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Dodge City prospect, with attachment. 3 
pages.
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PHONE AC-918, LU 5-1548 

KWB 
OIL PROPERTY MANAGEMENT, INC. 

KENNEDY ElUILDING 

TULSA, OKLAHOMA 74103 

July 26, 1965 

JUl2 1965 

Mr. Richard M. Nixon 
20 Broad Street 
New York, New York 

Re: Monthly Operations Report 
Lies No. 1 
NE SE Section l4-34S-l0W 
Barber County, Kansas 

Gentlemen: 

Enclosed is the daily gauge report showing the oil production 
and oil sales during the month of June, 1965. 

Oil production declined severely during the month of June, from 
around 110 barrels per day to 23 barrels per day. The water production 
during this period remained constant at approximately 7 barrels per day. 
A fluid level survey run June, 22, indicated only 117 feet of fluid in the 
hole above the pump, 

The rapid decline of the oil production apparently indicated the 
Mississippi reservoir at this location is fairly small. It is possible 
that oil production might be increased with a fracture treatment of the 
perforated interval, but it is also recognized that this treatment might 
be risky. It is definitely known that the water-oil contact is in close 
proximity to the well bore and a fracture treatment might increase the 
water volumes tremendously. 

If there are any questions regarding this report, we will be 
most happy to confer with you. 

Yours very truly, 

KWB OIL PROPERTY MANAGEMENT, INC. 

C. Arnold Brown 

Enclosure 

CAB/pjl 



LIES NO. 1 
DAILY GAUGE REPORT 

June Oil Sales Remarks 

1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 

10. 
11. 
12. 
13. 
14. 
15. 
16. 

17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. 

55.00 

60.00 
48.00 
55.00 
42.00 

50.00 
40.00 
51.00 

39.00 
48.00 
45.00 
47.00 
40.00 
40.00 
39.00 
40.00 
32.00 
30.00 
27.00 
20.00 
23.00 
23.00 

894.00 

152.42 

143.00 

109.91 
85.73 

159.53 

155.97 

161. 32 

967.88 


Well Shut in. Waiting on chemical and chemical pump. 

Shut in. 

Shut in. 

Treated out oil. Shut in. 

Well off through16/64 choke. 

Flowing on 200# TP 600 CPo 


Run pump and rods - wou1d't run. 

Run new pump. 


Fluid Level Survey 117' fluid in hole. 




PHONE AC-918, LU 5-1548 

KWB 
OIL PROPERTY MANAGEMENT, INC. 

KENNEDY BUILDING 

TULSA, OKLAHOMA 74103 

July 23, 1965 

1., 
-, 

Mr. Richard M. Nixon 
20 Broad Street 
New York, New York 

Re: Kansas Corporation Commission 
Basic Proration Order 
Sharon West Mississippi Oil Pool 
Barber County, Kansas 

Gentlemen: 

Enclosed is a copy of the above-captioned Kansas Corporation 

Commission order for your files. 

Yours very truly, 

KWB OIL PROPERTY MANAGEMENT, INC. 

C. Arnold Brown 

Enclosure 

CAB/pjl 



MAILED 

THli. 5TATE CORPO::~TI0N COMMISSION 

o JUL 19 1965 
011' THl:.: ST.t\ T.£ OJ'' It..\NSAS 

CONSERVATION DIVISION 
WICHITA, KANSAS 

Bdol'e Comnlitudotlol": vJIUlam L. Mit~lwll, ChAirman 

Jame. O. G,.eowcal 

Hau:l'y O. WU•• 


In the Matter of establl8hlug rule. and. ) DOCK:tT NO. 76.7Q3.C 
I'O~ulo.UOUD z~1atinil tQU~e pzcducdoA, ) (C..ll, 91,Z) 

. aalo anl.1 .:.onscl'va,Uou oC ~)."ude eU iD ) 
, .~ " '.j ':, .. 
~G MiGaloaippllorm.ation o( tha Shal'OA ) 

\~ed Mtaahiip.&>l on Pool1A ~al'bel' ) 

COWlty, Kansa.a. ) CONSLRVATION DIVISION 


BASIC paOAATION OaDli:.1t 
RECEIVED 

IfOR ret. 
JUl :{ 01965 

SHA.I.\ON W1i.ST lvUSSISSlt-'.t=' lOlL POOL 

K W B, INC.BAIUll::n. COUNTY. l~./i.NSAS 

Now, on t:!lie 30th d.ay ot JUllo, 1965. tho above -entitled. ma&tol' 

CDm(JU b,do~..e the Go:;)mi.lSdcil'lor co::u;i4er.;.t!on aIWl dlapoGltlODr, Altel' 

fillo notice, a. public h~a.l'illi wall bold at Wichita. It.ulGAs, CD Jv.ne ~9. 


1965, (;1"'il r.ppu..::;,tlou'by K W 1:.1 OU f'ropo,rty lJa.uaaomeDt. Inc., f • .r 

aD ordl!:\" cetnblbb.1.c.ll rules an:! rc&u1a.tiollQ, and. appropriate aUowable. 

torprcJ.actioD Iroal tho ~zon V. oat ~::laebQlppi OU Pool in Bazber County, 

KanlVaa. Tho COI'tlmis:ic:l. h.;;s.vba heard th.o evldG.\uce e.w:1 bavlD, examlnod 

U~ fUcG a:ld recorda a.uC. tho exhibits introduced in 0&14 baadna. &DP 'belna 

duly o.d.vl:scd Qt neld condltiona, make. the followSng !1n4inal: 


1. DESCRIPTION OF FIELD; The SharoD W"., Ml••l••tppl 

on .Pool in Uarber CQiunty, Kanaa •• 1, conolJQred to COll8iDt at. tho freoont 

time, of tho follo\c/ml aczeage: 


Th. SouthwClst Quarter (5 w/~) and the· We.t 
HaU (W /1.) Qf tho North\'''~lJt Q~rtor (NW/4) 
of ~ection Thirtl!eQ (13,. tbc .:i.:aat Half (E/Z), 
tho E.ll!'.lt Hut (Ji/2) or· the NOl·t,hwest CwutOI' 
(NWJ~). tho 1.,.8t Hal! (Ell.) ot tho Sou~we.t 
QU,ao:tcr (5W I -4), a.nd tho ~QutllweGt QuartoI' 
(5 WI 'Ill) of tho Sout::l.weat Quarter (5 W/4) of 
SlI!fticn Fou.rteen (14" t!lc NortheAst. Qwarter 
(N~/4) o£ Secdon 'twenty-three (23,. and the 
Nqrthwea' QWl.rter (NW /4) 01 S.ecdon Twenty.. 
{olF (2<'), 

A.U In .~~rb~l." C0Wl!b..K.i;nJ!.!.!: 

2. COMMON SOURCE OF SU,?ill.Y: Tho Sharon Wea' }41aabalppl 

Oll Fool 11 a common OCurc:e of supply of crude oU within tho purv.ow of &Del 

ao contempla.ted tty G. S. 1<)49. C!u:.pt.ur 55, Articl. 6, aa amonded, PI'Qd.Uc:t1OA 

10 from tho M1Gabdppl CO.""rimon ..ouree o£ supply_ The top of the pfbdl.aclng 

zone 1a. tho firat well in the pool, l{ W B No. 1.l.iee Well lccated iJI. the apprOX­

ima.to comot' of tho N1./4 SJ::.U. at Sectt01l14~ Towuhlp 3a SO\lth. J\&n.i10 10 

West, BlI.rbcu' County, K8.01(;2.8. was found at an approximate dopth of 438S feeC. 


http:C!u:.pt.ur
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3. JUI:ISDICTZON r.~:;,GUH~:r::n: In order t·,) prevent c;io~lropoZ". 
tiOJ.1.;lte productio.l Il'on} the wello a.~d leaseo in D.:.UQ pvvl whicb n.l;:ht ImpD.ll' 
C.hQ correlatiVe ri;:.:ht;:; o! tl~tlI o·..vn~i":; o! d(lYclop~clle:leoo. and III order to 
cor!lply with exhtin.:;. t;t.:.ltU:::OD to.provide for orderly developr!lf:n.t In VleU 
opa.dn='h and conl.1ic.':cl"lnzthe oil ....cJScrvos In tho subject rceervolr and 
"'''.10 co"lo 'OJ cll"UB.,,;;. e<;.ui[>pitl.Z and procl.udnS \Vella drilled t.'lcl'cirl, it 1. 
in tl1¢ Inttlroot of the prot/coHon of. waote and 'Of lurthor orderly development 
of the poel that an Eighty (.90) t.crc ,p;l.cln~ pattern be acoj,ltccu ia tho dcscrlbe4 
"rCA, and tba.t a.pprotni:.te Z'l.llo·""ll.~l();o bo ib:ecllor the welle drilled a.nd to be 
drlUod in aodd CJ'ca.. In ad<tition, welllocation rostriction., shodd be adopted. 

41•.ACREAGE AND WELL SPACING: One 'Vell ~ompletl;d in sa14 
Comm?D fiourco of tauN)ly can aacq\.1':\l.f;Qly l'ult;.l eHldently dr.o.in Eiehty (aO) acre., 
~nd the c1.Ure e11 ruccrvoh' can be t:l.coqlUlttely and efficiently drained by woll. 
lo<:nt\,:;1 on tnt.) well op;lcing p;lUcrn hereinaftor aet forth. Uncompensa.ted 
dl'ain.l.:~" l,,·t'L'....ccn develo:?Cd leafhl8 will be prevented by #laid 8p3.c1ng pattO'l'a.. 

(~) 	 I'-or a woll to havtl r~ighty (80) acree attributed thCl"cto, 
the acre~go c'hall b() IldjQlnii'i~ and conUguofoll!l a.nd tho 
lOl1.zth tbereo! c;ball Dot e~ceed twlco th:: width at itD 
nArrO\~'E1Gt [iO.1nt. 'th~ prc:acldbad wdllocatlon "hol1 
be the apliro,;!t"l".tltf'1 ccr..~~r of tho Northcaat ~rtor 
ar..d tl}c ~O.:.(llW"O~ G.u;,:.·t~r of each quarter occtiou ot 
a. C0,-,c.u"nmentnl fleet1on; provided, that the woll mhaU 
net be !.o.rther th.:l.n 150 leet born the C~tltor of oaid quar­
to:: '1un.rter ee;ction. anti Ahall not bo ne!l.rer tha.n 600 £cot 
to ar.l''} leaue or urJ.t boundary Une. 

