
CONSENT AND RATIFICATION OF 
POKER LAKE UNIT AGREEMENT 

KNOW ALL MEN BY THESE PRESENTS: 

The undersigned (whether one or more) hereby acknowledge receipt of an identical copy of the 
Unit Agreement for the Development and Operation of the Poker Lake Unit Area dated the 

i l l mu tiny of • M&mfa -— —-, 1952, embracing lands situated in Eddy County, New 
Mexico, and acknowledge that they have read the same and are familiar with the terms and con
ditions thereof. The undersigned also being the owners of the leasehold, royalty or other interests 
in the lands or minerals as indicated on the Schedule attached to said Unit Agreement as Exhibit 
"B" do hereby commit all of their said interests to the Poker Lake Unit Agreement and do hereby 
consent thereto and ratify all of the terms and provisions thereof exactly the same as i f the un
dersigned had executed the original of said Unit Agreement or a counterpart thereof. 

IN WITNESS WHEREOF, this instrument is executedby the undersigned as of the date set 
forth in their respective acknowledgments. C \ • 

STATE OF'. 
COUNTY OF _ _ _ ss. 

day of. _, 1952, before me personally appeared 

to me known to be the person described in and who executed the foregoing instrument, and 

acknowledged that executed the same as f^ l t lMree act and deed. 

Witness my hand and official seal this ffl — dxfof ) . , 1952, . 

My Commission- Expires: Notary Public 

Postoffice 

STATE OF _ 
COUNTY OF 

On this . day of. 
i SS. 

_, 1952, before me personally appeared 

to me known to be the person described in and who executed the foregoing instrument, and 

acknowledged that executed the same as _ — _ _ free act and deed. 

Witness my hand arid official seal this. __ day of —____—___— _ _, 1952. 

My Commission Expires: Notary Public 

Postoffice 

STATE OF _ 
COUNTY OF 

On this __ 

SS. 

.day of. 1952, before me personally appeared 

to me known to be the person— described in and who executed the foregoing instrument, and 

acknowledged that : executed the same as . free act and deed. 

Witness my hand and official seal this . day of - " - _, 1952. 

My Commission Expires: Notary Public 

Postoffice 
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C_RHi-CATION - DETU-IINAIIOW 

Pursuant to tha authority vosted in tha Secrotary of In ter ior , 

under tha aot approved February 25, 1920, 41 Stat . 437j 30 U. S« C» 

seos. 181, at seq., as amendad by the aot oi? August 8, 1946, 60 Stat . 

950, and delegated to tha Director of the Geological Survey pursuant 

to Departmental Ordar No. 2365 of October 8, 1947, 43 C. P. R. sac. 

4*611, 12 F„ R. 6784, I ^ l i a T e b y i N ^ 

Ac Approve the attached agree—eat for the development 

and operation of/the POKER LAKE /' y y Unit Area, 
————————— 1 

Stato of NEW SXICO 

B<, Cartifty and datarmin^that the unit plan of development 

and operation contemplated in the attached agreement i s necessary 

and advisable in the public interest for the purpose of mare 

properly conserving the natural resources* 

C» Cert i fy and determine that the d r i l l i n g , producing, 

rental , minimum royalty, and royalty require-enta of a l l Federal 

leases committed to said agreement are hereby established, 

altered, changed, or revoked to conform with the terms and 

conditions of this agreement* 

JUL i s m 
Dated 

j^j-^Director, United States Geologioal 8urvey 

Interior—Duplicating Section. Wash..nylon. D. C. 
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UNIT AGREEMENT 
FOR THE DEVELOPMENT AND OPERATION OF 

OF THE POKER LAKE UNIT AREA 

EDDY CnUNTY. STATE CF NEV MEXICO 

No. 14-08-001-303 THIS AGREEMENT, entered into as of the day ofTf^cxju-Qs-

1952, by and between the parties subscribing, ratifying, or consenting 

hereto, and herein referred to as the "parties hereto", 

W I T N E S S E T H : 

WHEREAS, the parties hereto are the owners of working, royalty 

or other oil or gais interests in the unit area subject to this agreement; 

and 

WHEREAS, the Act of February 25, 1920, 41 Stat. 437, as amended 

by the Act of August 8, 1946, 60 Stat. 950, 30 U S JZ . Sees. 181 et seq., 

authorizes Federal lessees and their representatives to unite with each 

other, or jointly or separately with others, in collectively adopting 

and operating under a cooperative or unit plan of development or operation 

of any oil or gas pool, field, or like area, or any part thereof, for the 

purpose of more properly conserving the natural resources thereof whenever 

determined and certified by the Secretary of the Interior to be necessary 

or advisable in the public interest} and 

WHEREAS, the Commissioner of Public Lands of the State of New 

Mexico is authorized by an Act of the Legislature (Chap. 88, Laws 1943) 

to consent to or approve this agreement on behalf of the State of New 

Mexico, insofar as i t covers and includes lands and mineral interests 

of the State of iNew Mexico; and 

WHEREAS, the Oil Conservation Commission of the State of New 

Mexico is authorized by law (Chap. 72, Laws of 1935, as amended by Chap. 

193, Laws of 1937, Chap. 166, Laws of 1941, and Chap. 168, Laws of 1949) 

to approve this agreement and the conservation provisions hereof; and 

•«-t' WW! 



WHEREAS, the parties hereto hold sufficient interests in 

the Poker Lake Unit Area covering the land hereinafter described to 

give reasonably effective control of operations therein; and 

WHEREAS, i t is the purpose of the parties hereto to conserve 

natural resources, prevent waste, and secure other benefits obtainable 

through development and operation of the area subject to this agreement 

under the terms, conditions, and limitations herein set forth; 

NOV, THEREFORE, in consideration of the premises and the 

promises herein contained, the parties hereto commit to this agreement 

their respective interests in the below defined unit area, and agree 

severally among themselves as followst 

1. ENABLING ACT AND REGULATIONS. The Act of February 25, 

1920, as amended;, supra, and a l l valid pertinent regulations, including 

operating and unit plan regulations, heretofore issued thereunder or 

valid pertinent and reasonable regulations hereafter issued thereunder 

are accepted and made a part of this agreement as to Federal lands, 

provided such regulations are not inconsistent with the terms of this 

agreement; and as to non-Federal lands, the oil and gas operating 

regulations in effect as of the effective date hereof governing d r i l l 

ing and producing operations, not inconsistent with the terms hereof or 

the laws of the State in which the non-Federal land is located, are 

hereby accepted and made a part of this agreement. 

2. UNIT AREA. The following described land is hereby desig

nated and recognized as constituting the unit area: 

NEW MEXICO PRINCIPAL MERIDIAN 

Twp. 24 S.. Rge. 29 E. 
Sec. 12: E/2 
Sec. 13j E/2 
Sec. 24« E/2 
Sec. 1 » EifNE-j, S&£ 
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Two. 23 S., Roe. 30 E. 

Sec. 31i SEi, E_SW| 
Sec. 32: All 
Sec. 33: All 
Sec. 34t 

Twp. 24 S.. Rge. 30 £.. 

Sec. 2: S_ 
Sees. 3 to 11, both Inclusivet All 
Sees. 14 to 36, both inclusive: All 

Twp. 25 S.. Rge. 30 E. 

Sees. 1 to 4, both inclusive: All 
Sec. 5: Lots 1,2,3 and 4, &M, E_-S_4 
Sec. 8: Vf£s„i, E£SV.£ 
Sec. 9 to 17, both inclusive: All 
Sec. 18: Lots 3 and 4, NE£, E&SW±, SEj 
Sees. 19 to 29, both inclusive: All 
Sec. 30: NEi, E^SEi 
Sec. 31: Ê NEf 
Sees. 32 to 36, both inclusive: All 

Twp. 26 S.. Rge. 30 E. 

Sees. 1 to 3, both inclusive: All 
Sec. 4: NEi 
Sec. lOt 
Sec. 11: N> 
Sec. 12: 

Twp. 24 S., Rge. 31 E, 

Sees. 19 to 22., both inclusive; All 
Sees. 27 to 33, both inclusive: All 
Sec. 34: V.£ 

Twp. 25 S.. Rge. 31 E~ 

Sec. 3: Lots 3 and 4, S&NW-}, SV-»£ 
Sees 4 to 9. both inclusive: All 
Sec. 10: v4 
Sec. 15: 
Sees. 16 to 21, both inclusive: All 
Sec. 22: NW£-NW±. SV^Vi 
Sec. 27: l " ^ 
Sees. 28 to 33, both inclusive: All 
Sec. 34: ŜNV-hh NŴNV̂, SW£ 

Twp. 26 S., Rge. 31 E. 

Sec. 3: 1"£NW£ 

Secs. 4 to 6, both inclusive: All 

Containing 68, 990.99 acres, more or less 
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Exhibit "A" attached hereto is a map showing the unit area 

and the boundaries and identity of tracts and leases in said area to 

the extent known to the Unit Operator. Exhibit "B" attached hereto is • 

a schedule showing to the extent known to the Unit Operator the acreage, 

percentage, and kind of ownership of oil and gas interests in a l l land 

in the unit area. However, nothing herein or in said schedule or map 

shall be construed as a representation by any party hereto as to the 

ownership of any interest other than such interest or interests as are 

shown in said map or schedule as owned by such party. Exhibits "A" and 

"B" shall be revised by the Unit Operator whenever changes in the unit 

area render such revision necessary, or when requested by the Oil and 

Gas Supervisor, hereinafter referred to as "Supervisor", or the Com

missioner of Public Lands, hereinafter referred to as "Commissioner", 

and not less than six copies of the revised exhibits shall be filed with 

the Supervisor, and at least one copy shall be filed with the Commissioner 

and one copy with the New Mexico Oil Conservation Commission, hereinafter 

referred to as "Commission". 

The above described unit area shall when practicable be 

expanded to include therein any additional tract or tracts regarded 

as reasonably necessary or advisable for the purpose of this agreement, 

or shall be contracted to exclude lands not within any participating 

area whenever such expansion or contraction is necessary or advisable 

to conform with the purposes of this agreement. Such expansion or 

contraction shall be effected in the following manner* 

(a) Unit Operator, on i t s own motion or on demand of the 

Director of the Geological Survey, hereinafter referred to as "Director", 

or on demand of the Commissioner shall prepare a notice of proposed 

expansion or contraction describing the contemplated changes in the 

boundaries of the unit area, the reasons therefor, and the proposed 

effective date thereof. 

(b) Said notice shall b<? delivered to the Supervisor and Commis-

sioner and copies thereof mailed to the last known address of each working 
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interest owner, lessee, and lessor whose interests are affected, advising that 

30 days will be allowed for submission to the Unit Operator of any objections. 

(c) Upon expiration of the 30-day period provided in the preceding 

item (b) hereof, Unit Operator shall f i l e with the Supervisor and Commissioner 

evidence of mailing of the notice of expansion or contraction and a copy of 

any objections thereto which have been filed with the Unit Operator. 

(d) After due consideration of a l l pertinent information, the ex

pansion or contraction shall, upon approval by the Director, and Commissioner, 

become effective as of the date prescribed in the notice thereof. 

After ten years from the date of discovery of unitized substances 

in paying quantities, the Director and Commissioner shall have the right to 

determine the acreage believed to be proved productive in formations subject 

to this agreement and may declare acreage not believed to be productive as 

no longer subject to this agreement by appropriate notice to the Unit Operator 

provided, however, no elimination of acreage shall be made so long as Unit 

Operator is actually and diligently engaged in expanding the productive 

limits within the unit area. 

All land committed to this agreement shall constitute land referred 

to herein as "unitized land" or "land subject to this agreement." 

3. UNITIZED SUBSTANCES. Ml oil and gas in any and all formations 

of the unitized land are unitized under the terms of this agreement and herein_ 

are called "unitized substances." »-

4. UNIT OPERATOR. Richardson & Bass, a co-partnership, whose address 

is Fort Worth National Sank Building, Fort Worth, Texas, is hereby designated 

as Unit Operator and by signature hereto as Unit Operator agrees and consents 

to accept the duties and obligations of Unit Operator for the discovery, devel

opment, and production of unitized substances as herein provided. Whenever 

reference is made herein to the Unit Operator, such reference means the Unit 

-5-
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Operator acting in that capacity and not as an owner of interests in 

unitized substances, and the term "working interest owner" when used 

herein shall include or refer to Unit Operator as the owner of a work

ing interest when such an interest is owned by i t . 

5 . RESIGNATION CR REMOVAL OF UNIT OPERATOR . Unit Operator 

shall have the right to resign at any time prior to the establishment of 

a participating area or areas hereunder, but such resignation shall not 

become effective so as to release Unit Operator from the duties and 

obligations of Unit Operator and terminate Unit Operator's rights as 

such for a period of 6 months after notice of intention to resign has 

been served by Unit Operator on all working interest owners, the Director, 

and Commissioner, and until all wells then drilled hereunder are placed 

in a satisfactory condition for suspension or abandonment whichever is 

required by the Supervisor as to Federal lands and the Commission as to 

State and privately-owned lands, unless a new Unit Operator shall have 

been selected and approved and shall have taken over and assumed the 

duties and obligations of Unit Operator prior to the expiration of said 

period. Unit Operator shall have the right to resign in like manner and 

subject to like limitations as above provided at any time a participating 

area established hereunder is in existence, but until a successor Unit 

Operator is selected and approved as hereinafter provided, the working 

interest owners shall be jointly responsible for performance of the duties 

of Unit Operator, and shall not later than 30 days before such resignation 

becomes effective appoint a common agent to represent them in any action 

to be taken hereunder. 

The resignation of Unit Operator shall not release Unit Operator 

from any liability for any default by it hereunder occurring prior to the 

effective date of its resignation. 

The Unit Operator may, upon default or failure in the performance 

of its duties or obligations hereunder, be subject to removal by the same 

percentage vote of the owners of working interests determined in like 

-6-



manner as herein provided for the selection of a new Unit Operator. Such 

removal shall be effective upon notice thereof to the Director and 

Commissioner. 

The resignation or removal of Unit Operator under this agreement 

shall not terminate its right, t i t l e , or interest as the owner of a working 

interest or other interest in unitized substances, but upon the resignation 

or removal of Unit Operator becoming effective, such Unit Operator shall 

deliver possession of a l l equipment, materials, and appurtenances used in 

conducting the unit operations and owned by the working interest owners to 

the new duly qualified successor Unit Operator or to the owners thereof 

if no such new Unit Operator is elected, to be used for the purpose of 

conducting unit operations hereunder. Nothing herein shall be construed 

as authorizing removal of any material, equipment and appurtenances needed 

for the preservation of any wells. 

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall 

tender his or its resignation as Unit Operator or shall be removed as here

inabove provided, the owners of the working interests in the participating 

area or areas according to their respective acreage interests in such 

participating area or areas, or, until a participating area shall have 

been established, the owners of the working interests according to their 

respective acreage interests in a l l unitized land, shall by majority vote 

select a successor Unit Operator; Provided, That, i f a majority but less 

than 75 percent of the working interest qualified to vote are owned by 

one party to this agreement, a concurring vote of one or more additional 

working interest owners shall be required to select a new operator. Such 

selection shall not become effective until (a) a Unit Operator so selected 

shall accept in writing the duties and responsibilities of Unit Operator, 

and (b) the selection shall have been approved by the Director and Com

missioner. If no successor Unit Operator is selected and qualified as 

herein provided, the Director and Commissioner at their election may 

declare this unit agreement terminated. 

-7-
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7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the 

Unit Operator is not the sole owner of working interests, costs and expenses 

incurred by Unit Operator in conducting unit operations hereunder shall be 

paid and apportioned among and borne by the owners of working interests, 

a l l in accordance with the agreement or agreements entered into by and 

between the Unit Operator and the owners of working interests, whether 

one or more, separately or collectively. Any agreement or agreements 

entered into between the working interest owners and the Unit Operator 

as provided in this section, whether one or more, are herein referred to 

as the "unit operating agreement." Such unit operating agreement shall 

also provide the manner in which the working interest owners shall be 

entitled to receive their respective proportionate and allocated share 

of the benefits accruing hereto in conformity with their underlying 

operating agreements, leases, or other independent contracts and such 

other rights and obligations as between Unit Operator and the working 

interest owners as may be agreed upon by Unit Operator and the working 

interest owners; however, no such unit operating agreement shall be deemed 

either to modify any of the terms and conditions of this unit agreement or 

to relieve the Unit Operator of any right or obligation established under 

this unit agreement, and in case of any inconsistency or conflict between 

the unit agreement and the unit operating agreement this unit agreement 

shall prevail. Three true copies of any unit operating agreement executed 

pursuant to this section shall be filed with the Supervisor, and one true 

copy with the Commissioner. 

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR . Except as other

wise specifically provided herein, the exclusive right, privilege, and 

duty of exercising any and all rights of the parties hereto which are 

necessary or convenient for prospecting for, producing, storing, allocat

ing, and distributing the unitized substances are hereby delegated to and 

shall be exercised by the Unit Operator as herein provided. Acceptable 

evidence of t i t l e to said rights shall be deposited with said Unit Operator 

-8-
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and, together with this agreement, shall constitute and define the rights, 

privileges, and obligations of Unit Operator. Nothing herein, however, 

shall be construed to transfer title to any land or to any lease or 

operating agreement, it being understood that under this agreement the 

Unit Operator, in its capacity as Unit Operator, shall exercise the rights 

of possession and use vested in the parties hereto only for the purposes 

herein specified. 

9. DRILLING TO DISCOVERY. Within 6 months after the effective 

date hereof, the Unit Operator shall begin to drill an adequate test well 

at a location approved by the Supervisor, if such location is upon lands 

of the United States, and if upon State lands or privately-owned lands, 

such location shall be approved by the Commission, unless on such effective 

date a well is being drilled conformably with the terms hereof, and there

after continue such drilling diligently until the Ordovician formations 

have been tested or until at a lesser depth unitized substances shall be 

discovered which can be produced in paying quantities (to-wit: quantities 

V̂*v-\ sufficient to repay the costs of drilling and producing operations, with 

Q_̂ -KVv_i ' a re a s o nable profit) or the Unit Operator shall at any time establish to 

the satisfaction of the Supervisor as to wells on Federal Lands, or the 

Commissioner as to wells on State lands, that further drilling of said 

well would be unwarranted or impracticable, provided, however, that Unit 

Operator shall not in any event be required to drill said well to a depth 

in excess of 12,000 feet. Until the discovery of a deposit of unitized 

^ substances capable of being produced in paying quantities, the Unit Operator 

Ny____+ shall continue drilling diligently one well at a time, allowing not more 

•*•* u—>, than 6 months between the completion of one well and the beginning of the 

next well, until a well capable of producing unitized substances in paying 

lo-^w- quantities is completed to the satisfaction of said Supervisor if on Federal 

land, or the Commissioner if on State, or the Commission if on privately-

owned land, or until it is reasonably proved that the unitized land is 
m 

incapable of producing unitized substances in paying quantities in the 
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formations drilled hereunder. Nothing in this section shall bo deemed 

to limit the right of the Unit Operator to resign as provided in Section 

5 hereof, or as requiring Unit Operator to commence or continue any d r i l l 

ing during the period pending such resignation becoming effective in order 

to comply with the requirements of this section. The Director and the 

Commissioner may modify the drilling requirements of this section by 

granting reasonable extensions of time when, in their opinion, such action 

"|V^-^^ i s warranted. Upon failure to comply with the drilling provisions in this 

kcJn>- section, the Director and the Commissioner, may, after reasonable notice 

to the Unit Operator, and each working interest owner, lessee, and lessor 

JL at their last known addresses, declare this unit agreement terminated. 

