UNIT AGREEMENT

THIS AGREEMENT, mede and entered intc by and between
the Comnissioner of Public Lands of the State of New Mexlco,
herein referred to as "Commliseioner® or "Lessor", and Amerade
Petroleum Corvoration and Gulf 011 Corvoretion, nerein referred
to respectively as "Amersda" and "Gulr", or collectlvely as
"Lessees",

WITUNESSETH: THEAT

WHEREAS, Gulf 1s the owner of an o1l and ges leese
covering, among other lands, a full interest in SE/& SE/4 of
Sectlion 34-118-33E, Lea County, MNew lMexlco; and

WHEREAS, Amereda 1s the owner of an oll and gas lease

covering, among other lands, a full interest in NE/4 SE/&

Section 34-118-33E, Lea County, New Mexico:; and

(5N

WHEREAS, the State of New lMexico, actins by end tnrousn

K]

1ts Comuigelioner of Publle Lands, 1eg the L

ccoer unter botn of

o

sald oll and gas leases; and

WHEREAS, the 011 Concervatlon Commisclion of the State
of New Mexlico has heretofore, on HMay 1, 1351, entered lts order
estedliching the E/2 of SE/L of Section 34-118-33E, as cie 20-

azre proration unit for the Begley-Siluro-Devonian vool; and

K

WHEREAS, for the ourposes of more nrouerly conservind
the o1l and cas resources of the State, the Lessees desire to
develop and operate the above described severally owned leases
as a unit for the productlon of oil ernd ges from all formatlions
uncerilying sald land; and

YHEREAS, the Comnmisslioner of Pubdlic Lends of the State
of Yew Mexicc 1ls suthorized to conseat to and avnrove the de-
velooment or overatlon of Staete lends under agreements made DYy
lesgsees of State land, vhere such agreements provlide fof tne
unit operation or develovment of part or all of any oll or cas

vool, fleld or area; and
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UNIT AGREEMENT

THIS AGREEZMENT, made and entered intoc by and between
the Commissioner of Public Lande of the Stete of New Mexlico,
hereln referred to as "Commissioner® or "Lessor!", and Amerade
Petroleum Corvoration and Gulf 011l Corvoration, Zereln referred
to respectively as "Amerada" and "Gulr', or collectlvely as
"Lesseesgh,

WITNESSET H: THAT

WHEREAS, Gulf is the owner of an oll and ges lease
covering, among other lands, a full interest in SE/4 SE/4 of
Section 34-118-33E, Lea County, lew lMexilco; and

WHEREAS, Amerada 1s the owner of an oll and ges lease

covering, among other lands, & full interest in NE/4 SE/4

Section 34-118-33E, Lea County, New Mexico; and
WHEREAS, the State of New Mexico, actin” by end throuth

1ts Comrlseionrner of Public Lends, ls the L er Dotnh of

4]

geor ual
sald oll end gas leases; and

WHEREAS, the 011 Concervation Commisclon of the State
of New Mexlico has heretofore, on May 1, 1351, erntered lts order
estebliching the E/2 of SE/L of Section 34-1185-33E, as sne &0-
acre proration unit for the Begley-Sliuro-Devonian vool; and

WHEREAS, for the vurposes o0f nore proverly conserving
the o211 and gas resources of the State, the Lessees deslire to
Gevelop and operate the above described severally owned leases
es a unit for the productisn of oll erd gas from all fTormatlong
underlying gaid land; and
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YHEREAS, the Commlssloner o
of Yew Mexico 1s euthorized to consent to and aonrove the de-
velopment or overatlon of State lands under agreements made by
lessees of State land, wvhere such agreements provlide fof the
unit operation or develovment of part or all of any oll or cas

nool, fleld or ares; and
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WHEFEAS, the 011 Conservation Commission of the State

53T Hew Mexlico 1s autnorired to evprove such agreement.
0%, THEREFORE, 1n conslderation of the mutual coven-
ante and acreements liereln provided, it i1s agreed as follows:
1. UNIT AREA: The following described land is hereby
ieslonated the "Unit Area':

E/2 SE/4 Section 3L4-118-33E
Lea County, New Mexico.

2. UNITIZED SUBSTAKCES: All oil, gas and casinghead

rag srocduced from eny and all formations underlying the Unit

]

Area Lc unitized under thie agreement and is called "unitized

2, UNIT OPERATOR: Amerade Petroleum Corvoration is

nered; desizneted ae Unlt Overator and shall have exclusilve
charce 2f the develonment and operatlon of the Unit Area. Nothing
herein, however, shaell be construed to transfer title to eny oil

unierstosd thet Unilt Ovnerator, in such
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cecaclty, snall exerclise the richts of possession of the lessees
»2f the Unit Areea for the ournoses herein specified.

L, DRILLING AND DEVELOPMEKT: If Unit Operator has not

already comienced operetlons for the drilling of the well herein-

(D

after referred to, 1t skall within thirty (30) days after the

ct

eflfective date heresf commence operatlons for the drilling of a
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located in the center of the SE/L SE/4 Section 34, Tils-
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T, Lea County, New lexizo, and thereafter drill such well
with due diligence to a depth sufficient to test the Devonian
formetinn found at the evvrorximate Jepth of 11,000 feet unless

wittized cutstancee are fournd in paying quantitles at & lesser

All covenarnte expreegs or imnlled in ecch lease ccoverling
e Inlt Arec enell be sprllicable to the Unlt Area ze an entirety
¢ 37 Loverel by one leace end sheil governn the subseduent le-

velonment ernd cperetlion of the Unlt Area.