, 

'r~j.Cl Com;-nlatlion l'l~ay e'~dudo any acZ'cHll;G fron·i incluoloa 
in ll.r:.y urJ.t whic!l In itB J~.'\cfJmcc.t 10 not productive, provlde-d 
~~,,·,;rov¢ .... , tli.4lt if :a.ny lnter~tltad pa.rty GO roquests, t..~e mat- . 
t"r .:i!1\ll1 ~ noticed and B.:rt lor hearint,.;. Acreago f.iho.U not 
b.3 ;:ttd::"tltcd to morc thau on.e well at the same time. how­
evel.'. tho eOI~'\plct!cn of l\ well within the border. of a trAct. 
all of \,:>hich aCl'cagtl b.tlt:; betS~l. all.oeeted to another well, wID 
DrJ..:cr;citii>to Z'GBdjuatm('.nt oi nttdb'llted acreage in confor­
1".l.:lUCe wit.'1 tha ~Cv1'H;d cbtUf) of the lcaee or u.nit. 

(b) 	 J\cy ,\"teU drUlcG at le~6t 600 leot frOrtl a lease or Ut'.,it 

bout\dilry lino but iarther than 150 {(lot from thee center 
cf tlle prescribod quarter quarter section. uhall have 
itD attdbl.thblc acroage l"cdu.ccd by t.~e numbor o£ acre. 
In G.n area. cletet'rl':i:'lfJd by the dhlta»ee of the well from 
the center 01 add quartor quartor Goction multiplied by 
tho width of tlle \.mit. 

Co:) 	 ~\n"f well clr1l1cd nearer thaD 600 feet to tho noarolSt lea•• 
or wrlt bOI.L~c'bry line .she.ll havo ito attribatable Q.cl'caso 
ut:tel"rtlincd by tho 4Cs.t.abliahmctlt of 1).1\ aCl'es~e-attri~utio'&1 

unit with U:u wldt.... do!ined 110 being. twice the diBtnuce !.roin 
tho wo11 to tho 1\OO3.,-06t lease or unit bou~lda.ry line .. which­
evor io <:1060:' to "hi; wcU, and t.'-lc lenath of SOlid unit may 
bc t'Nic., the width but not to exceed ilZ 0 feet. An.y well 
thUD clr1lled ehall be located in tbe center of the acrcagc· 
attribution Ul'lit. 

(d) 	 Except10nD to tho above l'e8trictiollS as to well location. 
lon.:;U'l nnd width of ttnit, and uUn"lbcr of acres attdbut­
ablE, mo.y be. granted wnanIWel" the ComrnhCiion, citeI' 
DOUCO and hcar1ns. uhall find tbilt the granting of DUch 

exceptions 10 noceaz&I"Y to prevent waGte. or to protect 
c.orroltative righta, due to (1) inability to secure acrc~~e 

-z,. 

http:bou~lda.ry
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lor attl'tbuUon to a well to tor''I''~ A Ul'\it in compUo.nce 
wlth thCl nuovc requ:\ remont. 1:1.8 to opnein!{ and 'Wall 
loca.tion, ofter:. rct:u:Jor..tlblCD altcmpt b3. blSClft 

nl.lcie:, (2) wh(tl"o, non-uniterrr, traeta a.re created du.e 
to sovcrl'HtHlntal DUoI'Vey, 01' (j) where thore b .. 
• t.lriaco obGt.rucdon, oltlu)1' natural or man. mad. •• 

(0) 	 Provided however, thllt the rOl$h·t.ctloDa as to well 
locntiot'l and length e.nd wleltb. ot ucUo borch, lot out 
aht\l1 not a~ply to weU. wbtc.b wore in. (UdotCDCO 01' 

in the PI'OCCOG of betns ddllcd on. tho et£ocUvo dat. 
of u,ta ordor. 

5. PPJLY OIL. ..\ 1.,1...0WAn LEI rot oach woll bavin.g oigbty 
(aO) acre. attributed thoreto, thero fJha.ll be aSI3I:incd a basic dally oU 
allowc.ble cq,uivalent to ono c.nd cm.c-fclIl't!I (1 .. \/4) beu.. rolG of 011 PCI' 
dtlY tor eech 100 feet ot dc{')th, nH~t!.&urad from the ludac. to tho top of 
the lll'oducing =one in the tlrct well c:o.mr>leteclin tho pOQl; thorafoZ'o, to 
tho Sharcl.'l VI cst Mbslecippl on Pool. thcs baoie dally oU allowable I. 
dctcrn:ined to be fiity-!1ve (:;'5) 1).:3:&'1'010 of oil provided however, that la. 
DO. cauo shall a daily a.llo-.vllbl" tJe gre&tcr thtlll the l)!'oductivity of the 
well 3.3 cletQrz••iucd by the C(.l.C':m:-.:'1i:Hiio... ~fvr cJ.l welb ha.ving attributed 
thel"eta ilCl:'Co.eC whic.h tot4l.h: Clithor :n:lore ol'loGS t1'~~n f.:tehty (SO) acre., 
the dally a11ow'ablf~ ch::lU '00 !l.c.juctcd in tho t.l:fOliOl'UOn tl-..at the .aereago 
attributed, to the well be<;1rs to r;.lehty ({lO) acroa. Thb ahall be constrl1l!d 
an e. Gj?1'.t cial ru!e, und wellri in thla po...')l from and altor the effectlvo date 
ol tlllo order shall no lonser bo eubjoct to or affected by the provtoiona 
of Rule Sl. .. l-J 09 l'e!atinz to th:- :>I'opo()rtionato facto:r lor 1>001 ~epth :rango 
all 8<llt out in Section "Dn thereof. . 

6. PRonUC1'lON TESTS AND S.PACI~a PLATS: Thu operator 
01 any \"1011 in the nrc~ oubjcct to th1:J ordor ahall .. at tho tin'1o of lilln3 
his "Notice of Illteutlc.n to Ddll. " .fUc a ceZ'titl~d plat witll the Conluu'vAtiOQ 
Diviaion Ghowinz tho c.~r¢o.ac tl1"opot¢Q to 1:.10 ettributed to the well and the 
footllz,e ''l'lCn.~ll:;'Ci:'l<::ntD of the w~ll from unit and le.tl.Go lXI1.1ndnry linea. UPOD 
initial completion of c. \"'1(::11_ the cporatol' sh:ll1 .£urnhh the Commission with 
a~ Aificln-.rit to Got<.'l.1;)lhh tl:)n".po:ra:-y p .. (')ductlvity on the {erma pl'eccrlbed by 
the CQmmio.aion. t.')(~ opero.tol' flomoU al~o iile a pla.t, ortlwn to tho scale of 
four ('1) inches to one (l) c:ilc which Gh"l1 I)c:t O\\t ah<:t locution of the ' ....eU. 
the r1irnc:.uiciong 01 the area or the aCI'flagt) claimed attrlbutablo to it, the 
loc~tion of all welle and dry holee ')u tha !l3l'T.e lease ane! the ditl"lcnolona 
and 'U+Ci.'i, of tho acre",co attributod to each 011 well. Upon receipt of su.ch 
at!!ldavlt of tCl':,:,?ore:-y produ.ctivity ,and pInto, the Con1l:''ldseion shall 8881gu. 
all arJ:n'opriate rulowable to o\lch well in *'1ccordnnc(t with parngrapb (~) of 
t..'110 order. pt'(.IviclcJ bowcvQr, that the operator shall, within fOt'ty .. f1ve· 
(.1.S) clays from th¢ d!cctive d'l.to of the tomporary 1:lrodued~rity nff1d.Q.vlt, 
take a 5ta.te Duperviccd pl,'oductivity t&l'lt to cc:teru·,ine tho cap.:.chy ot the 
well to produco. O:jorQ.tor~ of welle Ln. oxistcnce on the c££ectivc date 01 
thh order chall. IH:ewise" tUG wlt.h the Conserva.tion Dlvhion attdbuta'bl4t 
aCI't3A.1Q plnto lor 61!cb <:=..:iCtiDS well. eG :l.bOve Gflt out aDd oWl take a 
Stato 5uperviced producthity Ut't. {ot eo.ch woll. 

7. EFFZCTIVE DATE: Thill order ehall'constltutcthe basic 
ol'dor for the proration o! production In eaid pool ~.. el July 1. 1965, i 

and until amended. changed 01' modUied by f\arther order of the 
Comtr.lluion. 

http:aCI't3A.1Q
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IT !~~.'l"llE.rU~rOfO'::, iJ.y THf: CO:\·!Mlf,SION ().flDl:;.v.E:D: That the 
ordor Clntorod heroin be and the SAme I. hereby dcolgnated aD Cle basic 
order for the proration o! production of 011 trom. the Shf\ron Weat Mbalaulpp! 
011 Pool, l1arbcr County, KanGas; &hilt tho production ot crude 011 h'om oa14 
pool bo, and the aame 1. h.r~YY regulatod aDd reoirictod in conformance 
with tho lindlnS8 horch\Above Clade Andie compllo.nce with the formula. l'Ulo. 
and rcgul.ationl1 heroin contained. 

IT IS FU.R"l11E.R. ORDERED: That thl. order .hall tako ..uoct 
and be in force •• ol.July 1, 1961h And Q1.a11 relf.Uu.n ira toree and effect 
until a.rr.endod, changad 01' nlodlfl...d by further or-dol' of the CommiaeioD. 

Tho Comrnieu!on b(!rctby retains cOI:lCinuinB JurhnUcUon of the 
lubju.:t matter heroof, and of tho partioD hel'oto, lor tho purpoe... of 
ie"ulna frOftl Unlo to time eucb order., ar.nondmcnt•• ad.dlt1onal ord~r•• 
nUc. nnd rogwatioul a. may be l1oc••lI&l'yand propel' ht. the pl'ol:nh.e. 

, 
BY TH£'COMMlSS10N IT IS 50 On.:OERED. 

Mitcholl. ehm., Gnenl8.Qt. Com., Wiles, Com. 

ftAYMOND B. HAAVEY . 

(&£AL) 

" ODR:rf ~. 

·4. 

http:Gnenl8.Qt
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PHONE AC-918, LU 5-1548 

KWB 
OIL PROPERTY MANAGEMENT, INC. 

KENNEDY BUILDING 

TULSA, OKLAHOMA 74103 

July 8, 1965 

Miss Anne Vo1z 
Secretary to Mr. Nixon 
20 Broad Street 
New York, New York 

Re: Assignment and Agreement 
Northeast Sharon 
Barber County, Kansas 

Dear Miss Vo1z: 

We have received the assignment and agreement covering 
the Northeast Sharon area but due to an oversight the enclosed 
instruments have not been notarized. Please have Mr. Nixon's 
signature notarized and return the instruments to us. 

Yours very truly, 

KWB OIL PROPERTY MANAGEMENT, INC. 

C. Arnold Brown 

Enclosure 

CAB/pj1 



.Tulr 9, 1965 


Dear 1Ir. Brown I 

!nolo.ad are tbe elIDed and notarl.ed 

Aa.l;nmenta and Aareemantl. 

I truet the.. w11l be 1n ordar and 

II. aorrr tor the 1noonven1enoe oau88d 1n you. 

bay1nl to retum the.. to ua. 

