnd direct te royalty aaairs 
by the purchaser of the oil. gas, casinghead gas or other products. 

(2) Labor, teaming and other services necessary for the development, maintenance and operation of the joint property. 
(3) Materials, equipment and supplies purchased and/or furnished by Operator from it* warthomt stocks or from its other Ismm* far ese 

on the Joint property. In «o far as is practical and co newts nt with efficient and economical operation, oaly aaeh _ maUrmt stasis! at 
purchased for or transferred to the joint property as are required for immediate use. and the accumulation of •a/ehoase aeaVor MM 
stock on the joint property shall he avoided. 

(4) Moving materials to the joint property from vendor's or from Operator's warehouse in the district or from other piupirtJm «rfOaar-
ator, hut in either of the last events no charge shall be made to the joint account for a distance greater than the sfestaacc from gae 
nearest reliable supply store or railway rxsJiiag point. 

( ' ) Moving surplus materials from the joint property to outside vendees, if sold f-oJ>. destination, er minor retaras le Oawmaae's 
house or other storage point. No charge shall be made to the joint account for moving major surplus materials te Operators -
house or other storage point for s distance greater than the distance to the nearest reliable supply store or railway receiving I ^ 
except by special agreement with Non-operator; and no charge shall be made to the joint account for moving materials te atfcer 
properties belonging to Operator, except by special agreement with Non-operator. 

(6) Use of and service by Operator's exclusively owned equipment and utilities ss provided in Paragraph (6) of Section II: **aatj» af 
Charges to Joint Account.' 

(7) Damages or fosses incurred by fire, flood, storm or from any other cause not controllable by Operator through the escrcJsê of i 
able diligence. Operator shall furnish Non-operator written notice of damages or losses incurred by lire, storm, flood or i 
or accidental causes as soon as practicable after report of the same has been leceived by Operator. 

(8) Expenses of litigation, liens, judgments and liquidated claims involving tbe joint piupcity or incident to its development l 
Actual expenses incurred by Operator or Non-operator in securing evidence pertaining to the joint property shall he a 
against the joint account. 
(a) When any case, by prior agreement, is handled by Operators and/or Non-operator's legal staff, thereby cttsat 

of outside counsel, a charge commensurate with the cost of services rendered may be made to the joint accoomt. Charm* af I 
nature shall not be rendered until the respective legal departments have agreed upon the proper amount. 

(b) Pees and expenses of outside attorneys shall not be charged to the joint account except where the employment of sach 
attorneys is authorized by a vote of the majority interests. 

(9) All taxes paid for the benefit of the parties hereto including ad valorem, pmpeity, gross aeodacwoa, octaaatioa aad aay ether team 
assessed against the jointly-owned properties, die production therefrom or dse operations dtsraaa. 

, (10) Insurance: 
(a) Premiums paid for insurance carried for the benefit ef the joint account together with all expenditures incur red sad paid aa 

settlement of any and all losses, claims, damages, judgments and other expenses, s including legal services, not facovermf tram 
insurance carrier. 

(b) If no insurance is required to be carried, all actoal siptadituns incurred and paid by Operator ia seal*meet of amy t 
claims, damages, judgments and any other expenses, including legal services, shall be charged to the joint w 

(11) District and Camp Expense: 
(a) District Expense: A proportionate share of the salaries and expenses of Operator's district superintendent _ 

trict employes serving the joint property whose time is not allocated directly to the joint pioetity. aad a pinpraltVwats. attar* af 
the expense of maintaining and operating a district office in conducting the management of operations oa the joint | 
other properties in the same locality owned and operated by Operator, such charge* to be apportioned te i 

on the following basis: . . Q R . . . * . ^ 
(b) Camp Expense- The expense of providing and maintaining on or in the » kinky of the joint pi opens al 

facilities for employes and boarding employes, if necessary. When properties other than the joint psueeity are urvid thy 
-. facilities, then an equitable distribution of expense, including depreciation, or a fair monthly rental in Kcti of the 

maintenance and operating cost of bufldingt and other camp facilities, shall be prorated against all 

on the following basis: 
(12) Overhead charges, which (halt be in lieu of any charges for any part of the compensation or salaries paid tn saasmgiag officer* aadj 

'employes of Operator, including the division superintendent, the entire staff and expenses of the dreWon office located at 

_ .*. — , any portion of the office expense of the principal batiaeas office located 

at. ?*^?** . t . . . ?5 !?** , but not in lieu of field office expense* incurred in oaeswsag any such 
properties, and such overhead charges do not include any other expenses of Operator incurred in the development aad opt ration of 
**Jd properties, and Operator shall have the right to asseai against the joint ptupcuy covered hereby rhe foil lining ovirhaad charge*: 
(a) $. . .X30»00 per month for each drilling wed, beginning on the date the well i* spudded and terminating when it is on pro
duction or it plugged, as the case may be, except that no charge shall be made during suspension of drilling oswactosM far 
fifteen (IT) or more consecutive days. 

(b) S SfcsQP. .per well per month for the first five (5) producing wefts. 
(c) « 

per well per month for the second five ( ') producing wefls. 

(d) $ w.op 
...per well per month for all producing wella over ten (10). 

In connection with overhead charges, the status of wells shall be as follows: 
(1) In-put or key we lit shall be included in overhead schedule the same a* ptuduciag oi wel*. 
(2) Producing ga* well* thall be included in overhead schedule the same as producing oil wens. 
(} ) Well* permanently shut down but on which plugging opcrationa are deferred^ shall be dropped from overhead schedule at the 

time the shutdown is effected. When such well* are plugged, overhead shall be charged at the producinc wel rate thsnag 

the time required for the plugging operation. 
(4) Wella being plugged back or drilled deeper shall 
(*) Wells which are shut down temporarily and later 

be included ta ovirhead schedule the saaae as dnlltag wel*. 
are shut down temporarily and later replaced oa production. If aad when a well is'shut down (other 

proration) and not produced or worked upon for a period of a fufl calendar aaoath, it sha! not be included ea the 
schedule for such month. 