8. LEASES AMENDED TO CONFORM: The terms &nd pro-

visions of all oil and gas leases covering the Unit Area
upon epproval hereof by the Commissioner shall be, and the
same are hereby expressly modified and amended to the externt
necegsary to make the ssme conform to the provlislons hereof,
but otherwise to remain in full force and effect.

9. TERM: This agreement shall become effectlve as
of the dste of approval by the Commissloner herelnafter set
out &nd shall remain in force es long as the leases contributed
by both parties are in force es to the acreage within the Unilt
Area and eny extenslons or renewels thereof.

IN WITNESS WHEREOF, the varties hereto have executed

this agreement this 12th day of March, 1952, in triplicate.

STATE OF NEW MEXICO Date of
Apvroval:

By

Guy Shepard,
Commiscioner of Public Lands

LESSOR
' \ /
g [ " AMERAD OLEUM CORPORATION  Execution Date:
z AW ,.'b -
%ﬁ" N ‘\/ﬁ' 4 By W/ PRrceld 1 r95>
—H Asslstant Sebrg@g?& Vice President /' 7

| Execﬁtion Date:

ATTEST:

Asslstent Secrepéry 1ce Prési&ent

LESSEES




THE STATE OF OKLAHOMA |
COUNTY OF TULSA |

On this /¢”1’day of March, 1952, before me personally
evpecred E. H. NcCCILLOUGH , to me personally known,
who, belng by me duly sworn, did say that he is Vice President
of AMERADA PETROLEUM CORPORATION, and that the seal affixed to
the foregoing instrument is the corporate seel of said corpora-
tion and that sald instrument was signed and sealed in behalf
of s&ld corporation by outhority of its Board of Directors, and
sald acknowledged sald instrument to
be the free act and deed of sald corvoration.

IN WITNESS WHEREQCF, I have hereunto set my hand and
affixed my officlal seal on this the day and year first above
written,

My cooamission expites Celober 25, 1952 - tary Public mor
Tulsa County, Oklahome

TEE STATE OF TEXAS i
COUNTY OF TARFANT i

On this [Eb day of March, 1952, before me personally
arveared F. J. ADAMS, to me personelly known, who, being by me
duly sworn, d4id say that he 1is Vice President of GULF OIL
CORPOFATICN, and that the seal affixed to the foregoing instru-
ment 1c the corvorete seal of said corvoration and that said
instrument was signed and sealed in behalf of sald corporation
by eauthority of 1ts Board of Directors, and saild F. J. ADAMS
acxnowledged sald instrument to be the free act and deed of
said cornoration.

IN WITNESS WHEFEOF, I have hereunto set my hand and
affixed my offlciel seal on thls the day and year first above

wrltten.
B K Wu,u 5 R JORDAY
Notary Puwlic in end for
Terrant County, Texsas
RELZ:mbl
3-12-82




5. ALLOCATION OF PFODUCTION AND PAYMENT OF ROYALTY:
For the rurnose »f determining the veyrent ¢f royeltles due
Legeor under the terms of the leares commlitted to this soree-
ment 81l prodactlon of attized subetances obtilired frorm any
part ot the Unlt Area snecil be glloceted to the regsvectlve
Levsece covering salo Unlt Aree in tie provortion thet the acre-
e Interest of eech lecse within the Unit Ares beere to the
cnllire acreage lnterest‘of the Unlt Aree, with the same effect
£eg 1f that proportion of unltized sgubctances so allocsted to
each lease was obtalined from wells drilled thereon. The roy-
¢ltlee payeble for raldé production elloceted to each oil &and
gas lease comprlelng the Unlt Area shall be computed and vald
on the basls of the prorortionate amount of unitized substances
£llocated to the recmective leases and in the manrer cvrovided
for the vayment of royelty descrlibed 1in each of s2ld lJeases.

6. REKRTAL PAYMENT: All rentels due the State of llew
Yexlco shall be pald bty the resvectlve leese owners in zcccordance
with tle terms of thelr leases.

7. EFFECT OF DRILLING AND PRODUCTION: It 1le agreed

that the commencement, drilling, completion and operstion of a
well on any nert of the Unit Area shall for &ll vurnoses Te
coneldered ac the commenacement, drllllng, comvletlon end overa-
tion of a well on each tract included within the Unit Area under
the terms and vprovisions of each and all of the oil and gas
lesses comorlising the Unit Area, and thet production of oil,

gas &nd ceslingheed ges from any part of the Unit Arez shall be
decmed to be production of such substances under the terms of
eech end all of sald leases with the same force and effect es
ir sa1d~production was obteined from a well located on the

land covered by each of sald leases withln the Unit Area.