Anne Vola 


http:notarl.ed


Jbt. C. Al'l'l014 JIroown
ltv. 
011 Prope ..na_nt. Ino. 
Drmec17 ...11d1DS
'!Q1", Oklabola 14103 

Dear JII'. Bro_. 
IDol.... ~ou w111 find tbe oo.,leted 

A_ AID MRBII1IIfI •• per JOur letter to 

Mr. a....11 Ltmd. 

..... Vol. 

SeoNtal7 to 1Ir. Muon 




7-1-65 

Dick •..••• 

The letter attached will explain 

that you are to sign all copies 
~-------------------------

with notarization and return ._------ .__._­
.--~-

them all to Arnold Brown, KWB •• 

RTL 

r~th.,{~----------
RUSSELL T. LUND 



1'e enclo ing 
caption 
Ric rd 

reed to, cons 
an r, 

1 

In fir 

agre nt 
for his 
b ck to uS an 
be n r corded, 

lost 
nd Hr. Nix n 

,, ",-- "C 9 18 , LU 5-1548 

KWB 
OIL PROPERTY MANAGEMENT, INC. 

lljbS KENNEDY BUILDING 

JUL 1 TULSA, OKLAHOMA 74103 

Ju 28. 1965 

Mr. Rus ell t. Lund 

1450 West Lake Street 

Unncapolis, Minnesota 


Northeast Sharon Prosp ct 
B rber County. Kansa 

De r Russ 11: 

It1ple copt nt of the 
KWB 011 Property oagoment. Inc. to T. Lund and 

nt provid B for the r versionary interest previously 
20~ worktn interest, after p yout, to Mr. Kepl! r. 
If, 

p ragr ph on p ge f r of the 
t of re-

d 
rterly r port co cerning th pay 

to each of the intere ted p rties. 

one-half 

reement. 
w111b 

Section 
saig 

se on th one-
commit ent SCI' 

nt h 8 been satisfied, instru 

ed 1n 
/4 

ln th ep c PI' vid d at t end of the 
d fo~ rding all copt to Mr. Nixon 

instruct r. Nixon to forward 11 co Ie 
nts recorded. After the inst nte v 

8-b copy of the r corded 1 ents. 

T is 89i8 nt nd gre ment i simil r to the one previously pre r d 
on the orth Hardtn r Field . If ther are 8ny question ,pi 8 do not b ltate 
to 11 0 u. 

you~ very truly, 

KWB OIL PROPERTY MANAG , mc. 

C C2-... ,.R. ~~-
C. rnolo Hr 

Enclosur B 

co: r. chard M. N on 



PHONE AC-918, LU 5-1548 

KWB 
OIL PROPERTY MA.NA.GEMENT, INC. 

KENNEOY BUILOING 

TULSA, OKLAHOMA 74103 

June 	28, 1965 

Mr, Russell T. Lund 
1450 West Lake Street 
Minneapolis, Minnesota 

Re: 	 Northeast Sharon Prospect 
Barber County, Kansas 

Dear 	Russell: 

We are enclosing multiple copies of the assignment and agreement of the 
captioned properties from KWB Oil Property Management, Inc. to Russell T. Lund and 
Richard M. Nixon. This assignment provides for the reversionary interest previously 
agreed to, consisting of a 20% working interest, after payout, to Mr. Keplinger, 
Mr. Wanenmacher, and to myself. 

In accordance with the first paragraph on page four of the assignment and 
agreement, we will prepare the quarterly reports concerning the payout of the re­
versionary interest and forward same to each of the interested parties. 

Excluded from this assignment and agreement is your share of an undivided 
one-half mineral interest in the E/2 SW/4 and SW/4 SW/4 Section 14, Township 32S, 
Range lOW, Barber County, Kansas. A lease on the one-half interest has been obtained, 
but cannot be recorded because of a drilling commitment described in the escrow 
agreement. If and when this drilling commitment has been satisfied, instruments 
will be recorded and your share of the one-half mineral interest will be assigned 
to you and Mr. Nixon by seperate letter. This same procedure will be followed in 
assigning the outstanding interests in the Schreiner leasehold in the E/2 NE/4 
Section 14, Township 32S, Range lOW. When this mineral interest has been obtained, 
assignments bearing yours and Mr. Nixon's interest will be prepared and forwarded. 

We would appreciate your signing in the space provided at the end of the 
agreement having your signature notarized, and forwarding all copies to Mr. Nixon 
for his signature and notarization. Please instruct Mr. Nixon to forward all copies 
back to us and we will have the instruments recorded. After the instruments have 
been recorded, we will mail you and Mr. Nixon each a copy of the recorded instruments. 

This assignment and agreement is similar to the one previously prepared 

on the North Hardtner Field. If there are any questions, please do not hesitate 

to call on us. 


Yours very truly, 

KWB OIL PROPERTY MANAGEMENT, INC. 

C~£~ 
C. Arnold Brown 

Enclosures 
cc: 	 Mr. Richard M. Nixon 



PHONE AC-918, LU 5-1548 

KWB 
OIL PROPERTY MANAGEMENT, INC. 

KENNEDY BUILDING 

TULSA, OKLAHOMA 74103 

June 	30, 1965 

Mr. Richard M. Nixon 
20 Broad Street 
New York, New York 

Re: 	 Lies No. 1 
NE SE Section l4-32S-l0W 
Barber County, Kansas 

Dear 	Mr. Nixon: 

This letter will summarize the operations on the above-captioned well 
since the initial completion. On May 21, 1965, the well was completed, swabbing 
and flowing 53 barrels in seven hours for an average rate of 7~ barrels per hour. 

May 28, 1965: Well started flowing to the tank battery. Tubing 
pre ssure 180 pounds, casing pressure 520 pounds, 16/64" choke size flowed 61. 89 
barrels in twelve hours. 

May 29, 1965: Flowed 110 barrels of oil in twenty-four hours. 

June 1, 1965: Well had to be shut-in to treat the oil in the tank 
battery. A tough water-oil emulsion was found in the tanks as a result of the 
high flowing rate and the extreme amount of gas. 

June 	4, 1965: The oil in the tank battery was treated out and sold. 

June 5, 1965: Started flowing well again at a rate of 5 to 6 barrels 
of oil per hour. Flowed twelve hours and died. 

June 7 through June 9, 1965: Well flowing 45 to 60 barrels of oil 
per day in twelve hours and dying. 

June 9, 1965: Ran rods and pump. Started well to pumping. Well would 
not pump due to the extreme amount of gas handled through the pump. 

June 	10, 1965: Changed pumps, treated oil in tank battery to sell. 

June 	11 through June 13, 1965: Treating oil emulsion in tanks. 

June 	13, 1965: Started unit pumping. 

June 14 through June 21, 1965: Well pumping approximately 48 barrels 
of oil per day. Casing pressure 450 pounds. 



Mr. Richard M. Nixon - 2 -	 June 30, 1965 

June 25, 1965: 
the hole above the pump. 

Ran fluid level test, found only 117 feet of fluid 
Well producing approximately 45 barrels of oil per 

in 
day. 

June 27, 1965: Well produced 36 barrels of oil per day by pumping. 

From the recent testing information, the potential of this well is 
gradually declining. Before running the fluid level test it was thought that 
the pumping potential of approximately 48 barrels of oil per day was due to 
maintaining the casinghead pressure around 400 pounds per square inch. After 
bleeding off the casing pressure and pumping the well, we found the producing 
potential did not increase. This means that the fluid is not entering the well 
bore too well. The present water cut is only 10%. It is possible that the 
productive capacity of this well can be increased by fracturing the formation 
and improving the permeability of the Mississippi formation adjacent to the 
well bore. 

Before recommending any additional treatment on this well, we will 
continue to produce the well in the present manner for at least one more month. 
During this time, the water cut percentage and the productive capacity can be 
observed. If the water cut percentage does not increase materially and the 
productive capacity decreases at a rate comparable to that occurring in the first 
month, we will probably recommend stimulation of the Mississippi reservoir with 
a fracture treatment. At any rate we will keep you advised. 

If there is any question concerning this operation, please let us know. 

Yours very truly, 

KWB OIL PROPERTY MANAGEMENT, INC. 

C. Arnold Brown 

CAB/pjl 

cc: 	 Mr. Russell T. Lund 
1450 West Lake Street 
Minneapolis, Minnesota 



PHbNE AC-918, LU 5-1548 

KWB 
OIL PROPERTY MANAGEMENT, INC. 

KENNEDY BUILDING 

TULSA, OKLAHOMA 74103 

June 14, 1965 

Mr. Richard M! Nixon 
20 Broad Street 
New York, New York 

Re: Spacing Application 
Northeast Sharon Field 
Barber County, Kansas 

Dear Mr. Nixon: 

Enclosed is a copy of the application for 80 acre 
spacing in the Northeast Sharon Field filed with the Kansas 
Corporation Commission. You may retain this copy for your 
files. 

Yours very truly, 

KWB OIL PROPERTY MANAGEMENT, INC. 

C. Arnold Brown 

Enclosure 

CAB/pjl 
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ROBERT e. rOULI!IiTOW (1••0'''.0..,.) 

GEORGE 9IE'KIH (I.OI"J815.. ) 
 COpy FROM
GEORGt: II, POWERS 
CARL T.8MlTH 
,JOHN ,.. EBERHARDT FOULSTON,SIEFKIN, POWERS, SMITH & EBERHARDT 
STUART R.CART£R 

ROBEAT C. "OUL!lTOH SUITE 600 F"OURTH NATIONAl.. !!lANK !!lUII..OING 
"'ALeOL'" hHLLt:R 

ROIU!AT H.PIJIITRIt::UU: 

A'OBERT N.SJCnHN 
 • RECEIVEDRICHARD C. HARIW!t 
G£FlALD 6AWAT:tKY WICHITA, KANSAS 6720.2 
DOHA1,.D L.CORO.r;S 
ROISERT L. HOWARD, 

CHARLEa ..., WOODIN 
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RONALD K. BAOGI'.R 

a~NJAWIH C.UHG£C.. 


Mr. Raymond B. Harvey" Secretary 
. State Corporation Co:mnission 

I 	 State Off1ce Building 
I 	 Topeka~ l.tamJaa 

I 
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J' ln~. In the matter of the applioation ot 

K W B Oil Property ~~gemcnt~ Inc. 

for an ol"der estahlish1ng 80-ncre . 

well 6puc1l~Z ~~ well location re­

strictions 1n the ~U$81BS1ppl for­

matioll" bei..l1g a separate common

i 	 source of supply in the Sharon West, 
fiti~slsSipp1 011 Pool, 	Bnrber County,
Kancas I and tor the estab11shtlent 
of appropl":i.nte allowables for welle 
drilled therein. 

I enclose herewith five copies of'the above cap­
tioned applIcation which I wO"llld appreciate J'OUl' fUing a.t 
once. 