(6) Sak water disposal wella shall not be included in overhead schedule. 
The above specific overhead rates may be amended from time to time by agi eemesst between Operator aad Non-operator at, ia prac
tice, they are found to be insufficient or excessive 
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(13) Warehouse Handling Charges Jo**.. 

( M ) Any other expenditure incurred by Operator for the necessary and proper development, maintenance and operation of the joint prop
erty, except that Operator shall not charge the joint account with any expenditure or contribution made by Operator towards em
ployes' stock purchase plan, group life insurance, pension, retirement, or bonus, other than such expenditures or cootributatns 
imposed or assessed by governmental authority. 

I I . B A S I S O F C H A R G E S T O J O I N T A C C O U N T 

( 1 ) Outside Purchases: Al l materials and equipment purchased and all service procured from outside sources shaft be charged at their 
actual cost to Operator, after deducting any and all trade and/or cash discounts actually allowed off invokes, or received by Operator. 

( 2 ) New materials furnished by Operator (Condition " A " ) : 
New materials transferred to the joiat property from Operator's warehouse or other properties shall be priced f.o.b. the nearest 

supply store or railway receiving point at replacement cost of the nine kind of materials. Th is will include large equipment such as 
tanks, rigs. pump*, boiler* and engines. A l l tubular goods ( 2 " and over) shall be charged on the basis of mill shipment or carload 
price. Other materials, where the replacement cost cannot be readily ascertained, may, (or the purposes of consistency and con
venience, be charged on the basis of a reputable supply company's preferential list price f.o.b. nearest supply store or railway receiv
ing point to the joint property prevailing on the date of transfer of the materials to the joint property. 

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

( 3 ) Secondhand materials furnished by Operator (Conditions " B " and " C " ) : 
(a ) Tubular goods ( 2 " and over) , fittings, machinery and other equipment which is in sound and serviceable condition at date of 

transfer, will he classed as condition " B " and charged at 7 5 % of the price of new materials, in accordance with the provisions 
of Paragraph ( 2 ) above. 

( h ) Tanks, derricks, and buildings or other equipment involving erection costs shall be charged on a basis not to exceed *M% of 
knocked-aown new price for similar material* 

( c ) Other secondhand materials, such as units of machinery or other equipment that is serviceable, but substantasBy not good 
enough to be considered first-class secondhand material when transferred to the Joint property, shall be classed as coamWma 
" C " and charged at 50% of the new price. 

( d ) There may also be cases where some items of equipment, due to their unusual condition, should be fairly and equitably priced 
by Operator. 

( 4 ) Warranty of Materials Furnished by Operator: Operator docs not warrant the mate risk furnished from its v are house or other prop
erties beyond or back of the dealer's or manufacturer's guaranty, and in case of defective materials, credit shall not be pawed until 
adjustment has been received by Operator from the manufacturers or their agents. 

( 5 ) If materials required are not available in Operator's surplus stocks. Operator shall, whenever in its judgment it is practical to do so , 

f ive Non-operator opportunity of furnishing the materials required in proportion to his or its interest, provided that the same can be 
urnished at the time such materials are required, and further provided that any such materials so furnished shall be in C O M 

acceptable to Operator and shall be charged to the joint account on the same terms and conditions as are provided herein to 
the furnishing of materials by Operator. 

( 6 ) Operator's Exclusively-owned Facilities: T h e following rates shall apply to service rendered to the joint property by 
exclusively by Operator: 

(a ) Water service, gas. teaming, power, and compressor service: A l l at rates currently prevailing in the field where the joint prsm-
erty is located. 

(b) Automotive Equipment: Rates commensurate with cost of ownership and opcntkm^m±**Jim»*m+k*4La4^++L4mm+im9*»l±M 
. . . n . . i — . . . . . . T - A •:.< J . I -i j . .• .-. - • • - « , „ r t J - — T - i , , m m i M _ j^miamn 
tive charges will be based on use in actual service on or in connection with the joint ptopeity. T ruck , tractor aad psmsts, 
rates shall include wages and expenses of driver. 

( c ) A fair rate shall be charged for the use of drilling and cleaning-out tools and any other items of Operator's fully owned 
inery or equipment which shall be ample to cover maintenance, repairs, depreciation and the service furasthed the joint ajjj.a 
erty. Provided, however, that such charges shall not exceed those currently prevailing in the field where the joint l i iuuslU is 
located. . " 

( d ) Whenever requested. Operator shall inform Non-operator in advance of the rates it proposes to charge, 
( c ) Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient. 

I H . D I S P O S A L O F L E A S E B Q U I P M E N " r A N D M A T E R I A L S 

( 1 ) Materials purchased by Operator sh^ll be credited to the joint account and included in the monthly statement of operations for the 
month in which the materials are removed from the joint property. 

( 2 ) Materials purchased by Non-operator shall he invoiced by Operator and paid for by Non-operator to Operator immtiamtl i foOowiac 
receipt of invoice and delivery of materials. Operator shall thereupon immediately pass credit to the joint account aad rm-frrrt the 
same in the monthly statement of operations for the month in which the materials were paid for by Non-operator. 

( 3 ) Division of materials in kind, if made between Operator and Non-operator, shall be in proportion to their respective Httrtirts in the 
joint property. Each party will thereupon be charged individually with the value of the materials received or receivable aad corres
ponding credits will be made to the joint account by Operator, and both credits shall appear in the same monthly opcratsstg rrattmsal 

( 4 ) Sales to outsiders of major materials shall be made only with the consent of Non-operator as to both terms and price and where 
made the proceeds shall be credited by Operator to the joint account at the full amount collected from vendee A n y A i — bv vendee 
for defective materials or otherwise shall be charged back to the joint account, if and when paid by Operator. 