OPERATING AGREEMENT

THIS AGREEMENT, made and entered into this g_g_“ﬁay
of February, 1952, by and between Amerada Petroleum Corporation,
hereinafter called "Amerada' or "Operator®, and Gulf 01l
Corporation, hereinafter cafieé?“Gulr', or "Nonoperator®,
WITNESSETH: THAT
WHEREAS, Amerada is the owner of an o0ll and gas lease
of record from the State of New Mexico covering a full interest
in NE/4 SE/4 of Section 34-118-33E, Lea County, New Mexico,
containing 40 acres; and
WHEREAS, Gulf is the owner of an oll and ges lease of
record from the State of New Mexlico covering a full interest in
SE/L SE/4 Section 34-118-33E, Lea County, New Mexico; and
WHEREAS, the parties desire to enter into an agreement
for the joint development end operation for oil and gas purposes
of the following described land hereinafter for convenience called
#Unit Area', to-wit:
E/2 SE/4 Section 34-118-33E,
Lea County, New Mexico,
containing 80 acres.
NOW, THEREFORE, for and in conslderation of the mutual
covenants and agreemente herein contained, it 1s agreed as
follows:

1. TITLES AND APPROVAL OF UNIT AGREEMENT BY STATE:

As soon as posslble after the execution of this agreement, but
not later than ten (10) days, each party shall deliver to the
other such abstracts and copies of all titlé opinions of thelr
respective attorneys, and such other title papers as they may
have 1n theilr files. Both varties shall have a period of

twenty (20) days from the receipt of said title papers within
which to approve or disapprove title to sald land. 1In the event

title is rejected by elther party, then this contract shall cease




and terminate and each party hereto shall be relieved of all
further obligatlions hereunder. If titles are accepted as here-
lnabove provided, should the title to any lease thereafter fail,
in whole or 1in part, or should any lease covered by this agree-
ment terminate for any reason, then the loss of title shall be

t
borne by the parties in the proportion of thelr ownership as

' hereinafter set out.

Upon executlon of this agreement by both parties,
Orerator shall make application to the Commlissioner of Public

Lands of the State of New Mexico and to the 011 Conservatlion

Commission of saild state for appfoval of a unit agreement, the

terms of which shall be mutually agreed upon by the parties
hereto, for the purpose of pooling the royalty interests under
the Unit Area. If elther sald Commlissioner or sald Commission
refuses to approve such Unit Agreement, this contract shall not
terminate but shall continue in force under the provisions of sub-
section (b) of article 4 hereof, following the exchange of assign-
ments therein provided for. |

2. OWNERSHEIP? 0¥ PROPERTIES AND PRODUCTION: All oil,

gas, caslinghead gas and other minerals that may be produced from
the Unit Area and ali casing, pereonal proverty, material and
lezselinld equioment located or to be located on the Unit Area
(tae cost ol which 1s chargeable to the Jjoint account of the
vparti=as hereto under the vrovisions of this agreement and of
"Bxniblt A" hereto attached and which 1s used for or in connec-
tion with overations for o1l or gas on the Unit Area) shall Dbe
ownei by the narties hereto in the following provortions, to-wit:

Amerada Petrsleum Corporation 1/2
Gulf 01l Corporation 1/2

In the event the intewest of eiltner party 1ls sublect
to any overriding royalty intersst, production payment or carrled

tntar=gt, or »oyalty in excess of 1/8, then the entire burden




of such obligation shall be borne by the party contributing:
such interest and shall be pald out of his proportlonate share
of the oil, gas and casinghead gas produced from the Unit Area.’

3. OPERATOR: Amerada shall be the Operator of the
Unit Area for the Joint account of the parties hereto in the
proportions set out above, and Amerada shall have the excluslve
control and direction of the drilling, completion, operation
and abandonment of any and all wells in the Unit Area. Such
operating rights shall n@% e assignable by Amerada and should
Amerada dispose of all of its leasehold interest, then Gulf
shall have the option of determining the Operator under the
terms of this agreement.

k., INITIAL WELL:

(a) Amerada shall, within thirty (30) days after the
execution of this contract, and may at any time after 1tse
execution commence operations for the drilling of a well to be
located in the center of the SE/4 SE/4 Section 34-118-33E, Lea
County, New Mexico, and thereafter drill such well with due
diligence to a depth sufficient to test the Siluro-Devonian
formation found at the approximate depth of 11,000 feet unless
granite or some impenetrable substance 1ls encountered at a lesser
depth. During the drilling of sald well Amerada agrees to test
adequately and properly all prospective oll and gas zones en-
countered, and to make an electrlical survey of the well to the
tofal depth and to furnish Nonoperator with a copy of the electri-
cal log. Such well shall be drilled, tested, completed, or
plugged and abandoned if a dry hole, at the jJoint cost and ex-
pense of the parties hereto in proportion of their participation
set out above. Such costs and expenses shall be pald in ac-
cordance with the Accounting Procedure attached hereto.

(b) If the Commissioner of Public Lands or the Oil
Conservation Commission of the State of New Mexlco should deny




the application for pooling of royalty interests under the

land herein affected, then the parties hereto agree to exchange
assignments of thelr respective leases to the end that each‘
will own an undivided one-half (1/2) interest in the NE/4 SE/4
Section 34, and in the SE/4 SE/4 Section 34-118-33E, Lea County,
New Mexico.

(c) Each of the parties hereto recognizes the fact
that each of the leases above described 1s a separate lease
covering State of New Mexico lands and that thé terms thereof
can in no sense, in the event of the exchange of asgsignments
provided for 1in subsection (b)/above, be modified by the within
agreement insofar as the obligations lmposed by each lease 1s

concerned, but the partles hereto agree between themselves that

the leasehold rights in each of the leases shall, in the event

ot an exchange of assignments, be owned in the undivided pro-
portions set forth in subsection (b) and shall be developed and
operated in accordance with the terms and provisions of this
agreement.