It 1s my und.ersttlm11ng that this matter can be 
/ 	 heard here at tUehit.'1 on either June 29 or 30 a.nd we.t 

accordingly, request that j.t be heard on either of' those 
t·tIQ de.tea .. 

Yours trulyJ 

STIJART R. CARTER 

or roULSTOl~ S!£F(~' PO~ SZ,ll'lH 8: ~ 

SRC:dgl

Enol. 


bee: KWB 011 Property Manage­ce, 	 Mrs. Joyce R. Tylerit 	 ment, Inc.-en<Mr. John Roberts--cncl. S1erra Petroleum Co., 	Inc.' 
encl 

i 



BEFORE THE STATE CORPORATION COMMISSION 


OF THE STATE OF KANSAS 


In the matter of the application of 
K W B Oil Property Management, Inc. 
for an order establishing BO-acre 
well spacing and well location re­
strictions in the Mississippi for­
mation, being a separate common 
source of supply in the Sharon West 
Mississippi Oil Pool, Barber County, 
Kansas, and for the establishment 
of appropriate allowables for wells 
drilled therein. 

DOCKET 	 NO. -C 

(C- ) 

CONSERVATION DIVISION 

COMES NOW K W B Oil Property Management, Inc., 

and for its application herein-alleges and states: 

FIRST: 	 That it is a producer of 

oil and 	casinghead gas in what is known as the Sharon West 
! 

Mississippi Oil Pool in Barber County, Kansas, and is the 
'f, 

t 

owner and operator of oil and gas leases covering portions 

of the 	lands in said field. 

SECOND: 	 That the Mississippi for­

mation 	is a common source of supply of crude oil and casing­

head gas and is considered at the present time to cover and 

to be lying in and under the following described area, to-wit: 

The Southwest Quarter (swt) and the \vest 
Half (W~) of the Northwest Quarter (Nwt) 
of Section Thirteen (l~); the East Half 
(E~), the East Half (E2 ) of the Northwest 
Quarter (NWt), the East Half (E~) of the 
Southwest Quarter (swt), and the Southwest 
Quarter (S~vt) of the Southwest Quarter (swt)
of Section Fourteen (14); the Northeast 
Quarter (NEt) of Section Twent¥-three (23);
and the 	Northwest Quarter (NWt) of Section 
Twenty-four (24); all in Township Thirty­
two (32) South, Range Ten (10) West, Barber 
County, 	Kansas, 

" 

r< 
~.. . .. -, '" ~ .. 	 ... . - -- j ~ 



which said area is outlined by hatched lines on the plat 

which. is marked Exhibit "A" and attached hereto and made 

a pa.:rt he:reot .. 

THIRD: That said Mississippian 

formation in the Sharon West Mississippi Oil Pool is a com­

mon source of supply of crude oil and casinghead gas within 

the purview of and as contemplated by Chapter 55, Article 6, 

G. S. 1949, as amended; and that the Mississippian formation 

is the productive formation encountered in said pool at the 

approximate depth of 4385'. 

FOURTH: That to date, Applicant 

has completed its M. M. Lies No. 1 well ,in the Mississippi 

formation in said pool; that said discovery well is located 

in the approximate .center of the Northeast Quarter (NEt) of 

the Southeast Quarter (SEt) of Section l4-32S-l0W; that said 

well was commenced on April 19, 1965, and completed on May 

17, 1965; that said well was drilled to a total depth of 

4400' with 8-5/8" surface'casing set at 208' with 175 sacks 

of cement and with 5-1/2 11 casing set at approximately 4400 1 

with 100 sacks of cement; that said well was completed in the 

Mississippi formation with the top of theproducing zone being 

at 4375' but. with the t,op of the producing perforations bei'ng 

at 4385'; that the Mississippian was perforated from 4385' to 

4389' with eight holes acidized with 500 gallons of mud acid 

and 'then placed on production; that the initial potential 

was swabbing and flowing 125 barrels per day. 

FIFTH: That one well will produce 

all of the economically recoverable oil and casinghead gas 

from the Mississippi formation underlying 80 acres of land 

in the area particularly described above and that the adoption 

by this Commission of an 80-acre spacing pattern for wells 

-2­



producing oil from the Mississippi formation in the area above 

descr1bed, together with appropr1ate well location re8tr1c~ 

tiona and acreage attribution restrictions, and the estab­

lishment by this Commission of appropriate a110wab1es for 

all wells drilled in said area will permit the most efficient 

utilization of the reservoir energy, permit the orderly de­

velopment of said common source of supply, prevent waste as 

defined by law, permit the recovery'of a greater quantity 

of oil from said common source of supply and will protect 

correlative rights and eliminate the need for drilling un-' 

necessary wells, all to the benefit of the royalty oWners 

and the owners and operators of oil and gas leases, the 

state of Kansas and the public generally. 

SIXTH: That in order to 

prevent waste, protect correlative rights, prevent dispro-' 

portionate production and to promote the orderly development of 

the wells and leases in said pool, and in order to comply with 

existing statutes that provide for orderly development and 

well spacing, and in consideration of the oil reserves in 

said' Mississippian formation and the cost of drilling, equip­

ping and producing wells drilled therein, it is necessary in 

the interest of the prevention of waste and the further orderly 

development of the area above described that an 50-acre well 

spacing pattern and well location and acreage attribution re­

strictions (including,. among other things, that the prescribed 

well location shall be the approximate center of the NEt and 

theSWt of each quarter section of a governmental section with 

a toleranoe of 150' from the oenter of the quarter quarter seo­

tion) be adopted for the pool and that an appropriate allow­

able for the well drilled and all future wells to be drilled 

in said area be established. 

SEVENTH: That Applicant and 

-3­
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Sierra Petroleum Company, Inc., are the owners of all of 

the oil and gas leasehold acreage in the area proposed to 

be spaoea with Applioant being the operator and S1erra 

Petroleum non-operator; that Applicant files 'this appli ­

cation on its own behalf and on behalf of said non-operator; 

that prior to the filing of this application, a copy of the 

same was forwarded to said non-operator but it was not neces­
\
) . 

' ,f' 
sary, for the reason stated, to mail ,a copy of the applica- , 

~: 
. 

f 
tion to any other opera tor~~ 

WHEREFORE, Applicant prays: 

1. That this application be docketed and said 

matter be assigned for hearing at a convenient date to be 

determined by the Commission; 

2. That due notice of said assignment of hearing 

be given to all interested parties as by law provided; 

3. That upon a hearing of said matter, this Appli­

cant be given an opportunity to present the matter herein­

above set forth; and 

4. That upon the hearing hereof, the Commission \ 

;. ' grant, issue and enter an order consistent with the evidence i. 

! 
adopting an 80-acre well spacing pattern and well location ~ and acreage attribution restrictions in the area above de­ ! 


scribed for oil production from the Mississippian formation 


and fixing appropriate a110wab1es for the well drilled and 


any other wells to be drilled in said area. 


K W B OIL PROPERTY MANAGEMENT, INC. 

, By: 
;o;S-r:t~u'::"a~rrt""'R-.-c~a:-:r~tr:-e:-:r~,""""I'l"'lt~s"'-'Ar:lt::":lt:-:o~r~n:-:e~y-

of FOULSTON SIEFKIN POWERS SMITH & 
EBERHARDT 

. 600 Fourth National Bank Building
Wichita, Kansas 67202 

, 
,-4­

-----~ - ----- - _.• 
r--,-~.< 



STATE OF KANSAS l ss: 
SEDGWICK COUNTY 

.
S'TUART R. CARTER, of lawful age, being first duly 

sworn, upon oath states: 

That he is one of the attorneys of record for 
Applicant; that he has read the above and foregoing appli­
cation; and that the statements therein contained are true 
to the be~t of his knowledge and belief. 

stuart R. Carter 

Subscribed and sworn to before me, a Notary Public 
in and for said county and state, this lOth day of June, 1965. 

Dorothy G. Lindsay
Notary Public 

My Commission expires:
August 10, 1967 

,, 
,l 

-5­
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4- DRY HOLE NORTH~AST SHARON AREA 
BARBER COUNTY KANSAS 

K. W. B. 
OIL PROPERTY MANAGEMENT 
TULSA OKLA. 
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C. H. KEPLINGER .J.M.WANENMACHER 

KEPLINGER AND WANENMACHER 

PETROLEUM ENGINEERS 
KENNEDY 8UILDING 

TLiLSA 3. OKLAHOMA 

June 10, 1965 

Mr. Russell T. Lund 
1450 West Lake Street 
Minneapolis, Minnesota 

Re: North Dodge City Prospect 
Sees. 14, 15, 16, 21, 22, 23, 26 & 27 
Township 25 South, Range 24 West 
Ford County, Kansas 

Dear Mr. Lund: 

Confirming telephone conversation of June 9, 1965, we have recommended that 
you participate in the drilling of the above captioned exploratory prospect. 
You agreed to participate on the basis outlined below. 

You will receive one-quarter interest in oil and gas leases totaling about 
2,300 acres. You will pay one-third of the cost of acreage and seismograph 
work~16,000) and the cost of drilling a well to a depth of 5400 feet at an 
estimated cost of $25,000. You will pay one-quarter of the cost of casing, 
completing and equipping the well if indications of commercial amounts of 
oil and gas are obtained. You will pay one~quarter of the expense of subse­
quent we 11s. 

Sun has purchased checkerboard leases on the prospect subject to the drill­
ing of the test well. The $9,600 paid by Sun for this acreage will be 
credited to the cost of the well and acreage. Your share, after this credit, 
will cost approximately $10,500 with the exploratory well drilled to the 
objective depth. Sun's agreement provides for drilling to a depth of 5400 feet. 

Approximately one-half of the oil and gas leases in which you will earn an 
interest are subject to 1/16 of 7/8 overriding royalty and the remainder is 
unencumbered by overrides. The leases expire in 1973 and 1974. K W B will 
supervise the drilling and assume operation. 

The main objective is the Mississippi lime, the top of which is at an approxi­
mate depth of 4900 feet. This formation yields oil in several fields to the 
north in Hodgeman and Ness counties. The closest fields are 8 to 10 miles from 
the prospect. Subsurface control and seismograph data indicate domal structure 
underlying the prospect. The upper 150 feet of the Mississippi lime has porous 



Mr. Russell T. Lund 
Page 2 
June 	10, 1965 

zones which carried showings of oil in nearby dry holes. Shallower formations, 
particularly the Marmaton or Kansas City limestone, produce locally in this 
area and offer speculative possibilities on the prospect. 

It is our opinion that there is a one out of five chance of encountering 
profitable oil production on this prospect. 

/4 J -+- 1..1...£Z
I /1!t,Uri1V "A::.,4. ~ 

The arrangements for drilling the exploratory well will be handled by 'Arn&ld 
"B::0WIl et K W B. Mr. Brown willQ.On:taQ.t.~,and ather patticipants ift'-Ml~r 
future. 	 "•.sS'u~O>~p1.'''''~:.J.? KW...-B ,.~ p~ iil"G.-rV 

eli: ~' t"'Y.i/.J .~ , 

Attached is a map showing leases in wnich you will earn an interest and the 
leases purchased by Sun subject to the drilling of the test well in the NE/4 
SW/4 	Section 22. 

