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IN THE DISTRICT COURT 

PLAINTIFF, 

VS. 

JOHN H. TRIGG AND PAULINE V. 
TRIGG, AS TRUSTEES OF THE 
TRIGG FAMILY TRUST, YATES 
PETROLEUM CORPORATION, 
YATES DRILLING COMPANY, 
ABO PETROLEUM CORPORATION, 
MYCO INDUSTRIES, INC., 
H. M. BETTIS, INC., TURNCO 
INC., L. E. OPPERMAN, BETTIS 
BROTHERS, INC., M. CRAIG 
CLARK AND DAVID CROMWELL, 

OF MIDLAND COUNTY, TEXAS 

DEFENDANTS. 142ND JUDICIAL DISTRICT 

SPECIAL APPEARANCES OF YATES PETROLEUM CORPORATION. YATES 
DRILLING COMPANY. AND ABO PETROLEUM CORPORATION. PURSUANT TO 

RULE 120a OF THE TEXAS RULES OF CIVIL PROCEDURE. TO 
OBJECT TO ANY CLAIMED JURISDICTION OF THE COURT OVER THE 
CORPORATE PERSONS AND PROPERTIES OF THESE DEFENDANTS 

TO THE HONORABLE JUDGE OF SAID COURT: 

Yates Petroleum Corporation, Yates D r i l l i n g Company and Abo 

Petroleum Corporation, who have been named as Defendants i n the 

captioned case, a c t i n g by the undersigned a t t o r n e y s , make and f i l e 

t h i s Special Appearance t o o b j e c t t o any clai m of j u r i s d i c t i o n by 

the Court over e i t h e r the corporate persons o f these Defendants or 

the p r o p e r t i e s the subject of t h i s s u i t on t h e ground t h a t such 

corporate persons and p r o p e r t i e s are not amenable t o e i t h e r the 

j u r i s d i c t i o n of t h i s Court or the process o f t h e c o u r t s of t h i s 

State, and move the Court t o dismiss t h i s a c t i o n as brought against 

these Defendants f o r want of j u r i s d i c t i o n of the corporate persons 

and p r o p e r t y of these Defendants, r e s p e c t f u l l y showing: 
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1. 

Each of Yates Petroleum Corporation, Yates D r i l l i n g Company 

and Abo Petroleum Corporation, who have been named as Defendants i n 

the captioned case, are corporations duly organized and e x i s t i n g 

under the laws of the State of New Mexico, having p r i n c i p a l o f f i c e s 

i n Artesia, New Mexico. None of these corporation i s q u a l i f i e d t o 

do business i n the State of Texas, none of them i s conducting 

business i n the State of Texas, and none are amenable t o process 

issued by the courts of the State of Texas i n t h i s case. Accord

ingly, these Defendants move the Court t o dismiss t h i s s u i t as 

brought against them. 

2. 

Without i n anywise waiving the foregoing special appearances, 

these Defendants move the Court to dismiss t h i s action against them 

for want of j u r i s d i c t i o n of the subject matter, namely, the estates 

i n o i l , gas and other hydrocarbons i n Section 27, Township-18-

South, Range-37-East, N.M.P.M., Eddy County, New Mexico, and the 

interests therein, and f o r want of j u r i s d i c t i o n a l power t o 

adjudicate matters involved i n t h i s s u i t t h a t are exclusively 

entrusted t o the courts and administrative agencies, state or 

federal, w i t h i n the t e r r i t o r i a l j u r i s d i c t i o n of the State of New 

Mexico. 

3. 

Without i n anywise waiving the foregoing special appearances, 

these Defendants would show tha t on consolidated competing 

applications heard on A p r i l 30 1992, by the O i l Conservation 

Division, Energy, Minerals, and Natural Resources Department of the 

State of New Mexico, f o r compulsory pooling of i n t e r e s t s and f o r 

appointment of the operator of the u n i t so pooled (being Case No. 

10467, f i l e d by Yates Petroleum Corporation, and 10473, l a t e r f i l e d 

by Nearburg Exploration Company, an assumed name of Charles E. 

Nearburg, P l a i n t i f f i n t h i s case) the O i l Conservation D i v i s i o n , on 
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June 3, 1992, ordered the compulsory pooling of the North Half 

(N/2) of said Section 27 from a depth of 5,000 fee t beneath the 

surface to the base of the Morrow Formation underlying said land, 

and ordered that Yates Petroleum Corporation be the operator of the 

pooled u n i t under the terms and provisions set f o r t h i n the June 3, 

1992 Order of the O i l Conservation Division. J u d i c i a l review of 

t h i s Order i s exclusively w i t h i n the power, j u r i s d i c t i o n and domain 

of New Mexico courts f o l l o w i n g New Mexico statutory j u d i c i a l review 

procedures that deal w i t h New Mexico lands, and i n t e r e s t s i n o i l , 

gas and other hydrocarbons th e r e i n or that may be produced 

therefrom, i n j u d i c i a l review of orders of the O i l Conservation 

Division, Energy, Minerals, and Natural Resources Department of the 

State of New Mexico. As the f i r s t state t o adopt compulsory 

pooling and the statutes and procedures f o r resolving c o n f l i c t s 

involving compulsory pooling and the designation of the appropriate 

operator of a pooled u n i t , the State of New Mexico i s q u i t e adept 

at resolving any issues which the P l a i n t i f f has sought t o l i t i g a t e 

by i t s commencement of t h i s action. 

4. 

Without waiver of the special appearances hereinabove set 

f o r t h , i n addition t o i t s appointment as operator of the New Mexico 

properties the subject of t h i s s u i t , as ordered by the New Mexico 

O i l Conservation D i v i s i o n , these Defendants would show t h a t by the 

express provisions of the March 7, 1967 Operating Agreement between 

Sin c l a i r O i l Corporation and John H. Trigg and wif e , Pauline V. 

Trigg, Yates Petroleum Corporation has been duly and timely 

selected as the Operator of the New Mexico o i l and gas properties 

the subject of t h i s proceeding by those e n t i t l e d under the 

provisions of the Operating Agreement t o make such selection, a 

process that was completed i n December, 1991. 
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5. 

Without i n anywise waiving the special appearances hereinabove 

set f o r t h , these Defendants would show t h a t , t h i s being an action 

fo r declaratory judgment, these Defendants are e n t i t l e d to the 

award of t h e i r reasonable attorneys' fees. 

WHEREFORE, premises considered, i t i s prayed t h i s action be 

dismissed against these named pa r t i e s defendant f o r lack of 

j u r i s d i c t i o n of t h e i r corporate persons and of the subject matter 

of t h i s s u i t , or, i n the a l t e r n a t i v e , without waiving the special 

appearances of these Defendants, because of the f a c t , and the New 

Mexico Order, tha t Yates Petroleum Corporation i s the duly 

constituted Operator of the o i l and gas leasehold estates i n 

Section 27, Township-18-South, Range-37-East, N.M.P.M., Eddy 

County, New Mexico, from 5,000 feet beneath the surface down to the 

base of the Morrow Formation, and t h a t these p a r t i e s have t h e i r 

costs and reasonable attorneys' fees. 

Respectfully submitted, 

KERR, FITZ-GERALD & KERR, L.L.P. 
P. O. Box 511 
Midland, Texas 79702 
Telephone No. 915/683-5291 
Telecopier No. 915/683-5257 

WM. MONROE KERR 
S t a t e B a r I . D . No. 11347000 

ATTORNEYS FOR DEFENDANTS 
YATES PETROLEUM CORPORATION, 
YATES DRILLING COMPANY AND 
ABO PETROLEUM CORPORATION 
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THE STATE OF TEXAS § 

COUNTY OF MIDLAND § 

BEFORE ME, the undersigned a u t h o r i t y , on t h i s day personally 

appeared, WM. MONROE KERR, who, on his oath by me f i r s t duly 

administered, deposed and said: 

The law f i r m of Kerr, Fitz-Gerald & Kerr, L.L.P., Midland, 

Texas, and I , as a member of that f i r m , have been engaged by 

John H. Trigg and Pauline V. Trigg, as Trustees of the Trigg Family 

Trust, t o represent them i n Cause No. A-39,066 i n the D i s t r i c t 

Court of Midland County, Texas, 142nd J u d i c i a l D i s t r i c t , t o make a 

special appearance f o r them t o obtain the dismissal of the case 

against them f o r want of j u r i s d i c t i o n of t h e i r corporate persons, 

j u r i s d i c t i o n of the subject matter, and otherwise to present t h e i r 

defenses therein. I know of my own knowledge and investigation 

that Yates Petroleum Corporation, Yates D r i l l i n g Company and Abo 

Petroleum Corporation are New Mexico corporations, have t h e i r 

p r i n c i p a l o f f i c e s and places of business i n Artesia, New Mexico, 

and t h a t none of such corporations are q u a l i f i e d t o do business i n 

the State of Texas. I also know tha t the subject matter of the 

ci t e d lawsuit exclusively involves r i g h t s i n lands and interests i n 

o i l , gas and other hydrocarbons i n such lands, a l l of which are 

situated i n Eddy County, New Mexico. Based on my fa c t u a l knowl

edge, study and i n v e s t i g a t i o n , none of Yates Petroleum Corporation, 

Yates D r i l l i n g Company or Abo Petroleum Corporation are amenable to 

process issued by the courts of t h i s State i n the c i t e d case. 

L ̂ . . - i ^ ^ L 
WM. MONROE KERR 
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SUBSCRIBED AND SWORN TO BEFORE ME on the day of June, 

1992, t o c e r t i f y which witness my hand and o f f i c i a l seal. 

*>TT 
JOYCE FIELDS : 

N o t 0 r , Public State of Texas j 

&p. Sept. 30, 1992 •. 

Notary Public i n and f o r 
The State of Texas 

My commission expires: 
19 

CERTIFICATE OF SERVICE 

On t h i s the I > u day of June, 1992, a true and correct copy of 
the above Special Appearance of Yates Petroleum Corporation, Yates 
D r i l l i n g Company, and Abo Petroleum Corporation was placed i n the 
United States Mail, C e r t i f i e d Mail, retur n receipt requested, 
postage prepaid, addressed t o counsel as follows: 

John A. Davis, Esquire 
Kemp, Smith, Duncan & Hammond 
P. O. Box 2796 
Midland, Texas 79702 

i 

I 
i ̂ •-L--'— I i_>— l i 
WM. MONROE KERR 
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NO. A-39066 

CHARLES E. NEARBURG, d/b/a 
NEARBURG EXPLORATION COMPANY, 

§ IN THE DISTRICT COURT 

VS. 

JOHN H. TRIGG AND PAULINE V. 
TRIGG, AS TRUSTEES OF THE 
TRIGG FAMILY TRUST, YATES 
PETROLEUM CORPORATION, 
YATES DRILLING COMPANY, 
ABO PETROLEUM CORPORATION, 
MYCO INDUSTRIES, INC., 
H. M. BETTIS, INC., TURNCO 
INC., L. E. OPPERMAN, BETTIS 
BROTHERS, INC., M. CRAIG 
CLARK AND DAVID CROMWELL, 

PLAINTIFF, 

§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ OF MIDLAND COUNTY, TEXAS 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 

DEFENDANTS. § 142ND JUDICIAL DISTRICT 

ORIGINAL ANSWER OF DEFENDANTS MYCO INDUSTRIES. INC.. 
H. M. BETTIS. INC.. TURNCO INC.. L. E. OPPERMAN. 

BETTIS BROTHERS. INC.. M. CRAIG CLARK AND DAVID CROMWELL 

TO THE HONORABLE JUDGE OF SAID COURT: 

MYCO INDUSTRIES, INC., H. M. BETTIS, INC., TURNCO, INC., L. E. 

OPPERMAN, BETTIS BROTHERS, INC., M. CRAIG CLARK and DAVID CROMWELL, 

some of the defendants i n the above c i t e d and numbered cause, make 

answer t o P l a i n t i f f ' s O r i g i n a l P e t i t i o n t o present t h e i r defenses 

thereto as follows: 

This i s a s u i t i n v o l v i n g i n t e r e s t s i n the o i l and gas 

leasehold estate created by the United States of America covering 

and pertaining to the North Half (N/2) of Section 27, Township-18-

South, Range-37-East, N.M.P.M., Eddy County, New Mexico, and 

perhaps other neighboring New Mexico lands, which property r i g h t s 

include management and contr o l of such properties. The action i s 

a loc a l action and not a t r a n s i t o r y action t h a t i s w i t h i n the 

exclusive j u r i s d i c t i o n of the State of New Mexico, with respect t o 

1. 
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which the courts of the State of Texas have no subject matter 

j u r i s d i c t i o n . For t h i s reason, the action should be dismissed f o r 

want of j u r i s d i c t i o n of the subject matter. 

2. 

This s u i t as brought by P l a i n t i f f seeks a declaration that 

P l a i n t i f f i s or should be the Operator of the New Mexico o i l and 

gas properties the subject of t h i s s u i t . This issue has twice been 

rendered moot because Yates Petroleum Corporation i s the duly 

constituted operator of the property. A f t e r S i n c l a i r O i l Corpora

t i o n , i n November, 1991, assigned i t s undivided one-half (1/2) 

i n t e r e s t i n the leasehold estate i n the North Half (N/2) of said 

Section 27 to P l a i n t i f f , and w i t h i n s i x t y (60) days t h e r e a f t e r , the 

owners of the remaining f i f t y percent (50%) i n t e r e s t unanimously 

selected Yates Petroleum Corporation t o be the operator of the 

properties. This s e l e c t i o n process conformed to the provisions of 

Paragraph 19 of the March 7, 19 67 Operating Agreement made and 

entered i n t o between the S i n c l a i r O i l Corporation and John H. Trigg 

and Pauline V. Trigg. Furthermore, on June 3, 1992, the O i l 

Conservation Division, Energy, Minerals, and Natural Resources 

Department of the State of New Mexico entered i t s order based on an 

A p r i l 30, 1992 hearing i n which P l a i n t i f f f u l l y p a r t i c i p a t e d , t h a t 

Yates Petroleum Corporation be designated as operator of the o i l , 

gas and other hydrocarbons leasehold estate i n the North Half (N/2) 

of said Section 27 from a depth of 5,000 feet beneath the surface 

down to the base of the Morrow Formation, pursuant t o the terms and 

provisions of the June 3, 1992 Order. These O i l Conservation 

Division proceedings dealt with competing applications f o r 

compulsory pooling and the appointment of the operator, the f i r s t 

of which, Case No. 104 67 was f i l e d by Yates Petroleum Corporation, 

and the other of which was l a t e r f i l e d by P l a i n t i f f . Among other 

findings and conclusions of the O i l Conservation Division was t h a t 

under the New Mexico compulsory pooling statutes, i t was i n t h e i r 
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power and was t h e i r duty t o select the best q u a l i f i e d operator, 

which they found t o be Yates Petroleum Corporation. This order i s 

subject t o j u d i c i a l review under the statutes of the State of New 

Mexico by New Mexico courts, and none other. Thus, P l a i n t i f f ' s 

cause of action has been rendered moot on two separate grounds. 

Accordingly, t h i s case should be dismissed as moot, as w e l l as 

because of the Court's lack of subject matter j u r i s d i c t i o n . 

3. 

The Court does not have j u r i s d i c t i o n of the persons of several 

of the Defendants who are necessary parties t o t h i s s u i t , namely, 

John H. Trigg and Pauline V. Trigg, as Trustees of the Trigg Family 

Trust, Yates Petroleum Corporation, Yates D r i l l i n g Company, and Abo 

Petroleum Corporation. The only courts th a t have j u r i s d i c t i o n of 

the subject matter of t h i s s u i t and of the named p a r t i e s , and the 

power t o obtain j u r i s d i c t i o n of the persons of a l l of the necessary 

pa r t i e s t o t h i s s u i t , w i t h i n the concepts of c o n s t i t u t i o n a l l y 

protected due process of law, are courts having t e r r i t o r i a l 

j u r i s d i c t i o n of the State of New Mexico, whose j u r i s d i c t i o n i s 

s u f f i c i e n t to determine the r i g h t s and issue i n New Mexico r e a l 

property i n t e r e s t s , and to a f f o r d j u d i c i a l review t o action of the 

New Mexico O i l Conservation Division. Thus, a f u r t h e r reason i s 

given f o r the Court to dismiss t h i s action. 

4. 

Except as these Defendants may hereafter admit or s t i p u l a t e , 

each of these Defendants deny a l l of the allegations contained i n 

the P l a i n t i f f ' s O r i g i n a l P e t i t i o n and demand s t r i c t proof thereof. 

5. 

This being a declaratory judgment action, these Defendants are 

e n t i t l e d t o recovery of t h e i r reasonable attorneys' fees. 

WHEREFORE, premises considered, i t i s prayed t h a t the Court 

dismiss t h i s s u i t on the grounds hereinabove set f o r t h , or, i n the 

a l t e r n a t i v e , t h a t they have f i n a l judgment th a t P l a i n t i f f take 
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n o t h i n g by t h i s s u i t and t h a t these Defendants have t h e i r c osts and 

a t t o r n e y s ' fees. 

R e s p e c t f u l l y submitted, 

KERR, FITZ-GERALD & KERR, L.L.P. 
P. O. Box 511 
Midland, Texas 79702 
Telephone No. 915/683-5291 
Telecopier No. 915/683-5257 

By: ! < - _ / _ ! . ^ 
WM. MONROE KERR 
State Bar I.D. No. 11347000 

ATTORNEYS FOR DEFENDANTS 
MYCO INDUSTRIES, INC., H. M. 
BETTIS, INC., TURNCO INC., 
L. E. OPPERMAN, BETTIS 
BROTHERS, INC., M. CRAIG 
CLARK AND DAVID CROMWELL 

CERTIFICATE OF SERVICE 

On t h i s the I . day of June, 1992, a t r u e and c o r r e c t copy of 
th e above O r i g i n a l Answer o f Defendants Myco I n d u s t r i e s , I n c . , 
H. M. B e t t i s , I nc., Turnco I n c . , L. E. Opperman, B e t t i s B r o t h e r s , 
I n c . , M. Craig Clark and David Cromwell was placed i n the United 
States M a i l , C e r t i f i e d M a i l , r e t u r n r e c e i p t requested, postage 
pr e p a i d , addressed t o counsel as f o l l o w s : 

John A. Davis, Esquire 
Kemp, Smith, Duncan & Hammond 
P. O. Box 2796 
Midland, Texas 79702 

WM. MONROE KERR ^ 
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THE: S T A T E O F T E X A S 

C O U N T Y O F M I D L A N D 

I, Vivian Wood, Clerk of the 142ND JTIDTCTAL DISTRICT of Midland County, Texas, do hereby 

certify that the foregoing is a true and correct copy. 

GIVEN UNDER MY HAND AND SEAL OF SAID COURT this 12TH day of AUGUST 

A.D., 19 92 . 

VIVIAN WOOD, District Clerk by (_, M i / M f i u l j j / t l . s , Deputy. 
ANGIE/WELCH 
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CHARLES E. NEARBURG, d/b/a 
NEARBURG EXPLORATION COMPANY, 

§ IN THE DISTRICT COURT 

JOHN H. TRIGG AND PAULINE V. 
TRIGG, AS TRUSTEES OF THE 
TRIGG FAMILY TRUST, YATES 
PETROLEUM CORPORATION, 
YATES DRILLING COMPANY, 
ABO PETROLEUM CORPORATION, 
MYCO INDUSTRIES, INC., 
H. M. BETTIS, INC., TURNCO 
INC., L. E. OPPERMAN, BETTIS 
BROTHERS, INC., M. CRAIG 
CLARK AND DAVID CROMWELL, 

VS. 

PLAINTIFF, 

§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ OF MIDLAND COUNTY, TEXAS 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 

DEFENDANTS. § 142ND JUDICIAL DISTRICT 

SPECIAL APPEARANCE OF JOHN H. TRIGG AND PAULINE V. TRIGG. 
AS TRUSTEES OF THE TRIGG FAMILY TRUST. PURSUANT TO 
RULE 12 0a OF THE TEXAS RULES OF CIVIL PROCEDURE. TO 

OBJECT TO ANY CLAIMED JURISDICTION OF THE COURT OVER THE 
PERSONS AND PROPERTIES OF THESE DEFENDANTS 

TO THE HONORABLE JUDGE OF SAID COURT: 

John H. T r i g g and Pauline V. T r i g g , Trustees of the T r i g g 

Family T r u s t , who have been named as Defendants i n the captioned 

case, a c t i n g by the undersigned a t t o r n e y s , make and f i l e t h i s 

S pecial Appearance t o o b j e c t t o any c l a i m of j u r i s d i c t i o n by t h e 

Court over e i t h e r the persons of these Defendants or the p r o p e r t i e s 

t h e s u b j e c t of t h i s s u i t on the ground t h a t such persons and 

p r o p e r t i e s are not amenable t o e i t h e r t h e j u r i s d i c t i o n of t h i s 

Court or the process of the cour t s of t h i s State, and move t h e 

Court t o dismiss t h i s a c t i o n as brought a g a i n s t these Defendants 

f o r want of j u r i s d i c t i o n of the persons and pr o p e r t y of these 

Defendants, r e s p e c t f u l l y showing: 
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1. 

Defendants' legal residence i s outside the State of Texas and 

i s i n Chaves County, New Mexico. The persons of these Defendants 

are not amenable to process issued by the courts of t h i s State i n 

t h i s case, and Defendants move the Court t o dismiss t h i s s u i t as 

brought against them. 

2. 

Without i n anywise waiving the foregoing special appearances, 

these Defendants move the Court to dismiss t h i s action against them 

for want of j u r i s d i c t i o n of the subject matter, namely, the estates 

i n o i l , gas and other hydrocarbons i n Section 27, Township-18-

South, Range-37-East, N.M.P.M., Eddy County, New Mexico, and the 

int e r e s t s t h e r e i n , and f o r want of j u r i s d i c t i o n a l power to 

adjudicate matters involved i n t h i s s u i t t h a t are exclusively 

entrusted t o the courts and administrative agencies, state or 

federal, w i t h i n the t e r r i t o r i a l j u r i s d i c t i o n of the State of New 

Mexico. 

3 . 

Without i n anywise waiving the foregoing special appearances, 

these Defendants would show that on consolidated competing 

applications heard on A p r i l 3 0 1992, by the O i l Conservation 

Division, Energy, Minerals, and Natural Resources Department of the 

State of New Mexico, f o r compulsory pooling of i n t e r e s t s and for 

appointment of the operator of the u n i t so pooled (being Case No. 

10467, f i l e d by Yates Petroleum Corporation, and 10473, l a t e r f i l e d 

by Nearburg Exploration Company, an assumed name of Charles E. 

Nearburg, P l a i n t i f f i n t h i s case) the O i l Conservation Division, on 

June 3, 1992, ordered the compulsory pooling of the North Half 

(N/2) of said Section 27 from a depth of 5,000 feet beneath the 

surface to the base of the Morrow Formation underlying said land, 

and ordered t h a t Yates Petroleum Corporation be the operator of the 

pooled u n i t under the terms and provisions set f o r t h i n the June 3, 
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( 

1992 Order of the O i l Conservation Division. J u d i c i a l review of 

t h i s Order i s exclusively w i t h i n the power, j u r i s d i c t i o n and domain 

of New Mexico courts f o l l o w i n g New Mexico statu t o r y j u d i c i a l review 

procedures that deal w i t h New Mexico lands, and interests i n o i l , 

gas and other hydrocarbons therein or th a t may be produced 

therefrom, i n j u d i c i a l review of orders of the O i l Conservation 

Division, Energy, Minerals, and Natural Resources Department of the 

State of New Mexico. As the f i r s t state t o adopt compulsory 

pooling and the statutes and procedures f o r resolving c o n f l i c t s 

involving compulsory pooling and the designation of the appropriate 

operator of a pooled u n i t , the State of New Mexico i s quite adept 

at resolving any issues which the P l a i n t i f f has sought t o l i t i g a t e 

by i t s commencement of t h i s action. 

4 . 

Without waiver of the special appearances hereinabove set 

f o r t h , i n addition t o i t s appointment as operator of the New Mexico 

properties the subject of t h i s s u i t , as ordered by the New Mexico 

O i l Conservation Division, these Defendants would show t h a t by the 

express provisions of the March 7, 1967 Operating Agreement between 

S i n c l a i r O i l Corporation and John H. Trigg and wife, Pauline V. 

Trigg, Yates Petroleum Corporation has been duly and time l y 

selected as the Operator of the New Mexico o i l and gas properties 

the subject of t h i s proceeding by those e n t i t l e d under the 

provisions of the Operating Agreement to make such selection, a 

process that was completed i n December, 1991. 

5. 

Without i n anywise waiving the special appearances hereinabove 

set f o r t h , these Defendants would show t h a t , t h i s being an action 

f o r declaratory judgment, these Defendants are e n t i t l e d t o the 

award of t h e i r reasonable attorneys 7 fees. 

WHEREFORE, premises considered, i t i s prayed t h i s action be 

dismissed against these named pa r t i e s defendant f o r lack of 
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j u r i s d i c t i o n of t h e i r persons and of the subject matter of t h i s 

s u i t , or, i n the a l t e r n a t i v e , without waiving the special appear

ances of these Defendants, because of the f a c t , and the New Mexico 

Order, t h a t Yates Petroleum Corporation i s the duly constituted 

Operator of the o i l and gas leasehold estates i n Section 27, 

Township-18-South, Range-37-East, N.M.P.M., Eddy County, New 

Mexico, from 5,000 feet beneath the surface down to the base of the 

Morrow Formation, and that these p a r t i e s have t h e i r costs and 

reasonable attorneys' fees. 

Respectfully submitted, 

KERR, FITZ-GERALD & KERR, L.L.P. 
P. O. Box 511 
Midland, Texas 79702 
Telephone No. 915/683-5291 
Telecopier No. 915/683-5257 

By: U j - j . t _ 
WM. MONROE KERR 
State Bar I.D. No. 11347000 

ATTORNEYS FOR DEFENDANTS 
JOHN H. TRIGG AND PAULINE V. 
TRIGG, TRUSTEES OF THE TRIGG 
FAMILY TRUST 

THE STATE OF TEXAS § 

COUNTY OF MIDLAND § 

BEFORE ME, the undersigned a u t h o r i t y , on t h i s day personally 

appeared, WM. MONROE KERR, who, on h i s oath by me f i r s t duly 

administered, deposed and said: 

The law f i r m of Kerr, Fitz-Gerald & Kerr, L.L.P., Midland, 

Texas, and I , as a member of that f i r m , have been engaged by 

John H. Trigg and Pauline V. Trigg, as Trustees of the Trigg Family 
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Trust, to represent them i n Cause No. A-39,066 i n the D i s t r i c t 

Court of Midland County, Texas, 142nd J u d i c i a l D i s t r i c t , t o make a 

special appearance f o r them t o obtain the dismissal of the case 

against them for want of j u r i s d i c t i o n of t h e i r persons, j u r i s d i c 

t i o n of the subject matter, and otherwise to present t h e i r defenses 

th e r e i n . I know of my own knowledge tha t John H. Trigg and 

Pauline V. Trigg are residents of Chaves County, New Mexico, and 

tha t they there maintain the o f f i c e and conduct the business 

a f f a i r s of the Trigg Family Trust which they serve as trustees. I 

also know that the subject matter of the c i t e d lawsuit exclusively 

involves r i g h t s i n lands and interests i n o i l , gas and other 

hydrocarbons i n such lands, a l l of which are sit u a t e d i n Eddy 

County, New Mexico. Based on my factua l knowledge, study and 

invest i g a t i o n , neither John H. Trigg nor Pauline V. Trigg, as 

Trustees of the Trigg Family Trust, are amenable t o process issued 

by the courts of t h i s State i n the ci t e d case. 

WM. MONROE KERR 

SUBSCRIBED AND SWORN TO BEFORE ME on t h e ) ^ day o f June, 

1992, to c e r t i f y which witness my hand and o f f i c i a l seal. 

, ^ ^//^y 
JOYCE FIELDS : y Notary Public in and for 

Notor, Public. State of Texa, I " T h e S t a t e ° f T e X a S 

i ..- • 

.. : jP My Carom. Exp. Sept. 30, 1992 « My commission expires : 
, 19 
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CERTIFICATE OF SERVICE 

-r On t h i s the day of June, 1992, a true and correct copy of 
the above Special Appearance of John H. Trigg and Pauline V. Trigg, 
as Trustees of the Trigg Family Trust, was placed i n the United 
States Mail, C e r t i f i e d Mail, r e t u r n r e c e i p t requested, postage 
prepaid, addressed to counsel as follows: 
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John A. Davis, Esquire 
Kemp, Smith, Duncan & Hammond 
P. O. Box 2796 
Midland, Texas 79702 

WM. MONROE KERR 
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NO. A-39066 

CHARLES E. NEARBURG, d/b/a 
NEARBURG EXPLORATION COMPANY 

§ IN THE DISTRICT COURT 

VS. 

JOHN H. TRIGG AND PAULINE V. 
TRIGG, AS TRUSTEES OF THE 
TRIGG FAMILY TRUST, YATES 
PETROLEUM CORPORATION, 
YATES DRILLING COMPANY, 
ABO PETROLEUM CORPORATION, 
MYCO INDUSTRIES, INC., 
H. M. BETTIS, INC., TURNCO 
INC., L. E. OPPERMAN, BETTIS 
BROTHERS, INC., M. CRAIG 
CLARK AND DAVID CROMWELL, 

PLAINTIFF, 

§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ OF MIDLAND COUNTY, TEXAS 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 

DEFENDANTS. § 142ND JUDICIAL DISTRICT 

SPECIAL APPEARANCES OF YATES PETROLEUM CORPORATION, YATES 
DRILLING COMPANY. AND ABO PETROLEUM CORPORATION. PURSUANT TO 

RULE 12 0a OF THE TEXAS RULES OF CIVIL PROCEDURE. TO 
OBJECT TO ANY CLAIMED JURISDICTION OF THE COURT OVER THE 
CORPORATE PERSONS AND PROPERTIES OF THESE DEFENDANTS 

TO THE HONORABLE JUDGE OF SAID COURT: 

Yates Petroleum Corporation, Yates D r i l l i n g Company and Abo 

Petroleum Corporation, who have been named as Defendants i n the 

captioned case, ac t i n g by the undersigned attorneys, make and f i l e 

t h i s Special Appearance to object to any claim of j u r i s d i c t i o n by 

the Court over e i t h e r the corporate persons of these Defendants or 

the properties the subject of t h i s s u i t on the ground that such 

corporate persons and properties are not amenable t o either the 

j u r i s d i c t i o n of t h i s Court or the process of the courts of t h i s 

State, and move the Court to dismiss t h i s a c t i o n as brought against 

these Defendants f o r want of j u r i s d i c t i o n of the corporate persons 

and property of these Defendants, r e s p e c t f u l l y showing: 

ESER DATE 
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1. 

Each of Yates Petroleum Corporation, Yates D r i l l i n g Company 

and Abo Petroleum Corporation, who have been named as Defendants i n 

the captioned case, are corporations duly organized and e x i s t i n g 

under the laws of the State of New Mexico, having p r i n c i p a l o f f i c e s 

i n Artesia, New Mexico. None of these corporation i s q u a l i f i e d t o 

do business i n the State of Texas, none of them i s conducting 

business i n the State of Texas, and none are amenable t o process 

issued by the courts of the State of Texas i n t h i s case. Accord

ing l y , these Defendants move the Court t o dismiss t h i s s u i t as 

brought against them. 

2 . 

Without i n anywise waiving the foregoing special appearances, 

these Defendants move the Court t o dismiss t h i s action against them 

f o r want of j u r i s d i c t i o n of the subject matter, namely, the estates 

i n o i l , gas and other hydrocarbons i n Section 27, Township-18-

South, Range-37-East, N.M.P.M., Eddy County, New Mexico, and the 

int e r e s t s therein, and f o r want of j u r i s d i c t i o n a l power t o 

adjudicate matters involved i n t h i s s u i t that are exclusively 

entrusted to the courts and administrative agencies, state or 

federal, w i t h i n the t e r r i t o r i a l j u r i s d i c t i o n of the State of New 

Mexico. 

3. 

Without i n anywise waiving the foregoing special appearances, 

these Defendants would show t h a t on consolidated competing 

applications heard on A p r i l 30 1992, by the O i l Conservation 

Division, Energy, Minerals, and Natural Resources Department of the 

State of New Mexico, f o r compulsory pooling of in t e r e s t s and f o r 

appointment of the operator of the u n i t so pooled (being Case No. 

10467, f i l e d by Yates Petroleum Corporation, and 10473, l a t e r f i l e d 

by Nearburg Exploration Company, an assumed name of Charles E. 

Nearburg, P l a i n t i f f i n t h i s case) the O i l Conservation D i v i s i o n , on 
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June 3, 1992, ordered the compulsory pooling of the North Half 

(N/2) of said Section 27 from a depth of 5,000 fee t beneath the 

surface to the base of the Morrow Formation underlying said land, 

and ordered that Yates Petroleum Corporation be the operator of the 

pooled u n i t under the terms and provisions set f o r t h i n the June 3, 

1992 Order of the O i l Conservation Division. J u d i c i a l review of 

t h i s Order i s exclusively w i t h i n the power, j u r i s d i c t i o n and domain 

of New Mexico courts f o l l o w i n g New Mexico st a t u t o r y j u d i c i a l review 

procedures that deal w i t h New Mexico lands, and i n t e r e s t s i n o i l , 

gas and other hydrocarbons therein or t h a t may be produced 

therefrom, i n j u d i c i a l review of orders of the O i l Conservation 

Division, Energy, Minerals, and Natural Resources Department of the 

State of New Mexico. As the f i r s t state t o adopt compulsory 

pooling and the statutes and procedures f o r resolving c o n f l i c t s 

involving compulsory pooling and the designation of the appropriate 

operator of a pooled u n i t , the State of New Mexico i s quite adept 

at resolving any issues which the P l a i n t i f f has sought t o l i t i g a t e 

by i t s commencement of t h i s action. 

4. 

Without waiver of the special appearances hereinabove set 

f o r t h , i n addition t o i t s appointment as operator of the New Mexico 

properties the subject of t h i s s u i t , as ordered by the New Mexico 

O i l Conservation D i v i s i o n , these Defendants would show tha t by the 

express provisions of the March 7, 1967 Operating Agreement between 

Sin c l a i r O i l Corporation and John H. Trigg and wife, Pauline V. 