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within 6 

months after completion of a well capable of producing unitized substances 

in paying quantities, the unit operator shall submit for the approval of 

the Supervisor, the Commissioner, and the Commission, an acceptable plan of 

development and operation for the unitized land which, when approved by 

the Supervisor, the Commissioner, and the Commission, shall constitute the 

further drilling and operating obligations of the Unit Operator under this 

agreement for the period specified therein. Thereafter, from time to time 

before the expiration of any existing plan, the Unit Operator shall submit 

for the approval of the Supervisor, the Commissioner, and the Commission, 

a plan for an additional specified period for the development and operation 

of the unitized land. Any plan submitted pursuant to this section shall 

provide for the exploration of the unitized area and for the determination 

of the area or areas thereof capable of producing unitized substances in 

paying quantities in each and every productive formation and shall be as 

complete and adequate as the Supervisor, the Commissioner and the Commission 

may determine to be necessary for timely development and proper conservation 

of the oil and gas resources of the unitized area and shall (a) specify 

the number and locations of any wells to be drilled and the proposed order 

and time for such drilling;" and (b) to the extent practicable specify the 

-10-
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operating practices regarded as necessary and advisable for proper conser

vation of natural resources. Separate plans may be submitted for separate 

productive zones, subject to the approval of the Supervisor, the Commissioner 

and the Commission. Said plan or plans shall be modified or supplemented 

when necessary to meet changed conditions or to protect the interests of 

all parties to this agreement. Reasonable diligence shall be exercised 

in complying with the obligations of this approved plan of development. 

The Supervisor and Commissioner are authorized to grant a reasonable 

extension of the 6-month period herein prescribed for submission of an 

ini t i a l plan of development where such action is justified because of 

unusual conditions or circumstances. After completion hereunder of a well 

capable of producing any unitized substances in paying quantities no further 

wells, except such as may be necessary to afford protection against opera

tions not under this agreement or such as may be specifically approved by 

the Supervisor and Commission shall be drilled except in accordance with 

a plan of development approved as herein provided. 

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well 

capable of producing unitized substances in paying quantities or as soon 

thereafter as required by the Supervisor or the Commissioner, the Unit 

Operator shall submit for approval by the Director, the Commissioner and 

the Commission a schedule, based on sub-divisions of the public-land survey 

or aliquot parts thereof, of all unitized land then regarded as reasonably 

proved to be productive of unitized substances in paying quantities; a l l 

land in said schedule on approval of the Director, the Commissioner and 

the Commission to constitute a participating area, effective as of the 

date of first production. Said schedule also shall set forth the per

centage of unitized substances to be allocated as herein provided to 

each unitized tract in the participating area so established, and shall 

govern the allocation of production from and after the date the partici

pating area becomes effective. A separate participating area shall be 

established in like manner for each separate pool or deposit of unitized 

-11-
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substances or for any group thereof produced as a single pool or zone, and 

any two or more participating areas so established may be combined into 

one with the consent of the owners of all working interests in the lands 

within the participating areas so to be combined, on approval of the 

Director, the Commissioner and the Commission. The participating area pfTs-, ? 

or areas so established shall be revised from time to time, subject to 

like approval, whenever such action appears proper as a result of further 

drilling operations or otherwise, to include additional land then regarded 

as reasonably proved to be productive in paying quantities, and the per

centage of allocation shall also be revised accordingly. The effective 

date of any revision shall be the first of the month in which is obtained 

the knowledge or information on which such revision is predicated, unless 

( a more appropriate effective date is specified in the schedule. No land 

shall be excluded from a participating area on account of depletion of 

the unitized substances. 

It i s the intent of this section that a participating area 

shall represent the area known or reasonably estimated to be productive 

in paying quantities; but, regardless of any revision of the participating 

area, nothing herein contained shall be construed as requiring any retro

active adjustment for production obtained prior to the effective date of 

revision of the participating area. 

In the absence of agreement at any time between the Unit 

Operator and the Director, the Commissioner and the Commission as to the 

proper definition or redefinition of a participating area, or until a 

participating area has, or areas have, been established as provided herein, 

the portion of a l l payments affected thereby may be impounded in a manner 

mutually acceptable to the owners of working interests, except royalties 

due the United States and the State of New Mexico, which shall be determined 

by the Supervisor and the Commissioner, respectively, and the amount thereof 

deposited, as directed by the Supervisor and Commissioner, to be held as 

unearned money until a participating area is finally approved and then 
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applied as earned or returned in accordance with a determination of tho 

sum due as Federal and State royalty on the basis of such approved 

participating area. 

Whenever it is determined, subject to the approval of the 

Supervisor, as to wells on Federal land, and Commissioner as to wells 

on State land, and the Commission as to wells on privately-owned land, 

that a well drilled under this agreement is not capable of production 

in paying quantities and inclusion of the land on which it is situated 

in a participating area is unwarranted, production from such well shall, 

for the purposes of settlement among all parties other than working interest) 

owners, be allocated to the land on which the well is located so long as >Ct ft 
such land is not within a participating area established for the pool or 

deposit from which such production is obtained. Settlement for working ' " ^ j ^ 

interest benefits from such a well shall be made as provided in the 

unit operating agreement. 

12. ALLOCATION OF PRODUCTION. All unitized substances pro

duced from each participating area established under this agreement, 

except any part thereof used in conformity with good operating practices 

within the unitized area for drilling, operating, camp and other production 

or development purposes, for repressuring or recycling in accordance with 

a plan of development approved by the Supervisor, Commissioner and the 

Commission, or unavoidably lost, shall be deemed to be produced equally 

jj>n an acreage ba"si^ from the several tracts of unitized land of the parti

cipating area established for such production and, for the purpose of 

determining any benefits accruing under this agreement each such tract of 

unitized land shall have allocated to it such percentage of said production 

as the number of acres of such tract included in said participating area 

bears to the total number of acres of unitized land in said participating 

area. It is hereby agreed that production of unitized substances from a 

participating area shall be allocated as provided herein regardless of 

whether any wells are drilled on any particular part or tract of said 

-13-



participating area. If any gas produced from one participating area is 

used for repressuring or recycling purposes in another participating area, 

the first gas withdrawn from such last mentioned participating area for 

sale during the life of this agreement shall be considered to be the 

gas so transferred until an amount equal to that transferred shall be 

so produced for sale and such gas shall be allocated to the participating 

area from which initially produced as constituted at the time of such final 

production. 

13. DEVELOPf.ENT OR OPERATION OF NON-PARTICIPATING LAND OR 

FORMATIONS. Any party hereto owning or controlling the working interest 

in any unitized land having thereon a regular well location may with the 

approval of the Supervisor as to Federal land, the Commissioner as to State 

land, and the Commission as to privately owned land, at such party's sole 

risk, cost and expense, drill a well to test any formation for which a par

ticipating area has not been established or to test any formation for which 

a participating area has been established if such location is not within 

said participating area, unless within 90 days of receipt of notice from 

said party of his intention to drill the well the Unit Operator elects and 

commences to drill such well in like manner as other wells are drilled by 

the Unit Operator under this agreement. 

If any well drilled as aforesaid by a working interest owner 

results in production such that the land upon which it is situated may 

properly be included in a participating area, such participating area 

shall be established or enlarged as provided in this agreement and the 

well shall thereafter be operated by Unit Operator in accordance with 

the terms of this agreement and the unit operating agreement. 

< If any well drilled as aforesaid by a working interest owner 

obtains production in quantities insufficient to justify the inclusion 

in a participating area of the land upon which such well is situated, 

such well may be operated and produced by the party drilling the same 

subject to the conservation requirements of this agreement. The royalties 

in amount or value of production from any such well shall be paid as 

specified in the underlying lease and agreements affected. 
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14. ROYALTY SETTLEMENT. The United States and the State of 

New Mexico and al l royalty owners who, under existing contract, are 

entitled to take in kind a share of the substances now unitized hereunder 

produced from any tract, shall hereafter be entitled to the right to take 

in kind their share of the unitized substances allocated to such tract, 

and Unit Operator, or in case of the operation of a well by a working 

interest owner as herein in special cases provided for, such working 

interest owner4 shall make deliveries of such royalty share taken in 

kind in conformity with the applicable contracts, laws and regulations. 

Settlement for royalty interests not taken in kind shall be made by 

working interest owners responsible therefor under existing contracts, 

laws, and regulations, on or before the last day of each month for 

unitized substancas produced during the preceding calendar month; 

provided, however, that nothing herein contained shall operate to 

relieve the lessees of any land from their respective lease obligations 

for the payment of any royalties due under their leases. 

If gas obtained from lands not subject to this agreement is 

introduced into any participating area hereunder, for use in repressuring, 

stimulation of production, or increasing ultimate recovery, which shall be 

in conformity with a plan first approved by the Supervisor,the Commissioner 

and the Commission, a like amount of gas, after settlement as herein pro

vided for any gas transferred from any other participating area, and with 

due allowance for loss or depletion from any cause, may be withdrawn from 

the formation into which the gas was introduced, royalty free as to dry 

gas, but not as to the products extracted therefrom; provided that such 

withdrawal shall be at such time as may be provided in the plan of opera

tions or as may otherwise be consented to by the Supervisor, the Com

missioner, and the Commission as conforming to good petroleum engineering 

practice, and provided further, that such right of withdrawal shall 

terminate on the termination of this unit agreement. 
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Royalty due the United States shall be computed as provided in 

the operating regulations and paid in value or delivered in kind as to 

all unitized substances on the basis of the amounts thereof allocated to 

unitized Federal land as provided herein at the rates specified in the 

respective Federal leases, or at such lower rate or rates as may be 

authorized by law or regulation; provided, that for leases on which the 

royalty rate depends on the daily average production per well, said 

average production shall be determined in accordance with the operating 

regulations as though each participating area were a single consolidated 

lease. 

Royalty due on account of State and privately-owned lands shall 

be computed and paid on the basis of all unitized substances allocated to 

such lands. 

15. RENTAL SETTLEMENT. Rentals or minimum royalties due on 

leases committed hereto shall be paid by working interest owners responsi

ble therefor under existing contracts, laws, and regulations, provided that 

nothing herein contained shall operate to relieve the lessees of any land 

from their respective lease obligations for the payment of any rental or 

minimum royalty in lieu thereof due under their leases. Rental or minimum 

royalty for lands of the United States subject to this agreement shall be 

paid at the rate specified in the respective leases from the United States, 

unless such rental or minimum royalty is waived, suspended, or reduced by 

law or by approval of the Secretary or his duly authorized representative. 

V'ith respect to any lease on non-Federal land containing pro

visions which would terminate such lease unless drilling operations were 

within the time therein specified commenced upon the land covered thereby 

or rentals paid for the privilege of deferring such drilling operations, 
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the rentals required thereby shall, notwithstanding any other provision 

of this agreement, be deemed to accrue and become payable during the 

term thereof as extended by this agreement, and until the required 

drilling operations are commenced upon the land covered thereby or some 

portion of such land is included within a participating area. 

16. RIGHTS OF WORKING INTEREST OWNERS IN UNITIZED SUBSTANCES . 

Notwithstanding any provision contained herein to the contrary, each work

ing interest owner shall have the right to take such owner's proportionate 

share of the unitized substances in kind or to personally sell or dispose 

of the same, and nothing herein contained shall be construed as giving or 

granting to the Unit Operator the right to sell or otherwise dispose of 

the proportionate share of any working interest owner without specific 

authorization from time to time so to do. 

Any working interest owner who takes its share of the unitized 

substances in kind shall pay or secure the payment of the royalty on its 

interest and furnish at its own expense all tankage and other equipment 

necessary for taking said unitized substances in kind and shall also pay 

any other additional expenses of Unit Operator occasioned thereby. Like

wise, any royalty owners who under existing contracts are entitled to take 

their share of the unitized substances in kind shall furnish at their own 

expense all equipment necessary in connnection therewith, and shall reimburse 

Unit Operator for all expenses incurred on account thereof} provided, that 

as to Federal lands such expense, equipment and storage of royalty oil 

taken in kind shall be assumod and furnished pursuant to the provisions 

of the Federal leases involved. 

17. CONSERVATION. Operations hereunder and production of 

unitized substances shall be conducted to provide for the most economical 

and efficient recovery of said substances without waste, as defined by or 

pursuant to State or Federal law or regulations. 
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18. DRAINAGE. The Unit Operator shall take appropriate and 

adequate measures to prevent drainage of unitized substances from unitized 

land by wells on land not subject to this agreement or pursuant to appli

cable regulations pay a fair and reasonable compensatory royalty as 

determined by the Supervisor for Federal land, or as approved by the 

Commissioner as to State land, or as determined by agreement between 

the Unit Operator and the royalty owner as to fee land. 

19. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, 

conditions and provisions of all leases, subleases, and other contracts 

relating to exploration, drilling, development or operation for oil or 

gas of lands committed to this agreement are hereby expressly modified 

and amended to the extent necessary to make the same conform to the pro

visions hereof, but otherwise to remain in full force and effect, and the 

parties hereto hereby consent that the Secretary and the Commissioner, 

respectively, shall and by their approval hereof, or by the approval 

hereof by their duly authorized representatives do hereby establish, 

alter, change or revoke the drilling, producing, rental, minimum royalty, 

and royalty requirements of Federal and State leases committed herato and 

the regulations in respect thereto to conform said requirements to the 

provisions of this agreement, and, without limiting the generality of 

the foregoing, all leases, subleases and contracts are particularly 

modified in accordance with the following: 

(a) The development and operation of lands subject to this 

agreement under the terms hereof shall be deemed full performance of all 

obligations for development and operation with respect to each and every 

part or separately owned tract subject to this agreement, regardless of 

whether there is any development of any particular part or tract of the 

unit area, notwithstanding anything to the contrary in any lease, operat

ing agreement or other contract by and between the parties hereto, or their 

respective predecessors in interest, or any of them. 
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(b) Drilling and producing operations performed hereunder 

upon any tract of unitized lands will be accepted and deemed to be 

performed upon and for the benefit of each and every tract of unitized 

land, and no Federal OT State lease shall be deemed to expire by reason 

of failure to drill or produce wells situated on land therein embraced. 

(c) Suspension of drilling or producing operations on all 

unitized lands pursuant to direction or consent of the Secretary and 

Commissioner, or their duly authorized representatives shall be deemed 

to constitute such suspension pursuant to such direction or consent as 

to each and every tract of unitized lands. 

(d) Each lease, sublease or contract relating to the explora

tion, drilling, development or operation for oil or gas of lands other 

than those of the United States and the State of New Mexico committed 

to this agreement which by its terms might expire prior to the termina

tion of this agreement is hereby extended beyond any such term so provided 

therein, so that it shall be continued in full force and effect for and 

during the term of this agreement, provided, however, each such lease, 

sublease or contract shall only be extended in the event unitized sub

stances are capable of being produced from some part of the lands committed 

to this agreement prior to the expiration of the primary term of such 

lease, sublease or contract. Termination of this agreement shall not 

affect any lease which pursuant to the terms thereof or applicable law 

shall continue in full force and effect thereafter. 

(e) Any Federal lease for a fixed term of twenty (20) years 

or any renewal thereof or any part of such lease which is made subject 

to this agreement shall continue in force beyond the term provided 

therein until the termination hereof. Any other Federal lease committed 

hereto shall continue in force beyond the term so provided therein or by 

law as to the committed land so long as such land remains committed hereto, 

provided unitized substances are discovered in paying quantities within the 

unit area prior to the expiration date of the primary term of such lease. 
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(f) Each sublease or contract relating to the operation and 

development of unitized substances from lands of the United States com

mitted to this agreement, which by its terms would expire prior to the 

time at which the underlying lease, as extended by the immediately pre

ceding paragraph, will expire, is hereby extended beyond any such term 

so provided therein so that it shall be continued in full force and 

effect for and during the term of the underlying lease as such term is 

herein extended. 

(g) Any lease having only a portion of its lands committed 

hereto shall be segregated as to the portion committed and the portion 

not committed, and the terms of such lease shall apply separately to 

such segregated portions commencing as of the effective date hereof. In 

the event any such lease provides for a lump-sum rental payment, such 

payment shall be prorated between the portions so segregated in proportion 

to the acreage of the respective tracts. 

20. COVENANTS RUN WITH LAND. The covenants herein shall be 

construed to be covenants running with the land with respect to the 

interest of the parties hereto and their successors in interest until 

this agreement terminates, and any grant, transfer, or conveyance of 

interest in land or leases subject hereto shall be and hereby is con

ditioned upon the assumption of all privileges and obligations hereunder 

by the grantee, transferee, or other successor in interest. No assignment 

or transfer of any working interest, royalty, or other interest subject 

hereto shall be binding upon Unit Operator until the first day of the 

calendar month after Unit Operator is furnished with the original, photo

static, or certified copy of the instrument of transfer. 

21. EFFECTIVE DATE AND TERM. This agreement shall become 

effective upon approval by the Secretary or his duly authorized repre

sentative and shall terminate five years after such date unless (a) 

such date of expiration is-extended by the Director and Commissioner, or 
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(b) i t is reasonably determined prior to the expiration of the fixed 

term or any extension thereof that the unitized land is incapable of 

production of unitized substances in paying quantities in the formation 

tested hereunder and after notice of intention to terminate the agreement 

on such ground is given by the Unit Operator to a l l parties in interest 

at their last known addresses, the agreement is terminated with the 

approval of the Director and Commissioner, or (c) a valuable discovery 

of unitized substances has been made on unitized land during said i n i t i a l 

term or any extension thereof, in which event the agreement shall remain 

in effect for such term and so long as unitized substances can be pro

duced in paying quantities, i.e., in this particular instance in quantities 

sufficient to pay for the cost of producing the same from wells on unitized 

land within any participating area established hereunder, and, should 

production cease, so long thereafter as diligent operations are in progress 

for the restoration of production or discovery of new production and so 

long thereafter as the unitized substances so discovered can be produced 

as aforesaid, or (d) i t is terminated as heretofore provided in this 

agreement-

This agreement may be terminated at any time by not less than 

75 per centum, on an acreage basis, of the owners of working interests 

signatory hereto, with the approval of the Director; notice of any such 

approval to be given by the Unit Operator to a l l parties hereto. 