I V . B A S I S O F P R I C I N G M A T E R I A L S T R A N S F E R R E D F R O M J O I N T A C C O U N T 
Materials and equipment purchased by either Operator or Non-operator, or divided in kind between them, unless othirsi isi aerettd. 

shall be valued on the following basis of condition and price: (New price as used in the following paragraphs shall have the same - - - - ^ * 
and application as that used above in Section II: "Basis of Charges lo Joint Account.* ') • 

( 1 ) New Materials: (Condition " A " ) being new equipment or supplies purchased or procured for the joint property hut aw*** u—d 
thereon: at 100% of current new prices. s~ r ~ r -» 

( 2 ) Good Secondhand Materials: (Condition " B " ) being good serviceable materials which arc further usable without rermar at-
(a ) 7 5 % of current new prices, if materials were new when originally charged to the joint property. 
(b) 7 5 % of current new prices less depreciation consistent with their usage on and service to the joint peotrtrty if •atailatt v * m 

orginally charged to the joint property as secondhand at 7 5 % of new prices. " "*"•"* 

( 3 ) Other Used Materials: (Condition " C " ) being materials further usable for their original function only after reaair and 
ing; at 5 0 % of current new prices * ^ 

( 4 ) Bad Order Materials: (Condition " D " ) being materials not further usable for their original function but for 
• at 2 5 % of current new prices. w o n 

( 5 ) Junk: (Condition " E " ) being obsolete and untervicable materials; at prevailing junk prices in the district. Where rjrs*tir*hL> J *-
should be disposed of at the |oint property. piwstaoxe, iwaa 

( 6 ) Temporarily Used Materials: When the use of certain items of equipment on the joint property haa been only twmaorar* •**» 
time of actual use thereon does not justify the deduction of depreciation as listed in (a ) and ( h ) of Paragraph f l T h a r a n f « M ? L 
materials will be priced on a basis that will leave a net charge against the joint account consistent with the - - - - - -
adequate for the time the materials were in me isausjiau aaa 

V. INVENTORIES 
<1) Periodic inventories shall be taken by Operator of the materials and equipment on the joint property, which shall iaeJudn 

teriab and equipment at are ordinarily considered controllable by operators of oil and "row Ktwia anu ci(uipincii[ •» u i uruinauiy enntraerra comronaoir Dy operators ot oil and gaa properties 
( 1 ) Notice of intention to take inventory shall be given by Operator to Non-operator a week before any inventory ia to htmwa. an 

Non-operator may be represented when any inventory is being taken. —w—» 
( J ) Special inventories shall be taken whenever there it any sale or change of interest in the joint property, and it - L - " ha tk» • - «r 

selling to notify the other party as quickly as possible after the transfer of interest ukes place. I D c m s a a h t t X ^ C 
I the purchaser shall be represented and ahall be governed by the joint inventory. * ~ * " 

the party 
seller and 

in that event furnish Non-operator with a copy thereof. 
( 6 ) Reconciliation of inventory with charges to the joint account shall be made by each party at lati isss and a list of — -» 

•get ahall be jointly determined by Operator aad Ncw-opsjrasar. 
( 7 ) Inventory adjustments shad he made by Operator on the joint account for overages aad shortages, but Operator , • > , v . " 

accountable to Non operator (or shortages due to lack of reasonable diligence. diligence. 

r 



ATTEST: 

£s Secretary 

WITNESS THE EXECUTION HF?.KO? in quadruplicate originals as of the 

date first*above set out. 

TES ATLANTIC RZFINiNC COMPANY 

fice Presia^nt ^ / ^ 

DELHI OIL CORPOHOTION 

President 

THE STATE OF TEXAS | 
! 

couirri OF DALLAS \ 
On this ? ^ d a y of tyXryckj . 1°50, before me appeared E . K. BLUi.', 

to se personally known, who being by me duly saorn did say: that he is the 
Vice President of THE AfLANTIC REFIKINr COMPANY, a Pennsylvania corporation, 
and that the seal affixed to the foregoing instrument is the corporate seal of 
said corporation and that said instrument was signed and sealed in behalf of 
said corporation by authority of its board of directors and said £. H. BLUM die 
acknowledge said instrument to be the free act and deed of said corporation. 

Given under my hand and off icial seal this J7_fday 0 f /rfaAcfi, 1-5' 

My Commission Expires 
June 1, 1951 

Notar 
Dalla 

in ain/^ 
cunty, Texas 

ror 

THE STATE OF TEXAS 5 
I 

COUNTY OF DALLAS $ 

On this 2 7 day of J / J ^ . 1950, before me av p e a r e d / ^ ^ H * ^ " J 

to me personally known, who being by me duly sworn did pay: that he is the 
President of DELHI QIL CO-iPOr-ATION, a Delaware corporation, and that the 3 eal 
affixed to the foregoing instrument is the corporate seal of said corporation 
and that said instrument was signed and sealed in behalf of said corporaticn 
by authority of i t s board of directors and sain (PJf. /ThvtiJLi^^J did acknow
ledged said instrument to be the free act and deed of said core or- t i o n . 

* / 
Given under my tend ana official s <•_•.? 1 this da\ of J^^**^/ , l">5o 

,7 
sly Catmisaion Expires 

June 1, 1951 
:>lic in a .a r^r • Notiary" PUMYC" in a .a fjp 

Dallas County, Te:--*s ^ 

ILLEGIBLE 
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con t r ac t dated J u l y PA, 1950. '-.Vhenever El Paso h e r e a f t e r 

' s h a l l , be c.-if'. t i e d -to se lec t a aaaT-acre t r a c t as 'earned gas 

acreare" . : - ; i Paso nay prep: re 'a v;r: iter- recordable instrument 

des igna t ing ca-.h t r a c t ac "earned- ;-;as. ac-- z ipc" ara a t E l Pr.3o''s 

request , . t l a n t i e s h a l l or ecuto cr.d c 'd i v c r each ins t r u a n t 

to El I"1 •', . . 

