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UNIT AGREEMENT
JAIMAT FIELD YATES SAND UNIT
LEA COUNTY, NEW MEXICO

THIS AGREEMENT, entered into as of the first day of April, 1962, by the
parties who have signed the original of this instrument, & counterpart thereof,
or other instrument agreeing to be bound by the provisions hereof;

WITNESSETH:

WHEREAS, In the interest of the public welfare and to promote conservation
and increase the ultimate recovery of oil, gas, and associated minerals from the
Jalmat Field, in Lea County, State of New Mexico, and to protect the rights of
the owners of interests therein, it is deemed necessary and desirable to enter
into this agreement to unitize the 0il and Gas Rights in and to the Unitized
Formation in order to conduct a secondary recovery, pressure maintenance, or
other recovery program as herein provided; 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, as amended,.Laws
1961 ch 176 #1) to consent to or approve this agreement on behalf of the State
of New Mexico, insofar as it covers and includes lands and mineral interests of
the State of New Mexico; and

WHEREAS, the 011 Conservatlion 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 ccnservation provisions hereof;

NOW, THEREFORE, In consideration of the premises and of the mutual agreements
herein contained, it is agreed as follows:

ARTICIE 1
DEFINITTIONS

As used in this agreement, the terms herein contained shall have the following
meaning:

1.1 Unit Area means the lands described by Tracts in BExhibit A and shown on
Exhibit B as to which this agreement becomes effective or to which it may be ex-
tended as herein provided.

1.2 Unitized Formation means that subsurface portion of the Unit Area com-

monly known or described as follows: The Yates Sand Formation encountered in



the drilling of the British-American {all O'ate "D" No. 1 Well between the depths
of Three Thousand Eight Hundred Twelve (3,812) feet KB and Four Thousand and
Eighteen (k4,018) feet KB as shown by the Radiation Log of said well, which well

1s located Six Hundred Sixty (660) feet from the north line and Six Hundred Sixty
(660) feet from the east line of Section 23, Township 22 South, Range 35 East, Lea
County, New Mexico.

1.3 Unitized Substances means all oil, gas, gaseous substances, sulphur con-

tained in gas, condensate, distillate, and all associated and constituent liquid or
liquefiable hydrocarbons within or produced from the Unitized Formation.

1.4 Working Interest means an interest in Unitized Substances by virtue of

a lease, operating agreement, fee title, or otherwise, including a carried interest,
which interest is chargeable with and obligated to pay or bear, either in cash or
out of production or otherwise, all or a portion of the cost of drilling, develop-
ing, producing, and operating the Unitized Formation. Any interest in Unitized Sub-
stances which 1s a Working Interest as of the date the owner thereof executes or
ratifies this Agreement shall thereafter be treated as a Working Interest for all

purposes of this Agreement.

1.5 Royalty Interest means a right to or interest in any portion of the

Unitized Substances or proceeds thereof other than a Working Interest.

1.6 Royalty Owner means a party hereto who owns a Royalty Interest.

1.7 Working Interest Owner means a party hereto who owns a Working Interest.

The owner of o0ll and gas rights that are free of lease or other instrument convey-

ing the Working Interest to another shall be regarded as a Working Interest Owner

to the extent of seven-elghts (7/8) of his interest in Unitized Substances, and

as 8 Royally Owner with respect to his remaining one-eighth (1/8) interest therein.
1.8 Tract means each parcel of land described as such and given a Tract number

in Exhibit A.

1.9 Unit Operating Agreement means the agreement entitled "Unit Operating

Agreement, Jalmat Field Yates Sand Unit, Iea County, New Mexico," of the same
effective date as the effective date of this agreement, and which is entered into
by Working Interest Owners.

1.10 Unit Operator means the Working Interest Owner designated by Working

Interest Owners under the Unit Operating Agreement to develop and operate the
Unitized Formation, acting as operator and not as a Working Interest Owner.

1.11 Tract Participation means the percentage shown on Exhibit A for allocat-

ing IMitirzed Snbhetanceese to a Tract under this arreement .,



1.12 Unit Participation ol each Working Interest Owner means the sum of the

percentages obtalned by multiplying the Working Interest of such Working Interest
Owner in each Tract by the Tract Participation of such Tract.

1.13 Qutside Substances means all substances obtained from any source other

than the Unitized Formation and which are injected into the Unitized Formation.

1.14 Total Tract Remaining Primary Reserves Subsequent to May 31, 1961 means

the estimated volume of oil that would be produced after May 31, 1961 from the
Unitized Formation under each Unit Tract if the current method of oil producing
operations were continued until oil production from each Tract declined to a rate
which would not compensate for continued operation of the wells on eaéh Tract.

1.15 Total Unit Area Remaining Primary Reserves Subsequent to May 31, 1961

means the summation of reserves defined in Paragraph 1.14 of all Tracts in the
Unit Area.

1.16 Total Tract Producing Rate for the Six (6) Months Prior to June, 1961

means the total oil production from the Unitized Formation under each Unit Tract
from December 1, 1960 to May 31, 1961, inclusive, as reported to the 0il Conserva-
tion Commission of the State of New Mexico by Operators of the individual Tracts.

1.17 Total Unit Area Producing Rate for the 8ix (6) Months Prior to June, 1961

means the summation of the oil production defined in Paragraph 1.16 of all Tracte in
the Unit Area.

1.18 Total Tract Productive Acreage means the surface area, in acres, of each

Tract in the Unit Area which 1s located within the estimated producing limits of
the Unitized Formation.

1.19 Total Unit Area Productive Acreage means the summation of the Tract pro-

ductive acreage of all tracts in the Unit Area as defined in Paragraph 1.18.

1.20 Total Tract Ultimate Primary Reserves means the summation of the oil pro-

duction from the Unitized Formation from the date of first production through May
31, 1961 as reported to the 0il Conservation Commission of the State of New Mexico
by Operators of the individual Tracts and the reserves defined in Paragraph 1.1%, for

each Tract 1n the Unit Area.

1.21 Total Unit Area Ultimate Primary Reserves means the summation of the

reserves defined in Paragraph 1.20 of all Tracts in the Unit Area.

1.22 01l and Gas Rights means the right to explore, develop, and operate lands

within ﬁhe Unit Area for the production of Unitized Substances, or to share in the

production so obtailned or the proceeds thereof.



1.23 Unit Operations means all operations conducted by Working Interest

Owners or Unit Operator pursuant to this agreement and the Unit Qperating Agree-
ment for or on account of the development and operation of the Unitized Formation
for the production of Unitized Substances.

1.24 Unit Equipment meang all personsl property, lease and well equipment,

plants, and other facilities and equipment taken over or otherwise acquired for
the Joint account for use in Unit Operations.

1.25 Unit Expense mesns all cost, expense, or indebtedness incurred by Work-

ing Interest Owners or Unit Operator pursuant to this agreement and the Unit
Operating Agreement for or on account of Unit Operstions.

1.26 Unless the context otherwise clearly indicates, words used in the
singular include the plural, the plural include the singular, and the neuter
gender include the masculine and the feminine.

ARTICLE 2
EXHIBITS

2.1 Exhibits. Attached hereto are the following exhibits which are incor-
porated herein by reference:

2.1.1 Exhibit A, which 1s a schedule that describes each Tract in the

Unit Area and shows 1ts Tract Participation.

2.1.2 Exhibit B, which is a map that shows the boundary lines of the

Unit Area and the Tracts therein.

2.2 Reference to Exhibits. When reference herein is made to an exhibit, the

reference is to the Exhibit as originally attached or, if revised, to the latest

revision.

2.3 Exhibits Considered Correct. An exhibit shall be considered to be correct

until revised as herein provided.

2.4 Correcting Errors. The shapes and descriptions of the respective Tracts

have been established by using the bvest information available. If 1t subsequently
appears that any Tract, because of diverse royalty or working interest ownership
on the effective date hereof, should be divided into more than one Tract, or that
any mechanical miscalculation has been made, Unit Operator, with the approval of
Working Interest Owners, may correct the mistake by revising the exhibits to con-

farm +0 the facrta. The reviagion shall not include any re-evaluation of engineering



or geological interpretations used in determining Tract Participation. Each such
revision of an exhibit shall be effective at 7:00 a.m. on the first day of the
calendar month next following the filing for record of the revised exhibit or on
such other date as may be determined by Working Interest Owners and set forth in
the revised exhibit.

2.5 Filing Revised Exhibits. If an exhibit is revised pursuant to this agree-

ment, Unit Operator shall certify and file the revised exhibit with the Commissioner
of Public Lands of the State of New Mexico and for record in the County or Counties
in whilch this agreement is filed.
ARTICLE 3
CREATION AND EFFECT OF UNIT

3.1 011 and Gas Rights Unitized. Bubject to the provisions of this agreement,

all 011 and Gas Righte of Royalty Owners in and to the lands described in Exhibit

A, and all 0il and Gas Rights of Working Interest Owners in and to said lands, are
hereby unitized insofar as the respective 0il and Gas Rights pertain to the Unitized
Formation, so that operations may be conducted as if the Unitized Formation had
been included in a single lease executed by all Royalty Owners, as lessors, in
favor of all Working Interest QOwners, as lesgees, and as 1f the lease had been
subject to all of the provisions of this agreement.

3.2 Personal Property Excepted. All lease and well equipment, materisals,

and other faclilitlies heretofore or hereafter placed by any of the Working In~
terest Owners on the lands covered hereby shall be deemed to be and shall remain
personal property belonging to and mey be removed by the Working Interest Owners.
The rights and interests therein as among Working Interegt Owners are covered by
the Unit Operating Agreement.

3.3 Amendment of Ieases and Other Agreements. The provisione of the various

leases, agreements, division and transfer orders, or other instruments covering
the respective Tracts or the production therefrom are amended to the extent neces-
sary to make them conform to the provisions of this agreement, but otherwise shall
remain in effect.

3.4 Continuation of lLeases and Term Royalties. Unit Operations conducted

on any part of the Unit Area shall be considered with respect to leases and term

royalties as follows:



341 Operations, including drilling operations, conducted with respect
to the Unitized Formation on any part of the Unit Area, or production from
any part of the Unitized Formation, except for the purpose of determining
payments to Royalty Owners, shall be considered as operations upon or pro-
duction from each Tract, and such operations or production shall continue
in effect each lease or term royalty interest as to all lands covered
thereby just as if such operastions had been conducted and a well had been
drilled on and was producing from each Tract.

3.h,2 Any lease embracing lands of the State of New Mexico which is
made sublect to this Agreement shall continue in force beyond the term
provided therein as to the lands committed hereto unfil the termination
hereof.

3.4.3 Any lease embracing lands of the State of New Mexico having only
a portion of its land committed hereto, shall be segregated as to the por-
tion committed and that portion not committed, and the terms of such lease
shall apply separately as to such segregated portions commencing as of the
effective date hereof. Notwithstanding any of the provisions of this agree-
ment to the contrary, any lease embracing lands of the State of New Mexico
having only a portion of its land committed hereto shall continue in full
force and effect beyond the term provided therein as to all lends embraced
in such lease (whether within or without the Unit Area), (1) if, and for
50 long as Unitized Substances are cgpable of being produced in paying
quantities from some part of the lands embraced in such lease committed
to this agreement, or (i1) if, and for so long as some part of the lands
embraced in such State lease are allocated Unitized Substances;y or (11i)
if, at the expiration of the secondary term, the lessee or the Unit Operator
18 then engaged in bons fide drilling or reworking operations on.some part
of the lands embraced therein and for so long as such operations are being
diligently prosecuted, and if they result in the production of Unitized
Substances, said lease shall continue in full force and effect as to all
of the lands embraced therein, as provided in (1) or (11) above.

3.5 Titles Unaffected by Unitization. Nothing herein shall be construed to

result in the transfer of title to the 0il and Gas Rights by any party hereto to

any other party or to Unit Operastor. The intention is to provide for the cooperative
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development and operation of the Trocts and for the sharing of Unitized Substances

a8 herein provided.

3.6 Injection Rights. Royalty Owners hereby grant unto Working Interest

Owners the right to inject into the Unitized Formation any substances in whatever
amounts Working Interest Owners deem expedient for Unit Operations, including the
right to drill and maintain injection wells on the Unit Area and to use producing
or abandoned oll or gas wells for such purposes,.

3.7 Development Obligation. Nothing herein shall relieve Working Interest

Owners from the obligation to develop reasonably as a whole the lands and leases
committed hereto,
ARTICLE b
PLAN OF OPERATIONS

4.1 Unit Operator. Working Interest Owners are, as of the effective date of

thie agreement, entering into the Unit Operating Agreement, designating The British-
American 0il Producing Company as Unlt Operator. Unit Operator shall have the ex-
clusive right to conduct Unit Operations. The operations shall conform to the
provisions of this agreement and the Unit Operating Agreement. If there is any
conflict between such agreements, thls agreement shall govern.

4.2 Operating Methods. To the end that the quantity of Unitized Substances

ultimately recoverable may be increased and waste prevented, Working Interest
Owners shall, with diligence and in accordance with good engineering and produc-
tion practices, engage in methods of operation of the Unit Area which from time
to time will 1in their judgment be conducive to that end within practicable
economic linits, including water flcoding operations and such other pressure
maintenance, repressuring and secondary recovery operations as may be deemed

by them to bhe necessary or proper to achieve that end.

4.3 Change of Operating Methods. Nothing herein shall prevent Working In-

terest Owners from discontinuing or changing in whole or in part any method of
operation which, in their opinion, is no longer in accord with good engineering

or production practices. Other methods of operation may be conducted or changes
may be made by Working Interest Owners from time to time if determined by them to
be fensible, necessary, or desirable to increase the ultimate recovery of Unitized

Substances.



ARTICIE 5

TRACT PARTICIPATION

5.1 Tract Participation. The Tract Participation of each Tract is shown in

Exhibit A. Upon the effective date hereof, the Tract Participation of each Tract
shall be the Primary Percentage Participation shown in Exhibit "A" for each Tract,
which shall continue to be the Tract Participation for each Tract until there has
been produced subsequent to May 31, 1961, from the formation herein referred to as
the Unitized Formation underlying the Unit Area as initially descriﬁed in Exhibit A
a total volume of oil of five hundred thousand three hundred thirty nine (500,339)
barrels and until T7:00 AM, on the first day of the calendar month next following
the month in which such total oil production is reached. Thereafter the Tract
Particlpation of each Tract shall be the Secondary Percentage Participation for
such Tract shown in Exhibit "A". The volume of o0il to be produced from the
Unitized Formation referred to in this Paragraph 5.1 shall be determined from New
Mexico 011 Conservation Commission Form C-115 as required by and submitted t¢ said
Commission .
5.1.1 The Primary and Secondary Participation Percentages shown in Exhibit
A were determined in accordance with the following formulas:
(a) Primary Participation formula:
Total Tract Remaining Primary Reserves
Subsequent to May 31, 1961 X 60

Total Unit Area Remaining Primary Reserves
Subsequent to May 31, 1961

Plus

Total Tract Producing Rate for the six (6)

Months prior to June, 1961 X 30
Total Unit Area Producing Rate for the six

(6) months prior to June, 1961

Plus

Total Tract Productive Acreage X 10
Total Unit Area Productive Acreage

= Tract Primary Percentage Participation.

