STATE OF

L acknowledged that

CONSENT AND RATIFICATION OF
“POKER LAKE UNlT AGREEMENT

KNOW ALL MEN BY THESE PRESENTS

The undermgned (whether one or more) hereby acknowledge recelpt of an identical copy of the i

lImt Agreement for the Development and Operation of the Poker Lake Umt Area dated the.

~in the lands or minerals as indicated on the Schedule attached to said Umt Agreement as Exhibit

"~ “B’ do hereby commit all of their said interests to the Poker Lake Unit Agreement -and do Lereby L
-consent thereto and ratify all of the terms and provisions thereof exactly the same as if the un-
- dermgned had executed. the original of .said Unit Agreement.or a counterpart thereof. Y

IN WITNESS WHEREOF this mstrument is. executed by the underengned as of the date set -
- forth in thelr respectlve acknowledgments

COUNTY OF . _Groolt, s } S8. o -
 On thlS 3.,%3~ day of L W o 1952, :befvore_ rne personally appeared_

o B - T - POst‘offlce".
 STATEOF - = =" } ss
"COUNTYOF . . ™™ C Sl B
- R Onthie;;;day of _ : e " 195_2, before“me personally appeatéd E o

to me known to be the person___. descnbed m and who executed the foregomg mstrument and -

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

" Witness my hand and offlcxal seal this —_ day of ‘_ - S '1952'._'
My’ Comnxisaion“'Expir.es: o o e o Notary\l?nblic‘ o
Postoffice
STATEOF =~ -}ss :
" "COUNTYOF .- ' o -
| Onthls____.____ day of : : ' . , 1952, before me persor;ally appeared

to me known to be the person_ descnbed in and ‘who executed the foregomg lnstrument and
executed the .same as. free act and deed _ o .
___dayof SR ',1952{ .

Wltness my. hand and official seal this -

My Commission Expires: " Notary Public

. Postoffice

h Giid's ., 1952, embracmg lands situated in Eddy County, New
Mexmo, and acknowledge that they have read the same and are familiai with the terms and con-
, dltlons thereof. The undersigned ‘also being the owners of the leasehold, royalty or other interests



CERIIFICATION « DETLRUINATION

Pursuant to the authority vested in the Secrotary of Interior,

under the aot approved February 25, 1920, 41 Stet, 437; X0 U. S. Ce

e e .

secs, 181, et seq., as amended by the aot of Auguat 8, 1946, 60 Stat.

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

e ha - aa e . -

to Departmental Order No. 2365 of October 8, 1947, 43 C. F. R. sec,

S SN --—'--\\

ereoys \

4,611, 12 F. R, 6784, I

attached agraément for the ‘,cfevelopment

7

A. Approve

: s

and operation of/the  POKER LAKE /.~ Unit Area,

e
//

State of NEW MEXICO R rd

/ .
Be CertiWﬁat the unit plan of development

and operation conteamplated in the attached egreement is necessary

PO

PP,

and advisable in the public interest for the purpose of mare

?’ﬁh-._._ e

properly comserving thes natural resources,

Co Certify end determins that the drilling, producing,

“ %‘\‘
e

rental, minimum royalty, and royalty requirements of all Federal
leages committed to sald agreement are hereby established,
"w“ el tered, changed, or revoked to conform with the terms and

conditions of this agreement,

// ~ g (/ /
?f/ o Jr
// 7 v s ~
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Intertor--Dunlicating Section. Wast.ayton, D. C. 4°12W




UNIT AGREEMENT . e
FOR THE DEVELOPMENT AND OPERATION OF «‘c**“”ﬂ-\nj;\\
—un ~7G? R OF THE POKER LAKE UNIT AREA P
.f."'z,w‘ \ . L \v ‘_.;_l \}

my e EDDY COUNTY. STATE CF NEV' MEXICO
~fF=Sec—to~+
t.U)l R )‘W‘I“ —
U5 b e 4o No. 14-08-001-303

THIS AGREEMENT, entered into as of the lL___day O{YW\CkALXA\
1952, Aby and between the parties subscribing, rat1fy1ng, or consenting ,
hereto, and herein referred to as the “parties hereto",

WITNESSETIH:

WHEREAS, the parties hercto are the owners of wprking, royalty
or other oil or gas interests in the unit area subject to this agreement;
and

YMEREAS, the Act of February 25, 1920, 41 Stat. 437, as amended
by the Act of August 8, 1946, 60 Stat, 950, 30 US C. Secs. 18l et seq.,
suthorizes Federal lessees and their representatives to unita with each
other, or jointly or separatély with others, in collectively adopting
and operating under a cooperative or unit plan of'developmeht or operation
of any oil or gas pool, field, or like area, or any part thereof, for the
purpose of more properly conserving the natural resources thereof whenever
determined and certified by the Secretary of the Interior to be necessary
or a&visable in the public interest; and