22. RATE OF PROSPECTING, DEVELOPMENT* AND PRODUCTION. The 

Director is hereby vested with authority to alter or modify from time to 

time, in his discretion, the quantity and rate of production under this 

agreement, when such quantity and rate is not fixed pursuant to Federal 

or State law or does not conform to any state-wide voluntary conservation 

or allocation program, which is established, recognized, and generally 

adhered to by the majority of operators in such State, such authority 
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being hereby limited to alteration or modification i n the public interest, 

the purpose thereof and the public interest to be served thereby to bo 

stated i n the order of alteration or modification. Without regard to 

the foregoing, the Director is also hereby vested with authority to alter 

or modify from time to time in his discretion tho rate of prospecting and 

development and the quantity and rate of production under this agreement 

when such alteration or modification is in the interest of attaining 

the conservation objectives stated in this agreement and is not in 

violation of any applicable Federal or State lawj provided, however, 

that no such alteration or modification shall be effective as to any 

land of the State of New Mexico as to the rate of prospecting and 

development in the absence of the specific written approval thereof by 

the Commissioner and as to any lands of the State of New Mexico or 

privately-owned lands subject to this agreement as to the quantity and 

rate of production in the absence of specific written approval thereof 

by the Commission. 

Powers in this section vested in the Director shall only be 

exercised after notice to Unit Operator and opportunity for hearing to 

be held not less than 15 days from notice. 

23. CONFLICT OF SUPERVISION. Neither the Unit Operator nor 

the working interest owners nor any of them shall be subject to any 

forfeiture, termination, or expiration of any rights hereunder or under 

any leases or contracts subject hereto, or to any penalty or l i a b i l i t y 

on account of delay or failure in whole or in part to comply with any 

applicable provision thereof to the extent that the said Unit Operator, 

working interest owners or any of them are hindered, delayed, or prevented 

from complying therewith by reason of failure of the Unit Operator to 

obtain, in the exercise of due diligence, the concurrence of proper 

representatives of the United States and proper representatives of the 

State of New Mexico in and about any matters or thing concerning which i t 

is required herein that such concurrence be obtained. 

-22-



( 
1 

( 

24. APPEARANCES. Unit Operator shall,- after notice to other 

parties affected, have the right to appear for or on behalf of any and 

a l l interests affected hereby before the Department of the Interior, 

the Commissioner of Public Lands and the New Mexico Oil Conservation 

Commission and to appeal from orders issued under the regulations of 

said Department, the Commissioner or Commission, or to apply for r e l i e f 

from any of said regulations or in any proceedings relative to operations 

before the Department of the Interior, the Commissioner or Commission, 

or any other legally constituted authority; provided, however, that any 

other interested party shall also have the right at his own expense to 

be heard in any such proceeding. 

25. NOTICES. A l l notices, demands or statements required 

hereunder to be given or rendered to the parties hereto shall be deemed 

f u l l y given i f given in writing and personally delivered to the party 

or sent by postpaid registered mail, addressed to such party or parties 

at their respective -addresses set forth i n connection with the signatures 

hereto or to the r a t i f i c a t i o n or consent hereof or to such other address 

as any such party may have furnished i n writing to party sending the 

notice, demand or statement. 

26. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement 

contained shall be construed as a waiver by any party hereto of the 

right to assert any legal or constitutional right or defense as to the 

va l i d i t y or invalidity of any law of the State-wherein said unitized 

lands are located, or of the United States, or regulations issued 

thereunder in any way affecting such party, or as a waiver by any such 

party of any right beyond his or i t s authority to waive. 

27. UNAVOIDABLE DELAY. A l l obligations under this agreement 

requiring the Unit Operator to commence or continue d r i l l i n g or to 

operate on or produce unitized substances from any of the lands covered 

by this agreement shall be. suspended while, but only so long as the Unit 
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Operator despite the exercise of due care and diligence is prevanted 

from complying with such obligations, in wholo or in part, by strikes, 

acts of God, Federal, State, or municipal law or agencies, unavoidable 

accident, uncontrollable delays in transportation, inability to obtain 

necessary materials in open market, or other matters beyond the reason

able control of the Unit Operator whether similar to matters herein 

enumerated or not.. 

28. FAIR EMPLOYMENT. The Unit Operator shall not discriminate 

against any employee or applicant for employment because of race, creed, 

color, or national origin, and an identical provision shall be incorporated 

in a l l sub-contract's. 

29. LOSS OF TITLE. In the event t i t l e to any tract of unitized 

land shall fail and the true owner cannot be induced to join this unit 

agreement, such tract shall be automatically regarded as not committed 

hereto and there shall be such readjustment of future costs and benefits 

as may be required on account of the loss of such t i t l e . In the ev,ant 

of a dispute as to ti t l e as to any royalty, working interest, or other 

interests subject thereto, payment or delivery on account thereof may 

be withheld without liability for interest until the dispute is finally 

settled; provided, that, as to Federal and State land or leases, no 

payments of funds due the United States or the State of Mew Mexico should 

be withheld, but such funds shall be deposited as directed by the Super

visor, and with ths Commissioner of Public Lands of the State of New 

Mexico, to be held as unearned money pending final settlement of the 

t i t l e dispute, and then applied as earned or returned in accordance 

with such final settlement* 

Unit Operator as such is relieved from any responsibility for 

any defect or failure of any ti t l e hereunder. 
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30. NON-JOINDER AND SUBSEQUENT JOINDER . If the owner of any 

substantial interest in a tract within the unit area fails or refuses to 

subscribe or consent to this agreement, the owner of the working interest 

in that tract may withdraw said tract from this agreement by written notice 

to the Director, Commissioner and the Unit Operator prior to the approval 

of this agreement by the Director. Any oil or gas interests in lands 

within the unit area not committed hereto prior to submission of this 

agreement for final approval may thereafter be committed hereto by the 

owner or owners thereof subscribing or consenting to this agreement, and 

if the interest is a working interest, by the owner of such interest also 

subscribing to the Unit Operating Agreement. After operations are com

menced hereunder, the right of subsequent joinder, as provided in this 

section, by a working interest owner is subject to such requirements or 

approvals, if any, pertaining to such joinder, as may be provided for in 

the Unit Operating Agreement. After final approval hereof joinder by a 

non-working interest owner must be consented to in writing by the working 

interest owner committed hereto and responsible for the payment of any 

benefits that may accrue hereunder in behalf of such non-working interest. 

Prior to final approval hereof, joinder by any owner of a non-working 

interest must be accompanied by appropriate joinder by the owner of the 

corresponding working interest in order for the interest to be regarded 

as effectively committed hereto. Except as may otherwise herein be 

provided, subsequent joinders to this Agreement shall be effective as of 

the first day of the month following the filing with the Supervisor, the 

Commissioner and the Commission of duly executed counterparts of a l l or 

any papers necessary to establish effective commitment of any tract to 

this agreement unless objection to such joinder is duly made within 60 

days by the Director, Commissioner or Commission. 

* 
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31. COUNTERPARTS. This agreement may be executed in any 

numbor of counterparts no one of which needs to be executed by all 

parties or may be ratified or consented to by separate instrument in 

writing specifically referring hereto and shall be binding upon all 

those parties who have executed such a counterpart, ratification, or 

consent hereto with the same force and effect as if all such parties 

had signed the same document and regardless of whether, .or not it is 

executed by all other parties owning or claiming an interest in the 

lands within the above described unit area* 

IN WITNESS WHEREOF, the parties hereto have caused this 

agreement to be executed and have set opposite their respective names 

the date of execution. 

Date 

Address 

UNIT OPERATOR AND 
WORKING INTEREST 'OWNER 



( 

'̂OPKI;!G TirrffinsT OV.III:JIS 

Address* THE SUPERIOR OIL COMPANY 

Date 

Vice President 

Address* 

By ^ fksVtvijL 
A s s i s t a n t Secretary 

Date Z 

Address: 

Date 

Address* 

Date 

Address 1710 F a i r i B u i l d i n g 

Fort^ Worthi 2 , Texas 

Date 

CONTINENTAL OIL COMPANY 

By 
Attorney in Fact 

NOTED 

LEGAL 

LAND J 

PROD. 

GEOL. 

Address 

Date 
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UNIT OPERATING AGREEMENT 
FOR THE 

POKER LAKE UNIT AREA, EDDY COUNTY, NEW MEXICO 

THIS AGREEMENT, made and entered into this / o day of M(KfO ^ 

1952, by and between RICHARDSON & BASS, a partnership composed of S.W. 

RICHARDSON and PERRY R. BASS, both residents of Tarrant County, Texas, 

Party of the First Part, hereinafter called "Unit Operator", and such 

working interest owners who may subscribe to this agreement as Parties 

of the Second Part, who may have working interests subject to the Unit 

Agreement for the operation and development of the Poker Lake Unit Area, 

hereinafter referred to, which said parties are hereinafter called 

"Working Interest Owners". 

WITNESSETH, Thatt 

WHEREAS, the parties hereto have concurrently herewith entered 

into a certain Unit Agreement for the Development and Operation of the 

Poker Lake Unit Area, which is hereinafter referred to as "Unit Agreement", 

embracing lands in Eddy County, State of New Mexico, described as follows* 

TOWNSHIP 23 SOUTH. RANGE 30 EASTt 

Eisw£ and SE{- Sec. 31 j All Sec. 32 and 33} 
W£W£ Sec. 34. 

TOWNSHIP 24 SOUTH. RANGE 29 EASTt 

NEi & SE-£ Sec. 1} Eg- Sec. 12} Ei Sec. 13} 
Sec. 24. 

TOWNSHIP 24 SOUTH. RANGE 30 EAST* 

S i Sec. 2} All Sees. 3,4,5,6,7,8,9,10,11, 
14,15,16,17,18,19,20,21,22,23,24,25,26,27, 
28,29,30,31,32,33,34,35 and 36. 

TOWNSHIP 24 SOUTH. RANGE 31 EASTi 

All Sees. 19,20,21,22,27,28,29,30,31,32, 
33 and w£ Sec. 34. 

TOWNSHIP 25 SOUTH. RANGE 30 EAST: 

All of Sees. 1,2,3, and 4 } N*-, EiSE^ Sec. 5; 
NE^, SE£, EiSW£ Sec. 8} All Sees. 9,10,11, 
12,13,14,15,16,17} E^ , SWj- Sec. 18} All 
Sees. 19,20,21,22,23,24,25,26,27,28,29} 
NEj, E^SEi Sec. 30} E£NEv£ Sec. 31} All 
Sees. 32,33,34,35 and 36. 



TOWNSHIP 25 SOUTH. RANGE 31 EAST> 

w£ Sec. 3: A l l of Sees. 4,5,6,7,8,9; 
w| Sec. 10; wj-wj- Sec. 15j A l l Sees. 16.17, 
18,19,20,21} NV̂ NVr}, SŴ SWi See. 22} W M Sec.27; All 
Sees. 28,29,30,31,32,33} SW|, SfcNW£, NW£NW£- Sec .34. 

TOWNSHIP 26 SOUTH. RANGE 30 EASTi 

All Sees. 1,2.3} N&i Sec. 4t N£ Sec. 10} 
N̂  Sec. 11; Uk Sec. 12. 

TOWNSHIP 26 SOUTH. RANGE 31 EAST; 

w£-NW£ Sec. 31 All Sees. 4,5,6. 

the to t a l Unit Area comprising 68,990.83 acres, more or less} and 

WHEREAS, Richardson & Bass, Party of the First Part herein, 

has been designated as the Unit Operator under the terms of said Unit 

Agreement} and 

WHEREAS, the undersigned Parties of the Second Part referred 

to as "Working Interest Owners" have committed certain o i l and gas lease

hold interests to said Unit Agreement, which are to be subject to the 

terms and conditions thereof; and 

WHEREAS, Section 7 of said Unit Agreement provides that a l l costs 

and expenses incurred in conducting the unit operations under the terms of 

said Unit Agreement and the Working Interest benefits accruing by reason 

thereof shall be apportioned among the owners of the unitized working 

interests in accordance with the Unit Operating Agreement made and entered 

into by and between the Unit Operator" and the other owners of such i n 

terests, and this agreement is entered into in conformity with the 

provisions of said Unit Agreement. 

NOW, THEREFORE, in consideration of the premises and other 

mutual covenants and agreements hereinafter contained, the parties do 

hereby agree that this agreement is the agreement referred to in Section 

7 of said Unit Agreement, and that said Unit Agreement is hereby made part 

and parcel of this contractj The parties do further agree: 

1. OPERATOR APPOINTED - DUTIESi Richardson & Bass, a partner

ship composed of S.W. Richardson and Perry R. Bass, with offices i n Ft. 

Worth, Texas, is hereby appointed the Unit Operator hereunder to serve 
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until a successor is appointed in the manner provided in the Unit Agree

ment. The Unit Operator shall have full authority to conduct, manage and 

supervise ali operations on said lands under the terms of said Unit Agree

ment,and this agreement, including but not limited to the builcing of such 

warehouses, office buildings, residences, etc., required to properly operate 

the pronerr/. whether such buildings be located on property included within 

the Unit or not. Tn the conduct of operations, Unit Operator shall nay 

and discharge promntly all costs and expenses incurred .f.p. connection with 

operations hereunder, abide by and conform to a l l laws, rules and regulations 

and orders now in force, or that may hereafter be in force, of the Depart

ment of the Interior and of any body, state or federal having jurisdiction, 

perform a l l operations in accordance with good oil field and engineering 

practices, carry such public liability, employers' liability, workmen's 

compensation, and property insurance as may be required by law or as is 

customary in the area in which lands covered in this Unit are located, 

keep said lands and all personal property and equipment used in connection 

with the operation hereunder free and clear of all liens arising out of 

the operations hereunder, and furnish each party hereto on or before the 

last day of each month a statement of all costs, expenses, disbursement, 

and receipts hereunder during the preceding calendar month. 

2. EXAMINATION OF TITLEi The Working Interest Owners represent 

that they are the owners of or have options or contracts to acquire the 

working interest in the oil and gas leases or pending applications therefor, 

set forth on a schedule attached to said Unit Agreement, and for the purpose 

of identification with said Unit Agreement marked Exhibit "B". Each working 

interest owner shall bear all overriding royalty,production payments,or other 

encumbrances, i f any, Upon its or his interest set forth in said Exhibit. With

in thirty (30) days after the effective date of said Unit Agreement, each 

Working Interest Owner agrees to iirnish Unit Operator, certified or photo

static copies of it6 or his oil and gas leases, options or contracts to 

acquire the same or pending applications therefor and a complete abstract 
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of t i t l e to said land, certified to date. Each Working Interest Owner 

further agrees to furnish the Unit Operator satisfactory evidence of the 

payment of a l l rentals which may have become due under the terms of said 

leases. The Unit Operator shall, upon receipt of said t i t l e papers and 

abstracts, refer them to a reputable firm of attorneys in the State of ' 

New Mexico for the purpose of having the same examined for the account of 

the Working Interest Owners who furnished the same, t i t l e opinions rendered, 

and copies thereof distributed to the interested owners. I f such t i t l e 

opinions point out defects in t i t l e , the Working Interest Owner or Owners 

affected agree to use their best efforts to perfect 6uch t i t l e s within -

t h i r t y (30) days after receipt of said opinions. The effect of the re

jection by said attorneys of any t i t l e s within the Unit frea shall be 

determined pursuant to the provisions of paragraph 29 of the Unit Agree

ment. The defense of the t i t l e to any tract of unitized land or to any 

working interest in any such tract shall be at the sole risk, cost and 

expense of the Working Interest Owner owning or claiming said .tract or 

the working interest rights therein. In the event of the failure of 

t i t l e to any tract of unitized land or to any working interest therein 

occurring subsequent to the effective date of said Unit Agreement, there 

shall be such readjustment of participation on account of such failure of 

t i t l e as required by Section 29 of said Unit Agreement with a corresponding 

adjustment of the parties* interests in the remaining wells, equipment, and 

f a c i l i t i e s , and the loss occasioned by such failure of t i t l e shall be borne 

exclusively by the Working Interest Owner claiming t i t l e to said tract of 

land or to the working interest therein and each Working Interest Owner, 

upon the execution hereof, agrees to indemnify, protect, and save harmless 

the other Working Interest Owners who are or become parties hereto from 

and against any and a l l l i a b i l i t y , claims, demand, charges, expenses, 

damage, judgments, decreos, and awards resulting from, relating to, growing 

out of, or in any wise attributable to any such failure of t i t l e . 

3. TEST WELL. OR TEST WELLS. AND DISTRIBUTION OF COST THEREOF; 

Within six (6) months after the effective date of the Unit Agreement, Unit 
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Operator shall commence operations upon a test well for o i l and gas at 

a location within the unit area selected by the Unit Operator, and said 

well shall be d r i l l e d in compliance with Section 9 of said Unit Agreement. 

Said test well shall be d r i l l e d in accordance with applicable regulations 

of the Secretary of the Interior and the New Mexico Oil Conservation Com

mission. In the event said well proves to be a dry hole or non-commercial 

well, the same shall be plugged and abandoned in accordance with applicable 

rules or regulations, and in such event, Unit Operator shall use his best 

efforts to salvage a l l casing, equipment and other materials used in the 

d r i l l i n g of said well. The Working Interest Owners subscribing hereto 

as Parties of the Second Part, shall be responsible for such portion of 

the cost of d r i l l i n g and plugging said well as they have expressly agreed 

to in writing, other than this contract. The Working Interest Owners 

shall be entitled to his or i t s proportionate part of the salvage value 

of the casing, equipment and other materials in said well (and recovered 

by Operator), in the event i t is a dry hole or non-commercial well, said 

proportionate part being determined by his or i t s percentage of participa

tion in the cost of said casing, equipment and other materials. 

In the event said i n i t i a l test well proves to be a dry hole or 

non-commercial well, there shall be no obligation on the part of the Unit 

Operator to d r i l l a second well. However, should a second well be d r i l l e d 

by the Unit Operator, the Working Interest Owners subscribing hereto as 

Parties of the Second Part shall be responsible for such portion of the 

cost thereof as they have expressly agreed to in writing, other than this 

contract. 

The Unit Operator may apply for and obtain a modification of 

the d r i l l i n g requirements of said Unit Agreement or an extension or ex

tensions of time within which to comply therewith, as provided by the 

terms of said Unit Agreement, and any such application, or applications, 

may be made without the consent of any of the Working Interest Owners 

subscribing hereto as Parties of the Second Part. 
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If a discovery of unitized substances in paying quantities is 

obtained in any test well drilled as above in this section provided, an 

adjustment shall be made in the manner provided for in Section 6 of a l l 

the costs and expenses incurred in drilling, testing, equipping and com

pleting said test well, Unit Operator, and any Working Interest Owner 

who might have contributed to such costs and expenses, being given full 

credit in the making of said adjustment for a l l sums so expended. 