(b) Secondary Participation formula:

Teatal Tract Ultimate Primary Reserves v 5
Total Unit Area Ultimate Primary Reserves ’

Plus



Total Tract Producing Rate for the Six (6)
Months prior to June, 1961

Total Unit Area Producing Rate for the Six X 10
(6) Months prior to June, 1961

Plus
Total Tract Productive Acreage X 15

Total Unit Area Productive Acreage
= Tract Secondary Percentage Participation

5.2 Relative Tract Participations. If the Unit Area is enlarged or reduced,

the revised Tract Participations of the Tracts remaining in the Unit Area and which
were within the Unit Area prior to the enlargement or reduction shall remain in
the same ratio one to another.
ARTICLE 6
ATLLOCATION OF UNITIZED SUBSTANCES

6.1 Allocation to Tracts. All Unitized Substances produced and saved shall

be allocated to the several Tracts in accordance with the respective Tract Parti-
cipations effective during the period that the Unitized Substances were produced.
The amount of Unitized Substances allocated to each Tract, regardless of whether

it is more or less than the actual production of Unitized Substances from the well
or wells, if any, on such Tract, shall be deemed for all purposes to have been pro-
duced from such Tract.

6.2 Distribution Within Tracts. The Unitized Substances allocated to each

Tract shall be distributed among, or accounted for to, the parties entitled to
share in the production from such Tract in the same manner, in the same propor-
tions, and upon the same conditions as they would have participated and shared in
the production from such Tract, or in the proceeds thereof, had this agreement not
been entered into, and with the same legal effect. If any 0il and Gas Rights in

a Tract hereafter become divided and owned in severalty as to different parts of
the Tract, the owners of the divided interests, in the absence of an agreement pro-
viding for a different division, shall share in the Unitized Substances allocated
to the Tract, or in the proceeds thereof, in proportion to the surface acreage of
their respective parts of the Tract.

6.3 Taking Unitized Substances in Kind. The Unitized Substances allocated to

each Tract shall be delivered in kind to the respective parties entitled thereto by
virtue of the ownership of 0il and Gas Rights therein or by purchase from such

owners. Such parties shall have the right to construct, maintain, and operate



within the Unit Area all necessary facilities for that purpose, provided that they
are so constructed, maintained, and operated as not to interfere with Unit Opera-
tions. Any extra expenditures incurred by Unit Operator by reason of the dellvery
in kind of any portion of the Unitized Substances shall be borne by the receiving
party. If & Royalty Owner has the right to take in kind a share of Unitized Sub-
stances and falls to do so, the Working Interest Owner whose Working Interest is
subJect to such Royalty Interest shall be entitled to take in kind such share of
the Unitized Substances.

6.4 Failure to Take in Kind. TIf any party fails to take in kind or separately

dispose of its share of Unitized Substances, Unit Operator shall have the right,

for the time being and subject to revocation at will by the party owning the share,
but not the obligation, to purchase for its own account or sell to others such share
at not less than the average market price for all such sales from the Unitized
Formation; provided that, all contracts of sale by Unit Operator of any other
party's share of Unitized Substances shall be only for such reasonable periods

of time as are consistent with the minimum needs of the industry under the cir-
cumstances; but in no event shall any such contract be for a period in excess of
one year. The proceeds of the Unitized Substances so disposed of by Unit Operator
shall be pald to the party entitled thereto. If, under the provisions of this para-
graph, Unit Operator contrects to sell in interstate commerce any gas nét taken in
kind or separately dilsposed of by the owning party, Unit Operator shall give wsuch
owning party ninety (90) days notice of such sale.

6.5 Responsibility for Royalty Settlements. Any party receiving in kind or

separately disposing of all or part of the Unitized Substances allocated to any
Tract or receiving the proceeds therefrom shall be responsible for the payment
thereof to the persong entitled thereto, and shall indemnify all parties hereto,
including Unlt Operator, against any 1ilability for all royalties, overriding
royalties, production payments, and all other payments chargeable against or pay-
able out of guch Unitized Substances or the proceeds therefrom.

6.6 Roynlty On Outside Substances. If any Outside Substances, consisting of

natural gases, are injected into the Unitized Formation, fifty percent (50%) of
any like substances contained in Unitized Substances subsequently produced and
sold, or used for other than operations hereunder, shall be deemed to be Outside

Substances until the apprepate of sald fifty percent (50%) equals the accumulated
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volume of such natural pases injected into the Unitized Formation., If the Outside
Substances injected be liquefied petroleum gases, or other liquid hydrocarbons, as
distinguished from natural gases then, beginning one (l) year after injection of
such liquefied petroleum gases or other liquid hydrocarbons is commenced, ten per-
cent (10%) of all Unitized Substances produced and sold from the Unitized Formation
shall be deemed to be Qutside Substances until the aggregate value of said ten per-
cent (10%) equals the entire accumulated cost to the Working Interest Owners of
such liquefled petroleum gases or other liquid hydrocarbons injected. No payments
shall be due or payable to Royalty Owners on any substance which is classified
hereby as an Outside Substance.
ARTICLE T
PRODUCTION AS OF THE EFFECTIVE DATE

7.1 0il in Lease Tanks. Unilt Operator shall gauge all lease and other tanks

within the Unit Area to ascertain the amount of merchantable oil produced from the
Unitized Formation in such tanks, above the pipe line connections, as of T:00 a.m.
on the effective date hereof. The oll that 1s a part of the prior allowable of
the wells from which it was produced shall remmsin the property of the parties en-
titled thereto the seme as if the Unit had not been formed. Any such oil not
promptly rexoved may be sold by the Unit Operator for the account of the parties
entitled thereto, subject to the payment of all royalties, overriding royalties,
production rayments, and all other payments under the provisions of the applicable
lease or other contracts. The oil that is in excess of the prior allowable of the
wells from which it was produced shall be regarded as Unitized Substances produced
after the effective date hereof.

7.2 Overproduction. If, as of the effective date hereof, any Tract 1s over-

produced with respect to the allowable of the wells on that Tract and the amount of
overproduction has been sold or otherwise disposed of, such overproduction shall be
regarded as a part of the Unitized Substances produced after the effective date
hereof and shall be charged to such Tract as having been delivered to the parties
entitled to Unitized Substances allocated to such Tract.
ARTICIE 8
USE OR LOSS OF UNITIZED SUBSTANCES

8.1 Use of Unitized Substances. Working Interest Owners may use as much of

the Unitized Substances as they deem necessary for Unit Operations, including but

not limited to the injcction thercof into the Unitized Formation.



8.2 Royalty Payments. No royalty, overriding royalty, production, or other

payments shall be payable upon, or with respect to, Unitized Substances used or
consumed in Unit Operations, or which otherwise may be lost or consumed in the
production, handling, treating, transportation, or storing of Unitized Substances.
ARTICLE 9
TRACTS TO BE INCLUDED IN UNIT

9.1 Qualification of Tracts. On and after the effective date hereof and until

the enlargement or reduction thereof,.the Unit Area shall be composed of the Tracts
listed in Exhibit A that corner or have a common boundary (Tracts separated only by
a public highway or a railroad richt of way shall be considered to have a common
boundary), and that otherwise qualify as follows:

9.1.1 Each Tract as to which Werlkin: Interest Owners owning one hundréd
percent (100%) of the Working Interest have become parties to this agreement
and as to which Royalty Owners owning eighty five percent (85%) or more of
the Royalty Interest have become parties to this agreement.

9.1.2 Each Tract as to which Working Interest Owners owning one hundred
percent (100%) of the Working Interest have become parties to this agreement,
and as to which Royalty Owners owning less than eighty five percent (85%) of
the Royalty Interest have become parties to this agreement, and as to which
(a) all Working Interest Owners in such Tract have joined in a request for
the inclusion of such Tract in the Unit Area, and as to which (b) eighty five
percent (85%) of the combined voting interests of Working Interest Owners in
all Tracts that meet the requirements of Section 9.1.1 have voted in favor of
the inclusion of such Tract. For the purpose of this Section 9.1.2, the voting
interest of a Working Interest Owner shall be equal to the ratio that its Unit
Secondary Percentage Participation attributable to Tracts that qualify under
Section 9.1.1 bears to the total Unit Secondary Percentage Participation of
all Working Interest Owners attributable to all Tracts that qualify under
Section 9.1.1.

9.1.3 Bach Tract as to which Working Interest Owners owning less than one
hundred percent (100%) of the Working Interest have become parties to this
agreement, regardless of the percentage of Royalty Interest therein that is
committed hereto; and as to which (a) the Working Interest Owner who operates

the Tract and all of the other Working Interest Owners in such Tract who have
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become parties to this agrecment have joincd in a request for inclusion of
such Tract in the Unit Area, and have executed and delivered an indemnity
agreement agreeing to indemnify and hold harmless the other Working In-

terest Owners in the Unit Area, their successors and assigne, against all
claime and demands that may be made by the owners of Working Interests in

such Tract who are not parties to this agreement, and which arise out of

the inclusion of the Tract in the Unit Area; and as to which (b) eighty
five percent (85%) of the combined voting interest of Working Interest
Owners.in all Tracts that meet the requirements of Section 9.1.1 and 9.1.2
have voted in favor of the inclusion of such Tract and to accept the
indemnity agreement. For the purpose of this Section 9.1.3, the voting
interest of each Working Interest Owner shall be equal to the ratio that
its Unit Secondary Percentage Participation attributable to Tracts that
qualify under Sections 9.1.1 and 9.1.2 bears to the total Unit Secondary
Percentage Participation of all Working Intereeﬁ Owners attributable to
all Tracts that qualify under Sections 9.1.1 and 9.1.2. Upon the in-
clusion of such a Tract in the Unit Area, the Unit Participation that
would have been attributed to the nonsubscribing owners of the Working
Interest in such Tract, had they become parties to this agreement and

the Unit Operating Agreement, shall be attributed to the Working Interest
Owners in such Tract who have become parties to such agreements, in pro-
portion to their respective Working Interests in the Tract.

9.2 Subsequent Commitment of Interest to Unit. After the effective date

hereof, the commitment of any interest in any Tract within the Unit Area shall
be upon such terms as may be negotiated by Working Interest Owners and the
owner of such interest, but not more favorable to the owner of such interest
than the basis upon which Tracts were admitted on the effective date of this
agreement.

9.3 Revicion of Exhibits. If any of the Tracts in Exhibit A fail to qualify

for inclusion in the Unit Area on the effective date hereof Unit Operator shall
recompute, using the original basis of computation, the Tract Participation of
each of the qualifying Tracts and shall revise Exhibit A and B accordingly, to
be effective as of the effective date hereof upon approval by the Commissioner

of Public Lands of the Gtate of New Mexlco.



ARTICLE 10
TITLES

10.1 Removal of Tract from Unit Area. If a Tract ceases to have suffi -

cient Working Interest Owners or Royalty Owners committed to this agreement to
meet the conditions of Article 9 because of failure of title of any party hereto,
such Tract shall be removed from the Unit Area effective as of the first day of
the calendar month in which the fallure of title is finally determined; however,
the Tract shall not be removed from the Unit Area if, within ninety (90) days

of the date of final determination of the failure of title, the Tract requalifies
under a Section of Article 9.

10.2 BRevision of Exhibits. If a Tract is removed from the Unit Area

because of the failure of title, Unit Operator, subject to Section 5.2, shall
recompute the Tract Participation of each of the Tracts remaining in the Unit
Area and shall revise Exhibits A and B accordingly. The revised exhibits shall
be effective as of the first day of the calendar month in which such failure of
title 1eg finally determined.

10.3 Working Interest Titles. If title to a Working Interest fails, the

rights and oblipgations of Working Interest Owners by reason of the failure of
title shall be governed by the Unit Operating Agreement.

10.4 Royalty Owner Titles. If title to a Royalty Interest fails, but

the Tract to which it relates is not removed from the Unit Area, the party
vwhose title failed shall not be entitled to share hereunder with respect to
such interest.

10.5 Production Where Title is in Dispute. If the title or right of any

party claiming the ripght to receive in kind all or any portion of the Unitized
Substances allocated to a Tract 1s in dispute, Unit Operator at the discretion

of Working Interest Owners shall either:



(a) require that the party to whom such Unitized Substances are de-
livered or to whom the proceeds thereof are paid, furnish security for the
proper accounting therefor to the rightful owner if the title or right of
such party fails in whole or in part, or

(b) withhold and market the portion of Unitized Substances with respect
to which title or right is in dispute, and impound the proceeds thereof until
such time as the title or right thereto is established by a final judgment
of a court of competent jurisdiction or otherwise to the satisfaction of
Working Interest Owners, whereupon the proceeds so impounded shall be paid
to the party rightfully entitled thereto.

ARTICLE 11
EASEMENTS OR USE OF SURFACE

11.1 Grant of Easements. The parties hereto, to the extent of their rights

and interests, hereby grant to Working Interest Owners the right to use as much of
the surface of the land within the Unit Area as may reasonably be necessary for
Unit Operastions; provided that, nothing herein shall be construed as leasing or
otherwise conveying to Working Interest Owners a site for a water, gas injection,
processing or other plant, or camp site.

11.2 Use of Water. Working Interest Owners shall have free use of water from

the Unit Area for Unit Operations, except water from any well, lake, pond, or irriga-
tion ditch of a Royalty Owner.

11.3 Surface Damages. Working Interest Owners shall pay the owner for damages

to growing crops, timber, fences, improvements, and structures on the Unit Area
that result from Unit Operations.
ARTICLE 12
ENLARGIMENTS OF UNIT AREA

12.1 Enlargements of Unit Area. The Unit Area may be enlarged to include

acreage reasonably proved to be productive, upon such terms as may be determined
by Working Interest Owners and upon approval by the Commissioner of Public Lands
of the State of New Mexlco and the 011 Conservation Commission of the State of
New Mexico, including but not limited to, the following:

12.1.1 The acreage shall qualify under a Section of Article 9.



1702 The partiteipation to be alloeated Lo the acrcage chall be reason-
able, faiy, and based on all available information.

12.1.3 There shall be no retroactive allocation or adjustment of Unit
Iixpence or of interests in the Unitized Substances produced, or proceeds
thereof; however, this limitation shall not prevent an adjustment of invest-
ment by reason of the enlargement.

12.2 Determination of Tract Participation. Unit Operator, subject to Section

5}2, shall determine the Tract Participation of each Tract within the Unit Area
as enlarged, and shall revise Exhibits A and B accordingly.