Trigg, Yates Petroleum Corporation has been duly and timely 

selected as the Operator of the New Mexico o i l and gas properties 

the subject of t h i s proceeding by those e n t i t l e d under the 

provisions of the Operating Agreement t o make such selection, a 

process that was completed i n December, 1991. 
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Without i n anywise waiving the special appearances hereinabove 

set f o r t h , these Defendants would show t h a t , t h i s being an action 

for declaratory judgment, these Defendants are e n t i t l e d t o the 

award of t h e i r reasonable attorneys' fees. 

WHEREFORE, premises considered, i t i s prayed t h i s action be 

dismissed against these named parti e s defendant f o r lack of 

j u r i s d i c t i o n of t h e i r corporate persons and of the subject matter 

of t h i s s u i t , or, i n the a l t e r n a t i v e , without waiving the special 

appearances of these Defendants, because of the f a c t , and the New 

Mexico Order, t h a t Yates Petroleum Corporation i s the duly 

constituted Operator of the o i l and gas leasehold estates i n 

Section 27, Township-18-South, Range-37-East, N.M.P.M., Eddy 

County, New Mexico, from 5,000 feet beneath the surface down to the 

base of the Morrow Formation, and t h a t these p a r t i e s have t h e i r 

costs and reasonable attorneys' fees. 

Respectfully submitted, 

KERR, FITZ-GERALD & KERR, L.L.P. 
P. O. BOX 511 
Midland, Texas 79702 
Telephone No. 915/683-5291 
Telecopier No. 915/683-5257 

WM. MONROE KERR 
State Bar I.D. No. 11347000 

ATTORNEYS FOR DEFENDANTS 
YATES PETROLEUM CORPORATION, 
YATES DRILLING COMPANY AND 
ABO PETROLEUM CORPORATION 
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THE STATE OF TEXAS § 

COUNTY OF MIDLAND § 

BEFORE ME, the undersigned authority, on t h i s day personally 

appeared, WM. MONROE KERR, who, on his oath by me f i r s t duly 

administered, deposed and said: 

The law firm of Kerr, Fitz-Gerald & Kerr, L.L.P., Midland, 

Texas, and I , as a member of that f i r m , have been engaged by 

John H. Trigg and Pauline V. Trigg, as Trustees of the Trigg Family 

Trust, to represent them i n Cause No. A-39,066 i n the D i s t r i c t 

Court of Midland County, Texas, 142nd J u d i c i a l D i s t r i c t , t o make a 

special appearance f o r them t o obtain the dismissal of the case 

against them for want of j u r i s d i c t i o n of t h e i r corporate persons, 

j u r i s d i c t i o n of the subject matter, and otherwise t o present t h e i r 

defenses therein. I know of my own knowledge and inv e s t i g a t i o n 

that Yates Petroleum Corporation, Yates D r i l l i n g Company and Abo 

Petroleum Corporation are New Mexico corporations, have t h e i r 

p r i n c i p a l o f f i c e s and places of business i n A r t e s i a , New Mexico, 

and that none of such corporations are q u a l i f i e d t o do business i n 

the State of Texas. I also know that the subject matter of the 

cite d lawsuit exclusively involves r i g h t s i n lands and in t e r e s t s i n 

o i l , gas and other hydrocarbons i n such lands, a l l of which are 

situated i n Eddy County, New Mexico. Based on my f a c t u a l knowl

edge, study and i n v e s t i g a t i o n , none of Yates Petroleum Corporation, 

Yates D r i l l i n g Company or Abo Petroleum Corporation are amenable to 

process issued by the courts of t h i s State i n the c i t e d case. 

WM. MONROEPKERR 
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SUBSCRIBED AND SWORN TO BEFORE ME on the j.y^ day of June, 

1992, to c e r t i f y which witness my hand and o f f i c i a l seal. 

r * ^ ' * 4 . JOYCE FIELDS • 
j N o n p u b l i c Stare 0 f Texa, j 

CERTIFICATE OF SERVICE 

On t h i s the /> u day of June, 1992, a true and correct copy of 
the above Special Appearance of Yates Petroleum Corporation, Yates 
D r i l l i n g Company, and Abo Petroleum Corporation was placed i n the 
United States Mail, C e r t i f i e d Mail, r e t u r n receipt requested, 
postage prepaid, addressed t o counsel as follows: 

John A. Davis, Esquire 
Kemp, Smith, Duncan & Hammond 
P. 0. Box 2796 
Midland, Texas 79702 

j 

I _^-L--> j, x 
WM. MONROE KERR 

Notary Public i n and f o r 
The State of Texas 

My commission expires: 
, 19 
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( 

NO. A-39066 

CHARLES E. NEARBURG, d/b/a 
NEARBURG EXPLORATION COMPANY § 

§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 

§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 

IN THE DISTRICT COURT 

PLAINTIFF, 

VS. 

JOHN H. TRIGG AND PAULINE V. 
TRIGG, AS TRUSTEES OF THE 
TRIGG FAMILY TRUST, YATES 
PETROLEUM CORPORATION, 
YATES DRILLING COMPANY, 
ABO PETROLEUM CORPORATION, 
MYCO INDUSTRIES, INC., 
H. M. BETTIS, INC., TURNCO 
INC., L. E. OPPERMAN, BETTIS 
BROTHERS, INC., M. CRAIG 
CLARK AND DAVID CROMWELL, 

OF MIDLAND COUNTY, TEXAS 

DEFENDANTS. 142ND JUDICIAL DISTRICT 

ORIGINAL ANSWER OF DEFENDANTS MYCO INDUSTRIES. INC.. 
H. M. BETTIS. INC.. TURNCO INC.. L. E. OPPERMAN. 

BETTIS BROTHERS. INC.. M. CRAIG CLARK AND DAVID CROMWELL 

TO THE HONORABLE JUDGE OF SAID COURT: 

MYCO INDUSTRIES, INC., H. M. BETTIS, INC., TURNCO, INC., L. E. 

OPPERMAN, BETTIS BROTHERS, INC., M. CRAIG CLARK and DAVID CROMWELL, 

some of the defendants i n the above c i t e d and numbered cause, make 

answer t o P l a i n t i f f ' s O r i g i n a l P e t i t i o n t o present t h e i r defenses 

thereto as follows: 

This i s a s u i t i n v o l v i n g i n t e r e s t s i n the o i l and gas 

leasehold estate created by the United States of America covering 

and pertaining t o the North Half (N/2) of Section 27, Township-18-

South, Range-37-East, N.M.P.M., Eddy County, New Mexico, and 

perhaps other neighboring New Mexico lands, which property r i g h t s 

include management and co n t r o l of such properties. The action i s 

a l o c a l action and not a t r a n s i t o r y action that i s w i t h i n the 

exclusive j u r i s d i c t i o n of the State of New Mexico, with respect t o 

1. 

ES'ER DATE 

ass RECEIVED Jl»N f 5 t992 



which the courts of the State of Texas have no subject matter 

j u r i s d i c t i o n . For t h i s reason, the action should be dismissed f o r 

want of j u r i s d i c t i o n of the subject matter. 

2. 

This s u i t as brought by P l a i n t i f f seeks a declaration t h a t 

P l a i n t i f f i s or should be the Operator of the New Mexico o i l and 

gas properties the subject of t h i s s u i t . This issue has twice been 

rendered moot because Yates Petroleum Corporation i s the duly 

constituted operator of the property. After S i n c l a i r O i l Corpora

t i o n , i n November, 1991, assigned i t s undivided one-half (1/2) 

i n t e r e s t i n the leasehold estate i n the North Half (N/2) of said 

Section 27 to P l a i n t i f f , and w i t h i n s i x t y (60) days th e r e a f t e r , the 

owners of the remaining f i f t y percent (50%) i n t e r e s t unanimously 

selected Yates Petroleum Corporation to be the operator of the 

properties. This s e l e c t i o n process conformed to the provisions of 

Paragraph 19 of the March 7, 1967 Operating Agreement made and 

entered i n t o between the S i n c l a i r O i l Corporation and John H. Trigg 

and Pauline V. Trigg. Furthermore, on June 3, 1992, the O i l 

Conservation Division, Energy, Minerals, and Natural Resources 

Department of the State of New Mexico entered i t s order based on an 

A p r i l 30, 1992 hearing i n which P l a i n t i f f f u l l y p a r t i c i p a t e d , t h a t 

Yates Petroleum Corporation be designated as operator of the o i l , 

gas and other hydrocarbons leasehold estate i n the North Half (N/2) 

of said Section 27 from a depth of 5,000 feet beneath the surface 

down t o the base of the Morrow Formation, pursuant t o the terms and 

provisions of the June 3, 1992 Order. These O i l Conservation 

Division proceedings dealt w i t h competing applications f o r 

compulsory pooling and the appointment of the operator, the f i r s t 

of which, Case No. 10467 was f i l e d by Yates Petroleum Corporation, 

and the other of which was l a t e r f i l e d by P l a i n t i f f . Among other 

findings and conclusions of the O i l Conservation D i v i s i o n was that 

under the New Mexico compulsory pooling statutes, i t was i n t h e i r 
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power and was t h e i r duty t o select the best q u a l i f i e d operator, 

which they found t o be Yates Petroleum Corporation. This order i s 

subject to j u d i c i a l review under the statutes of the State of New 

Mexico by New Mexico courts, and none other. Thus, P l a i n t i f f ' s 

cause of action has been rendered moot on two separate grounds. 

Accordingly, t h i s case should be dismissed as moot, as w e l l as 

because of the Court's lack of subject matter j u r i s d i c t i o n . 

3. 

The Court does not have j u r i s d i c t i o n of the persons of several 

of the Defendants who are necessary parties t o t h i s s u i t , namely, 

John H. Trigg and Pauline V. Trigg, as Trustees of the Trigg Family 

Trust, Yates Petroleum Corporation, Yates D r i l l i n g Company, and Abo 

Petroleum Corporation. The only courts that have j u r i s d i c t i o n of 

the subject matter of t h i s s u i t and of the named par t i e s , and the 

power t o obtain j u r i s d i c t i o n of the persons of a l l of the necessary 

p a r t i e s to t h i s s u i t , w i t h i n the concepts of c o n s t i t u t i o n a l l y 

protected due process of law, are courts having t e r r i t o r i a l 

j u r i s d i c t i o n of the State of New Mexico, whose j u r i s d i c t i o n i s 

s u f f i c i e n t t o determine the r i g h t s and issue i n New Mexico r e a l 

property interests, and t o a f f o r d j u d i c i a l review t o action of the 

New Mexico O i l Conservation Division. Thus, a fur t h e r reason i s 

given f o r the Court t o dismiss t h i s action. 

4. 

Except as these Defendants may hereafter admit or s t i p u l a t e , 

each of these Defendants deny a l l of the allegations contained i n 

the P l a i n t i f f ' s O r i g i n a l P e t i t i o n and demand s t r i c t proof thereof. 

5. 

This being a declaratory judgment action, these Defendants are 

e n t i t l e d to recovery of t h e i r reasonable attorneys' fees. 

WHEREFORE, premises considered, i t i s prayed th a t the Court 

dismiss t h i s s u i t on the grounds hereinabove set f o r t h , or, i n the 

a l t e r n a t i v e , that they have f i n a l judgment that P l a i n t i f f take 
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n o t h i n g by t h i s s u i t and t h a t these Defendants have t h e i r c osts and 

a t t o r n e y s ' fees. 

R e s p e c t f u l l y submitted, 

KERR, FITZ-GERALD & KERR, L.L.P. 
P. 0. Box 511 
Midland, Texas 79702 
Telephone No. 915/683-5291 
Telecopier No. 915/683-5257 

By: 
WH. MONROE KERR 
State Bar I.D. No. 11347000 

ATTORNEYS FOR DEFENDANTS 
MYCO INDUSTRIES, INC., H. M. 
BETTIS, INC., TURNCO INC., 
L. E. OPPERMAN, BETTIS 
BROTHERS, INC., M. CRAIG 
CLARK AND DAVID CROMWELL 

On t h i s t he -1-

CERTIFICATE OF SERVICE 

day of June, 199 2, a t r u e and c o r r e c t copy of 
the above O r i g i n a l Answer o f Defendants Myco I n d u s t r i e s , I n c . , 
H. M. B e t t i s , I n c . , Turnco I n c . , L. E. Opperman, B e t t i s B r o t h e r s , 
I n c . , M. Craig Clark and David Cromwell was placed i n t h e United 
States M a i l , C e r t i f i e d M a i l , r e t u r n r e c e i p t requested, postage 
prepa i d , addressed t o counsel as f o l l o w s : 

John A. Davis, Esquire 
Kemp, Smith, Duncan & Hammond 
P. O. Box 2796 
Midland, Texas 79702 

WM. MONROE KERR 
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NO. J r ^, ?„ 

CHARLES E. NEARBURG, d /b /av{l> 
NEARBURG EXPLORATION COMPANY", 

PLAINTIFF, 

vs . 

JOHN H. TRIGG AND PAULINE V. 
TRIGG, AS TRUSTEES OF THE 
TRIGG FAMILY TRUST, YATES 
PETROLEUM CORPORATION, 
YATES DRILLING COMPANY, 
ABO PETROLEUM CORPORATION, 
MYCO INDUSTRIES, INC., 
tH.M. BETTIS, INC. , ̂ TURNCO 
INC., L.E. OPPERMAN, BETTIS 
BROTHERS, INC., M. CRAIG 
CLARK AND DAVID CROMWELL, 

DEFENDANTS. 

OF MIDLAND COUNTY, TEXAS 

JUDICIAL DISTRICT 

ORIGINAL PETITION OF CHARLES E. NEARBURG d/b/a 
NEARBURG EXPLORATION COMPANY 

TO THE HONORABLE JUDGE OF SAID COURT: 

Charles E. Nearburg d/b/a Nearburg Exploration Company 

("Nearburg") f i l e s t h i s h is O r i g i n a l P e t i t i o n against John H. Trigg 

and Pauline V. Trigg, as Trustees of the Trigg Family Trust, Yates 

Petroleum Corporation, Yates D r i l l i n g Company, ABO Petroleum 

Corporation, MYCO Industries, Inc., H.M. B e t t i s , Inc., Turnco inc., 

L.E. opperman, B e t t i s Brothers, i n c . , M. Craig Clark and David 

Cromwell and r e s p e c t f u l l y shows the follo w i n g : 

1. Nearburg i s an i n d i v i d u a l residing i n Dallas County, 

Texas. 
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2. John H. Trigg and Pauline V. Trigg are individuals 

residing i n Chavez County, New Mexico upon whom process may be 

served by registered mail, r e t u r n receipt requested, at P.O. Box 

520, Roswell, New Mexico 88201. 

•73. Yates Petroleum Corporation i s a corporation authorized 

to conduct business i n the State of Texas, upon whom process may be 

served through i t s registered agent f o r service, Donald Logan, 201 

Wall Towers, Midland, Texas 79701. 

4. Yates D r i l l i n g Company i s corporation upon whom process 

may be served by serving i t s registered agent f o r service, S. P. 

Yates, 105 South 4th, Artesia, New Mexico 88210. 

5. ABO Petroleum Corporation i s a corporation upon whom 

process may be served by serving i t s registered agent f o r service, 

John A. Yates, 105 South 4th, Artesia, New Mexico 88201. 

J6. MYCO Industries, Inc. i s a corporation authorized t o 

conduct business i n the State of Texas upon whom process may be 

served through i t s registered agent f o r service, Tom Dyches, 306 

West Wall, Suite 140, Midland, Texas 79701. 

7. H.M. B e t t i s , Inc. i s a corporation authorized t o conduct 

business i n the State of Texas upon whom process may be served 

through i t s registered agent f o r service, H.M. B e t t i s , 505 5th 

Street,.Graham, Texas 26046. 

8. Turnco Inc. i s a corporation authorized t o conduct 

business i n the State of Texas upon whom process may be served 
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through i t s registered agent f o r service, H.M. B e t t i s , 613 3rd 

Street, Graham, Texas. 

• '9. L.E. Opperman i s an i n d i v i d u a l residing i n Midland County 

upon whom process may be served at 500 West Texas, Midland, Texas 

79701. 

"'lO. B e t t i s Brothers, Inc. i s a corporation authorized to 

conduct business i n the State of Texas upon whom process may be 

served through i t s registered agent f o r service, Harry M. B e t t i s , 

Jr., 500 West Texas #830, Midland, Texas 79701. 

* 11. M. Craig Clark i s an i n d i v i d u a l r e s i d i n g i n Midland 

County upon whom process may be served at 310 West Texas Avenue, 

Suite 714, Midland, Texas 79701. 

v- 12. David Cromwell i s an i n d i v i d u a l residing i n Midland 

County upon whom process may be served at 2819 Shandon, Midland, 

Texas 79705. 

13. This Court has j u r i s d i c t i o n of the subject matter and 

parties involved i n t h i s dispute. Venue i s proper i n Midland 

County because t h i s s u i t i s based on a contract which was made and 

performed, i n whole or i n part, i n Midland County. I n the 

al t e r n a t i v e , venue i s proper i n Midland County because one or more 

of the Defendants herein are residents of Midland County. 

FACTUAL STATEMENT 

14. The Trigg Family Trust (the "Trigg Trust") i s a record 

owner of an o i l and gas lease located i n Eddy County, New Mexico. 
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Said lease i s more p a r t i c u l a r l y described as Lease No. NM LC-

060122, covering among other lands the N/2 of Section 27, T-18-5, 

R-27-E, Eddy County, New Mexico, (the "Lease"). John H. Trigg and 

Pauline V. Trigg (the "Triggs") (Predecessors-in-interest i n the 

Lease to the Trigg Trust) executed a Farmout Agreement with 

S i n c l a i r O i l & Gas Corporation ("Sinclair") dated November 4, 1966, 

a true copy of which i s attached hereto as Exhibit "A" (the 

"Farmout Agreement") . The Farmout Agreement provided t h a t S i n c l a i r 

would be assigned a f i f t y percent (50%) i n t e r e s t i n the "operating 

r i g h t s " of the Lease upon i t s completion of a commercially 

producing o i l and gas we l l on the Lease. S i n c l a i r d i d , i n f a c t , 

complete a commercially producing o i l and gas w e l l on the Lease, 

which became known as the Chalk AKH Federal #2 w e l l (the "AKH #2") . 

Si n c l a i r was assigned a f i f t y percent (50%) working i n t e r e s t i n the 

Le£ise, insofar as i t covers the N/2 of Section 27, T-18-5, R-27-E, 

Eddy County, New Mexico, e f f e c t i v e March 26, 1969, pursuant t o the 

terms of the Farmout Agreement. A true copy of said Assignment, 

which i s duly recorded i n Vol. 68, p. 704 of the Miscellaneous 

Records of Eddy County, New Mexico, i s attached hereto as Exhibit 

"B". The Assignment was executed f o r S i n c l a i r by a representative 

of A t l a n t i c R i c h f i e l d Company ("ARCO") which merged with S i n c l a i r 

and acquired a l l of i t s i n t e r e s t s , e f f e c t i v e March 4, 1969. 

15. The Triggs and S i n c l a i r (ARCO) executed an operating 

agreement (the "Operating Agreement") covering the Lease 

contemporaneously w i t h the Assignment evidenced i n Exhibit "B". A 
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true copy of the Operating Agreement i s attached hereto as Exhibit 

"C". Under i t s terms, S i n c l a i r (ARCO) was designated as operator 

of the Lease and the Triggs were designated as non-operators. The 

Operating Agreement was expressly made subject t o the terms and 

conditions of the Farmout Agreement. 

16. ARCO operated the AKH #2 f o r approximately twelve (12) 

years before i t was plugged and abandoned. Prior t o the plugging 

and abandonment of the AKH #2 other wells were d r i l l e d on other 

t r a c t s encompassing the Lease which were commercially producing o i l 

and gas wells. Said wells have produced, and continue t o produce, 

o i l and gas i n commercial q u a n t i t i e s thus perpetuating the Lease. 

17. By Assignment dated November 21, 1992, ARCO assigned a l l 

of i t s f i f t y percent (50%) i n t e r e s t i n the Lease t o Nearburg. A 

true copy of said Assignment, which i s duly recorded i n Vol. 100, 

p. 949 of the "Eddy County records," Eddy County, New Mexico, i s 

attached hereto as Exhibit "D". As transferee of ARCO, Nearburg 

became operator of the Lease pursuant t o the Operating Agreement. 

18. Defendants Yates D r i l l i n g Company, ABO Petroleum 

Corporation, MYCO Industries, Inc., H.M. B e t t i s , Inc., B e t t i s 

Brothers, Inc., Turnco Inc., L.E. Opperman, M. Craig Clark and 

David Cromwell are a l l purported b e n e f i c i a l i n t e r e s t owners i n the 

Trigg Trust's f i f t y percent (50%) record i n t e r e s t i n the Lease. 

Attached hereto as Exhibit "E" i s a schedule of the purported 

b e n e f i c i a l i n t e r e s t owners and t h e i r respective percentages of 

ownership. 
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CAUSE OF ACTION 

19. One or more of the Defendants named herein (the 

"Defendants") dispute the v a l i d i t y of the Operating Agreement and 

deny t h a t Nearburg i s the lawful operator of the Lease. A genuine 

controversy has arisen and now exists between Nearburg and the 

Defendants regarding the v a l i d i t y of the Operating Agreement and 

the i d e n t i t y of the lawful operator of the Lease. This dispute 

concerns a l l persons who purport t o own an i n t e r e s t i n the Lease, 

wh€»ther of record or b e n e f i c i a l l y , and has necessitated t h a t a l l of 

the Defendants be joined i n t h i s s u i t . 

20. Nearburg seeks a declaratory judgment pursuant t o the 

Uniform Declaratory Judgments Act, C i v i l Practice and Remedies Code 

Section 37.001, et. seq., decreeing ( i ) that the Operating 

Agreement i s e f f e c t i v e as between Nearburg and the Defendants, and 

( i i ) t hat Nearburg i s the lawful operator of the Lease pursuant t o 

his a c q u i s i t i o n of the operating r i g h t s i n the Lease from ARCO 

(Exhibit "A") and pursuant t o the terms and conditions of the 

Operating Agreement. 

21. A declaratory judgment w i l l terminate the uncertainty and 

controversy g i v i n g r i s e t o t h i s dispute as to the v a l i d i t y of the 

Operating Agreement and the i d e n t i t y of the law f u l operator of the 

Lease. 

22. Nearburg prays f o r such reasonable and necessary costs 

and attorneys' fees (both t r i a l and appellate) f o r the prosecution 
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of t h i s action as the Court finds j u s t and equitable, pursuant t o 

Texas C i v i l Practice and Remedies Code § 37.009. 

23. A l l conditions precedent t o Nearburg's r i g h t t o the 

r e l i e f requested herein have been performed or have occurred. 

WHEREFORE, Nearburg prays t h a t the Defendants be c i t e d t o 

appear and answer herein; that the Court enter declaratory judgment 

that the Operating Agreement covering the Lease i s e f f e c t i v e as 

between Nearburg and the Defendants and th a t Nearburg i s the lawful 

operator of the Lease as pleaded i n paragraph 6 above; that 

Nearburg be granted j u s t and equitable attorneys' fees (both t r i a l 

and appellate) as pleaded above; t h a t Nearburg be granted costs of 

s u i t ; and t h a t Nearburg be granted such other and fur t h e r r e l i e f , 

at law or i n equity, to which he may be shown l a w f u l l y e n t i t l e d . 

Respectfully submitted, 

KEMP, SMITH, DUNCAN & HAMMOND, P.C. 
400 W. Illinois, Suite 1400 (79701) 
P.O. Drawer 2796 
Midland, Tejfeag^=g7^702-279r6— 
(915) 68^0011 / 
(915)/^87-1734 /(FAX)\ / 

By: 
John A; "Jad" Davis, Jr. 
State/Bar No. 05511400 
J. Rifndy Turner 
State Bar No. 20321500 

Attorneys for PLAINTIFF CHARLES E. 
NEARBURG d/b/a NEARBURG EXPLORATION 
COMPANY 
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WH ACUEKTNT, sad* and entered Into thlt day ef Boweaber, 

1966, by and between JOHK B. TMCO and rAULIKt V. T1ICG. hit wife, whoea 

addraaa ti Foat Office Be* « 0 , Ho w a l l , Hew Kexleo, h t n l u f u t referred 

te a* 'trigs", tnd SI1KXAM OIL 4 CAS COMMIT, whoea addreea 1* rate Office 

Box 1470, Midland, Texa*. hereinafter referred te aa "Sinclair"! 

VRHZAI, Trigs It tha owner and ha Ida r of that cartels Oil and Oaa 

Leaae freai tha On lead Statee ef America to J . T. lonnar aa Leeaea, dated 

April 1, 19*8, bearing 8arial Kuatber LC-06012J, Ineofar aa aald laaaa eoverat 

Tovnahlp 18 South. »an«a 27 laat. M.M.P.M.. Iddy County. Haw Mexico 

Containing 760.00 aeraa, core pr laaa, heralnaftar rafarrad to aa 

"Said Land") and 

WHEBIAt, Trigs'* lntaraot tn aald laaaa ecnretlng Said Land la ot 

will bo aubjaee to an overriding royalty lnteraae of 6.25X ef a l l oi l and 

gaa produced, aavod and narkatad fteaa tna Said Land which la or wil l ba 

owned by tha children of Trigs, (hereinafter eallad "Children'a Override"), 

and; 

VHKBEAI, Sinclair deelrea eo acquire and Trigs eeeirae to faraewt to 

81nelalr oartaln Interoata ln and undar tha above daaertbad laaaa lnaofar 

«« It eovara Said Land, upon tha term* and condition* hereinafter aat forthi 

80V THT.MT0M, for and In conaldaratlon of the preai*** and autuel 

oovananta haraln contained tha partlaa herato agraa aa follow*! <• 

1, filnclalt agrae* to coromence on or befora December W, 1966, the 

drilling of • t«»t w l l for o i l and gaa, hereinafter rafarrad to aa tha 

"Initial T«»t Wall", at a location ln tha SVaJWk of Section 27, Townehip 18 

South, Kange 27 Eaat, N.M.P.M., Eddy County, Hew Mexico, and to dr i l l and 

complete »uch vail on or before ninety (90) day* from data ef comoeneenant, 

with due diligence and ln a good and workmanlike Banner, it tha aole eoet, 

rlik and expenae of Sinclair, to a depth of 9,000 feet from th* turface of 

v i r 1 1 1 1 1 r i i 
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eh* ground *r te • depth *offielent to adequately te*t th* Cteoe formation 

of Pannaylvenlan age, whichever la the laaaar depth, a l l ln the opinion of 

Trigg'a tee-logical department. 

2. Should lino lair ttaely eoaaeace and eeaplete a* a raaaii rr 1 *1 

producer or plug and abandon a* a dry hole tha Initial Teat Well aa pro-

Tided In Paragraph 1 hereof, then Sinclair ahall have the option, but not 

the obligation, for a period ef els (*) Mentha free tha date ef completion 

ef **ld Init ia l Teat Wail eo eetananee tha drilling or deepening of a teat 

well for e l l and gaa, hereinafter referred to aa the "Option Well", at a 

location ef Sinclair'* chelae on Said Land, and te dr i l l and eoaatlate aald 

Option Wall with due diligence end tn a good and workmanlike manner, at th* 

iol« eoat, rlek and expenae of Sinclair, to a depth aufflctent te adequately 

teat the Morrow formation ef ?enneylvenian age, or te a depth euffloient 

to adequately teat the Devonian formation, a l l In the opinion ef fr igs'* 

geological department, aald Option Wall to be drilled and completed within 

ninety (90) day a of comae neataent. 

3. (a) Should Sinclair eoaatlate tha Init ial Teat Well, aa pro* 

Tided la Paragraph I hereof, aa a ve i l capable of producing o i l tnd/or 

gaa ln ceaaeroial euentltlee, Trigg agree* to convey to Sinclair an 

undivided on*-haIf (1/2) lntareat In the operating righta from tha aurfaea 

of tha ground down to and Including one hundred (100) feet below the 

deepeat depth drilled, in, to and under Said t»nd, lubjeet eo It* proportionate 

pare ef the Children'* Override. 

(b) Should Sinclair d r i l l and complete the Option Well, a* 

provided ln Paragraph 2 hereof, aa a well capable of producing el l and/or 

gaa In commercial auantlcia*, Trigg agreaa to convey to Sinclair an undivided 

one-half (1/2) lntareat In the operating right* down to and Including on* 

hundred (100) feet below the deepeet depth drilled. In, to and under Said Land, 

eubjeet to Ita proportionate part of the Children'a Override, provided however, 

ahould Sinclair have earned the right* provided In (*) of thla Paragraph 3, 

than Trigg *h*ll convey an undivided one-half (1/2) Interest ln, to and 

under Said Land* froa tha depth of the righta conveyed under (a) of thla 

Paragraph 3, down to and Including one hundred (100) feat below the deepaet 

depth drilled ln th* Option Wall. 



a. After completion «f th* Init ia l Taat Vail , whether aa a producer 

• r dry hoi*, Sinclair, *t le* alaction, (hall either (a) conduct continuous 

drilling operatlone on the remainder of laid Land with not more than one 

hundred twenty (120) day* elapalng between the completion of a well, 

whether- aa a producer or dry hole, and th* commencement ef actual drilling 

of tha next tucceedlng well until Sinclair ahall hare drilled one well to 

each *t*nd*rd tpaclng or proration unle fixed by any *p*cl*l field rulea 

promulgated by tha Hew Mexico Oi l Coneervetlaa Commltalon, or le the abeance 

ef auch rule*, one well to each 160 acre cove roseate 1 quarter aeeelem in 

Said L*nd| each «ueh addition*! vei l eo be drilled and eomploeed within 

ninety (90) day* from commencement thereof, or (b) turrender and re leaae to 

Trie* a l l of Said Land except each tract a* defined la (a) ef thla Paragraph 4, 

upon which a producing well h*e been completed, warranting eama to be free 

and clear ot a l l llena, obllgaeione or encoabrancee auffered by Sinclair. 

Al l other prorlaloe* applicable te the Ini t ia l Taat Wall ahall be equally 

applicable to eaeh additional well . Pallor* of Sinclair te conduct eontlnuou* 

drilling operation* a* herein provided ahall not preclude Sinclair from 

axerclelng eh* option granted under Paragraph 2 eo dri l l the Option Vei l . 

5. Should any well required or permitted under Chi* Pa name Agree

ment be loit or Junked through ne negligence or eerale**n**a ef gInelair, 

or tt* agenta or empleyeee, or I f ln the drilling ef *ueh well*, grenlt* or 

other practically Impenetrable aobatanca or condition la encountered rendering 

further drilling Impractical according to the atandarda of the Immediate area 

or field, then and ln either of *ueh event*, and within thirty (30) daya from 

tha data auch wall la lo at or junked or abandoned on encountering auch 

practically 1 open*treble (ubatance or condition, Sinclair may, at I t* 

•lection and without penalty, commence tha drilling of * tubetitute well at 

a location of Sinclair'* choice on the aama quertar-quartar aeotlon ef Said 

Land, provided, however, *uch location *hall confer* to and comply with the 

rule* and reguletlone of the Mew Mexico Oil Conservation Conaleelon, and «uch 

•ubstltut* wall, ln order to qualify ea a eubetltut* wall, ahall be drilled 

and completed ln th* earn*-manner a* herein specified for the veil *o loit, 

junked or abandoned, and aa te a l l of which tha deelalon of Trigg'* C*ologic*l 
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Department shall ha oooelutlve. Should llaclalr timely « M M N and 

diligently complete auch a eobatitute well pursuant ta tha tana ef thla 

paragraph, than in aaah event It ahall ha eoneidered for a l l purpeaee 

hereof that tha va i l for vhleh lt la a substitute «aa commenced, drtlled 

•ad completed within tha time, to tha depth, and in tht manner presided 

there for. 

6. Tha partlea hereto agree that the location ef the In i t i a l Teat 

Veil , at provided in Paragraph 1 hereof, haa been aelecced by Sinclair te 

provide Trigg with a tarried f ifty (501) per eent working lotareet in eald 

In i t ia l Teat Veil eompleted into the tonka free ef a l l teat anal expense te 

Trlggi then Id tha law Mexico Oi l Coneerratioe Coamiaalen eaeabllah epeelal 

field rules providing for MO aere (pacing or proration unite, Sinclair and 

Trigg'• working lntareat la the In i t ia l Teat Valt would be reduced pre* 

pertlonatelyi In aueh event, at Sinclair'* tola coat and expense, Slneleir 

agreea to carry Trigg in eha drilling ef a eubaeouene well on Said tend 

la lection 12, to the extent of the dlffaranea between Trigg'a working 

lntareat la the In i t ia l Teat Veil and fifty (501) per cent. I f glmcUir 

electa not te dr i l l auch additional well within tha time epcclfled in 

Paragraph 4 ( 0 , the prevlelone ef Paragraph 4(b) hereof wil l apply. 

7. I t i t agreed between the pertle* hereto that open conveyance «.« 

the operating righta earned by the performance of tbe obllgatleao aet forth 

herein a l l aubaeeuent operattone on Said Lend will be conducted lu accordance 

with the terua ef the form ef Joint Operating Agreement attached hereto and 

marked exhibit "A"; and that at aueh time aa Sinclair ahall have earned Ite 

lntareat la Said Land a l l partlea hereto ahall property execute aald joint 

Operating Agreement, 

I , trlgg wltl make a bone fide effort (with ne penalty or l iability 

for overnight ln thla connection) te pay a l l rantala ar minimum royalty 

becoming due after tha data of thla Farmout Agreement under the terma 

Of the above daeerlbad leaae, lnaofar aa It cover# Said Landj and Sinclair 

thall reimburse Trlgg for one-half (1/2) of auch rente le or minimum royalty 

within thirty (30) day* after receipt of Trlgg'* Invoice therefor, 

9. Sinclair agrees to Veep Trlgg't leasehold lntereat free from 

Ittae, encumbrances and claim* created by, through or under Sinclair and 
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that Sinclair, i t i contractor or •uheentTtttor ahall tarry inautanoa with 

•atlafaetery companies and of auffielont coverage to lniura against tha 

rlaka apaolflad ln Paragraph 26 of Kxhiblt "A" attached harato. 