"' '..'.1 i:aSD c:-."U'--.£5 r " acre. 5 . 3 be bound :.y V. 1 I 

of the; acr; ':. ard pr o-/is ions cf sala '.c:;t:'~':t of e'eve lop-.ont 

dated -Fcbru: ry 2?, 1950, as a::;c:.d«-* by said supplemental con

tr a c t dated July 21, K-.5C. as sueh 'contracts are modified and 

changed by th 1 s agreement. 

4. The parties rrutually agree that as of January 

31, 1952. the amount as shoam hy Delhi 's books as unrccovei cc 

by Delhi fro-?; the "development account'' provided for in 

A r t i c l e I I I , Section A, of said contract dated February 2?, 

1950, is $Z: 6,193.13, which "acv3lop-ci:t account" as tha sore 

may bo i n r r c ased under the terrs and previsions cf said con

t r a c t dated February 27, IC50, as are need t y said cuanl--cntr.: 

contract dated July ?A, 1950, i r hereby assigned bv !:c J'ai to 

Kl Faso and shall he recovered by Ml Paso as ascirne- of 

Delhi out of 3/4ths cf the prod act ion f: on said property a* 

provided in said contracts. 

5. A t l a n t i c hereby -calves the prcv?sious or 

A r t i c l e XIV of said contract dat3d Fetruary 2* , jP50. -nc ar i 

A r t i c l e ;ClV sha 2 1 hereafter bo c-no'a'eied rs hav-inr aeon er -

t i r e l y deleted from said contr;--t. 

5. It is apreed that for the ourposes of aiconnainc 

hereafter as beta-eon EI Paso and '..t i r-r.t ic, V.i Faco \/i: J aeeotr-1 

for en rjas taken fro:* the subj-rjt lane's at the hichea-t price 

being paid at date of purchase by any bona fide nipei \r.-j tor-

pany for fas at the v;e2 I head \/ith in ICO rti 2 cs of the subject 

lands, aces : dor ire quantity ef r'-ii'r. cry. quality of yas, 

pressure ef delivery and riaht o" ;;;t: ..cticn cf-liquids, Tor 

ILLEGIBLE 
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and Delhi chai! be e n t i t l e d to recover a l l of such expense 

out of o/4ths of the production from formations below the 

?/esaverde formation only, in. accordance with' the terms and 

provisions of said contract dated February 27, 1050, as 

amended by said contract date;' July 21, I f 50. I f any wel 2 

drI2 2ea by Delhi shoal a net be ec rd. e:".:d- a^ a ce--ercial o i l 

or cas velJ in a format.ior.(s } Lei >w the r'euaverce fe-metica 

and i f spacing requirements should permit and ~e-hi should 

plug such well bach to the r-'esavordc formation and such we! 1 

should be productive of gas *n the T.'e'saverdc formation in 

quantities comparable to those of other T'es.avcrdc "'.'ells cn 

the subject lands, then El rase agrees to talcs over such vc;1 

and to pay Delhi therefor the usual cost, for d r i l l ire (but 

not completing) a Mesaverde v/el 1 at that time in said f i e l d , 

and such well s h a l l thereafter be completed by El Pa^o at 

i t s 'cost, and thereafter* such vc 11 shall te considered the 

same as any other Mesaverde wel1 under the *aid contract of 

February 27, 1950, as amended. A t l a n t i c aorees that the 

acreage to be earned 2?/ any such deep v/eil or wo* Is .dr i 1 led 

to a formation belov/ the Tessverde shall bo the same ES is 

provided in said contract dated February 27, \Z50, as amended, 

9. El Paso agrees tc purchase from A t l a n t i c , 

and A t l a n t i c agrees to s e l l to El Paso, a l l of Atlantic-? 

interest in a l l gas (and the l i q u i d hydrocarbons contained 

therein) produced from the rtcsavcrde or shallower formations 

from the oabject lands for a per iod of ten years f t cm t h i s 

date, and ~1 Paso shall account to .\tlantic for i t s interest 

in a l l such cas under the terms and provisions of t h i s con 

trac t cn the basis of the prices stipulated in Paragraph 6 

hereof., 

ILLEGIBLE "J 
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^ — i v.V i . v t v L . u _ 

' X '-

February 2 *. ! o-

J u l y 2>.s ' •' : • 

v/hich -' : ' ' " 

t i t l e or •. a :J- .. 

c e n t r a c t •" , " '•' 

C l l v \ . . . . - • 

cr Kor r er . .0 , . s 

o b i i n a t i o r cr s 

cr becc:ci • ••: i - u 

the a4*?- i 0-' *' 

February 2 .. •'••a 

2 1 , 19F0. a c i f 

•jjperforr-an i s 

t i c 

"1 a a • 5 " 0 ; • 

. . J ' / a - ' .-

-V: •:> c- a.i:a Jo- • 

cat r v . t • 

. j a c - r p 

- - -

• ' T . T ,. , ... - ». ^ ;s i c - : i - . - - t 
- ' „ - * * » 

• <•- ~ . . • . . » 
- . . • ! - ' ' 1 

1* 

f - r - . ) (*} f • /-» * * ;- • 

j * . ! v - -

-. r*r * -> 

V.- • , '.0 •..:=, , •;' .a '• n e e 01 : a her 

' '' f -«v V*.a a . •. .'1 t r av - ce • r u s t e e s • 1 - I - M C , 

C' • O c - .1 t -j . p e r i o r M • h c b : i pat ior.b o f 

h i s a ~rcca~.cn t ' • -• under •said cc '•itr ac t d i t ed 

s a rc -.-.den by SM t j a 1 e v e r. t a 2 c 0 n t rs c t da t e d J u l y 

h t r u a 10 0 be a -or per a t i o n , v/i •bou t i t s 

ta- cc bas inesc i n a: y s t a t e i n wh i c h an 

a r t nay- cc 

l a IX ... e n t i t l e d " I n c c a n i t y t c ' a l a n t i c , " i n 

.e " c i ' u~u j . r y 2 1 . 10 50.. i s 2i :2ndt d t o p - o v ide 

t h o 1 r> j err. it/ c on a* i n t be pen a 1 su:: o f 

•e l u : r i c h e d by f e l h : t c At . ia : .* ? c . " *' d A. t t sr . t 1 -