12.3 Effective Date. The effective date of any enlargement of the Unit Area

shall be 7:00 a.m. on the first day of the calendar month following compliance
with conditions for enlargement as specified by Working Interest Owners, approval
of the enlergement by the appropriate governmental authority, if required, end the
filing for record of revised Exhibits A and B in the records of the County or
Counties in which this agreement is recorded.
ARTICLE 13
CHANGE OF TITLE

13.1 Covenant Running With the Land. This agreement shall extend %o, be bind-

ing upon, and inure to the benefit of, the respective heirs, devisees, legal repre-
sentatives, successors, and assigns of the parties hereto, and shall constitute a
covenant running with the lands, leases, and interests covered hereby.

13.2 Notice of Transfer. Any conveyance of all or any part of any interest

owned by any party hereto with respect to any Tract shall be made expressly subject
to this agrecment. No change of title shall be binding on the Unit Operator, or
upon any party hereto other than the party so transferring, until the first day

of the ecalendar month next succeeding the date of receipt by Unit Operator of a
photocopy or a certified copy of the recorded instrument evidencing such change in
ownership,

13.3 Waiver ol Riphts to Partitjon. Each party hereto covenants that, during

the existence of this agreement, i1 will not resort to any action to partition the
Unit Arca or Ghe Unit Bguipment, and ho that extent waives the benefits of all laws
authorizing cach parbilLion.
ARTTCTA 1h
RELATLONGHIY O1FF PARTTIED

8.3 U Poetuervehip. The dulicns, oblignbions, and Liabilitics of the parties
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reto are intended to be several and not joint or collective. This agreement is

not intended to create, and shall not be construed to create, an association or
trust, or to impose a partnership duty, obligation, or liability with regard to

any one or more of the parties hereto. FEach party hereto shall be individuslly

responsible for its own obligations as herein provided.

4.2 No Sharing of Market. This agreement is not intended to Provide, and
shall not be construed to provide, directly or indirectly, for any cooperative
refining, joint sale, or marketing of Unitized Substances.

14.3 Foyalty Owners I'ree of Costs. This agreement is not intended to impose,

and shall not be construed to impose, .pon any Royalty Owner any obligation to pay

for Unit Expense unless such Royalty Owner is otherwise so obligated.

b,k Information to Royalty Owners. FEach Royalty Owner upon written request
therefor shall be entitled to 8ll information in Possession of Unit Operator to

which such Royalty Owner 1s entitled by an existing agreement with any Working

Interest Owrer.
ARTICIE 15
LAWS AND REGULATIONS

15.1 Laws and Regulations. This agreement shall be subject to the conserva-

tion laws of the State of New Mexico; to the valid rules, regulations, and orders
of the 0il Conservation Commission of New Mexico; and to all other applicable
federal, state, and municipal laws, rules, regulations, and orders.
ARTICLE 16
FORCE MAJEURE

16.1 Force Majeure. All obligations imposed by this agreement on each party,

except for the payment of money, shall be suspended while compliance is prevented,
in whole or in part, by a strike, fire, war, civil disturbance, act of God; by
federal, state, or municipal laws; by any rule, regulation, or order of a govern-
mental agency; by inability to secure materials; or by any other cause or causes
beyond reasonable control of the party. No party shall be required against its
will to adjust or settle any labor dispute. Neither this agreement nor any lease
or other inntrument subject hereto shall be terminated by reason of suspension of
Unit Operations duc to any one or more of the causes set forth in this Article.
ARTTICLE 17
EIFFRCTIVES DATE

17.1 Effective Date. This apgreement shall become binding upon each party as




of the date such party signs the instrument by which it becomes a party hereto,
and, unless sooner terminated as provided in Section 17.2, shall become effective
a8 to qualified Tracts at the time and date as determined by the Working Interest
Owners in all the qualified Tracts, and set forth in a certificate filed for re-
cord by Unit Operator in Lea County, New Mexico. The certificate shall also recite
the percentage of the Unit Area represented by the Tracts qualified under Article
9, the book and page in which a counterpart of this agreement has been recorded,
and the case number and order number of the order of approval by Governmental
authority, if obtained. The certificate shall not be filed until after the fol-
lowing regquirements have been met:

17.1.1 Tracts comprising eighty five percent (85%) or more of the Unit Area
as shown on the original Exhibit B have gualified under the provisions of
Articls 9.

17.1.2 At least one counterpart of this agreement has been filed for
record by Unit Operator in Lea County, New Mexico.

17.1.3 This agreement has been approved by the 0il Conservation Comnission
of the State of New Mexico.

17.1.4 This agreement has been approved by the Commissioner of Public
Lands of the State of New Mexico.

17.2 Ipso Facto Termination. If the requirements of Section 17.1 are not accom-

plished on or before July 1, 1962, this agreement shall ipso facto terminate on that
date (hereinafter called "termination date") and thereafter be of no further effect,
unless prior thereto Working Interest Owners owning a combined Unit Secondary
Percentage Participation of at least eighty five percent (85%) have become parties
to this agreement and have decided to extend the termination date for a period not
to exceed six (6) months. If the termination date is so extended and the require-
ments of Section 17.1 are not accomplished on or before the extended termination date,
this agreement shall ipso facto terminate on the extended termination date and there-
after be of no further effect. For the purpose of this section, Unit Participation
shall be as shown on the oripginal Fxhibit C attached to the Unit Operating Agreement.
ARTICLE 18
TERM
18.1 Term. The temm of this apreement shall be for the time that Unitized

Subgstances are produced in paving quantities and as long thereafter as Unit

~18-



Operations are conducted without a cessation of more than one hundred eighty (180)

consecutive days, unless sooner terminated by Working Interest Owners in the manner

herein provided.

18.2 Termination by Working Interest Owners. This agreement may be terminated

by Working Interest Owners having a combined Unit Secondary Percentage Participation
of at least eighty five percent (85%) whenever such Working Interest Owners determine

that Unit Operations are no longer profitable or feasible.

18.3 Effect of Termination. Upon termination of this agreement, the further

development and operation of the Unitized Formation as a unit shall be abandoned,
Unit Operations shall cease, and thereafter the parties shall be governed. by the

provisions of the leases and other instruments affecting the separate Tracts..-—

18.4 Salvaging Equipment Upon Termination. If not otherwise granted by the

leases or other instruments affecting each Tract unitized under this agreement,
Royalty Owners hereby grant Working Interest Owners a period of six (6) months
after the date of termination of this agreement within which to salvage and remove
Unit Equipment.

ARTICLE 19

EXECUTION

19.1 Original, Counterpart, or Other Instrument. A person may become =

party to this agreement by signing the original of this instrument, a counterpart
thereof, or other instrument agreeing to be bound by the provisions hereof. The
signing of any such instrument shall have the same effect as if all the parties
had signed the same instrument.

19.2 Joinder in Dual Capacity. Execution as herein provided by any party as

either a Working Interest Owner or a Royalty Owner shall commit all interests that
may be owned or controlled by such party.
ARTICLE 20
GENERAL

20.1 Amendments Affecting Working Interest Owners. Amendments hereto relating

w10



wholly to Working Interest Owners may be made if signed by all Working Interest
Owners.

20.2 Action by Working Interest Owners. Any action or approval required by

Working Interest Owners hereunder shall be in accordance with the provisione of
the Unit Operating Agreement.

20.3 Lien of Unit Operator. Unit Operator shall have a lien upon the in-~

terests of Working Interest Owners in the Unit Area to the extent provided in
the Unit Operating Agreement.
IN WITNESS WHEREOF, The parties hereto have executed this agreement on the

dates opposite their respective signatures.

WORKING INTEREST OWNERS

DATE: THE BRITISH-AMERICAN OIL PRODUCING CMPANY
ATTEST: By

By Its

Its

DATE: AMERADA PETROLEUM CORPORATION
ATTEST: By

By Its

Its

DATE: AZTEC OIL & GAS COMPANY
ATTEST: By

By Its

Its

DATE: CARPER DRILLING COMPANY, INC.
ATTEST: By

By Tts

Its

DATE: DIXILYN CORPORATION

ATTEST: By

By Its

Its




DATE:

ATTEST:

By

Its

DATE:

ATTEST:

By

Its

DATE :

DATE:

DATE:

DATE:

GULF OIL CORPORATION

By

Its

TEXACO, INC.

By

Its

ROYALTY OWNERS




STATE OF
County of

Before me, the undersigned authority, on this day personally appeared
) President of ’

known to me to be the person and officer whose neme 1s subscribed to the Toregoing
instrument, and acknowledged to me that the same wae the free act and deed of the
said y 8 corporation, and that he having
been duly authorized by the Board of Directors of said corporation, executed the
same a8 hie free and voluntary act and deed, and as the free and voluntary act and
deed of such corporation, for the purposes and consideration therein expressed, and
in the capacity therein stated.

Given under my hand and seal of office at , this
the day of , AD., 19 .

My commission expires:

Notary Public

STATE OF
County of

Before me, the undersigned authority, on this day personally appeared
’ Presldent of ,

known to me to be the person and officer whose name is subscribed to the foregoing
instrument, and acknowledged to me that the same was the free act and deed of the
paid , a corporation, and that he having
been duly authorized by the Board of Directors of sald corporation, executed the
same as his free and voluntary mect and deed, and as the free and voluntary act and
deed of such corporavion, for the purposes and consideration therein expressed, and
in the capacity therein stated.

Given under my hand and seal of office at , this
the day of , A.D., 19 .

My commission expires:

Notary Public

STATE OF )
BB.

County of

Before me, the undersipgned, a Notary Public, in and for said County and
State, on this day of , 19 , personally appeared
, to me known to be the identlical person who executed the
Wwithin ond forepoing tnstrument, and acknowledped to me that he executed the same
ag his free and voluntary act and deed for the uses and purposes therein set forth.

Glven under my hand and seal of office the doy and year 1ast above written.

My comminoion ocxplirea:

Notary Public



SUATE OF
aa,
County of

Before me, the undersigned, a Notary Public, in and for said County and
Btate, on this day of , 19 s pereonally appeared
y Yo me known to be the identical person who executed the
within and foregoing instrument, and acknowledged to me thet he executed the same
as his free and voluntary act and deed for the uses and purposes therein set forth.

Given under my hand and seal of office the day and year last above written.

My commission expires:

Notary Public

BTATE OF
8o,
County of

Before me, the undersigned, a Notary Public, in and for said County and
Btate, on thisp day of y 19 y personally appeared
, to me known to be the identical person who executed the
within and foregoing instrument, and acknowledged to me that he executed the same
as his free and voluntary act and deed for the uses and purposes therein set forth,

OGiven under my hand and seal of office the day and year last above written.

My commission expires:

Notary Public

STATE OF
88.
County of

Before me, the undersigned, a Notary Public, in and for said County and
State, on thisg day of , 19 , personally appeared
, to me known to be the identical person who executed the
within and foregoing instrument, and acknowledged to me that he executed the same
as his free and voluntary act and deed for the uses and purposes therein set forth.

Given under my hand and seal of office the day and year last above written.

My commission expires:

Notary Public
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UNIT OPERATING AGREEMENT
Jalmat Field Yates Sand Unit
Lea County, New Mexico

THIS AGREEMENT, entered into as of the first day of April, 1962, by the
parties who have signed the original of this instrument, a counterpart thereof,
or other instrument agreeing to be bound by the provisions hereof;

WITNESSETH:

WHEREAS, The parties hereto as Working Interest Owners have executed, as of
the date hereof, an agreement entitled, '"Unit Agreement, Jalmat Field Yates Sand
Unit, Lea County, New Mexico", herein referred to as "Unit Agreement", which,
smong other things, provides for a separate agreement to be entered into by
Working Interest Owners to provide for the development and operation of the Unit
Area as therein defined;

NOW, THEREFORE, In consideration of the mutual agreements herein set forth,
it is agreed as follows:

ARTICLE 1
CONFIRMATION OF UNIT AGREEMENT

1.1 Confirmstion of Unit Agreement. The Unit Agreement is hereby confirmed

and by reference made a part of this agreement. The definitions in the Unit Agree-
ment are adopted for all purposes of this agreement. If there is any conflict
between the Unit Agreement and this agreement, the Unit Agreement shall govern.
ARTICLE 2
EXHIBITS
2.1 Exhibits. The following exhibits are incorporated herein by reference:

2.1.1 Exhibits A and B of the Unit Agreement.

2.1.2 Exhibit C, attached hereto, which i1s a schedule showing the Working
Interest of each Working Interest Owner in each Tract, the percentage of total
Unit Participation attributable to each such interest, and the total Unit
Participation of each Working Interest Owner. Exhibit C, or a revision
thereof, shall not be conclusive as to the information therein, except it
may be used as showing the Unit Participations of the Working Interest
Owners for purposes of this agreement until shown to be in error or is

revigsed as herein authorized.



2.1.3 Exhibit D, altached hereto, which is the Accounting Procedure
applicable to Unit Operations. If there is any conflict between this
agreement and Exhibit D, this agreement shall govern.

2.1.4 Exhibit E, attached hereto, which contains insurance provisions
appllcable to Unit Operations.

2.2 Revision of Exhibits. Whenever Exhibits A and B are revised, Exhibit C

shall be revised accordingly and be effective as of the same date. Unit Operator
shall also revise Exhibit C from time to time as required to conform to changes in
ownership of which Unit Operator has been notified as provided in the Unit Agree-
ment,
ARTICLE 3
SUPERVISION OF OPERATIONS BY WORKING INTEREST OWNERS

3.1 Overall Supervision. Working Interest Owners shall exercise overall

supervision and control of all matters pertaining to Unit Operations pursuant to
this agreement and the Unit Agreement. In the exercise of such authority, each
Working Interest Owner shall act solely in its own behalf in the capacity of an
individual owner and not on behalf of the owners as an entirety.

3.2 3pecific Authorities and Duties. The matters with respect to which the

Working Interest Owners shall decide and take action shall include, but not be

limited to, the following:

3.2.1 Method of Operation. The method of operation, including any type

of pressure maintenance, secondary recovery, or other recovery program to

be employed.

3.2.2 Drilling of Wells. The drilling of any well whether for production

of Unitized Substances, for use as an injection well, or for other purposes.

3.2.3 Well Recompletions and Change of Status. The recompletion, abandon-

ment, or change of status of any well, or the use of any well for injection

or other purposes.

3.2.4 Expenditures. The making of any single expenditure in excess of

Seven thousand five hundred Dollars ($7,500); provided that, approval by
Working Interest Owners of the drilling, reworking, deepening, or plugging
back of any well shall include approval of all necessary expenditures re-
quired tlerefor, and for completing, testing, and equipping the same, includ-

ing necessary flow lines, separators, and lease tankage.

ol



3.2.5 Disposition of Unit quipment. The selling or otherwise disposing
of any major item of surplus Unit Equipment, if the current list price of new
equipment similar thereto is two thousand Dollars ($2,000) or more.