Very 	truly yours, 

KEPLINGER AND WANENMACHER" ''4\, 
~~~.L-

J. M. Wanenmacher 

JMW:adb 
Attachment 

cc: 	 Mr. C. Arnold Brown 

KWB 

913 Kennedy Building 

Tulsa, Oklahoma 74103 
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PHONE AC-918, LU 5-1548 

KWB 
OIL PROPERTY MANAGEMENT, INC. 

KENNEDY BUILDING 

TULSA, OKLAHOMA 74103 

June 7, 1965 

Mr. Richard M. Nixon 
20 Broad Street 
New York, New York 

Dear Mr. Nixon~ 

Enclosed are insurance certificates reflecting the 

coverage on our company owned vehicles. 

Sincerely, 


KWB OIL PROPERTY MANAGEMENT, INC. 


Jack L. James 

JLJ/pt 

Enclosures 



KWB 
OIL PROPERTY MANAGEMENT, INC. 

K£NN£OV BUILOING 

TULSA, OKLAHOMA 74103 

June 	4, 1965 

Mr. Richard M. Nixon 
20 Broad Street 
New York City, New York 

Re: 	 Operating Agreement 
Sharon Area 
Barber County, Kansas 

Dear 	Mr. Nixon: 

We are enclosing two copies of the operating 
agreement covering the Sharon area for your execution. 
Please execute the agreement and return one copy to us 
for our files. You may retain one copy for your files. 

Yours very truly, 

KWB OIL PROPERTY MANAGEMENT, INC. 

L. f2_.·.Ji ~ 
C. Arnold Brown 

Enclosures 

CAB/pjl 

http:f2_.�.Ji


OPERATING AGREEMENT 


THIS OPERATING AGREEMENT made and entered into this II1II day of 

____...;:.=11:;.....___, 19..11 by and between KWB OIL PROPERTY MANAGEMENT, INC., an 

Oklahoma Corporation, 913 Kennedy Building, Tulsa, Oklahoma, hereinafter referred 

to as "Operator" and persons and firms as follows: 

..........nos 
.................... 

c......w_ 
C.L ..1.... 

~.......r••••• 


ADDRESS 

&4JI) .... ...................1"........ 


10 .................. CI.,... t_ 


101' ..... .,.. ..n........... I ..... Dm 


tl. '1..." ....... 'DIlae. 8111.11,. 

US .11 II., ...W.... tuIaI. ~ 

W ......, IIdWl........, 0111.1. 

hereinafter referred to as IINon-Operators", owners of the oil and gas leases des­

cribed herein. 

WITNESSETH: 

WHEREAS, Non-Operators are the owners of the oil and gas leases described 

in Section I hereof and desire to retain the professional services of Operator to 

manage, develop, supervise, operate, maintain, protect and preserve such oil and 

gas leases; and 

WHEREAS, Operator desires to render such professional services to 

Non-Operators. 

NOW, THEREFORE, in consideration of the mutual covenants and agreements 

herein contained, Operator and Non-Operators agree as follows: 

I 

Operator, for, on behalf of and upon consultation with all parties hereto 

or their authorized representatives, shall manage, develop, supervise, operate, 

maintain, protect and preserve the following oil and gas leaseholds (Properties) 

which cover the following described lands situated in ...........,t ....... 

1 



to-wit: 

SEE ATTACHED EXHIBIT liB" 

II 

1. Operator shall pump all wells now or hereafter located on said 

PROPERTIES; and 

2. Operator shall superintend all producing, injection and disposal 

facilities now or hereafter located on said PROPERTIES; and 

3. Operator shall gauge all tanks and render all gauge reports; and 

4. Operator shall prepare and furnish to any duly constituted authority 

having jurisdiction in the premises any and all reports, statements and information 

as may be required with respect to PROPERTIES; and 

5. Operator shall pay all taxes, either State or Federal, which may 

be legally assessed against the respective interests in PROPERTIES or the oil and 

gas produced therefrom of each of the parties hereto, whether in the form of sev­

erance or production taxes or otherwise and including ad valorem taxes, if any; 

and any said taxes so paid by the OPERATOR shall be treated as a cost or expense 

connected with the operation and development of the PROPERTIES in accordance with 

2 




PART III hereof; and 

6. Operator shall deliver all production to purchasers' tank trucks 

or pipeline facilities; and 

7. Operator shall verify the quantities delivered and make temperature 

and BS&W corrections thereof; and 

8. Operator shall dispose of all salt water and other waste materials; 

and 

9. Operator shall maintain all equipment necessary and incidental to 

the production of oil from the properties now or hereafter located on said 

PROPERTIES; and 

10. Operator shall render all technical assistance to enhance, maintain, 

preserve and protect the production of oil from the PROPERTIES; and 

11. Operator shall prepare and render a "Monthly Summary of Operations" 

which shall include, inter alia, the following: 

(a) 	 Profitability analysis for the leaseholds which 
are or may hereafter become a part of this 
Agreement, showing production, income, operating 
cost, equipment, expenditures, intangible develop­
ment cost and operating profit; 

(b) 	 Analysis of production from the leaseholds showing 
changes and work done on the various PROPERTIES 
during the month; 

(c) 	 Summary of operations and review of all drilling 
wells during the month; 

(d) 	 From time to time, as the occasion requires, in­
clude technical recommendations for the enhance­
ment, maintenance, preservation and protection of 
the production of oil; 

12. Operator shall prepare and render an annual report on a calendar 

year basis which shall encompass the previous twelve monthly reports previously 

prepared and rendered to Non-Opecators; and 

13. Operator shall set up and maintain a joint account for Non-Operators 

and to charge to said account the cost and expenses incurred by Operator in accord­

ance with this Agreement ana Exhibit "A" attached hereto and made a part hereof; 

and 

14. Operator shall keep, or cause to be kept, accurate books of account 

showing all items of cost or expense incurred in the operation and development of 

PROPERTIES; and 

3 



15. All charges shall be made and paid in accordance with and upon 

the basis of the provisions of Exhibit "A" attached hereto and made a part hereof, 

except that in case of any conflict between the provisions of said Exhibit and 

the provisions contained in the body hereof the latter shall prevail and govern; 

and 

16. 	 Operator shall prepare and render billings to the Non-Operators; and 

17. Operator shall prepare and render in advance a quarterly budget 

commencing on the first day of the second month after the effective date of this 

agreement and from time to time supplement said quarterly budget to indicate or 

cover extra-ordinary or unforeseen requirements which were not contemplated when 

the regular quarterly budget was prepared and rendered; and 

18. Operator shall maintain all other records reasonable and necessary 

to the proper and efficient performance of the services to be rendered by Operator, 

hereunder; 

19. All costs and expenses in connection with the operation and deve1op­

ment of PROPERTIES shall be paid by Operator, who shall at all times keep the 

respective interests of the parties hereto in and to PROPERTIES and the equipment 

thereon free and clear of all liens an encumbrances, and such costs and expenses 

shall be charged to, and borne by, the parties hereto in proportion to the interest 

owned by each. 

III 

Operator shall charge the joint account and Non-Operators agree to pay 

to Operator the following fees and expenses: 

I. 	 "'.00 ... well ....1' ...... ftftI. ft... (J) _11... 

•••• .. _II ............Ie .... ft.,. (J). 

2. For the purpose of computing the number of wells a "chargeable 

well" shall be deemed to include any producing oil well, producing gas well, salt 

water disposal well, water injection well, gas injection well, and water supply 

well and, in addition, shall include any such well temporarily shut down for less 

than a full calendar month. The term "chargeable well" however, shall not include 

any well being drilled, deepened or reworked or any well permanently shut down or 

out of service for a full calendar month. A dually completed well shall count as 

two wells. The fee charged shall be adjusted each month based upon the total 
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number of chargeable wells. 

3. The foregoing fees shall not include any direct costs incurred by 

Operator in connection with the services to be rendered hereunder. These direct 

costs normally include but shall not be limited to pumper wages and transportation, 

utilities, pulling expenses, roustabout labor, hauling, equipment repairs, work­

over expenses, taxes and insurance. These direct costs are more completely defined 

in the Accounting Procedure attached hereto as Exhibit "A". 

4. In addition, and except as provided for in all paragraphs in 

Section II above and in all paragraphs in Section III above, the foregoing fees 

shall not include the supervision of the drilling, deepening, re-working or 

completing of wells. A fee based upon ....... __"'U .... (ttl) of .... 

...... ..... "I _•••• will be charged for such supervisory services and shall 

include services of a qualified engineer or production man, which services will 

not be provided or undertaken without the approval, in advance, of Non-Operators. 

5. For a special engineer or geological service in connection with 

the operation of said PROPERTIES, and not herein specifically provided for, or 

required in connection with unitization or special reservoir studies related to 

projects not within the scope of this Agreement, such as new water injection or 

pressure maintenance or water disposal projects, a per diem fee of $100.00 per 

day, plus all out-of-pocket expense paid by Operator, such as printing, telephone', 

travel and outside statistical data accumulation by personnel other than Operator 

will be included. Services of the nature provided for in this paragraph shall not 

be undertaken without the approval in advance of Non-Operators. 

6. All out-of-pocket and travel expenses other than trips to the 

PROPERTIES paid or incurred by Operator in rendering services hereunder described. 

7. Operator, with approval of Non-Operators, may have the right from 

time to time to demand and receive from Non-Operators payment in advance of their 

respective shares of the estimated amount of costs to be incurred by Operator 

during the next succeeding month, which demand must be accompanied by an itemized 

statement of such estimated cost together with invoices for Non-Operators' share 

thereof. Non-Operators shall remit to Operator their share of such estimated 

expenditures on or before the 10th day of the month for which such demand is 

made. This demand may include Operator's fee for such month. 
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IV 


Operator shall not incur or make any single expenditure amounting to 

more than ''''... without the consent of the Non-Operators, provided that when 

Operator is authorized to drill any well, such authority shall include authority 

to make all necessary and reasonable expenditures in connection with the drilling, 

equipping and completing of such well, including the installation of pumping 

equipment, without the necessity of obtaining Non-Operators' consent to separate 

items of expenditure. 

V 

All wells drilled on PROPERTIES shall be drilled on a competitive 

contract basis at the usual rate prevailing in the field in which said lease is 

located. It is understood, however, that Operator shall not be required to 

accept the lowest bid, but is entitled to use his judgement as to what is the 

lowest best bid, and in that regard has full discretion as to the competency 

and ability of any drilling contractor to drill any well in a good and work­

manlike manner. 

To secure the Operator or any other party hereto for money advanced on 

behalf of another party or parties hereto to pay Sums properly due in the develop­

ment and operation of PROPERTIES, the Operator, or such party so making such 

advances, shall have a first and prior lien upon the entire interest owned by 

the party or parties for whom such advancements are made, including a like lien on 

the 1atters' share of all equipment and production, to the full extent of any such 

sums so advanced and not paid by the party or parties for whom such advancements 

are made, together with interest thereon at six percent (6%) per annum; and the 

Operator, or such party so making such advancements, may file with any pipeline 

or purchasing company purchasing oil or gas from PROPERTIES an affidavit stating 

that such indebtedness exists and the amount thereof and that the lien provided 

for is asserted, which affidavit shall be sufficient authority for such pipeline 

or purchasing company to make payment to the Operator or such other party so 

making such advances, of all of the proceeds accruing to the interest of such 

delinquent party until the amount of such lien has been paid in full, and any such 
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pipeline or purchasing company making payments in accordance with the terms hereor 