5. ADDITIONAL WELLS: Except for the initial well

above provided, no well shall be drilled and no project shall
be undertaken by the Operator on the Unit Area which involves

a capital expenditure 1n excess of Twenty-five Hundred Dollars
(82500.00) without the consent of Nonoperator. But approval of
the drilling of a well shall include all expenses for the drill-
ing, equipping and completion of such well, including necessary
flowlines, separators, and lease tankage.

In the event the parties hereto cannot agree upon the
drilling of said well, then the party desiring to drill may do
g0 at 1ts own cost, risk and expense, and in the event of pro-
duction, it shall be entitled to recelive all of the proceeds

from the sale of the production from such well after deducting




all royalty interests, overriding royalty interests and pro-
duction payments, if any, and taxes until eald drilling party
shall have received from the proceeds of the sale of such
production an amount equal to the total operating expense
thereof plus one and one-half times the total cost of drilling,
testing, completing and equipping said well, including the com-
pletion into stock tanke if an oil well or into the separator
if a gas veil. Thereafter such well, the equipment thereon
and therein, and the production thelefrom shall be owned by
the parties hereto in equal shares and all further operations
thereon and in connection therewith shall be conducted by the
Operator for the joint beneflt and at the Jolnt expense of the
parties hereto pursuant to the provlisions of this agreement.

If any such well fails to produce oil, gas or other minerals
in commercial quantities, the party drilling same shall cause
1t to be properly plugged and abendoned at its sole coet and
expense and shall not be entitled to any credlt or reimburse-
ment from the other party or from the Jjoint account for or on
account of the drilling of such dry hole.

It is further understood that all wells drilled for
the joint account of the parties hereto on the Unit Area pur-
suant to the terms of this agreement shall be drilled at a rate
consistent with the prevailing price in the field.

6. COSTS AND EXPENSES: All costs and expenses in

connection witﬁ the development and operation of the Unit Area
under the terms of this agreement shall be borne by the partiles
hereto in proportion of their respective ownershlip as hereinabove
gset out.

Operator shall advance and pay all costs and expenses
actually incurred in the drilling and completion or‘said initial
well and the further development and operation of the Unit Area




and Operator shall bill Nonoperator for its proportion thereof,
and Nonoperator shall make payment therefor to Operator, all as
set forth in "Exhibit A", designated “Accounting Procedure®,
attached hereto and made a part hereof.

Nonoperator agrees at the request of Operator to
furnish on a tonnage basis the equivalent of one-half (1/2) of
all casing and tubing that may be required for the drilling and
completion of all wells drilled on the Unit Area. All tubular
goods furnisghed by elther party hereto shall be charged to the
Joint account according to the provisions of the Accounting
Procedure for such materilals furnished by Operator.

7. DISPOSITION OF PRODUCTIQQ:‘ Nonoperator shall always

have the continuing right and privilege at any time of receiving
in kind or of separately dlsposing of 1its proportionate share of
all production obtained from the Unit Area and receiving the
proceeds thereof. Such party shalil pay or cause to be paid all
applicable royelty thereon and shall pay any extra expense and
furnish any extra equipment and tankage necessary for taking
sald productlon.

In the event Nonoperator shall fall to exercise the
right of receiving in kind or separately disposing of its
respective proportionate share of the production as above pro-
vided, then the Operator, during such time Nonoperator fails to
exercise sald right, shall have the right to market such pro-
duction in the same manner ag its own and for not less than the
prevalling market price.

Any contract for the sale or disposal of Nonoperator's
share of the production by Operator shall always be subject to
revocation at will by such Nonoperator as above provided.

Operator shall have the right to use so much of the
production from the Unit Area as may be necessary in the drilling

and operation of any well or wells drilled thereon.

B




8. ABANDONMENT OF WELLS: No well that is producing

from the Unlit Area shall be abandoned without the mutual con-
sent of both parties. If the parties are unable to agree upon
abandonment of any such well, then the party not desiring to
abandon shall pay to the other party its proportionate part of
the value of the material and equipment in and on such well,
determined in accordance wlth the "Accounting Procedure® at-
tached hereto and marked "Exhibit A", less the cost of salvag-
ing, and upon receipt of sald sum the party desiring to abandon
sald well shall assign to the other party its interest in the
well and the leasehold estate in the land surrounding Yhe well
as to the horizon from which said well 1s producing to the
extent of the proration unit for such well established for such
well by the rules, regulations or orders of the New Mexico 0il
Conservation Commission or by Federal authority.

9. SURRENDER OF LEASES: No lease covered by this
agreement shall be surrendered in whole or in part except by
mutual consent of the parties hereto. However, if either party
desires to surrender its lease and the other party does not,
the party desiring to surrender shall, at the request of the
other party, assign to the other party its lease as to the Unit
Area. Such assignment or surrender shall not affect the liability
of either party hereto for the completion of any well previously
authorized to be drilled or other obligations incurred hereunder

prior thereto.

10. SALE OF INTEREST: Should elther party desire to

sell its lease covering the Unit Area and there 1s a purchaser
ready, willing and able to purchase sald lease for & bona flde
considerstion, the other party shall have the option for a
periocd of ten (10) daye after notlce to purchase or acquire such

lease for the same consideration. If the option is not exercised

within ten (10) days, then the party so desiring to sell may do




8o, provided, however, that this shall not apply to mergers,
consolidation or reorganization or sale of all of the assets

of any of the parties to this agreement.