3.2.6 Appearance Before a Court or Regulatory Agency. The designating

of a representative to appear before any court or regulatory agency in matters
pertaining to Unit Operations; provided that, such designation shall not pre-
vent any Working Interest Owner from appearing in person or from designating
another representative in its own behalf.
3.2.7 Audits. The auditing of the accounts of Unit Operator pertaining
to Unit Operations hereunder; provided that, the audits shall
(a) not be conducted more than once each year except upon the resigna-
tion or removal of Unit Operator,
(») be made at the expense of all Working Interest Owners other than
the Working Interest Owner designated as Unit Operator, and
(c) be made upon not less than thirty (30) days' written notice to Unit
Operator.
3.2.8 Inventories. The taking of periodic inventories under the terms of
Exhibit D.

3.2.9 Technical Services. The authorizing of charges to the joint account

for services by consultants or Unit Operator's technical personnei’not covered
by the overhead charges provided by Exhibit D.

3.2.10 Assignments to Committees. The appointment of committees to study

any problems in connection with Unit Operations.
3.2.11 The removal of Unit Operator and the selection of a successor.
3.2.12 The enlargement of the Unit Area.
3.2.13 The adjustment and readjustment of investments.
3.2.14 The termination of the Unit Agreement.
ARTICLE L
MANNER OF EXERCISING SUPERVISION

4.1 Designation of Representatives. Each Working Interest Owner shall in

writing ‘nform Unit Operator of the names and addresses of the representative and
alternate who are authorized to represent and bind such Working Interest Owner with
respect to Unit Operations. The representative or alternate may be changed from

time to time by written notice to Unit Operator.



h.2 Meetings. All meetings of Working Interest Owners shall be called by
Unit Operator upon its own motion or at the request of one or more Working Interest
Owners having a total Unit Secondary Percentage Participatien of not less than ten
percent (10%). No meeting shall be called on less than fourteen (1l4) days' advance
written notice, with agenda for the meeting attached. Working Interest Owners who
attend the meeting shall not be prevented from amending items included in the agenda
or from deciding the amended item or other items presented at the meeting. The

representative of Unit Operator shall be chairmen of each meeting.

L.3 Voting Procedure. Working Interest Owners shall decide all matters

coming before them as follows:

4.3.1 Voting Interest. REach Working Interest Owner shall have a voting

interest equal to its Unit Secondary Percentege Participation.

4.3.2 Vote Required--Generally. Unless otherwise provided herein or in

the Unit Agreement, all matters shall be decided by an affirmative vote of
three (3) or more Working Interest Owners owning seventy five percent (75%)
or nore voting interest; provided that, should any one Working Interest
Owner have more than seventy five percent (75%) voting interest, its vote
must be supported by the vote of two (2) or more Working Interest Owners
having a combined voting interest of at least five percent (5%).

4.3.3 Vote at Meeting by Nonattending Working Interest Owner. Any

Working Interest Owner who is not represented at a meeting may vote by
letter or telegram addressed to the representative of the Unit Operator
if its vote is received prior to the vote on the item or may delegate his
vote by proxy to a working interest owner or representative thereof who
does attend the meeting provided the representative of Unit Operator is
notified of the proxy by letter or telegram prior to the vote on the item
or items to which the proxy applies.

4.3.4 Poll Votes. Working Interest Owners may vote on and decide, by
letter or telegram, any matter submitted in writing to Working Interest
Owners, if no meeting is requested, as provided in Section 4.2, within
seven (7) days after the proposal is sent to Working Interest Owners. Unit
Operator will give prompt notice of the results of the voting to all Working

Tr+aroct Mime ra .



ARTICLE 5
INDIVIDUAL RIGHTS OF WORKING INTEREST OWNERS

5.1 Beservation of Rights. Working Interest Owners severally reserve to

themselves all their rights, except as otherwise provided in this agreement and
the Unit Agreement.

5.2 Epecific Rights. FEach Working Interest Owner shall have, among others,

the following specific rights:

5.2.1 Access to Unit Area. Access to the Unit Area at all reasonable

times to inspect Unit Operations, all wells, and the records and data per-
taining thereto.

5.2.2 Reports. The right to receive from Unit Operator, upon written
request, copies of all reports to any governmental agency, reports of crude
oil runs and stocks, inventory reports, and all other information pertaining
to Unit Operations. The cost of gathering and furnishing information not
ordinarily furnished by Unit Operator to all Working Interest Owners shall
be charged to the Working Interest Owner who requests the information.

ARTICLE 6
UNIT OPERATOR

6.1 Initial Unit Operator. The British-American 0il Producing Company is

hereby designated as Unit Operator.

6.2 Resignation or Removal. Unit Operator may resign at any time. Working

Interest (Qwners may remove Unit Operator at any time by the affirmative vote of at
least seventy five percent (75%) of the voting interest remaining after excluding
the voting interest of Unit Operator. A Unit Operator that resigns or is removed
shall not be released from its obligations hereunder for a period of three (3)
months after the resignation or discharge, unless a successor Unit Operator has
taken over Unit Operations prior to the expiration of such period.

6.3 Selection of Successor. Upon the resignation or removal of a Unit Operator,

a successor Unit Operator shall be selected by Working Interest Owners. If the
Unit Operator that is removed votes only to succeed itself, the successor Unit
Operator may be selected by the affirmative vote of at least seventy five percent
(75%) of the voting interest remaining after excluding the voting interest of the

Unit Operator that was removed.



ARTICLE 7
AUTHORITIES AND DUTIES OF UNIT OPERATOR

7.1 Exclusive Right to Operate Unit. Subject to the provisions of this agree-

ment and to instructions from Working Interest Owners, Unit Operator shall have
the exclusive right and be obligated to conduct Unit Operations.

T.2 Workmanlike Conduct. Unit Operator shall conduct Unit Operations in a

good and workmanlike manner as would a prudent operator under the same or similar
circumstances. Unit Operator shall freely consult with Working Interest Owners
and keep theﬁ informed of all matters which Unit Operator, in the exercise of its
best judgment, considers important. Unit Operator shall not be liable to Working
Interest Owners for damages, unless such damages result from its gross negligence
or willful misconduct.

7.3 Liens and Encumbrances. Unit Operator shall endeavor to keep the lands

and leases in the Unit Area free from all liens and encumbrances occasioned by
Unit Operations, except the lien of Unit Operator granted hereunder.
7.4 Employees. The number of employees used by Unit Operator in conducting
Unit Operations, their selection, hours of labor, and compensation shall be deter-
mined by Unit Operator. Such employees shall be the employees of Unit Operator.
7.5 Records. Unit Operator shall keep correct books, accounts, and records
of Unit Operations.

7.6 Reports to Working Interest Owners. Unit Operator shall furnish to Work-

ing Interest Owners periodic reports of Unit Operations.

T.7 Reports to Governmental Authorities. Unit Operator shall make all reports

to governmental authorities that it has the duty to make as Unit Operator.

7.8 Engineering and Geological Information. Unit Operator shall furnish to

a Working Interest Owner, upon written request, a copy of the log and other engineer-
ing and geological data pertaining to wells drilled for Unit Operations.

7.9 Expenditures. Unit Operator i1s authorized to make single expenditures not

in excess of seven thousand five hundred Dollars ($7,500) without prior approval of
Working Interest Owners. If an emergency occurs, Unit Operator may immediately
make or incur such expenditures as in i1ts opinion are required to deal with the
emergency. Unit Operator shall report to Working Interest Owners, as promptly

as possihle, the nature of the emerpency and the action taken,



7.10 Wells Drilled by Unit Operator. All wells drilled by Unit Operator shall

be at the usual rates prevailing in the area, Unit Operator may employ its own
tools and equipment, but the charge therefor shall not exceed the prevailing rate
in the area, and the work shall be performed by Unit Operator under the same terms
and conditions as are usual in the area in contracts of independent contractors
doing work of a similar nature.

T.11 Border Agreements. Subject to the approval of the appropriate govern-

mental authority or authorities, the Unit Operator, with the approval of Working
Interest Owners according to Paragraph 4.3.2 hereof may enter into a border-pro-
tection agreement or agreements with the Working Interest Owners of adjacent lands
along the boundary of the Unit Area with respect to the operations in the border
area for the maximum ultimate recovery, conservation purposes and proper protection
of the parties and interests.

ARTICLE 8

TAXES

8.1 Ad Valorem Taxes. Unit Operator shall make and file all necessary ad

valorem tax renditions and returns with the proper taxing authorities covering all
real and personal property of each Working Interest Owner used or held by Unit
Operator in Unit Operations. Unit Operator shall settle assessments arising
therefrom. All such ad valorem taxes shall be paid by Unit Operator and charged
to the joint account; provided that, if the interest of a Working Interest Owner
is subject to a sepdrately assessed overriding royalty interest, production pay-
ment, or other interest in excess of a one eighth (1/8) royalty, such Working
Interest Owner shall be given credit for the reduction in taxes paid resulting
therefrom.

8.2 Other Taxes. FEach Working Interest Owner shall pay or cause to be paid
all production, severance, gathering, and other taxes imposed upon or in respect
of the production or handling of its share of Unitized Substances.

ARTICLE 9
INSURANCE

9.1 Insurance. Unit Operator, with respect to Unit Operations, shall do the
following:

9.1.1 Comply with the Workmen's Compensation Law of the State of New

Mexico.



9.1.2 Carvy lmployer's Liablllity Insurance with a minimum coverage of
twenty-five thousand dollars ($25,000) and other insurance as required by
the laws of the State of New Mexico.

9.1.3 Carry other insurance as set forth in Exhibit E.

ARTICLE 10

ADJUSTMENT OF INVESTMENTS
10.1 Personal Property Taken Over. Upon the Effective Date hereof, Working

Interest Owners shall deliver to Unit Operator the following:
10.1.1 Wells. All wells completed in the Unitized Formation.

10.1.2 Well and Lease Equipment. The casing and tubing in each such well,

the wellhead connections thereon, and all other lease and operating equipment
that 1is used in the operation of such wells which Working Interest Owners
determine is necessary or desirable for conducting Unit Operations.

10.1.3 Records. A copy of all production and well records that pertain
to such wells.

10.2 Inventory and Evalustion of Personal Property. Working Interest Owners

shall at Unit Expense inventory and evaluate in accordance with the provisions of
Exhibit D the personal property taken over. Casing shall be included in the in-

ventory and adjustment but shall be priced at no value.

10.3 Investment Adjustment. Upon approval by Working Interest Owners of the

inventory and evelustion, each Working Interest Owner shall be credited with the
value of its interest in all personal property taken over under Section 10.1.2, and
shall be charged with an amount equal to that obtained by multiplying the total
value of all personal property taken over under Section 10.1.2 by such Working In-
terest Owner's Unit Secondary Percentage Participation. If the charge against any
Working Interest Owner is greater than the amount credited to such Working Interest
Owner, the resulting net charge shall be an item of Unit Expense chargeable against
such Working Interest Owner. If the credit to any Working Interest Owner is greater
than the amount charged against such Working Interest Owner, the resulting net
credit shall be paid to such Working Interest Owner by Unit Operator out of funds
received by it in settlement of the net charges described above.

10.4 General Fecilities. The acquisition of warehouses, warehouse stocks,

lease houses, camps, facility systems, and office buildings necessary for Unit
Operations shall be by negotiation by the owners thereof and Unit Operator,; sub-

lect to the approval of Working Interest Owmers,



105 Ownershdp ot Persowild Properly and Faellitlies,  kach Working interest

Owvner hercby exchanges ils fnterest in all of the personal property described in
Paragraph 10.1 that it contributes to the Unit for its proportionate interest in all
such property described in Paragraph 10.1 that is contributed to the Unit. Each
Working Interest Owner, individually, shall by virtue hereof own an undivided in-
terest, equal to its Unit Secondary Percentage Participation, in all personal
property and facilities taken over or otherwise acquired by Unit Operator pursuant

to this agreement.
ARTICLE 11
UNIT EXPENSE

11.1 Basis of Charge to Working Interest Owners. Unit Operator initially

shall pay all Unit Expense. BEach Working Interest Owner shall reimburse Unit
Operator for its share of Unit Expense. Fach Working Interest Owner's share of
operating expense shall be the same as its Unit Participation at the time such
expenses are incurred; and each Working Interest Owner's share of the costs of
capital improvements shall be its Unit Secondary Percentagé Participation. All
charges, credits, and accounting for Unit Expense shall be in accordance with
Exhibit D.

11.2 Budgets. Before or as soon as practical after the effective date hereof,
Unit Operator shall prepare a budget of estimated Unit Expense for the remainder of
the calendar year, and, on or before the first day of each October thereafter, shall
prepare such a budget for the ensuing calendar year. A budget shall set forth the
estimated Unit Expense by‘quarterly periods. Budgets shall be estimates only, and
shall be adjusted or corrected by Working Interest Owners and Unit Operator when-
ever an adjustment or correction is proper. A copy of each budget and adjusted
budget shall promptly be furnished to each Working Interest Owner.

-

11.3 Advance Billings. Unit Operator shall have the right to require Working

Interest Owners to advance their respective shares of estimated Unit Expense by
submitting to Working Interest Owners, on or before the 15th day of any month,

an itemized estimate thereof for the succeeding month, with a request for payment
in advance. Within fifteen (15) days thereafter, each Working Interest Owner shall
pay to Unit Operator its share of such estimate. Adjustments between estimated and
actual Unit Expense shall be made by Unit Operator at the close of each calendar
month, and the accounts of Working Interest Owners shall be adjusted accordingly.

11.4 Commingling of TFunds. No funds received by Unit Operator under this

agreement need be sceprepated or maintained by it as a separate fund, but may be

commingsled with its own funds.



11.5 Lien of Unit Cperator. Lach Working Inlerest Owner grants to Unit

Operator a lien upon its 0il and Gas Rights in each Tract, its share of Unitized
Substances when produced, and its interest in all Unit Equipment, as security
ror payment of its share of Unit Expense, together with interest thereon at the
rate of eight percent (8%) per annum. Unit Operator shall have the right to bring
sult to enforce collection of such indebtedness with or without seeking fore-
closure of the lien. 1In addition, upon default by any Working Interest Owner in
the payment of its share of Unit Expense, Unit Operator shall have the right to
collect from the purchaser the proceeds from the sale of such Working Interest
Owner's share of Unitized Substances until the amount owed by such Working In-
terest Owner, plus interest as aforesaild, has been pald. Each purchaser shall
be entitled to rely upon Unit Operator's written statement concerning the amount
of any default.