shall be released of any liability to any such delinquent party by reason of com­

pliance with the provisions hereof, provided, however, that such pipeline or 

purchasing company shall not make such payments, as herein provided, until after 

the expiration of thirty (30) days from the filing of such notice. Operator, or 

such party so making such advances, shall immediately notify such delinquent party 

in writing if and at such time as any affidavit is so filed with any pipeline or 

purchasing company and shall enclose a copy of such affidavit with such notice. 

It is further agreed that the provisions of this paragraph shall be cumulative 

of any and all other remedies which Operator, or such party so making said 

advances, may have for enforcing the claim for such indebtedness. 

VII 

Operator shall conduct all producing operations in a proper, efficient 

and workman like manner in accordance with good and modern oil field practice, 

conforming to all applicable laws, rules, orders and regulations passed by any 

competent body asserting jurisdiction. Non-Operators grant Operator the right 

of ingress and egress to the PROPERTIES or the wells now or hereafter located 

thereon, and if necessary, Non-Operators shall give Operator such written 

authorization as may from time to time be required for such access. 

VIII 

Operator is authorized and agrees to carry at the expense of Non-Operators 

the following insurance: 

1. Workmen's Compensation Insurance, including Employer's Liability, 

in compliance with Workmen's Compensation laws in the state in which the premises 

are located; 

2. General Public Liability and Property Damage Insurance with limits 

of not less than $100,000.00 for injury to or death of one person and not less 

than $300,000.00 covering injuries to or death of more than one person of one 

accident, and not less than $50,000.00 accidental of damage to property of 

Non-Operators for each accident and $100,000.00 aggregate limit: 

3. Automotive Public Liability and Property Damage in amount of not 

less than $100,000.00 for injuries to one person, and not less than $300,000.00 

for injuries in one accident; and Automotive Property Damage Insurance with a 
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limit of not less than $10,000.00; 

4. Such additional insurance as deemed necessary by Non-Operators. 

All insurance coverage required hereby, shall be carried at the expense of 

Non-Operators, except for premiums for Automobile Public Liability and Property 

Damage Insurance on Operator's fully owned equipment, which charges will be 

covered by the flat rate charges assessed the Non-Operators for such charges. 

Operator will not carry fire, explosion, windstorm, or other property hazard 

insurance nor underground damage liability insurance, covering operations 

hereunder, unless so requested by Non-Operators. 

IX 

Operator shall not be liable to Non-Operators for any loss of the 

PROPERTIES, production or revenue caused by war, strikes, tornadoes, floods, 

governmental priorities on materials or other governmental restrictions, inability 

to obtain suitable equipment or labor, resulting from any other causes not due to 

Operator's failure to exercise reasonable diligence in the performance of Operator's 

obligations hereunder. The judgement and discretion of Operator shall be in 

accordance with the Reasonable Prudent Operator Rule and that rule shall define 

the Operator's liability to Non-Operators for all acts of the Operator hereunder. 

X 

Each of the parties hereto shall always have the right to take in kind 

or separately to dispose of his or its proportionate share of the oil, gas and 

other minerals produced from the PROPERTIES, exclusive of production which may 

be used in development and producing operations on said PROPERTIES and in preparing 

and treating oil for marketing purposes and production unavoidably lost. On all 

sales each party shall execute any division orders or contracts of sale necessary 

or appropriate in connection with the disposition of his or its interest in the 

production from the premises, and shall be entitled to receive directly payment 

for his or its proportionate share of the proceeds from the sale of said production. 

Any extra expenditure incurred by the taking in kind or separate disposition by 

any party hereto, of his or its proportionate share of the production, shall be 

borne by such party. 

The Operator may dispose of Non-Operators' share of production subject 
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to the following: (1) if disposed under a contract of sale, such contract 

cannot be for a period of time in excess of the minimum needs of the industry, 

provided, however, in no event can such contract of sale covering Non-Operators' 

share of production be for a longer period than one (1) year; and (2) the right 

of Operator to dispose of Non-Operators' share of production, and any contract 

of sale covering Non-Operators share of production, shall be subject to term­

ination at the will of the Non-Operators. In the event that the parties hereto 

shall sell or dispose of their respective shares of such production to the same 

purchaser, each party hereto shall be entitled to receive payment for its share 

directly from the purchaser. 

XI 

In the event Non-Operators own a working interest in lands other than 

the said lands which they desire to have brought under this Agreement, they may 

commit such lands to this Agreement, subject to the Agreement of all parties 

hereto as to any adjustment in the fees payable to Operator as a result of such 

commitment. Upon such agreement being reached and evidenced by a memorandum 

signed by the parties hereto, the said lands as herein defined shall be deemed 

to include the additional lands committed and the fees payable to Operator shall 

be adjusted accordingly. 

XII 

All personnel provided by Operator in performance of its duties under 

this Agreement shall be and remain the employees of Operator and not of Non­

Operators, and the selection of such employees, their hours of labor, and the 

compensation to be paid to them, shall be determined by Operator, subject to 

the approval of Non-Operators. 

XIII 

The liability of the parties hereunder shall be several, and not joint 

or collective. Each party shall be responsible only for his or its obligations, 

as herein set out, and shall be liable only for his or its proportionate share of 

the cost of developing and operating said leasehold estate. It is understood and 

agreed that the rights and obligations of the respective parties hereto shall be 

that of independent contractors under the terms and provisions of this agreement 

I' 

9 




and not that of a mining or any other partnership, and none of the parties shall 

have or be subject to any partnership rights or obligations. 

XIV 

Each participant elects to be excluded from the application of all of 

Sub-Chapter K, of Chapter 1 of Sub-title A of the Internal Revenue Code of 1954, 

in accordance with Section 761 thereof. 

XV 

Except with reference to calculation of fees payable to Operator under 

Section III (which shall be calculated on the basis of chargeable wells located 

on said lands as a whole), the term, "joint account" as used herein shall be 

deemed to refer to all of the leases covered hereby and all charges and credits 

to the joint account shall be made and accounted for with reference to all leases 

affected thereby and shall be borne and shared by the Non-Operators in accordance 

with their ownership of such leases. Charges or credits identifiable with a 

particular well shall be charged or credited, as the case may be, to such well. 

XVI 

It is further agreed that the parties hereto who collectively own a 

majority interest in and to PROPERTIES, or Opetator, may change the designation 

of the Operator, provided, however, that said parties, or Operator, wishing to 

change Operator shall give written notice thereof to all parties to this agree­

ment at least sixty (60) days prior to the proposed effective date of change; 

and provided further that Operator shall not be relieved of his or its obligation 

as Operator hereunder or be required to surrender operations of the PROPERTIES 

pursuant to this paragraph, before the expiration of six (6) months from the 

time he has taken over such operations; and provided further, if the operation 

of the PROPERTIES is changed as herein provided, the owners of a majority of 

interest in the PROPERTIES shall promptly select and designate a new Operator 

of said PROPERTIES who shall, not later than the date fixed for the termination 

of the operation of said PROPERTIES by the Operator herein named, take and assume 

the operations of said PROPERTIES and any such new Operator so designated shall 

operate the PROPERTIES subject and pursuant to all of the terms and conditions 

of this Operating Agreement. 
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XVII 


Until changed by appropriate notice in writing, all notices, reports 

and other correspondence required or made necessary by the terms of this 

operating agreement shall be deemed to be properly served and addressed if and 

when sent by mail or telegram to the addresses set forth in the preamble hereof. 

XVIII 

This agreement shall not be varied except with the written consent of 

all of the parties hereto; time is strictly of the essence in construing each 

and every provision herein contained. In the event one or more of the provisions 

herein contained is held invalid by any court of competent jurisdiction, the 

same shall in no manner effect the validity of any of the other provisions so 

contained herein; and this Agreement shall be construed in accordance with the 

Laws of the State of Oklahoma. 

All of the terms and provisions of this agreement are hereby expressly 

made subject to all valid rules and regulations of any duly constituted authority 

having jurisdiction in the premises. In the event that this agreement or Exhibit 

"A" hereto attached is silent on any matter arising hereunder then the standard 

usages and customs prevailing in the area shall be applicable thereto. 

XIX 

Any party hereto shall have the right to sell, transfer or assign his 

or its interest, or any portion thereof, in PROPERTIES, or the production there­

from, but .the purchaser, transferee or assignee shall be bound and governed by 

the terms and provision hereof, and the seller, transferor or assignor shall not 

be relieved of any responsibility or liability under the terms hereof which has 

accrued prior to such sale, transfer or assignment; however, seller, transferor 

or assignor, shall thereby be relieved of all obligations or liabilities hereunder 

accruing thereafter: such party so selling, transferring or assigning shall give 

prompt written notice to Operator of his or its intent to do so at least five (5) 

days prior thereto, and upon request shall furnish Operator a photostatic copy of 

the instrument or instruments involved, disclosing the agreement of the transferee 

to be bound by the terms and provisions hereof. 
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xx 

All parties hereto shall have access, at all reasonable times, to the 

entire PROPERTIES and to all information pertaining to wells drilled, production 

secured, oil marketed and to the books, records and vouchers relating to the 

operation of the premises; and Operator shall, upon request, furnish the parties 

hereto with weekly gauge and run tickets. 

XXI 

The term "oi1 and gas" wherever used in this agreement shall be 

construed to include casinghead gas and any other mineral deposit covered by 

said oil and gas lease or leases. 

XXII 

Each of the parties hereto hereby constitutes and appoints the Operator 

hereunder his or its lawful agent and attorney-in-fact for the sole and only 

purpose of executing upon his or its behalf all applications, and instruments 

incident thereto, directed to the proper governmental agencies or authorities, 

for such authority, permit, or permits as may be necessary or convenient for the 

drilling, completing, deepening, plugging, abandoning, perforating, shooting, 

acidizing. reworking, operating, producing, repairing, maintaining, use as a 

gas or water input well, or use as a salt water disposal well, of any well 

drilled or to be drilled upon PROPERTIES, to the same extent and with the same 

force and effect, within the scope of said appointment, as though said applications 

and instruments were executed and/or sworn to by each party hereto individually, 

hereby ratifying and confirming all that said attorney has done or shall do in 

the premises by virtue hereof. 

XXIII 

This agreement, drawn in counterparts, shall be binding upon the 

parties hereto, their heirs, legatees, executors, administrators, successors 