/^•%hat sa id bond 

t f l ^ & t - ^ f i X . a«* tc i ndean i tv except as 1^ ths f u r n H h i r . e of 

oay be can-- e 1 ; ed, A i l other p rov i - cns» c-_ 

f^5totgi»0»C0 be;\d tc At . i a r . t i c 

'*rxi . e f f e c t , 

IN TwS-T ir.DTT: Vlld ;PCF 

I f t i n Agree-cent I h i 4 * 20 tb day 

3 *• r -era. 1 n : 

bere t 

i o r - e 

/a c:a. 

:r - u a 

* .... /:-:TiC aci'.h'ivr: 

j a 

ATTEST: 

DP : 1 CIL C OF. fCP \T I c:' 
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THE STA?D Or TEXAS j 

COUNTY Cv DALLAS } ' 

On this .Ĵ -fch,,,,. day of February, 1?52, before ine 

appeared r „>,JL^^J^JS2iEL-,. » t 0 m s personally 

known, vhc being, by mo duly sworn did say: that he, is 

Attorney -in-Fact • for ?K3 AVLAdPriC RSI- 2ni>» CO^Airv, a 

Penr.ayi va." ia corporation, and that are seal affined to 

the f oregoing instrument is .the corporate seal 'of sv.id - -. 

corporation and that said instrument was signed by Mas as 

Attorney in--Fact for said corporation by authority cf i t s 

board of directors and said i J. N.it-SvDS.'HAlL 

did acknowledge said instrument to be the free act and deed 

of said corporation* 

GIVEN under my hand and o f f i c i a l seal t h i s 26th 

day of February, A. D., 1952.' 

ubiic in an 
County, 

Vy commission expires: 

June 1, 3953, " 

THE STATS CF TEXAS ) 

COUNTY OF DALLAS ] 

HOULY MAC TW»F«£TT 

I L L E G -
Cn t h I s <?^^CcJ 

ay cf February, 1952, before ne 
P T BEE 

appeared r _ ̂ . B ' M __ to r.e personally known 

who being by mc duly sworn did say: that he is the ̂ /dj£T^~ 

President of DELHI OIL CORPORA? 1C?<. a Delaware corporation, 

end that t i c seal a f f i x e d 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 auth

o r i t y of i t s board of directorc end said ''' ^^ .E 

did acknowledge said instrument to be the free act and deed 

of said corporation. 

OIVEN under ny hand and o f f i c i a l seal t h i s ^ j ^ ^ 

cay cf February, A. D., Idea. 
•'etcry a i a l ^ c in aad ior 

IUV c or mi sr. ion cm.oiros : Count v. Texas., 

-J —CM i • 



'if'JPEa v ' • • • • • •«••-

COT 

^ 7 . ^ d. 

:-c dul 

Fal. r u i . O i ' - U C c c 

... C 

t i q i , ard tha t ••.he seal, e f f i x * c t c the fc rc ro . ' r .g ins t rument 

i s the seai o f s a id corpora t i e r , one t h a t sa id i n 

strument \::.r s igned end r ee l ed i n beha l f c f sa id corpora* ••->•*! 

" t r of i t s beerd o f c" . ' rec tors end sa id ^ ^ 

acl.no :1 edre sa id i r r i t i uvcr.t t j Ire 

s a i d c o r p o r a t i o n , 

hand and e f f i c i c i a ca l t ' : 

oy nut 

the free act mac race o. 

.. ~ f-'.ch* undo-

y: <>f February, 

H o t a r y .'u w . . a n d f o r 
^_Ccunty, * u » t K . r * - . » - Mf t**r«* .« 

eoir.maiss i cn s.co11 ss: BlllVf DORtf* 
llotify Public, In tnd lo? El Peso County, Te»a; 

Mi commission «Kpires June 1. 1553 

' 1 .. 

1* ' 
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STATE OF NEW MEXICO, County of San Juan 

I hereby certify this instrument was filed torrecord 

J.duly recordod in b o ^ i & ^ M t — .^oMtw 

ASSIGNMENT OF OPERATING RIGHTS 

This Agreement is made and entered into this 1— jday of : . } 

A.D., 1953, by and between THE ATLANTIC REFINING COMPANY, 

a Pennsylvania corporation, (hereinafter called "Atlantic"), DELHI OIL CORPORATION, 

a Delaware Corporation, (hereinafter called "Delhi"), and EL PASO NATURAL GAS 

COMPANY, a Delaware corporation, (hereinafter called "El Paso"), 

W I T N E S S E T H : 

WHEREAS, on February 27, 1950, Atlantic and Delhi entered into a certain 

contract (hereinafter referred to as tjhe "Original Contract") relative to the 

development of various oil, gas and mining leases covering lands situated in 

San Juan County, New Mexico, and described therein, and amended on July 21, 1950, 

by Supplemental Contract; and 

WHEREAS, under date of January 18, 1952, Delhi and El Paso entered into 

a certain Oil and Gas Lease Sale Agreement providing for sale of some of the 

interests acquired by Delhi in the Original Contract, as amended; and 

WHEREAS, under date of February 26, 1952, Atlantic, Delhi and El Paso 

entered into a Contract and Memorandum of Contract which provided, among other 

things, for the assignment of gas righjts to the base of the Mesaverde formation 

to El Paso, and for execution and delivery by Atlantic to El Paso of a written, 

recordable instrument designating "Earned Gas Acreage" as defined in the Original 