WHEREAS, the Commissioner of Public Lands of the State of New
Mexico is authorized by an Act of the Legislature (Chap. 88, Laws 1943)
to consent to or approve this agreement on behalf of the State of New
Mexico, insofar as it covers and includes lands and mineral interests
of the State of New Mexico{ and

WHEREAS, the Oil Conservation Commission af the State of New
Mexico 1s 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 conscrvation provisions hereof; and
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WHEREAS, the parties hercto hold sufficient interests in
the Poker Lake Unit Area covering the laﬁd heréinafter described to
give reasonably effective control of operations therein; and

WHEREAS, it is the purpose of the parties hereto to conserve
natural resources, prevent waste, and secure other benefits obtainable
through development and operation of the area subject to this agrcement
under the terms, conditions, and limitations herein set forth;

NOV, THEREFORE, in consideration of the premises and the
promises herein contained, the parties hereto commit to this agreement
their respective interests in the below defined unit area, and agree
severally among themselves as follows:

1. ENABLING ACT AND REGULATIONS. The Act of February 25,
1920, as amended, supra, and all valid pertinent regulations, including
operating and unit plan regulations, heretofore issued thereunder or
valid pertinent and reasonable regulations hereafter issued thereunder
are accepted and made a part of this agreement as to Federal lands,
provided such regulations are not inconsistent with the terms of this
agreement; and as to non-Federal lands, the oil and gas operating
regulations in effect as of the effective date here&f governing drill-
ing and producing operations, not inconsistent with the tgrms hereof or
the laws of the State in which the non-Federal land is located, are
hereby accepted and made a part of this agreement.

2. UNIT AREA. The following described land is hereby desig-
nated and recognized as constituting the unit area:

NEW MEXICO PRINCTPAL MERIDIAN

Iwp., 24 S., Rge. 29 E.
Sec. 12: E/2
Sec. 13: E/2
Sec. 24 E/2
Sec. 1 s EMNE}, SE}
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Two,

23 §., Rge. 30 E.

Twp.

Sec., 323 All
Sec, 33: All
Sec. 341 vk

Sec. 31 SE}, Ebsw}

24 S., Rge. 30 E.

Twp .

Sec. 21 S3
Secs. 3 to 11, both inclusive: All
Secs. 14 to 36, both inclusive: All

25 S., Rge. 30 E.

. Twp.

Secs. 1 to 4, both inclusives: All

Sec. 5: Lots 1,2,3 and 4, Sinb, ELSH]
Sec. 81 E&th, v4SEY, Elsw

Sec. 9 to 17, both inclusive: All
Sec. 18: Lots 3 and 4, NE}, EiSW, SEL
Secs. 19 to 29, both inclusive: All
Sec. 30: NE:, EiSH:

Sec. 31: EhNE}

Secs. 32 to 36, both inclusive: All

26 S., Rge. 30 E.

Twp.

Secs. 1 to 3, both inclusive: ALl
Sec. 4;
Sec. 10:

Sec. 1ll: :g
Sec. 12: i

24 S., Rge. 31 E.

Twp .

Secs. 19 to 22, both inclusive; ALl
Secs. 27 to 33, both inclusives: All
Sec. 34; V&

25 S., Rge. 31 E,

Twp.

Sec. 3: Lots 3 and 4, SiNw}, Sw
Secs 4 to 9, both inclusive: All
Sec. 10: ¥

Sec. 151 wiivk

Secs. 16 to 21, both inclusive: All
Sec. 22: NwiNwd, Svisw}

Sec. 27: Wi

Secs. 28 to 33, both inclusive: All
Sec. 341 Sinvl, nwinwd, Swi

26 S., Rge. 31 E.

Sec. 3; i .
Secs. 4 to 6, both inclusives; All

Containing 68, 990.99 acres, more or less
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Exhibit "A" attached hereto is a map showing the unit area
and the boundaries and identity of tracts and leases in said area to
the extent known to the Unit Cperator. Exhibit “B" attached hereto is -
a schedule showing to the extent known to the Unit Operator the acreage,
percentage, and kind of ownership of oil and gas interests in all land
in the unit area. However, gpthing herein or in said schedule or map
shall be construed as a representation by any party hereto as to the
ownership of any interest other than such interest or interests as are
shown in sald map or schedule as owned by such party. Exhibits "A" and
"B" shall be revised by the Unit Operator whenever changes in the unit
area render such revision necessary, or when requested by the 0Oil and
Gas Supervisor, hereinafter referred to as "Supervisor", or the Com-
missioner of Public Lands, hereinafter referred to as "Commissioner",
and not less than six copies of the revised exhibits shall be filed with
the Supervisqr, and at least one copy shall bé filed with the Commissioner
and one copy with the New Mexico 0il Conservation Commission, hereinafter
referred to as “Commission”.