11. REPORTS AND INFORMATION: Operator agrees to

furnish to Nonoperator for each well drilled under this agree-
ment in advance of commencing drilling operations a detalled
estimate of expenditure for Nonoperator's approval. During the
drilling of the well Operator shall furnish daily drilling re-
ports and samples of coree and cuttings if requested. For each
producing well, or lease, Operator shall furnish to Nonoperator
.
monthly gauge reporte and coples®of run tickets and tank tables.
In additlon, Operator agrees to furnish Nonoperator upon request
all information about the Jjoint operations which 1s available
to Operator and 1s necessary for the intelligent handling of
the Joint operations.

12. INSURANCE: Operator shall at all times while
operations are conducted on the Joint property carry insurance
to indemnify, protect and save the parties hereto harmless as
follows:

(a) Vorkmen's Compensation insurance
in accordance with the lawg of
the State of New Mexico;

(b) Public Liability Insurance with
limits of not less than $100,000
as to any one person, and $300,000
ag to any one sccident;

(¢) Automobile Public Liability Insurance
with 1limits of not leses than $50,000
as to any one person, and $50,000 as
to any one accident; and Automobile
Property Damage Insurance with a
1imit of not less than $5,000.

No other insurance is to be carried and each party hereto
ghall assume its own risk covering its respective interest on all
other insurable risks. Operator shall not be liable to Nonoperator
for any loss accrulng to it by reason of Operator's inability to

procure or maintain the lnsurance mentloned above. Operator




agrees that if at any time during the term of this agreement 1t
1s unable to maintain or obtain such insurance, it will immedi-
ately notify Nonoperator of that fact.

13. DELAY RENTALS: Each party shall pay all delay
rentals which may become due and payable under the terms and

provisions of the leases which it has contributed hereto.

14, LIEN: <Operator shall have a prior lien on all of
the rights and interests of Nonoperator in the Unit Area, the
production therefrom and the material and equipment therein, to
secure the payment by Nonoperator of its respective proportions
of the costs, charges and expenses of developing and operating
the Unit Area as herein provided.

15. LIABILITY: Operator shall not be liable for any
loss of property or time because of war, strikes, storms, floods,
or from failure to drill wells, if sald fallure is due to causes
beyond its control, provided, however, that it shall at all
times use reasoneble dlligence in an effort to comply with the
provigions of thig contract. Should any of the contingencles
referred to in this paregraph occur, Operator shall keep Non-
operator currently advised of the cause of the delay and shall
confer with Nonoperator as to a possible elimination of such
cause in the event Nonoperator can be of assistance in this
connectlion.

16. RELATIONSHIP OF PARTIES: The rights and obligations

of the parties hereto shall be several and not Jjoint or collective.
Each party shall be responsible for only 1ts obligations as set
forth herein and shall be liable only for its proportionate share
of developing and operating the Unlit Area.

17. TERM: Subject to the provisions of Paragraph 1
hereof, this agreement shall remain in force for the 1life of the

01l and gas leases which are subjected hereto, and any extensions

or renewals thereof.




18. NOTICES: All notices to be given under the terms
of this agreement to Operator shall be given by telegram or maill
addressed to:

Amerada Petroleum Corporation
Beacon Building
Tulsa, Oklahoma
All notices to be given to Nonoperator shall be in like
manner addressed to:
Gulf 0il Corporation
Life of America Building
Fort Worth, Texas
IN WITNESS WHEREOF, the parties hereto have executed

this agreement as of the day and year first indicated above.

OLEUM CORPORATION
#

ATTEST:
%/ . Vice President
£/

Agslstant Secretary

Vice President

Assl s_stg_ntk Secre tary

-

NONOPERATOR




THE STATE OF OKLAHOMA i
COUNTY OF TULSA i

On this K2f February, 1952, before me
personally appeared Gda %‘p%lg w, to me

o —

personally known, who, being by me duly sworn, did say
that he is Vice President of Amerada Petroleum Corporation,
and that the seal affixed to the foregoing instrument ls
the corporate seal of sald corporation and that sald in-
strument was signed and sealed in behalf of said corpora-

tion b uthority of Ats Board of Directors, and said
_§?n7%725’é£Leza«§EZ£Z acknowledged seid inetrument to .

- be the free act arfid deed of sald corporation.

IN WITNESS WHEREOF, I have hereunto set my hand
and affixed my officlial seal on this the day and year
Tirst above written.

Notary Public in and for
Tulsa County, Oklahoma.

My comeai-sicn expires January 13, 1954

THE STATE OF TEXAS |
COUNTY OF TARRANT i

On this 25th day of February, 1952, before me
personally appeared F. J. ADAMS, to me personally known,
who, being by me duly sworn, dld say that he is Vice
President of Gulf 0il Corporation, and that the seal
arfixed to the foregoing instrument is the corporate seal
of sald corporation and that said instrument was signed
and sealed in behalf of said corporation by authority of
its Board of Directors, and said F. J. Adams acknowledged
gsald ingtrument to be the free act and deed of sald
corporation.