Contract; and 

WHEREAS, El Paso has completed a gas well described a a fmjk ji 

upon the following described tract of land in San Juan County, New Mexico, 

covered by United States Oil and Gas Lease dated f 1 to bearing 

Serial Thrmh*r> ^ m i to-wit: 

Township J J Worth. Range |p Vest. N.M.P.M. 
Section t — i mm is miA m U E / I »t/t oee cion jg . 1. j | 
containing acres, more oFlels; 

ej)0 

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

assignment of certain operating rights! therein; 

NOV, THEREFORE, in consideration of the premises, Atlantic, Delhi and 

El Paso agree that the above described tract of land constitutes Earned Gas 

Acreage as defined in and specified by the Original Contract, as amended; that 

El Paso is and shall be Operator of said well and the above described tract of 
1. 

LLEGIBLE 



1, 

land; and that gas and hydrocarbons produced jand saved therefrom after payment 

of royalties due the Lessor and an pverridingj royalty of two per cent 

( 3 %) set out in mmmtomm*. datod *~13~S0 t r m Tha Atlantic 3of toing Co* to 

j«— 9maA shall be owned in the following proportions s 

1, Until EL Paso has recovered i t s expenditures from the "Development 

Account" as provided in the Original Contract^ as amended, Atlantic shall own and 

receive free and clear of a l l development and operating costSj, one-fourth (1/4) 

thereof, and EL Paso shall own and receive three-fourths (3/4) thereof, out of 

which i t shall pay and discharge a l l current Operating costs and a l l of the over

riding royalty reserved by Delhi as provided by the Oil and Gas Lease Sale Contract 

of Junuary 18, 1952; 

2. After EL Paso has recovered i t s expenditures from the "Development 

Account"* then Atlantic shall own and receive one-half (1/2) thereof-, subject to 

i t s proportionate share of outstanding royalties., overriding royalties and current 

operating costs; and EL Paso shall own and receive one-half (1/2) thereof,, 

subject to i t s proportionate share of outstanding royalties,, overriding royalties 

and current operating costs, and subject to tbe burden of overriding royalties 

reserved by Delhi upon such share. 

Atlantic has agreed to sell to El Paso and El Paso has agreed to pur

chase from Atlantic a l l of Atlantic's interest} in such gas and the liquid 

hydrocarbons contained therein for a period of! ten(10) years from February 26r 

1952. El Paso w i l l account to Atlantic for a l l gas taken from the above described 

well and tract of land at the highest price being paid at date of purchase by any 

bona fide pipe line company for gas at the wellhead within one hundred (100) miles 

thereof considering quantity of delivery 5 quality of gas, pressure of delivery; and 

right of extraction of liquids. For Atlantic's interest in a l l liquid hydrocarbons 

hereafter recovered or extracted from such gas, EL Paso shall pay to Atlantic 

in cash a price equivalent of the f a i r market lvalue of thirty-three and one-third 

per cent (33 1/3%) thereof* At a l l times prior to the completion of construction 

and commencement of operation by EL Paso of a plant for the extraction of such . 

liquids, EL Paso shall pay to Atlantic in cash the estimated value of th i r t y -

three and one-third per cent (33 1/3%) of a l l liquids produced with or contained 

in gas produced from the Mesaverde formation and removed from the subject lands 

2. 



and applicable te Atlantic's interest therein, regardless of whether such liquids 

are extracted froa the gas* 

Thi* Assignment supplements the Original Contract of February 27, 1950, 

as amended, the Oil and Oas Lease Sale Agreeaent of January 18, 1952, and the 

Contract aad Memorandum of Agreement of February 26, 1952, but does not modify 

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

this Assignment is made subject to the applicable terms and provisions thereof. 

IN WITNESS WHEREOF, this Assignment of Operating Rights is executed the 

day. and, vear first hereinabove written. 

THE ATLANTIC REFINING COMPANY 

Aisistitot Vice President 

DELHI OIL CORPORATION 

Secretary 

5 J4 \' StATE OT TEXAS 

~t&mi?P0T DALLAS 

On this /J? ^ day of 1*953, before ae personally appeared 
ScrAt fee / to me personally known, who, after being by me duly 

sworn did aay that he is the Tice President of THE ATLANTIC REFINING COMPANY, 
a corporation, and that the seal affixed to the foregoing instrument is the 
corporate seal ef said corporation aad that said instrument was signed and sealed 

(in behalf ef said corporation by authority of its Board of Directors, and said 
* " " " " f r f c e r ' ' acknowledged said instrument to be the free act 

said corporation. 

WITNESS WHEREOF, I have hereunto sot my hand and affixed my official 
and year in this-certificate first above written. 

expiresg 

6- i-^rs-
blic in and 

State 
Dallas County, 

STATE OF TEXAS 

COUNTY OF DALLAS 

"OULY MAE T , P P E T T 

On t t e M ^ f a d K T o t / f Z s ^ J i A J . i»53, before 
#> / 7 — J ? M ~ / 2 ; • te me personally known, who, 

me personally appeared 
after being my me duly 

3. 



sworn did say tbat he i s the Vice President of DELHI OIL CORPORATION, a corporation, 
aid that the seal affixed to the foregoing instrument i s the corpowte 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 sa^^-/~~> 
corpora^on^oy^^ acknowledged said instrument to be the free act and 

Seedy < 

IN WITNESS WHEREOF, I have hereunto se£ my hand and affixed my official 
seal 'thr day and year in this certif 

My commission expires: 

STATE OF TEXAS 

COUNTY OF EL PASO 

MARGUERITE SPENCER 
Notary Public, Dallas County, Texas 
My Commission Expires June 1, 1955 