11.6 Unpaid Unit Expense. If any Working Interest Owner fails to pay its

share of Unit Expense within sixty (60) days after rendition of a statement there-
for by Unit Operator, each Working Interest Owner agrees, upon request by Unit
Operator, to pay its proportionate part of the unpaild share of Unit Expense of

the defaulting Working Interest Owner. The Working Interest Owners that pay the
share of Unit Expense of a defaulting Working Interest Owner shall be reimbursed
by the Unit Operator for the amount so paid, plus any interest collected thereon,
upon receipt by Unit Operator of any past due amount collected from the defaulting
Working Interest Owner. Any Working Interest Owner so paying a defaulting Working
Interest Owner's share of Unit Expenses shall be subrogated to the lien and rights
herein granted Unit Operator.

11.7 Uncommitted Royalty. Should an owner of a Royalty Interest in any Tract

fail to become a party to the Unit Agreement, and, as a result thereof, the actual
Royalty Interest payments with respect to such Tract are more or less than the

Royalty Interest payments computed on the basis of the Unitized Substances that

are allocated to such Tract under the Unit Agreement, the difference shall be

borne by or inure to the benefit of Working Interest Owners, in proportion to their
respective Unit Participations in effect at the time such burden or benefit due to
uncommitted royalty as described herein, is incurred; however, the difference to be
borne by or inure to the benefit of Working Interest Owners shall not exceed an amount

computed on the basis of one eighth (1/8) of the difference between the Unitized

-10-



Substances allocated to the Tract and the Unitized Substances produced from the
Tract. ESuch adjustments shall be made by charges and credits to the joint account.
ARTICLE 12
NON-UNITIZED FORMATIONS

12.1 Right to Operate. Any Working Interest Owner that now has or hereafter

acquires the right to drill for and produce oil, gas, or other minerals, from
other than the Unitized Pormation, shall have the right to do so notwithstanding
this agreement or the Unit Agreement. In exercising the right, however, the
Working Interest Owner shall exercise reasonable precaution to prevent unreason-
able interference with Unit Operations. No Working Interest Owner shall produce
Unitized Substances through any well drilled or operasted by it. If any Working
Interest Owner drills any well into or through the Unitized Formation, the
Unitized Formation shall be protected in a manner éatisfactory to Working In-
terest Owners so that the production of Unitized Substances will not adversely
be affected.

ARTICLE 13

TITLES

13.1 Warranty and Indemnity. Each Working Interest Owner represents and

warrants that it is the owner of the respective working interests set forth oppo-
gite its name in Exhibit C, and hereby agrees to indemnify and hold harmless the
other Working Interest Owners from any loss due to failure, in whole or in part,

of its title to any such interest, =xcept failure of title arising out of Unit
Operations; provided that, such indemnity shall be limited to an amount equal to
the net vaelue that has been received from the sale or receipt of Unitized Sub-
stances attributed to the interest as to which title failed. Each failure of title
will be deemed to be effective, insofar as this agreement is concerned, as of the
first day of the calendar month in which such failure is finally determined, and
there shall be no retroactive adjustment of Unit Expense, or retroactive alloca-
tion of Unitized Substances or the proceeds therefrom, as a result of title failure.

13.2 I ilure Because of Unit Operations. The failure of title to any Working

Interest in any Tract by reason of Unit Operations, including non-production from
such Tract, shall not change the Unit Participation of the Working Interest Owner
whose title failed in relation to the Unit Participations of the other Working

Interest Owners at the time of the title failure.
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ARTICLE 1k
LIABILITY, CLAIMS, AND SUITS

14.1 Individual Liability. The duties, obligations, and liabilities of

Working Interest Owners shall be several and not joint or collective; and nothing
herein contained shall ever be construed as creating a partnership of any kind,
Joint venture, association, or trust among Working Interest Owners.

14.2 Settlements. Unit Operator may settle any single damage claim or suit
involving Unit Operations but not involving an expenditure in excess of one
thousand Dollars ($1,000) provided the payment is in complete settlement of such
claim or sult. If the amount required for settlement exceeds the above specified
amount, Working Interest Owners shall assume and take over the further handling
of the claim or suit unless such authority is expressly delegated to Unit Operator.
All costs and expense of handling, settling, or otherwise discharging such claim
or suit shall be an item of Unit Expense., If a claim is made agalnst any Working
Interest Owner or if any Working Interest Owner is sued on account of any matter
arising from Unit Operations and over which such Working Interest Owner individually
has no control because of the rights given Working Interest Owners and Unit Operator
by this agreement and the Unit Agreement, the Working Interest Owner shiall immed-
iately notify the Unit Operator, and the claim or suit shall be treat: 1 as any
other claim or suit involving Unit Operations.

ARTICLE 15
INTERNAL REVENUE PROVISION

15.1 Internal Revenue Provision. Each Working Interest Owner hereby elects

that it and the operations covered by this agreement be excluded from the applica-
tion of Subchapter K of Chapter 1 of Sub-title A of the Internal Revenue Code of
1954, or such portion thereof as the Secretary of the Treasury of the United States
or his delegate shall permit by election to be excluded therefrom. Unit Operator
is hereby authorized and directed to execute on behalf of each Working Interest
Owner such additional or further evidence of the election as may be required by
regulations issued under said Subchapter K. Should the regulations require each
party to execute such further evidence, each Working Interest Owner agrees to
execute or join in the execution thereof. The election hereby made and the other

arovicions of this parasravh shall soply in like manner to applicable state laws,



regulations, and rulings now in effect or hereafter enacted that have an effect
similar to the federal provisions referred to herein.

ARTICIE 16

NOTICES

16.1 Notices., All notices required hereunder shall be in writing end shall

be deemed to have been properly served when sent by mail or telegram to the
address of the representative of each Working Interest Owner as furnished to
Unit Operator in accordance with Article k.

ARTICLE 17

WITHDRAWAL OF WORKING INTEREST OWNER
17.1 Withdrawal. A Working Interest Owner may withdraw from this agreement

by transferring, without warranty of title, either express or implied, to the
other Working Interest Oﬁners who do not desire to withdraw, all its 0il and Gas
Rights together with its interest in all Unit Equipment and in all wells used in
Unit Operations. Such transfer shall nct relieve said Working Interest Owmer
from any obligation or liebility incurred prior to the date of the delivery of
the transfer, which delivery may be made to Unit Operator as Agent for the trans-
ferees. The interest transferred shall be owned by the transferees in proportion
to their respective Unit Participations. The transferees, in proportion to the
respective interests so acquired, shall pay transferor, for its interest in Unit
Equipment, the fair salvage value thereof as estimated and fixed by Working In-
terest Owners. After the date of delivery of the transfer, the withdrawing
Working Intereet Owner shall be relieved from all further obligations and
liability hereunder and under the Unit Agreement, and the rights of such Work-
ing Interest Owner hereunder and under the Unit Agreement shall cease insofar
as they existed by virtue of the interest transferred.

ARTICLE 18

ABANDONMENT OF WELLS

18.1 Rights of Former Owners. If Working Interest Owners decide to abandon

permanently any well within the Unit Area prior to termination of the Unit Agree-
ment, Unit Operator shall give written notice thereof to the Working Interest
Owners of the Tract on which the well is located, and they shall have the option

for a period of ninety (90) days after the sending of such notice to notify Unit



Operator in writing of their election to take over and own the well. Within ten
(10) days after the Working Interest Owners of the Tract have notified Unit
Operator of their election to take over the well, they shall pay Unit Operator,
for credit to the joint account, the amount estimated by Working Interest Owners
to be the net salvage value of the casing and equipment in and on the well. The
Working Interest Owners of the Tract, by taking over the well, agree to sesl off
effectively and protect the Unitized Formation, and upon abandonment to plug the
well in complience with applicable laws and regulations.

18.2 Plugging. If the Working Interest Owners of a Tract do not eleet to
take over a well located thereon which is proposed for abandonment, Unit Operator
shall plug and abandon the well in compliance with applicable laws and regulations.

ARTICLE 19
EFFECTIVE DATE AND TERM

19.1 Effective Date. This agreement shall become effective on the date and

at the time that the Unit Agreement becomes effective.

19.2 Term. This agreement shall continue in effect so.long as the Unit Agree-
ment remains in effect, and thereafter until (a) all unit wells have been abandoned
and plugged or turned over to Working Interest Owners in accordance with Article
20, (b) all Unit Equipment and real property acquired for the joint account have
been disposed of by Unit Operator in accordance with instructions of beking
Interest Owners, and (c) there has been a final accounting.

ARTICLE 20
ABANDONMENT OF OPERATIONS

20.1 Termination. Upon termination of the Unit Agreement, the following

will occur:

20,1.1 0il and CGas Rights. 0il and Gas Rights in and to each separate

Tract shall no longer be affected by this agreement, and thereafter the parties
shall be governed by the terms and provisions of the leases, contracts, and
other instruments affecting the separate Tracts.

20.1.2 Right to Operate. Working Interest Owners of any Tract that desire

to take over and continue to operate wells located thereon may do so by pay-
ing Unit Operator, for credit to the jolnt account, the net salvage value of

the casing and equipment in and on the wells taken over, as estimated by



Working Interest Owners, and by agreeing to plug properly each well at such

time as it is abandoned.

20.1.3 Salvaging Wells. Unit Operator shall salvage as much of the casing

and equipment in or on wells not taken over by Working Interest Owners of
separate Tracts as can economically and reasonably be salvaged, and shall
cause the wells to be plugged and abandoned properly.

20.1.4 Cost of Salvaging. Working Interest Owners shall share the cost

of salvaging, liquidation or other distribution of assets and properties
used in Unit Operation in proportion to thelr respective Unit Participations.
ARTICLE 21
EXECUTION

21.1 Original Counterpart, or Other Instrument. A party may become a party

to this agreement by signing the original of this instrument, a counter part thereof,
or other instrument agreeing to be bound by the provisions hereof. The signing of
any éuch instrument shall have the same effect as if all the parties had signed the’
same instrument,

ARTICLE 22

SUCCESSORS AND ASSIGNS

22.1 Successors and Assigns. The provisions hereof shall be covengnts running
with the lands, leases, and interests covered hereby, and shall be binding upon and
inure to the benefit of the respective heirs, devisees, legal representatives, suc-
cessors, and assigns of the parties hereto.

IN WITNESS WHEREOF, The parties hereto have executed this agreement on the

dates opposite their respective signatures.

WORKING INTEREST OWNERS \

THE BRITISH-AMERICAN OIL PRODUCING COMPANY

%M Jﬂ

TS g
Vice Prenident

DATE: AMERADA PETROLEUM CORPORATION
ATTEST: By
By Its

Its
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County of:Z>“Qlﬂu°))

STATE OF \:Z»7£~A~) ;

Before me, the undersigned authority, on this day personally appeared
H.E /ﬂ e President of \}{Luggm*qugycﬁ;“,d~{,,,(7

known to me to be the pereon and officer whose name is pubscribed to the foregoing

instrument, and acknowledged to that the same was the free act and deed of the
said g£5:§1hz;¢1,- POV .SV . s 8 corporation, and that he having
been duly authorized by the Board of Direcfpbrs of said corporation, executed the

same as his free and voluntary act and deed, and as the free and voluntary act and
deed of such corporation, for the purposes and consideration therein expressed, and
in the capacity therein stated.

Given under my hand and seal of office at QZBQJQéQAV,\LQ1741L4_2~, this
the 9.3, ¢ day of (E;LA;Jf, , AD., 19¢2. /

My commission expires: :27’“a—m~{/l)v/ 4>¢4L/k+~vﬂ~’/

Notary Public 57
O 7 7563
%4

STATE OF

County of

Before me, the undersigned authority, on this day personally appeared
’ President of

known to me to be the person and officer whose name is subscribed to the foregoing
instrument, and acknowledged to me that the same was the free act and deed of the
sald , 8 corporation, and that he having
been duly authorized by the Board of Directors of sald corporation, executed the
same &8 his free and voluntary act and deed, and as the free and voluntary mct and
deed of such corporation, for the purposes and consideration therein expressed, and
in the capacity therein stated.

Given under my hand and seal of office at , this
the _ day of , A.D., 19

My commission expires:

Notary Public

STATE OF )

g 68
County of

Before me, the undersigned, a Notary Public, in and for said €ounty and

State, on this day of y 19 , personally appeared
, to me known to be the identical person who executed the

within und foregoing instrument, and acknowledged to me that he executed the same

as hig free and voluntary act and deed for the uses and purposes therein set forth.

&

Iven under my hand and seal of office the day and year last above written.

My comminnlon explres:

Notnary Publice



CONSENT, RATIFICATION AND JOINDER
TO UNIT AGREEMENT AND UNIT OPERATING AGREEMENT
FOR THE DEVELOFMENT AND OPERATION OF THE
JAIMAT FIELD YATES SAND UNIT
LEA COUNTY, NEW MEXICO

XNOW ALL, MEN BY THESE PRESENTS:

In consideration of the execution or ratification by the other working interest
owners of the Unit Agreement and Unit Operating Agreement each dated April 1, 1962,
for the development and operation of the Jalmat Field Yates Sand Unit, Lea County,
New Mexico, a copy of which Unit Agreement is recorded in Book 185  at Page 106
of the Records of Lea County, New Mexico, reference to which is here made for all
purposes, and a copy of which Unit Agreement and Unit Operating Agreement have been
furnished the undersigned owners of leasehold or working interest or other interests
in production covered by said Unit Agreement hereby severally, each to the extent of
its particular ownership or interest, consent to the inclusion of said land within the
Unit Area defined in the above mentioned Unit Agreement; ratify, approve and adopt the
terms of the sald Unit Agreement and said Unit Operating Agreement as fully as though
the undersigned had executed the original Agreements; agree that the terms of any lease
or contract given by the undersigned or under which the undersigned claims an interest
herein 1s extended and modified to the extent necessary to make the same conform to the
terws of said Unit Agreement; agree that the drilling and development requirements of
all leases and other contracts in which its several rights and interests are created
or defined shall be deemed fully performed by the performance of the provisions of
sald Unit Agreement and Unit Operating Agreement} and agree that costs shall be allo-
cated and paid as provided in said Unit Operating Agreement.

This consent, ratification and jolnder may be executed in any number of counter-
parte and each executed counterpart hereof shall have the ssme force and effect as to
the party executing the same as 1f each and every party signing a counterpart hereof
had signed the Unit Agreement and Unit Operating Agreement and by the execution hereof
the undersigned does hereby acknowledge the incorporatiorn hereof by reference of all of
the terms and provisions of sald Unit Agreement and Unit Operating Agreement and does
hereby egree to all of such terms and provisions.

EXECUTED this the 2nd day of May , 1962.
ATTEST: Ar)(zleXDA AﬂJTROLEUM CORPUQON
/) / IR -

<£;7£€/ gLl )

Assistant Seefetaryi7

-La Lig e emd aestaal

Tulsa 2, Oklahoms

STATE OF _ RXKXKEXK ) e
; 88 .. :"-" [ h;l__-.,.l’:.