If any test well drilled as aforesaid obtains production but 

not in sufficient quantities to warrant the formation of a participating 

area therefor, and the Working Interest Owner of the tract upon which such 

well is drilled shall notify Unit Operator in writing within twenty (20) 

days after being advised by Unit Operator of the completion of such well 

of its election to take over such well and shall reimburse Unit Operator 

for the cost and expense incurred in drilling, testing, equipping, and 

completing such well, such Working Interest Owner shall own and be entitled 

to thereafter operate such well, and the production therefrom shall be 

(^allocated solely to the tract upon which the well was drilled, and the 

Working Interest Owner of such tract shall, subject to its paying the 

I royalties burdening such production, be solely entitled to such production. 

Unless such Working Interest Owner shall so notify Unit Operator of its 

election to take over any such well, Unit Operator may thereafter operate 

such well for the benefit, and at the sole cost and expense, of the party 

or parties, including itself, who have borne the cost and expense of 

drilling, testing, equipping, and completing such well in the proportion 

that they have borne such cost and expense subject only to Unit Operator's 

paying on behalf of such party or parties the royalties burdening such 

production and the rental upon the acreage constituting the well site.-

Upon completion of a well capable of producing unitized substances 

in paying quantities, Unit Operator shall proceed with the further explora

tion and development of said unit area as provided by said Unit Agreement. 

4. DISPOSITION OF PRODUCTION! The Unit Operator shall deliver 

to the credit of the parties hereto in the pipe line to which it may connect 
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i t s wells, or otherwise in such tanks, pipe lines, or receptacles provided 

by the several parties and situated adjacent to the well casing head and 

designated by the several parties for the reception of such products, 

their respective shares of the o i l , gas, casinghead gas, and other mineral 

products} provided, however, that each party hereto shall reimburse the 

Unit Operator for any extra costs or expenses incurred in making such 

delivery, and the respective shares of each party shall likewise embrace 

the royalty share thereof when not taken in kind by the royalty owner. 

Unit Operator shall have, and is hereby given, the power and 

right, without the further consent of forking Interest Owners, to sell 

Working Interest Owners proportionate share (including royalty) of the 

o i l and gas produced from the participating area or areas provided for 

herein under any contract or arrangement cancellable on not more than 

sixty (60) days* notice, along with and at the same price received at the 

well for the Unit Operator's share thereof, while such o i l and/or gas is 

not being taken in kind as above provided. 

5. ACQUITTING PROCEDUREt After the discovery of unitized 

substances within the Unit rrea, a l l expenses and charges of every kind 

and character arising out of operations hereunder shall be paid by the 

Unit Operator and charged to the parties hereto in proportion to their 

respective interests hereunder. Except as herein otherwise provided, a l l 

cost, charges, and credits, and the accounting with respect thereto shall 

be in accordance with the "Accounting Procedure" attached hereto and made 

a part hereof and marked Exhibit " 1 " . Operating expenses shall also include 

any expenses incurred by Unit Operator in connection with the protection 

and maintenance of t i t l e s and negotiations incident thereto and l i t i g a t i o n 

involving basic t i t l e s or growing out of operations hereunder. 

The Unit Operator is authorized to and shall render and pay a l l 

taxes or assessments, federal, state, or local, imposed against said lands 

and the production therefrom and the personal property thereon, including 

a l l ad valorem, gross production, property, and excise taxes (except pro

duction taxes paid by the purchasers of crude o i l ) , and may recover from 
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the Working Interest Owners their respective shares thereof as an expense 

of operations hereunder. 

6. COST OF OPERATION - LIEN> The actual cost incurred by 

the Unit Operator in performing i t s obligations as Unit Operator hereunder 

shall be kept separate for each participating area; and as nearly as may 

be done, al.l charges s'.iall be charged directly to each participating area 

and the operations served. The method and detail of maling such costs, 

charges and settlen-ants for cost, income, charges and credits for materials, 

and other items in connaction with said operation? sha.'.l !>e as provided 

by the Accounting procedure attached hereto and made a part hereof and 

marked Exhibit " r . The term "non-operbtors" as used in Exhibit "1" 

attached hereto shall be deemed to refer to the Working Interest Owners 

herein. Each of the parties hereto shall be charged for such costs and 

expenses in the proportion that their respective working interests, on 

an Ecrs?oe basis in any participating area which may be established 

pursuant to the terms of said Unit Agreement, bears to the total number 

of acres within any such participating area. Within t h i r t y (30) days 

after the establishment of any participating area as provided in the 

Unit Agreement, including participating area, i f any, established as a 

result of d r i l l i n g under paragraph 3 hereof, there shall be an investment 

ecijustment in cash, without interest, between the Working Interest Owners 

in the participating area who shall have contributed to the cost of develop

ment and operation up to the date of the establishment thereof and the 

Working Interest Owners who may not have contributed their proportionate 

share, in the following mannert 

(a) A l l f i e l d property including, but not by way of limitation, 

casing in wells, d r i l l i n g and production equipment, service connections for 

water and fuel, gas, o i l and gas pipe line connections, tanks, structures, 

camps, f a c i l i t i e s , including f i e l d f a c i l i t i e s and appliances located on 

or used in connection with the operation of the wells d r i l l e d on said 

participating area, shall become the property of the Working Interest 
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Owners in the participating area by undivided fractional interests in 

proportion to their respective working interests in said participating 

area, and the possession of a l l of said property shall be turned over to 

the Unit Operator as the representative of the parties in interest, and 

for purpose of investment shall be valued on the basis of actual costs. 

(b) The parties who contributed to the intangible cost of 

d r i l l i n g , completing, and operating each well shall receive credit for 

the actual cost thereof up to the date when such participating area shall 

become effective under the provisions of said Unit Agreement. 

I t is intended that by an adjustment in investment in tangible 

property and in intangible costs, a l l Working Interest Owners in the 

participating area as established, w i l l bear said costs according to 

their respective working interests on an acreage basis and that any parties 

who theretofore have not paid and borne their proportionate part shall pay 

without interest on the above described basis. 

Any compensatory royalty required to be paid by Unit Operator 

under Section 18 of said Unit Agreement, because of the drainage of any 

lands within a participating area, shall be charged to the joi n t account 

of the Working Interest Owners of such participating area as an operating 

expense and settlement therefor shall be made as above provided. 

Any compensatory royalty required to be paid by Unit Operator 

under Section 18 of said Unit Agreement because of the drainage of any 

unitized lands outside a participating area shall be charged to the 

Working Interest Owner of the lands for which the compensatory royalty 

is paid and settlement therefor made as above provided. 

Unit Operator, at i t s election, may require the Working Interest 

Owners to advance their proportion of developing and operating costs accord 

ing to the following conditions! 

On or before the f i r s t day of each calendar month, the Unit 

Operator shall submit a statement of estimated costs for the succeeding 

calendar month to the Working Interest Owners in the participating area; 
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said statement shall show each Working Interest Owner's proportionate 

share of the estimated expenditures and each party shall advance and 

pay to Unit Operator the amount thereof stated on or before the f i r s t 

day of the month in which the expenditures are to be incurred. Should 

any Working Interest Owner f a i l or refuse to pay or secure the payment 

of his or i t s proportionate part of such advance estimate, the same shall 

bear interest at the rate of six (6) per cent per annum from the date of 

expenditure, u n t i l paid. 

Unit Operator is hereby granted a lien upon the interests of 

each Working Interest Owner in the unit area and the unitized substances 

produced therefrom to secure the payment of any sums due Unit Operator 

from such Working Interest Owner under the terms hereof and under the 

terms of said Unit Agreement. In the event of the failure of any Working 

Interest Owner to make any payment or reimburse Unit Operator for any 

sums due Unit Operator from such Working Interest Owner under this agree

ment or under said Unit Agreement, Unit Operator shall have his choice 

of any or a l l of the following remedies: 

(1) Unit Operator may foreclose the lien or liens herein granted 

to Unit Operator in the manner provided by the laws of the State of New 

Mexico for the foreclosure of materialmen's liens. 

(2) Unit Operator may reimburse i t s e l f for any sums so due Unit 

Operator by applying thereto any sums due from Unit Operator to such Working 

Interest Owner or Owners. 

(3) Unit Operator may f i l e , with any pipe line or other purchaser 

of the defaulting party's share of the unitized substances hereunder, an 

affidavit stating that such defaulting party is indebted to Unit Operator. 

Such affidavit when so f i l e d shall be deemed to be an order made and 

delivered by the defaulting party to such pipe line or purchaser, author

izing and directing the same to make payment to Unit Operator of the purch-£ 

price of such defaulting party's share of unitized substances u n t i l written 

notice from Unit Operator that such defaulting party's indebtedness to 'i,-,. 
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Operator has been paid or secured, which notice Unit Operator agrees to 

give immediately upon the payment or securing as aforesaid of that 

indebtedness. Any pipe line or other purchaser of said unitized sub

stances making payments in accordance with the terms and provisions of 

this Sub-Section (3) shall be released from l i a b i l i t y to such defaulting 

party for a l l payments so made to Unit Operator and shall not be charged 

with seeing to the application thereof by Unit Operator nor with the 

obligation of determining whether such default is existing or has been cured. 

(4) Any and a l l other remedies which Unit Operator may have in 

law or in equity. 

7. DRILLING ON LAND NOT INCLUDED IN A PARTICIPATING AREAt. Any 

well d r i l l e d on unitized land not included in a participating area pursuant 

to Section 13 of said Unit Agreement shall be d r i l l e d and completed into 

the flow tanks i f productive or plugged and abandoned i f dry, at the sole 

cost and expense of the party or parties owning or controlling the working 

interest of the regular well spacing unit upon which said well was d r i l l e d . 

I f such well is d r i l l e d by Unit Operator the cost thereof may be estimated 

by the Unit Operator in the same manner as provided in Section 6 of this 

agreement and the Working Interest Owner of the tract on which said well 

is d r i l l e d shall be furnished with such estimate and shall advance and pay 

to Unit Operator the amount so estimated on or before the f i r s t day of the 

month in which the expenditures are to be incurred. 

Any well d r i l l e d on unitized land other than the test wells pro

vided for in Section 3 hereof and not included in a participating area, 

which is lawfully required to be d r i l l e d on such land by the Secretary of 

the Interior, or his representative, or which is d r i l l e d pursuant to an 

approved plan of "Further development and Operation" as provided by Section 

10 of said Unit Agreement, i f the same results in a dry hole or a well not 

capable of producing unitized substances in paying quantities or quantities 

not sufficient to warrant the inclusion of the same in an existing par

ticipating area or in the establishment of a new participating area, shal.> 

be paid for on the following basisi 
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A d r i l l i n g unit for each such well shall be formed prior to the 

d r i l l i n g thereof by including the 160 acre legal subdivision upon which 

the well is to be dr i l l e d and each 160 acre legal subdivision contiguous 

thereto so that such d r i l l i n g unit shall be in the form of a square con

taining nine (9) 160 acre legal subdivisions, provided however, any portion 

of such square which f a l l s within an established participating area shall 

be excluded therefrom. The cost of said well shall be borne by the owners 

of working interests within said d r i l l i n g unit proportionately on an 

acreage basis, and Unit Operator may require such Working Interest Owners 

to advance their proportionate part of the estimated cost thereof as 

provided by Section 6 hereof. 

In the event said well is completed as a well capable of pro

ducing unitized substances but not in sufficient quantities to warrant 

the formation of a participating area therefor or the inclusion of the 

same within an existing participating area, and the Working Interest Owner 

or Owners of the tract upon which such well is d r i l l e d desire to take over 

and produce such well, they may do so as provided in Section 6 hereof. 

Unless such Working Interest Owners elect to take over such well, Unit 

Operator may thereafter operate the same for the benefit and at the sole 

cost and expense of the party or parties including i t s e l f who have borne 

the cost and expense of d r i l l i n g , testing, equipping and completing such 

well in the proportion that they have borne such costs and expenses. 

In the event such well is completed as a well capable of producir 

unitized substances in such quantities that the land upon which i t is 

situated may be properly included i n a participating area, then, in such 

event, promptly after the inclusion of such well within a then existing 

participating are, or in a new participating area established as a result 

of discovery of production in paying quantities in such well, the cost 

thereof shall be paid by the Working Interest Owners in the participating 

area, as enlarged, or established by reason of such well, proportionately 

on an acreage basis and the accounts of such parties shall promptly be 

adjusted on the following basis: 
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(a) If such well shall have been included in a then existing 

participating area, there shall be an investment adjustment of tangible 

and intangible costs of prior development and operation as provided in 

Sections 8-A and 8-B hereof, respectively. 

(b) If such well be included in, a new participating area estab

lished as a result of discovery of production in paying quantities in such 

well, there shall be an investment adjustment in cash without interest by 

the Working Interest Owners in the participating area so established pro

portionately on an acreage basis as provided in Section 6 hereof. 

8. UPON THE ENLARGEMENT OF ANY PARTICIPATING AflEAt 

A. TANGIBLE EQUIPMENT! There shall be an adjustment of the 

investment in al l items of tangible equipment between the Working Interest 

Owners in the old participating area and the Working Interest Owners in 

the tracts admitted thereto upon enlargement, to the end that each Working 

Interest Owner in the participating area as enlarged shall pay for and own 

an undivided interest in the total of all such items of tangible equipment 

proportionate to such Working Interest Owners' interest in the participating 

area as enlarged. For the purpose of such adjustment of investment, all 

items of tangible equipment shall be valued as follows: 

(1) MATERIAL AND EQUIPMENT ON NEW LANDS ADDED TO THE PARTI

CIPATING AREA: All items of tangible equipment on the new tracts being 

admitted to the participating area shall be valued on the basis of the 

actual cost to the Working Interest Owner or Owners who contribute such 

equipment to the participating area. 

(2) MATERIAL AND EQUIPMENT ON PARTICIPATING AREA BEFCRE 

ENLARGEMENT: For the purpose of any adjustments made during the three-year 

period next following the effective date of the establishing of the initial 

participating area, all derricks, casing, tubing, wellhead connections, 

and other materials installed in the wells, as well as all other items of 

material and equipment, shall be valued on a basis of cost to the Working 

Interest Owners in the participating area. From and after the three-year 

period next following the establishing of the initi a l participating area, 

all material and equipment on the participating area before enlargement shall 
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be valued on the basis of appraised condition value. 

B. INTANGIBLE COSTS . There shall be an adjustment of intangible 

costs between the Working Interest Owners in the old participating area 

and the Working Interest Owners in the tracts admitted thereto upon 

enlargement upon the following basisi 

(1) Unit Operator shall determine the t o t a l cost per acre of 

a l l items properly chargeable as intangible costs in the development of 

the enlarged participating area to the effective date of the enlargement 

of the participating area as such effective date is provided by the Unit 

Agreement. 

(2) After the per acre costs have been determined as provided 

in paragraph (1) hereof, the Unit Operator shall make such adjustments in 

the accounts of the respective Working Interest Owners as may be necessary 

to equalize the per acre costs as between a l l Working Interest Owners in 

the enlarged participating area. Unit Operator shall then furnish a 

summarized statement to each Working Interest Owner, said statements to 

show the amount credited or charged to each Working Interest Owner by 

reason of said adjustment. Thereafter the cost of a l l additional opera

tions in said participating area as enlarged shall be borne ratably by 

the Working Interest Owners on an acreage basis. 

Except for the adjustments of investments in tangibles and i n 

tangibles in this Section 8 provided for, there shall never be any other 

adjustment of expenditures upon the enlargement of a participating area. 

9. LEASE RENTALS AND ROYALTIES: Each Working Interest Owner, 

at least 30 days prior to the time any rental shall become due and payable 

under any o i l and gas lease of such Working Interest Owner committed to 

said Unit Agreement, shall furnish Unit Operator with satisfactory 

evidence that said rental has been paid. The Unit Operator shall incur 

no l i a b i l i t y for failure to pay any rental due under the terms of any 

o i l and gas lease committed to said Unit Agreement within the time and 

manner provided in such lease. 
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In the event any rentals are paid by the Unit Operator, the same 

shall be charged to the joint account and billed to the party responsible 

for the payment of the same. . 

Each working interest owner shall be responsbile for and shall 

pay a l l royalties due and a l l overriding royalties and o i l payments i f any 

payable out of their respective working interests. 

10. INSURANCE AND DRILLING RATES: After the discovery of 

unitized substances in paying quantities upon any of the lands embraced 

in the unit area, the Unit Operator is hereby authorized to d r i l l any and 

a l l wells required under the provisions of said Unit Agreement or any plan 

or modification thereof adopted under Section 10 of said Unit Agreement. 

All contracts for the d r i l l i n g of wells on the unit shall be l e t 

to responsible contractors and shall provide for rates of pay not in excess 

of the customary rates prevailing in the f i e l d in which said leases are 

located. Unit Operator, i f i t so desires, may employ i t s own tools and 

equipment in the d r i l l i n g of wells, but in such event the charge therefor 

shall not exceed the prevailing rate in the f i e l d and such work shall be 

performed by the Unit Operator under the same terms and conditions as 

shall be customary and usual in the f i e l d in contracts of independent 

contractors who are doing work of similar nature. 

Unit Operator, at a l l time while operations are conducted 

on the unit area, shall carry and require a l l of i t s contractors to carry 

insurance to indemnify, protect and save the parties hereto harmless, as 

follows: 

(a) Workmen's compensation and employers l i a b i l i t y i n 

surance in accordance with the laws of the State of New Mexico. 

(b) Public l i a b i l i t y insurance with limits of not less than 

$50,000.00 as to any one person and $100,000.00 as to any one accident,and 

property damage l i a b i l i t y insurance with a l i m i t of not less than $10,000.00 

for each accident. 

(c) Automobile public l i a b i l i t y insurance with limits of not 

less than $25,000.00 and $50,000.00,and automobile property damage insurance 
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with a limit of not less than $5,000.00 to cover a l l automotive equipment. 

All policies obtained and carried pursuant to subdivisions (b) 

and (c) above must be written by a stock and not a mutual company. Unit 

Operator shall provide neither fire, windstorm, nor explosion insurance 

for the joint account of the parties hereto. 

11. ASSIGNMENTS OF UNDIVIDED INTERESTS; Any party hereto may, 

at any time, subject to the provisions of this agreement, transfer or assign 

to another party hereto, or to others, a l l or any portion of its interest 

under this agreement, with respect to a l l or part of the lands then covered 

thereby, and upon such transfer or assignment the transferee or assignee 

shall become a party to and become bound by a l l the terms and provisions 

of this agreement with the same force and effect as if i t originally 

executed i t , but such assignor shall not be relieved of any responsibility 

or liability hereunder accruing on or prior to the actual assignment or 

transfer without the consent in writing of a l l parties then owning and 

holding the remaining interest. 

Such transfer, assignment or conveyance of any interest shall not 

be binding on any party, other than the party transferring, assigning or 

conveying the same, unless and until the first day of the calendar month 

after the original, a photostatic copy or a certified copy of the recorded 

instrument evidencing such change in ownership has been delivered to Unit 

Operator. 