10. Sinclair ahall allow tha repraeontatlvea and duly authorised 

agente of Trlgg te have eeeaae te Said Land, aa wall aa the derrick floor 

of any wall or walla drilled pureuent to thla Pa moat Agreeaent, at a«y and 

a l l tlmao during tha dril l ing, completing, reworking and/or ewerating of 

any aueh well or we l ie , and ahall furnleh trlgg with any and a l l lafermetleo 

available pertaining to the drilling, completing, reworking end/or operation 

ef any aueh well. Including but net limited tot 

(a) Ono oepy ef a l l reports pertaining te the drilling of any 

auch well filed by Sinclair with any governmental authority, such reports 

to be delivered to Trlgg at the aama time such reports are filed with aueh 

governmental authority} 

(b) Copies of dally drilling roperta showing the atatua, progress 

and ehangaa In formation encountered in the drilling of eny such well, and 

oomplete results of directional electric, crooked or strelght hole surveya, 

•ore enalyaea and any and a l l other tests or surveys made in conneetlen 

with such well) 

(e) A full set ef eample cnttlngc from any aueh well, te be 

delivered to tbe Mew Mexico Oil 8coota Assoclstlon, Inc . , 113 Mertn Coleman, 

Xobba, Maw Mexico, ne later than fifteen (IS) days after the completion or 

plugging of such wellj 

(d) Duel Induetlon-Laeereleg end Camma-gay-Soeic lega er 

equivalent lege ehell be made and two prlnta and one reproducible eepla 

copy thereof ahall be furnished Triggt 

(e) In the event e ahewlng of e l l or gas la encountered at any 

depth or upon encountering a proapectlve e l l or gaa cone et any depth in 

auch wall, Sinclair ehall give Trigg reasonable notice thereof in sufficient 

t iaa to have a representative present when such tone is tested or cored, 

and i f , ln Trigg's opinion lt Is Justified, any showing of o i l or gaa ahall 

be adequately tested i n * prudent manner In accordance with good o i l f i e ld 

practices) 

5-



(f) Alt nottCM herein required shall be (Ivan to Trigs or any 

of h l i employees at Post Office Box 520, Xoovell, He* Mexico, telephone 

number 623-3140 if given during norma I working hours or i f given on veekende 

or after regular working hour* to Mr. G. I . Harrington, Geologist, se Roswell, 

Rev Mexico, telephone number 623-3415. 

11. In connection with the performance of work under thla agreement, 

Sinclair agreee to comply with a l l of the provleleoa of Section 301 (1) eo 

(7), Inclusive, of Sxecutlva Order 10925 (28 F . t . 6485), which ere hereby 

incorporated by reference ln thla agreement. 

12. I t la understood thst thla agreement and eha ebllgatlena here

under are peraonel and not aaelgnable by Sinclair without Trigg's expressed 

consent ln writing and that aald ebllgatlena are severs1 and net joint and 

nothing herein contained shall constitute or be construed te constitute a 

partnership, either genarsl or mining, as between Sinclair and Trlgg, 

13. (a) I t la understood that i f Sinclair faila to comply with 

the terme and provialona of thla contract with reapeet to the commence

ment, drilling end completion of the wells herein provided for, Trlgg, 

ln addition to eny other relief te which it may ba entitled, may demand 

surrender and re leaae ef tbe internet tranaferred herein ef a l l ef Said 

tend except each tract aa defined in (e) of Paragraph 4.hereof, ope* 

which a producing wall has baen completed, and Sinclair ahall thereupon 

execute end deliver to Trigg an appropriate recordable instrument 

warranting the Intareet so surrendered and released to be free and elear 

of a l l liens, ebllgatlena or encumbrencas Buffered by Sinclair, 

(b) Open breach of any ef the terns and conditions hereof by 

Sinclair, (other than failure to comply with reapeet to commencement, 

drilling and completion of the voile aa herein provided), Trlgg shell notify 

Sinclair ln writing alleging speelflcslly the respects ln which Trlgg con

siders Sinclair haa failed to comply, and Sinclair shall have thirty (30) 

daya after the mailing of such notice by Trlgg within which to remedy such 

default so alleged by Trlgg. In the event Sinclair haa not cured said 

default within auch time, Trigg may at Its option, terminate thla agreement 

whereby any rights hereunder, wi l l revert to Trlgg, except aa to aaeh tract 

aa defined ln (e) of Paragraph 4 hereof upon whleb a producing wall haa 

been completed. 



Th- terme «f this i i r i n m t shall hind th. partlea hereto end ahall 

inure te the benefit of their respective heirs, devisees, successors end 

ssslgae. 

Ill VTTHEgg VnmOT, this Instrument Is executed on the day end veer 

f irst hereinabove written. 

Fcuiln* v, Trlgg 

SIRCLAX1 OIL & CAS COMPART A»M0V 

it 
run or m KEXIOO I 

I aa. 
COOeTTT OP CUVES ] 

Tbe foregoing Instrument vat acknowledged before ae thle <f $ day 

of Roveaber, 1966, by JOHX R, TMOC and PAOLIHX » 4 TRICO, hie wife. 

Hy QOamlaelon Explri 

STATE 07 TEXAS 

coram or MIDLAND 

Rotary Public 

1 

I 
I at. 
I 

.sP*—-

The foregoing lnstruswnt wes acknowledged before ae this / p day 

of Hovember, 1966, by R. M, K0BDI8R, Ylce President of Sinclair Oil & Oea 

Company, a Maine corporation, on behalf ef tald corporation. 

' R o t a r r Public 
Commission Kxplroet 
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EXHIBIT "A" 
TO FARMOUT AOSKEMEWJ* BT AMD BETWEEN 

JOHN H. TflCC and PAULINE V. TK1M and HNCLAlTi OIL & GAS COMPANY 

MODEL FORM OPERATING AGREEMENT—1956 
K«-Feclfral Landi 

OPERATING AGREEMENT 

DATED 

19-

FOR UNIT AREA IN TOVNSH1P lLlwtfh . RANGE _27..EaaJ^-». 

IDPT COUNTY, STATE OF KSLHWICQ 

r u N M end «er Sol* W 

ROSS-MARTIN CO. 

Bern SOO 
TutfO, Olilonome 

FoimelO 



OPERATING AGREEMENT 

THIS AGREEMENT, entered into thlt day nf U , between 

SINCLAIR OIL & OAS„_CQMfAJg 
hereafter designated as "Operator", and the signatory partial ether then Operator. 

WITNESSETH, THAT: 

WHEREAS, the pertiee to this agreement are owners ot oil and gas leasee covering and. if ao Indicated, 

unleased mineral Interests In the tracts of land described In Exhibit "A", and all parties have reached an 

agreement to explore end develop these less** snd Interests for oil and fas to the extent and a* hereinafter 

provided: 

NOW. THEREFORE, it is agreed a* follows: 

1. DEFINITIONS 

As used tn this agreement, the following words snd terms shall have the meanings here ascribed te 

them. 

(1) The wordi "party" and "parties" shsll slwsys mean s party, or partlea, to this agreement. 

(2) The parties to this agreement shall always be referred to at "it" or "they", whether tha parties be cor-

porate bodies, partnerships, associations, or persons reel. 

(1) The term "oil and gas" shall include oil, fas. casinghsad set, fa* condensate, and all other liquid or gase-

oui hydrocarbons, unless an Intent to limit the lnclustveness of this term is specifically stated. 

(4) The term "oil and gas Interests" shall mean unleased fee end mineral interests ln tract* ot land tying 

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

(B) Tha term "Unit Area" shall refer to and Include all of the lands, oil and gas leasehold Interests and oil 

and (as interest* intended lo be developed and operated for oil and gas purposes under this agreement. 

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

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

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

unit shsll be the drilling unit es established by the pattern of drilling In the Unit Area or as fixed by **-

press sgreement of the partlea. 

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

in the contract 

{») The words "equipment" snd "materials'' a* used here are synonymous and shall mean and Include all 

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

t, qiTLB EXAMINATION! LOSS OP LEASES AND OIL AND GAS INTERESTS 

Ai Title D*«IIIIII»II»III 

Bash pasty ether thaw Operate* ehall eeemetly submit ts Q» > abstrette eeeilfied f u n ht*>wl»«>pr 

recent date, together with all title papers in its possession covering leasts and oil and gas Interests wjjMflt is 

subjecting to this contract. All of these abstracts and title record* shall be examined for th* bepeflfof all par. 

ties by Operator's attorneys. 

Operator shall promptly submit abstracts certified from beginning to recenvoate, together with all title 

paper* in its possession covering leases snd oil and gas interests which IL^subJectlng to this sgreement, to 

_ *r for examination by the letter's 

attorney for the benefit of all partlea. 

All title examinations shall be msde without dxfge. Each examining attorney shsll prepare e com-

plate title report on each separate tract based>i{Son the abstract record and title papers submitted to him. Eaoh 

title report shsll contain a list of fee owpefs and Ihelr Interests, shall state the attorney's opinion concerning 

validity of their interests, snd ih^fcontsin an enumeration snd description of title defects. If any, a report up. 

on mortgages, taxes, pend>rg lults, and judgments, snd unreleaied oil and gat testes, and a list of require, 

menta. If any, uponvrfWch the examiner's approval of title to the lease or oil and gas Interest Is contingent. The 

titl* reporter*!! also contain a specific description ot the oil and gas teste being subjected to this contract, 

wlth^etatement ot its form, term (which will be latisfactory if It has a primary term expiring not sooner 
K f f i i a . . — — — i 1 , « » « « . . » > m l I I I I . I U . « U t M « « l r . i . l . l I . . . i I I . I i n i • I l n ' l I . [ f 
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HBf&fll tlO !".VT".'.'"-^. 

eblige tiaws aw* tl M I I I H ptyiUy, ssvmewlt, una ethep ppceial Wrfewii cup} ut leili llllc upinlnii, 

of each supplemental opinion, and of all final opinion!, (hell be tent promptly to each party. The opnfon of 

the examining attorney concerning the validity of the title to each oil and gal Interest and tact̂ Masa. and the 

amount of Interest covered thereby shall be binding and conclusive on the parties, buttle: acceptability of 

leases at to primary term, royalty provisions, drilling obligations, and special bysdens. shall be a matter for 

approval and acceptance by an authorised representative of each party. 

All title examinations shall be made, and title reports submisreoTwithin s period of days after the 

submission of abstracts and title papers. Each party sh^Vfn good faith, try to satisfy the requirements of the 

exsmining attorneys concerning lu leaaei and inter*ef*7and each shall have a period of days from 

receipt of title report for this purpose. If ttu>*CTtIe to any lease, or oil and gas Interest, is finslly rejected by 

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

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

panies refute to weive^lMidefectt, this agreement ahall, in that ease, be terminated and abandoned, and all 

' abstracts and UlUj t fan shall be relumed to their senders. If all title* are approved by the examining st

torneys, oraeeaccepted by all parties, and if all leases are accepted at to primary terms, royalty provisions, 

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

etwin»di*t*lwi and the paetle* ahall p d ts thai* pteftwwaete at Ihty see Imiimllw stated. 

B. raihar* ef Till*: 

After sll titles sr* approved or accepted, any defects of title that may develop shall be the Joint re

sponsibility of all parties snd, if a title loss occurs, lt shall be the loss ef all parti**, with each bearing Its pro

portionate part of th* loss end ot any liabilities incurred in the loss. If such a loss occurs, there shall be no 

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

C Lets ef Lease* for Other Tbaa Title Pallurei 

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

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

term and not be renewed or extended, the loss ahall not be considered • failure of title and all such lose** shall 

be joint losses snd shsll be borne by sll psrtiss in proportion to their interests and there thai) be no readjust

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

1. UNLEASED OIL AND OAS INTERESTS 

If any party ewna an unleaaed oil and gas interest In th* Unit Area, that Interest shall be treated for 

the purpose of this agreement as If It were s leased Interest under the form ot oil and gas lease ettaehed as 

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

production as prescribed In th* form of oil and gss leas* attached hereto as Exhibit "B". Such party shall, 

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

the lessee interest. 

». INTERESTS OP PARTIES 

Exhibit "A" lists all of the parlies, and their respective percentage or fractional Interests under «hl» 

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

tract shsll be borne and paid, and all equipment and material acquired in operations on the Unit Area thill be 
f a c t i o n 2 

owned, by the parties at their interest! »r» given in Exhibit "A"./All production of oil and gat from the 

Unit Area, subject to the payment of lessor's royalties, shsll also be owned by the parties in the tame manner. 
—a— 
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If any oil and f u laaie covered by this agreement i( subject to an overriding royalty, production pay 

ment, or other chart* over and above the uaual one-eighth (Vi) royalty, the party contributing that leaae ahall 

atiume and alone bear all tuch excess obligations and shall account for them lo the owners thereof out of its 

•hare of the working Interest production of the Unit Ares. 

». OPERATOR OP UNIT 

S inc la ir O i l » Gas Company i h , n ^ ^ operator of 

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

«. EMPLOYEES 

The number ot employees and their selection, and the hours of labor and the compenaetion for aervices 
performed, shall be determined by Operstor. All employees shall be the employees of Operator. 

7. TEST WELL 

On or before th* day of - IP , Operator ahall commence the drill' 
Ing ol a well for oil and g*s in the following location: 

NONE 

and shall thereafter continue the drilling of the well with due diligence to 

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

agr** to complete tbe well st a leaser depth. 

Operator shall make reasonable testa ot all formations encountered during drilling which give Indica

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

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

formation or formations to which this agreement may apply. 

It ln Operator's judgment the well will not produce oil ot gas In paying quantities, and It wishes to 

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

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

I. COSTS AND EXPENSES 

Except SJ herein otherwise specifically provided, Operstor shsll promptly psy snd discharge all costs 

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

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

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

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

tha body of this agreement shall prevaiL 

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

partlea payment in advance of their respective sharea ot tha estimated amount of the costs to be Incurred In 

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

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

of. Each such statement and invoice tor the payment ln advance ot estimated costs shsll be submitted on or 

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

such estlmste within fifteen (IS) days after such estimate and Invoice is received. If any party falls to pay its 

share of said estimate within said time, the amount due shall bear interest at the rate ofS^feiitfeSJfiS^eSr*" 

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

that each party shall bear and pay its proportionate share of actual coats Incurred, and no more. 
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». OPERATOR'S URN 

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

in each party's interest tn oil and (ss produced snd the proceeds thereof, and upon each party's Interest in ma

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

In the event any party (silt to pay any amount owing by it to Operator ss its share of such costs and 

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

other existing remedies, it authorised, at its election, te collect from the purchaser or purchasers of oil or taa. 

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

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

as to the amount owing by such party. 

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

of th* cost and expense ot development and operation when due, the other non-operating parti** and Operator, 

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

to the payment of tueh delinquent Indebtedness and th* non-operating parties so contributing shall be entitled 

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

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

en behalf of the non-operating parti** under the lien conferred above, the amount or amounts so paid or re

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

tionately in accordance with the contributions theretofore made by them. 

1*. TERM OF AGREEMENT 

This agreement shall remain In full force and effect for as long ss any of tha oil and gas leaae* subjected 

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

Untion, renewal or otherwise; provided, however, that In the event the first wall drilled hereunder results In 

t dry hole and no other well It producing oil or gas in paying quantities from the Unit Area, then at the end 

of ninety (»0) days after abandonment of the tint test well, this agreement shsll terminate uniess on* or 

mer* of the parties sre then engaged In drilling * well or wells pursuant to Section 11 hereof, or ell parties 

have iireed to drill an additional well or wells under thlt agreement, in which event this sgreement ahall eon. 

tlnu* in force until such well or walls shsll hav* been drilled and completed. 1/ production result* there, 

from this agreement shall continue In force thereafter at if aald first test well had been productive in paying 

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

at the end of ninety (00) d«y» sfter abandonment ot such well or wells. It Is sgreed. however, th*t th* term

ination of this agreement shall not relieve sny psrty hereto from any liability which haa secroed or attached 

prior to the date of such termination, 

11. LIMITATION ON EXPENDITURES 

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

pressly provided for In thla agreement and except any well drilled pursuant to the provisions of Section IS 

ot this sgreement, it being understood that the consent to the drilling of a well shall Include consent to all 

necessary expenditures In the drilling, testing, completing,* and equipping of the well. Including necessary 

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

deepened pursuant to the provision* ot Section 11 of thla agreement, it being understood that the consent to 

the reworking, plugging back or deepening ot a well shall include consent to ill ntcessary expenditures in 

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

age; (C) Operator shall not undertake any tingle project reasonably ettimated to require an expenditure In 
excess at P < v T h f m a a n d . . . . . . . . . . . W V i l l . r . ( | _ J ^ f l O i L f i f l _ _ ) 

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

viously authorized by or pursuant to this sgreement: provided, however, that in case ot explosion, tire, flood, 

or other sudden emergency, whether of the same or different nature. Operator msy take tuch slept and Incur 

such expenset as In Its opinion sre required to deal with the emergency and to lifeguard life and property, 

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

request, furnish copies of its "Authority for Expenditures" for any tingle project costing In ex* 

ecu of t2,S00.0O 

* See Section 30(e) for additional provision. 



lt. OPERATIONS BY LESS THAN ALL PARTIES 

If ell the parties cannot mutually agree upon th* drilling of any wall on th* Unit Area other than th* 

tett weil provided for In Section 7, or upon the reworking, deepening or plugging back of a dry hole drilled 

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

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

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

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

Ing such a notice shall have thirty (30) days (except aa to reworking, plugging beck or drilling deeper, where 

* drilling rig iŝ on̂  taxation, the period ahall be limited to forty-eight (48) hours exclusive ef Saturday or Sun

day )/after Receipt of tne notice within which to notify the parti** wishing to do th* work whether they elect 

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

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

proposed operation. 

If any party receiving such a notice tied* net to participate in th* proposed operation (auch party or 

parties being hereafter referred to as "Non-Consenting Party"), than in order to be entitled to tha benefit* 

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

operation (all tuch parties being hereafter referred te a* the "Consenting Partiea") shall, within thirty (10) 

d»ys aftsr the expiration of th* notice period of thirty (SO) days (or as promptly as possible after the expir

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

on the proposed operation and complete It with due diligence. 

The entire cost and risk of conducting tuch operations shall be borne by the Consenting Parties In th* 

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

Parties. Consenting Parties shsll keep the leasehold estates Involved In such operations free and clear ef all 

liens and encumbrances of every kind created by or arising from the operation* of th* Consenting Partis*. Ir 

such an operation results in a dry hole, the Consenting Parties ahall plug and abandon the well at their sol* 

coat, risk snd expense. If any well drilled, reworked, deepened or plugged back under th* provisions of thla 

section results In • producer of oil and'or gaa In paying quantitlea. the Consenting Parties shall complete and 

equip the well to produce at their sol* cost and risk, and the well shsll then b* turned over to Operator and 

shall be operated by lt st the expense and for the account of the Contenting Parties. Upon commencement ot 

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

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

quished to Consenting Psrtles, snd the Consenting Parties shall own and be entitled to receive. In proportion 

to their respective Interests, all of such Non-Consenting Party's interest In the well. Its leasehold operating 

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

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

from such wall accruing with respect to such interest until It reverts) shall equal the total ot tha following: 

(A) 100% of eaeh such Non-Consenting Ptrty't share of the cost of any newly acquired surface equipment 

beyond the wellhead connections (Including, but not limited to, stock tsnks, separators, treaters, 

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

operation of Ihe well commencing with first production and continuing until each such Non.Conaenting 

Party's relinquished interett shsll revert to It under other provitiont of this section, it being agreed that 

eaeh Non-Contenting Party's there of tuch cotts and equipment will be that interest which would have 

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

the operation; and 

(B) 200% of that portion of the costs and expenses of drilling, reworking, deepening or plugging back, 

ttttlng snd completing, after deducting any cash contributions received under Section 14, and 200% 

of that portion of the co«t of newly acquired equipment In th* well (to and including Ihe wellhead 

connections), which would have been chargeable lo tuch Non-Contenting Party If It had participated 

therein. 

— 8 — 



In th* C*M ef any reworking-, plugging tack or deeper drilling operation, the Consenting; Parties shsll 

he permitted to ui«, free of cost, al! casing, tubing snd other equipment in the well, but the ownership of sll 

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

back or deeper drilling, the Consenting Parties shsll account for sll such equipment to the owners thereof, 

with each psrty receiving its proportionate part In kind or in value. 

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

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

the equipment in and connected to the well, snd an Itemised statement of the coat of drilling, deepening, 

plugging back, testing, computing, and equipping th* well for production: or, at its option, Ute operating 

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

billing*. Bach month thereafter, during the time the Consenting Parties ar* being reimbursed as provided 

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

costs and liabilities Incurred in the operation of the well, together with a sUiement of th* quantity ot oil 

and gas produced from It and th* amount of proceeds realized from the sale ot th* well's srorking interest 

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

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

sen ting Party had it participated therein shall be credited against the total unretumed costs of the work done 

and ot the equipment purchased, in determining when the Interest of such Non-Consenting Psrty shall revert 

to It as above provided: if there 1* a credit balance it shall be paid to such Non-Consenting Party. 

It and when the Consenting Parties recover from * Non-Consenting Party's relinquished Interest the 

•mounts provided for above, the relinquished Interests of such Non-Contenting Party shall automatically 

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

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

and the production therefrom as auch Non-Consenting Party would have owned bad It participated in the 

drilling, reworking, deepening or plugging beck ot said well. Thereafter, tuch Non-Consenting Party shall be 

charged with and shall pay Its proportionate part of th* further costs ot the operation of aald well in accord' 

anc* with the terms ot this agreement and the accounting procedure schedule, exhibit " C , attached hereto. 

Notwithstanding th* provisions of this Section It, It Is agreed that without Ihe mutual consent ot all 

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

where on the Unit Ares Is producing, unless such well conforms to 

*JOTnaxx*JxeeMxS»ajDte by the governraantal agency having jurisdiction. 
Th* provisions of this section shall have no sppllcstlon whatsoever to the drilling of the initial lest 

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

attar lt ha* been drilled to the depth specified In Section t, if It Is, or thereafter shall prove to be, a dry 

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

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

the initial test well. 

IS. RIGHT TO TAKE PRODUCTION IN KIND 

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

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

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

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

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

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

share of the production shell be borne by such party. 

Each party shall execute all division orders and contract! of sale pertaining to Its Interest In produc
tion from the Unit Are*, and shall be entitled to receive payment direct from tha purchaser or purchasers 
thereof for its share ef alt production. 



In ihe event any party thai) fall to make the arrangement! necersary to take In kind or separately 

dispose or its proportionate ihare or the oil and get produced from the Unit Area, Operator shsll have the 

right, subject te revocation at will by the party owning it. but not the obligation, to purchase such oil and 

gas or sell It to others for the time being, et not less than the market price prevailing in the ere*, which 

shsll In no event be less than the price which Operator receives for its portion of the oil snd gaa produced 

from the Unit Area. Any such purchase or sale by Operator shall be subject always to the right of the 

owner of the production to exercise at any time its right to take in kind, or separately dispose of, Its share of 

all oil and gas not previously delivered to a purchaser. Notwithstanding the foregoing. Operator shell not 

make a sale Into interstate commerce of any other party's share of gas production without drat glvMgXiaaeh 

etfteecxaaiurxxxcxjtxp^ obtaining aueh ether party's written consent 

14. ACCESS TO UNIT AREA 

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

observe operations, and ahall have access at reasonable tlmea to Information pertaining to the development 

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

furnish each of the other partlea with copies of all drilling reports, well logs, tank tables, dally gauge end 

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

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

I I . DRILLING CONTRACTS 

All wells drilled on the Unit Area ahall be drilled on a competitive contract basis at th* usual rates 

prevailing in th* area. Operator, If lt so desires, may employ its own tools and equipment In tha drilling 

ot wells, but IU charges therefor shall not exceed the prevailing rates In the field, and the rat* of such 

charge* shall be agreed upon by the parties in writing before drilling operations sre commenced, and auch 

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

in the field In contracts of Independent contractors who are doing work of t similar nature. 

I I . ABANDONMENT OP WELLS 

No well, other than any well which ha* been drilled or reworked pursu»nt to Section 11 hereof for 

which the Contenting Psrtiss have not been fully reimbursed ss therein provided, which has been com

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

If sll parties do not sgree to the abandonment of any well, those wlthing to continue lu operation ahall tender 

to e«ch of the other parties iU proportionate share of th* value of th* well's salvsble material and equip

ment, determined in accordance with the provisions of Exhibit "C", leu the eslimsted cost of salvaging and 

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

abandoning partiea, without warranty, express or implied, as to title or s* to qusntity, qusllty, or fitness for use 

of the equipment and material, all of lu interest in th* well snd Its equipment, together with ite Interest In 

the leasehold estete as to, but only as to, th* interval or intervals ot the formation or formation* th*n op*n 

to production. Th* asslgnmenU to limited shall encompass the "drilling unit" upon which th* well Is located. 

The paymenU by, and the asslgnmenU to, the attlgnees shall be In a ratio bated upon the relationship ot 

their respective percenUges of participation In the Unit Area to the aggregate of the percentage* or partici

pation tn the Untt Area of all assignees. There ihall be no readjuitment of Interest In the remaining portion 

of the Unit Area. ^ 

After the attignment, the assignor! shall have no further retponiibillly, liability, or Interest in the 

operation of or production from the well In the Interval or tntervati then open. Upon request of the aaslgneea. 

Operator thall continue to operate th* assigned well for the account of the non-abandoning parties at the 

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

th* result of the separate ownership of th* assigned well. 



17. DELAY RENTALS AND SHUT-IN WELL PAYMENTS 

Each party ihall pay all delay rentali and ihut-in well payments which may be required under the 

terms of Its lease or leant and submit evidence ot each payment to the other parties at leaat ten (10) days 

prior to the payment date. The paying party shall be reimbursed by Operator for 100% of any tuch delay 

rental payment and 100% of any such shut-in well payment. The amount of such reimbursement shall be 

charged by Operator to th* Joint account of the parties and treated in all respects the tame aa costs incurred 

in the development and operation of the Unit Area. Each party responsible for such payments ahall diligently 

attempt to make proper payment, but shsll not be held liable to the other parties in damage* for the loss of 

any leaae or Interest therein if, through mistake or oversight, any rental or shut-in well payment la not paid 

or is erroneously paid. Tht loss of any l**s* or Interest therein which result* from a failure to pay or an er

roneous payment of rente] or shut-In well payment shall be a Joint loaa and there shall be no readjustment of 

interests in tha remaining portion of the Unit Area, If any party secures * new leaae covering the terminated 

interest, such acquisition shall be subject to the provisions of Paragraph 13 of this agreement. 

Operator shall promptly notify each other party hereto of th* date on which any gas wall located on 

th* Unit A m is shut in and the reason therefor. 

I I . PREFERENTIAL RIGHT TO PURCHASE 

» Should any *!*«)• dsnie* >e sell ell ea any piss ef Us Interim under this ism-eWi tr lit eight* »ni imp 

tereats in the Unit Area, it ihall promptly give written notice to the other parties, with full iniorajrrfcjrfcon-

earning ila proposed ssle, which shell Include the name and addres* of the pro*p*etiveBUftrte**r (who must 

be ready, willing and able to purchase), the purchase price, and all other terms_j>r-rneotfer. The other parti** 

shall than have an optional prior right, for a period of ten (10) dajt̂ -errter receipt of the notice, to purchase 

on th* tarn* term* and conditions th* Interest which theoiberfarty propoeee to sell: and, if this optional right 

is exercised, the purchasing parti** shsll sharstb^p^rehased Interest in the proportions that tha interest of 

each bear* to the total Interest of aUpufrAsuiing parti**. However, there shall be no preferential right to pur

chase in those case* wrwreaiurparty wishes to mortgage Ite Interest*, or to dispose of its interest* by merger, 

reorganization, corjiertfaatlon, or sale of all of iU asseU, or a sal* or transfer of its Interests to a subsidiary or 

parantoojeipany, or tubtldisry of a parent company, or to any company In which any on* party own* a mt-

terfitysf tht itithi 

Should a salt be made by Operator of Its righu and interests, th* other ptrtie* ahall have the right 

within sixty (00) days after the date of such sale, by majority vote in Interest, to select s new Operator. If 

a new Operator Is not so selected, th* transfer** of the present Operstor shall assume the duties of and act as 

Operator. In either case, th* retiring Operator shall continue to serve ss Operator, and discharge iu duties 

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

present Operstor ihall not be obligated to continue the performance of It* duties for more than ltd days atter 

th* sal* of It* righu and intereau has been computed. 

— I — 
"Joint Loss" 



M. MAINTENANCE OF UNIT OWNERSHIP 

Tor the purpoiB of maintaining uniformity of ownership in the nil end gat leatehold Interests covered by 

this contract, snd notwithstsndlnf sny other provisions to the contrery, no psrty shell sell, encumber, transler 

or mtke other disposition of Its Interest ln the letset embraced within the Untt Are* end ln wells, equipment 

end production unless such disposition covers either; 

(1) the entire Interest of the psrty tn sll leases and equipment and production; or 

(J) an equal undivided interest ln sll leases snd equipment and production in the Unit Area. 

Every such sale, encumbrance, transfer or other disposition msde by sny party shsll be made expressly with aBeumptlon of obligations hereunder ln writing by assignee, 
subject lo this agreement/and shall be made without prejudice to the rights ot thJr other partiea. 

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

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

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

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

the scope of the operations embraced ln this contract; however, sll such co-ewnere shall enter into and execute 

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

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

IS. RESIGNATION OF OPERATOR 

Operator may resign from .its duties and obligation* as Operator at any time upon written notice of net 

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

majority vote In Interest, not In numbers, a new Operator who ahall assume the responsibilities and duties, and 

have th* rights, prescribed for Operstor by this agreement. The retiring Operator shall deliver to Its successor 

all records and information necessary to the dtscharg* by the new Operator of Its duties snd obligations. 

I I . LIABILITY OF PARTIES 

The liability of th* parti** shsll be several, not joint or collective. Each party shall be responsible 

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

operating th* Unit Are*. Accordingly, the lien granted by each party to Operator in Section « Is given to se

cure only th* debts of each severally. It Is not the intention of the parties to create, nor shall this sgreement 

be Oonstrued as creating, a mining or other partnership or associstion, or to render them liable as partners. 

21. RENEWAL OR EXTENSION OF LEASES 

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

parties shall be notified promptly, and shall have tha right to participate In the ownership of the renewal leas* 

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

shaU be in proportion to th* Interests held at that time by the parties in the Unit Area. 

If soma, but less than all, of th* parties elect to participate ln the purchase of a renewal lease, it shall 

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

tive percentage of participation in the unit area to the aggregate of the percentages of participation ln th* unit 

are* of all parties participating tn the purchase of such renewal lass* Any renewal lease In which lata than 

all the parties elect to participate ahall not be subject to this sgreement. 

Each party who participate* In th* purchase of a renewal leas* shall be given sn atllgnment of Its pro

portionate Interest therein by the acquiring party. 

The provisions of thli lection shsll apply lo renewal leases whether they are for the entire Interest 

covered by the expiring lease or cover only a portion ot Its area or an Interest therein. Any renewal lease 

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

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

more than six (8) months after th* expiration of an existing lease shall not be deemed a renewal lease and 

shall not be subject to the provltions of this section. 

The provltions in this section shall apply also and in like manner to extensions of oil and gat leaset. 



13. SURRENDER OF LEASES 

Th* I « * K I covered by this agreement. In to far is they embrtce tcre*fe in th* Unit Ar*», thsll not be 

lurrendsred ln whole or in cart unlet* all parties consent. 

However, should any party desire to lurrender its interest In sny lease or in any portion thereof, and 

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

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

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

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

cruina. but not theretofore •eerued. with respect to the acreage assigned and the operation of any wall there

on, and the assigning party ahall have no further Interest in the lest* assigned and its equipment and production. 

The parties attignee thsll pay to th* party attignor the reasonable salvage value of the latter'a interest in any 

welts snd equipment on the assigned acreage, detennined in accordance with the provisions of Exhibit «C". 

let* th* estimated cost of tslvsging snd th* animated cost of plugging and abandoning. If the assignment is in 

favor of more than ont party, the assigned Interest shall be shared by th* parties assignee in the proportions 

that the interest of each bears to the Interest of all partiea assign**. 

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

rendering parties' interest, as It was Immediately before the assignment. In the balance of the Unit Area; and 

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

terms and prevision* of this agreement. 

14. ACREAGE OR CASH CONTRIBUTIONS 

If any party receives while this sgreement la in force a contribution of cash toward the drilling of a 

well or any other operation on the Unit Area, auch contribution shall be paid to th* party who conducted th* 

drilling or other operation and shall be applied by it against the cost ot auch drilling or other *P*^JjPfl{jf$. 

th* contribution be ln th* form of acreeg*. the party to whom the contribution Is made ahall promptly jrseaxjr. 

an assignment of tha acretg*, without warranty of title, to all parties to thla agreement in proportion to their 

interest* in the Unit Area at that time, and tuch acreage shall become * part of th* Unit Are* and be governed 

by all the provisions of this contract Each party ahall promptly notify all other parties ef all acreage or 

money contributions lt may Obtain in support of any well or any other operation on the Unit Area, 

15. PROVISION CONCERNING TAXATION 

Each of the parties hereto elects, under the authority of Section 161(a) ot the Internal Revenue Cod* of 

1954,. to be excluded trom the application of alt ot tha provitiona of Subchapter K of Chapter 1 of Subtitle A of 

the Internal Revenue Cod* of 19S4. if the Income tix laws ot the ststs or ttatet in which the property covered 

h«r*by it located contain, or may hereafter contain, provltions timilar to those contained in the Subchapter of 

the Interna) Revenue Cod* of 1954 above referred to under which * timilar election It permitted, eaeh of the 

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

such an election or elcctiona on its bohalt and to file the election with the proper governmental offlee or 

agency, if requested by th* Operator so to do, each party agrees to execute and join In tuch an election. 

Operator ahall render for ad valorem taxation all property tubject to this sgreement which by law 

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

quent Operator shall bill all other parties for their proportionate thare of all tax payment! in the manner 

provided in Exhibit "C". 

If any tax steetsment It contidered unreasonable by Operator, lt may at Its discretion protest tuch valua

tion within the time and manner prescribed by law, and prosecute the protest to a linal determinttion, unlets 

all parties agree to abandon the proteit prior to final determination. When any tuch protetted valuation thall 

have been finally determined. Operator ihall pay the tsteitment for the joint account, together with interest and 

penalty accrued, and the total coat thall then be assessed against the parties, and be paid by them, at provided 

ln Exhibit "C". 