H. F. 
On this 
STEW L day 19537 before me personally appeared 

to mi personally known, who, after being by 
the V i ^ President of EL PASO NATURAL GAS 
the seal affixed to the foregoing instrument i s 

me duly sworn did say that hi 
COMPANY, a corporation, and tiiat _ 
the corporate seal of said corporation, and that said instrument was signed and 
sealed in behalf 
said 

of said corporation by authority of i t s Board of Directors, and 
iif " tt. f. STEE 

free act and deed of said corporation, 

acknowledged said instrument to be the 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official 
seal the day and year in this certificate f i r s t ab6ve\ w r i t t e n ^ 

,. My commission expires: 
d" py/y ' 
V :- U'''c E , s e M ' R i c h a r < ! s o n 

Jotary Public in 
Stat' 

El Paso County, 

I-""' <? 
Or tj,. x 
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O l A N D G A S L E A S " . " T a a S T 

X g X t t m t n t , Made and entered into the «r2 day of _ 1951 
by and between Rose Rosenwein, a feme sole, 

nf 6607 Cedar Street. Huntington Parir, f ^ f f f - t t l * ! - hereinafter called 
lessor (whether one or more), and . . . ^ L ^ ^ M ^ ^ ^ l A m ^ i Zm-Qtt*** Box 1492, 
El Paso. Texas* (a Delaware Corporation) _ _ hereinafter called lessee: 

Witneweth: That the said lessor, for and in consideration of Dollars, 
r*mh in hand paid, the receipt of which is hereby acknowledged, and of the covenants and agreements hereinafter contained 
on part of lessee to be paid, kept and performed, has granted, demised, leased and let and by these presents does grant, de
mise, lease and let unto the aaid lessee for the sole and only purpose of exploring by geophysical and other methods, mining 
and operating for oil and gas, and of laying of pipe lines, and of building tanks, powers, stations and structures thereon to 

produce, save and take care of said products, all that certain tract of land situated in the County of—§an_J^SUl 

State of IfSK. IfSEifiO. .described as follows, to-wit: 

Sj/*JW/4JH5& _ 

of Section ...3 _ Township -30.. Korth.._. Range ...10. .Meat and containing Ten....(lQX acres more or less. 

It is agreed that this lease shall remain in force for a term o f J i T C (5) years from this date, and as long thereafter as 
oil'or gas or either ef t a w n produced free* wmA toad, or from land* with which said land is pooled therewith, by lessee. 

• In cwiaideretioa ef the premises tha aeM ooy—ants and agrees: 
U l To •sliver to thacredit of lessor, fret eteeat>s* tae at** Ba* to wMea tosses aay ooanset wells oa said lead, ta* esMl oae-elfhtapan 

ts» na«4et vain, at A . . 
from the leased premises and sold; or one-eighth (1/8) of the 

market Tains at tlw/mouth of the well ef gas from gas wells produced froa the leased pre
vises and need in production ef liquid hydi eoaibeni or otherwise used off the leased 
promises; smell royalties to be payable monthly; ami Lessor to hare gas free of cost from 
any such well fcr a l l stores sad al l inside lights in the principal dwelling on said land 
during tae sane time, by making Lessor's own connection with the well at Lessor's own 
risk and expense. 

, or its successors, which shall continue as the depository regardless of changes in the ownership 
of said land, the sum of . . ...— — — —...—... dollars 

which shall operate as a rental and cover the privilege of deferring the commencement of a well for. T w e l v e . . ( !? . ) . months from said date. 
In like manner and upon like payments or tenders, tne commencement of a well may be further deferred for like periods of the same number of 
months successively. And i t is understood and agreed that the consideration first recited herein, the down payment, covers not only the privi
lege granted to the date when said first rental is payable as aforesaid, but also the lessee's option of extending that period as aforesaid, and 
any and all other rights conferred. 

Lessee, at its option, is hereby given the right and power to pool or combine the acreage covered by this lease or any portion thereof 
with other land, lease or leases in the immediate vicinity thereof, when in lessee's judgment it is necessary or advisable to do so in order to 
properly develop and operate said lease premises so as to promote the conservation of oil, gas or other minerals in and under and that may be 
produced from said premises, such pooling to be of tracts contiguous to one another and to be into a unit or units not exceeding 10 acres 
each in the event ot an oil well, or into a unit or units not exceeding 640 acres each in the event of a gas well. Lessee shall execute in writing 
and record in the conveyance records of the county in which the land herein leased is situated an instrument identifying and describing the pool
ed acreage. The entire acreage so pooled into a tract or unit shall be treated, for all purposes except the payment of royalties on production 
from the pooled unit, as i i i t were included in this lease. If production is found on the pooled acreage, i t shall be treated as if production is 
had from this lease, whether the well or wells be located on the premises covered by this lease or not. In lieu of the royalties elsewhere herein 
specified, lessor shall receive on production from a unit so pooled only such portion of the royalty stipulated herein as the amount of his acre
age placed in the unit or his royalty interest therein on an acreage basis bears to the total acreage so pooled in the particular unit involved. 

Should the first well drilled on the above described land, or on acreage pooled therewith, be a dry hole, then, and in that event, if a second 
well is not commenced on said land, or on acreage pooled therewith, within twelve months from the expiration of the last rental period for 
which rental has been paid, this lease shall terminate as to both parties, unless the lessee on or before the expiration of said twelve months 
shall resume the payment of rentals, in the same amount and in the same manner as hereinbefore provided. And i t is agreed that upon the 
resumption of the payment of rentals as above provided, that the provisions, hereof governing the payment of rentals and the effect thereof, 
shall continue in force just as though there had been no interruption in the rental payments, and it the lessee shall commence to drill a well with
in the term of this lease or any extension thereof, or on acreage pooled therewith, the lessee shall have the right to drill such well to completion 
with reasonable diligence and dispatch, and if oil or gas, or either of them, be found in paying quantities, this lease shall continue and be in 
force with like effect as if such well had been completed within the term of years first mentioned. 