IN WITHESS WHEREOF, I have hereunto set my hand
and affixed my official seal on this the day and year first

above written.
4. \ B. R. JORDAN

Notary lic in and for
Tarrant County, Texas

RELB:mbl
2-22-52
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MR B0 750" oxiancua EXHIBIT “aA Model Form-PASO-1949-1

Attached to and made a part of . __QPRRATING AGREEMENT
_BETWEEN __AMEEADA PETROIEUM CORPORATION _AND
GULF. OIL _CORPORATION

ACCOUNTING PROCEDURE

(UNIT AND JOINT LEASE OPERATIONS)

1. GENERAL PROVISIONS

1. Definitions
The term “joint property” as herein used shall be construed to mean the subject area covered by the agreement
to which this “Accounting Procedure” is attached.
The term “Operator” as herein used shall be construed to mean the party designated to conduct the development
and operation of the leased premises for the joint account
The term “Non-Operator” as herein used shall be construed to mean any one or more of the non-operating
parties,

2. Statements and Billings

Operator shall bill Non-Operator on or before the last day of each month for its proportionate share of costs and

expenditures during the preceding month. Such bills will be accompanied by statements, reflecting the total

costs and charges as set forth under Sub-Paragraph.‘.,,..,,A. . _ below:

A. Statement in detail of all charges and credits to the joint account.

B. Statement of all charges and credits to the joint account, summarized by appropriate classifications indica-
tive of the nature thereof.

C. Statements, as follows:
(1) Detailed statement of material ordinarily considered controllable by Operators of oil and gas properties;
(2) Statement of all other charges and credits to the joint account summarized by appropriate classifications

indicative of the nature thereof; and

(3) Statement of any other receipts and credits.

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

4. Audits

Payment of any such bilis shall not prejudice the right of Non-Operator to protest or question the correctness
thereof. All statements rendered to Non-Operator by Operator during any calendar year shall be conclusively
presumed to be true and correct after eighteen months following the close of any such calendar year, unless
within said eighteen months period Non-Operator takes written exception thereto and makes claim on Operator
for adjustment. Failure on the part of Non-Operator to make claim on Operator for adjustment within such
period shall establish the correctness thereof and preclude the filing of exceptions thereto or the making of
claims for adjustment thereon. A Non-Operator, upon notice in writing to Operator and all other Non-
Operators, shall have the right to audit Operator’s accounts and records relating to the accounting hereunder
within eighteen months next following the close of any calendar year. Non-Operator shall have six months nexé
following the examination of the Operator’s records within which to take written exception to and make any
and all claims on Operator. The provisions of this paragraph shall not prevent adjustments resulting from the
physical inventory of property as provided for in Section VI, Inventories, hereof.

Il. DEVELOPMENT AND OPERATING CHARGES
Subject to limitations hereinafter prescribed, Operator shall charge the joint account with the following items:

1. Rentals and Royalties
Dclay or other rentals, when such rentals are paid by Operator for the joint account; royvalties, when not paid
direct to royalty owners by the purchaser of the oil, gas, casinghead gas, or other products.

2. Laber, Transportaiion, and Services

Labor, transportation, and other services necessary for the development, maintenance, and operation of the joint
property. Labor shall include (A) Operator’s cost of vacation, sickness and disability benefits of employees, and
expenditures or contributions imposed or assessed by governmental authority applicable to such labor’ and
(B) Operator’s current cost of established plans for empioyees’ group life insurance, hospitalization pe;msion
retirement, stock purchase, thrift, bonus, and other benefit plans of like nature, applicable to Opera,tor’s ﬁeld,
payroll; provided that the charges under Part (B) of this paragraph shall not exceed five per cent ( 5%) of the
total of such labor charged to the joint account.

3. Material
Ma}terial, equipment, :.snd supplies purchased or furnished by Operator, for use of the joint property. So far as
it is reasonably practical and consistent with efficient and economical operation, only such material shall be

purchased for or transferred to the joint property as required for immediate use, and the accumulation of surplus
stocks shall be avoided.

4. Moving Material to Joint Property
Moving material to the joint property from Vendor’s or from Operator’s warehouse in the district or from the
other properties of Operator, but in either of the last two events no charge shall be made to the joint account
for a distance greater than the distance from the nearest reliable supply store or railway receiving point where
such material is available, except by special agreement with Non-Operator.
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5. Meving Surplus Material frem Jeint Property
Moving surplus material from the joint property to outside vendees, it sold f o0.b. destination, or minor returns
to Operator's warehouse or other storage point. No charge shall be made to the joint account for moving major
surplus material to Operator’s warehouse or other storage point for a distance greater than the distance to the
nearest reliable supply store or railway receiving point, except by special agreement with Non-Operator; and no
charge shall be made to the joint account for moving material to other properties belonging to Operator, except
by special agreement with Non-Operator.

6. Use of Operator’s Equipment and Facilities
Use of and service by Operator’s exclusively owned equipment and facilities as provided in Paragraph 4, of
Section III, “Basis of Charges to Joint Account.”

7. Damages and Losses
Damages or losses incurred by fire, flood, storm, or any other cause not controllable by Operator through the
exercise of reasonable diligence. Operator shall furnish Non-Operator written notice of damage or losses in-
curred by fire, storm, flood, or other natural or accidental causes as soon as practicable after report of the same
has been received by Operator.

8. Litigatien, Judgments, and Claims

All costs and expenses of litigation, or legal services otherwise necessary or expedient for the protection of the

joint interests, including attorney’s fees and expenses as hereinafter provided, together with all judgments ob-

tained against the joint account or the subject matter of this agreement; actual expenses incurred by any party
or parties hereto in securing evidence for the purpose of defending against any action or claim prosecuted or urged
against the joint account or the subject matter of this agreement.