, . 2«. INSURANCE 
(a,) Operator shall at a l l times during the term of this agreement 
carry Insurance to protect the parties hereto as set forth in Exhibit 
"D" hereto attached and made a part hereof, and no other insurance for 
the benefit of the parties in connection with operations under this 
agreeaent shall be carried by Operator, and no change in the insurance 
set forth in Exhibit "D" shall be made unless agreed to ln writing, 
(b) Operator shall require a l l contractors performing work under this 
agreement to carry insurance as set forth in Exhibit E H attached 
hereto and made a part hereof. 

În the event Automobile Public Liability Insurance i> specified in aaid Exhibit "D". or subsequently re

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

surance lor operator's fully owned automotive equipment. 
IT. CLAIMS AND LAWSUITS 

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

Area, er on an alleged cause of ection involving title to sny lease or oil snd gas interest subjected to this con

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

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

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

sent of sll partiea. No chaTge shall be made for services performed by the staff attornsye for any of the 

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

any final judgment, shall be considered costs of operation and shsll be chsrged to and paid by all partiea In 

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

be employed In lawsuits involving Unit Ares operations only with the consent of all parties; if outside counsel 

ll employed, their fees and sxpenses shall be considered Unit Ares expense and ahall be paid by Operator and 

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

paragraph shall not be applied in any Instance where the loss which may result from th* auit la treated as an 

Individual losi rather than a joint loas under prior provisions of this agreement, and all such suits shall b* 

handled by snd b* the sole responsibility ot the party er parties concerned. 

Damage claims caused by and arising out of operstioni on the Unit Area, conducted for th* joint ac

count of all parties, shall be handled by Operator and its attorneys. Ihe settlement of claims of this kind shall 

be within the discretion of Operator so long aK the amount paid in settlement ot any one claim doea not exceed 

one thousand ($1000.00) dollars snd, If settled, the sums paid in settlement shall be charged as t̂ pcnee to 

and be paid by all partiea in proportion to their then Interests in the Unit Are*. 

IJ . FORCE MAJEURE 

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

this agreement, other than the obligation to make money paymenti, that party shall give to all other partiea 

prompt written notice of the force majeure with reasonably full particulars concerning lt: thereupon, the 

obligation* ot the party giving the notice, so far at they are affected by th* force majeure, shall be suspended 

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

diligence to remove the force majeure as quickly as possible. 

Th* requirement that any force majeure shall be remedied with all reasonable dispatch ahall not require 

th* settlement of strlkei, lockouts, or other labor difficulty by th* party involved, contrary to lu wishes; how 

til such difficulties shall be handled shall b* entirely within the discretion oi th* party concerned. 

Th* term '"fore* majeure" as here employed shall mean an act of God. strike, lockout, or other Industrial 

disturbsnce, set of (he public enemy, war, blockade, public riot, lightning, fire, storm, flood, explosion, gov-

emmentsl restraint, unavailability of equipment, and any other cause, whether of the kind ipecifically enum

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

2». NOTICES 

All notiesi authorized or required between the parties, and required by any of the provisions of this 

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

Union Telegram, posuge or charges prepaid, and addressed to the party to whom the notice U given at the 



xsflSB no MAVT.*MYA31> 

nrlrlrPMW llittrd on Exhibit "A" The originaline: notice to be given under any provision hereof shail be deemed 

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

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

sponsive notice rhtll be deemed given when deposited In the United States mail or with the Western Union 

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

st any time, and from time to time, by giving written notice thereof to all other partiea. 

3*. OTHER CONDITIONS, IP ANY, ARE: 

(a) No vail thaVI be drilled ln the Unit Area until after title to the drillalte 
leaae has been examined by an attorney approved by a l l partlea participating In the 
coat of the veil, and the title has been approved by aald examining attorney and tbe 
title has been accepted by a l l parties participating ln the eoata. All coats Incurred 
in connection vlth examining titles ahall be charged to the Joint account of the parties 
hereto. 

(b) This Operating Agreement Is subject to a l l the terms and provisions of thae 
certain r*rraout Agreement between John H. Trlgg, at ux, and Sinclair Oil & Ca* Company, 

• dated November 4. 19ft6 which by reference is incorporated herein for a l l 
purposes. 

(c) In spite of any provision to the contrary appeerlng ln Section 11 hereof, 
content te the drilling of a well shell not be deemed a* consent to the catting of 
of casing snd • completion attempt. After any well drilled purcuant to thla *gr**-
mont ha* resetted i t * authorised depth, Operator ahall give itrmedlata notice to How 
Oparatori. The partlea receiving auch notice shall have forty-eight (48) hour* 
(exclusive of Saturday or Sunday or legal holiday*) ln which to elect whether or not 
they deaire to aet cooing and to participate in a completion attempt. Failure of a 
party receiving such notice ae to reply within the period above fixed shall constitute 
•n election by that party not to participate in th* coat of a completion attempt, tf 
all of the parties elect to plug and abandon tha wall, Operator ahall plug snd abandon 
***** at the expenae of a l l of tha partlea. I f one or more, but leas than e l l , of the 
partla* elect to aet pipe and to attempt a completion, the proviaiona ef 8ection 12 
ahall apply to tha operation* thereafter conducted by lea* than a l l partlea. 

— la — 



xsnss no ?.*". :*i.V".i:. 

Thli agreement may be ligned In counterpart, and ahall be binding upon the partiea and upon their heir*, 
•uccenora, repreaentativea and a»ign*. 

ATTEST: 
SINCLAIR OIL 4s OAS COMPANY 

Assistant Secretary 

By-
Vice President 

ATTEST: 

O P E R A T O R 

John H. Trigg 

ATTEST: 

Pauline V. Trigg 

— u — 
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EXHIBIT 
Attached to wid mid* • p*rt ei. Cpej^iiig,-^r«f-ffl*uiI_h«£iie*o 

Sinelair..Ojll-fk..C*.a f,raMay,..*a, lflpr-r*rnx, «ad.John-il 
lr^..Jj;.J»x. 4^a_.fiojn; :O.M 
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ACCOUNTING PROCEDURE 

(JOINT OPERATIONS) 

1. GENERAL PROVISIONS 

VoinU^perty" shell mean the r**l and p*r*on«l property subject to th* »gr**mant „, w h l e h t n | , "Accounting Pro-
"JoSrt 0̂ p*n̂ ons" ahall m**n all operations necessary or proper lor the development, operation, protection and 
maintenance- oi th* Joint Property. 
"Operator" ahall mean tha party designated to conduct Ihe Joint Operation*. 
"Non-Oper*lore" ahall mean the nonopereung partiea. whether one or more. 
"Joint Account" shall inean the account showing th* charges and credits accruing because of the Joint Operations 
and which are to be shared by the Parties. 
Tarttos" shall mean Operator and Non-Operators. 
"Material" shall mean personal property, equipment or supplies acquired or held for use en th* Joint Property. 
"Controllable Material" shail mean material which at th* Um* la so classified in tha Material Classification Manual 

recently recommended by the Council ot Petroleum Accountants Societies of North Amene*. 
2, CaetfBet wit* A arum sat 

la lb* event ot a conflict between the provisions ot thla Accounting Procedure and th* provisions ot the agree-
tnent to which thla Accounting Procedure is attached, th* provisions of th* agreement shall control. 

S. OaUecUv* Actiea by Nea-Opesttess 
Where an agreement or other action of Non-Operators is expressly required under this Accounting Procedure 
and ii the agreement to which this Accounting Procedure ts attached contain* no contrary provisions in regard 
thereto, the agreement or action of a majority in lntareat of th* Non-Operators shall be controlling on ail Non-
Operators. 

«. SutesstaaU and tnltusgs 
Operator snail bill Non-Operators on or before the last day ot each month for their proportionate share ot costs and 
sspenase. tor tha preceding month. Such bills will be accompanied by statements reflecting the total charges 
and credits a* set forth under Subparagraph X below: 
A. Statement In detail ot all charge* and credit* to th* Joint Account 
B. Statement of all charges and credit* to th* Joint Account summarised by sppropriat* classification* Indicative 

ot th* nature thereof. 
C Stateroom ot all charges and credits to the Joint Account tummtrited by appropriate classification* indicative 

of the nature thereat, except that items of Controllable Material and unusual charge* and credit* shall b* detailed. 
f. Paynaeat aad Advaaea* ky N*a-Oe**at*cs 

Saab Non-Operator shall pay lu proportion of alt such bills within fifteen (Is) days afUr receipt thereof. If pay-
usant la not̂ mad* within such tun*, th* unpaid balance shall bear inUrest at the rau of st^g^w^Ujg^^tdpagr^ 

4. A Sinatra sera 
Payment of any such bills shall not prejudice the right of any Non-Operators to protest or question the correctness 
thereof i provided however, all bills and statement* rendered to Non-Operators by Operator during any calendar 
year shall conclusively be presumed to be true and correct sfter twenty-four (24) months following the end of sny 
such calendar year, unless within tha said twenty-four (24) month period a Non-Operator uke* written excep
tion thereto and makes claim on Operator for adjustment No adjustment favorable to Operator shsll be made 
unless it Is made within the same prescribed period. The provisions of this paragraph shall not prevent adjutt-
manU resulting from a physical inventory ot the Joint Property as provided tor in Section VIL 

r. Audits 
A Non-Opera tor, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit 
Operator's accounts and records relating to the accounting hereunder for any calendar year within th* twenty-four 
(24) month period following the end of such calendar year; provided however, the making of an audit shall not ex
tend the time for th* taking of written exception to ind th* adjusiment of accounts as provided tor in Paragraph 
I ot this Section L Where there are two or more Non-Operators, th* Non-Operator* shell make every reaaonabie 
effort to conduct joint or simulUnaou* audit* in a manner which will result In a minimum ot inconvenience to 
th* Operator. 

a DIRECT CHARGES 
Subject 4* limiUUems hereinafter prescribed, Operate* shall charge tha Jelnt Account with the felUwlng Items: 

L Rentals and Royalties 
Delay or other rtnuli and royalties when such renUls snd royalties are paid by Operator for th* Joint Account 
of th* Parties. 

g. Leber 
A. Salaries snd wages of Operator's employees directly engsged on the Joint Property In the conduct of th* Joint 

Operation*, tnd salaries or wages of technical employee* who are temporarily assigned to snd directly 
employed on the Joint Property. 

B. Operator's cost of holidsy. vacation, sickness snd disability benefit* and other cuatomary allowances paid to the 
employees whose sslaries snd wages are chargeable to the Joint Account under Paragraph 2A of this Section II 
and Paragraph 1 of Section HI; except that in the case of those employee* only a pro rata portion of whose 
sslariss snd wage* art chargeable to th* Joint Account under Paragraph I of Section ill, not more than the tame 
pro rata portion of the bentfiu tnd allowance* herein provided for shsll be charged to th* Joint Account Cott 
under this Paragraph JB may be charged on a "when and a* paid basis" or by "percentage ttseument" on th* 
amount of salanet and wages chargeable to the Joint Account under J»*r*graph »A of this Section II and Part-
graph I ot Section III. If percentage assessment ts uted, the rale shall be btied on the Operator's cott experience. 
Expenditures or contributions made pursuant to atseument* Imposed by governmental tuthority which tre so-
P l ! ^ OP"*"" » «*»« «' aslsrtes and waget chtrgetble to th* Joint Account under Paragraph! 2A 
and IB of thit Section II and Paragraph I of Section UI. p 

D. Reasonable personal expenici of lho*e employee* whoie talarlet snd wage* tre ch.rgotble to the Joint Aeeount 
^«.irprac'«f« W " 0 n " , B d ^ ' l " " " " ' , h P " " ( , ' 0 , , M , r * """'«»rMd under OperZ . 



J ' o , I n ? o " cu?'cnt cott of eM.bl.sh.d pl.n. for employ*.,' .roup life intursnre. heio.fslil.tlon pension, retire-
, rn »°oek pu ch.se. thrift, bonu,. end other benefit pl.n, of a like n.ture. epplic.ble to Operator . tabor cost; pro-

however the total of auch ch.rjei ahall not exceed ten percent ( K K ) of Operator * labor eo.u chargtable 
io "tu- Joi.u Account under raragreph* 2A and JB of thit Section 11 »nd Partfraph I of Section III. 

Maln'nl pmrhaied or dimnhrd bv Operator for uae on Ihe Joint Property So f.r n It Ii reasonsbb- praetl-
r i l mirl rotniMcnt with cffiornl nnd ccnnom.ral operation, only »uch Mnienal shall he ptiiTh»»ed for or trantferred 
to Hie Joint Property ai may be required for immediate use: and the accumulation of Mirplut Mock* »hall be avoided. 

' Tron'po'tut'o" of employees and Material n r w n r v for the Joint Oprralioni but aubjrrt to the following limltationi: 
A If Material I* moved lo the Joint Property from tho Operator » warenouie or otherrpropcrtlei, no charge Ihall 

be made to the Joint Account for a diuance greater than the di»lance from the neareat rel.able aupply «tor* or 
railway receiving point where like material i» available, except by agreement with Non-Operator*. 

B If »urplu» Material ia moved to Operator i warehouse or other norage point, no charge ihall be made to the 
Joint Account for a dutance greater than the diitance to the neareat reliable tupply itor* or railway '•«•>*'«« 
point, except by agreement w.lh Non-Operaton. No charge »hall be made to Joint Account for moving Material 
to other propertlea belonging lo Operator, except by agreement with Non-Operator*. 

C. In the application of lubparagraphi A and B above, there ihall be no equalisation of actual grow trucking coita 
of $100 or leu. 

* A**The*co*t of contract service* and utllitlei procured from outside sources other than services covered by Para
graph t of this Section 11 and Paragraph 2 of Section 111. „ r 

B Use and sorvlee of equipment and facilities furnished by Operator as provided in Psrsgraph » of Section IV. 
7. Damage* and Losses la Joint Property 

All costs or oxpenaes necessary for the repair or replacement of Joint Property made necessary because of damages 
or losses Incurred by fire, flood, storm, theft, sccident, or sny other csuse, except to th* extent that the damag* or 
loss could hav* been avoided through the exercise of reasonable diligence on the part of Operator. Operator ahall 
furnish Non-Operators written notice of damages or loises incurred ai soon as prsctlcsble afles * report thereof 
has been received by Operator. 

I. L«gal Expense 
All costs snd expenses of handling, investigating snd settling litigation or claims arising by reason of the Joint 
Operations or necessary lo protect or recover the Joinl Property, including, but not limited to. attorneys fees, 
court costs, cost of investigstlon or procuring evidence snd amount* paid in »*ttlement or satisfaction of sny 
such litigation or claims; provided. <s) no charge shall be made for the services ol Op*rslor'l legs! ttsff or Othsr rtg-
ul»ily employed personnel duch t*rvlcea being considered to be AdminiitrsUve Overhead under Section III), ex
cept by agreement with Non-Operators, and (b) no charge shsll be mide for the fees snd expens** of otitsid* at
torneys unless the employment of such attorneys it agreed to by Operator tnd Non-Operator*. 

9. Tax** 
All taxes of every kind snd nature sssessed or levied upon or In connection with the Joint Property, the operation 
thereof, or th* production therefrom, and which taxes hive been paid by the Operator for the benefit of the Parti**, 

19. Inanrsne* Premiums 
Premium* paid for insurance required to be carried on the Joint Property for the protection of the Parties. 

I I . Other Expendlturae 
Any other expenditure not covered or dealt wtth In the foregoing provliloni of thla Section II, or In Section m. 
and which Ii Incurred bp the Operator for the necessary and proper conduct of tht Joinl Operations. 

III. INDIRECT CHAROSS 
Operator may charge th* Joint Account for indirect cott* either by U M of tn allocation of district expense Items plus a 
fixed rat* for administrative overhead, and plus the warehousing charges, sll si provided for m Paragraphs 1,2. tnd 3 of 
this Section III OR by combining all three of said items under the fixed rate provided for tn Paragraph 4 of Oils Section 
III, aa indicated next below: 

OPERATOR SHALL CHARGE THE JOINT ACCOUNT UNDER THE TERMS OF: 
• Paragraphs 1, 2 and 3. (Allocation of district expense plut fixed rsle lor adminlttratlv* overhead plus 

warehousing.) 
[S Paragraph 4. (Combined fixed rate) 

1. Distrlet Expense 
Operator ahall charge the Joint Account with a pro rata portion of the sal trie*, wtget and expenses of Operstor't 
production superintendent and other employeei terving tht Joint Property and other propertiet of the Operstor in 
the tame operating area, whole time it not allocated directly to the properties, and s pro rsls portion of th* colt of 
maintaining and operating a production office known ai Operator'* • 
office located at or near (or a comparable office If location changed), and neces-
aary sub-sfrleea (If any), maintained for the convenience of the above-detcribed office, and all necessary campt. 
Including houiing facilitlei for employees If r«qulr*d. uied ln connection with the operation! of Ihe Joint Property 
and other propertiet in the ttmt operating area. The expente of, leu any revenue from, such facilities msy, it th* 
option of Operator, include depreciation of Investment or I fair monthly rental in lieu of dtprKlttlon. Such 
charges thall be apportioned to all propertiet terved on tome equitable batli consistent with Operator's accounting 
practice. 

2. Administrative Overhead 
Operator ahall charge administrative overhead to the Joint Account al the following ratet, which charge thall be In 
lteu of the cost and expense of all office* of the Operator not covered by Paragraph 1 of tht* Section III. Including 
talarltt. waget and expentet of personnel aitignid to such offices. Such charges thall b« In addition to the salaries, 
wages and expentea of employees of Operator authorised to be charged as direct charges ai provided In Parsgrapht 
2 and ( of Section II. 

WELL BASIS (RATE PER WELL PER MONTH) 
P I O O U C I H O W i l t H 4 T I 

f t ' l l I M * W i n S A T I ( U n d r u m S,«« , i« l«« D , . l > l 
l U . t I . . . I Q . , , » ' 1 1 A l l W. IH 

I M > Wr t l M M »!» • H n l f l v t * ' « ' T " 

Th* cost and expente of tervice* from outside lource* In connection with matter* of taxation, traffic, sccttunting, or 
matter* before or Involving governments] agencies thall be considered a* Included in Ihe overhead rate* provided for Ir. 
thll Paragraph 2 of Section III. unlets tuch cost and e.tpente are agreed upon between Operator and Non-Operston 
at a direct charge lo ihe Joint Account. 



1 0*eral*r * Fully Owned tVareheusc Operating; and Mnlnlenenee 
(De«nbe fully the agreed pinritiurc "' , H ' l"H»»t'« l>y Opera. 

o 'rTr.^hi l^h.r^ Joint Account (or the «ervice. covered by Paragraph 1. 2 end 3 of thi» Section III, the 
(ollowini fixed per well ratal: 

WELL BASIS (KATE FEB WELt. PKR MONTH) 
eaotvciH* win e*Tt 

anume win tail iu«. t iwi ' • • m i »«*'*' 
I U „ T . » l Q«»l*l i « Walk 

*-« 
0' - 4,000' $ 425 $ 85 $ 75 $ 6S 

4,000' - 8,000' 550 105 °5 « 
8,000' -12,000' 650 125 115 105 
Be lew 12,000' 750 1*0 130 120 

Said fixed rate fctrjtxtt (thall not) include taiariet and expense, of production foremen. 
S. Application ef Administrative Overhead or Cemblned Fixed Rate* 

The following limitations, instruction! and charges shaii apply In the apolteatlon of the per weil rate* as provided 
under either Paragraph 2 or Paragraph « of Ihli S»ction III: 
A Charges for drilling weil* thall begtn on the dat* e*ch well is spudded snd terminate on ihe date th* drilling or 

completion rig it releasee, whichever it later, except that no charg* thsll be made during the suspension of 
drilling operations for fifteen (19) or more cont*cullv* days 

B. Th* statu* of W*ll* ahall be a* follows: 
(1) Producing gat wolls. Injection w»ll* for recovery operation. w*t*r supply wellt utilised for w*t*r flooding 

operations and salt water dltpotal wellt thall be considered the same as producing wells. 
(2) Wellt permanently thut down but on which plugging operations are deferred thall be dropped from th* 

well schedule at th* Um* th* shutdown It effected. When tuch a well Is plugged • charg* shall b* made 
at the producing w*U rates. 

(3) Wtlls being pluggad back, drilled deeper, converted to a source or input wall, or which ar* undergoing any 
type ot workover that requires the ute of a drilling or workover rig shall be considered the same as drilling 
Weill, 

(*) Temporarily shut-down w«lU. which sre not produced or worked upon for a period of a full calendar month, 
th*ll not be Included in the well schedule, provided how*v*r, wtll* shut tn by governmental regul*tory 
body shall be Included in the well tchedui* only in the event the allowable production is transferred to torn* 
oth*r w»il or weil* on th* Joint Property. In th* *v*nt of t unit sllowsbl*, sll w«Il* capable of producing 
will be counted in determining the charge. 

(S) Oat wells thall be Included in th* wtll schedule if directly connected to a permanent **l*t outlet even 
though temporarily thut in due to overproduction or failure of purchaser to take th* allowed production. 

(J) Wells completed In multiple horlsons. In which the production It not commingled down hoi*, shell be con
sidered as a producing well for each separately producing horizon. 

C. The wall rates ahall apply to th* total number of wellt being drilled or operated under the agreement to which 
this Accounting Procedure is attached, irrespective of individual leas**. 

D. The well rate* shall be adjusted on the first day ot April of each year following th* effective dat* ef th* tgree-
meht to which this Accounting Procedure is attached. The adjustment shall be computed by multiplying the 
rate currently In use by the percentage increase or decraaee in th* tvtrtgt weekly earnings of Crude Petroleum 
and Caa Production Workers for the lstt calendar year compared to tha preceding calendar year at shown by 
"The Index of Average Weekly Earningi of Crude Petroleum and Oat Production Workers" aa published by the 
United States Department of Labor, Bureau of Labor Statistics. The sdjusted rates tht II be the rat** currently 
in use, plus or minus the computed adjustment. 

g) ~ 
1 tt It tpMttteilty aaeehtee* tbat the •*««* m,k*«4 rttst Italy eel? t* •rll!t**.aad tiedoalae **«tetl**i sat 

tr* aet latenee* t* eswet the cenatnatLe* *r osttretlea et s**Ultaal foctltttss s«eh tt, set as* Halt** U , 
issellat sltatt, .nesrettee tltati, npfsuurUsj arejettt, tilt vttet tlisteet Ustlltlei, tn* t let lit UiUll*-
tient. If *t my tie* a*? et sit ef ttitta beeeae fiwestarr t* the e*ttttlt«, I Itetfatt «gct«a*at will te 
reach** relative te *• ever****' chart* ana allocation *t alttrUt •»•<>•», 

•. ' .'. ., * t. . . ;'.• • ;•• ' . ' ,. ••; "'• . ,: 

y., ': •' . ' v." •: • * ]: • •** ' .'i ''/ 
T,*°iii« ipeotic rttes provtoeo lor in thu Section III'may be amended from time to time by mutual agreement between 

the Parties hereto it. In practice, th* ratet are found to be insufficient or excessive. 
IV. BASIS OF CHARGES TO JOINT ACCOUNT 

Subject to the further provltions of this Section IV, Operator will procure all Materia) and services for the Joint Prop
erty. At the Operator's option, Non-Operator may tupply Material or tervicet for the Joint Property, 
1. Purchases 

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

2. Material furnished fr*m Operator's Warehouse ar Other Propertiet 
A. New Material (Condition "A") 

(1) Tubular goods, two Inch (2") snd over, thsll be priced on Eastern Mill base (I. e. Youngslown. Ohio; Lorain, 
Ohio; and Indiana Harbor, Indiana) on a minimum carload basis effective st data of movement and f. o. b. 
railway receiving point nearest the Joint Property, regardless of quantity. In equalised hauling charges. 
Operator la permitted to Include ten cents (10c) per hundred-weight on all tubular goods furnished from 
his I lock* in lieu of loading and unloading costs suatained. 

(2) Other Material shall be priced at the current replacement cost of the time kind of Materiel, effective at dat* 
of movement and f. o. b. the lupply itort or railway receiving point nearest th* Joint Property where 
Material of the same kind ii available. 

(S) The Joint Account thall not be credited with cash discounts applicable to prices provided for in thit Ptra-
graph 2 of Section IV. 

B. Used Material (Condition "8" aft<T"C") 
(1) Material in aound and serviceable condition snd suitable for reuse without reconditioning, thall be elattified 

as Condition "B" and priced al teventy-flve per cent (7}%) of the current price of n»w Material. 
(2) Material which cannot be clasiided as Condition "B" but which, 

(a) After reconditioning will be further serviceable tor origintl function st good secondhand Material 
(Condition "B"), or 

(b) Ii serviceable for orlg,.i*l function but tubttantially not suitable for reconditioning, ihall be cltulfi-
ed as Condition "C" and priced at fifty per cent (50%) ot current new price. 

(3) Obsolete Material or Material which cannot be classified at Condition "B" or Condition "C" thsll be priced 
at a value commeniurate with Its uie. Material no longer suitable for iti original purpote but usable for 

— J — 



,ome umer purpose, man ot paced on a oeu» comparable wttn met ot tt*mt normany used for tuen otner 
purpose. 

(41 MAtcrisI involving erection eostt shell he charged tt sppllctble percentage of the current knocked-dewn 
orle* of near Ull**i*l. 

ilicnaver aaterlals an* eavtawant aro not reedlly obtainable se the auaeoamry supply point and tt prieee apeetfla* 
In rmagrajihe 1 ana 1 of ehtt Section i n bi-e.nno of national onuir-oncta., strike* ot otlier unusual couaot over 
ultlcli tho Opnraeer hat no eontrol, tho Opnrntor tiny chnrgo the joint account for Chn required wieorlalt on the 
mill of the Operator > dlraee cose and exonnaa tnfuriart In procivrtne mien anr.erlalu, tn iiaklfie. tt suitable for 
Jtn and tn oovinc It to tha location, provided, however, tliot at loatc ttn days prior noetee tn vrltlns ta fur-
lithe* te Noa-Oparatot ef the prepooed action to bo takon by Operator In obtaining or tiipalylitt the tutorial 
inoVot eflulneent etlled for andar tha provision* of tut* (Wrofitanh, whereupon Nnn-0»*t*e»r thall have the rlijhr. 
,y te electing and notifying Ororater vtelitn aueh ten daya after receiving notice fro*, tha Operator, to furnish 
n una, er tn eonaa-e at tha sartlaa atoy «<jrc«, at tha looaelnn. naareat rotWay renewing point, or Opntotot't 
torago paint vtehtn a eaaoarabto dtaennoa, all er part of hit ahare ef aiateriat tnd/or aauiawit autcakle for 
aa an* tecepeaalt ea tha Operator. Trimapoi tntion colta on any aueh not.rial furnlahad hy xon-Operaeot, at any 

'Olnt ether then tt tha location, ahall bo born, by aueh Kon-Operarer. If , piireuene to th* provtllant ef tht* 
aTagropti, a«y Hon-Operaear rurnlahas Mtertal and/or OTulpwene In Kind, appropriate ad jue taamti ef *««•««** be
moan Oparaear and Kon-Operteet ahall ha autde. Operator agrcee to eauulta tho aeoeasary ahote tvpplue a«4 
oulpaeu resulted ee contact eptraetona upon th* Jointly earned pra-laoe and te charg. eh* Jotnt Htawt than tat 
• h.raln provided imlaaa fcon-Opatatar alette to supply al l oi part et aaiaa vtthln tha apeetfted patted at ttaa. 

agtimt Joint Property operation*. Rat** for liborstory servicos thall not exceed those currently prevailing if 
performed by outside tervic* laboratories. Rates for trucks, trsctort snd wall tcrvic* umu may include wages 
and expense* of operator. 

B. Whenever requested, Operator shall Inform Non-Op*r»tors in advance of th* rate* it propose* to charge. 
C. Rates shall be reviaod ind adjusted from time to time when found to be either excessive or Insufficient. 

V. DISPOSAL OP MATERIAL 
The Operator mty purchase, but shsll be under no obligation to purchase, Interest of Non-Operators In surplus Condi
tion "A" or "B" Material. The disposition of surplus Controllable MaUrlal. not purchased by Operator, ahall be subject 
to agreement between Operator and Non-Operators, provided Operator shsll dltpott of normal accumulations of junk 
and scrap Material either by transfer or sale from th* Joint Property. 
1. Material Purchased by the Operator ar Non-Oparatort 

Mtterial purchased by either the Operator or Non-Operators shsll be credited by the Operator to the Joint Account 
tor the month in which the Material 1* removed by th* purchaser. 

Z. Dtvbjiea ta Kind 
Division of Material In kind, if made between Operator and Non-Operators, shall be In proportion to th* respective 
InUreet* In tuch Material. The Partiea will thereupon be charged individually with the value of the Material re
ceived or receivable. Proper credit* thall be made by the Operator ln th* monthly tttUmant of operation*. 

2. Sales t* Outsiders 
Sal** to outsiders of Material from the Joint Property ahall be credited by Operator to the Joint Account at th* net 
amount collected by Operator from vendee. Any claim by vendee related to tuch sale shall be charged back to th* 
Joint Account if and when paid by Operator. 

VI. BASIS OP PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT 
Malarial port ha ted by either Operator er Non-Operatort er divided In kind, unlets otherwtt* agreed te between 
Operator and Non-Op*r*t*r» shsll k* priced on th* fallowing baalti 

1. N«w Price Defined 
New price ts used in this Section VI shall be the price specified for New Material in Section IV. 

L. New Malarial 
New Material (Condition "A"), being new Material procured for the Joint Property but never uted, at on* hundred 
per cant (100%) of current new price (plus tale* tax if any). 

1. Good Uted Material 
Oood used Material (Condition "B"), being used Material in sound tnd serviceable condition, suitable tor reuse 
without reconditioning! 
A. At eeventy-five per cent (75%) of current new price If Material wat charged to Joint Account aa new, or 
B. At sixty-five per cent (f>5%) of current new price if Material wat originally charged to the Joint Account aa 

secondhand at teventy-five percent (75%) of new price. 
4. Otb*r Used Material 

Uted Material (Condition "C"), at fifty per cent (60%) of current naw price, being used Material which: 
A. It not in tound and serviceable condition but tuitable for route after reconditioning, or 
B. Is serviceable tor original function but not tuitable for reconditioning. 

5. Bad-Order Material 
Materia) (Condition "D"), no longer suitable for Its original purpose without excettlve repair cott but usable for 
some other purpose st s price comparable with that of items normally uted for sueh other pur pot*, 

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

7. Temporarily Used Malarial 
When the use of Materitl It temporary and its tervic* to the Joint Property doet not Juttlfy the reduction in price a* 
provided for in Paragraph 3 B of this Section VI, tuch Materia) shall be priced on a batlt lhat will leave a net charge 
to the Joint Account eontistent with th* value of tha tervic* rendered. 

VII. INVENTORIES 
The Operator thall maintain detailed record* of Material generally considered controllable by the Industry. 

1. Periodic Inventories, Notice and Representation 
At reasonable interval*, Inventories shall bt taken by Operator et the Joint Account Material, which thall Include 
all such Mtttrltl it it ordinarily, considered controlltbls. Written notice of intention te take Inventory thsll be 
given by Operator st lestt thirty (30) dayt.-befor* any Inventory it to begin to that Non-Operatora may be repre
sented when any inventory It taken. Failure of Non-Operator* to be represented at an inventory thall bind Non-
Operatort to accept the inventory taken by Operator, who shall in that event furnith Non-Operatora with a copy 
thereof. 

I. Reconciliation and Acquitment ef Inventories 
Reconciliation of inventory with charges to the Joint Account thall be made, and t list of overages snd thorttget 
shsll be jointly determined by Operator and Non-Operatort. Inventory tdluttmentt thall b* made by Operator 
with the Joint Account for overages and thorttget, but Operator thall be held tccountabl* lo Non-Operator only 
for shortages due to lack of restonsbl* diligence. 

i . Speclsl Inventories 
Special Inventories may be taken whenever there Is any ssl* or change of Interett In the Joint Property. It shall be 
the duty of the party selling to notify all other Parties as quickly at pouibl* after the trantt«r of Interest tax** 
place. In tuch cases, both the teller and the purchater thall be governed by tuch inventory. 
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ASSIGNMENT OF'OPERATING RIGHTS 

KNOW ALL MEN BY THESE PRESENTS: 

That the undersigned, JOHN H. TRIOO and wife, PAULINE V. 
TRIGG, Assignor, for and in consideration of the sum of TEN POL-
LARS, cash in hand paid, the receipt and sufficiency of whioh is 
hereby acknowledged, do hereby transfer, sell, convey and assign 
unto SINCLAIR OIL . CORPORATION,.. Assignee, an undivided 50# in
terest in and to the exclusive right and privilege of operating, 
testing and developing the premises for oil, gas, casinghead gas 
and other hydrocarbon minerals and in and to all the rights and 
privileges granted to Lessee under the terms thereof, and in the 
event of discovery and production of such minerals, the ownership 
of production therefrom, covered by the following described oil 
and gas lease: 

Serial Number: LC 060122 

Dated: April 1, 19̂ 8 

United States of America 

John Tedrowe Bonner 

(Among other lands not included 
herein) the minerals at the depth 
and strata in land located in 
Eddy County, New Mexioo, and 
desoribed as: 

Township 18 South. Range 27 East, N.M.P.M. 

N/2 of Section 27 

containing 320 acres, more or less, down to and 
Including the depth of 10,035 feet from the surface. 

Overriding Royalty: 6.25% 

Lessor: 

Lessee: 

Land Covered: 

together with a like interest ln a l l personal property thereon 
or pertinent thereto or used or obtained in connection therewith 
and subject, however, to a like proportionate part of the basio 
royalty and subject to a like proportionate part of the above 
mentioned overriding royalty. 