County of YWI&X

Before me, the undersigned, a Notary Public, in and for said County and State,

on this PHEL day of MHUXEX , 19 K2 ¥R, Personally appeared
SRR PO 8K A » to me known to be the identical =
person who executed the within and foregoing instrument, and acknowledged to me that * -
he (), (th&yd executed the same as his (hed), (tK&XXS free and voluntary act and
deed for the uses and purposes therein set forth. pdb
R
Given under my hand and seal of office the day and year last above written. uéﬁ”ﬁ
commission expires:
W P )
, Loy
. !
Notary Public : w};ﬂ’)
STATE OF __ OKLAHOMA )
58

County of  TUISA g

Yefore me, the undersigned authority, on this day personally appeared

John P. Hammond , Vice President of Amerada

Petroleum Corporation , & corporation, and that he having

Leen duly nuthorized by the Board of Dircctors of said corporation, executed the same
as his f'rec and voluntary act and deed, and as the free and voluntary act and deed of
such corporation, for the purposcs and consideration therein expressed, and in the
coun.r ity thercin stated,

Given under my hand and seal of oflice at Tulsa, Oklahona , this
the  2nd  day of My , AD., 19 62,

My conmiroion cxpiress

[N TRV I



CONGEHT, RATIFICATION AND JOINDER
TO UNIT AGRUIMENT AND UNIT OPERATING AGREEMENT
FOR TIE DEVELOPMENT AND OPERATION OF THE
JAIMAT FIELD YATES SAND UNIT
LEA COUNTY, NEW MEXICO

KNOW ALL MEN BY TI[ESE PRESENTS:

In conslderation of the execution or retification by the other working interest
owners of the Unit Agreement and Unit Operating Agreement each dated April 1, 1962,
for the development and operation of the Jalmat Field Yates Sand Unit, Lea County,
New Mexico, a copy of which Unit Agreement is recorded in Book ,185 at Page 106
of the Records of Lea County, New Mexico, reference to which is here made for all
purposes, and a copy of which Unit Agreement and Unit Operating Agreement have been
furnished the undersigned owners of leasehold or working interest or other interests
in production covered by said Unit Agreement hereby severally, each to the extent of
its particular ownership or interest, consent to the inclusion of said land within the
Unit Area defined in the above mentioned Unit Agreement; ratify, approve and adopt the
terms of the said Unit Agreement and said Unit Operating Agreement as fully as though
the undersigned had executed the original Agreements; agree that the terms of any lease
or contract glven by the undersigned or under which the undersigned claims an interest
herein is extended and modified to the extent necessary to make the same conform to the
terms cf sald Unit Agreement; agree that the drilling and development requiremente of
all leases and other contracts in which its several rights and interests are created
or defined shall be deemed fully performed by the performance of the provisilons of
sald Unit Agreement and Unit Operating Agreement} and agree that costs shall be allo-
cated and paid as provided in said Unit Operating Agreement.

This consent, ratification and joinder may be executed in any number of counter-
parts and each executed counterpart hereof shall have the same force and effect as to
the party executing the same as if each and every party signing a counterpart hereof
had signed the Unit Agreement and Unit Operating Agreement and by the execution hereof
the undersigned does hereby acknowledge the incorporation hereof by reference of all of
the terms and provisions of sald Unit Agreement and Unit Operating Agreement and does
hereby agree to all of such terms and provisions.

EXECUTED this the 27th day of April , 1962,
ATTEST: AZTEC OTL & GAS COMPANY p

g ,/ ’ s ‘ i [ dh,)

4'/géa,‘é;g : éé,.{/ By, L)/ {’/1 //m\ Jr e '
Secretar-y ViCe PTesident 3
' Address: 920 Mercantile Securities Bldg.
Dallas 1, Texas
STATE CF  TEXAS )
g ss

County of DAT.LAS

Before me, the undersigned, a Notary'Public, in and for sald County and State,
on this day of , 19 , personally appeared
, to me known to be the identical
person who executed the within and foregoing instrument, and acknowledged to me that
he (she), (they) executed the same as his (her), (theirs free and voluntary act and
deed for the uses and purposes therein set forth.

Given under’my hand and seal of office the day and year last above written.

My commission expires:

Notary Public

STATE OF MITYAC )

o]
%]

County of  DALLAS

Drfore me, the underoipned authority, on this day personally appeared

Cuilman B. Davis , Vice President of AZTEC OIL &
_CAS_COMDANY , o corporation, and that he having
Leen duiy aubnorized by the Doard of Directors of said corporation, executed the same
a5 his frec and voluntary aet and deed, and as the free and voluntary act and deed of

such corporalion, for the purposcs and consideration therein expressed, and in the
caracity Lherein staled,

(iiven vnder my hand and seal of office ot Dollng, Texas , this
Lhe 27th oy of _J\DT'i] 3 A.D., J()-(]f) .

Vy comnianion cxpiress \ﬂ! %
June.l, 1003 &4’14,/(, /<0 ‘7"{»1./:_‘:/ -




ConuHT, RAVLFLCATION ARND JOLNDER
TO UNIT AGREFMENT AND UNLT OPERANING AGRERMEND
FOR THE DEVELOVMENT AND OPERATION OF TUHE
JAIMAT FFIELD YATES SAND UNIT
LEA COUNTY, NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS:

In consideration of the execution or ratification by the other working interest
owners of the Unit Agreement and Unit Operating Agreement each dated April 1, 1962,
for the development and operation of the Jalmat Field Yates Sand Unit, Lea County,
New Mexico, a copy of which Unit Agreement is recorded in Book 185 at Page 106
of the Records of Lea County, New Mexico, reference to which 1s here made for all
purposes, and a copy of which Unit Agreement and Unit Operating Agreement have been
furnished the undersigned owners of leasehold or working interest or other interests
in production covered by sald Unit Agreement hereby severally, each to the extent of
its particular ownership or interest, consent to the inclusion of said land within the
Unit Area defined in the above mentioned Unit Agreement; ratify, approve and adopt the
terms of the saild Unit Agreement and said Unit Operating Agreement as fully as though
the undersigned had executed the original Agreements; agree that the terme of any lease
or contract given by the undersigned or under which the undersigned claims an interest
herein is extended and modified to the extent necessary to make the same conform to the
terms of sald Unit Agreement; agree that the drilling and development requirements of
all leases and other contracts in which its several rights and Interests are created
or defined shall be deemed fully performed by the performance of the provisions of
sald Unit Agreement and Unit Operating Agreement; and agree that costs shall be allo-
cated and pald as provided in sald Unit Operating Agreement.

This consent, ratification and joinder may be executed in any number of counter-
parts and each executed counterpart hereof shall have the same force and effect as to
the party executing the same as if each and every party signing a counterpart hereof
had signed the Unit Agreement and Unit Operating Agreement and by the execution hereof
the undersigned does hereby acknowledge the incorporatior hereof by reference of all of
the terms and provisions of said Unit Agreement and Unit Operating Agreement and does
hereby agree to all of such terms and provisions.

EXECUTED this the ___/_L day of _ Ui b , 1962.
ATTEST: Carper Drilling;Coqéanv. lnc,
LA e Ai Kjéiéb et L __Jl\s**w'u de’o A TS 1
/ R Rowley, Exec. Vioe-Pres, &
' Address: 200 Carper Building

Artesia, New Mexico

STATE OF )

88
County of

Before me, the undersigned, a Notary Public, in and for said County and State,

on this day of , 19 , personally appeared
, to me known to be the identical

person who executed the within and foregoing instrument, and acknowledged to me that
he (she), (they) executed the same as his (her), (theirs free and voluntary act and
deed for the uses and purposes therein set forth.

Given under my hand and seal of office the day and year last above written.

My commission expires:

Notary Public

STATE OF New Mexico )
59
County of Eddy g
lefore me, the undersipgned nuthority, on thils day personally appeared
Marshall Rowley kxec., Vice President of Carper Prilling
Company, Inc, , a corporation, and that he having
been duly aulhorized by ihe Board of Dircetors of said corporation, executed the same
o0 his free and voluntnry ackb and deed, and as the free and voluntary act and deed of
such corporation, for the purposcs and consideration therein expressed, and in the
capeity thercin stnted,
Given under my hand and seal of office at Artesia, New Mexico , this
the 1g  day of April , AD., 19 62,
My commiorion nzpires: ’7

1C-6=63 '_'ﬁ ﬂ&o'bx- (C—D )Ajﬂ— [L”\\g{___

Vb dee




CONSLENT, RATIFICATION AND JOINDER
TO UNIT AGREVMENT AND UNIT OFPERATING AGREEMENT
POR THE DEVELOIPMENT AND OFERATION OF THE
JAIMAT FIFLD YATES SAND UNIT
LEA COUNTY, NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS:

In consideration of the execution or ratification by the other working interest
owners of the Unit Agreement and Unit Operating Agreement each dated April 1, 1962,
for the development and operation of the Jalmat Field Yates Sand Unit, Lea County,
New Mexico, a copy of which Unit Agreement is recorded in Book 185 at Page 106
of the Records of Lea County, New Mexico, reference to which is here made for all
purposes, and a copy of which Unit Agreement and Unit Operating Agreemert have been
furnished the undersigned owners of leasehold or working interest or other interests
in production covered by baid Unit Agreement hereby severally, each to the extent of
its particular ownership or interest, consent to the inclusion of saild land within the
Unit Area defined in the above mentioned Unit Agreement; ratify, approve and adopt the
terms of the said Unilt Agreement and sald Unit Operating Agreement as fully as though
the undersigned had executed the original Agreements; agree that the terms of any lease
or contract given by the undersigned or under which the undersigned claims an interest
herein 1s extended and modified to the extent necessary to make the same conform to the
terms cf said Unit Agreement; agree that the drilling and development requirements of
all leases and other contracts in which its several rights and interests are created
or defined shall be deemed fully performed by the performance of the provisions of
sald Urit Agreement and Unit Operating Agreement} and agree that costs shall be allo-
cated and paid as provided in said Unit Operating Agreement.

This consent, ratification and jolnder may be executed in any number of counter-
parts &nd each executed counterpart hereof shall have the same force and effect asm to
the party executing the same as if each and every party signing a counterpart hereof
had signed the Unit Agreement and Unlt Operating Agreement and by the execution hereof
the undersigned does hereby acknowledge the incorporatiorn hereof by reference of all of
the terms and provisions of said Unit Agreement and Unit Operating Agreement and does
hereby agree to all of such terms and provisions,

EXECUTED this the 20th day of April , 1962.
ATTEST: ) LIXILYN CORPORATION
J ey v
L
_‘/Jl\d‘bﬂ’ex/r_ / CZ%/K (e
Cnare a[’ R //"851 en
peCre Y Address: Dox 3427, OdfZésa, Texas
STATE OF __ TRXAEX )
55
County of KEEXLR g
Before me, the undersigned, a Notary Public, in and for said County and State,
on this 3LEAX  day of AREEXX , 1952 | personally appeared
HyQ¥xRorinoosIny N to me known to be the identical

person wno executed the within and foregoing instrument, and acknowledged to me that
he (®¥mu), (Ehsyx) executed the same as his (hexy, (theirs free and voluntary act and
deed for the uses and purposes therein set forth.

Given under my hand and seal of office the day and year last above written.

My commission expires:

Notary Public

STATE OF _ToihS )
55
County of ECTOR g
Before me, the undersigned authority, on this day personally appeared
M. O. DBoriny, dJr. ’ President of
DIAILYN CORPORATION , & corporation, and that he having
been dulys aubhorized by the Board of Directors of said corporation, executed the same
as his frec and voluntary act and decd, and as the free and voluntary act and deed of
suciy corporation, Tor the purposcs and consideration therein expressed, and in the
copocity therein stated,
fiven under my hand and seal of office at Odessa, Texas , this
Lhe ZUth_mUrof April , A.D., 19 G2.
7 comrnicsion nxpires:
6/1/63 (Mary M. Qre)

PR R EOFE R TEY B IR D

lctor County, Texas



CONSENT, RATIFICATION AND JOINDER
TO UNIT AGREEMENT AND UNIT OPERATING AGREEMENT
FOR THE DEVELOPMENT AND OPERATION OF THE
JAIMAT FIELD YATES SAND URIT
LEA COURTY, KEW MEXICO

XNOW ALL MEN BY THESE PRESENTS:

In consideration of the execution or ratification by the other working interest
owvners of the Unit Agreement and Unit Operating Agreement each dated April 1, 1962,
for the development and operation of the Jalmat Field Yates Sand Unit, Lea ty,
Nev Mexico, & copy of vhich Unit Agreement is recorded in Book _185 at Page
of the Records of Lea County, New Mexico, reference to vhich is here made for
purposes, and s copy of which Unit Agreement and Unit Operating Agreement have been
furmished the undersigned owners of leasshold or working interest or other interests
in production covered by said Unit Agreement heredy severally, each to the extent of
its particular ownership or interest, cousent to the inclusiom of said land within the
Unit Area defined in the above mentioned Unit Agreement; ratify, approve and adopt the
terms of the said Unit Agreement and said Unit Opermting Agreement as fully as though
the undersigned had executed the original Agreements; agree that the terms of any lease
or contract given by the undersigned or wnder which the undersigned claims an interest
herein is extended and modified to the extent necessary to make the same conform to the
terms of said Unit Agreement; agree that the drilling and development requirements of
all leases and other contracts in vhich its peveral rights and interests are created
or defined shall be deemed fully performed by the performance of the provisions of
sald Unit Agreement and Unit Operating Agreementj and agree that costs shall be allp-
cated and paid as provided in said Unit Operating Agreement.

‘This consent, ratification and joinder may be executed in any number of .countere
parts and each executed counterpart hereof shall have the same force and effect as to
the party executing the same as if each and every party signing a .counterpart hereof
had signed the Unit Agreement and Unit Operating Agreement and by the execution hereocf
the undersigned does heredby acknowledge the incorporation hereof by reference of all of

the terms and provisions of said Unit Agreement and Unit Operating Agreement and does
hereby agree to all of such terms and provisions. o .

EXECUTED thie the (gd day of  May , 1962, 1 comorr.

WPr
stant Jecretary

Abtorney'in Fact
Addrese: Post Office Box 1938

STATE ‘OF )

88
'County of

Before me, ‘the -undersigned, :a 'Notary Public, in and for said County -and State,
on this day of , 19 ., ‘personally appeared
., 't0 me known ‘to be the 1dentical
person who executed the within and foregoing instrument, and -acknowledged to .me ‘that
he (she), (they) executed the same as 'his (her), '('the&i‘ns free -and voluntary act .and
deed for the ‘uses and purposes therein set forth.

Given under my hand and ‘seal of office the day and year last -above written.