It is understood and agreed that whenever an assignment or assign

ments of undivided Working Interests are made which result in more than two 

parties owning working interests in any of the tracts covered by this agree

ment, the Unit Operator shall be furnished with a recordable instrument 

executed by all such parties designating one of said parties to act as agent 

for all parties, and Unit Operator shall b i l l only said Agent for the 

aggregate amount due by a l l of said parties and shall likewise account to 

said Agent for all income due said parties. 
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12. SURRENDER OR TERMINATION OF INTERESTSt Any Working Interest 

Owner shall have the right at any time while not in default of any of the 

provisions hereof or indebted to the j o i n t account to be relieved of a l l 

further obligations, except the obligation to pay such party's propor

tionate part of the cost of any well then d r i l l i n g under this agreement 

by assigning, subject to the approval of the Director of the Bureau of 

Land Management, Department of the Interior, or the Commissioner of Public 

Lands, as the case may be, to the other parties hereto, i n proportion to 

the interest then severally held by them in the unit area, a l l of the 

committed working interest in the unit area of the Working Interest Owner 

desiring to be relieved of such further obligations. Such interest shall 

be assigned free and clear of a l l liens and encumbrances. In such event 

the Unit Operator shall pay to the Working Interest Owner desiring to be 

relieved of such further obligations, a f a i r secondhand value to be mutually 

agreed upon between the Unit Operator and such Working Interest Owners, less 

the cost of salvaging the same, a l l such party's proportionate interest in 

a l l casing, material, equipment, fixtures, and personal property belonging 

to the j o i n t account, and Unit Operator shall charge the amount so paid to 

the j o i n t account. 

13. REPRESENTATIVES - INSPECTION OF OPERATIONS AND RECORDSt Each 

owner of a working interest shall have the right to designate in writing, 

delivered to Unit Operator, a representative to receive reports and state

ments and represent each such Working Interest Owner in such matters as 

are herein specifically provided for, and the term "representative" as 

herein used shall refer to the representative so designated by a Working 

Interest Owner. Any representative so designated may be changed from time 

to time by his principal's appointing a new representative and by notify

ing the Unit Operator in writing of such action. 

The Working Interest Owners in any tract in which the working 

interest is owned by more than one Working Interest Owner in undivided 

shares shall designate in writing delivered to Unit Operator a representative 
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who shall be authorized to represent and act for them in a l l matters 

provided for in said Sections. The matter of the distribution and appor

tionment of costs and expenses chargeable against the Working Interest 

Owners of such tract and of the division of revenue among them shall be 

provided for in a separate agreement entered upon by such Working Interest 

Owners and f i l e d with Unit Operator. 

Unit Operator shall not, however, be liable or responsible for 

any injury or injuries of any kind or character which any agent or repre

sentative of any Working Interest Owner may suffer while on or at any tract 

of unitized land or any well thereon or while going to or from any such 

tract or well thereon. 

14. FURTHER INSTRUMENTS: Each party hereto agrees that i t w i l l 

execute such contracts, surrenders, assignments, or other instruments neces

sary or required to carry out and make effectual, a l l or any of the provisions 

of this agreement. 

15. RELATIONSHIP OF PARTIES. I t is expressly agreed and under

stood that by this agreement and the Unit Agreement i t is not the intention 

of the parties hereto to create a partnership or association. The duties, 

obligations and l i a b i l i t i e s of the parties hereto are intended to be 

several and not jo i n t or collective, and nothing contained in this agree

ment or in the Unit Agreement shall ever be construed to create a trust 

or association or to impose a partnership duty, obligation or l i a b i l i t y 

with respect to any one or more of the parties hereto. 

Each party shall be individually responsbile only for i t s own 

obligations as set out in said agreements and shall be liable only for 

i t s proportionate share of the costs and expenses as herein and therein 

stipulated. 

Whenever in this agreement reference is made to operations for 

the j o i n t account of any of the parties hereto or to charges or credit 

to a j o i n t account, or whenever similar language is used, the parties 

use such language merely as a convenient method of referring to the 
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accounting necessary between them and i t is agreed that no such phraseology 

shall ever be construed as creating any j o i n t l i a b i l i t y upon the part of 

the parties hereto for any obligation incurred under this agreement of 

the Unit Agreement; or as setting apart or creating any fund or j o i n t l y 

owned property for the satisfaction of any such obligation; or as creating 

a common fund for any other purpose. 

No funds received by Unit Operator under this agreement or the 

Unit Agreement, whether received as proceeds from the sale of unitized 

substances, or as advances or as payments on account of costs or expenses, 

or otherwise, need be segregated by Unit Operator or maintained by i t as 

a jo i n t fund, but may be commingled with i t s own funds and distributed 

by Unit Operator as provided for in the said agreements. 

i 6« FORCE MAJEURE; All obligations of Operator hereunder shall 

be suspended while, but only as long as, Operator is prevented or hindered 

from complying therewith in whole or in part, by any disturbance, Acts 

of God, or of the Government of the United States, or any other authority, 

i n a b i l i t y to obtain materials, unavoidable accidents, or other matters 

beyond the control of the Operator, whether similar to the matters 

specifically enumerated herein or not. 

17. CONTRACT SUBJECT TO APPLICABLE LAWS. RULES. REGULATIONS 

AND UNIT AGREEMENT; This contract and a l l the provisions thereof and 

a l l operations and transactions hereunder or pursuant hereto shall be 

subject to a l l applicable laws and valid rules and regulations of any 

Federal or State authority having jurisdiction; and in the event any 

of the provisions hereof shall be found to be contrary to or conflict 

with any such law, rule or regulation, or with the terms and conditions 

of said Unit Agreement, such law, rule or regulation, or the Unit Agreement, 

as the case may be, shall govern and this contract shall be deemed modified 

and amended accordingly. 
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18. EFFECTIVE DATE AND TERM; This Unit Operating Agreement 

shall become effective as of the effective date of the Unit Agreement 

for the evelopment and Operation of the Poker Lake Area, and shall 

remain in f u l l force and effect during the l i f e of such Unit Agreement, 

and the provisions hereof shall be considered as covenants running with 

the ownership of the respective o i l and gas leases committed by the 

parties hereto to said Unit Agreement, and shall be binding upon the 

heirs, personal representatives, successors, and assigns of the parties 

hereto. 

19. SUBSEQUENT JOINDER i Owners of working interests within 

the Unit Area who have not committed their interests to the Unit Agree

ment prior to the time operations are commenced upon the i n i t i a l test 

well to be d r i l l e d in accordance with Section 3 hereof and who have not 

subscribed to this Agreement, may commit their interests to said Unit 

Agreement in the manner provided by the terms thereof, provided, however, 

they shall also subscribe to this Agreement, or a counterpart thereof, 

or r a t i f y the same. 

In committing their interests to said Unit Agreement, said 

owners shall also make an equitable adjustment with the Unit Operator 

for the benefit of the working interest owners who have theretofore 

incurred costs and expenses in the operations under the terms of said 

Unit Agreement and this Agreement. The terms of such adjustment shall 

be approved by a majority of the working interest owners on an acreage 

basis, provided, however, i f one owner owns more than a majority of the 

working interest committed to the Unit Agreement, such adjustment shall 

be concurred in by at least one other working interest owner. 

20. COUNTERPARTSt. This agreement may be executed i n any 

number of counterparts with the same force and effect as i f a l l parties 

had signed the same document or this agreement may be r a t i f i e d with l i k e 

force and effect by a separate instrument in writing specifically referring 

hereto. 
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IN WITNESS WHEREOF, 

and year first above written. 

Date 

3~ Its-*-

this agreement is executed as of the day 

PARTY OF THE FIRST PART 

UNIT OPERATOR 
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WORKING INTEREST OWNERS 

DATE 
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STATE 

COUNTY 0?~lz¥-^~ 

On this / y\f day of ^Yt^.^^-Ju , 1952, before me 

personally appeared ' R x A k K W ^ 

to me personally known to be the person described in and who executed 

the above and foregoing instrument on behalf of RICHARDSON & BASS, a 

co-partnership, composed of S.W. Richardson and Perry R. Bass, and 

acknowledged that he executed the same as his own free act and deed 

and as the free act and deed of said partnership. 

IN WITNESS WHEREOF, I have hereunto set my hand and o f f i c i a l 

seal the day and year in this certificate above written. 

x Y< ITU?™,-* S -
Notapy Public 

My Commission Expires 
My Commission Expires Maicli 14.1955 " 

STATE OF^ ̂ >-»-^^ J^ K^ ) 

COUNTY OF 

On this | % day of '"^TK'^XJ-^ , 1952, before me personally 

appeared — ^ . Vkj . (\^>yt^cV<u^v^ Cy^Jj Q I I J J V J X ^ ^ . (^CVMJ, 

to me personally known to be the person c\_ described in and who executed 

the foregoing instrument, and acknowledged that -fhe^ executed the same 

free act and deed. 

IN WITNESS VJHEREOF, I have hereunto set my hand and o f f i c i a l 

seal the day and year in this certificate above written. 

My Commission Expires: Notary 

r?,ffT~::t:.-r... , , 

ary Public '±y' 
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STATE OF - TOTftS ) 
)SS 

COUNTY OF HTm.flNn ) 
On this 1Q day of iTtir}C! , 195 _, before me personally appeared 

•ftpr'fi to me personally known who being by me: 
duly sworn, did say that he is the YlanPresident of rpyp? STTpFftTrra nTT. 

flriMPQHY and that the seal affixed to said instrument is 
the corporate seal of said corporation, and that said instrument was signed and 
sealed i n behalf of said corporation by authority of i t s Board of Directors, and 
said yfrmaw* K acknowledged said instrument to be the 
free act and deed of said corporation. 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my o f f i c i a l seal 
on this the day and year last above written. 

My Commission Expires: 
Notary Public 

My Commission Expires Juno I , 1953 
ANN ADAMS 

STATE OF ) 
)SS 

COUNTY OF ) 

On this day of , 195 , before me personally appeared 
to me personally known who being by me 

duly sworn did say that he is the President of 
and that the seal.affixed to said instrument is 

the corporate seal of said corporation, and that said instrument was signed and 
sealed in behalf of said corporation by authority of i t s Beard of Directors, and 
said acknowledged said instrument to be the 
free act and deed of said corporation. 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my o f f i c i a l seal 
on this the day and year last above written. 

My Commission Expires: __________________ . 
Notary Public 

STATE OF ) 
)SS 

COUNTY OF ) 

On this day of ,195 , before me personally appeared 
to me personally known who being by me 

duly sworn did say that he is the President of 
and that the seal affixed to said instrument is 

the corporate seal of said corporation, and that said instrument was signed and 
sealed in behalf of said corporation by authority of i t s Board of Directors,and 

acknowledged said instrument to be the 
free act and deed of said corporation. 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my o f f i c i a l seal 
on this the day and year last above written. 

My Commission Expires: Notary Public 
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STATE 0^^c^>A>4^J^x- ) 

T )ss 
COUNTY OP J-^r*- VjQN^^A^i . ) 

On this 1 & day of C = :yYVt>^x^- ,1951., before me personally appeared 

to me personally known to be the person_o^rjfescribed in and who executed the fore
going instrument, and acknowledged that -fng ̂ executed the same as^vJtAoJ^ free 
act and deed. \ i 

IN WITNESS WHEREOF, I have hereunto set my hand and official seal the day and 
year in this certificate above written. fa ,/ 
My Commission Expires 

My Comralsjion Expires March 14,1955 

STATE OF 

COUNTY OF 

Uotary PubHc 

On this day of , __,195 , before me personally rppearcd 

to me personally known to be the person described in and who executed the fore
going instrument, and acknowledged that he executed the same as 
free act and deed. 

IN '"ITMESS WHEREOF, I have hereunto set my hand and o f f i c i a l seal the day 
and year in this certificate f i r s t above written. 

My Commission Expires: 
Notary Public 

STATE OF ) 
)SS 

COUNTY OF ) 

On this day of , 195 , before me personally appeared 

to me personally known to be the person described in and who executed the fore
going instrument and acknowledged that he executed the same as 
free act and deed. 

IM WITNESS WHEREOF, I have hereunto set my hand and o f f i c i a l seal the day 
and year in this certificate last above written. 

My Commission Expires: 
Notary Public 

STATE OF ) 
)SS 

COUNTY OF ) 

On this day of , 195 , before me personally appeared 

to me personally known to be the person described in and who executed the fore
going instrument and acknowledged that he executed the same as 
free act and deed. 

IN WITNESS WHEREOF, I have hereunto set my hand and o f f i c i a l sea), the day 
and year in this certificate last above written. 

f.y Commission Expires: Notary Public 



STATE OF TEXAS & 

0 
COUNTY. OF TARRANT 5 

On this 2Wth day of June, 1952, before me personally 

-appeared H. H. HINSON to me personally known, who being by me 

- f i r s t duly sworn, did say that he i s Attorney i n Fact for 

CONTINENTAL OIL COMPANY, a corporation, and that said instrument 

was signed i n behalf of said corporation by authority of i t s 

Board of Directors, and said H. H. HINSON acknowledged said 

instrument to be his free and voluntary act and deed and the 

free and voluntary act and deed of said corporation for the uses 

specified therein. 

.- IN WITNESS HEREOF, I have hereunto set ray hand and 

affixed my o f f i c i a l seal on th i s , the day and year f i r s t above 

written. 

Notary'public, Ta£rant County 
{/' Texas 

My commission expires: 



STATE OF ) 
)SS 

courrry OF I 
On this day of ,195 , before me personally appeared 

to me personally known to be the person described in and who executed the fore
going instrument, and acknowledged that he executed the same as free 
act and deed. 

IN WITNESS WHEREOF, I have hereunto set my hand and o f f i c i a l seal the day and 
year in this certificate above written. 
My Commission Expires: 

Notary Public 

STATE OF __) 
)SS 

COUNTY OF ; ) 

On this day of ,195 , before me personally appeared 

to me personally known to be the person described in and who executed the fore
going instrument, and acknowledged that he executed the same as 
free act and deed. 

IN WITNESS WHEREOF, I have hereunto set my hand and o f f i c i a l seal the day 
and year in this certificate f i r s t above written. 

My Commission Expires: 
Notary Public 

STATE OF ) 
)SS 

COUNTY OF ) 

On this day of , 195 , before me personally appeared 

to me personally known to be the person described in and who executed the fore--
going instrument and acknowledged that he executed the same as 
free act and deed. 

IM WITNESS WHEREOF, I have hereunto set my hand and o f f i c i a l seal the day 
and year in this certificate last above written. 

My Commission Expires: 
Notary Public 

STATE OF , ) 
)SS 

COUNTY OF ) 

On this day of , 195 , before me personally appeared 

to me personally known to be the person described in and who executed the fore
going instrument and acknowledged that he executed the same as 
free act and deed. 

IN WITNESS WHEREOF, I have hereunto set my hand and o f f i c i a l seal the day 
and year in this certificate last above written. 

f-'.y Commission Expires: Notary Public 



EXHIBIT " I " M o d t l £orm-PASO-1949-l 

Attached to and made a part of POKER LAKE UNIT OPERATING AGREEMENT 

A C C O U N T I N G P R O C E D U R E 
(UNIT AND JOINT L E A S E OPERATIONS) 

I. G E N E R A L PROVISIONS 
1. Definitions 

The term "joint property" as herein used shall be construed to mean the subject area covered by the agreement 
to which this' "Accounting Procedure" is attached. 
The term "Operator" as herein used shall be construed to mean the party designated to conduct the development 
and operation of the leased premises for the joint account. 
The term "Non-Operator" as herein used shall be construed to mean any one or more of the non-operating 
parties. 

2. Statements and Billings 
Operator shall b i l l Non-Operator on or before the lasl day of each month for its proportionate share of costs and 
expenditures during the preceding month. Such bills wil-l be-, accompanied by statements, reflecting the total 
costs and charges as set forth under Sub-Paragraph-,- C, •-. below: 
A. Statement in detail of all charges and credits to the joint account. 
B. Statement of all charges and credits to the joint account, summarized by appropriate classifications indica

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

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

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

3. Payments by Non-Operator 
Each party shall pay its proportion of all such bills wi th in f if teen (15) days after receipt thereof. I f payment 
is not made within such time, the unpaid balance shall bear interest at the rate of six per cent ( 6%) per annum 
unt i l paid. 

4. Audits -
Payment of any such bills shall not prejudice the right of Non-Operator to protest or question the correctness 
thereof. A l l statements rendered to Non-Operator by Operator during any calendar year shall be conclusively 
presumed to be true and correct after eighteen months following the close of any such calendar year, unless 
within said eighteen months period Non-Operator takes writ ten exception thereto and makes claim on Operator 
for adjustment. Failure on the part of Non-Operator to make claim on Operator for adjustment wi th in such 
period shall establish the correctness thereof and preclude the f i l i ng of exceptions thereto or the making of 
claims for adjustment thereon. A Non-Operator, upon notice in wr i t ing to Operator and all other Non-
Operators, shall have the right to audit Operator's accounts and records relating to the accounting hereunder, 
wi thin eighteen months next following the close of any calendar year. Non-Operator shall have six months next 
following the examination of the Operator's records wi th in which to take writ ten exception to and make any 
and all claims on Operator. The.provisions of this paragraph shall not prevent adjustments resulting f rom the 
physical inventory of property as provided for in Section V I , Inventories, hereof. 

I I . DEVELOPMENT AND OPERATING CHARGES 
Subject to limitalions hereinafter prescribed, Operator shall charge the joint account wi th the fol lowing items: 

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

2. Labor, Transportation, and Services 
Labor, transportation, and other services necessary for the development, maintenance, and operation of the joint 
property. Labor shall include ( A ) Operator's cost of vacation, sickness and disability benefits of employees, and 
expenditures or contributions imposed or assessed by governmental authority applicable to such labor,' and 
(B) Operator's current cost of established plans for employees' group l i fe insurance, hospitalization, pension, 
retirement, stock purchase, th r i f t , bonus, and other benefit plans of like nature, applicable to Operator's f ie ld 
payroll; provided that the charges under Part (B) of this paragraph shall not exceed five per cent ( 5 % ) of the 
total of such labor charged to the joint account. 

3. Material 
Material, equipment, and supplies purchased or furnished by Operator, for use of the joint property. So far as 
it is reasonably practical and consistent wi th efficient and economical operation, only such material shall be 
purchased for or transferred to the joint property as required for immediate use, and the accumulation of surplus 
stocks shall be avoided. 

4. Moving Material to Joint Property 
Moving material to Ihe joint property f rom Vendor's or f rom Operator's warehouse in the district or f rom the 
other properties of Operator, but in either of the last two events no charge shall be made to the joint account 
for a distance greater than the distance f rom the nearest reliable supply store or railway receiving point where 
such material is available, except by special agreement wi th Non-Operator. 