The above described oil and gas lease is subject to the Op
erating Agreement covering the above described land, by and between 
John H. Trigg and wife, Pauline V. Trigg and Sinclair Oil Corporation 

Assignor shall promptly furnish to Assignee copies of a l l 
notices or other communications received from the Department of 
the Interior or any representative or official thereof pertaining 
to said oil and gas lease arid shall upon request of Assignee make 
application for any extension or renev/a'l of said oil and gas lease 
to the-lands covered by this agreement where such renevral or ex
tension is allowed or permitted by law or regulation, and upon 
request of Assignee, make application for any drilling, rental, 
royalty or other relief with respect to the lands covered by this 
assignment which to Assignee may be deemed proper and Assignee 
ehall pay or reimburse Assignor for Assignee's proportionate part 
of a l l expenses in connection therewith, insofar as the same cover 
and affect the lands covered by this assignment. Assignor hereby 



does give and grant to Assignee full power and authority to do and 
perform every act and thing, not otherwise expressly provided for 
herein, necessary or required to be done or performed by Assignor 
in connection with said oil and gas lease insofar as same covers 
and affects the lands covered by this assignment. 

In the event that Assignor shall desire to surrender or re
linquish said lease Insofar ae i t covers those depths and strata 
and any mineral or minerals in the lands first above described and 
. retained by Assignor, or any part thereof, Assignor shall execute 
and deliver to Assignee a proper assignment of said oil and gas 
lease insofar as i t covers the aforementioned premises, or such 
portion thereof as Assignor may desire to surrender or relinquish. 
Assignee agrees to accept such assignment, and immediately file 
the same for approval along with necessary proof of its qualifica
tions to hold a Federal lease ln accordance with the regulations 
of the Department of the Interior, and to furnish Assignor with a 
copy of the qualification papers so filed. After approval of said 
assignment by the Department of the Interior, Assignor shall be re
lieved of their duty to pay rentals and/or minimum royalties as here
inafter provided, which are apportionable to the land covered by 
such assignment; and thereafter the premises so assigned to Assignee 
shall be free and clear of the terms of this assignment. 

Assignor shall pay a l l rentals and/or minimum royalties whioh 
may become due and payable under the terms of said oil and gaa 
lease hereinabove described with respeot to the land oovered here
by, and Assignee, in proportion to i t s ownership, shall reimburse 
Assignor for one-half of a l l such rentals and/or minimum royalties 
paid; provided, however, that Assignor shall not be liable for in
advertent failure to pay such rentals and/or minimum royalties. 

All of the parties hereto shall be entitled to any benefits 
or oredits on minimum royalty payments, as provided for in aald 
lease, on account of the produotlon of oil, gas, casinghead gas 
and other hydrocarbon minerals upon any part of the land desorlbed 
in said lease whether the same be on account of the produotlon of 
said products from the land retained by Assignor.and excepted from 
the operation of this assignment or upon the land, or any part there
of, covered by this assignment. 

EXECUTED as of March. 7 , 196 7 . 

ASSIONOR . 

Effective March 4, 1969, Sinclair Oil Corporation, a New York 
corporation, was merged into Atlantic Richfield Carspany, a Pennsyl
vania corporation, and a l l interests of the merged company ln the 
within-assignment and any antecedent agreements by operation of law 
vested in, and a l l obligations imposed on the merged company by. the 
within assignment and any antecedent agreements were assumed by 
Atlantic Richfield Cor/ipeny. For this reason the within assignment 
ls^being executed by Atlantic Richfield Company, this day of 
V n a A l / J , 1969. .. . . 

ATLANTIC RICHFIELD COMPANY 

I t s Attorney-in-Fact 

ASSIGNEE 



COUNTY OF CHAVSS 

The foregoing instrument was acknowledged before me this 
7th day Of M*reh , 1969, by JOHN H. TRIOO and 

wTfeT PAULINE V. 1*100. 
, , . . M I M . „ 

>:.•• \ 

My(C^taiuTSilon Expires: 'Notary 
• rl l i t ' 

v tygMff.-i. »7i 

THE STATE OP TEXAS ) 
( 

COUNTY OP MIDLAND . ) 
The foregoing instrument was acknowledged before ae this.. _̂ 

r Z p i day of y / ) r ( A t . U 1969, by C. S. TINKLER SV>>.. 
aTtorney-in-fact in behalf 61" ATLANTIC RICHFIELD COMPANY, 4 V. 
Pennsylvania corporation. /'•</ pj./V<*ti, % 

My commission expires 
June 1, 1969. "iS 'cauv.\V 
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OPERATING AGREEMENT 
EFFECTIVE AS 07 MARCH 7, 1?67 c . 

THIS AGREEMENT, entered into thil day of \9S3— between 
STNflT.A TR OTT. nOWPORATTQW , 

hereafter detlgneted 11 "Operator", tnd the tlgnatory ptrtiet other than Operator. 

WITNESSETH, THAT: 

WHEREAS, the ptrtlei to thit agreement are owner* of oil and gat leatea covering and, if to Indicated, 

unleaaed mineral interests in the tracts of land described in Exhibit "A", and all partial have reached an 

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

provided; 

NOW, THEREFORE, lt It agreed as follows: 

I. DEFINITIONS 

As used in thit sgreement, the following words and term* shall have the meanings here ascribed to 

them. 

(1) The words "party" snd "partita" shall always mtm t party, or psrtles, to this agreement. 

(3) The parties to this agreement thall alwayt be referred to at "tt" or "they", whether the partial be cor

porate bodits, ptrtntrihipt, associations, or persons reel. 

(3) Tbe term "oil snd gat" ahall include oil, gaa, casinghead gas, gss condensate, and all other liquid or gut-

out hydrocarbons, unlet! an Intent to limit the inchialveness of thil term is specifically Stated. 

(4) The term "oil and gai Interests" shsll mean unleaaed fee and mineral interests in tracts of land lying 

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

(5) The term "Unit Area" thaU refer to and include all of the landt. oil and gas leasehold Interests and oil 

and gas Interests Intended to be developed and operated for oil and tat purpotea under thit agreement 

Such landa, dl and gat leatehold Interest* and oil snd gas Interests are described In Exhibit "A". 

(g) The term "drilling unit" shall mean the area fixed tor tha drilling of one well by order or rule ot any 

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

unit shaU be tha drilling unit as established by the pattern of drilling in th* Unit Area or as fixed by ex

press agreement ol the partiea. 

(7) All exhibit* tttached to this agreement are made a part of the contract at fully at though copied in full 

In tha contract. 

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

ell field supplies and personal property acquired for ute ln tha Unit Area. 

r tJlWill DMAHIIIIitjlilOW, LOSS OF LEASES AND OIL AND CAS INTERESTS 

A. Title Enamiwtltmi 

I*«h paaty-elhw then Opeiat** thall ptemptly tubmit te Optralnr ibtlrnott atrtifltrl ftoiw beginning to, 

r«c*nt date, together with all title papers In Itt pot ten Ion covering leetes snd oil and gat Interest* whjph*1t Is 

subjecting to thit contract. AU of these tbttrtctt and titl* record* thall be eximined for tht betjaetfof (11 par

ties by Operator'* attorney I. ' '• 

Operstor shsll promptly submit sbstracts certified from beginning to recen>date, together with all titl* 

pap*ra In Its positulon covering lease* tnd oil and gai int*re*t* which it̂ iar-iubjecting to this sgreement, to 

_ for sxtminatlon by th* letter's 

attorney for the benefit of all psrtlss. 

All titl* examination! thall be made without charfe. Each examining attorney shall prepare a com

plete titl* report on each separate tract basedueSn th* abstract record and titl* papert submitted to him. Eaeh 

title report shall contain a Hit of fee ownerf'and their interests, shsll itat* tha. attorney's opinion concerning 

validity of their interests, and thaOe-contaln an enumeration and description of title defects, if any, a report up

on mortgages, taxes. pendlPt̂ sultt, and judgments, and unrelcased oil and gat lease*, and a lilt of require

ments, If sny, uponiWffch the examiner'! approval ot title to ths lette or oil tnd gas interest Is contingent. The 

till* report sharlfalio contain a tpocitlc description ot the oil and gas lease being subjected to this contract, 

wltha-rfstement of ltt form, term (which will be satisfactory if It hs* a primary term expiring not loontr 

*̂ —" \ - — —# — n . . — * j-i-y raninl mvrntntr and ununifll tfrillin* 

"Joint Losi" 



A.A.P.L. FORM 610 

obligation! ana-ot «»«#(« royally, ail ptymenU, and athie tpititl bwdiaii A *»ay »f nth till* »plnl«*y «*> 

ol atch tupplamtntal opinion, and oi all final opinions, shall b» sent promptly to each party. The ooiirtbn ol 

the examining attorney concerning the validity ot the title to each oil and gas Interest and eseh l̂eaee, and the 

amount ot interest covered thereby shsll be binding and conclusive on tbe parties, but Jrtl acceptability of 

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

approval tnd acceptance by an authorized repreientative ot each party. 

All title examinations shall be made, and title reports tubmUtto, within a period Of days atter the 

submission ot abstracts tnd title papers. Each party shaJJ^h good faith, try to satiety the requirements ef the 

examining attorneys concerning its leasea and IntererfsT end etch thill have e period o f _ _ _ _ _ days from 

receipt of Utlt report for this purpote. If ths-rftle to any lette, or oil and gat Interest, Is finally rejected by 

the examining attorney, all parties thatTUttn be asked ta stste in writing whether they will waive th* title 

defects snd accept the leases oj>Wttr«tti, or whether they will itand on th* attorney's opinion. If one or more 

parties rttut* to watvoUtffdetccts, this agreement shall, In that esse, be terminated and abandoned, and all 

abstract* and tltlejtdptri shall be returned to thtlr senders. It all titles tre approved by the examining at

torney*, orars^iccepted by all parties', snd if all leatei are accepted aa to primary terms, royalty provisions, 

driUjpf̂ obligations and ipedsl burdens, all subsequent provisions cf thit sgreement shsll become operative 

dTttntditttlyi and tht panic* thill erattld ta th»ls p«»lorm«nc* at th«>' ire hamainiftt* alafd 

B. Failure *f Title*. 

After all titlei ar* approved or accepted, *ny d*f*ct* of titl* that may develop shall be tha joint re-

ipenslbllity ot sll parties and, it a title lost occuri, it. thall b* the loss of all parti**, with **ch bearing it* pro

portional* ptrt oi the lots and of any liabilities Incurred ln ths loss. If such a lota occurs, there shall be no 

change in, or adjustment of, the Interettt ot tht parties tn the remaining portion of the Unit Area. 

C Loss *f Le*s*s F*r Other Than Till* Fallurai 

If any lease or interest subject to this *gr**m«nt be lost through lallur* to d*v*lop or beeatt** expros* 

or itnpUed covenants have not b**n performed, or if sny leas* b* permitted to *xplf* at th* end of It* primary 

tarn and not be renewed or extended, th* loss shall not ba considered a failure of title and all such loss** thall 

bt Joint losses and shall b* born* by all p*rtl*s ln proportion to their lnt«r«sts and th*r* thall be no readjust

ment ot lntertiti In th* remaining portion of tha Unit Area. 

i . UNLEASED OIL AND OAS INTERESTS 

If any parly owns sn unleased oil and gas Interest in ihe Unit Am, that Interett shall be treated for 

the purpo** of this agreement ss it it w*r* * leased Interest under th* form of oil and gas leaae attached a* 

Exhibit "B" and tor th* primary term therein ttated. Aa to such Interests, th* owner shall r*c*lve royalty on 

production at prescribed In ths form of oU »nd gss leaie sttachid h*r«to ts Exhibit "B". Such party sh*H, 

however, be subject to all of the provltions of this agreement relating to less***, to th* *xt*nt that It owns 

the lessee interett. 

tj, INTERESTS OF PARTIES 

Exhibit "A" lists all of the parties, and, their r*sp*etlv« percentage or fractional interettt undtr thit 

•greemtnt Unlets changed by other provltions, til costs »nd llabllltlet Incurred In oper»tlont under thit eon-

tract shsll be borne ind paid, ind ell equipment and material acquired in eperstl̂ ns on the Unit Are* thill be 

owned, by the ptrtles ts their int«r»stt ar* given In Exhibit "A"/^5lCprofuctlon of oil and gas from the 

Unit Ares, subject to th* payment of lessor's royalties, shall alto be owned by the parties In the tame manner. 

— 2 — 

"Joint Lost" 



A.A.P.L. FORM 610 

lt any ell and gai lost cc-vtred by thit agreement lt subject to an overriding royalty, production pay-

ment, or other charge over and above the usual one-eighth (H) royalty, th* party contributing that leata thall 

assume tnd tlont bear all juch excess obligation! tnd shall account for them to the owner* thereof out of IU 

share of the working interett production of the Unit Area. 

I. OPERATOR OF UNIT 

S l n e l f t l f O i l C o r p o r a t i o n ihall be th* Operator of 

the Unit Artt. tnd shall conduct and direct and have full control of all optrition* on the Unit Art* at per
mitted and required by, and within the llmiti of, thit »gr*ement. It thall conduct all tuch operation* in a good 
and workmanlike manner, but it shall have no liability as Operator to tht other parti** for losses sustained, 
or liabilitiet Incurred, except such as may result from grots negligence or from bretch of tha provitiOnt of 
this agreement. 

I. EMPLOYEES 
Th* number of employees and their selection, and the hours of labor and the compensation for services 

p*rform*d, thill be determined by Operttor. All employees shall be the employe** of Operator. 

1. TEST WTLL 

On or b*for* th* day of , 1» Operator shall commence the drill
ing Of a well for oil and gat in the following location: 

NONE 

and shall thereafter continue tha drilling ot tha well with due diligence to 

ttnlett granite or other practically Impenetrable substance J* encountered at * letter depth er unless all partiea 
agree to complete th* wtll it a l«tt*r depth. 

Operator shall make ressonabl* tests of all formations encountered during drilling which giv* Indica

tion ot containing oil and gai in quantities auffieicnt to test, unless thil agreement shall be limited In it* ap

plication to a ipecific formation or formations, In which event Operator shall be required to test only th* 

formation or formation* to which this agreement may apply. 

If in Operator's judgment th* wtll will not produce oil, or gai In paying quantities, and It wish** to 

plug and abandon the test at a dry hole, it thill first secure th* content of all partial to th* plugging, and th* 

w*ll shall then be plugged and abandoned as promptly a* pottibl*. 

I. COSTS AND EXPENSES 

Except a* h»r*ln otherwise »p«clflc*lly provided, Operator shall promptly pay and discharge all costs 

and txptnset incurred in th* development and operation ol the Unit Area pursuant to this agr**m*nt tnd shall 

charg* each of tht partlet htrtto with their respective proportional* shares upon the cott and expense bsslt 

provided ln th* Accounting Procedure »tt»ched htrtto tnd marktd Exhibit "C". If any provision ot Ex-

Mbit "C" Ihould be inconsistent with any provision contained In tha body ol thii agrtem*nt, th* provisions in 

th* body of this tgrttm*nt thall prevail. 

Operator, at Its election, (hall hav* the right from time to time to demand and receive from th* oth*r 

parties payment In advahct of their respective thtrtt of the eitlmtted amount of tht coitt to be incurred in 

operation* hereunder during tho next succeeding month, which right may be extrclsad only by submission to 

each such party of an Itemlied statsment of tuch estimated costs, together with an Invoice for it* ihsre there

of. Each such statement and Invoke for the payment In advanc* of estimated costs thill be lubmitted on or 

.before the JOth diy of the next preceding month. Eaeh party thall pay to Operator Iti proportionate thare of 

luch eitimate within fifteen (15) dayi after tuch ettimate and invoice ia rocclved. If any party filll to pay Iti 

lharo ot said estimate within snid time, the amount due thall bear Interest it the r«fe 1(S^KKr^^ftb-f3^Cpcr , , : 

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

that each party shall beir and pay Its proportionate thare of actual cott* Incurred, and no more. 
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t. OPERATOR'S LIEN 

Operator Ii given a first and preferred lien on the Interest of each party covered by thia contract, and 

ln each party's interett ln oil and ga< produced and the proceedt thereof, and upon each party's interest In ma

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

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

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

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

th* proceed* accruing to the working Interest or interests in the Unit Area ot the delinquent party up to the 

amount owing by such party, tnd tach purchaser ot oil or f tt Is authorhtd to rtly upon Operator's statement 

a* to th* *mount owing by such party. 

In the event of the neglect or failure ot any non-oparatlnf party to promptly pay Its proportionate part 

of the cott and expense of development tnd operation when due, th* other non-optrallng parti** and Operator, 

within thirty (30) days after the rendition of st*t*m*ntt therefor by Operitor, shall proportionately contribute 

to th* payment of tuch delinquent Indebtedness and the non-operating parties so contributing shall be entitled 

to the same lien rights ss sre granted to Operator ln this section. Upon th* ptyment by such delinquent or 

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

on behalf ot Ihe non-operating parties under th* lten conferred tbove, tho amount or amount* so paid or re

covered thall be distributed and paid by Operator to th* other non-operttlni parties and Operator propor

tionately tn accordance with th* contributions theretofore maae by them. 

10. TERM OF AGREEMENT 

This *gre*m*nt shall remain In full force and effect for a* long it tny of the oil snd gas less** subjected 

to this agreement r*mrin or tr* continued in fore* •• to any part of th* Unit Area, whether by production, *x-

tension, renewtl or otherwise; provided, however, that In the event the first well drilled hereunder results in 

a dry hoi* tnd no oth«r well It producing oil or gaa in ptylng quantities from th* Unit Area, then at the end 

of ninety (00) days after abandonment ot the first test well, this sgreement thsll terminate unlets on* or 

more of the parti*! are th*n engaged in drilling a well or wellt pursuant to Section 11 hereof, or all parties 

have agreed to drill an additional wtll or well* und*r thit agreement, in which event this agreement shall con

tinue tn force until tuch wtll or walls thill h*v* been drilled and completed. If production result* Here

from this sgreement shsll continue in force thereafter as If laid tint test wel) bad been productive in paying 

quantiti**, but If production ln paying quantities doe* not result therefrom this tgretmtnt shall terminate 

at the end of ninety (00) days sfter ibsndonment of such well or wellt. It It sgreed. however, that the term

ination of thli agreement ihall not relieve any p*rty hereto from my liability which hit accrued or attached 

prior to th* dite of tuch termination. 

11. LIMITATION ON EXPENDITURES 

Without the content of ill ptrtlti: (*) No wtll thall b* drilled on the Unit Art* except any wall ex

pressly provided tor In this sgreemtnt tnd except any w*H drilled puriutnt to tht provltions of Section 13 

of this agreement, It being underttood that the content to tht drilling of a well shall include consent to *ll 

necessary expenditure! in th* drilling, letting, completing, and equipping ot th* wtll. Including neceiiary 

ttnkige; (b) No w«U thall be reworked, plugged btck or deepened except t wsll rsworked, plugged back or 

deepened pursuant to tha provision* ot Stctlon 12 ot thit sgreement. lt being understood that the consent to 

tha reworking, plugging back or deepening of a well shsll Include consent to til necessary expendlturti in 

conducting Such operstlons snd completing*!nd equipping of tiid well to produce, including necessary tank-

*g*i (c) Operator shall not undertake any tingle project reatonably estimated to require an expenditure in 

excess ofJlve Thousand T-MI.,. (« 5.000.00 ) 
except In connection with * well th* drilling, reworking, deopenlng. or plugging back of which hat been pre
viously authorized by or purtusnt to thit sgreement; provided, however, that In cite ot explosion, fire, flood, 
or ether sudden emergency, whether of the torn* or different nature, Operator msy take tuch iteps tnd Incur 
Such expenses l l In iti opinion ire required to deal with the emergency and to tafetuard life and property, 
but Operator thill, ts promptly is possible, report th* emergency to the other parties. Operator jhall. upon 
request, furnl»h copies of lit "Authority for Expenditure*" for any tinglo project eotting in ex-
cess of t 2 - 5 0 0 . 0 0 

See Section 31(c) for additional pro"vision. 
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It. OPERATIONS BY LESS THAN ALL PARTIES 

If all the partial cannot mutually agree upon the drilling of any well on the Unit Area ether than the 

teat well provided for in Section 7, or upon th* reworking, deepening or plugging back of a dry hole drilled 

at th* joint expenae of all parties or a well jointly owned by all the parties and not then producing In paying 

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

may giv* the Other parties written notice of the proposed operttion, specifying the work to be performed, 

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

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

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

dav/erte? receiptor The notice within which to notify the parties wishing to do ths work whether they elect 

to participate In the cost of the proposed operation. Failure of a party receivlni such s notice to so reply to 

lt within th* period above fixed shall constitute an election by that party not to participate in th* cost of th* 

proposed operation. 

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

parties being hereafter referred to ss ' Non-Consenting Psrty"), thon in order to be entitled to th* benefit* 

of this section, the party or partita giving th* notice and such other ptrtle* a* shall elect to participate In the 

operation (til tuch partial being hereafter referred to at the "Consenting Parties") shall, within thirty (30) 

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

ation of the 45-hour period wher* the drilling rig is on location, at th* cas* may be) actually commane* work 

on th* proposed operation and complete It with due diligence. 

The entire cost and risk of conducting such operations shsll b* born* by the Consenting Parties in th* 

proportions that their retpectlve Interest* as shown In Exhibit "A" besr to the totsl Interest* of sll Consenting 

' Parti**. Contenting Plrtiet thall keep the leasehold, estates Involved in Such operations frse and dear ot all 

liens and encumbrances of every kind crsatod by or ariiing from the operttion* of the Consenting Partita. If 

tuch an operation reaultt In a dry hole, th* Contenting Ptrtie* thill plug tnd abandon th* w*ll at thtlr sole 

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

section results tn a producer of oil and'or gat in paying quantities, tht Contenting Partial thai) completa and 

•quip the well to produce at their sol* cott tnd risk, and the. wall thill then be turned over to Operator and 

shall be operated by lt at the expense and for the account of the Contenting Partial. Upon commencement of 

operation! for th* drilling, reworking, deepening or plugging back of any tuch well by Conaentlng Partiea 

in accordance with the provisions of thit section, each Non-Contenting Party shall be deemed te have relln-

qullhed to Contenting Partial, tnd the Consenting Pirtlet shall own and be entitled to receive, in proportion 

to their respective interettt, til ot tuch Non-Consenting Party's Interett In th* well, iti leatehold operating 

righta, and thare ef production therefrom until the proceed* or market value thereof (afttr deducting pro

duction taxet, roytlty, overriding royiIty and other Interettt ptytblt out of or meitured by th* production 

trom tuch well accruing with respect to tuch Interest until It reverts) shall equal tha total ot the following: 

(A) 100% of each such Non-Contenting Party's share of tha cott of any newly acquired surface equipment 

beyond th* wellhead connections (Including, but not limited to, stock links, leparetore, traaters, 

pumping tqulpmcnt and piping), plut 100ft of eaeh tuch Nor.-Cons*ntlng Ptrty't shire ef th* cott of 

operation of the wtll commencing with first production and continuing until ttch tuch Non-Contenting 

Party't relinquished interest shall revert to It under other provltlont ot this taction, it being agreed that 

each Non-Consenting Ptrty't ihirc of tuch cotti tnd equipment will be that Interett which would have 

been chargeable to each Non-Contenting Party had lt participated In the well from the beginning of 

the operation; and 

(B) 100% ef that portion of the costs and expenses ot drilling, reworking, deepening or plugging back, 
testing and completing, after deducting any cash contributions received under Section IS, ind 100«i 
of that portion of the cost of newly acquired equipment In the well (to and Including the wellhesd 
connectioni), which would have been chargeable to such Non-Consenting Party if lt had participated 
therein. 
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In tht cut of tny reworking, plugging back or deeper drilling operttion, the Contenting Ptrtltt thell 

be permitted to ute, free of cott, ill citing, tubing tnd other equipment In the well, but the ownership of ill 

•uch equipment thall remain unchanged; and upon abandonment of • well after tuch reworking, plugging 

back or deeper drilling, the Contenting Ptrtlet ihall account for all tuch equipment to the ownert thereof, 

with etch party receiving iti proportionate part in kind or in value. 

Within tixty (d0) dayt tfter the completion of tny operttion under thit lection, the party conducting 

the operations for tha Contenting Parties ihall furnish each Non-Consenting Party with an inventory of 

the equipment in and connected to the well, and an Hemlted itatement of tha cost of drilling, deepening, 

plugging back, testing, completing, tnd equipping the well for production: or, it Iti option, the operating 

party, In litu of an Itemized itatement of such costs of operation, may submit a detailed statement of monthly 

billings. Each month thereafter, during the time the Conttnting Parties ire being reimbursed as provided 

above, the Consenting Parties thall furnish tht Non-Contenting Parties with an Itemised statement of all 

costs and liabilities incurred In the operation of the well, together with a itatement of the quantity of oil 

and gas produced from It snd the amount of proceeds realised from the itlt of tht weil't working Interett 

production during the preceding month. Any amount realised from th* tale or other dUpoaition ef equip

ment newly acquired ln connection with any tuch opentlon whleh would have been owned by a Non-Con

tenting Party had it participated therein thill be credited again*t th* total unreturned coat* of the work done 

and of th* equipment purchased, in determining when the interest of tuch Non-Contenting Party ahall revert 

to It ai above provided; if there I* a credit balanc* It shall be paid to auch Non-Contenting Party. 

If tnd when th* Consenting Psrtits recover from a Non-Comtntlng Ptrty't relinquished] interest the 

•mounts provided for tbov*, the relinquished Interests ot such Non-Contenting Ptrty thall automatically 

revert to It and from and tfter such reversion IUC* Non-Couanting Psrty shall own the same inter*** in such 

Wall, the operating rights snd working Interest thentln, th* material and equipment in or pertaining thereto, 

and th* produotlon therefrom at such Non-Conttntlng Party would have owned had it participated In th* 

drilling, reworking, deepening or plugging back of said w*ll. Thereafter, tuch Non-Contenting Party ahall be 

ehargtd with and thall pay Iti proportionate part of th* further costs ot tht operttion of said well la accord, 

anc* with th* term* of this agreement and th* accounting procedure schedule. Exhibit "C", attached hereto. 

Notwithstanding th* provisions of this Section 11, lt Is agreed that without tha mutual consent of *n 

parties, no wellt shsll be eomplttad In or produced from a source of supply from which a well located else* 

where on the Unit Area Is producing, unless such wtll conforms to Ihe 

*xxmiX39KXKBto*SBix> by the governmental agency having Jurisdiction. 

Tht provltions of this ssctlon shall have no application whatsoever to the drilling ot the initial teat 

wall en th* Unit Area, but thall apply to th* reworking, deepening, pr plugging back of th* initial taat well 

after It hat been drilled to the depth tpaciflad In Section T, tf It It, or thereafter shall prove to be, a dry 

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

posed to be drilled, reworked, deepened, or plugged btck, upon tht Unit Aret subsequent to th* drilling of 

tha initial tut welt 

11. RIGHT TO TAKE PRODUCTION IN KIND 

Each party thall take In kind or separately dltpow ef Its proportionate shirt of til oil *nd gtt pro

duced from th* Unit Area, exclusive of production which may b* used in development and producing oper

ations and In preparing and treating oil for marketing purposes and production unavoidably loit Each party 

•hall pay or deliver, or caus* to b* ptld or delivered, ill royiltle*. overriding roysltlei, or other paymenti 

du* on its shire of such production, and thsll hold the other pirtie* free from tny liability thcrtfor. Any 

extra txpenditur* Incurred In the taking th kind or tepirtt* disposition by «ny party of Its proportion*!* 

•hire Of tht production shall b* borne by tuch party. 

Each party thall execute ill division orders ind contracts ot sal* pertaining to Its Interest In produc
tion from the Unit Area, and ihall be entitled to receive piyment direct from the purchaser or purchasers 
thereof for Its share ot all production. 
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In th* event »ny p«rty shall fall to make th* srrsngemenu necessary to take In kind or soparately 

dispose o( Its proportionate thirc ol the oil and gas produced from the Unit Area. Operator ahall have th* 

right, subject lo r»voe»tlon at will by th* party owning it, but not the obligation, to purchase such oil snd 

gas or sell it to othori for the time being, at not leu then th* market price prevailing in th* arc*, which 

shall tn no evenr be less than the pric* which Operator receives for its portion of the oil and gas produced 

from the Unit Ares. Any such purchsse or sale by Operator shall be subject tlways to the right of the 

owner of th* production to exercise st any time tt* right to take in kind, or separately dispose ef, its share of 

all oil tnd gas not previously delivered to a purchaser. Notwithstanding th* foregoing. Operator shsll not 

make a tale into interstate commerce of any other party'* thar* of gat production without firstMtUtnHHXX 

JCfctarjoaKJî  auch other party written 
consent. 

14. ACCESS TO UNIT AREA 

Each party shall have access to the Unit Area at all reasonable times, at It* sol* risk, ts Intpeet or 

observe operations, and shall have access at reasonable timet to Information pertaining to the development 

or operation thereof, Including Operator'! books and record! relating thereto. Operator ahall, upon request, 

furnish each of the other partial with copies ot til drilling report!, well logs, tank tablet, dairy gtuge and 

run Uckets and report* ot stock on hand at the first ot ssch month, and ihttl mike available temples of any 

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

15. DRILLING CONTRACTS 

All wellt drilled on the Unit Area shall be drilled on a eompatttiv* contrtet baf )• tt the <irt*l rat** 

prevailing In the area. Operator, It it so detlres, msy *mploy Its own tools and equipment tn the drilling 

Of walls, but Its charges therefor shsll not exceed the prevailing rat** In the field, «nd th* rate of such 

charges thall be agreed upon by tht ptrtlet In writing before drilling operation* ar* commenced, and tuch 

work shsll be p*rform*d by Operstor under the t*m» term* tnd conditions ** shall be customary and usu*l • 

in tha field in contracts of Independent contractors who are doing work of a aimllar nature. 

lt. ABANDONMENT OF WELLS 

No wall, oth*r than any well which ha* been drilled or reworked pursuant to Section 1J hereof for 

which th* Contenting Ptrtltt htvt not been fully reimbursed •• therein provided, which has b**n com. 

pitted as s producer thill be plugged snd tbtndoned without the content of ill parties; provided, however, 

If all p*rtl*l do not agree to the ab»ndonm*nt of tny w*il, tho** wishing to continue Its operation sh*ll tender 

to each of th* other parti** its proportionate thar* of the value ot the well't sslvabl* materiel and equip-

ment, determined in accordance with the provisions of Exhibit "C", le«« th* **tim*t*d co*t of salvaging and 

tha estimated cost ot plugging snd sbsndonlng. Esch abandoning party shall then assign to th* non-

abandoning parties, without wtrrtnty, express or implied, es to titl* or s i to quantity, quality, or fitness for us* 

of th* equipment »nd material, all of Its Interett in the well and iti tqulpmtnt, togtthar with It* intarett In 

th* leasehold estate at to, but only at to, th* Interval or Interval! of th* form»tlon or formation* th*n open 

to production.. The titlgnmtnti to limited shall tncomptss th* "drilling unit" upon which th* w*ll la located. 

Th* paymtntt by, and the asslgnmenU to, the assignee* shall be ln a ratio ba»*d upon th* relatlonahlp of 

their respective-percentages of ptrtlclpitlon in the Unit Aret to tht tggregate of the percentages of partici

pation in the Unit Area of all atslgneci. There thill be no rctdjuttmcnt of Interett In the remtlning portion 

Of the Unit Area. — 

After the assignment, tho assignors shall hive no further retpontlbillty, liability, or inlerett In the 

operation ot or production from the well In the Interval or Intervals then open. Upon request of the attlgneei, 

Operitor thall continue to operate tho isslened woll for tho tccount of the non-sbandoning parties at the 

ratei tnd charge* contemplated by this agreement, plus any additional cott and charges which may artte as 

th* result of Ihe separate ownership of the assigned well. 
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IT. DELAY RENTALS AND SHUT-IN WELL PAYMENTS 

Each party ihall pay all delay rentals and ihut-in well payment! which may be required under the 

terms of its lease or lease* and submit evidence of each payment to the other parties at laaat tan (10) days 

Prior to the payment date. The paying party shsll be reimbursed by Operstor for 100% of sny such delsy 

rental payment and 100% of any such shut-in well psyment. The smount of such reimbursement shall be 

charged by Operator to the joint account of the parties and treated in all respects the same aa eosta incurred 

ln the development and operation of the Unit Area. Each party responsible for luch psymenU shall diligently 

attempt to make proper payment, but shall not be held liable to the other partial in damages for the loss of 

any lease or interest therein If. through mlitako or oversight, any rental or shut-in well payment la not paid 

or ia erroneously psid. The lots of any lease or interest therein which results from a failure to pay or an er

roneous payment of rental or ihut-in well payment shall be a joint loss and there shall be no readjustment of 

lnUrests in th* remaining portion of the Unit Ares. If sny party secures a new lease covering the terminated 

Interest, such soqulaiton shall be subject to the provisions of Section 13 of this agreement. 

Operator shall promptly notify each other party hereto ot the date on which any gas well located on 

the Unit Area is shut in and the reason therefor. 

II . JIlBPSnCNTlAb niGHT-TO-PURCHASE 

Ehaula any patty desire ell all ee «ny part a( its IMiietii undaa thit aawt* It* aiakU and It) 
terastS in the Unit Ar»*. it shall promptly give written notice to the other partie*, with full lnfor-jwrtiSn con-

earning it* proposed sale, which ihall Include the nama and address of th* prwpertive^p«rt1uu>er (who must 

be ready, willing and able to purchase), the purchase price, and all other tems^rfhe offer. The other partiea 

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

on the aama tarm* and conditions th* interest which theojiei^party propose* to sell; and, tf (his optional right 

it exercised, the purchasing partlea ahall shsrejjie-^urehased interett in th* proportion* that, th* lntareat of 

eaeh bears to the total Interest of aU^ircliaiing parties. However, there shall be no preferential right to pur* 

Cheat in those cases whensjtrfarty wishes to mortgag* it* lnt*r**tt. or to dispose of iu inUraats by merger, 

rtorganliation,cojy**fflatlop, or tale of all of lu eiiets, or a sal* or trsnsftr of IU Inurmu to a subsidiary or 

parent^pjnrfny, or tubtldliry of a parent company, or io any company ln which any one party owne a mi-

lofity »f the static. 

II. SELECTION OP NEW OPERATOR 

Should a sale be mide by Operator of lta rlghtt tnd lnUrests. the other part let thai) have the right 
within aixty (60) dayt tfttr the dtte of tuch tale, by majority vote fn Interett, to select a new Operetor.' If 
a new Operator is not to telected, the trtnifere* of tht prtstnt Optrttor thsll tuume th* dutiea of tnd let tt 
Operator. In either case, the retiring Operator shall continue to serve it Optrttor. tnd discharge IU duties 
In that capacity under this sgreement, until Its successor Operstor i* telected snd begins to function, but th* 
present Optrttor shall not be obligated to continue the performance of its duties for mora than 120 daya after 
th* tale of iti righU and lnt«r*iU hat been completed. 