A. If a majority of the interests hereunder shall so agree, actions or claims affecting the joint interests here-
under may be handled by the legal staff of one or more of the parties hereto, and a charge commensurate
with the services rendered may be made against the joint account, but no such charge shall be made until
approved by the legal department of or attorneys for the respective parties hereto.

B. Fees and expenses of outside attorneys shall not be charged to the joint account unless authorized by the ma-
jority of the interests hereunder. .

Taxes

All taxes of every kind and nature assessed upon or in connection with the properties which are the subject of
this agreement, the production therefrom or the operation thereof, and which taxes have been paid by the
Operator for the benefit of the parties hereto.

. Insurance
A. Premiums paid for insurance carried for the benefit of the joint account, together with all expenditures in-
curred and paid in settlement of any and all losses, claims, damages, judgments, and other expenses, in-
cluding legal services, not recovered from insurance carrier.
B. If no insurance is required to be carried, all actual expenditures incurred and paid by Operator in settle-
ment of any and all losses, claims, damages, judgments, and any other expenses, including legal services,
shall be charged to the joint account.

District and Camp Expense

A proportionate share of the salaries and expenses of Operator’s District Superintendent and other general
district or field employees serving the joint property, whose time is not allocated direct to the joint property,
and a proportionate share of maintaining ahd operating a district office and all necessary camps, including
housing facilities for employees if necessary, in conducting the operations on the joint property and other
leases owned and operated by Operator in the same locality. The expense of, less any revenue from, these
facilities shall include depreciation or a fair monthly rental in lieu of depreciation on the investment. Such
charges shall be apportioned to all leases served on some equitable basis consistent with Operator’s accounting
practice.

Overhead
Overhead charges, which shall be in lieu of any charges for any part of the compensation or salaries paid to
managing officers and employees of Operator, including the division superintendent, the entire staff and ex-
penses of the division office located at _Fort Worth, Texas _ and any portion of the office expense
of the principal business office located at __Tulsa, Oklahoma but which are not in lieu of district
or field office expenses incurred in operating any such properties, or any other expenses of Operator incurred
in the development and operation of said properties; and Operator shall have the right to assess against the
joint rty covered hereby the following overhead charges:
A CEDEO_‘QQ__ per month for each drilling well, beginning on the date the well is spudded and
termmahng when it is on production or is plugged, as the case may be, except that no charge shall be made

om&snmm of drilling operations for fifteen (13) or more consecutive days.
B. 8...__._.~_~..-~ per well per month for the first tive (3) producing wells.
C L_-.%%.QO per well per month for the second five (5) producing wells.

.00 . per well per month for all producing wells over ten (10).

l:. In connection with overhead charges, the status of wells shall be as follows:

(1) In-put or key wells shall be included in overhead schedule the same as producing oil wells.

(2) Produciing gas wells shall be included in overhead schedule the same as producing oil wells.

(3) Wells permanently shut down but on which plugging operations are deferred, shall be dropped from
overhead schedule at the time the shutdown is effected. When such wells are plugged, overhead shall
be charged at the producing well rate during the time required for the plugging operation.

4) iZ‘ells being plugged back or drilled deeper shall be included in overhead schedule the same as drill-

(5) Various wells may be shut down temporarily and later replaced on production. If and when a well
is shut down (other than for proration) and not produced or worked upon for a period of a full calen-
dar month, it shall not be included in the overhead schedule for such month.

(6) Salt water disposal wells shall not be included in overhead schedule.




F. The above overhead schedule on producing wells shall be applied to individual leases; provided that,
whenever leases covered by this agreement are operated as a unitized project in the interest of economie
development, the schedule shall be applied to the total number of wells, irrespective of individual leases,

G. The above specific overhead rates may be amended from time to time by agreement between Operator
and Non-Operator if, in practice, they are found to be insufficient or excessive.

13. Warchowse Handling Charges

None

14, Other Expenditures

1

Any other expenditure incurred by Operator for the necessary and proper development, maintenance, and
operation of the joint property.

IIl. BASIS OF CHARGES TO JOINT ACCOUNT
Purchases '
Material and equipment purchased and service prqcured shall be charged at price paid by Operator, after de-
duction of all discounts actually received.

2. Material Furnished by

Operater
Material required for operations shall be purchased for direct charge to joint account whenever practicable,
except that Operator may furnish such material from Operator’s stocks under the following conditions:
A, New Material (Condition “A”)

(1) New material transferred from Operator’s warehouse or other properties shall be priced f. o. b. the
nearest reputable supply store or railway receiving point, where such material is available, at current
replacement cost of the same kind of material. This will inc de%ﬂﬂ tanks rigs, pumps,
sucker rods, boilers, and engmu. Tubular goods (2” and over)‘l!sﬁg priced,p caf'x’l'oad basis effective
at date of transfer and f. o. b. railway receiving point nearest the joint account operation, regardless
of quantity transferred.

(2) Other material shall be priced on basis of a reputable supply company’s Preferential Price List ef-
fective at date of transfer and f. 0. b. the store or railway receiving point nearest the joint account
operation where such material is available.

(3) Cash discount shall not be allowed.

B. Used Material (Condition “B” and “C”)

(1) Material which is in sound and serviceable condition and is suitable for reuse without reconditioning
shall be classed as Condition “B” and priced at 75% of new price.