and assigns, upon execution of one or more of such counterparts by each of 

the parties set forth in the preamble hereof. 
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement 

the day and year first above written. 

OPERATOR 

ATTEST: KWB OIL PROPERTY MANAGEMENT, INC. 

BY~{?=-----=t2.~1~1kld:d::::!J~5....---"L~~A:::d[::l1D'I5o...:::::..."___ 
C. Arnold Brown, President 

ATTEST: NON-OPERATOR 
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STATE OF~ 
) SS 

COUNTY OF~) 

me du 
the is the~~~~~~ 
of~~~~~~~a&~~~~~~~~~~~ 
affixed to the fo egoin and an xed instrument is the Corporate seal of said 
Corporation, and that said instrument was signed and sealed in ~a~ 
co~ authority pt~s~Oa!d ~directors; and said __~~~_,~~~~~~~__ 
--,-.~t....:::;:;""'=:::;I:::;;;a:;::;~=-~--~ and ~ 4e1< ~~ duly acknowledged that 
they each had in their said official capacities executed the foregoing instrument 
as the act and deed of the said Corporation for the consideration and purposes 
therein mentioned as set forth. 4­
~ WITNESS my hand and official seal this ~ day of ~~ 

19 #L' T 

My Commission Expires: 

U~Cd~f 

STATE OF ) 
) SS 

COUNTY OF ) 

BEFORE ME, a Notary P'ublic, within and for the State and County afore­
mentioned, personally appeared and 
__~__________________~____________________ , to me personally known, who being by 
me duly sworn, did each say that is 
the and is the , 
of , a Corporation, and that the seal 
affixed to the foregoing and annexed instrument is the Corporate seal of said 
Corporation, and that said instrument was signed and sealed in behalf of said 
Corporation by authority of its board of directors; and said _______~~~--~--_ 
______________________ and duly acknowledged that 
they each had in their said official capacities executed the foregoing instrument 
as the act and deed of the said Corporation for the consideration and purposes 
therein mentioned as set forth. 

WITNESS my hand and official seal this ___ day of ________ 
19__, 

My Commission Expires: 



STATE OF ) 
) SS 

COUNTY OF ) 

BEFORE ME, a Notary Public in and for said State and County, on this 
day of , 19____ , personally appeared 

to me known to be the identical person who executed the within and foregoing 
instrument, and acknowledged to me that executed the same as free and 
voluntary act and deed for the use and purpose therein set forth. 

My Commission Expires: Notary Public 

STATE OF ) 
) ss 

COUNTY OF ) 

Before me, a Notary Public in and for said State and County, on this 
day of , 19____ , personally appeared 

to me known to be the identical person who executed the within and foregoing 
instrument, and acknowledged to me that executed the same as free and 
voluntary act and deed for the use and purpose therein set forth. 

My Commission Expires: Notary Publ ic 

STATE OF ) 
) ss 

COUNTY OF ) 

BEFORE ME, a Notary Public in and for said State and County, on this 
day of , 19____ , personally appeared _________________________ 

to me known to be the idnetical person who executed the within apd foregoing 
instrument, and acknowledged to me that executed the same as free and 
voluntary act and deed for the use and purpose therein set forth. 

My Commission Expires: Notary Public 

STATE OF ) 
) ss 

COUNTY OF ) 

BEFORE ME, a Notary Public in and for said State and County, on this 
day of , 19____ ,personally appeared __________________________ 

to me known to be the identical person who executed the within and foregoing 
instrument, and acknowledged to me that _____ executed the same as free and 
voluntary act and deed for the use and purpose therein set forth. 

My Commisslon Expires: Notary Public 
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(JOINT OPERATIONS) 

I. GENERAL PROVISIONS 

1. 	 Definitions 
"Joint Property" shall mean the real and personal property subject to the agreement to which this "Accounting Pro­
cedure" is attached. 
"Joint Operations" shall mean all operations necessary or proper for the development, operation, protection and 
maintenance of the Joint Property. 
"Operator" shall mean the party designated to conduct the Joint Operations. 
"Non-Operators" shall mean the nonoperating parties, whether one or more. 
"Joint Account" shall mean the account showing the charges and credits accruing because of the Joint Operations 
and which are to be shared by the Parties. 
"Parties" shall mean Operator and Non-Operators. 
"Material" shall mean personal property, equipment or supplies acquired or held for use on the Joint Property. 
"Controllable Material" shall mean material which at the time is so classified in the Material Classification Manual 
as most recently recommended by the Council of Petroleum Accountants Societies of North America. 

2. 	 Conflict with Agreement 
In the event of a conflict between the provisions of this Accounting Procedure and the provisions of the agree­
ment to which this Accounting Procedure is attached, the provisions of the agreement shall control. 

3. 	 Collective Action by Non-Operators 
Where an agreement or other action of Non-Operators is expressly required under this Accounting Procedure 
and if the agreement to which this Accounting Procedure is attached contains no contrary provisions in regard 
thereto, the agreement or action of a majority in interest of the Non-Operators shall be controlling on all Non­
Operators. 

4. 	 Statements and Billings 
Operator shall bill Non-Operators on or befor,e the last day of each month for their proportionate share of costs and 
expenses; for the preceding month. Such bills w~ accompanied by statements reflecting the total charges 
and credIts as set forth under Subparagraph ________________________below: 
A. 	Statement in detail of all charges and credits to the Joint Account. 
B. 	Statement of all charges and credits to the Joint Account, summarized by appropriate classifications indicative 

of the nature thereof. 
C. 	Statement of all charges and credits to the Joint Account summarized by appropriate classifications indicative 

of the nature thereof, except that items of Controllable Material and unusual charges and credits shall be detailed. 

5. 	 Payment and Advances by Non-Operators 
Each Non-Operator shall pay its proportion of all such bills within fifteen (15) days after receipt thereof. If pay­
ment is not made within such time, the unpaid balance shall bear interest at the rate of six per cent (6%) per 
annum until paid. 

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

7. 	 Audits 
A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit 
Operator's accounts and records relating to the accounting hereunder for any calendar year within the twenty-four 
(24) month period following the end of such calendar year; provided however, the making of an audit shall not ex­
tend the time for the taking of written exception to and the adjustment of accounts as provided for in Paragraph 
6 of this Section I. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable 
effort to conduct joint or simUltaneous audits in a manner which will result in a minimum of inconvenience to 
the Operator. 

II. DIRECT CHARGES 

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

1. 	 Rentals and Royalties 
Delay or other rentals and royalties when such rentals and royalties are paid by Operator for the Joint Account 
of the Parties_ 

2. 	 Labor 
A. 	Salaries and wages of Operator's employees directly engaged on the Joint Property in the conduct of the Joint 

Operations, and salaries or wages of technical employees who are temporarily assigned to and directly 
employed on the Joint Property. 

B. 	Operator's cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to the 
employees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this Section II 
and Paragraph 1 of Section III; except that in the case of those employees only a pro rata portion of whose 
salaries and wages are chargeable to the Joint Account under Paragraph 1 of Section III, not more than the same 
pro rata portion of the benefits and allowances herein provided for shall be charged to the Joint Account. Cost 
under this Paragraph 2B may be charged on a "when and as paid basis" or by "percentage assessment" on the 
amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this Section II and Para­
graph 1 of Section III. If percentage assessment is used, the rate shall be based on the Operator's cost experience. 

C. 	 Expenditures or contributions made pursuant to assessments imposed by governmental authority which are ap­
plicable to Operator's labor cost of salaries and wages chargeable to the Joint Account under Paragraphs 2A 
and 2B of this Section II and Paragraph 1 of Section III. 

D. 	Reasonable personal expenses of those employees whose salaries and wages are chargeable to the Joint Account 
under Paragraph 2A of this Section II and for which expenses the employees are reimbursed under Operator's 
usual practice. 
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3. 	 Employee Benefits 
Operator's current cost of established plans for employees' group life insurance, hospitalization, pension, retire­
ment, stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator's labor cost; pro­
vided however, the total of such charges shall not exceed ten percent (10%) of Operator's labor costs chargeable 
to the Joint Account under Paragraphs 2A and 2B of this Section II and Paragraph 1 of Section III. 

4. 	 Material 
Material purchased or furnished by Operator for use on the Joint Property. So far as it is reasonably practi ­
cal and consistent with efficient and economical operation, only such Material shall be purchased for or transferred 
to the Joint Property as may be required for immediate use; and the accumulation of surplus stocks shall be avoided. 

5. 	 Transportation 
Transportation of employees and Material necessary for the Joint Operations but subject to the following limitations: 
A. 	If Material is moved to the Joint Property from the Operator's warehouse or other properties, no charge shall 

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

B. 	If surplus Material is moved to Operator's warehouse or other storage point, no charge shall be made to the 
Joint Account for a distance greater than the distance to the nearest reliable supply store or railway receiving 
point, except by agreement with Non-Operators. No charge shall be made to Joint Account for moving Material 
to other properties belonging to Operator, except by agreement with Non-Operators. 

C. 	 In the application of subparagraphs A and B above, there shall be no equalization of actual gross trucking costs 
of $100 or less. 

6. 	 Services 
A. 	The cost of contract services and utilities procured from outside sources other than services covered by Para­

graph B of this Section II and Paragraph 2 of Section III. 
B. 	Use and service of equipment and facilities furnished by Operator as provided in Paragraph 5 of Section IV. 

7. 	 Damages and Losses to Joint Property 
All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of damages 
or losses incurred by flood, storm, theft, accident, or any other cause, except to the extent that the damage or 
loss could have been avoided through the exercise of reasonable diligence on the part of Operator. Operator shall 
furnish Non-Operators written notice of damages or losses incurred as soon as practicable after a report thereof 
has been received by Operator. 

8. 	 Legal Expense 
All costs and expenses of handling, investigating and settling litigation or claims arlsmg by reason of the Joint 
Operations or necessary to protect or recover the Joint Property, including, but not limited to, attorneys' fees, 
court costs, cost of investigation or procuring evidence and amounts paid in settlement or satisfaction of any 
such litigation or claims; provided, (a) no charge shall be made for the services of Operator's legal staff or other reg­
ularly employed personnel (such services being considered to be Administrative Overhead under Section III), ex­
cept by agreement with Non-Operators, and (b) no charge shall be made for the fees and expenses of outside at ­
torneys unless the employment of such attorneys is agreed to by Operator and Non-Operators. 

9. 	 Taxes 
All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation 
thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the Parties. 

10. 	 Insurance Premiums 
Premiums paid for insurance required to be carried on the Joint Property for the protection of the Parties. 

11. 	 Other Expenditures 
Any other expenditure not covered or dealt with in the foregoing provisions of this Section II, or in Section III, 
and which is incurred the Operator for the necessary and proper conduct of the Joint Operations. 

Operator may charge the Joint Account for indirect costs either by use of an allocation of district expense items plus 
ed rate for administrative overhead, and plus the warehousing charges, all as provided for in Paragraphs 1, 2, and of 