— S — 

"Joint Loss" 



10. MAINTENANCE OF UNIT OWNERSHIP 

Far th* purpose of maintaining uniformity of ownership in th* oil *nd gas ltiuhold interat* cov»r*d by 

thit eontrtet, tnd notwithstanding tny othtr provltlont to the contrtry, no party shall wll, *neumb*r, tr*ntf*r 

or make other disposition of lit interest in the leases ambr*c«d within th* Unit Art* and In wells, equipment 

and production units* such disposition covers either: 

(1) the entire Interest ot the ptrty In all lease* tnd equipment and production: or 

(1) an equal undivided Interest In all leases and equipment and production ln the Unit Area. 

. A v e r y , u e h *al*. encumbrance, transfer or other disposition mad* by any party shall b* m»de expressly with assumption P' obligations hereunder in writing by assignee, 
subject to this agreement and shall be made without prejudice to the rights of the other parti**. ' 

It tt any time tht interest of tny party Is divided among and owned by four or mora eo-own«rt, Opera

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

ceive notices, tpprovt expenditures, receive billings for and approve and pay tuch ptrty't thare ef the joint 

expenses, and to deal generslly with, and with power to bind, ths co-owners of tuch ptrty't Interett* within 

the scope of the operations embrtced in this contract; however, *lt tuch co-owners shsll inter Into and execute 

all contracts or agr**m*nt* for th* disposition of theJr r**p*ctlve shares of the oil ind gts produeed from th* 

Unit Area and th*y shall hava the right to receive, separately, payment ef the sale proceed* thereof. 

11. RESIGNATION OF OPERATOR 

Operator may resign from its duties and obligations es Operator at any tint* upon written notice of not 

less than ninety (00) diys given to all other parties. In this ces*. all parties to this contract shall select by 

majority vote In Interest, not in numbers, a ntw Operitor who ahall ttsume th* responsibilities and duties, and 

hav* the rights, prescribed for Op*r*tor by thit agreement. Th* retiring Operator thall d*!lv*r to It* iuc-ce**or 

all records and information necessary to the discharge by the new Optrttor of Its dutlee end obligation*. 

M. LIABILITY OF PARTIES 

The liability of the pirtlts thsll bt ttvtral, not joint or collective. Each party shsll be respontsbl* 

only for Its obligations, and shall be liable only tor its proportion^* thtr* of th* coit* 'of developing *nd 

Operating th* Unit Ar*a. Accordingly, the Hen granted by **ch p*rty to Operator ln Stetson • I* green to aw-

cur* only the debt* ot *ach severally. It it not th* Intention of the parties to create, nor ahall this agreement 

be construed at creating, a mining or other partnership or assoclitton, or to r*nd«r them llabU a* partners. 

11. RENEWAL OR EXTENSION OF LEASES 

If any party secures s renewal of any oil and gas leaae aubject lo this contract each and all ot th* other 

parties ihall be notified promptly, and shall have the right to participate In the ownership of tha renewal lea** 

by paying to the party who acquired it their several proper proportionate thtrtt Of tht tcquiittion cott. which 

thall be in proportion to the Interest! hold it thit time by the parties in the Unit Area. 

If iomt, but less than all, of the partial elect to participate In the purchaie of a renewal Iaa**, it thall 

be owntd by tht partltl who elect to participate therein; In a ratio bated upon th* relstionshlp of their respee-

tlv* percentage of participation in tht unit irei to the tggregtt* of th* percentage* of pirtldpition In the unit 

arc* of *U partial participating In the purchase of such renewal lease. Any renewal leaae In which less than 

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

Each party who participates in the purchase of a ren«w»l lette shall be given in ittlgnment of lu pro

portionate interett therein by the acquiring party. 

Th* provisions of thit section thill apply to rtnewal leatat whether they are for the entire Interett 

covered by th* txplrtng teat* or cover only t ponton of Iti *r*a or an interest therein. Any renewil lent 

taken btfor* th* expiration of itt predeeettor leite. or taken or contracted for within tlx («) months after 

the expiration of the exlttlng lease shsll be tubject to thil provision; but any lene taken or contracted for 

more than iix (6) month! ifter th* expirition of an exlttlng lease shall not be deemed a renewal leite and 

Shsll not be subject to the provl-iom of thit taction. 

The provitiont in thla teetlon ihall Ipply alto and In like manner to extensions of oil and gas leases. 
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i«. SURRENDER OF LEASES 

The lease, covered by thii igr**ment, ln so ftt as thty «mbr«ce tcretg* ln th* Unit AXM. shall not be 

surrendered in whole or in part unlet. i l l p»rtie« content. 

However, thould tny ptrty detire to turrtnder lit interett in tny lias* or In tny portion thtreot, tnd 

other parties not tgree or content, the party desiring to turrender thsll tftign. without *xpr*s* or implied 

warranty oi title, all ot iu lnttrett ln tuch leate, or portion thereot, tnd any well, material and equipment 

whioh may be located thereon and any rif htt In production thereafter tecured, to the partita not dttlrtng to 

turrender it. Upon tuch attlgnmant, the atilgning party thall be relieved from all obligation! thtrtefter a c 

cruing, but not theretofore tccrued, with respect to the acreage assigned and tha operation of any well thtre-

on, and the assigning party thall have no furthtr lnttrett in tht lent tssigntd snd ita equipment and produotlon. 

The parties ssslgnee shsll pay to ths party assignor the reasonabla sslvage value of tht letter's InUreat In any 

wells and equipment on tht asslgntd tcreagt, dtttrmined ln accordance with the provisions of Exhibit MG", 

lata the animated coat of salvaging and the estimated coat tit plugging and abandoning. If the assignment is ln 

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

that the interest of tach bean to the interest of all parties ssslgnee. 

Any assignment or turrender made under this provision shall not reduce or change tha assignors' or sur

rendering parties' interest, as it was immediately before tht sstignmtnt, in the balance of the Unit Area; snd 

the acreage assigned or turrendered, and subsequent optrttions thereon, shtll not thtreafter be subject to tho 

termi and provisions of this agreement. 

tS. ACREAGE OR CASH CONTRIBUTIONS 

If any party receive! while this agreement It in force a contribution of cash toward the drilling of a 

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

drilling or other operttion and shall be applied by it againtt the cott of such drilling or other " 

the contribution be ln the form of tcretge, the party to whom th* contribution It made shall promptly$5tjx}e 

an assignment of the acreage, without warranty of till*, to al) parti** to this agreement in proportion to their 

mteresU in th* Unit Ar*« at that time, and tuch acreage thall become a part of tha Unit Area and ba gov«rn*d 

by all th* provision* of this contract. Each party shall promptly notify all other pertlss ef all senega or 

money contributions it may obtain in support of tny well or any other operttion on th* Unit Area. 

It . PROVISION CONCERNING TAXATION 

Each of the parties hereto elecU, under the authority of Section I t i (a) ot tha Internal Revenue Cod* of 

1154, to bt excluded from the application of all of th* provisions of Subchapter X of Chapter 1 of flubtitl* A of 

tha Internal R*v*nu* Cod* of 1964. If th* lncom* Ux laws of tht ttite or sUtcs in which th* property eevtnd 

hereby it located contain, or may htrettttr contain, provisions similar to those contained In the Subchapter ol 

th* Intertill Revenu* Cod* of 1954 above referred to under which t timilir election It permitted, tach of tht 

oartiet • greet that tuch tleetton thall be exercised. Etch pirty tuthorliei tnd dirtcti Ot* Operator to txecute 

such an election or elections on iu behalf and to file the election with th* proper governmental office or 

agency. If requetttd by the Operitor to to do, tach ptrty agreei to execute and join In such an election, 

Optrttor ahtll rtnder for id vslortm taxation all property subject to thil agreement which by law 
thould be rtndtrtd lor such tax«t, and it shtll pty til tuch taxts assessed thereon before they become delin
quent. Operator ihall bill all other partlti for their proportionate ihara ot all tax paymenU in th* mtnntr 
provided in Exhibit "C". 

If tny ttx assessment Is considered unreasonable by Operator, it may at IU discretion protest such vllut-
tlon within the time ind manner prescribed by lew, and protecutt the protest to t final determination, unless 
all parties tgree to tbtndon the protest prior to final determination. When tny such protested vtluttion shtll 
havt been finally determined, Operitor shall pay the tstesiment for the joint account, together with lnttrett tnd 
penalty accrued, and the total cost shell then be assessed against the parties, ind be paid by them, ts provided 
In Exhibit "C". 

-10 — 
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17. INSURANCE 

(*\ Ooerator ihaU at all tiaee daring tho ten. of thii agreement carry Insurance to 
^ r t l ^ I S ? i t hereto e>» oet forth ln Exhibit "D" hereto attached and Bade a part 

C 2 , end nT ^ r l n ^ a n c . ' f o / ^ a n e f l t of tho partiea In 
tlow under this agreement ahall He carried by Operator and no change in th. insurance 
•et forth in Exhibit T>" ahall ne made unlesa agreed to ln writing. 
(Y>) Operator shall require a l l contractors performing vorx under thla to 
i a n y l ^ L e V w t forth ln Exhibit atUch.d hereto and Bade a part hereof. 

• ( c )n the event Automobile Public Liability In.urance 1* epeclilttt in said Exhibit "D", or subsequently r»-

eelvee the epproval oi the parties, no direct charge ihall be made by Operitor lor premium! paid lor Mich In

surance for operator'! fully owned automotive equipment 

tt. CLAIMS AND LAWSUITS 

If any party to thii contract ii sued on tn alleged ctuie of action ariting out of operation* on the Unit 

Area, or on an alleged caul* of action involving title to any lette or oil and gat interett lubjected to thii con

tract, it ihall five prompt written nolle* of the auit to the Operator and all other partie*. 

Tht defense oi lawsuits ihall be under the general direction ef a committee of lawyers representing th* 

parti**, with Oper»tor'i sttornsy ts Chslrmm. Suit* m*y b* i*ttl«d during litigation only with tha Joint con-

ttnt of ill partial. No charge shall be made for services performed by th* staff .attorneys for any of th* 

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

tny final Judgment, thall be considered coits oi operstion and shall b* charged to and paid by all parties In 

proportion to their then Interests in th* Unit Art*. Attomtyt, other than tttff attorneys tor the parti**, shall 

be employed In lawsuit* involving Untt Area operttion* only with the consent of all parties; if outside counsel 

Is amploytd, their feci ind expense* ihall be cor.tldertd Unit Ar*a cxp«n*« and thall be paid by Operator and 

charged to all of tha parties in proportion to their then int«r**t* in the Unit Araa. The provisions of thit 

paragraph thall not be applied in any Instanee where the loss which.msy result from the suit Is treated a* ao 

individual loss rather then • Joint loss under prior, provision* of this sgreement, tnd al) such suit* shall be 

handled by ind b* the sol* responsibility of the party or ptrtiei concerned. 

Dtmtge claim* caused by and arising out of operations on the Unit Area, conducted) (or th* Joint ac

count of all parties, shall be handled by Operator and its attorney*, tha aetfltment of claims of this kind thai! 

be within tht dlteretion of Operator so long at the amount paid in settlement ot *ny on* eiatm does not exceed 

one thousand (ti 000.00) dollar* and, if tattled, the sums paid in settlement thill be charged IS expense to 

and be paid by all parties In proportion to thsir then Interests in tho Unit Area. 

I I . FORCE MAJEURE 

If my-party it rendered untble, wholly or in part, by force majeure lo carry out its obligations under 

this sgreement, other than the obligation to make money payments, that party shall glv* to all Other parties 

prompt written notice ot the force majeure with reasonably full particulars concerning it; thereupon, the 

obligations of th* ptrty giving th* notice, so far at they tre affected by the force majeure, shall be Suspended 

during, but ne longer than, the continuance ot the fore* majeure. Th* affected party shall us* all posslbl* 

diligence to remove the force mijeure ti quickly ai postlblt. 

Th* rtqulremtnt thit tny force mtjeurt shtll be remedied with all reasonable dispatch ahall not require 

the **ttlement of itrlket. lockouti, or other labor difficulty by the party Involved, contrary to ttl withes: how 

til tuch difficulties shall be handled shall be entirely within the diicretion of the ptrty concerned. 

The term."force mtjture" is here employed shell metn in set of Ood, itrlk*. lockout, or oth*r induttritl 

diiturbinee, tct of tht public enemy, w*r, blockade, publie riot, lightning, fire, ttorm, flood, explotion, gov

ernmental restraint, unavailability of equipment, tnd any othtr cautt, whether of the kind ipecifically enum

erated above or otherwise, which 1* not reasonably within the control of the party claiming suspension. 

St. NOTICES 

All notices authorized or required between the partlet, and required by sny of the provisions of this 

agreement, thall, unless otherwise tpeeifieilly provided, be given in writing by United StattS mail or Western 

Union Telegrtm, pottage or chargn prepaid, and addretted to the party to whom th* notice Is given tt the 
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address** listed on Exhibit "A". The originating notice to be given under «ny provision hereof shsll be deemed 

given only when received by the party to whom such notice is directed snd the time tor such party to (ive any 

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

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

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

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

31. OTHER CONDITIONS, IF ANY, ARE] 

(a) No well shall be drilled In the Unit Area until after title to 
the drillsite lease has been examined by an attorney approved by a l l 
parties participating in the cost of the well, and the ti t l e has been 
approved by said examining attorney and the title has been accepted by 
a l l parties participating in the costs. All costs incurred in connec
tion with examining titles shall be charged to the Joint account of the 
parties hereto. 

(b) This Operating Agreement is subject to all the terms and provi
sions of that certain Farmout Agreement between John H. Trigg, et ux., 
and Sinclair Oil tt Oas Company (now Sinclair Oil Corporation), dated 
November k, 1966, which by reference is incorporated herein for a l l 
purposes. 

(c) In spite of any provisions to the contrary appearing in Seo-
tion 11 hereof, consent to the drilling of a well shall not be deemed 
as consent to the setting of oaslng and a completion attempt. After any 
well drilled pursuant to this agreement has reached its authorised depth. 
Operator shall give immediate notice to Non-Operators. Trie parties re
ceiving, such notice shall have forty-eight (48) hours (exclusive of 
Saturdays or Sundays or legal holidays) in which to elect whether or 
bot they desire to set casing and to participate in a completion at
tempt. Failure of a party receiving such notice so to reply within 
the period above fixed shall constitute an election by that party not 
to participate in the cost of a completion attempt. I f a l l of the 
parties elect to plug and abandon the well, Operator shall plug and 
abandon same at the expense of a l l of the parties. I f one or more, but 
less than all , of the parties elect to set pipe and to attempt a com
pletion, the provisions of Seotion 12 shall apply to the operations 
thereafter conducted by less than a l l parties. 
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This agreement may be signed In counterpart, and ihall be binding upon the partlea and upon their heiri, 
tueeaisora, representative! and asiigns. 

Effective March kt 1969, Sinclair Oil Corporation, a New York 
corporation, v.as merged into Atlantic Richfield Company, a Pennsylvania 
corporation, and all interests of the merged company in the vithin 
operating agreement and any antecedent agreements by operation of law 
vested in, and all obligations imposed on tha merged company by the 
within operating agreement and eny antecedent agreements were assumed 
by Atlantic Richfield Company, "or this reason the within operating 
agreement ia being executed by Atlantic Richfield Company this ,2^% 

ATLANTIC RICHFIELD COMPANY 

Its Attorney-in-Fact 

• ATTKT: 

ATTEST: 



N«« Metier 
ACKNOWXEDC). t 

(flMOMAt AC»NOWltO*MIKTI 

STATE Or— 
COUNTY OF.. 

The fentoleg lajtrutneat wu Kkeowlcdttd before mt tkU... -.day •! If , by 

Mr wnuniuioa expirttt.,—, „ . Notary Publle 

(rtttOKAL ACKMOWLIOttMIMTI 

STATl OF NEWlJffillCQ •» 
COUNTY OF CHAVES I 

Tne forteeiDi instrument wu acknowledged belere me 1M1..-..Z dar ol.... 

i I S f M J ^ J B I ^ ^ 

U r oaramistiM taping i. <S^J, ^ . i ^ J j S L L L ""' ^ k * V d 

IMMONAl ACXNOWLtDSMINT) 

STATE OF..._ 

COUNTY OF 

The feregouif instrument wu aeknewlcdted before mc thii __dty ef. , 11-

Ur cemraluion expires t ™ . _ _ _ _ _ Net try public 

IACKMOWUDSMIMT ST ATTOHNIT1 

STATE OF I 

COUNTY OF- MIDLAND J - ; 

Tke fereroint liutrtmM wu eeJuwwMeed btfert ma lhli- iJ?.^_i. far *'—• - J L L & l t O . tf Ja. ar 
- ^ - g ^ . - | . J - - | | g j ^ g g w t«e«M>«f*-faet ka WkaK ef 

ATLANTIC RICHFIELD COMPANY, a Pennsylvania corporation. 'Ivanla corporation. 

Notary PubUT Netaiy 

fACiKownasMiNT sr eexroruTioNi 
STATE OF TEXAS 1 
COUNTY or.™-J!JJ?MND~ 

Tht feittolni liutrumtni wai acksowladied before ne thii day af.._ '. , 1* , W 

—at̂ JH-URb-ftRfl , WjttUtouA&axA^.*. SIN.C.LAIri.J5IL...C.0]EiP.QRATI.QN. , 
(DAaia) (rrru) (eoaaoaition) 

a Uew_.Yarlc —corporation, en behalf af tald carparatlea. 

Mr eommluloa expires i _ Notary Public 

(AettMewueoMiMT IT cottrc.t-A.Tion> 
STATE OF 

COUNTY OF , 

Tbe fortfoini Instrument wti acknowledged before me ihu ... _...d«r ef , 1* , by 
ef.. 

:) 

(MAUI) (TlTtft) (CO»»0»AT10M) 

e..^..».,.,.w...,w.He....M.... ™..corporation, on bch*Jf of jiid coro*r*li*n. 

My Mmmiition <xpirti: , _ "** " * * * " NoiaryT>u~bUc 

•e«r-lf»«* 



EXHIBIT "A 

TO OPERATING AGREEMENT BY AND BETWEEN 
SINCLAIR OIL CORPORATION, AS OPERATOR 
AND JOHN H. TRIOO, ET UX., AS NON-
OPERATORS, COVERING LANDS IN EDDY 
COUNTY, NEW MEXICO 

LandB Subject to Contract; 

The Si of Section 22 and the N£, NEf}SW£ and the N±SE7 

of Section 27> both in Townehip 18 South, Range 27 
Eaat, N.M.P.M., Eddy County, New Mexico. 

Restrictions, i f any, as to Formations or Peptha; 

100 feet below the total depth d r i l l e d in tha i n i t i a l test 
well or optional test well to be dr i l l e d by Sinclair Oil 
Corporation, pursuant to farmout agreement dated November 
4, 1966, between John H. Trigg, et ux., and Sinclair Oil 
Corporation on the subjeot acreage. 

Percentage or Fractional Interest of Partlea Under Agreement; 

Sinclair Oil Corporation 505* 
John H, Trigg 5056 

Leasehold Interest.of the Parties; 

Oil and Oas Lease from the United States of America to J. T. 
Bonner, lessee of reoord, dated April 1,. 19^8, Serial Number 
LC-060122. ooverlng. among other lands, the Sf Section 22 and 
Ni, NEf)SWt and NiSEt Section 27, Township 18 South, Range 27 
East, N.M.P.M., Eddy County, New Mexico. 

Addressee of Parties to Whom Notices Should be Sentt 

•Sinclair Oil Corporation 
P. 0. Box 1470 
Midland, Texas 79701 

John H. Trigg 
P. 0. Box 520 
Roswell, New Mexioo 

• A l l accounting statements and billings should be mailed to 
Slnolair Oil Corporation, P. 0. Box 521, Tulsa, Oklahoma 7^102, 
Attention: Accounting Department. A l l other notices should be 
mailed to the Midland Office. 
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EXHIBIT "C " ife^iT"*"' 
Attached to tnd mad* a part of. Jlpftr.atllJg...Agr.etUtteftt.jaD^)6rlng_ 

ACCOUNTING P R O C E D U R E 

(JOINT OPERATIONS) 

I. GENERAL PROVISIONS 
1. Definitions 

"Joint Prop*rty" thai! mean the real tnd personal property subject to the agreement to which thia "Accounting Pro-
eedur*" it attached. 
"Joint Operationt" ihall mean all operationt necetaary or proper for tha development, operation, protection and 
maintenance of the Joint Property. 
"Operator" thall mean the psrty designated to conduct the Joint Op«r*tlont. 
"Non-Operatort" ihall mean the nonoperating ptrtlet, whether one or more. 
"Joint Account" shall mean th* account showing th* charges and credits accruing because of the Joint Operttion* 
and which are to be shared by th* Parties. 
"Parties" shsll mean Operator and Non-Operators. 
"Material" shtll mean persons) property, equipment or supplies acquired or h«ld for us* on the Joint Prop«rty. 
"Controllable Material" shsll mean material which at the tim* Is so classified In the Msteritl Classification Manual 
as most recently recommended by the Council of Petroleum Accountants Societies of North America. 

I. Conflict with Agreement 
In th* event of a conflict between tht provltions of this Accounting Procedure snd the provision* of the agree
ment to which this Accounting Procedure It attached, th* provisions of the sgreement shail control. 

i . Collect!** Action by Non-Operatort 
Where an agreement or other tetlon of Non-Operator* is expressly required under this Accounting Procedure 
and if th* tgr*em*nt to which this Accounting Procedure is ttttehtd contain! no- contrary provisions tn regard 
thereto, th* agrecmant or action of a majority in interest of the Non-Operstors shall be controlling on all Non-
Operator*. 

4. Statrattat* and Billing! 
Operator ahall bill Non-Operators on or before th* last day of each month for th«ir pro portion*ta thar* of costs and 
expenses, for the preceding month. Such bills wju be accompanied by statements reflecting tbe total charg** 
and credits as set forth under Subparagraph 5 below: 
A. Statement in d*t*ll of all charge* tnd credits to the Joint Account. 
B. StatMoant of all charges and credits to th* Joint Account, tvmmarttad by appropriate classification* Indtcattv* 

of tha nature thereof. 
C. Statement of til charges and credits to th* Joint Account summarised by appropriate classification* lndleattv* 

of th* nature thereof, except that items of Controllabl* Material and unusual charges and credits ahall be detailed. 
t. Payment and Advance* by Non-Operaters 

Each Non-Operator shsll pay Its proportion of all tuch bills within fifteen (IS) days *ft*r receipt thereof. If pay. 
ment Is remade within such tim*, th* unpaid balance shall bear interest at th* rate J ^ ^ j j ^ O j ^ ^ ^ J ^ J ^ t 

g. Adjustment! 
Payment of any such bills shall not prejudice the right of *ny Non-Operttors to protest or question th* correotn*** 
thereof; provided however, all bills and statements rendered to Non-Operators by Operator during any calendar 
year shall conclusively b* presumed to be true and correct after twenty-four (24) months following th* and of sny 
such ealandar year, unless within the Mid twenty-four (24) month p*rlod a Non-Oporater takes written excep
tion thereto and makes claim on Operator for adjustment. No adjustment ftvorablt to Operator shall be mad* 
unlet* it is mad* within tht tarn* prttcribed period. Th* provisions ot thit paragraph ahall not prevent adjust
ments resulting from a physical inventory of th* Joint Property a* provided for in Section VII. 

7. Audits 
A Non-Operator, upon notice in writing to Optrttor and all other Non-Operatort, shall have th* right to audit 
Operator's accounts and records relating to the sccountlng hereunder for sny csUndar year within th* twenty-four 
(14) month period following the end of such calendar year: provided however, the making of an audit shsll not ex
tend the time for the taking of written exception to and th* adjustment of sccounts is provided for in Parsgraph 
t Of this Section I. Where there are two or more Non-Operatora. the Non-Operators shall make every reasonable 
effort to conduct joint or simultaneous audits in a manner which will result In a minimum of Inconvenience to 
the Operator. 

II. DIRECT CHARGES 
Subject to limitations hereinafter prescribed, Operator shall charge th* Joint Account with the following Items: 

t. Rentals end Royalties 
Delay or othtr rsntals tnd royalties when tuch rentals and roytltlet ire paid by Operator for th* Joint Account 
of th* Parties. 

!. Labor 
A. Salaries and f *g« of Operator's employees directly engaged on the Joint Property ln the conduct of th* Joint 

Operation*, ind salaries or wages of technical employee* who a re temporarily assigned to and directly 
employed on tha Joint Property, 

B. Operator'* cost of holiday, vacation, sickness and disability benefltt and other customary ailowancet paid to the 
tmploy*** whose salaries and wag** are chargeable to th* Joint Account under Paragraph 2A of this Section II 
and Paragraph 1 of Section III; except that in the ctte of those employees only s pro rsts portion of whoss 
salaries and wages tr* chargeable to the Joint Account under Paragraph 1 of Section lit, not more than the same 
pro rat* portion of the benefits and allowances herein provided for shall be charged to th* Joint Account Cost 
under this Paragraph 2B may bt charged on a "when and as paid batit" or by "perctntig* tssessment'' on tht 
amount of salaries tnd u'tges chargeable to the Joint Account under Paragraph 2A of this Section n and Para
graph 1 of Section III. If percentage assessment It used, the rate thall be based on the Operator's cost experience. 

C. Expenditure* or contributions made pursuant to aisctsmentt Impotcd by governmental authority which ar* tp-
pllcable to Operator's labor COM of salaries and u-ngcj chargeable to the Joint Account under Paragraphs 2A 
and 2B of this Section II and Paragraph 1 of Section III. 

D. Reasonable personal expenses of those employers whose salaries and wages are chargeable lo th* Joint Account 
under Paragraph 2A of this Section It and for which expentes the employees are reimbursed under Operator's 
usual practice. 



I. Em c Benefits 
Opc. ,r's current coit of cttabllihed plant for employ***' fr. life Inturinet. hospitalization, pension, retire
ment, stock purehatt. thrift, bonut, and other benefit plant of a like nature, appllctbl* te Operator's labor cost; pro
vided however, th* total of tuch charges shall not exceed ten percent (10%) of Operator's labor costs chargeable 
to the Joint Accoont under Paragraphs 2A and 23 ot this Section 11 and Ptrtgrtph 1 of Section DX 

4. Material 
Material purchased or furnished by Operator for us* on th* Joint Property. So far as it is reasonably practi
cal and continent with efficient and economical operation, only tuch Mattritl thill bt purchased for or trantftrrtd 
to tho Joint Property is may be required for immediat* ute; and the accumulation of surplus stocks ahall he avoided. 

5. Transportation 
Transportation of employees and Materia) necessary for the Joint Operttiont but subject to the following limitation*: 
A. If Material Is moved to the Joint Property from the Operator's warehouse or other properties, no charge shall 

be made to the Joint Account fnr a distance greater than the distance from tht nearest reliable supply store or 
railway receiving point where like material is available, except by sgreement with Non-Operators. 

B. If turplus Material It moved to Operator'! warehouse or other tiorage point, no chtrge shell be made to the 
Joint Account for a distance greater than the dittanee to the nearest Tellable supply store or railway receiving 
point, except by agreement with Non-Opertlort. No charge thai) be mad* to Joint Account for roovtng Material 
to other properties belonging to Op*r»tor, except by «gre*ment with Non-Operator*. 

C. In th* application of subparagraph* A and B above, there thall be no equiltiation of actual grata trucking co*t» 
of SI00 or lest. 

6. Services 
A. Th* coat of contract itrvtcei »nd utllltlet procured from outtlde sources other th*n services covered by Para

graph 1 of this Section II and Paragraph 2 of Section III. 
B. Ute and tervic* of equipment and facilltlet furnlthed by Operator tt provided in Ptrtgrtph i of Section JV. 

T. Damages and Losses to Joint Property 
All cost* or expense! necessary lor the repslr or replecement of Joint Property made necessary because of damage* 
or losses Incurred by fire, flood, ttorm, theft. *ccid*nt, or sny other cause, except to tht extent that tha damage or 
lost could have been avoided through the exereit* of reasonable diligence on the pert of Operator. Operator thall 
furnlth Non-Operatort written notice of damages or losses incurred as soon as practicable after a report thereof 
ha* been received by Optrttor. 

8. Legal Expense 
All ccet* and expenses of handling, investigating and settling litigation or claims arising by reason of the Joint 
Operations or necemry to protect or recover the Joint Property, Including, but net limited to, attorneys' fee*, 
court cott*. cost of investigation or procuring evidence and tmountt paid in settlement or s*uaf*ctton of any 
tuch litigation or claims: provided, (t) no charge shtll be made for the services of Operator's legal staff or other reg
ularly employed personnel (tuch services being considered to be Administrative Overhead under Section III) , ex
cept by agreement with Non-Operiton. tnd (b) no charg* shall be made for the f**t and expert*** of outside at
torney* unlett the employment of auch attorney* is agreed to by Operator and Non-Operator*, 

l . Taxes 
All tax** of evtry kind ind nature assessed or levied upon or ln connection with the Joint Property, the operation 
thereof, or the production therefrom, and which taxet have been paid by the Operator for th* benefit of tha Parti**. 

1. Insurance Premluht* 
Premiums paid for Insurance required to be carried on the Joint Property for th* protection of th* Parti**. 

1. Other Expenditures 
Any other expenditure not covered or dealt with In the foregoing provisions of this Section IT, or in Section OT, 
and which is Incurred by the Operator for the necessary and proper conduct of th* Joint Operation*. 

III. 1NDIRBCT CHAM3ES 
perator may charge" th* Joint Account for indirect costs either by use of tn allocation of district expense item* plus a 
<ed rat* fc. administrative overhctd. »nd plus the warehousing charges, al) as provided for In Paragraphs 1, t, and t of 
it Section in OR by combining ill three of sold Itemt under the fixed rate provided for in Paragraph 4 of this section 
I. a* Indicated next below: 

OPERATOR SMALL CHARGE THE JOINT ACCOUNT UNDER TUE TERMS OFt 
• Paragraphs 1, 3 tnd 3. (Allocation of district *xp*ns* plut fixed rate for administrative overhead plua 

warehousing.) 
Qj Ptrtgrtph 4. (Combined fixed rate) 

District Expense 
Operator shall charge the Joint Account with a pro rata portion of the stltiies. waits ind expenses of Operator's 
production *up*rint*nd*nt «nd oth«r employ*** s*rvtng th* Joint Properly tnd other propertiet of the Operator ln 
the same operating area, whose tim* it not tlloctied directly to th* properties, snd * pro r«t» portion of th* eo*t of 
maintaining snd operating a production office Known at Operator's „ , 
office located at or near _ (or a comparable office if location changed), and neces
sary sub-offices (If sny), maintained for th* convenience of th* abovt-descrlbed office, tnd all necessary camps, 
including housing facilities for employee! If required, uted In connection with the operation! of the Joint Property 
tnd other propertiet in th* lam* operating area. The expense of, lest any revenue from, tuch fecllltiet may, at th* 
option of Op*r*tor. lnclud* depreciation of Investment or a fair monthly rental in lieu of depredation. Such 
charges thall be apportioned to all properties served on some equitable bests contlttent with Operator's accounting 
practice. 

Administrative Overhead 
Operator shall charge administrative overhead to th* Joint Account it tht following rates, which charge shall ho in 
lieu of th* cost and expens* of ail offices of th* Operitor not covered by Ptrtgrtph 1 of thit Section III, Including 
salaries, wtfei and axpeniet of pertonne) atslgntd to tuch offlctt. Such charges shtll bt in tddttlon to tht talaris*, 
wagea and expentet of employees of Operitor lulhoriied to b* charged ai direct chtrgts it provided In Paragraphs 
2 and I of Section II. 

WELL BASIS (RATE TER WELL PER MONTH) 

atiuiHa wiu IATI - iuit>c!»'mayi.»<!»i«e*el!t*i 
(im Tt»i otnai 1 AS w.a, 

* l » -0»»O l.l> Wtll tut tkt Hnl thit 8 w Tea 

cost and expense of services from ouuld* lounti In connection with mailers of lorttion. traffic, tceounting, or 
srs before or involving governmental ijencte* thall be considered ts Included In the overhead rites provided for in 
Paragraph 2 of Section 111, unless such cost and expense are agreed upon between Operator and Non-Operators 
direct charge to the Joint Account. 



J -QprrMor't Fully Owned Warehouse Operating and Maintenance Expense 
<r be fully the agreed procedure to be followed by the Op. r.) 

4. Cembliiod Fixed Rates 
Operator shall charge the Joint Account for the services covered by Paragraph 1, 2 and 3 ol this Section III, the 
following fixed per well rates: 

WELL BASIS (RATE PER WELL PER MONTH) 
" ~ ™ ~ — — MOOI/eiMS WILL «ATS 

Oer i t IN* W f U SATS . IU»« C«r«M >r««««li>t D»>lh) 
!Ui« T . I . I p«»ia> W r t h 

wt<l Opt* u,k will tun five MjtifWa ©>., T M 

ZoZrZOTaT tL425 1-JA5. *.__I5 1. 65, . Z 
4̂ 00D.L_̂ .„a,.QQ0_'. 55(2 105 S5 - 35 
8,.0.00] -TJL2f.O0O.i. £5Q 225 115 105 
Below—l£,.0.aOi. _ —7.50 IftQ - 130.. 120 
Said fixed rate tstmit) (shall not) include salaries and expanses of production foremen. 

5. Application of Administrative Overhead at Combined Fixed Rate* 
The following limitations, Instructions and charges shall apply in the application of Ihe per wel) rates ss provided 
under either Paragraph 2 er Paragraph 4 of this Section III: 
A. Charges for drilling wells shall begin on th* date each well Is spuddsd and terminal* on th* d*t* the drilling or 

completion rtg is r*le*eed. whichever Is later, except thit no charg* shall be mad* during th* suspension ot 
drilling operation* for fifteen (IS) or more consecutiv* day*. 

B. Th* status of wells shall b* as follows: 
(1) Producing (ts well*, injection wells for recovery operation*, water supply w*Ul utilised for water flooding 

operations and aalt water disposal wells shall be considered th* tarn* it producing walla. 
(2) Walls permanently (hut down but on which plugging operations are deferred shall be dropped front the 

well scheduU at th* tim* th* shutdown is effected. When such a well is plugged a charg* shall bo made 
at ths producing well rat**. 

