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ABSTRACT

The USA has extracted its very first oil reservation
in the late of 19th century and it caused the notable
change of political and economic position of the
USA in the world. from the legal perspective
the USA also faced with essential change in the
contractual system and it was because of the
common usage of joint operation agreements that
is one of the most popular contacts in the USA
oil & gas industry and legal system. The parties
of this kind of contract are divided into operating
party and non-operating party. This article has
analyzed the reason why this kind of contract is
popular in the USA oil & gas and legal system, the
role and duties of operating party and the method
by the rights of non-operating party might be
preserved to make sure that the rights of the non-
operating part is preserved and the expectations of
the contract will be fulfilled.
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Extended Abstract]

The very beginning days after discovering and extracting from the first well
of oil in the United States of America in the mid of 19th century caused a
big change and developments in the political and economic structure of this
country. From the legal and contractual perspective, the popular contract that
was applied commonly was lease contracts that were based on the willing of the
leaser to keep the land for a certain duration of time with right of discovery and
no very restricting terms in it.

After having developments in oil and gas industry and finding more lands
with oil and gas resources the land owners for operating new and more risky
projects in upstream level, figured out that they would need the partners and
operators to be expert and well equipped in this industry to do better job and
share the profits and liabilities in a more reasonable manner.

The feelings of these needs resulted in the birth and emergence of the
new generation of partnership contracts. These contracts were based on the
structures and elements that were blurred in the shares of the parties that were
named as operators and non-operators parties in the brought investment of the
partnership.

In Joint Operation Agreement that is considered as the most notable
partnership contract, the major role player party is the operator one. The
operator party is usually the person that has the major share of financial profits
of the contract or is very expert in his profession or job for performing the key
activities in the projects.

This person because of his outstanding role in the contract is also has a
great deal of liabilities on his shoulder. The differences of rights and liabilities
of operator party and non-operator party might cause a bunch of conflicts that
must be settled to smooth out the performance of the contract.

It is common to predict and provide the contract with a board of chosen
experts by the parties to make decisions for settling the conflicts. In the United
States of America in contrast to other countries, it is not common to have such a
conflicts settlement management committee and it causes many other problems
that make the parties to refer to the courts or arbitrators to help them with
resolving their issues and conflicts that are arose from the contract.

The Court based on too many notable cases that one of them is Holloway
V. Atlantic Richfield Co., 970 S.W.2d641 (Texas Civil Court of Appeals —
Tyler 1998) has stated some of very important rules that must be mentioned on
contracts and be followed by the both operator and non-operator parties to evade
the rise of major conflicts. Based on what the Court has pointed out the parties
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in accordance with loyalty doctrine should consider and apply cooperation and
good faith rules in each phase of the performance of the contract. For instance,
the operator party is expected to behave and do his duties in a reasonable
manner to not cause or result in the loss or damage to the benefits and rights
of non-operator party, that is why the operator party is required to inform the
non-operator party about the decision has made by the operators and give the
necessary information to allow the non-operator party to make sure that the
good faith rule requirements are met.

Besides the duties and liabilities, the operator party has, this person is also
able to take advantage of the benefits and rights of being operator party. It was
mentioned that this party is the key role player one that it also brings him too
many liabilities but it also has to be mentioned that after carrying the projects
out successfully it also brings it a very good reputation before the Federal
Government and land owners to offer it more beneficial offers and projects to
accept and carry out.

At the end, what should be mentioned is that this article has tried to analyze
and definite the rights and duties of the operator parties in accordance with the
rules and mechanisms that has provided by the legal system and courts of the
United States of America that as was mentioned is somehow even different
from other countries with common law system such as the United Kingdom and
Australia.
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33. Good faith
34. Duty to cooperate
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35. Partnership
36. Agency Agreement
37. Trust
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