If said lessor owns a toes interest in the above described land than the entire and undivided fee simple estate therein, then the rovalties 
and rentals herein provided for shall be paid the said lessor only in the proportion which lessor's interest bears to the whole and undivided fee. 

f fnoo shall have tbe right to use, free of cost, gas, oil and water produced on said land for lessee's operation thereon, except water from 
the wells of lessor. 

When requested by lessor, lessee shall bury lessee's pipe lines below plow depth. 
No well shall be drilled nearer than 900 feet to the bouse or barn now on said premises without written consent of lessor. 
Lessee shall pay for damages caused by lessee's operations to growing crops on said land. 
Lessee shall have the right at any time to remove all machinery and fixtures placed on said premises, including the right to draw and re

move casing. 
If the estate of either party hereto is assigned—and the privilege of assigning in whole or in part is expressly allowed—the covenants 

hereof shall extend to their heirs, executors, administrators, successors or assigns, but no change in the ownership of the land, or assignments 
of reatal or royalties shall be binding on the lessee until after the lessee has been furnished with a written transfer or assignment or a true 
eopy thereof; and it is hereby agreed that in the event this lease shall be assigned as to a part or as to parts of the above described lands 
and the assignee or assignees ot such part or parts shall fail or make default in the payment of the proportionate part of the rents due from him 
or them, such default shall not operate to defeat or affect this lease in so far as it covers a part or parts of said lands upon which the said lessee 
or any assignee thereof shall make doe payment of said rental. In case lessee assigns this lease, in whole or in part, lessee shall be rel'eved of all 
obligations with respect to the assigned portion or portions arising subsequent to the date of assignment. 

All express or implied covenants of this lease shall be subject to all Federal and State Laws, Executive Orders, Rules, or Regulations, 
aad this lease shall not be terminated, in whole or in part, nor lessee held liable in damages, for failure to comply therewith, if compliance is 
prevented by, or if such failure is the result of, any such Law, Order, Rule or Regulation. 

Lessor hereby warrants and agrees to defend the title to the lands herein described, and agrees that the lessee shall have the right at any 
time to redeem for lessor, by payment, any mortgages, taxes or other liens on the above described lands, in the event of default of payment by 
lessor, and be (abrogated to tbe rights of the holder thereof, and the undersigned lessors, for themselves and their heirs, successors and assigns, 
hereby surrender and release all right of dower and homestead in the premises described herein, insofar as said right of dower and homestead 
may in any way affect the purposes for which this lease is made, as recited berejj, 

IN TESTIMONY WHEREOF WE SIGN, This the. 

«— urn ^r^m^k^r 
.iSL^T- jjay of J!?SS^Q<**-̂ t._ ,19?_3e. 

Itosê tose 



STATE OF . c§mmm». i ACKNOWLEDGMENT, Applicable where land* are io 
i SS. Oklahoma, Kansas, Nebraska, South Dakota, Arizona 

COUNTY OF * ^ . „ * * i " * * ! l J and/or New Mexico 
BE IT REMEMBERED, That on this. I M l day of A. D., 19 .53...., before me, a Notary 

Public, in and for said County, personally appeared 99^.^f9&^^^J»..3..t.9fM....9^:9.$ 

a 

" "'~"7 -r 
_ to me known to be 

the identical person .described in and who executed the within and foregoing instrument ind acknowledged to ate that. AMI 

executed1 die same as .PffK. free and voluntary act and deed for the uses and/puaposes therein set forth. 
IN WTTNeSS WHEREOF, I have hereunto set my official signature and affuid/my notarial seal, faimf&Ay&rt>T* above 

fiy H u s s i o n Expires. * • » . J l . . . 3 8 $ ? . M . I S i ^ , . ^ ' ^ . » . . ^ . ^ ^ o t a t y Public 

•' A^*V1W** 
.srw.of ^o.^ 1 hla^ 
COWNT^b/" | SS. ^ e ^ ^ p r E E D G M ENT, Wyoming or Colorado a Notar> Public, in and for said County and State, do hereby certify that 

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

in person and acknowledged that... signed, sealed and delivered the said instrument of writing as free and 

voluntary act and deed for the uses and purposes therein set forth. 

WITNESS my hand and official seal this „ day of - A. D , 19 

My commission expires .. —- Notary Public 

STATE OF , ACKNOWLEDGEMENT, CORPORATION 

COUNTY OF j 

Before me, the undersigned, a Notary Public, in and for said County and State, on this ....day of -

19. , personally appeared. _ „ _ to me known 

to be the identical person who subscribed the name of the maker thereof to the foregoing instrument as its -

_ and acknowledged to me that he executed tbe same as his free and voluntary act and deed and as tbe free 
and voluntary act and deed of auch corporation, for the uses and purports therein set forth* 

Given under my hand and teal ol office the day and year laat above written* 

My commission expires. ~ _ Notary Public 
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OKLAHOMA FORM OF ACKNOWLEDGMENT WHERE GBANTOB SIGNS BY MARK 
Nor*—with reference to Oklahoma lands, when this Instrument Is signed by a person who cannot write his name he shall execute the same by 

mark, and his name shall be written near such mark by one ef two persons who saw such mark mad*, who shall writs their names 
such Instrument as wluisssis 

his 

STATE OF .... 

COUNTY OF 

On this..... 

SS. 

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

the County and State aforesaid, personally appeared... 

and. -..to me known 

to be the identical person who executed the within and foregoing instrument by mark. ., in my presence and in the 

a* witnesses, tbe end... 

signing the name. el the aaid. . , — 

audi acknowledged to me that. executed the same as free and voluntary act and dead for the uses and 
pnfpesee tjiaraiit set faith. 

Given under my hand and seal the day and year last above written, 

fty^rniiai'iissinn expires. y . ._ -Notary Public 