(3) Weill being plugged hick, drilled deeper, converted to « source or Input well, or whleh are undergoing any 
type ot workover that requires the use of a drilling or workover rig shtll bt contldered the same as drilling 
wells. 

(4) Temporarily shut-down walls, which ar* not produced or worked upon for » period of • full calcndtr month, 
shall not be included in the well schedule, provided however, wells thut In by governmental regulatory 
body ihall be Included in the well schedule only ln tht event th* allowable production ia transferred to tome 
other well or wellt on tht Joint Property. In the event of * unit allowable, all well* eepeble of producing 
will b* counted in determining the eharg*. 

(5) Oat wellt thall be Includod In the well schedule If directly connected to « permanent sal** outlet even 
though temporarily thut In du* to overproduction or failure of purchaser to take the allowed production. 

ft)) Weils completed In multiple horizon*, in which the production is not commingled down hoi*, ahall be con
sidered as a producing well for each separately producing horizon. 

C. The well rates shall apply to th* total number of wells being drilled or operated under the agreement to which 
this Accounting Procedure is attached, irrespective of individual lea***. 

D. Th* w*Jl rates shall be adjusted on the first day of April of each year following the effective date of th* agree
ment to which this Accounting Procedure Is attached. The adjustment shall be computed by multiplying th* 
rate currently in use by the percentage Increase or decrease in th* average weekly earning* of Crude Petroleum 
and Oa* Production Workar* for th* last csUndar y»»r compared to th* preceding calendar year a* shown by 
"Tha Index of Av*rag* W»*kly Earning* ot Crude Petroleum and Ga* Production Writers" as published by th* 
United Stat** Department of Labor, Bureau of Labor Statistic*. Th* adjusted rata* thall be tha rates CurrtmUy 
in use, plus or minus the computed adjustment. 

f. For the comtruction of compressor plants, water stations, secondary recovery systems, salt water disposal faeill-

6. It is specifically understood that the above overhead rates apply only 
to drilling and producing operations and are' not intended to cover the 
construction or operation of additional facilities such as, but not limit
ed to, gasoline plants, .compressor plants, repressuring projects, salt 
water disposal facilities, and similar installations. If at any time any 
or a l l of these become necessary to the operation, a separate agreement 
will be reached relative to an overhead charge and allocation of distriot 
expense. 

iubjact to the further provisions of this Section IV, Operator will procure all Material «nd tervic** for th* Join* Prop-
rty.. At the Operator's option, Non-Operator may supply Mal«ri»l or larvicet for th* Joint Property. 
1. Purchct** 

Material purchased and service procured thall be chtrged et the price ptld by Operator ifter deduction of all dis
count* actually received, 

t. MaUrlal furnished from Operator's Warehoute er Other Properties 
A. New Materia) (Condition "A") 

(1) Tubular goods, two inch (2") and over, thtll be priced on Eastern Milt bat* (t. *• Youngttown, Ohio; Lorain, 
Ohio; and Indian* Htrbor, Indiana) on a minimum carload basis effective *t dst* of mov*m*nt and f. o. b. 
railway receiving point nearest the Joint Property, regardless ot qusntity. In equsl)z«d Muling chtrgtt, 
Optrttor It permitted to include ten cent* (10c) per hundred-weight on ill tubulsr goods furnish*d trom 
his Stocks, in lieu of losdlng tnd unloading costs sustained. 

(3) Other Material thall be priced it th* current replacement cott of the time kind of Mtttritl, effective at date 
of movement and f. o. b. the supply store or railway receiving point nearest th* Joint Property where 
Materia) of the lime kind is available 

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

B. Used Material (Condition "B" and "C") 
fl) Materia) in sound and serviceable condition and tuitable for reuae without reconditioning, thall be classified 

ts Condition "B" and priced at seventy-five por cent ) of lhc current price of new Material. 
(2) Material which cannot be classified at Condition "B" but which, 

(*) After reconditioning will b» further serviceable for original function as good secondhand Mtterial 
(Condition "B"), or 

<b) It serviceable for original function but substantially hot tuitable for reconditioning, thall be classifi
ed at Condition "C" and priced at fifty per cent (SOTr) of current new price. 

(J) Obsolete Material or Material which ctnnot be classified at Condition "B" or Condition "C" shall be priced 
at a value commensurate with its ute. Material no longer suitable for its original purpot* but utible for 



am* other purpose, thill be priced on i btttt compere* vlth thit of ttemi normallr used tar ouch otner 
purpose. 

(4) Mtterial involving ertctien coiti thill be charged at applicable percentage of tha current knocked-down 
priee of new Material. 

i . Premium Pricet 

3. PREMIUM PRICES 

Whenever materials and equipment are not readily obtainable at the custom
ary supply point and at prices Bpeeifled in Paragraphs 1 and S of this 
Seotion I I I because of national emergencies, strikes or other unusual 
causes over which the Operator hae no control, the Operator may charge the 
Joint account for the required materials on the basis of the Operator's 
direct cost and expense incurred in procuring such materials, in malcing 
i t suitable for use, and in moving it to the location, provided, however, 
that at least ten days prior notice in writing is furnished to Non-Opera
tor of the proposed action to be taken by Operator ln obtaining or supply
ing the material and/or equipment called for under the provisions of this 
paragraph, whereupon Non-Operator shall have the right by so electing and 
notifying Operator within such ten days after receiving notice from the 
Operator, to furnish ln kind, or in tonnage as the parties may agree, at 
the location, nearest railway receiving point, or Operator's storage point 
within a comparable distance, all or part of his share of material and/or 
equipment suitable for use and acceptable to the Operator. Transportation 
costs on any such material furnished by Non-Operator, -at any point other 
than at the location, shall be borne by such Non-Operator. If, pursuant 
to the provisions of this paragraph, any Non-Operator furnishes material 
and/or equipment in kind, appropriate adjustments of accounts between 
Operator and Non-Operator shall be made. Operator agrees to acquire the 
neoeseary short supplies and equipment required to conduct operations upon 
the Jointly owned premises and to Charge the Joint account therefor as 
herein provided unless Non-Operatcr elect* to Supply all or part of same 
within the speoified period of time. 

J. Set** te Oataiden 
Salt* to outrider* ot Material from th* Joint Property ahall be credited by Operator to th* Joint Account at the net 
amount collected' by Operator from vendee. Any claim by vendee rale ted to tuch tale thall b* charged back to the 
Joint Account If and wh*n p*id by Operator. 

VI. BASIS OP FRI CINQ MATERIAL TRANSFERRED PROM JOINT ACCOUNT 
Material purchased by either Operator er Non-Optrttort sr divided in kind, unless otherwise agreed te between 
Opera tar and Non-Opet ators shall be priced •« th* fallowing baalat 

1. Naw Price Defined 
New price *s used in this Section VI shtll be th* price tp*citi*d for Naw Material in Section IV. 

2. Naw Material 
Naw Material (Condition "A,"), being new Material procured for th* Joint Property but never' used, at on* hundred 
per cent (106ft) of currant new price (plus tales tax If any). 

1. Good Used Material 
Oood used Material (Condition "B"), being used MaUrlal ln sound and servicesbl* condition, suitable for reuse 
without reconditioning: 
A. At itventy-flv* per cent ) of current n»w priee if Material wat charg*d to Joint Account at new, or 
B. At sixty-five per cent (98%) of current new price if Material wa* originally charged to tha Joint Account as 

secondhand at s*v*nty-fiv* percent (T5*») of naw prle*. 
4. Other Uted Material 

Used Material (Condition "C"). at tlfty per cent (50%) ot currant new price, being used Materiel which: 
A. . I* not in sound and serviceable condition but tuitable for route after reconditioning, or 
B. I* serviceable for original function but not suitable for reconditioning. 

(. Bad-Order Material 
Materiel (Condition "D"), no longer tulubl* for lit origin*! purpot* without excessive repair cost but usable for 
tome other purpose at a price comparable with that of items normally uaed for such other purpose, 

tl. Junk Material 
Junk Material (Condition "E"), being obsolete and scrap Material, at prevailing priee*. 

T. Temporarily Ut*d MaUrlal 
Whan th* ute of Mattrtil is temporary and its tervice to the Joint Property doe* not Justify th* reduction In price at 
provided tor in Paragraph S B of this Section VI, tuch Material thall be priced on a batit that will loav* • net charge 
to the Joint Account consistsnt with the vtlut of the tervic* rtndered. 

VII. INVENTORIES 
'he Operator thill maintain detailed recordt of Materltl generally considered controllable by th* Industry. 
1. P*ri*dl< Inventories. Nolle* and R*pr*tentall*n 

At reasonsbl* Intervals, invanlorl** thall b* taken by Operator of th* Joint Account Material, which shsll include 
all such Material as Is ordinarily considered controllable. Written notice of intention to take inventory shall b* 
given by Operator st least thirty (30) days before any tnventory Is to begin so that Non-Operators may be repre
sented when any inventory Is tsktn. Failure of Non-Operators to b* represented at sn Inventory shall bind Non-

, Operstor* to accept the Inventory taken by Operator, who shtll In thit event furnish Non-Opertlori with * copy 
thereof. 

2. Reconciliation and Adjustment of Inventories 
Reconciliation of inventory with charges to the Joint Account thall be made, and a list of overages and shortages 
shall be jointly determined by Operator snd Non-Operators. Inventory adjustments shall be mad* by Operator 
with the Joint Account for overages and shortages, but Operator thall be held accountable to Non-Operator only 
for shortagei due to lack of reasonable diligence. 

3. Special Inventories 
Special inventories may be taken whenever there it any tale or change of Interest in the Joint Property. It shall b* 
th* duty of the party selling to notify «U other Parties at quickly at possible after the transfer of tntertst takes 
place. In tuch casts, both the teller and the purchaser shtll be governed by such inventory. 



rem* tu 

INSURANCE 

EXHIBIT D — Optrttor thtll tt til timet during tht Urm of thii Agreement carry insurance to protect the parties hereto at 

(I) Workmen ! compensation and occupation!! diteue insurtnee ai required by the Uwi of the Mite ot states fo which 
operationt will be conducted snd employer* liability iniursnet with s limit of not lest than 1100,000. 

(3) Comprehensive general public liability insurtnee, excluding product! liability insurance, with limits of not less then: 
$100,000 applicable to bodily injury, lickneu or detth ol sny one person sod $100,000 for more chsn one person in toy one 
accident, tnd 1100,000 for low of or damige to property in sny one accident tnd $100,000 sggrtgstc limit spplicsbis to ail lots 
of or eUmige to property during tht policy period. 

()) Automobilt public liability insurance covering ill automotive equipment used in performance ef work under thit 
tgrtetnent with limits of not lets than: »100,000 applicable to bodily injury, sickness or detth of tny one person tnd 1100,000 
for more than one pecson in any one accident, and $35,000 for lost of or damage to property in any one accident. 

If automotive equipment used it owned exclusively by Operator, no charge will be made to the Joint Account for premiums 
for this coverage except as provided in Section III, Ptngiiph 5 of the Accounting Procedure. 

EXHIBIT £ —Operator shall require all cootrtctors performing work ander this Agreement to carry th* following insurtnee: 

(1) Workmen's compensstion snd occupstionai disease Insurance as required by the laws of th* ttatt or itstts in which oper-
itions will be conducted and employers' liability insurants with s limit of not less than 1100,000. 

(2) Comprehensive general public liability insurtnee with limits of not less than.- } 100,000 applicable to bodily injury, sick-
ess or death of any one person and 1100,000 for more than oo* person in any one accident, tnd 1100,000 for lost of or damage to 

Property is any one tccident and 1100,000 aggregate limit applicable to all low of os damage to property during the policy period. 

(J) Automobile public liability insurance covering ail automotive equipment used in performance of work utter this tgrac-
Kflt with limits of not less that.: 1100,000 tpplictblt to bodily injury, lickneu or detth of any one person tnd 1100,000 for 
ion than on* person In any one accident, too 425,000 for loss of or damsgt to property in any on* tccident. 





ASSIGNMENT OF Oil. AND CAS tXkSf. 

STATE OF NEW MEXICO ) ( 

COUNTY OF EDDY ) { 

For a good and valuable consideration, the receipt and. 
sufficiency of which is hereby acknowledged, Atlantic Richfield 
Company, whose address i s 600 North Marienfeld, Midland, Texas 
79701, (hereinafter referred to as "Assignor") does hereby s e l l , 
assign, transfer and convey unto Charles E. Nearburg, D/B/A 
Nearburg Exploration Company, whose address i s 3300 North avenue 
"A", Building 8, Suite 100, Midi and, Texas 79705 (hereinafter 
referred -to as "Assignee*), a l l of assignor's right, t i t l e and 
interest, i n and to the Oil and Gas Lease set forth below 
(hereinafter referred to as "Said Lease"), insofar and only insofar 
as said lease covers the lands described below from the surface* of 
tne earth, to 10,035'. 

Lease No.: 
Lessor: 
Date: 
Description: 

NM LC-060122 
Bureau of Land Management 
A p r i l 1, 1948 
Insofar and only insofar as said lease 
covers the North Half (N/2) of 
Section 27, T-18-S, R-27-E, Eddy 
County, New Mexico 

TO HAVE AND TO HOLD the in teres t assigned l n and to said lease 
unto assignee, i t s successors and assigns; however, t h i s assignment 
i s made wi thou t warranty of t i t l e express or implied on tbe pa r t of 
assignee. 

Executed t h i s 0-J_ day of f/fftSteaeTZ. 1991. 

ATLANTIC RICHFIELD COMPANY 

its: Attorney-ln-Ftet ' Or*- -

STATE OF TEXAS 

COUNTY OF HI0UW0 

)( 

)( 

* This instrument was acknowledged before me t h i s ^ / ^ d a y of 
/U-y^yyyxAiAy . 1991, by T. L. HOILMD f 

Attorn*y-iw-F«ct o f ATLANTIC . RICHFIELD COMPANY, a Delaware 
Corporat ion. 

BARBARA BftSY 
to eoutssntwn* 

Kay U, 19S* 
•Notary Public sr 

RECEPTION 3300N. -vHfc 
tA.icUa.ud. t t 

STATE OF NEW MEXICO, County of Eddy, ss. I hereby certify that this instrument was filed forrecordoa the 

___S__day nf December A D io ?1 of 1:42 nVlnrV P. M.. and duly recorded 

in MaiH.QPa^ 949 of the Eddy County Records. * , 

KAREN DAVIS, County Clerk By - ^ J r * - <3/fZ*>» Deputy 





Yates P e t r o l e u m C o r p o r a t i o n 10. 50000% 

Yates D r i l l i n g Company 5. 25000 

ABO P e t r o l e u m C o r p o r a t i o n 5. 25000 

MYCO I n d u s t r i e s , I n c . 5. 25000 

H.M. B e t t i s , I n c . 2. 91375 

Turnco I n c . 2. 91375 

L.E. Opperman 1. 16550 

B e t t i s B r o t h e r s , I n c . 10. 50700 

M. C r a i g C l a r k 3 . 12500 

D a v i d Cromwell 3 . 12500 

50. 00000% 

07*47 0Q20O/E148715/l/br 
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Spacing Unit - Chalk AKH Fed. #2 

Yates Petroleum Corporation - Operator 

Chalk AKH Fed. Com. #1 

Yates Petroleum Corporation - Operator 

Rio Pecos Will 

Yates Petroleum Corporation - Operator 

Beauregard State Com. #1 
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YATES PETROLEUM CORP. 

*TBEFORE THE COMMISSION 

^ / j M L ^ " ^ NMOCD CASE NOS. 10467/10473 
" 7 H K ^ ' 3 T ' : ? ; , D A T E : 08/13, 

j 7 | /'.-EXHIBIT NO. 

Pierre AGF St. Com. #1 

Yates Petroleum Corporation - Operator 
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Chalk AKH Federal #2 

Working I n t e r e s t Owners 

Yates Petroleum Corporation 10.50000' 

Yates D r i l l i n g Company 5.25000 

Abo Petroleum Corporation 5.25000 

Myco I n d u s t r i e s , Inc. 5.25000 

H.M. B e t t i s , I nc. 2.91375 

Turnco I n c . 2.91375 

L.E. Opperman 1.16550 

B e t t i s Brothers, I n c . 10.50700 

M. Craig Clark 3.12500 

David Cromwell 3.12500 

Nearburg E x p l o r a t i o n Company 50.00000 

YATES PETROLEUM CORP. 
3EF0RE THE COMMISSION 
«MOCD CASE NOS. 10467/10473 
DATE: 08/13/92 De Novo 
EXHIBIT NO. 



M A R T I N Y A T E S . Ill 
1912 - 1<>85 

F R A N K W. Y A T E S 
1936-1U86 

PETROLEUM 
CDRPDRHTIDN 

105 SOUTH FOURTH STREET 

A R T E S I A . NEW MEXICO88210 
T E L E P H O N E ( 5 0 5 ) 7 4 8 - 1 4 7 1 ' 

S. P. Y A T E S 
CHAIRMAN OF THE BOARD 

J O H N A. Y A T E S 
PRESIDENT 

P E Y T O N Y A T E S 
EXECUTIVE V ICE PRESIDENT 

R A N D Y G. P A T T E R S O N 
SECRETARY 

D E N N I S G. K I N S E Y 
TREASURER 

March 24,1992 

Nearburg Exploration Company 
One Petroleum Center, Bldg. 8, Suite 100 
3300 North "A" Street 
Midland, TX 79705 

RE: Chalk "AKH" Federal #2 
Township 18 South, Range 27 East 
Section 27: N/2 
Eddy County, New Mexico 

Gentlemen: 

Yates Petroleum Corporation hereby proposes to drill the captioned well to the 
Morrow formation at a location of 660' FNL and 1320' FEL of Section 27, Township 18 
South, Range 27 East. Enclosed are two (2) copies of our Authority for Expenditure to 
drill this well. 

Also enclosed is a copy of our December 11, 1991, Operating Agreement covering the 
lands under this spacing unit in which we own an interest, along with two (2) 
Ratifications of Operating Agreement. If you wish to participate in the drilling of this 
well, please sign and return one (1) copy of the AFE and one (1) copy of the 
Ratification to our office. 

Thank you for your prompt attention to this matter. Please give us a call if you have 
any questions. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

Mecca Mauritsen 
Associate Landman 

MM:jrw 
enclosure(s) 

YATES PETROLEUM CORP. 
3EFORE THE COMMISSION 
UMOCD CASE NOS. 10467/10473 
DATE: 08/13/92 De Novo 
SXHIBIT NO. "3"^ 



SENDER: 
• Complete items 1 and/or 2 for additional services. 
• Complete items 3, and 4a & b. 
• Print your name and address on the reverse of this form so that we can 
return this card to you. 
• Attach this form to the front of the mailpiece, or on the back if space 
does not permit. 
• Write "Return Receipt Requested" on the mailpiece below the article number. 
• The Return Receipt Fee will provide you the signature of the person delivered 
to and the date of delivery. 

1 also wish to receive the 
following services (for an extra 
fee): 

1. D Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 
3. Article Addressed to: 

N e a r b u r g E x p l o r a t i o n Company 
One P e t r o l e u m C e n t e r , B l d g . - 8 , 

S u i t e 100 „ > 
3300 N o r t h " A " S t r e e t 
M i d l a n d , TX 79705 

4a. Article Number 

P 885 890 613 
3. Article Addressed to: 

N e a r b u r g E x p l o r a t i o n Company 
One P e t r o l e u m C e n t e r , B l d g . - 8 , 

S u i t e 100 „ > 
3300 N o r t h " A " S t r e e t 
M i d l a n d , TX 79705 

4b. Service Type 
• Registered • Insured 

S Certified • COD 
• Express Mail S Return Receipt for 

Merchandise 

3. Article Addressed to: 
N e a r b u r g E x p l o r a t i o n Company 
One P e t r o l e u m C e n t e r , B l d g . - 8 , 

S u i t e 100 „ > 
3300 N o r t h " A " S t r e e t 
M i d l a n d , TX 79705 

7. Date,of Delivery: . 

5. Signature (Addressee) 8. Addressee's Address (Only if requested 
snd fee is paid) 

C h a l k AKH #2 
6/$Jgn£fture (Agent) 

8. Addressee's Address (Only if requested 
snd fee is paid) 

C h a l k AKH #2 

PS Form 3811, November 1990 * u.s. GPO: 1991-287-066 DOMESTIC RETURN RECEIPT 



M A R T I N Y A T E S . Ill 
1912-1985 

F R A N K W. Y A T E S 
1936 - 1986 

PETROLEUM 
CORPORATION P E Y T O N Y A T E S 

E X E C U T I V E V I C E P R E S I D E N T 

R A N D Y G. P A T T E R S O N 

S. P. Y A T E S 
C H A I R M A N O F T H E B O A R D 

J O H N A. Y A T E S 
P R E S I D E N T 

105 SOUTH FOURTH STREET 
S E C R E T A R Y 

DENNIS G. K I N S E Y 

A R T E S I A . N E W M E X I C O 8 8 2 1 0 T R E A S U R E R 

T E L E P H O N E ( 5 0 5 ) 7 4 8 - 1 4 7 1 

April 2,1992 

Nearburg Exploration Company 
One Petroleum Center, Bldg. 8, Suite 100 
3300 North "A" Street 
Midland, TX 79705 

RE: Chalk "AKH" Federal #3 
Township 18 South. Range 27 East 
Section 27: N/2 
Eddy County, New Mexico 

Gentlemen: 

Enclosed are two (2) copies of our Authority for Expenditure to drill the captioned 
well to the Morrow formation at a location of 660' FNL and 1980' FEL of Section 27, 
Township 18 South, Range 27 East. 

Due to the pending force pooling, I have also enclosed the Operating Agreement, 
Ratification and Joinder of Operating Agreement and the Authority For Expenditure 
for the Chalk "AKH" Fed. #2 that we furnished to you last week. Please note that we 
have revised the location of the Chalk #2 well to 660' FNL and 1330' FEL. 

Please review the Authority For Expenditures and the Operating Agreement, and if 
you wish to join in the drilling of these wells, execute and return one (1) copy of the 
AFE's in addition to one (1) copy of the Ratification and Joinder. 

Thank you. Please call if you have any questions. 

Very truly yours, 

YATES PETROLEUM CORPORATION 

Mecca Mauritsen 
Associate Landman 

MM:jrw 
enclosure(s) 

YATES PETROLEUM CORP. 
3EFORE THE COMMISSION 
ffMOCD CASE NOS. 10467/10473 
3ATE: 08/13/92 De Novo 
2XHIBIT NO. 3 - B> 



S E N D E R : 
• Complete items 1 and/or 2 for additional aervices. . ; ;-.-.!, 
• Complete items 3, and 4a & b.. : 

• Print your name and address on the reverse of this form so that we can 
return this card to you. 
• Attach this form to the front of the mailpiece, or on the back if space 
does not permit. 
• Write "Return Receipt Requested" on the mailpiece below the article number. 
• The Return Receipt Fee will provide you the aignature of the person deiiverec 
to and the date of delivery, j ' . 

. I also wish to receive the 
following services (for an extra 
fee):'''^iy^^^^Q^s ' 

1. D Addressee's Address 

2. D Restricted Delivery 

Consult postmaster for fee. 
3. Art ic le Addressed t o : 

Nearburg Exploration Company 
One Petroleum Center, Bldg. 8, 
Suite 100 
3300 North "A" Street 
Midland, TX 79705 

4a. Art ic le Number 

P 8 8 5 8 9 0 6 1 8 

4b. Service Type < 
• Registered ' D Insured ' • .-^ i '< 

Q Certified : • COD ;<* 
• Express Mail Q Return Receipt for 

Merchandise 
7. Date of Delivery >o__ , 

4 %Z 5. Signature (Addressee) 8. Addressee's Address (Only if requested 
and fee is paid) • < , 

o y S J a n a ^ f (Agent) Chalk AKH 

PS Form 3 8 1 1 , November 1990 *u.s. GTO: 1991-287-068 D O M E S T I C R E T U R N R E C E I P T 



D A V I D W. CROMWELL 

Consulting Geologist 

407 North Big Spring, Suite 200 
Midland, Texas 79701 

915-682-8319 

April 23, 1992 

Oil Conservation Division 
P.O. Box 2088 
Santa Fe, New Mexico 87504-2088 

RE: Yates #2 Chalk "AKH" 
660' FNL and 1330' FEL 
Section 27, T-18-S, R-27-E 
Eddy County, New Mexico 

Dear Sirs: 

In the matter of the drilling application on the above referenced well 
before the 0. C. D., I would like to go on record as recommending Yates 
Petroleum Corporation to be operator. As a working interest owner and 
originator of this prospect, I believe that i t is in the best interest of 
all parties in the #1 Chalk "AKH" ( t r . I , Section 22, T-18-S, R-27-E) of 
which Yates Petroleum is the operator, to maintain the same operator in 
order to equitably develop the reservoir. 

Thank you for your consideration in this matter. 

Sincerely, 

David W. Cromwell 

DWC/nh 

YATES PETROLEUM CORP. 
3EFORE THE COMMISSION 
•JMOCD CASE NOS. 10467/10473 
SATE: 08/13/92 De NOVO 
SXHIBIT NO. "4 



BETTIS BROTHERS, INC. 
ONE FIRST CITY CENTER 

500 WEST TEXAS, SUITE 830 
MIDLAND, TEXAS 79701 

915/685-4128 
Fax* 915/685-0198 

APR 10 Wl ) 

A p r i l 9, 1992 

Yates Petroleum Corp. 
105 S. Fourth S t r e e t 
A r t e s i a , New Mexico 

APR 20 1992 

RE: Chalk "AKH" Fed #2 & 
Chalk "AKH" Fed #3, 
N/2 Section 27, T18S, R27E, 
Eddy County, New Mexico 

Gentlemen: 

This l e t t e r i s t o serve as n o t i c e t h a t B e t t i s Brothers, I n c . , 
requests t h a t Yates Petroleum Corporation be the designated 
operator of the above referenced p r o p e r t i e s . 

Yours very t r u l y , 

Harry M. B e t t i ' 



L. E. OPPERMANN 
One F i r s t City Center 
500 W. Texas, Suite 830 
Midland, Texas 79701 

(915) 685-0593 

A p r i l 9, 1992 

Yates Petroleum Corp. 
105 S. Fourth S t r e e t 
A r t e s i a , New Mexico 

RE: Chalk "AKH" Fed #2 & 
Chalk "AKH" Fed #3, 
N/2 Section 27, T18S, R27E, 
Eddy County, New Mexico 

Gentlemen: 

This l e t t e r i s t o serve as n o t i c e t h a t I would l i k e Yates 
Petroleum Corporation t o be the designated operator of the above 
referenced p r o p e r t i e s . 

Yours very t r u l y , 

L. E. Oppermann 

LEO/sg 



BETTIS, BOYLE AND STOVALL 
O i l Producers 
P. O. Box 1240 

Graham, Texas 76450-7240 

817-549-0780 Fax 817-549-7405 

A p r i l 9, 1992 

Yates Petroleum Corporation 
105 S. Fourth S t r e e t 
A r t e s i a , New Mexico 88210 

Re: Chalk "AKH" Fed #2 & 
Chalk "AKH" Fed #3, 
N/2 Section 27, T18S, R27E, 
Eddy County, New Mexico 

Gentlemen: 

This l e t t e r i s t o serve as n o t i c e t h a t H. M. B e t t i s , I n c . and 
Turnco, I n c . , request t h a t Yates Petroleum Corporation be t h e 
designated operator of the above referenced p r o p e r t i e s . 

Yours very t r u l y , 

BETTIS, BOYLE & STOVALL 

U0C£iM^a 
Wayne T. C h r i s t i a n 

WTC/sw 



M. CRAIG CLARK 

Certified Professional Landman 
310 W. TEXAS AVE • SUITE 714 • MIDLAND, TX 79701 • (915) 684-3811 

A p r i l 20 , 1992 

Mr. Ernest L. C a r r o l l 
Losee, Carson, Haas & C a r r o l l , P.A. 
P.O. Drawer 239 
A r t e s i a , New Mexico 88211-0239 

Re: A p p l i c a t i o n of Yates Petroleum 
f o r Compulsory Pooling 
Eddy County, New Mexico 

Dear Mr. C a r r o l l : 

Enclosed please f i n d waivers f o r Cause No. 10467 covering the 
above captioned A p p l i c a t i o n which I have executed s t a t i n g t h a t I 
have no o b j e c t i o n t o Yates Petroleum Corporation's proposed 
l o c a t i o n s f o r the Chalk "AKH" Federal No. 2 & No. 3 w e l l s . 

I n a d d i t i o n , I f u l l y support Yates Petroleum Corporation t o be 
Operator of the proposed w e l l s . 

Should you have any questions or problems, please do not 
h e s i t a t e t o contact me. 

Very t r u l y yours, 

MCC/s 
Enclosures 



. ? o r m 3 1 6 0 - 3 

(November 1983) 

( f o r m e r l y 9 - 3 3 1C> ' UNITED STATES 
DEPARTMENT OF THE INTERIOR 

BUREAU OF LAND MANAGEMENT 

SUBMIT I N TRIPLICATE* 

(Other Instructions on 
reverse Hide) 

T'-#r 
^P*™ approved. 

Budget Bureau No. 1004—0136 

Expires August 3 1 , 1985 

APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR PLUG BACK 
l a . T T P B o r WORK 

DRILL 0 DEEPEN • PLUG BACK • 
b; TYPE o r WELL 

OIL I 1 OAS r£- | SINGLE I 1 MULTIPLE I 1 
WELL 1 1 W I L L C 1 OTHER ZONE 1 1 ZONE 1 1 

l a . T T P B o r WORK 

DRILL 0 DEEPEN • PLUG BACK • 
b; TYPE o r WELL 

OIL I 1 OAS r£- | SINGLE I 1 MULTIPLE I 1 
WELL 1 1 W I L L C 1 OTHER ZONE 1 1 ZONE 1 1 

7. UNIT AGREEMENT NAME 
l a . T T P B o r WORK 

DRILL 0 DEEPEN • PLUG BACK • 
b; TYPE o r WELL 

OIL I 1 OAS r£- | SINGLE I 1 MULTIPLE I 1 
WELL 1 1 W I L L C 1 OTHER ZONE 1 1 ZONE 1 1 

6. TABU OR LEASE NAME 

Chalk "AKH" Federal 2. NAME o r OPERATOR 

Yates Petroleum Corpora t ion 

6. TABU OR LEASE NAME 

Chalk "AKH" Federal 2. NAME o r OPERATOR 

Yates Petroleum Corpora t ion 9. WELL NO. 

2 3. ADDRESS OT OPERATOR 

105 Scuth Four th S t r e e t , A r t e s i a , NM 88210 

9. WELL NO. 

2 3. ADDRESS OT OPERATOR 

105 Scuth Four th S t r e e t , A r t e s i a , NM 88210 10. r iELD AND POOLER WILDCAT 

Undesignated Morrow 4 . L O C A T I O N o r W I L L ( R e p o r t l o c a t i o n c l e a r l y a n d l n accordance w i t h a n y S t a t e r e q u i r e m e n t ! . • ) 

A t sun'ace 

660' FNL & 1330' FEL; U n i t L e t t e r B ^ 
A t proposed p r o d , zone 

Same 

10. r iELD AND POOLER WILDCAT 

Undesignated Morrow 4 . L O C A T I O N o r W I L L ( R e p o r t l o c a t i o n c l e a r l y a n d l n accordance w i t h a n y S t a t e r e q u i r e m e n t ! . • ) 

A t sun'ace 

660' FNL & 1330' FEL; U n i t L e t t e r B ^ 
A t proposed p r o d , zone 

Same 

1 1 . SEC, T., R.. i t . , OR BLK. 
AND SURVEY OR ARIA 

Sec. 27, T18S-R27E 
14. DISTANCE IN MILES AND DIRECTION PROM NEAREST TOWN OR POST O r r i C E * 

12 m i l e s east o f A r t e s i a , NM 
12. COUNTY OR PARISH 13. STATE 

Eddy NM 

o. LEASE DESIGNATION AND SERIAL NO. 

LC-060122 
6. i r INDIAN, ALLOTTEE OR TRIBE NAME 

LOCATION TO NEAREST 
PROPERTY OR LEASE LINE, r T . 
(AUo to neareat drlg. unit line. I f any) 

660' 

18. DISTANCE TROM PROPOSED LOCATION* 
TO NEAREST WELL, DRILLING, COMPLETED, 
OR APPLIES rOR, ON THIS LEASE, FT. 

16. NO. Of ACRES IN LEASE 

19. TUOPOSED DEPTH 

10,025 

17. NO. Or ACRES ASSIGNED 
TO THIS WELL 

320 
20. ROTART OR CABLE TOOLS 

Rotary 
21. ELEVATION!) (Show whether DF. ST. GR, etc.) 

3457. GR 
22. APPROX. DATE WORE WILL START* 

ASAP 

PROPOSED CASING AND CEMENTING PROGRAM 

SIZE Or HOLE SIZE Or CASING WEIGHT PER rOOT SETTING DEPTH QUANTITY Or CEMENT 

17 1/2" 13 3/8" H-40 48# 350' 300 sx n i r n i l a r . f i d 
12 1/4" 9 5/8" J-55 36# 1200' 600 sx c i r c u l a t e d 

8 3/4" 5 1/2" J-55 17. & 15.5 10,025' 500 sx 

We propose to d r i l l and test the Morrow and Intermediate formations. Approximately 350' 
of surface casing w i l l be set and cement circulated to surface. Intermediate casing 
w i l l be set approximately at 1200' and cement circulated. Production casing w i l l be 
set to TD and cemented with adequate cover, perforated and treated as needed for 
production. 

MUD PROGRAM: Fresh water LCM 350', Fresh water 1200', Cut brine 9000', SW Gel/Starch to TD 

BOPE PROGRAM: BOPE i n s t a l l e d on 9 5/8" casing, tested d a i l y f o r operational, Yellow Jacket 
p r i o r to d r i l l i n g Wolfcamp. 

I N ABOVE SPACE DESCRIBE PROPOSED PROGRAM : I f proposal Is to deepen or plug back, give data on present productive lone and proposed new productive 

zone. I f proposal Is to d r i l l or deepen directionally, give pertinent data on subsurface locations and measured and true vertical depths. Give blowout 

preventer program. If any. 