thl Section III OR by combining all three of said items under the fixed rate provided for in Paragraph 4 of this S tion 
III, a indicated next below: 

PERATOR SHALL CHARGE THE JOINT. ACCOUNT UNDER THE TERMS OF: 
Paragraphs 1, 2 and 3. (Allocation of district expense plus fixed rate for administrative 
warehousing. ) 

aragraph 4. (Combined fixed rate) 
1. 	 District Expe 


Operator shall arge the Joint Account with a pro rata portion of the salaries, wages and 

production supen tendent and other employees serving the Joint Property and other prop' ties of the Operator in 
the same operating ea, whose time is not allocated directly to the properties, and a pro ata portion of the cost of 
maintaining and opera 'ng a production office known as Operator's 
office located at or near _______________ ._ .._________________ (or a comparable office' location changed), and neces­
sary sub-offices (if any), aintained for the convenience of the above-describe office, and all necessary camps, 
including housing facilities fa employees if required, used in connection with e operations of the Joint Property 
and other properties in the sam operating area_ The expense of, less any re nue from, such facilities may, at the 
option of Operator, include depr iation of investment or a fair monthl rental in lieu of depreciation. Such 
charges shall be apportioned to all roperties served on some equitable sis consistent with Operator's accounting 
practice. 

2. 	 Administrative Overhead 
Operator shall administrative overhead the Joint Ac unt at the following rates, which charge shall be in 
lieu of the cost and expense of all offices of the a erator no covered by Paragraph 1 of this Section III, including 
salaries, wages and expenses of personnel assignedsuc offices. Such charges shall be in addition to the salaries, 
wages and expenses of employees of Operator autho' a to be charged as direct charges as provided in Paragraphs 
2 and B of Section II. 

Well Depth 

DRILLING WELL RATE 
(Use Total Depth) 

Each Well First Five 

PRODUCING WELL RATE 
(Use Current Producing Depth) 

Next Five 

--------_._---"'-----------------------­

All Wells 
Over Ten 

The cost and expense of services f· m outside sources in connection with matters f taxation, traffic, accounting, or 
matters before or involving gove' mental agencies shall be considered as included in e overhead rates provided for in 
this Paragraph 2 of Section I ,unless such cost and expense are agreed upon betwe Operator and Non-Operators 
as a direct charge to the J oi Account. 
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3. Opera r's Fully Owned Warehouse Operating and Maintenance Expense 
ribe fully the agreed procedure to be followed by the Operator.) 

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

DRILLING WELL RATE (Use Current Producing Depth) 
(Use Total Depth) All Wells 

Well Depth Each Well First Five Next Five Ove, Ten 

·0--.·--••__·-··----- --_._-_.._._--......_--_._­

.....-------.---....---------------------- ----------------..---.---------....... 	 -...................-.---...---........... ---_-MI~-_ 


;~"iii~~r.;l) _) ~..luiiialafies_\flts"P~.t~0a.n"=-:: ....... 1M 

............ U1ttfl:. 

5. 	 Application of Administrative Overhead or Combined Fixed Rates 

The following limitations, instructions and charges shall apply in the application of the per well rates as provided 
under either Paragraph 2 or Paragraph 4 of this Section III; 
A. 	 Charges for drilling wells shall begin on the date each well is spudded and terminate on the date the drilling or 

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

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

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

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

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

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

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

(6) 	Wells completed in multiple horizons, in which the production is not commingled down hole, shall be con­
sidered as a producing well for each separately producing horizon. 

C. 	 The well rates shall apply to the total number of wells being drilled or operated under the agreement to which 
this Accounting Procedure is attached, irrespective of individual leases. 

D. 	 The well rates shall be adjusted on the first day of April of each year following the effective date of the agree­
ment to which this Accounting Procedure is attached. The adjustment shall be computed by multiplying the 
rate currently in use by the percentage increase or decrease in the average weekly earnings of Crude Petroleum 
and Gas Production Workers for the last calendar year compared to the preceding calendar year as shown by 
"The Index of Average Weekly Earnings of Crude Petroleum and Gas Production Workers" as published by the 
United States Department of Labor, Bureau of Labor Statistics. The adjusted rates shall be the rates currently 
in use, plus or minus the computed adjustment. 

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

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

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

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

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

(1) 	Tubular goods, two inch (2") and over, shall be priced on Eastern Mill base (i. e. Youngstown, Ohio; Lorain, 
Ohio; and Indiana Harbor, Indiana) on a minimum carload basis effective at date of movem~nt and f. o. b. 
railway receiving point nearest the Joint Property, regardless of quantity. In equalized hauling charges, 
Operator is permitted to include ten cents (lOc) per hundred-weight on all tubular goods furnished from 
his stocks in lieu of loading and unloading costs sustained. 

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

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

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

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

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

(b) 	Is serviceable for original function but substantially not suitable for reconditioning, shall be classifi ­
ed as Condition "C" and priced at fifty per cent (50 %) of current new price. 

(3) 	Obsolete Material or Material which cannot be classified as Condition HB" or Condition "C" shall be priced 
at a value commensurate with its use. Material no longer suitable for its original purpose but usable for 
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some other purpose, shall be priced on a basis comparable with that of items normally used for such other 
purpose.. 

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

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

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

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

ownership and operation. Such rates shall include cost of maintenance, repairs, other operating expense, in­
surance, taxes, depreciation and interest on investment not to exceed six per cent (6%) per annum, provided 
such rates shall not exceed those currently prevailing in the immediate area within which the Joint Property is 
located. Rates for automotive equipment shall generally be in line with the schedule of rates adopted by the 
Petroleum Motor Transport Association, or some other recognized organization, as recommeded uniform charges 
against Joint Property operations. Rates for laboratory services shall not exceed those currently prevailing if 
performed by outside service laboratories. Rates for trucks, tractors and well service units may include wages 
and expenses of operator. 

B. 	Whenever requested, Operator shall inform Non-Operators in advance of the rates it proposes to charge. 
C. 	Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient. 

V. DISPOSAL OF MATERIAL 
The Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus Condi­
tion "A" or "B" Material. The disposition of surplus Controllable Material, not purchased by Operator, shall be subject 
to agreement between Operator and Non-Operators, provided Operator shall dispose of normal accumulations of junk 
and scrap Material either by transfer or sale from the Joint Property. 
1. 	 Material Purchased by the Operator or Non-Operators 

Material purchased by either the Operator or Non-Operators shall be credited by the Operator to the Joint Account 
for the month in which the Material is removed by the purchaser. 

2. 	 Division in Kind 
Division of Material in kind, if made between Operator and Non-Operators, shall be in proportion to the respective 
interests in such Material. The Parties will thereupon be charged individually with the value of the Material re­
ceived or receivable. Proper credits shall be made by the Operator in the monthly statement of operations. 

3. 	 Sales to Outsiders 
Sales to outsiders of Material from the Joint Property shall be credited by Operator to the Joint Account at the net 
amount collected· by Operator from vendee. Any claim by vendee related to such sale shall be charged back to the 
Joint Account if and when paid by Operator. 

VI. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT 
Material purchased by either Operator or Non-Operators or divided in kind, unless otherwise agreed to between 
Operator and Non-Operators shall be priced on the following basis: 

1. 	 New Price Defined 

New price as used in this Section VI shall be the price specified for New Material in Section IV. 


2. 	 New Material 
New Material (Condition "A"), being new Material procured for the Joint Property but never used, at one hundred 
per cent (100 %) of current new price (plus sales tax if any). 

3. 	 Good Used Material 
Good used Material (Condition "B"), being used Material in sound and serviceable condition, suitable for reuse 
without reconditioning: ' 
A. 	At seventy-five per cent (75%) of current new price if Material was charged to Joint Account as new, or 
B. 	At sixty-five per cent (65%) of current new price if Material was originally charged to the Joint Account as 

secondhand at seventy-five percent (75%) of new price. 
4. 	 Other Used Material 


Used Material (Condition "C"), at fifty per cent (50%) of current new price, being used Material which: 

A. 	Is not in sound and serviceable condition but suitable for reuse after reconditioning, or 
B. 	Is serviceable for original function but not suitable for reconditioning. 

5. 	 Bad-Order Material 
Material (Condition "D"), no longer suitable for its original purpose without excessive repair cost but usable for 
some other purpose at a price comparable with that of items normally used for such other purpose. 

6. 	 Junk Material 

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


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

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

1. 	 Periodic Inventories, Notice and Representation 
At reasonable intervals, inventories shall be taken by Operator of the Joint Account Material, which shall include 
all such Material as is ordinarily considered controllable. Written notice of intention to take inventory shall be 
given by Operator at least thirty (30) days before any inventory is to begin so that Non-Operators may be repre­
sented when any inventory is taken. Failure of Non-Operators to be represented at an inventory shall bind Non­
Operators to accept the inventory taken by Operator, who shall in that event furnish Non-Operators with a copy 
thereof. 

2. 	 Reconciliation and Adjustment of Inventories 
Reconciliation of inventory with charges to the Joint Account shall be made, and a list of overages and shortages 
shall be jointly determined by Operator and Non-Operators. Inventory adjustments shall be made by Operator 
with the Joint Account for overages and shortages, but Operator shall be held accountable to Non-Operator only 
for shortages due to lack of reasonable diligence. 

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

-4­



EXHIBIT "Bit 

BARBER COUNTY, KANSAS 

The Lies Lease, 160 acres, Southwest Quarter (SE/4) Section 14, 

Township 32S, Range lOW. 

The Schreiner itA" Lease, 80 acres, West Half (W/2) of the Northwest 

Quarter (NW/4) Section 13, Township 32S, Range lOW. 

The Schreiner "B" Lease, 80 acres, East Half (E/2) of the Northeast 

Quarter (NE/4) Section 14, Township 32S, Range lOW. 

The Schreiner "c" Lease, 160 acres, West Half (W/2) of the Northeast 

Quarter (NE/4); and the East Half (E/2) of the Northwest Quarter (NW/4), 

Section 14, Township 32S, Range lOW. 

The Strome1 Lease, 160 acres, Southwest Quarter (SW/4) Section 13, 

Township 32S, Range lOW. 

The McCall Lease, 120 acres, Southwest Quarter (SW/4) Section 14, 

Township 32S, Range lOW. 

The Bissantz Lease, 160 acres, Northeast Quarter (NE/4) Section 23, 

Township 32S, Range lOW. 

The Moses Lease, 160 acres, Northwest Quarter (NW/4) Section 24, 

Township 32S, Range lOW. 
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