— 1 — 
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5. Moving Surplus Material from Joint Property 
Moving surplus material from the joint property to outside vendees, if sold f.o.b. destination, or minor returns 
to Operator's warehouse or other storage point. No charge shall be made to the joint account for moving major 
surplus material to Operator's warehouse or other storage point for a distance greater than the distance to the 
nearest reliable supply store or railway receiving point, except by special agreement with Non-Operator; and no 
charge shall be made to the joint account for moving material to other properties belonging to Operator, except 
by special agreement with Non-Operator. 

6. Use of Operator's Equipment and Facilities 
Use of and service by Operator's exclusively owned equipment and facilities as provided in Paragraph 4, of 
Section I I I , "Basis of Charges to Joint Account." 

7. Damages and Losses 
Damages or losses incurred by fixe, flood, storm, or any other cause not controllable by Operator through the 
exercise of reasonable diligence. Operator shall furnish Non-Operator written notice of damage or losses in
curred by fire, storm, flood, or other natural or accidental causes as soon as practicable after report of the same 
has been received by Operator. 

8. Litigation, Judgments, and Claims 
A l l costs and expenses of litigation, or legal services otherwise necessary or expedient for the protection of the 
joint interests, including attorney's fees and expenses as hereinafter provided, together with all judgments ob
tained against the joint account or the subject matter of this agreement; actual expenses incurred by any party 
or parties hereto in securing evidence for the purpose of defending against any action or claim prosecuted or urged 
against the joint account or the subject matter of this agreement. 
A. If a majority of the interests hereunder shall so agree, actions or claims affecting the joint interests here

under may be handled by the legal staff of one or more of the parties hereto, and a charge commensurate 
with the services rendered may be made against the joint account, but no such charge shall be made until 
approved by the legal department of or attorneys for the respective parties hereto. 

B. Fees and expenses of outside attorneys shall not be charged to the joint account unless authorized by the ma
jority of the interests hereunder. 

8. Taxes 
Al l taxes of every kind and nature assessed upon or in connection with the properties which are the subject of 
this agreement, the production therefrom or the operation thereof, and which taxes have been paid by the 
Operator for the benefit of the parties hereto. 

10. Insurance 
A. Premiums paid for insurance carried for the benefit of the joint account, together with all expenditures in

curred and paid in settlement of any and all losses, claims, damages, judgments, and other expenses, in
cluding legal services, not recovered from insurance carrier. 

B. If no insurance is required to be carried, all actual expenditures incurred and paid by Operator in settle
ment of any and all losses, claims, damages, judgments, and any other expenses, including legal services, 
shall be charged to the joint account. 

11. District and Camp Expense 
A proportionate share of the salaries and expenses of Operator's District Superintendent and other general 
district or field employees serving the joint property, whose time is not allocated direct to the joint property, 
and a proportionate share of maintaining and operating a district office and all necessary camps, including 
housing facilities for employees if necessary, in conducting the operations on the joint property and other 
leases owned and operated by Operator in the same locality. The expense of, less any revenue from, these 
facilities shall include depreciation or a fair monthly rental in lieu of depreciation on the investment. Such 
charges shall be apportioned to all leases served on some equitable basis consistent with Operator's accounting 
practice. 

12. Overhead 
Overhead charges, which shall be in lieu of any charges for any part of the compensation or salaries paid to 
managing officers and employees of Operator, including the division superintendent, the entire staff and ex
penses of the division office iDC-QBCtatK ....utLer_Yfir.-locaJC.ed. , and any portion of the office expense 
of the principal business office located at £Q£t_Wor.th >...Tej£aS. , but which are not in lieu of district 
or field office expenses incurred in operating any such properties, or any other expenses of Operator incurred 
in the development and operation of said properties; and Operator shall have the right to assess against the 
joint property covered hereby the following overhead charges: 
A. $ _5_UQ£L_ per month for each drilling well, beginning on the date the well is spudded and 
terminating when it is on production or is plugged, as the case may be, except that no charge shall be made 
during the suspension of drilling operations for fifteen (15) or more consecutive days. 
B. $ ?5.DjQ.... per well per month for the first five (5) producing wells. 
C. $ 5.Q.D.Q.... per well per month for the second five (5) producing wells. 
D. $ 4Q.QQ.... per well per month for all producing wells over ten (10). 
E. In connection with overhead charges, the status of wells shall be as follows: 

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

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

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

(5) Various wells may be shut down temporarily and later replaced on production. If and when a well 
is shut down (other than for proration) and not produced or worked upon for a period of a fu l l calen--
dar month, it shall not be included in the overhead schedule for such month. 

(6) Salt water disposal wells shall not be included in overhead schedule. 



F. The above overhead schedule on producing wells shall be applied to individual leases; provided that, 
whenever leases covered by this agreement are operated as a unitized project in the interest of economic 
development, the schedule shall be applied to the total number of wells, irrespective of individual leases. 

G. The above specific overhead rates may be amended from time to time by agreement between Operator 
and Non-Operator if, in practice, they are found to be insufficient or excessive. 

13. Warehouse Handling Charges 
None ' 

14. Other Expenditures 
Any other expenditure incurred by Operator for the necessary and proper development, maintenance, and 
operation of the joint property. 

III. BASIS OF CHARGES TO JOINT ACCOUNT 
1. Purchases 

Material and equipment purchased and service procured shall be charged at price paid by Operator, after de
duction of all discounts actually received. 

2. Material Furnished by Operator 
Material required for operations shall be purchased for direct charge to joint account whenever practicable, 
except that Operator may furnish such material from Operator's stocks under the following conditions: 
A. New Material (Condition "A") 

(1) New material transferred from Operator's warehouse or other properties shall be priced f. o. b. the 
nearest reputable supply store or railway receiving point, where such material is available, at current 
replacement cost of the same kind of material. This will include material such as tanks, rigs, pumps, 
sucker rods, boilers, and engines. Tubular goods (2" and over), shall be priced on carload basis effective 
at date of transfer and f. o. b. railway receiving point nearest the joint account operation, regardless 
of quantity transferred. 

(2) Other material shall be priced on basis of a reputable supply company's Preferential Price List ef-
fective at date of transfer and f. o. b. the store or railway receiving point nearest the joint account 

GOK 'jIkiuVi»'lOM I I I U V - i i .%:aiYH0E2 lO^.OBUT CJ ) p L 

°* "IV. TDISPOSAL OF LEASE EQUIPMENT AND MATERIAL 

The Operator shall be under no obligation to purchase interest of Non-Operator in surplus new or secondhand 
material. Derricks, tanks, buildings, and other major items shall not be removed by Operator from the joint 
property without the approval of Non-Operator. Operator shall not sell major items of material to an outside 
party without giving Non-Operator an opportunity either to purchase same at the price offered or to take Non-
Operator's share in kind. 
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F. The above overhead schedule on producing wells shall be applied to individual leases; provided that, 
whenever leases covered by this agreement are operated as a unitized project in tbe interest of economic 
development, the schedule shall be applied to the total number of wells, irrespective of individual leases. 

G. The above specific overhead rates may be amended from time to time by agreement between Operator 
and Non-Operator if, in practice, they are found to be insufficient or excessive. 

13. Warehouse Handling Charges 
None 

14. Other Expenditures 
Any other expenditure incurred by Operator for the necessary and proper development, maintenance, and 
operation of the joint property. 

UI. BASIS OF CHARGES TO JOINT ACCOUNT 
1. Purchases 

Material and equipment purchased and service procured shall be charged at price paid by Operator, after de
duction of all discounts actually received. 

2. Material Furnished by Operator 
Material required for operations shall be purchased for direct charge to joint account whenever practicable, 
except that Operator may furnish such material from Operator's stocks under the following conditions: 
A. New Material (Condition "A") 

(1) New material transferred from Operator's warehouse or other properties shall be priced f. o. b. the 
nearest reputable supply store or railway receiving point, where such material is available, at current 
replacement cost of the same kind of material. This will include material such as tanks, rigs, pumps, 
sucker rods, boilers, and engines. Tubular goods (2" and over), shall be priced on carload basis effective 
at date of transfer and f. o. b. railway receiving point nearest the joint account operation, regardless 
of quantity transferred. 

(2) Other material shall be priced on basis of a reputable supply company's Preferential Price List ef
fective at date of transfer and f. o. b. the store or railway receiving point nearest the joint account 
operation where such material is available. 

(3) Cash discount shall not be allowed. 
B. Used Material (Condition "B" and "C") 

(1) Material which is in sound and serviceable condition and is suitable for reuse without reconditioning 
shall be classed as Condition "B" and priced at 75% of new price. 

(2) Material which cannot be classified as Condition "B" but which, 
(a) After reconditioning will be further serviceable for original function as good second hand material 

(Condition "B"), or 
(b) Is serviceable for original function but substantially not suitable for reconditioning, 
shall be classed as Condition "C" and priced at 50% of new price. 

(3) Material which cannot be classified as Condition "B" or Condition "C" shall be priced at a value com
mensurate with its use. 

(4) Tanks, derricks, buildings, and other equipment involving erection costs shall be charged at applicable 
percentage of knocked-down new price. 

3. Warranty of Material Furnished by Operator 
Operator does not warrant the material furnished beyond or back of the dealer's or manufacturer's guaranty; 
and, in case of defective material, credit shall not be passed until adjustment has been received by Operator 
from the manufacturers or their agents. 

4. Operator's Exclusively Owned Facilities 
The following rates shall apply to service rendered to the joint account by facilities owned exclusively by 
Operator: 
A. Water service, fuel gas, power, and compressor service: At rates commensurate with cost of providing and 

furnishing such service to the joint account but not exceeding rates currently prevailing in the field where 
the joint property is located. 

B. Automotive Equipment: Rates commensurate with cost of ownership and operation. Such rates should 
generally be in line with schedule of rates adopted by the Petroleum Motor Transport Association, or some 
other recognized organization, as recommended uniform charges against joint account operations and revised 
from time to time. Automotive rates shall include cost of oil, gas, repairs, insurance, and other operating 
expense and depreciation; and charges shall be based on use in actual service on, or in connection with, the 
joint account operations. Truck, tractor, and pulling unit rates shall include wages and expenses of driver. 

C. A fair rate shall be charged for the use of drilling and cleaning-out tools and any other items of Operator's 
fully owned machinery or equipment which shall be ample to cover maintenance, repairs, depreciation, 
and the service furnished the joint property; provided that such charges shall not exceed those currently 
prevailing in the field where the joint property is located. 

D. Whenever requested, Operator s b i u i n t o ^ , • i rucj icvci jcyucakcu, yyvifUU* &uy4i •HUMVUll .WiWVAW * ^ +*» BUV.nCO'01 UIC raXeg It'PTOPOSCX tO~ CBaTCC. 
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CONTINUATION I I I BASIS OF̂ HAROBS TO JOINT ACCOUNT , 

5. In the event any f i e l d f a c i l i t i e s are owned by the Unit Operator other 

than those specified in I I I , Paragraph 4, above, or in the event that any-

f i e l d f a c i l i t i e s are owned by any group of Working Interest Owners and such 

f a c i l i t i e s are used for the benefit of any other Working Interest Owners 

not having an interest therein, Unit Operator shall make a rental charge Co 

tho group of Working Interest Owners using such f a c i l i t i e s hascd upon the 



14.° Other Expenditures 
Any other expenditure incurred by Operator for the necessary and proper development, maintenance, and 
operation of the joint property. 

III. BASIS OF CHARGES TO JOINT ACCOUNT 
1. Purchases 

Material and equipment purchased and service procured shall be charged at price paid by Operator, alter de
duction of all discounts actually received. 

2. Material Furnished by Operator 
Material required for operations shall be purchased for direct charge to joint account whenever practicable, 
except that Operator may furnish such material from Operator's stocks under the following conditions: 
A. New Material (Condition "A") 

(1) New material transferred from Operator's warehouse or other properties shall be priced f. o. b. the 
nearest reputable supply store or railway receiving point, where such material is available, at current 
replacement cost of the same kind of material. This wil l include material such as tanks, rigs, pumps, 
sucker rods, boilers, and engines. Tubular goods (2" and over), shall be priced on carload basis effective 
at date of transfer and f. o. b. railway receiving point nearest the joint account operation, regardless 
of quantity transferred. 

(2) Other material shall be priced on basis of a reputable supply company's Preferential Price List ef
fective at date of transfer and f. o. b. the store or railway receiving point nearest the joint account 
operation where such material is available. 

(3) Cash discount shall not be allowed. 
B. Used Material (Condition "B" and "C") 

(1) Material which is in sound and serviceable condition and is suitable for reuse without reconditioning 
shall be classed as Condition "B" and priced at 75% of new price. 

(2) Material which cannot be classified as Condition "B" but which, 
(a) After reconditioning wil l be further serviceable for original function as good second hand material 

(Condition "B"), or 
(b) Is serviceable for original function but substantially not suitable for reconditioning, 
shall be classed as Condition "C" and priced at 50% of new price. 

(3) Material which cannot be classified as Condition "B" or Condition "C" shall be priced at a value com
mensurate with its use. 

(4) Tanks, derricks, buildings, and other equipment involving erection costs shall be charged at applicable 
percentage of knocked-down new price. 

3. Warranty of Material Furnished by Operator 
Operator does not warrant the material furnished beyond or back of the dealer's or manufacturer's guaranty; 
and, in case of defective material, credit shall not be passed until adjustment has been received by Operator 
from the manufacturers or their agents. 

4. Operator's Exclusively Owned Facilities 
The following rates shall apply to service rendered to the joint account by facilities owned exclusively by 
Operator: 
A. Water service, fuel gas, power, and compressor service: At rates commensurate with cost of providing and 

furnishing such service to the joint account but not exceeding rates currently prevailing in the field where 
the joint property is located. 

B. Automotive Equipment: Rates commensurate with cost of ownership and operation. Such rates should 
generally be in line with schedule of rates adopted by the Petroleum Motor Transport Association, or some 
other recognized organization, as recommended uniform charges against joint account operations and revised 
from time to time. Automotive rates shall include cost of oil, gas, repairs, insurance, and other operating 
expense and depreciation; and charges shall be based on use in actual service on, or in connection with, the 
joint account operations. Truck, tractor, and pulling unit rates shall include wages and expenses of driver. 

C. A fair rate shall be charged for the use of drilling and cleaning-out tools and any other items of Operator's 
fully owned machinery or equipment which shall be ample to cover maintenance, repairs, depreciation, 
and the service furnished the joint property; provided that such charges shall not exceed those currently 
prevailing in the field where the joint property is located. 

D. Whenever requested, Operator shall inform Non-Operator in advance'of the rates it proposes to charge. 
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5. In the event any f i e l d f a c i l i t i e s are owned by the Unit Operator other 

than those specified i n I I I , Paragraph 4, above, or i n the event that any 

f i e l d f a c i l i t i e s are owned by any group of Working Interest Owners and such 

f a c i l i t i e s are used for the benefit of any other Working Interest Owners 

not having an interest therein, Unit Operator shall make a rental charge to 

the group of Working Interest Owners using such f a c i l i t i e s based upon the 

reasonable value thereof and such rental shall be credited to the Unit 

Operator or the Working Interest Owners, as the case may be, owning such 

f a c i l i t i e s . 

6. In the event certain materials can be purchased by Unit Operator only 

at prices in excess of the limitations set forth herein or are not available 

at the nearest supply point, Operator notwithstanding such limitations shall 

be permitted to charge the Joint Account with such costs and expenses as may 
be reasonably incurred i n purchasing and moving the required materials to 
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1. Material Purchased by Operator 
Material; purchased by Operator shall be credited to the joint account and included in the monthly statement 
of operations for the month in which the material is removed from the joint property. 

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

3. Division in Kind 
. -Division.otf-material-in; kind, i f t nade between Operator and Non-Operator, shall be ln proportion to their re

spective interests in such mate"rial.! E a c h f p a r i y ^ U l ' the?W|pdri'rie'cnarged individually 1 with ' thei value o i the 
material received or receivable by 'each''parity and coVr"espcVncUhg credits; wi l l ' t i c ' 'made' by1 'tne' O^^k tb r <6''trie 
joint account, and such credits shall appear in the monthly statement of operations. 

4. Sales to Outsiders 
Sales to outsiders of material f rom the joint property shall be credited by Operator to the joint account at the 
net amount collected by Operator f r o m Vendee. Any claims by Vendee for defective materia] or otherwise 
shall be charged back to the joint account, if and when paid by Operator. 

V. BASIS OF PRICING M A T E R I A L TRANSFERRED FROM JOINT ACCOUNT 
Material purchased by either Operator or Non-Operator or divided in kind, unless otherwise agreed, shall be 
valued on the fol lowing basis: 

1. New Price Defined 
New price as used in the following paragraphs shall have the same meaning and application as that used 
above in Section I I I , "Basis of Charges to Joint Account." 

2. New Material 
New material (Condition " A " ) , being new material procured for the joint account but never used thereon, at 
100% of current new price. 

3. Good Used Material 
Good used material (Condition " B " ) , being used material in sound and serviceable condition, suitable for reuse 
without reconditioning, 
A. At 75% of current new price i f material was charged to joint account as new, or 
B. At 75% of current new price less depreciation consistent wi th their usage on and service to the joint prop

erty, i f material was originally charged to the joint property as secondhand at 75% of new price. 

4. Other Used Material 
Used Material (Condition "C") , being used material which 
A. Af ter reconditioning w i l l be further serviceable for original function as good secondhand material (Con

dition " B " ) , or 
B. Is serviceable for original function but substantially not suitable for reconditioning, 
at 50% of current new price. 

5. Bad-Order Material 
Used material (Condition " D " ) , being material which cannot be classified as Condition " B " or Condition "C", 
shall be priced at a value commensurate wi th its use. 

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

7. Temporarily Used Material 
When the use of material is of a temporary nature and its service to the joint account does not jus t i fy the re
duction in price as provided in Paragraph 3B, above, such material shall be priced on a basis that w i l l leave a 
net charge to the joint account consistent wi th the value of the service rendered. 

V I . INVENTORIES 

1. Periodic Inventories 
Periodic inventories shall be taken by Operator of the joint account material, which shall include al l such 
material as is ordinarily considered controllable by operators of oil and gas properties. 

2. Notice 
Notice of intention to take inventory shall be given by Operator at least ten days before any inventory is to 
begin, so that Non-Operator may be represented when any inventory is taken. 

3. Failure to be Represented 
Failure of Non-Operator to be represented at the physical inventory shall bind Non-Operator to accept the 
inventory taken by Operator, who shall in that event furnish Non-Operator wi th a copy thereof. 

4. Reconciliation of Inventory 
Reconciliation of inventory wi th charges to the joint account shall be made by each party at interest, and a 
list of overages and shortages shall be joint ly determined by Operator and Non-Operator. 

5. Adjustment of Inventory 
Inventory adjustments shall be made by Operator w i t h the joint account for overages and shortages, but Oper
ator shali only be held accountable to Non-Operator for shortages due to lack of reasonable diligence. 