Permit Agent Y-*t£> 9X. 

(This space for Feneral or State office use) 

PERMIT XO. . APPROVAL D A T K 

APPROVED BY 
CONDITION.'! Or APPROVAL. IK ANY : 

T i t l e 18 U.S.C. Sect ion 1001, makes it a c r im 
Uni t ed States any f a l s e , f i c t i t i o u s or f raudule 

YATES PETROLEUM CORP. 
BEFORE THE COMMISSION 
NMOCD CASE NOS. 10467/10473 
DATE: 08/13/92 De Novo 
EXHIBIT NO. 5" 

^ to any department or agency of the 
r w i t h i n i ts j u r i s d i c t i o n . 



Submit to Appropriate 
District Office 
Stale Lease - 4 copies 
Fee Lease - 3 copies 

DISTRICT I 

P.O. Box 1980, Hobbs, NM 88240 

DISTRICT H 

P.O. Drawer DD, Artesiii, NM 88210 

DISTRICT TTT 
1000 Rjo Brazos Rd., Ailec, NM 87410 

State of New Mexico 
Energy, Minerals and Natural Resources Department 

OIL CONSERVATION DIVISION 
P.O. Box 2088 

Santa Fe, New Mexico 87504-2088 

WELL LOCATION AND ACREAGE DEDICATION PLAT 
All Distances must be from the outer boundaries of the section 

CO' 
Form C-102 
Revised 1-1-89 

Operator 

YATES PETROLEUM CORPORATION 

Lease 

CHALK AKH FEDERAL 

Well No. 

2 

Unit Letter 

B 

Section 

27 

Township 

18 SOUTH 

Range 

2 7 E A S T NMPM 

County 
EDDY COUNTY, NM 

Actual Footage Locatiot of Well: 

660 feetfromthe NORTH line and 1330 feetfromthe EAST line 
Ground level Elev. 1 Producing Formation 

3457. 1 lYiorro^ 

Pool 

loll «*<...+• /fti/nu 
Dedicated Acreage: 

S ^ O Acres 
1. Outline ihe acreage dedicated to the subject well by colored pencil or hachure marks on the plat below. 

Z If more than one lease is dedicated to the well, outline each and identify the ownership thereof (both as to working interest and royalty). 

3. If more than one lease of different ownership is dedicated to the well, have the interest of all owners been consolidated by ccimmunilization, 
unitization, force-pooling, etc? 

| | Yits Q No I f answer is "yes" type of consolidation 
If answer is "no" list the owners and tract descriptions which have actually been consolidated. (Use reverse side of 
this form if nsccessary. 
No allowable will be assigned to Ihe well until all interests have been consolidated (by communitization, unitization, forced-pooling, or otherwise) 
or until a non-standard unit, eliminating such interest, has been approved by the Division. 

I"" 

!33o 

4-

330 660 990 1320 1650 1980 2310 2640 2000 1500 1000 500 

OPERATOR CERTIFICATION 
/ hereby certify that the information 

contained herein in true and complete lo the 
best of my knowledge and belief. 

Printed Name 

Ken Beardemphi 
Position 

Landman 
Company ; 

Yates Petroleum Corporation 
Dat. %-17-92 

SURVEYOR CERTIFICATION 

/ hereby certify that the well location shown 
on this plat was plotted from field notes of 
actual surveys made by me or under my 
supervisee, and that the same is true and 
correct to the best of my knowledge and 
belief. 

Dale Surveyed 

APRILS—iag2 



YATES PETROLEUM CORPORATION 

Chalk "AKH" Federal #2 
660* FNL and 1330' FEL 
Section 27, T18S-R27E 

Eddy County/ New Mexico 

I n c o n j u n c t i o n w i t h Form 3160-3, A p p l i c a t i o n f o r Permit t o D r i l l s ubject 
w e l l , Yates Petroleum Corporation submits the f o l l o w i n g t e n items of 
p e r t i n e n t i n f o r m a t i o n i n accordance w i t h USGS requirements. 

1. The g e o l o g i c a l surface f o r m a t i o n i s Alluvium. 

2. The estimated tops of geologic markers are as f o l l o w s : 

San Andres 1,150' 
Bone Spring 4,460' 
3rd Bone Spring 6,980' 
Wolfcamp 7,100• 
Cisco 7,572 1 

Strawn 8,800' 
Atoka 9,350' 
Morrow e l a s t i c s 9,700' 
Lower Morrow 9,810' 
Barnett Shale 10,000' 
TD 10,025' 

3. The estimated depths a t which a n t i c i p a t e d water, o i l or gas 
formations are expected t o be encountered: 

Water: 250' 

O i l or Gas: Wolfcamp, Penn, Morrow 

4. Proposed Casing Program: See Form 3160-3. 

5. Pressure Control Equipment: See Form 3160-3 and E x h i b i t B. 
6. Mud Program: See Form 3160-3. 



7. Aux i l i a r y Equipment: Kelly Cock; p i t level indicators and flow 
sensor equipment; sub wi t h full-opening valve on f l o o r , d r i l l 
pipe connection. 

8. Testing, Logging and Coring Program: 

Sa.mples: 10' from surface casing t o TD 

DST's: None 

Coring: None 

Logging: CNL/LDT, TD to Casing with CNL to surface; DLL/MSFL TD to 
casing, Sonic log TD to casing 

9. No abnormal pressures or temperatures are anticipated. No H2S i s 
anticipated during the d r i l l i n g of t h i s w e l l . 

10. Anticipated s t a r t i n g date: As soon as possible a f t e r approval. 



MULTI-POINT SURFACE USE AND OPERATIONS PLAN 
' Yates Petroleum Corporation 

Chalk "AKH" Federal #2 
660' FNL and 1330' FEL 
Section 27-T18S-R27E 

Eddy County, New Mexico 

This plan i s submitted w i t h Form 3160-3, A p p l i c a t i o n f o r Permit t o 
D r i l l , covering the above described w e l l . The purpose of t h i s plan i s 
t o describe the l o c a t i o n of the proposed w e l l , the proposed c o n s t r u c t i o n 
a c t i v i t i e s and operations p l a n , t h e magnitude of surface disturbance 
i n v o l v e d and the procedures t o be f o l l o w e d i n r e h a b i l i t a t i n g the surface 
a f t e r completion of the operations, so t h a t a complete a p p r a i s a l can be 
made of the environmental e f f e c t associated w i t h t h e operations. 

1. EXISTING ROADS: 

E x h i b i t A i s a p o r t i o n of BLM map showing the w e l l and roads i n the 
v i c i n i t y of the proposed l o c a t i o n . The proposed w e l l s i t e i s 
loca t e d approximately 12 miles east of A r t e s i a , New Mexico 
and the access route t o the l o c a t i o n i s i n d i c a t e d i n red and 
green on E x h i b i t A. 

DIRECTIONS: 

1. Go east of A r t e s i a on Highway 82 t o I l l i n o i s Camp Road. 
2. Turn south f o r approximately 4.5 miles t o Eddy County Road 

#234 . 
3. Turn west f o r 1/2 m i l e and cross c a t t l e g u a r d . 
4. Follow c a l i c h e road f o r 2 miles t o c a t t l e g u a r d and take l e f t 

a f t e r c a t t l e g u a r d f o r 1/4 m i l e . 
5. New road s t a r t s here. 

2. PLANNED ACCESS ROAD 

A. The proposed new access w i l l be approximately 500' i n l e n g t h 
from p o i n t of o r i g i n t o the Northeast edge of the d r i l l i n g 
pad. The road w i l l l i e i n a n o r t h t o south d i r e c t i o n . 

B. The new road w i l l be 14 f e e t i n w i d t h ( d r i v i n g surface) and 
w i l l be adequately drained t o c o n t r o l r u n o f f and s o i l erosion. 

C. The new road w i l l be bladed w i t h drainage on one side. No 
t r a f f i c t u r n o u t s w i l l be b u i l t . 

D. The ro u t e of the road i s v i s i b l e . 



Chalk "AKH" Federal #2 
Page 2 

3. LOCATION OF EXISTING WELL 

A. There i s d r i l l i n g a c t i v i t y w i t h i n a one-mile r a d i u s of the 
w e l l s i t e . 

B. E x h i b i t D shows e x i s t i n g w e l l s w i t h i n a one-mile radius of the 
proposed w e l l s i t e . 

4. LOCATION OF EXISTING AND/OR PROPOSED FACILITIES 

A. There are produc t i o n f a c i l i t i e s on t h i s lease a t the present 
time. 

B. I n the event t h a t the w e l l i s p r o d u c t i v e , t he necessary 
pr o d u c t i o n f a c i l i t i e s w i l l be i n s t a l l e d on th e d r i l l i n g pad. 
I f the w e l l i s p r o d u c t i v e o i l , a gas or d i e s e l s e l f - c o n t a i n e d 
u n i t w i l l be used t o provide t he necessary power. No power 
w i l l be r e q u i r e d i f the w e l l i s p r o d u c t i v e of gas. 

5. LOCATION AND TYPE OF WATER SUPPLY: 

A. I t i s planned t o d r i l l the proposed w e l l w i t h a f r e s h water 
system. The water w i l l be obtained from commercial sources 
and w i l l be hauled t o the l o c a t i o n by t r u c k over the e x i s t i n g 
and proposed roads shown i n E x h i b i t A. 

6. SOURCE OF CONSTRUCTION MATERIALS: 

P r i v a t e p i t l o c a t e d NE/4NE/4 Sec. 26, T18S-R27E 

7. METHODS OF HANDLING WASTE DISPOSAL: 

A. D r i l l c u t t i n g s w i l l be disposed of i n th e reserve p i t s . 
B. D r i l l i n g f l u i d s w i l l be allowed t o evaporate i n the reserve 

p i t s u n t i l t he p i t s are dry. 
C. Water produced d u r i n g operations w i l l be c o l l e c t e d i n tanks 

u n t i l hauled t o an approved d i s p o s a l system, or separate 
d i s p o s a l a p p l i c a t i o n w i l l be submitted. 

D. O i l produced d u r i n g operations w i l l be s t o r e d i n tanks u n t i l 
s o l d . 

E. Current laws and r e g u l a t i o n s p e r t a i n i n g t o the d i s p o s a l of 
human waste w i l l be complied w i t h . 

F. A l l t r a s h , junk and other waste m a t e r i a l s w i l l be contained i n 
t r a s h bins t o prevent s c a t t e r i n g and w i l l be removed and 
deposited i n an approved s a n i t a r y land f i l l . B u r i a l on s i t e 
i s not approved. 



Chalk "'AKH" Federal #2 
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8. ANCILLARY FACILITIES: 

A. None r e q u i r e d . 

9. WELLSITE LAYOUT: 

A. E x h i b i t C shows the r e l a t i v e l o c a t i o n and dimensions of the 
w e l l pad, the reserve p i t s , the l o c a t i o n of the d r i l l i n g 
equipment, r i g o r i e n t a t i o n and access road approach. A cross 
s e c t i o n of d r i l l pad w i t h approximate c u t s , f i l l s and pad 
o r i e n t a t i o n i s shown on E x h i b i t E. 

B. The reserve p i t s w i l l be p l a s t i c l i n e d . 
C. A 400' X 400' area has been staked and flagged. 

10. PLANS FOR RESTORATION OF THE SURFACE: 

A. . A f t e r f i n i s h i n g r e - e n t r y and/or completion o p e r a t i o n s , a l l 
equipment and other m a t e r i a l not needed f o r f u r t h e r operations 
w i l l be removed. The l o c a t i o n w i l l be cleaned of a l l t r a s h 
and junk t o leave the w e l l s i t e i n as a e s t h e t i c a l l y p l e a s i n g 
a c o n d i t i o n as p o s s i b l e . 

B„ Unguarded p i t s , i f any, co n t a i n i n g f l u i d s w i l l be fenced u n t i l 
they have d r i e d and been le v e l e d . 

C„ I f the proposed w e l l i s non-productive, a l l r e h a b i l i t a t i o n 
and/or v e g e t a t i o n requirements of Bureau of Land Management 
w i l l be complied w i t h and w i l l be accomplished as 
e x p e d i t i o u s l y as p o s s i b l e . A l l p i t s w i l l be f i l l e d l e v e l 
w i t h i n 90 days a f t e r abandonment. 

11. SURFACE OWNERSHIP: Bureau of Land Management 
P. 0. Box 1778 
Carlsbad, New Mexico 88220 

12. OTHER INFORMATION: 

A„ Topography: Refer t o the e x i s t i n g a r c h a e o l o g i c a l r e p o r t f o r a 
d e s c r i p t i o n of the topography, f l o r a , fauna, s o i l 
c h a r a c t e r i s t i c s , d w e l l i n g s , h i s t o r i c a l and c u l t u r a l s i t e s . 

B. . The primary surface use i s f o r grazing. 



Chalk '"AKH" Federal #2 
Page 4 

13. OPERATOR'S REPRESENTATIVE: 

A. Through A.P.D. Approval: B. Through D r i l l i n g Operations, 
Completions and Production: 

Ken Beardemphl, Landman 
Yates Petroleum Corporation 
105 South Fourth S t r e e t 
A r t e s i a , New Mexico 88210 
Phone (505)748-1471 

Mike S l a t e r , Operations Manager 
Yates Petroleum Corporation 

105 South Fourth S t r e e t 
A r t e s i a , New Mexico 88210 

Phone (505)748-1471 

13. CERTIFICATION: 

I hereby c e r t i f y t h a t I , or persons under my d i r e c t s u p e r v i s i o n , 
hcive inspected t h e proposed d r i l l s i t e and access r o u t e , t h a t I am 
f a m i l i a r w i t h t h e c o n d i t i o n s which p r e s e n t l y e x i s t ; t h a t t h e 
statements made i n t h i s p l a n are t o the best of my knowledge, t r u e 
and c o r r e c t ; and, t h a t the work associated w i t h t h e operations 
proposed h e r e i n w i l l be performed by Yates Petroleum Corporation 
and i t s c o n t r a c t o r s and subcontractors i n co n f o r m i t y w i t h t h i s 
p l a n and the terms and c o n d i t i o n s under which i t i s approved. 
This statement i s su b j e c t t o the p r o v i s i o n s of 18 U.S.C. 1001 f o r 
the f i l i n g of a f a l s e statement. 

A p r i l 10. 1992 
Date 
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YATES PETROLEUM CORPORATION 

DRILLING RIG LAYOUT 
Scale: I inch = 50 feet 

EXHIBIT C 
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BEFORE THE OIL CONSERVATION DIVISION 

OP THE STATE OP NEW MEXICO 

IN THE MATTER OF THE APPLICATION OF 
YATES PETROLEUM CORPORATION FOR 
COMPULSORY POOLING, EDDY COUNTY, 
NEW MEXICO 

CASE NO. 10467 

WAIVER 

As an o f f s e t operator, M. CRAIG CLARK has no ob j e c t i o n s 

t o Yates Petroleum Corporation d r i l l i n g i t s proposed Chalk "AKH" 

Federal No. 2 Well located a t a p o i n t 660 f e e t from the North l i n e 

and 1320 f e e t from the East l i n e of Section 27, Township 18 South, 

Range 27 East, N.M.P.M., Eddy County, New Mexico. 

M. CraicQciark 

Datd 1 

YATES PETROLEUM CORP. 
BEFORE THE COMMISSION 
NMOCD CASE NOS. 10467/10473 
DATE: 08/13/92 ^ ^ 
EXHIBIT NO. fe> 



BEFORE THE OIL CONSERVATION DIVISION 

OF THE STATE OF NEW MEXICO 

IN THE MATTER OF THE APPLICATION OF 
YATES PETROLEUM CORPORATION FOR 
COMPULSORY POOLING, EDDY COUNTY, 
NEW MEXICO 

CASE NO. 10467 

WAIVER 

As an o f f s e t operator, TURNCO, INC. has no o b j e c t i o n s t o 

Yates Petroleum Corporation d r i l l i n g i t s proposed Chalk "AKH" 

Federal No. 2 Well l o c a t e d a t a p o i n t 660 f e e t from the North l i n e 

and 1320 f e e t from t h e East l i n e of Section 27, Township 18 South, 

Range 27 East, N.M.P.M., Eddy County, New Mexico. 

TURNCO, INC. 

By: [AJfUyAfi 

Pf€SI<WT 
T i t l e 



BEFORE THE OIL CONSERVATION DIVISION 

OF THE STATE OF NEW MEXICO 

IN THE MATTER OF THE APPLICATION OF 
YATES PETROLEUM CORPORATION FOR 
COMPULSORY POOLING, EDDY COUNTY, 
NEW MEXICO 

CASE NO. 10467 

WAIVER 

As an o f f s e t operator, BETTIS BROTHERS, INC. has no ob

j e c t i o n s t o Yates Petroleum Corporation d r i l l i n g i t s proposed 

Chalk "AKH" Federal No. 2 Well located a t a p o i n t 660 f e e t from 

the North l i n e and 1320 f e e t from the East l i n e of Section 27, 

Township 18 South, Range 27 East, N.M.P.M., Eddy County, New 

Mexico. 

BETTIS BROTHERS, INC. 



BEFORE THE OIL CONSERVATION DIVISION 

OF THE STATE OF NEW MEXICO 

IN THE MATTER OF THE APPLICATION OF 
YATES PETROLEUM CORPORATION FOR 
COMPULSORY POOLING, EDDY COUNTY, 
NEW MEXICO 

CASE NO. 10467 

WAIVER 

As an o f f s e t operator, H. M. BETTIS, INC. has no objec

t i o n s t o Yates Petroleum Corporation d r i l l i n g i t s proposed Chalk 

"AKH" Federal No. 2 Well l o c a t e d a t a p o i n t 660 f e e t from t h e 

North l i n e and 1320 f e e t from the East l i n e of Section 27, Town

ship 18 South, Range 27 East, N.M.P.M., Eddy County, New Mexico. 

H. M. BETTIS, INC. 

T i t l e 

Date 



BEFORE THE OIL CONSERVATION DIVISION 

OF THE STATE OF NEW MEXICO 

IN THE MATTER OF THE APPLICATION OF 
YATES PETROLEUM CORPORATION FOR 
COMPULSORY POOLING, EDDY COUNTY, 
NEW MEXICO 

CASE NO. 10467 

WAIVER 

As an o f f s e t operator, ORYX ENERGY COMPANY has no objec

t i o n s t o Yates Petroleum Corporation d r i l l i n g i t s proposed Chalk 

'"AKH" Federal No. 2 Well located a t a p o i n t 660 f e e t from the 

North l i n e and 132 0 f e e t from the East l i n e of Section 27, Town

ship 18 South, Range 27 East, N.M.P.M., Eddy County, New Mexico. 

ORYX ENERGY COMPANY 

By 

T i t l e 

Date I ' 



BEFORE THE OIL CONSERVATION DIVISION 

OF THE STATE OF NEW MEXICO 

IN THE MATTER OF THE APPLICATION OF 
YATES PETROLEUM CORPORATION FOR 
COMPULSORY POOLING, EDDY COUNTY, 
NEW MEXICO 

CASE NO. 10467 

WAIVER 

As an o f f s e t operator, DAVID W. CROMWELL has no objec

t i o n s t o Yates Petroleum Corporation d r i l l i n g i t s proposed Chalk 

"AKH" Federal No. 2 Well lo c a t e d a t a p o i n t 660 f e e t from the 

North l i n e and 132 0 f e e t from the East l i n e of Section 27, Town

ship 18 South, Range 27 East, N.M.P.M., Eddy County, New Mexico. 

David W. Cromwell 

Date » 



BEFORE THE OIL CONSERVATION DIVISION 

OF THE STATE OF NEW MEXICO 

IN THE MATTER OF THE APPLICATION OF 
YATES PETROLEUM CORPORATION FOR 
COMPULSORY POOLING, EDDY COUNTY, 
NEW MEXICO 

CASE NO. 10467 

WAIVER 

As an o f f s e t operator, BABER WELL SERVICING has no 

o b j e c t i o n s t o Yates Petroleum Corporation d r i l l i n g i t s proposed 

Chalk "AKH" Federal No. 2 Well l o c a t e d a t a p o i n t 660 f e e t from 

the North l i n e and 1320 f e e t from the East l i n e of Section 27, 

Township 18 South, Range 27 East, N.M.P.M., Eddy County, New 

Mexico. 

BABER WELL SERVICING 

PRESIDENT 
T i t l e 

APRIL 2, 1992 
Date 



BEFORE THE OIL CONSERVATION DIVISION 

OF THE STATE OF NEW MEXICO 

IN THE MATTER OF THE APPLICATION OF 
YATES PETROLEUM CORPORATION FOR 
COMPULSORY POOLING, EDDY COUNTY, 
NEW MEXICO 

CASE NO. 10467 

WAIVER 

As an o f f s e t operator, L. E. OPPERMANN has no o b j e c t i o n s 

t o Yates Petroleum Corporation d r i l l i n g i t s proposed Chalk "AKH" 

Federal No. 2 Well l o c a t e d a t a p o i n t 660 f e e t from the North l i n e 

and 1320 f e e t from the East l i n e of Section 27, Township 18 South, 

Range 27 East, N.M.P.M., Eddy County, New Mexico. 

L~i EH Oppermann 

Date 7 
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BEFORE THE OIL CONSERVATION DIVISION 

OF THE STATE OF NEW MEXICO 

IN THE MATTER OF THE APPLICATIONS ) 
OF YATES PETROLEUM CORPORATION ) 
FOR COMPULSORY POOLING, EDDY ) 
COUNTY, NEW MEXICO. ) CASE NOS. 10467, 10472 

CERTIFICATE OF MAILING 
AND 

COMPLIANCE WITH RULE 12 07 

In accordance with Division Rule 1207, I hereby c e r t i f y 
that copies of the applications f i l e d i n and notice of the 
hearing of the above-referenced cases were mailed, at l e a s t 
twenty days prior to the hearing of A p r i l 30, 1992, to the 
operators and interested p a r t i e s l i s t e d i n Exhibit "A". 

Also attached hereto are representative copies of said 
correspondence and evidence of i t s receipt as Exhibit "B". 

By: crc7" 
Ernest L. C a r r o l l 

LOSEE, CARSON, HAAS & CARROLL, P.A. 
P. O. Drawer 239 
Artesia, New Mexico 88211-0239 

Attorneys for Applicant 

STATE OF NEW MEXICO ) 
ss 

COUNTY OF EDDY ) 

SUBSCRIBED AND SWORN TO before me t h i s A p r i l 29, 1992. 

My commission expires: 
November 17, 1992 

>SL*A ' 

Notary PuKlic 

YATES PETROLEUM CORP. 
BEFORE THE COMMISSION 
NMOCD CASE NOS. 10467/10473 
DATE: 08/13/92 ne Novo 
EXHIBIT NO. / 



EXHIBIT "A" 

CHALK NO. 2 

H. M. B e t t i s , Inc. 
Turnco, I n c . 
P. O. Box 1240 

Graham, TX 76540 

B e t t i s Brothers, I n c . 
L.E. Oppermann 

500 West Texas, Suite 830 
Midland, TX 79701 

M. Craig Clark 
310 W. Texas, S u i t e 714 

Midland, TX 79705 

David W. Cromwell 
2819 West Shandon 
Midland, TX 79705 

Nearburg E x p l o r a t i o n Company 
One Petroleum Center, Bldg. 8 
330 North "A" S t r e e t , Ste. 100 

Midland, TX 79705 

Oryx Energy Company 
P. O. Box 2880 

D a l l a s , TX 75221-2880 

Baber Well S e r v i c i n g 
P. O. Box 1772 

Hobbs, NM 88240 

CHALK NO. 3 

H. M. B e t t i s , Inc. 
Turnco, Inc. 
P. O. Box 1240 

Graham, TX 76540 

B e t t i s Brothers, Inc. 
L.E. Oppermann 

500 West Texas, S u i t e 830 
Midland, TX 79701 

M. Craig Clark 
310 W. Texas, Suite 714 

Midland, TX 79705 

David W. Cromwell 
2819 West Shandon 
Midland, TX 79705 

Nearburg E x p l o r a t i o n Company 
One Petroleum Center, Bldg. 8 

Sui t e 100 
330 North "A" St r e e t 
Midland, TX 79705 



LAW O F F I C E S 

L O S E E , C A R S O N , H A A S & C A R R O L L , R A . 
ERNEST L. CARROLL 3 0 0 YATES P E T R O L E U M B U I L D I N G TELEPHONE 

J O E L M. CARSON p Q D R A W E R 2 3 9 (SOS) 7 4 e - 3 S O S 

JAMES E . H A A S . A R T E S I A , N E W M E X I C O S Q 2 I I - 0 2 3 9 T E L E C O P Y 
A. J . LOSEE 

DEAN B. CROSS 

MARY LYNN BOGLE 

(sos) 7*e-63te 

March 30, 1992 

CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

L. E. Oppermann 
500 West Texas, Suite 83 0 
Midland, Texas 79701 

Re: A p p l i c a t i o n s of Yates Petroleum Corporation 
f o r Compulsory Pooling, Eddy County, New Mexico 

Dear Mr. Oppermann: 

This o f f i c e represents Yates Petroleum Corporation. On March 24, 
1992 Yates Petroleum Corporation f i l e d i t s A p p l i c a t i o n f o r com
pulsory p o o l i n g f o r i t s Chalk "AKH" Federal No. 2 Well, and on 
March 27, 1992 i t f i l e d i t s A p p l i c a t i o n f o r compulsory p o o l i n g 
f o r i t s Chalk "AKH" Federal No. 3 Well, both i n Section 27, Town
ship 18 South, Range 27 East, N.M.P.M., Eddy County, New Mexico. 
Copies of both A p p l i c a t i o n s are enclosed f o r reference. 

The New Mexico O i l Conservation D i v i s i o n has s e t A p r i l 30, 1992 
as the date f o r s a i d hearing on both A p p l i c a t i o n s . Any p a r t y 
wishing t o appear must f i l e a prehearing statement by t h e Friday 
p r i o r t o the date of hearing, and any p a r t y wishing t o recei v e 
other p a r t i e s 1 prehearing statements or pleadings must f i l e an 
ent r y of appearance. 

I am also enclosing Waivers f o r your execution and r e t u r n t o me 
should you have no o b j e c t i o n t o said A p p l i c a t i o n s . I f you intend 
t o o b j e c t t o s a i d A p p l i c a t i o n s , please l e t me know. I f you have 
any questions, please do not h e s i t a t e t o conta c t me. 

Very t r u l y yours, 

LOSEE, CARSON, HAAS & CARROLL, P.A. 

Ernest L. C a r r o l l 

ELC:bjk 
Enclosures 

EXHIBIT "B" 



j * ' Th» Returri Receipt Fe* Villi provide'ydd the elgnatiiri ol th i perfdndellvMc 
td tnd the, date ot delivery. 

" T ' 

mmm 

!4a>.A(llcla. Number, 

8£ Addressee's Address 
and fee.Is paid) 

I SENDER: W.mv^7 i#W$W. . . -,. —. . , - , . „ „ 
v*|C6mplet* Item* \ kni/o'r 2 (or.eddltlonel eervlceffflej 
1» ̂ Complete Item* 3, end 'la h y < t ^ i ^ ^ B ! ^ m 
£*.'Pririt°V6ur fvame entt'tddreet'on the feverefoT t "™*- ' 1 : 

t'return thla card to y o u ' ^ t i i ^ ^ j l S ^ ^ - ^ ^ ^ . 
• ^Attach thla i o W t o the Iront of th»feallplecerbf}>rtth«tacklf i p i c e l 
doaa not t — ^ r r T f t * T f f ^ r ^ ; T r T ^ i 

a * } . Write "Return Receipt Rdqueated ! 6n the maliplece beloW tnilrticle number J - . j -
£ * :?The Return Receipt Fee will provide you the algnatur^ bt1 the pereondelivered S^l 
Eg to and the date ot de th re f y .H* ; : ^? . ^ ^ '**-

I to: 

§2*; ••.Restricted; Del iver^ 
Consult postmaster for fee r^s 

j..4bi? Service .Type l f t y r - f V , T j W . , 
£0 i Registered 
? l ^ e r t l f l e d < ^ M H , C q p ^ ^ ^ ^ ^ ^ # . f 

i S j ^ ^ ^ l i l P ^ 
•>f.>'-'iiaifj[<» Merchandl8a^rSp&sO? 

•Br? Addressee's Address (Only ifjequested j " 
land fea Is P a l d t i ^ ^ ^ M A g ^ ^ i f i ^ * , •? 

-iKej<"~ 

f j 5 E N D E R 7 * J ^ * ^ ^ 
| « CompeteMmSI and/oi 4 tor Additional fiirvMeal 

Aj'CompWte itema 3, and 4a s. h . f t ^ ^ m f ^ ^ ^ M 
^ P H r t t Vour heme and addretl o n M N ^ i e C m l O 
a return thi i card to Vou,^B> ! j t f%SJS5jg^ f *a^ f ' " " " t 

S l -Attach thla form to the'lrorit or the mSipleceF! 
?doe. not p e r m l t r J J ^ ^ 
y • j Writs "Return Receipt Repeated1; on theirMpleeebek i number. 

Ulellver*c 

'•' 6. Signature (Aaan 

SENDER: 
• Complete Item! 
• Complete Itemt i 

,,' Print your name and addreat on the reverie of thi i form io that Wi can ' 
Return thle card toyou.V*--Xi^'^^^V^0^^p^^^^^ 
!;* At tach thla form to the Ifrant of ihe linflltniAeitj'nr fin the hack If l n « e i ' ; ? ! 

i*.The Return Receipt Fee will provide Vou the aignature1 of th* pirefiR delivered 
[ to ind th* date of de l l ve ty . - r ' . r nvyv .y . ^ - ^ ' 

J: I Valso ^wish;itoVrecelve^the^||^ 
following services' (fori an extra &m 

8jt Addressee's Address 
fee is paid) 
sajij'-rtiv "J -" 

Jl|0| = 



to and ih. data of J . , . ^ ' " P ' o v ! d . e *>" , h e »lBr.eture of th. bereori d . ! . . . * . 

T—•—• • " ' -\-- .-.••-IT' "TI-.-H :- •. 

^MvlLJ^Addressee'aAddressM ;«$l 

5» SlanBturA (A r!rira<**>jrzv ——— " ' 5» SlanBturA (A r!rira<**>jrzv ——— " ' 

4b. Service l ype ' - : - t ^ A - - ^ . V i , , , ; ! ! 
• L J R e g l s t e r e d ^ D Insured l 1 , 

^certified-a^jD C O D ^ H ^ I ; 
• Express M a i l • Return Receipt for ? 

- = — r — — Mnr r i han f l f a f t 

5» SlanBturA (A r!rira<**>jrzv ——— " ' 

i \ Date of Delivery '. 7~—~ ; 

3 /- f x ^ y ^ ' : ; ' 
. f i , riinnaf'nra f A n n n t | ~ • 

* ™ W ^ ? * " " < 0 n , V •' requested -

SENDER: " ~ . : ' ' 

'J^S^X ° " , h ' ™ « •» «"i 'orm ao that w . c k 

d o ^ p ^ ^ ™ , 0 , h » " rn.Hp.aca, or'on , h . beck If a ^ c . ' ^ 

3. Article Addressed to: 

5. Signature (Addressee) ; 

I also wish to receive the 
following services (for an extra 
fee)! , : -.. . 

: 1. • Addressee's Address 

'h- 2. • Restricted Delivery 
— — . Consult postmaster for fee. : '3 -• 
4a. Article Number T~~~- "TT" 

4b. Service Type ~ . . • ' . ' 
• .Registered • Insured . V ' / : 

^.Cert i f ied • COD 'V ' 
O Express Mail • Return Receipt for 
••• " Merchandise 

- - Mntw, nama 3, and 4a & b.•,x, v.,-"7-"i^i^vJ^^v^SiS- •»' 
: * Print your name and addr... on1hJ' . ^ ! ^ f ^ ^ ^ ^ ^ ^ I 

: • Attach thla form to th . front of the r m ^ . l ^ ^ N ^ i f c i * * 
doe. not permit. • . 7 '°™,° ' & % ? % & & S 5 & b « * » «Paca ? 

Write "Return R . c . l P t n . c | U . . t . d . ' o ; ^ ^ ^ 

B. Signature (Addreaaee) ^ . ^ . y ^ Z ^ ^ 

m^y^:-''-}- ^m?mmk m ^ 0 ^ " 0 mm RECEIPT i 
SENDER- ^ , ; , . a ^ . r : > : ^ ^ : : g s r -T— • v r , ±*r>«#&&^ 

T V 2 ' ; / p Resirlcted D e l i v e r y i ^ ^ i 
Consult postmnatAr f o r ' " f n ' n f f e # ^ ^ 
i a M . . _ I . . „ . . .: - ' ' ' " •l5;'.<< 

?- • Complete Heme 1 and/or 2 for additional eervlcea. ^ a - ^ ^ ^ ^ l j S . t V 
» Complete Heme 3, end 4a * b. ^ ' v ^ i v ^ V ' ^ 

'" * Print vour nama and addi-.i. on th . ravers, of th a tami .n thut w . niin 
, , . \ . - ; > t \ - v - ' j » v : - \ t , - ' ^ . « i ^ r ^ « > 9 i f l ; ! - ' 

, 4 Print your name end addreae on the reverse of thla torn) ao that we can' 
•return thla card to you.. •-••: -P.IC'V - s f e l f K v t ^ ^ ^ ^ ^ ^ ^ ^ ' * -
• » Attach thla form to the front of the mailpiece, or on the beck if apaceri': 
• doaa not permit. "! •-. • ••«i:i-VA:i.i5^^^V;>f*¥.1*«|r4-''i' 

;: • Write "Return Receipt Re<|ueeted" on the mailpiece below the article number. 
[•* The Return Receipt Fee will provide you the aignature of the peraon delivered 
.. to and the date of delivery. •• •*$%'0&i*-

. KJ Addressee's Address 

& 2 n O Restricted D e l l v e r y ^ ^ > 

Consult postmaster for fee^'vK';?fr 

3. Article AddrMseoj * 0 ^ • i N | ^ ^ • , , ^ ^ ^ ^ ^ ^ 

• ' . tV .»>. i - - ; i ; 

;4a.tArtlcle Number^'i&f** 

~ 6. Sljefnatujl 

£ .6 / ' .SIanature. (Agent i ,4^^^( i '£^g«^ 