Hy ‘commiisgion expires:

‘Notary Pulilic

'STATE OF NEW MEXICO 1)

) BB
County of CHAVES 3

Before me, the undersigned authority, -on this day personslly appeared
W. A. Shellshear, Attorney in Pact ., xwucooBoootdsnh of

Gulf 011 Corporation _ — ___., a corporation, and that he having
been duly authorized by the Board of Directors of said.corporation, rexecuted (the .came
as his free and v~luntary act and deed, and.as the free and voluntary act and deed of
such corporution, for the purposes and consideration therein expressed, -and iin ‘the
capacity thereln sinted. :

mamder my hond end seal of office at Roswell, Ney Mexico ., this
the .(- F“Adany of May .o AD.

? K

My comniission expires: ' '
W eemeiggler Thete f 0 40015, 1962 . e
WA s 1D R Y4 7




CONGENT, RATIFICATION AND JOINDER
TO UNIT AGRELMENT AND UNLT OPERATING AGREIMENT
FOR THE DEVELOPMENY AND OPERATION OF THE
JAIMAT FIELD YATES SAND UNIT
LEA COUNTY, NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS:

In conslderation of the executlon or ratification by the other working interest
owners of the Uni{ Agreement and Unit Operating Agreement each dated April 1, 1962,
for the development and operation of the Jalmot Fleld Yates Sand Unit, Lea County,
New Mexico, a copy of which Unit Agreement is recorded in Book at Page
of the Records of Lea County, New Mexlco, reference to which is here made for all
purposes, and a copy of which Unit Agreement and Unit Operating Agreement have been
furnished the undersigned owners of leasehold or working interest or other interests
in production covered by said Unit Agreement hereby severally, each to the extent of
1ts particular ownership or interest, consent to the inclusion of sald land within the
Unit Area defined 1n the above mentioned Unit Agreement; ratify, approve and adopt the
terms of the saild Unit Agreement and saild Unit Opzrating Agreement as fully as though
the uncersigned had executed the original Agreements; agree that the terms of any lease
or contract given by the undersigned or under which the undersigned cleims an interest
herein is extended and modified to the extent necessary to make the pame conform to the
terms of said Unit Agreement; agree that the drilling and development requirements of
all leases and other contracts in which its several rights and Iinterests are created
or defined shall be deemed fully performed by the performance of the provieions of
sald Unit Agreement and Unit Operating Agreement and agree that costs shall be allo-
cated end paid as provided in said Unit Operating Agreement.

This consent, ratification and jJoinder may be executed in any number of counter-
parts &nd each executed counterpart hereof shall have the same force and effect as to
the party executing the same asg if each and every party signing a counterpart hereof
had signed the Unit Agreement and Unit Operating Agreement and by the execution hereof
the undersigned does hereby acknowledge the incorporatior hereof by reference of all of
the terms and provisions of sald Unit Agreement and Unit Operating Agreement end does
hereby agree to all of such terms and provisions.

EXECUTED this the 25th day of May , 1962.
Approved a
. Terms )% TEXACO Inc
ATTEST: 50l Toc .
Acetg fn By Tl M//
dney ~in-ract
Address: P. 0. Box 31
Midland, Texas
STATE OF )
g 8s
County of

Before me, the undersigned, a Notary Public, in and for said County and State,

on thie day of , 19 » personally appeared

, to me known to be the identical
person who executed the within and forepoing instrument, and acknowledged to me that
he (she), (they) executed the same as his (her), (theirs free and voluntary act and
deed for the uses and purposes therein set forth.

CGiven under my hand and seal of office the day and year last above written.

My commission expircs:

Notary Public
STATE OF TEXAS )

County of MIDLAND ;

Letorc me, the undersigned authority, on thls day personally appeared

358

s Brosddorb=di- ALtorney-in-fact
for TEXACO Inc. , o corporation, and that he having
Loon duly dutnorizoed Ly Lhe Board ol Dircetors of said corporation, execuled the same
o his Froo oand voluntary act and deed, and ws the free and voluntary act and deed of

such ecorporation, for the purposces and considerntlon therein expressed, and in the
copraity therein staled,

G venn wnder my hond and senl of office at Midland, Texas , this
the  25thdny of May , Ao, 190,

Vg conmicoion cxpires:

»./':y
June 1, ()()J ) ( ( t‘f. f_/(_m/”(/w‘ R P




STATE OF
County of )

Before me, the undersigned authority, on this day personally appeared
President of

known to me to be the person and officer whose name is subscribed to the foregoing
instrument, and acknowledged to me that the same was the free act and deed of the
said » 8 corporation, and that he having
been duly authorized by the Board of Directors of said corporation, executed the
same as his free and voluntary act and deed, and as the free and voluntary act and
deed of such corporation, for the purposes and consideration therein expressed, and
in the capacity therein stated.

Given under my hand and seal of office at , this
the day of y AD., 19 .

My commission expires:

Notary Public

STATE OF
County of

Before me, the undersigned authority, on this day personally appeared
’ President of

known to me to be the person and officer whose name is subscribed to the foregoing
instrument, and acknowledged to me that the same was the free act and deed of the
said , & corporation, and that he having
been duly authorized by the Board of Directors of said corporation, executed the
same as his free and voluntary act and deed, and as the free and voluntary act and
deed of such corporation, for the purposes and consideration therein expressed, and
in the capacity therein stated.

Given under my hand and seal of office at ' , thise
the day of , A.D., 19

My commission expires:

Notary Public

STATE OF )
g B8.

County of

Before me, the undersigned, a Notary Public, in and for said County and
State, on this day of , 19 , personally appeared
, to me known to be the identical person who executed the
within and foregoing instrument, and acknowledged to me that he executed the same
as his free and voluntary act and deed for the uses and purposes therein set forth.

Given under my hand and seal of office the day and year last above written,

My comminsion explrea:

Notnry Publie



STATE OF
88,
County of

Before me, the undersigned, a Notary Public, in and for said County and
State, on this day of s 19 » personally appeared
y to me known to be the identical person who executed the
within and foregoing instrument, and acknowledpged to me that he executed the mame
as his free and voluntary act and deed for the uses and purposes therein set forth.

Given under my hand and seal of office the day and year last above written.

My commission expires:

Notary Public

STATE OF
B8,

County of

Before me, the undersigned, a Notary Public, in and for said County and
Btate, on this day of s 19 s personally appeared
, to me known to be the identical person who executed the
within and foregoing instrument, and acknowledged to me that he executed the same
a8 his free and voluntary act and deed for the uses and purposes therein set forth.

Given under my hand and seal of office the day and year last above written.

My commission expires:

Notary Public

STATE OF
88,

County of

Before me, the undersigned, a Notary Publiec, in and for said County and
8State, on this day of , 19 , personally appeared
, to me known to be the identical person who executed the
within and foregoing instrument, and acknowledged to me that he executed the same
as his free and voluntary act and deed for the uses and purposes therein set forth.

¢iven under my hand and seal of office the day and year last above written.

My commission explres:

Notary Public




EXHIBIT C

TO

UNIT OPERATING AGREEMENT

JAIMAT FIELD YATES SAND UNIT

LEA COUNTY, NEW MEXICO

TRACT WORKING INTEREST OWNERSHIP AND

WORKING INTEREST OWNERS UNIT PARTICIPATION PERCENTAGE

Tract
No. Working Interest Owner
1 Carper Drilling Company, Inc.
2 Dixilyn Corporation*
3 Dixilyn Corporation*
4 Aztec 01l & Gas Company
5 Amerada Petroleum Corporation
6 The British-American Qil
Producing Company
T Carper Drilling Company, Inc.
8 Texaco, Inc.
9 The British-American 0il
Producing Cowmpany
10 The British-American 01l
Producing Company
11 Gulf 011 Corporation
12 The British-American 0il

Producing Company

L-1-62

Working Interest Owner
Percentage of

Participation Percentage

Tract Ownership Primary “Gecondary
100.00000 3.36558 2.19415
100.,00000% 0.52222 0.61222
100.00000% 2.71190 2.10605
100.00000 0.75019 1.17730
100.00000 2.77286 2.56859
100.00000 26.36584 28.88651
100.00000 2.59299 3.52852
100.00000 L.8ho2T 5.57382
100.00000 22.77251 26.74397
100.00000 5.93640 3.T7h621
100.00000 22.91078 16.76495
100.00000 4. Lhhohs 6.09771

100.00000 100.00000

¥Subject to carried interest of undivided 25% owned by John F. Younger et ux, to become
effective when captioned lands reach payout status.



EXHIBIT C

SUMMARY
WORKING INTEREST OWNERS UNIT PARTICIPATION PERCENTAGE
L.1-62
Unit
Tract Participation Percentage
Working Interest Owner No. Primary Secondary
Amerada Petroleum Corporation 5 2.77286 2.56859
Aztee 011 & Gas Company b 0.75019 1.17730
The British-American 0il 6 26,3658k 28.88651
Producing Company 9 22,77251 26.74397
10 Héﬁg 2.7h621
12 . g .OQEEI
59.52421 5.4T440
Carper Drilling Company, Inc. 1 3.36558 2.1918&15
) T 2.59299 g.;a 22
.953057 .
Dixilyn Corporation 2 0.52222 0.61232
3 2.71190 2.10605
3.23412 2.71827
Qulf 01l Corporation 11 22.91078 16.76u495
Texaco, Inc. 8 h.84k927 5.57362
— ] b ]
100.00000 100.00000



EXH]BIT ‘" D i PASO-T-1955-2

Attached to and made a part of . Uit Operating Agreement

_for the Jalmat Field Yates Sand Unit
Lea County, New Mexico

ACCOUNTING PROCEDURE

(UNIT AND JOINT LEASE OPERATIONS)

I. GENERAL PROVISIONS
Definitions

“Joint property” ss herein used shall be construed to mcan the subject area covered by the agreement to which this "Accounting Procedure” is st-
tached,

"Operator” as herein used shall be construed to mean the party designated to conduct the develop and operation of the subject area for the
joint account of the parties hereto.

"Non-Operator" s hercin used shall be construed to mean any one or more of the non-operating partics,
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 preced-
ing month, Such bills will be sccompanied by statements, reflecting the total costs and charges as set forth under Subparagraph ... e 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 classificstions indicative of the nature thereof.
C. Statements as follows:

(1) Detailed statement of material ordinarily considered controllable by aperators of oil snd gas properties;

(2) Statement of ordinary charges and credits to the joint account summarized by sppropriate classifications inticative of the nature thereof;
and '
{3) Detailed statement of any other charges and credits.

Payments by Non-Operator

Each party shall pay its proportion of all such bills within fifteen (15) days after reccipt thercof. 1f 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.

Adjustments

Payment of any such bills shall not prejudice the right of Non-Operator to protest or question the correctness thereof. Subject to the exception
noted in Paragraph § of this section 1, all statements rendered to Non-Operator by Operator during any calendar year shall conclusively be presumed
to be truc and correct after twenty-four (24) months following the end of any such calendar year, unless within the said twenty-four (24) month
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 making
of claims for adjustment thereon. The provisions of this paragraph shall not prevent adjustments resulting from physical inventory of property as
provided for in Section V1, Inventories, hereof.

Audits

A Non-Operator, upon notice in writing to Operator and all other Non-Opecrators, shall have the right to audit Operator’s accounts and records
relating to the accounting hercunder for any calendar year within the twenty-four (14) month period following the end of such calendar year, pro-
vided, however, that Non-Operator must take written exception to and make claim upon the Operator for all discrepancies disclosed by said
audit within said twenty-four (24) month period. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable
effort to conduct joint or simultancous audits in 2 manner which will result in a minimum of inconvenience to the Operator.

1I. DEVELOPMENT AND OPERATING CHARGES
Subject to limitations beveinafter prescribed, Operator shall charge the Joint acconunt with the following items:

Rentals and Royalties

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

Labor

A. Salaries and wages of Operator’s employees directly enpaged on the joint property in the development, maintenance, and operation thereof,
including salaries or wages paid to geologists and other cmployces who are temporarily assigned to and directly employed on a drilling well.

B. Operator’s cost “of holiday, vacation, sickness and disability benefits, and other customary allowances applicable to the salaries and wages charge-
able under Subparagraph 2 A and Paragraph 11 of this Section 1. Costs under this Subparagraph 2 B may be charged on 2 "when and as
paid basis” or by “percentage assessment” on the amount of salaries and wages chargeable under Subparagraph 2 A and Paragraph 11 of this
Section 11, If percentage assessment is wsed, the rate shall be based on the Operator’s cost experience.

C. Costs of expenditures or contributions made pursuant to assessments imposed by governmental authority which are applicable to Operator’s labor
cost of sdlarics and wages as provided under Subparagraphs 2 A, 2 B, and Paragraph 11 of this Section L

Employee Benefits

Operatar's current cost of established plans for employees’ group life insurance, hospitalization, pension, retirement, stock purchase, thrift, bonus,
and other Lenefit plans of a like nature, applicable to Operator's labor cost, provided that the total of such charges shall not exceed ten per cent
(10%) of Operator's labor costs as provided in Subparagraphs A and B of Paragraph 2 of this Section 11 and in Paragraph 11 of this Section IL

Material

Material, equipment, and supplies purchased or furnished by Operator for use of the joint property. So far as it is reasonably practical and con-
sistent with efficient and economical operation, only such material shall be purchased for or transferred to the joint property as may be required for
immediate use; and the accumutation of surplus stocks shall be avoided.

Transportation T

Transportation of employees, equipment, material, and supplics necessary for the development, mainteaance, and operation ofllhe joint property

subject to the following limitatinns:

A. If material is moved to the joint property from vendor's or from the Operator's warchouse or other propertics, no charge llull be made to the
joint account for a distance greater than the distance from the nearest reliable supply store or railway receiving point where such material is

available, except hy special agreement with Non-Oprrator,



6.

1.

10.

11,

12.

B 1 surplus muaterial iy moved to Operator's warchowse or ather storage point, no charge shall be wade to the joint account for & distance greater
than the dance from the nearest reliable spply stare or railway receiving point, except by special agreement with Non-Operator. No charge
thall be made to the joint account for maving material to ather propertics belonging to Operator, except by special agreement with Non- Operator,

Service

A, Outride Scrvices:
The cost of contract seevices and wvtilities procured from outside sources.

B. Use of Opcrator’s Equipment and Facilities:
Use of and service by Opcrator’s exclusively owned equipment and facilities as provided in Parageaph § of Scction HI entitled “Operstor’s Ex.
clusively Owned Facilities,”

Damages and Losses to Joint Property and Equipment

All costs or expenser necessary to replace or repair damages or losses incurred by fire, flood, storm, theft, accident, or any other cause not con-
trollable by Operator through the exercise of reasonable diligence. Operator shall furnish Non-Operator written notice of damages or losier in-
curred as soon as practicable after report of the same han been received by Operator.

Litigation Expense

Al costs and expenses of litigation, or legal services otherwise necessary or expedient fur the protection of the joint interests, including attorneys’

feer and expenses as hereinafter provided, together with all judgments obtained against the parties or sny of them on account of the jolnt operstions

under this agrecment, and actual expenses incurred by any party or partis hereto in securing evidence for the purpose of defending agsinit sny
sction or claim prosecuted or urged against the joint account or the subject matter of this agreement.