6. Special Inventories 
Special inventories may be taken, at the expense of the purchaser, whenever there is any sale or change of 
interest in the joint property, and it shall be the duty of the party selling to not i fy all other parties hereto as 
quickly as possible after the transfer of interest takes place. In such cases both the seller and the purchaser 
shall be represented and shall be governed by the inventory so taken. 
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ATTESTI 

1* , „ 

Secretary President 
DAT72 

BY 
iieorot&ry President 

OT/STB CF TEXAS ) 

CO&ITY OF Tf,RP.r.nT)°4 

Oa this j g j i <l«y of ^ J ^ m ^ i 1953, before oo 

personally appeared Ferry tf» Haas, to EKK personally fenotai to 

bo tho peroon described in uid who exocutod tho above end 

forogolng instiuw.it oa behalf of RICHARDS If* & a?33t & partner* 

ship, ajnd acknowledged that ho exocutod tho same as bis free 

act and c*eed and tho froo act &nd deed of said partnership. 

IK Win&fii'J WfinRSGF, 1 have hereunto sot ny hnnO and 

affixed ay official coal the day and yo&r ln thie certificate 

above writton. 

.—//) ^.J / |^ 
Ity Coaasiasion Umpires 
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ACKNOWLEDGMENT - NEW..MEXICO FORM. 

STATE OF TEXAS • ) 
) 

COUNTY OF TARRANT -) 

On thia^/^y^ day of ̂ ^*,_^_-^ 19_r.3. before me .-. 

p e F sena 11 y -a-pp ea red—"^£4- < rJ, —^.-^^.4o. - ra e pe rsonally 
known, who being by me f i r s t duly sworn, did say that he i s 
Attorney in Fact for CONTINENTAL OIL COMPANY, a corporation, 
and that., said-instrument, was. signed i n behalf of said 
corporation by authority of i t s Board of Directors, and said 

f ^ ^ ^ ^ ^ x ^ c J acknowledged said instrument to be 
his free and voluntary act and deed and the free and voluntary 
act and deed of said corporation for the uses specified therein, 

IN WITNESS WHEREOF, I have hereunto set my hand and 
affixed my o f f i c i a l seal on t h i s , the day and year f i r s t above 
written. 

Notar^y Public, Tarrant County, 
Texas. 

My commission expires: 

OOUKTY OF 

On this / / day of / 19 efore 
me personally =ippe_red 
to «r,e personally known v.ho being by r/.e duly svjorr., did say 
that he is tbe Y_L; •president of 
THT. H'_:_.;i:: -I LL COMPANY ' ; 
and that the seal ?ffixed to sgid instrument ia the corporate 
seal o f sei-'corporation, and that said instrument was sijned 
and sealed i n behalf of said corporation by authority of i t s 
Board of Directors, and said ff. !_._,',! den 
acknov/ledged said instrument to be the f ] 
said corporation. 

free aot and deed of 

IS £IT? _SS WHEREOF, I have hereunto Bet zy hand 
and affixed rcy o f f i c i a l seal on th i s , the day end year last 
above written. 

(2 
H^ot 

ary Fublic 

iiy Coniniission Expires 
My Commissi"" F.ipires June I, 1953 

ANN ADAMS 
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ISS 
_ _ _ _ _ 

I day o-p 

,peared j l f / ^ ^ , ( f i ' ^ i f — ^ 

) me known to be the person___ de

nted t h e l ^ g p i l ^ • 

executed the same as _. -/-t/t • 

F, I have hereunto net my hand and 

a l tne day and year in this cert i f i -

____ 

ISS 

day of ^ j f ? A J ^ — ' 

ap 
to me known to be the person__r__, de-

cecuted the foregoing instrument, and 

executed the same as pG$lX*> 

EOF, I nave hereunto set my hand and 

aeal the day and year in this cert i f i-



STATE .QE, (^L^L 

OOUKTY OF ±JL*J\ 

0 n t h i B d ? ^ * ^ day ofA ? ? 7 a ^ d j . l r t T g , 

before me personally appearc-d <g^_*__ < ^ ^ / ^ L ^ ^ , ^ 

Q^t^c^ to me known to be the person de-

^ - c r i b e d in and wno executed the foregoing instrument, and 

acknowledged that •_ he exeouted the same as S2^J/> J J > ) 

free act and deed. " 

IN WITNESS WHEREOF, I have hereunto set my hand and 

affixed my o f f i c i a l seal the day and year in this c e r t i f i 

cate above written. 

STA 

COUNTY J / Q M ^ J B S A 

0 n t h i s _£ i day of <qy A j 'X 19<£5 
before me personally appeared^sg^ > 

* to me known to be the person ,' de

scribed in and who executed the foregoing instrument, and 

acknowledged that - & ^ ^ - - Y executed the same as Z ^ C ^ j X ^ 

free act and deed. 

IN WITNESS WHEREOF, I have hereunto set my hand and 

affixed my o f f i c i a l sea.l the day and year in this c e r t i f i 

cate above written. 

, r ?V^SL-A<-^ 
liy Commiseion Expires J Notary Public ^ 



STATii OF CALIFORNIA JJ 

COUNTY OF 1.05 ANGLES JJ 
: ' - .. .„._ _ , ') 

tMs day of ct. ?<.<..• . 1953, before me pcrsoriall)' 
-rapponrcd C. I . . ĈPCRON and .W-TA 0. aVKROP, Ms wife , to mo known to 

be the persons "described i"n _nd who executed the foregoing instnimcnt, 
and acknowledged tliat they executed the same as their free act and 
deed. _ . _ _ 

.: . r., ; I?l U'TTFIĴ .S MIKRKOP,. T have hereunto set my hand and, seal, 
the day and j'ear i n this cer t i f ica te above w i t t e n . 

... My commission expires: 

My Commission Expires March 14.195$ 

Notary P u b l i c ^ 

STATE OF CALIFORNIA JJ 

COUCTY OF LOS ANOELES JJ _ ^ 

OF t h i s i y / ' f day of <•/ f 1953, before ve personally 
-rrppcTired llAI'TCF»"TCMT>^ and lV^/UINR H'lTCHIN.S, his wi fe , to ' 
mc knovm to be the persons described i n and who executed the fore
going instrument, and acknowledged tliat they executed the same as their 
free act and deed. 

IH''.7IW!F__T STOSKROF, T have hereunto set my hand and seal 
the day and year in this cer t i f ica te above w i t t e n . 

My commission expires: 

My Commission Expires March 14, 1955 



SUPPLEMENT TO 
UNIT OPERATING AGREEMENT 

FOR THE POKER LAKE UNIT AREA 
EDDY COUNTY, NEW MEXICO 

.„ I M THIS SUPPLEMENTAL AGREEMENT, made and entered into this ,^/c_X 

day of VHll^UtflS{." 1952, hy"and between RICHARDSON & BASS, a Partner

ship composed of* 9. W. Richardson and Perry R. Bass, both residents of 

Tarrant County, Texas, Party of the First Part, hereinafter referred to 

as "Unit Operator", and such Working Interest Owners who may subscribe 

to this agreement as Parties of the Second Part, hereinafter referred to 

as "Working Interest Owners"j 

W I T N E S S E T H ! 

WHEREAS, the parties hereto have concurrently herewith entered 

into a Unit Agreement for the development and operation of the Poker Lake 

Unit Area, hereinafter referred to as "Unit Agreement", embracing the fol

lowing described land situated in Eddy County, New Mexico, to-witt 

..— >•. NEW MEXICO PRINCIPAL MERIDIAN 

Twp. 24 S». Rge. 29 E. 

Sec. It EiNEi, S_£ 
Sec. 121 Ei 
Sec. 13i Ei 
Sec. 24t Ei 

Twp. 23 S.. Rge. 30 E. 
Sec. 31t SEi, E£SW£ 
Sec. 32i All 
Sec. 331 All 
Sec. 34i wiwi 

Twp."24 S.; Rge. 30 E. 
Sec. 2t Si 
Sees. 3 to 11, both inclusivei All 
Sees. 14 to 36, both inclusive! All 

Twp. 25 S.. Rge. 30 E. 
Sees. 1 to 4, both inclusive} All 
See. 51 NiV. E_SE£ 
Sec. 8t _ i _ i , W^SEi, E£sw£ 
Sees. 9 to 17, both inclusivei All 
Sec. 18t E^, SWi 
Sees. 19 to 29, both inclusive! All 
Sec. 301 NEi, EiSEi 
Sec. 31i EiNEi 
Sees. 32 to 36, both inclusive! All 



( c 

Twp. 26 S.. Rge. 30 E . ; : nr.. h • - - -
Sees. 1 t.> 3,, both inclusivet All 
Sec. 41 NEi' -'ii':-- :-•.-)..=: 

.Sec. 10» Ni vr r r v r 
Sec. l i t Ng-
Sec. 12i Nt 

Twp. 24 S.. Rge. 31 E. 
/ Sees. 19 tor22, both inclusivei All . 

~ —Secs.'"27 to 33, both inclusive! All 
...... *r Sec. 34t.Wi li:,v,.. h-A . »• • •. 

, fTwp. 25 S«. Rge. 31 E. .. . : •• ^ 
Sec. 3i w£ ~ 

( J O r T.; Sees..4 tp 9, both inclusive j All 
Sec. 10i wi 

;~r„tr Sec. 151 w|wi ,i 
Sees. 16 to 21, both inclusive! All 
Sec. 22i NWjNWi, SŴ SWi 
Sec. 27i w£wi 
Sees. 28 to 33, both inclusive! All 
Sec. 341 SiNWi, NWiNl'i, SWi 

twp. 26 S.. Rge. 31 E. 
Sec. 3: Ŵ NWi -
Sees. 4 to 6, both inclusive! All 

• . ,;...... . . . - " , 

Containing 68,990.83 acres, more or less. 

"WHEREAS, the parties hereto have also concurrently herewith entered in 

to a Unit Operating' Agreement in accordance with Section 7 of said Unit Agree

ment, providing for the manner of apportionment of the cost, expenses and 

benefits on account of operations under said Unit Agreement; and, 

WHEREAS, the parties hereto are desirous of supplementing said Unit 

Operating Agreement in so far as the leasehold interests of the parties hereto 

committed to said Unit Agreement are concerned. 

NOW, THEREFORE, IT IS MUTUALLY AGREED between the parties hereto, 

as follows! 

1. Paragraph 3 of the Unit Operating Agreement hereinabove referred 

to provides for the drilling of a test well or wells in compliance with 

Section 9 of said Unit Agreement, and that in the event any test well proves 

to be a dry hole or non-commercial well, that the parties to said operating 

agreement shall only be responsible for such portion of the cost of drilling 

and plugging the same as thsy hava expressly agreed to in '•iricing. Tha 
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provisions of said paragraph 3 of the Unit Operating Agreement shall apply 

to all well* which may be drilled by Unit Operator prior to the discovery 

of unitized substances in paying quantities upon the unit area, regardless 

of the number of wells which may be drilled. However, in the event any such 

well results in the discovery of unitized substances in paying quantities 

and a participating area is established las the result thereof, there shall 

be an adjustment of the cost of drilling said well between the Working 

Interest Owners having an interest in the participating area, as provided 

by paragraph 6 bf said Operating Agreement. 

2. Paragraph 5 of the Unit Operating Agreement hereinabove referred 

to provides that operating expenses shall also include "any expenses incurred 

by Unit Operator in connection with the protection and maintenance of titles 

and negotiations incident thereto and litigation involving basic titles or 

growing out of operations hereunder," Notwithstanding anything contained 

in said Unit Operating Agreement to the contrary, in the event any such 

litigation shall involve the title to any of the leasehold interests of the 

parties hereto committed to said Unit Agreement, the party or parties hereto 

whose titles are affected by such litigation shall have the option to defend 

or prosecute any such action at such party or parties* own expense and if 

such party or parties elects to do so, the cost thereof shall not be charged 

as operating expenses. 

3. Section 10 of the Unit Agreement provides that upon completion 

of a well capable of producing unitized substances in paying quantities, 

that the Unit Operator shall submit for the approval of the Supervisor of 

the United States Geological Survey, the Commissioner of Public Lands of 

the State of New Mexico and the New Mexico Oil Conservation Commission an 

acceptable plan for the development and operation of the unitized land which 

•hall constitute the further drilling and operating obligations of Unit Operator 

for the period specified in such plan. Said Section also contemplates that 

additional plans providing for the further development of the unit area shall :, 

-3-



V V 

be submitted for approval from time to time arid that such plans may be supple

mented or modified when necessary to meet changed Conditions or to protect 

the interests of the parties to the agreement. Notwithstanding any of the 

provisions contained in said Uriit Operating Agreement to the contrary, Unit 

Operator-shall submit all such plans, supplements thereto or modifications 

-thereof rto the Working Interest Owners who are parties hereto who have an 

interest in any such plan," supplement thereto or modification thereof, for 

tK-ir consideration and approval prior to submitting the same for the approval 

of the Officials hereinabove referred to required to approve the same under 

the terms of said Unit Agreement. (All such plans for the development and 

operation of the unitized land and all supplements thereto and modifications 

thereof are hereinafter referred to as "Plan" or "Plans".) 

v For the purpose of considering and approving all such Plans, each 

Working Interest Owner who is a party hereto shall designate in writing a 

representative to represent each such party, with full authority to act in 

all matters connected with the approval of all such Plans. Such representa

tives shall be appointed and the Unit Operator advised thereof within ten 

(10) days after the completion of a test well upon the unit area capable of 

producing unitized substances in paying quantities. Unit Operator shall 

submit copies of all Plans to each of the representatives of the parties 

hereto having an interest in any lands affected by any proposed Plan which 

is to be submitted by the Unit Operator for approval of the above mentioned 

Officials. In the event any representatives of the parties hereto have any 

objections to any Plan, such representatives shall notify the Unit Operator 

of such objections in writing within ten (10) days from the time of receipt 

of such proposed Plan; and in the event of any such objections Unit Operator 

-shall call a meeting of the representatives of the parties hereto having 

working interests affected by any such Plan for the purpose of considering 

such objections. Said meeting shall be held at a time and place designated 

by Unit Operator after not less than three (3) days' notice either by letter 

or telegram to each of such representatives. In the event the representatives 
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of the" parties hereto' and Unit Operator are unable to mutually agree upon .n<-

ĥŷ  such Plan bf development'ot operation, the matter in dispute shall be 

*determihedr by a vote of lail of the interested parties. For the purpose here

of th* Minterested parties"1 shall be tho.e who have working interests in the 

participating area or areas which may toe involved in any such Plan and those 

Vino hav. working Interests Witchwill be affected if such Plan involves the 

"expansion or revision of any participating area and also those- who have work

ing "interests which will be affected if the proposed Plan provides for tha.vc 

"formation of a drilling unit or units for the purpose of drilling an explora

tory well or wells as provided by Section 7 of the Unit Operating Agreement, 

o - T h e representatives of each interested party and the Unit Operator 

shall each be entitled to a vote equal to the number of acres of their 

respective leasehold interests included in or proposed to be included in 

any such Plan, and a majority vote on 'an acreage basis shall determine any 

matter in disputej provided, however, in the event any representative or the 

Unit Operator has involved in any such matter more than 50# of the total 

acreage used as a voting basis, the matter shall be concurred in by at least 

one other interested party. In the event all representatives of the interested 

"parties fail td object to any plan submitted by Unit Operator, as hereinabove 

provided, within the time required for making objections thereto, such Plan 

shall be considered as having been approved by all such representatives and 

Unit Operator shall thereupon submit such Plan for approval of said Officials. 

In lieu of submitting any proposed Plan for consideration and approval 

of the representatives of the interested parties as hereinabove provided Unit 

Operator may call a mee+.Ing of the representatives of all interested parties 

for-the purpose of considering and approving any such plan, and in such event 

the meeting shall be called, held, and all matters in dispute determined, as 

hereinabove provided. 

L In the event the above mentioned Officials should indicate that they 

are unwilling to approve any Plan of development and operation submitted pur

suant to the terms of said Unit Agreement, Unit Operator shall consult with 
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the representatives of ̂ e^partifis^ereto having interests affected by such 

Plamwith ,a view of formulating and agreeing with.said Officials upon an 

tft*fr1fttt£ ? ^ ' v o u o; ali o: the- interest*., r r." - ounvc r.fi 

c f t h e .1 tl^e'i?f9t>1>r*nVr$apHal • ̂ 5^ i t uT e.-^- 8 contemplated by Unit 

CjŜ rjatqr „other than Qfor rthe purpose .of carrying j?ut any Plan of .development 

or operation required to be approved by the above mentioned Officials as 

Djroyided in the preceding paragraph, which involves an amount equal to or̂  T, 

in.excess ,Q.f $25,0.00.00̂  Unit Operator shell give notice thereof to each of 

the representatives of the parties hereto who would be required to participate 

in,} such expenditure^ such notice to be given in the same manner as provided 

in the preceding paragraph. In the event any of said parties should object 

to rsuch ..proposed, expenditure a meeting with respect thereto shall be held 

and the matter determined in the.same manner as provided in the preceding 

paragraph for determining questions relating to the approval of a Plan of 

development and operation, - . 

. .....5. .The representatives of the Working Interest Owners designated 

as.provided by Paragraph 3 hereof shall have the right to, designate an Audit

ing Committee for the purpose of auditing any books and accounts with respect 

to .the operations carried on by Unit Operator under the terms of the Unit . . 

Agreement at such time and from time to time as such representatives may 

designate. The cost of all audits made by tHe Auditing Committee or the 

Auditor designated by the Committee shall be apportioned among and borne 

by the Working Interest Owners interested in any such audit or audits on 

such basis as may be agreed to by the representatives of such Working Interest 

Cjwners in f appointing, such Auditing Committee. .,. ...( 

:n, ... 6. Hie provisions hereof shall be considered as supplemental to 

the above mentioned Unit Operating Agreement in so far as the parties hereto 

are concerned, and all of the terms and conditions of said Unit Operating 

Agreement are hereby ratified and confirmed, and said Unit Operating Agreement 

and this Supplemental Agreement shall constitute the entire agreement as 

between the parties hereto with respect to determining their rights and 

-6-
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tn<r reor ss- entstive« or tn-:- r>-.r\ • ••. <i•'. "-:* :<-: , . • I 

Interests in connection with the operation and development of said unit area. 

• ccen . .7, ^ The provisions hereof shall be binding upon the parties hereto 

and their r e^dtlve^Kelr s V' pe ŝoVial- representatives, successors and assigns, 

ând ^shair be-cbhsidered as covenants running with the ownership of the Oil 

ând Gas Leases-of the respective parties hereto committed to said Unit Agreement, 

r r - v c i : IN WITNESS WHEREOF, this agreement i s executed as of the day and 

year f i r s t hereinabove written. 1 ' 

lJ<T 

i . .i:; •_. sue; no;.;;:. 