(2) Material which cannot be classified as Condition “B” but which,

(a) After reconditioning will be further serviceable for original function as good second hand material
(Condition “B”), or

(b) 1s serviceable for original function but substantially not suitable for reconditioning,

shall be classed as Condition “C” and priced at 50% of new price.

(3) Material which cannot be classified as Condition “B” or Condition “C” shall be priced at a value com-
mensurate with its use.

(4) Tanks, derricks, buildings, and other equipment involving erection costs shall be charged at applicable
percentage of knocked-down new price,

3. Warranty of Material Furnished by Operator

Operator does not warrant the material furnished beyond or back of the dealer’s or manufacturer’s guaranty;
and, in case of defective material, credit shall not be passed until adjustment has been received by Operator
from the manufacturers or their agents.

Operator’s Exclugively Owned Facilities

The following rates shall apply to service rendered to the joint account by facilities owned exclusively by

Operator:

A. Water service, fuel gas, power, and compressor service: At rates commensurate with cost of providing and
furnishing such service to the joint account but not exceeding rates currently prevailing in the field where
the joint property is located.

B. Automotive Equipment: Rates commensurate with cost of ownership and operation. Such rates should
generally be insline with schedule of rates adopted by the Petroleum Motor Transport Association, or some
other recognized organization, as recommended uniform charges against joint account operations and revised
from time to time. Automotive rates shall include cost of oil, gas, repairs, insurance, and other operating
expense and depreciation; and charges shall be based on use in actual service on, or in connection with, the
joint account operations. Truck, tractor, and pulling unit rates shall include wages and expenses of driver.

C. A fair rate shall be charged for the use of drilling and cleaning-out tools and any other items of Operator’s
fully owned machinery or equipment which shall be ample to cover maintenance, repairs, depreciation,
and the service furnished the joint property; provided that such charges shall not exceed those currently
prevailing in the field where the joint property is located.

D. Whenever requested, Operator shall inform Non-Operator in advance of the rates it proposes to charge.

E. Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient.

IV. DISPOSAL OF LEASE EQUIPMENT AND MATERIAL

The QOperator shall be under no obligation to purchase interest of Non-Operator in surplus new or secondhand
material. Derricks, tanks, buildings, and other major items shall not be removed by Operator from the joint
property without the approval of Non-Operator. Operator shall not sell major items of material to an outside
party without giving Non-Operator an opportumty either to purchase same at the price offered or to take Non-
Operator’s share in kind.




. Material Purchased by Operator
Material purchased by Operator shall be credited to the joint account and included in the monthly statement
of operations for the month in which the material is removed from the joint property.

. Material Purchased by Non-Operator
Material purchased by Non-Operator shall be invoiced by Operator and paid for by Non-Operator to Operator

immediately following receipt of invoice. The Operator shall pass credit to the joint account and include the
same in the monthly statement of operations.

. Divisien in Kind

Division of material in kind, if made between Operator and Non-Operator, shall be in proportion to their re-
spective interests in such matenal. Each party will thereupon be charged individually with the value of the
material received or receivable by each party and corresponding credits will be made by the Operator to the
joint account, and such credits shall appear in the monthly statement of operations.

. Sales to Outsiders

Sales to outsiders of material from the joint property shall be credited by Operator to the joint account at the
net amount collected by Operator from Vendee. Any claims 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 Non-Operator or divided in kind, 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 III, “Basis of Charges to Joint Account.”

. New Material

New material (Condition “A”), being new material procured for the joint account but never used thereon at
1005 of current new price.

. Good Used Material

Good used material (Condition “B”), being used matenal in sound and serviceable condition, suitable for reuse

without reconditioning,

A. At 75% of current new price if material was charged to joint account as new, or

B. At 75% of current new price less depreciation consistent with their usage on and service to the joint prop-
erty, if material was originally charged to the joint property as secondhand at 75% of new price.

. Other Used Material

Used Material (Condition “C”), being used material which

A. After reconditioning will be further serviceable for original function as good secondhand material (Con-
dition “B”), or

B. Is serviceat;le for original function but substantially not suitable for reconditioning,

at 50% of current new price.

. Bad-Order Material
Used material (Condition “D”), being material which cannot be classified as Condition “B"” or Condition “C",
shall be priced at a2 value commensurate with its use.

. Junk

Junk (Condition “E”), being obsolete and scrap material, at prevailing prices.

. Temperarily Used Material

When the use of material is of a temporary nature and its service to the joint account does not justify the re-
duction in price as provided in Paragraph 3B, above, 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.

VL. INVENTORIES

. Periodic Inventeries

Periodic inventories shall 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.

. Netieo

Notice of intention to take inventory shall be given by Operator at least ten days before any inventory is to
begin, so that Non-Operator may be represented when any inventory is taken.

. Failure to be .

Failure of Non-Operator to be represented at the physical inventory shall bind Non-Operator to accept the
inventory taken by Operator, who shall in that event furnish Non-Operator with a copy thereof.

. Reconciliation of Inventery

Reconciliation of inventory with charges to the joint account shall be made by each party at interest, and a
list of overages and shortages shall be jointly determined by Operator and Non-Operator.

. Adjustment of Inventery
Inventory adjustments shall be made by Operator with the joint account for overages and shortages, but Oper-
ator shall only be held accountable to Non-Operator for shortages due to lack of reasonable diligence.

X Speci-l Inventeries

Special inventories may be taken, at the expense of the purchaser, whenever there is any sale or change of
interest in the joint property, and it shall be the duty of the party selling to 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.