A. M a majority of the interests hereunder shall so agece, actions or claims affecting the joint interests heccunder may be handled by the legat
staff of one or more of the parties hereto; and a charge commensurate with cost of providing and furnishing such services rendered may be
made againit the joint account; but no such charge shall be made until approved by the legal departments of or sttorneys for the respective
patties hereto,

B. Fees and expenses of outside attorneys shall not be charged to the joint accoumt unless authorized by the majority of the interests hereunder.

Taxes

Al taxes of every kind and nature assessed or levied upon or in connection with the properties which are the subject of this agreement, the produc-
tion therefrom or the operation thereof, and which taxes have Leen paid by the Operator for the bencfit of the parties hereto,

Insurance and Claims

A. Premiums paid for insurance required to be carried for the benefit of the joint account, together with all expenditures incurred and paid in
settlement of any and all losses, claims, damages, judgments, and other expenses, including 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 settlement of any and all losm. claims, dam-
ages, judgments, and any other expenses, including legal scrvices, shall be charged to the joint account.

District and Camp Expense (Fleld Supervision and Camp Expense)
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The printed provisions of this subsection having been deleted, it is agreed that in
lieu thereof, the services of Operator's Southwestern District production office
located at Midland, Texas (or a comparable office if location changed) and necessary
suboffices shall be charged for at the rate of Forty Two Dollars ($42.00) per month
for each producing well, injection well and water supply well; and at the rate of
Two Hundred Ninety Four Dollars ($294.00) per month for each drilling well and well
being worked over with drilling tools, provided that these rates may be amended from
time to time by agreement between Operator and Non-Operators if, after a reasonable
length of time, they are found to be insufficient or excessive.

Administratlve Overhead

Operator shall have the right to assess against the joint property covered hercby the following management and administrative overhead charges,
which shall be in licu of all expenses of all offices of the Operator not covered by Section 11, Paragraph 11, above, including salaries snd expenses
of perionncl assigned to such offices, except that salaries of geologists and other cmployees of Operator who are temporarily assigned to and directly
serving on the joint propcrty will be charged as provided in Section 11, Paragraph 2, sbove. Salaries and expenses of other technical employees as-
signed to such offices will be considered as covered by overhead charges in this paragraph unless charges for such salaries and expenses are egreed
upon between Operator and Non-Operator as a direct charge to the joint property,

WELL BASIS (Rate Per Well Per Month)

PRODUCING WELL RATE
DRILLING WELL {(Use Completion Depth)
RATE

AN Wells
Well Depth Each Well First Five Next Five Over Ten

Less than 8000" $200.,00 $50.00 $10..00 $30,00....

A. Overhead charges for drilling wells shall begin on the date each well s spudded and terminate when it is on production or i plugged, 33 the
case may be, except that no charge shall be made during the suspension of dnllmg operations for fiftecen (15) or more consecutive days.

B. In connection with overhcad charges, the status of wells shall be as follows:
(1) Injection wells for recovery operations, such as for repressure or water flood, shall be included in the overhesd schedule the same a3 produc-

ing oil wells,
(2) Water supply wells wtilized for water flooding operations shall be included in the overhead schedule the same as producing oil wells.

(3) Producing gas wells shall be included in the overhead sichedule the same a3 prod\lcing oil wells.

U, U



(4) Wells perraanently shut down hut on which plugging operations are deferred shall be dropped from the overhead schedule at the time the
thutdown is effected. When such welle are plugged, overhead shall be charged at the producing well rate during the time required for the
plugging opcration.

(5) Wells being plugred back, drilled deeper, or converted to a source or input well shall be included in the overhead schedule the same 3¢ drill-
ing wells,

(6) Temporarily shut-down wells (other than by governmental regulatory body) which are not produced or worked upon for s period of a full
calendae month shall not be included in the overhead schedule; however, wells shut in by governmental regulatory body shall be included
in the overhead schedule only in the event the allowable production is transferred to other wells on the same property. In the event of 1
unit allowable, alt wells capable of producing will be counted in determining the overhead charge.

(7) Wells completed in dual or multiple horizons shall be considered as two wells in the producing overhead schedule,

(8) Lease salt water disposal wells shall not be inctuded in the overhead schedule unless such wells are used in a secondary recovery program
on the joint property.

C. The above overhead schedule for producing wells shall be applied 1o the toral number of wells operated undee the Operating Agreement to which
this accounting procedure is attached, irrespective of individual leases.

D. W is specifically understood that the above overhead rates apply only to drilling and producing operations and are not intended to cover the
construction or operation of additional facilitice such as, but not limited to, gasoline plants, compressor plants, repressuring projects, salt water
disposal facilitics, and similar installations. If at any time any or all of these become necessary to the operation, a separate agreement will be
reached relative to an overhead charge and allocation of district expense.

E. 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. Operator’s Fully Owned Warehouse Operating and Maintenance Expense
(Describe fully the agreed procedure to be followed by the Operator.)

i4. Other Expenditures
Any expenditure, other than expenditures which are covered and dealt with by the foregoing provisions of this Section 11, incurred by the Opera-
tor for the necessary and proper development, maintenance, and operation of the joint property.

111. BASIS OF CHARGES TO JOINT ACCOUNT
1. Purchases

JMaterial and equipment purchased and service procured shall be charged at price paid by Operator after deduction of all discounts actually received.

2. Material Furnished by Operator
Material required for operations shall be purchased for dircct 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 matcrial transferred from Operator's warchouse 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
s tanks, pumping vnits, sucker rods, engines, snd other major cquipment, Tubular goods, twosinch (2”) and over, shall be priced on car-
load basis effective at date of transfer and f.o.b. railway recciving point nearest the joint account operation, regardless of quantity transferred.
(2) Other inaterial shal! be priced on basis of a reputable supply company's preferential price list effective at date of transfer and £.0.b. the store
or railway recciving point nearest the joint sccount operation where such material is available.
(3) Cash discount shalf 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 shalt be classed as Condition “B" and
priced at seventy-five per cent (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 secondhand material (Condition “B"), or
{b) Is serviccable for original function but substantially not suvitable for reconditioning,
shall be classed as Condition "C” and priced at fifty per cent (§096) of new price.
(3) Material which cannot be classified as Condition “B” or Condition “C" shall be priced 4t a value commensusate wich its use,
(4) Tanks, buildings, and other equipment involving crection costs shall he charged at applicable percentage of knocked-down new price.

3. Premium Prices

Whenever materials and equipment are not readily obtainable at the customary supply point and at prices specified in Paragraphs 1 and 2 of this
Section NI becauss of national emergencies, strikes or other unusual cawmses over which the Operator has no control, the Operator may charge the
joint account for the required materials on the basis of the Operator’s direct cost and expense incurred in procuring such materials, in making it
suitable for use, and in moving it to the location, provided, however, that notice in writing is furnished to Non-Operator of the proposed charge prior
to biing the Non-Opcrator for the material and/or equipment acquired pursuant to this provision, whereupon Non-Operator shall have the right,
by so electing and notifying Operator within 10 days after receiving notice from the Operator, to furnish in kind, or in tonnage as the parties may
agree, 3t the location, nearest railway receiving point, or Operator’s storage point within a comparable distance, all or part of his share of material
and/or equipment suitable far use and acceptable to the Opeeator.  Transportation costs on any such material furnished by Non-Operator, at any
point other than at the location, shall be borne by such Non-Operator. 1, pursiant to the provisions of this paragraph, any Non-Operator furnishes
material andfur equipment in kind, the Operator shall make appropriate credits therefor to the account of said Non-Operator,

4. Warranty of Mater..! 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, cred-

it shall not be passed wntil adjustiment has been received by Operator from the manafacturers or their agents,

5. Operator's Exclusively Owned Facililies

The following rates shall apply to service rendered o the joint account by facilities owned exclusively by Operator:
A. Water, fucl, power, compressor and other auxiliary services at rates commensurate with cost of providing and furnishing such service to the

joint account but not exceeding rates currently prevaifing in the field where the joint property is located,

R



3.

7

3.

B Automative cquipment at eates commensueate with cost of owaceship and operation.  Such rates should generally be in line with the schedule of

raves adapted by the Petealeum Mator Trancpore Assaciation, or some other recopnized orpanization, av recommended uniform charges against
it account eperanions and revised feom time 10 time.  Automotive rates shall include cost of oil, gas, repairs, insurance, and other operating
expense and deprecistion: amd charges shall be based on use in sctual service on, or in connection with, the joint sccount operations. Truck
and tractor rates may include wages and expenses of driver. .

Co A fair rare shall he charged (o the wse of drilling and cleaning-out tools and any other items of Operator's fully owned machinery or equip-
meat which shall be ample to cover maintenance, repairs, depreciation, and the service furnished the joint property; provided that such charges
shall not exceed these currently prevailing in the field where the joint property is lucated.  Pulling units shall be charged at hourly rates com-
mensurate with the cost of ownership and operation, which shall include repairs and maintenance, operating supplies, insurance, depreciation, and
taxes,  Pulling unit rates may include wages and expenses of the operator. .

D. A fiir rate shall be charged for laboratory scrvices performed by Operator for the benefit of the joint account, such as gas, water, core, and any
other analyses and tests; provided such charges thall not excecd those currently prevailing if performed by outside service laboratories.

E. Whencver requesied, Operatoe shall inform Non-Operator in advance of the rates it proposes to charge.

I, Rates shall be revised and adjusted from time to time when found to be cither excessive or insufficient.

IV. DISPOSAL OF LEASE EQUIPMENT AND MATERIAL

The Operator shall he under no obligation to purchase intcrest of Non-Operator in surplus new or secondhand material.  The disposition of major

items of sueplus material, such as derricks, tanks, engines, pumping units, and tubular goods, shall be subject to mutual determination by the parties

hereto; provided Operator shall have the right to dispose of normal accumulations of junk and scrap material either by transfer or sale from the
joint property,

Material Purchased by the Operator or Non-Operator

Material purchased by either the Operator or Non-Operator shall be credited by the Operator to the joint account for the month in which the

material is removed by the purchaser.

Division In Kind

Division of material in kind, if made between Operator and Non-Opcrator, shall be in proportion to their respective interests in such materisl. FEach
party will thereupor be charged individually with the value of the material received or receivable by each party, and corresponding credits will be
made by the Opcrator to the joint account. Such credits shall appear in the manthly statement of operations.

Sales to Outsiders .

Sales to outsiders of material from the joint property shall be credited by Operator to the joint sccount at the net amount collected by Operator
from vendee. Any cliims by vendee for defective material or otherwise shall be charged back to the joint account if and when paid by Operator.

V. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT

Material purchased by either Operator or Nou-Operator or divided in hind, unless otherwise agreed, shall be
valued on the following basis:

New Price Defined

New price as used in the following paragraphs shall have the same meaning and application as that used above in Section 111, “"Basis of Charges tt;
Joint Account.”

New Material

New material (Condition “A"), being new material procured for the joint account but never used thercon, at one hundred per cent (100%) of cur-
rent new price (plus sales tax if any).

Good Used Malerial

Good used material (Condition "'B"), being used material in sound and scrviceable condition, suitable for reuse without reconditioning:

A. At scventy-five per cont (73%) of current new price if matcrial was charged to joint account as new, or

B. At sixty-five per cent (63%) of current new price if material was originally charged to the joint property as secondhand at seventy-five per
cent (79%) of new price,

Other Used Malerial

Used material {Condition "C"), at fifty per cent (30%) of current new price, being used material which:

A. After reconditioning will be further serviceable for original function as good secondhand material (Condition "B"), or

B. Is serviceable for original function but substantially not suitable for reconditioning.

Bad-Order Malerial ‘

Material and cquipment (Condition "D™), which is no longer usable for its original purpose without excessive repair cost but is further usable for
some othee purpose, shall be priced on 2 basis comparable with that of items normally used for that purpose,

Junk

Junk (Condition “Ii''), being obsolete and scrap material, at prevailing prices,

Temporarily Used Materfal

When the use of material is temporary and its service to the joint account does not justify the reduction in price as provided in Paragraph 3 B,
abave, such material shall be priced on a basis that will leave a net charge to the joint account consistent with the value of the service rendered.

VI. INVENTORIES .

Periodic Inventories, Notice and Representation
At ressonable intervals, inventories shalt be taken by Operator of the joint account material, which shall include all such material as is ordinarily
considered controllable by operators of oil and gas properties,
Written natice of intention to take inventory shall be given by Operator at least thirty (30) days before any inventory is to be;in 1o that Non-
Opecrator may be represented when any inventory is tahen,
Failure of Non-Operator 1o be represented at an inventory shafl bind Non-Operator to accept the inventory taken by Operator, who shall in that

event furnish Non.Operator with a copy thercof.

Reconciliation ard Adjustment of Inventories
Reconciliation of inventory with charges to the joint account shall be made by each party at intcrest, and s list of overages and shortages shall be

jointly dctermined by Operator and Non-Operator.
Inventory adjustments shall be made by Operator with the joint account for overages and shortages, but Operator shall be held accountable to Non-

Operator only for shortages due to lack of reasonable diligence,

Spccial Inventaries

Special inventories ipay be taken, at the expense of the purchascr, whenever there is any sale or change of interest in the joint property; and it shall
be the duty of the parey selling to notify 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,



EXHIBIT "E"
TO
UNIT OPERATING AGREEMENT
JAIMAT FIELD YATES SAND UNIT
LEA COUNTY, NEW MEXICO

In addition to the insurance coverage set out in Article 9, hereof,
Operator shall carry the following insurance for the benefit and
protection of the Jjoint account:

(1) Comprehensive General Public Liability Insurance with
limits, (1) as to Bodily Injury of not less than one hun=
dred thousand dollars ($100,000.00) for each person and
not less than three hundred thousand dollars ($300,000.00)
for each accident, and (2) as to Property Damage of not
less than one hundred thousand dollars ($100,000.00) for
each accldent.

(2) Automobile Public Liability Insurance with limits, (1) as
to Bodily InJury of not less than one hundred thousand
dollars ($100,000.00) for each person and not less than
three hundred thousand dollars ($300,000.00) for each
accident, and (2) as to property damage of not less than
one hundred thousand dollars ($100,000.00) for: each acei-
dent.

The premiums for all such insurance shall be charged to the Joint account,
except that in respect of operator's fully owned automotive equipment used
in connection with the Joint operations, applicable premiums shall not be
charged specifically to the Joint account. It is understood and agreed
that Operator shall not carry insurance covering loss by fire, windstomrm,
explosion, or tornmado or any other insurance for the Joint account except
as may be decided by the parties heretc according to the requirements of
Paragraph h.3 hereof. It is also understood and agreed that the insurance
coverage stated herein may be revised as decided by the parties hereto
according to the requirements of Paragraph 4.3 hereof. '