•r .. ccs nc 3 ;_-c: • ir. 

t> RICHARDSON & BASS 

By , sCr& 

v o 

Partner 

PARTY OF THE FIRST PART 

UNIT OPERATOR 

CONTINENTAL OIL COMPANY 

By . Si > *&Lŵ t̂ < 

ATTEST t 

Attorney i n Fact 

/^SUPERIOR OIL COMPANY 

NOTED 

• o r r R ' v r v v , i n i 

i o n t i i f / / n r i r i ( < 

l«V1^ Secretary" v^c*- President 

- 7 -
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i nttv.-s "t r •: C'<rvpp.cr.: r.n •' <>*>•"• . ;• ru ?v.-\ • • *• • < ,. • arte 
STATE OF TEXAS ) 

The rro'/SS:: ---.-•<-''.: , he* Dinoir '•• •_••.-..:••"! v,<-t r;-?r • -.--r.-.--c. 
COUNTY OF TARRANT ) 
ano tneir resnectjVP h^irs. nersontJ reDreservr.at5.vcn. B-?o; r and assigns 

On this day of , 1952, before me personally 
and snai} bn cone-xoereo «•» covenant*, runninn vdt)- th?- own?:-.-:)•:• >> of th-'-- OiJ 
appeared to me personally known to be 
and Lear,'".- cf tne refnect >*•'** part.it's hereto corrtn?<••••> s>_}<i U--.: 1 Aareeme-
the person described in and who executed the above and foregoing instrument 

on behalf of RICHARDSON & BASS, a partnership, and acknowledged that he 
yesr rirsv nereinanovi? V . T • 

executed the same as his free act and deed, and as the free act and deed 

of said partnership. 
RIC:;,. ..'SO'-

IN WITNESS WHEREOF, I have hereunto set my hand and official seal 

the day and year in this certificate above~written. ~ 
My Commission Expirest >.Notary Public " 

STATE OF TEXAS ) : _____ __ 
)SS .- - ""' 

COUNTY OF TARRANT ) 

On this ft*av of •/« , , 1952, before me personally 

appeared - .y. /V. /-i't--r̂ <̂ -+~> to me personally known to "be" 

the person described in and who executed the above and foregoing instrument 

as Attorney-in-Fact for the Continental"Oil Company,'a"corporation, and 

acknowledged that he executed the same as his free act and deed, and as the 

free act and deed of the Continental Oil Company. 

IN WITNESS WHEREOF, I have hereunto set my hand and official seal 

the day and year in this certificate above written. ~~~~ " 

My Commission Expirest . //. Notary Pulij'ic 

-8-
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STATE OF 

COUNTY OF .. 

7 
)SS 

On this 2 ^ day of 1952, before me personally 

appeared , o., i *-/<•_ \ ^- \ to. me personally known, who 

being, by me duly sworn, did say that he is the yx./Y-'-C^ President of ,'--'A~< 

Superior. Oil Cpmpany, ^ corporatio^,,and t^art .the seaj. affixed to said instru
ment Is the corporate seal of said corporation, and that said instrument was 
signed and sealed in behalf of said^corporation hy authority of its Board of 
Directors,' and Vaid "•" '' ' ^ • • £ - ^ < C £ ^ ' ) & ^ d - l ^ ack no wledged 

said instrument to be the free act and deed of said corporation. 

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

My Commission Expires i ; — —l..../t^J^-«-^*-
My f!nmmi.«i-n Dspirrs J U I ) 0 j jgr^ 

A % ' I i ' . \ \." !;•. 
Notary Public 

STATE OF CALIFORNIA 

COUNTY OF LOS ANGELES 

On this 

ISS 

day of 1 1952, before me personally 
appeared Edwin W. Pauley and w i ^ Barbara Jean Pauley, to me personally known 
to be the persons described in and who executed the foregoing instrument, and 
acknowledged that they executed the same as their free act and deed, 

IN WITNESS WHEREOF, I have hereuntô  set my hand and official seai_ 
the day and year in this certificate above "written. 

• - - - j 
My Commission Expires i 

My Commfjslcn Firplrej March R 1955 

STATE OF NEW MEXICO 

COUNTY OF BERNALILLO 

Notary Public 

jSS 

On this / day of „ 
R. L. Harrison and wife, 

1952, before me personally 
appeared R , L. Harrison and wife, KatHerinjf H , Harrison, to me personally known 
to be the persons described in and who executed the foregoing instrument, and 
acknowledged that they executed the same as their free act and deed, 

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

My Commission Expires) 

MY COMMISSION WIRES JAN, 29.1954 

tNotary Public 

- 9 -



S7:.tah7R^,SiJU^3m _) 

u On tiilo. |__Ly„.da^oC V ^ ^ ^ c ^ ; iy;>2, before1 

mo personally appeared C\ L. C?fH^T15xr^ti% 0. CAKCnoiJ> 
a: vk-la wife, to no „-lnicyn to bo fclvrfperoons dooer3bod !ii rtnd 

who executed tha forego.!as :ji:;truraoii':, arid colaiow lodged that 
be:thoy executed -the <naroo n.ii. theJ v free not. ..aad.. deed. • 

Suuer:-JT oi. .IN rV/1-iEHEOi?-, el have hereunto set nw tiand ^nr.,«.~ 
mc-and aeal the .day; and .year in this- certificate•• above written. 

^ ^ ^ ^ ^ c ^ 

Hy cumlsBion ejqplrea: n f V f - <..-...-

"' ' Hj C«mmisjlon Explras March 14,1955" 

STATE OF CALIFORNIA ) 
- - : ao. 

COUNTY OP LOC ANGELES ) 

... On thia ••.JJb*Si day ~ol\.- V <*^t-cs -,~1W2,. boioio 
ino p uMionally appWaroJTX.; m:m:>i7^Ti?riiro u. 

; „jnJTJlllIU hl:x v;.;.lv .;_xo ma .l:nuvm tfy bo the pursuns dccjiibod 
c " In and who' exacted' the" foregoing 'instrument, and a-: know led cod 

that they executed the rjaiau aa the.r free aot and deed 

IN wmiEj.1 IJHETinOP, I have hereunto aot nv/ hand and 
seal tho day and year ln thia certificate above written. 

Hy consnioaion expiree: 

My Commission E*i?lrcs March 14.19S5 

sr; "• . • • ;; ;. . 



nenttiu . BUI TUIMI, MUMSUA EXHIBIT Modtl Form-PASO-IW-I 

Attached to and made a part of...., 

ACCOUNTING PROCEDURE 
(UNIT AND JOINT LEASE OPERATIONS) 

I f I. GENERAL PROVISIONS 
J. Definitions • • h 

The term ''joint property" as herein used shall be construed to mean the subject area covered by the agreement 
to which this "Accounting Procedure" is attached. 
The term "Operator" as herein used shall be construed to mean the party designated to conduct the development 
and operation of the leased premises for the joint account. 
The term "Non-Operator" aa herein; used shall! be construed to mean any one or more of the non-operating 

'•. parties.;,.-/.-" •••'!'. . " S 
2. Statements and Billings ; 

Operator shall bill Non-Operator on or before the last day of each month for its proportionate share of costs and 
expenditures during the preceding month. Such bills will be accompanied by statements, reflecting the total 
costs and charges as set forth under Sub-Paragraph ,, B 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 indica

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

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

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

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

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

H. DEVELOPMENT AND OPERATING CHARGES 
Subject to limitations hereinafter prescribed, Operator shall charge the joint account with the following items 

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

2. Labor, Transportation, and Services • 
Labor, transportation, and other services necessary for the development, maintenance, and operation of the johl 
property. LaborjshaU include (A) Operator's! cost of vacation, sickness and disability benefits of employees, a f l 
expenditures or, contributions! Imposed or assessed by governmentaly authority applicable to such labor. « 1 
(B) Operator's current cost of established plans for employees' group life insurance, hospitalization, peristal 
retirement, stock purchase, thrift, bonus, and other benefit plans of like nature, applicable ia cin^nW J 
payroll; provided that the charges.-.under Part (B) of this paragraph shall not exceed five per cent (5%) of fl 
total of such labor charged to the joint account. ,. ' fl 

3. Material - : [ • : \ ! f l 
Material, equipment, and supplies purchased or furnished by Operator, for use of the joint property So f a r f l 
it is reasonably practical anjdj consistent with efficient and economical operation, only such material shallH 
purchased for or transferred to the joint property as required for Immediate use, and the accumulation of surofl 
stocks shall be avoided. jj' V l 

4. Moving Material to Joint Property I I 
Moving material to the joint]property from Vendor's or from Operator's warehouse In the district or f r o m I I 

nrnnprMpB tit nnorntm. W tn nlHtnn «f lh* W i~ ,*r , f f r f - n r r r fir Hinflr til llll lllllll III I MM 



by special agreement with Non-Operator. 

6. Use of Operator's Equipment and Facilities .„„!,,...„* R n A f a c m t t B 8 as orovided in Paragraph 4, ot 
Use of and service by Operator's exclusively owned equipment ana faculties as P " ™ 
Section I I I , "Basis of Charges to Joint Account." 

has been received by Operator. j ' ... 

or ^ •« defending against any action or claim prosecuted or urged 

of one or more of the parties hereto, and a charge commensurate 
^ S ^ S ^ a S A m 1 ^ made against !the joint account; but no such charge shall be made until 
annroved by the legal department of or attorneys; for the respective parties hereto. . „ „ , „ 

B. Fees and expenses of outside attorneys shall not be charged to the Joint account unless authorized by the ma
jority of the Interests hereunder. I ' 

B ' AlUaxes of every kind and nature assessed upon or In connection with the properties which are the subject of 
t h i s ^ £ S ! Z S ^ i ^ therefrom or the operation thereof, and which taxes have been paid by the 
Operator for the benefit of the parties hereto. 

' i • I \ • •! : 
1 0 * A^Premiums paid for insurance carried for the benefit of the Joint;account, together with aU expenditures ln-

curred and paid in settlement of any and all losses, claims, damages, judgments, and other expenses, in
cluding legal services'̂  not recovered from insurance carrier. . . . . ,„„ . „„„,„ 

B If no insurance is required to be carried, aU actual expenditures Incurred and paid by Operator in settle-
ment of any and aUpes , datosi damages, judgments, and any other expenses, Including legal services, 
shall be charged to the joint account. 

district or field employees serving the joint property, whose time s not allocated direct to the joint property, 
maintaining and operating a district office and all necessary camps, including, 

houshigfacilities for employees if necessary, ln conducting the operations on the joint property and other 
leases owned and operated' by Operator" in the same locality. The expense of, less any revenue from, these 
facilitiesrihaU^Include depreciation or a fair monthly rental In lieu of depreciation on the investment. Such 
chargef shall be apportioned to all leases served on some equitable basis consistent with Operator's accounting 

•• practice..: . j •• • 1 ' 

Overhead charges, which shall be in lieu of any charges for any part of the compensation or salaries £sidI to 
managing officers and employees of Operator, including the division superintendent, the ^ • t a « a « * 
pensef of the division office totedot-wherRVRr Innntea. .and any portion of the e^eqew;.; . 
of the principal business office located at Thr-t. Worth, TeYflfl ; ; . . but which are not in lieu of district 
or field office expenses incurred in operating any such!properties, or any other expense^of Operator incurred 
ta ttve development and operation of said properties; and Operator shall have the right to assess against the 
joint property covered hereby the following overhead charges: . , . J t ' . , , , „ . 
A $ 1 3 H Q I Q £ L - per month for each drilling well, ibegtnnlng on the date the well Is spudded and 
terminating when it is on [ production or is plugged, as the case may be, except that no charge shall be made 
during the suspension of drilling operations' for flfteeh. (16) or more consecutive days. 
B. $„73*Q0___ per well per monthJfpr-the f lr trf lve (5 
C. $~5Q.Q0. per well per. month for the second five (5) producing wells. 
T). '$ .50A0.Q....:W...per.weU pcr-month for aU producing wells over ten (10). 

^r^n'cohnectlon with overhead charges, tho status of wells shall be as follows: -
(1) In-put or key wells shall be included in overhead schedule the same as producing oil wells. 
(2) Producing gas wells shaU be Included in overhead schedule the same as producing oil wells. 
(3) Wells permanently shut down but on which plugging operations are deferred, shall be dropped from 

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

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

(5) VariousSwells may be shut down temporarily and later replaced on production. If and when a well 
is shut down (other than for proration) and not produced or worked upon for a period of a full calen
dar month, it shall not be Included! ln the overhead schedule for such month. 

(6) Salt water disposal wells shall not be Included in overhead schedule. 



The above overhead schedule on producing wells shall be applied to Individual leases; provided that, 
whenever leases covered by this agreement are operated as a unitized project in the Interest of economic ; 
development, the schedule shall be applied to the total number of wells, irrespective of individual leases. 
The above specific overhead rates may be amended from time to time by agreement between Operator 
and Non-Operator if, ln practice, they are found to be insufficient or excessive. 

14. Other Expenditures .'' •' -j 
Any other expenditure incurred by Operator for the [necessary and proper development, ma!Kt§Hance, , and 
operation of the joint property. ; 

III.. BASIS OF CHARGES TO JOINT ACCOUNT -
1. Purchases 'j.--' 

Material and equipment purchased and service procured shall be charged atjprice paid by Operator, after de
duction of all discounts actually received.J 

2. Material Furnished by Operator { i 
Material required for operations shall be purchased for direct charge to joint account whenever practicable, 
except that Operator may furnish such material from Operator's stocks under the following conditions: 
A. New Material (Condition "A") at coat to Operator. 

(1) New material transferred from Operator's warehouse or other properties shall be priced/?, o, b, the 

of quantity trnnoforrod. at cost to Operator. 
(2) Other material shall be priced/on bacio ot a reputable 

(3) Cash discount shall not be allowed. 
B. Used Material (Condition "B" and "C") | 

(1) Material which is in sound and serviceable condition and]is suitable for reuse without reconditioning 
shall be classed as Condition "B" and priced at 75% of new price. 

(2) Material which cannot be classified as Condition "B" but which, _ .. 
(a) After reconditioning will be further serviceable for original function as good setfofia hand material 

(Condition "B"), or " | j 
(b) Is serviceable for original function but substantially not suitable for reconditioning, 
shall be classed as Condition "C" and priced at 50% of new price. 

(3) Material which cannot be classified as Condition "B" or Condition "C" shall be priced at a value com
mensurate: with its use. 

(4) Tanks, derricks, buildings, and! other equipment involving erection costs shall be charged at applicable 
percentage of knocked-down new price. 

3. Warranty of Material Furnished by Operator 
Operator does not warrant the material furnished beyond or back of the dealer's or manufacturer's guaranty; 
and, In case of defective material, credit! shall not be passed until adjustment has been received by Operator 
from the manufacturers or their agents. 

4. Operator's Exclusively Owned Facilities 
The following rates shall apply to service rendered to the Joint account by facilities owned exclusively by 
Operator:-'''. • -| '" ' 
A. Water service, fuel gas, power, and-compressor service: At rates commensurate with cost of providing and 

furnishing such service to the jointlaccount but not! exceeding rates currently prevailing In the field where 
the joint property is located. ji j 

B. Automotive Equipment: Rates commensurate with cost of ownership and. operation. Such rotco ohouki 

from timo to time. Automotive rates shall include cost of oil, gas, repairs; insurance, and other operating 
expense and depreciation; and charges shall be based on use in actual service on, or in connection with, the 
joint account operation's. Truck, tractor̂  and pulling unit rates shall include wages and expenses of driver. 

C. A fair rate shall be charged for the use of drilling and cleanlngfout tools and any other Items of Operator's 
fully owned machinery or equipment which shall be ample to coveri maintenance, repairs, depreciation, 
and the service furnished the joint property; provided that such charges shall not exceed.those currently 
prevailing in the field where the joint property Is located. 

D. Whenever requested, Operator shall inform Non-Operator in advance of the rates It proposes to charge. 
E. Rates shall be revised and adjusted!from time to time when found to be either excessive or Insufficient.' 

IV. DISPOSAL OF LEASE EQUIPMENT AND MATERIAL 

The Operator shall be under no obligation to purchase interest of Non-Operator in surplus new or secondhand 
material. Derricks, tanks, buildings, and; other major items shall not be removed by Operator from the joint 
property without the approval of Non-Operator. Operator shall not sell major items of material to an outside 
party without giving Non-Operator an opportunity either to purchase same at the price offered or to take Non-
Operator's share in kind. ! Il ! 



1. Material Purchased by Operator 

S B ^ t f f i o ? ? h ? » ^ J 0 r ? f 5 S CTedited 1 0 t h B , 0 i n t a C C 0 U n t a n d i n t h e m o n t h * itateaent °P e r a t l o n 9 ior the month in which the material is removed from the joint property. 
2. Material Purchased by Non-Operator V 

^ ™ e \ t * » ? J ? » e d

t

h y N o T ? p e / ^ o r shall be invoiced by Operator and paid for by Non-Operator to Operator 

3. Division ln Kind j ; ' • J-

2 2 K - l n ^ Proportion to their re-
a a t e X r e S charged Individually with the value of the 
l o K c . ^ ^ « - Operator «. ft. 

4. Sales to Outsiders | ; 

V 'u B A 5'? °T. P E I a * G MATERIAL TRANSFERRED FROM JOINT ACCOUNT • 

1. New Price Defined 

. 2. New Material ' ! ' j -
t h e J° l n t -ount but never used thereon, at 

3. Good Used Material ( I 

S S t T 4 r d S S £ T i t t l ° n "B"'f * * * " S S d """""" l n — * " * "rvice.Me condition, sultabiete reuse 

B' At' 75? Vl SSESJt"* ""f6 f H , c r l a l W M c h a r e e d 1 0 Jolnt.accotmt as new,« 

4. Other Used Material 
Used Material (Condition "C"), being used material which 

dYtion'^ 
at' Ej^ofturrelTt n^prfc"/1 f u n c t l ° " b * substantially not suitable for reconditioning, 

5. Bad-Order Material ' 

sassa KSS s ^ r s ^ ca""" * ̂  a = - e-««™ 
•' 6. Junk::'' • . ••[ 

Junk (Condition "E"), being obsolete and scrap material, at prevaiUng prices. 
7. Temporarily Used Material i 

Ŝ Ŝ %'?Ŝ 5̂SŜ «- to-5^S^2S^^2SS2ir^2JS ̂ SSŜ -iPs'S*̂ "?-̂ -* d 0 M •* *•»•-
net charge ?othe Joint ̂ SS8f t& t ^ Z ^ & S I S S t * * »*. lMV" " 

''.'[". VI. INVENTORIES 
1. Periodic Inventories i 
2. Notice 

^ I h K S ^ - T i n v e n t > to 

3. Failure to be Represented 

4. Reconciliation of Inventory ! 

5. Adjustment of Inventory 

6. Special Inventories 

««W*:M i « J b 1 . . £ t S , i ^ ^ t a t t r t S « P r t a « I n S ' S L S ' i f f t * 1 1 - ° '" e r P=rt|e» hereto ' 
shaU be represented and shiu be governed by the taventoryli taker! b ° ' h , h e " l t o W "» Purchaser 
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