The above described unit area shall when practicable be
expanded to include therein any additional tract or tracts regarded
as reasonably necessary or advisable for the purpose of this agreement,
or shall be contracted to exclude lands not within any participating
area whenever such expansion or contraction is necessary or advisable
to conform with the purposes of this agreement. Such expansion or
contraction shall be effected in the following manﬁers

(a) Unit Cperator, on its own motion or on demand of the
Director of the Geological Survey, hereinafter referred to as "Director",
or on demand of the Commissioner shall prepare a notice of proposed
expansion or contraction describing the contemplated changes in the
boundaries of the unit area, the reasons therefor, and the proposed
effective date thereof.

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

»

sioner and copies thereof mailed to the last known address of each working
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{nterest owner, lessee, and lessor whose interests are affected, advising that
30 days will be allowed for submission to the Unit Operator of any objections.

(c) Upon expiration of the 30-day period provided in the preceding
item (b) hereof, Unit Operator shall file with the Supervisor and Commissioner
evidence of mailing of the notice of expansion or contraction and a copy of
any objections theretd which have been filed with the Unit Operator.

(d) After due consideration of all pertinent information, the ex-
pansion or contraction shall, upon approval by the Director, and Commissioner,
become effective as of the date prescribed in the notice thereof.

After ten years from the date of discovery of unitized substances
in paying quantities, the Director and Commissioner shall have the right to
determine the acreage believed to be proved productive in formations subject
to this agreement and may declare acreage not believed to be productive as
no longer subject to this agreement by appropriate notice to the Unit Operator
provided, however, no elimination of acreage shall be made so long as Unit
Operator is éctually and diligently engaged in expanding the productive
limits within the unit area.

All land committed to this agreement shall constitute land referred

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

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

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

are called "unitized substances." (::::::::-'

4, UNIT OPERATOR. Richardson & Bass, a co-partnership, whose address
is Fort torth National Sank Building, Fort Worth, Texas, is hereby designated
as Unit Operator and by signature hereto as Unit Opefator agrees and consents
to accept the duties and obligations of Unit Operator for the discovery, devel-
opment, and production of unitized substances as herein provided. Vhenever

reference is made herein to the Unit Operator, such reference means the Unit
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Operator acting in that capacity and not as an owner of interests in
unitized substances, aAd the term "working interest owner" when used
herein shall include or refer to Unit Operator as_the owner of a work-
ing interest when such an interest is owned by {t.

| 9, RESIGNATION CR REMOVAL OF UNIT OPERATCR ., Unit Operator
shall have the right to resign at ény time prior to the establishment of
a paftiﬁipating area or areas hereunder, but such résignation shall not
become effective so as to release Unif Operator from the duties and
obligations of Unit Operator and terminate Unit Cperator's rights as
such for a period of 6 months after notice of intention to resign has
been served by Unit Operator on all working interest owners, the Director,
and Commissioner, and until all wells then drilled hereunder are placed
in a satisfactory condition for suspension or abandonment whichever is
required by the Supervisor as to Federal lands and the Commission as to
State and privately-owned lands, unless a new Unit Cperator shall have
been selected and approved and shall have taken over and assumed the
duties -and obligatiéhs of Uﬁif Cperéfof prior to the éxpiration of said\w
period. Unit Operator shall have the right to resign in like manner and
subject to like limitations as above provided at any time a participating
area established hereunder is in existence, but until a successor Unit
Operator is selected and approved as hereinafter provided, the working
interest owners shall be jointly responsible for performance of the duties
of Unit Operator, and shall not later than 30 days before such resignation
becomes effective appoint a common agent to represent them in any action
to be taken hereunder.

The resignation of Unit Operator shall not release Unit Cperator
from any liability for any default by it hereunder occurring prior to the
effective date of its resignation.

The Unit Operator may, upon default or failure in the performance
of its duties or obligations hereunder, be subject to removal by the same

percentage vote of the owners of working interests determined in like

-6




manner as hérein provided for‘the selection of a new Unit Cperator. Such
remoQal shall be effective upon notice thereof to the Director and
Commissioner.

The resignation or removal of Unit Operator under this agreement
shall not_termin;te its right, title, or intere;t as the owner of a working
interest or other interest in unitized substances, but upon the resignation
or removal of Unit Operator becoming effective, such Unit Cperator shall
deliver possession of all equipment, materials, and appurtenances used in
conducting the unit operations and owned by the working interest owners to
the new duly qualified successor Unit Operator or to the owners thereof
if no such new Unit Operator is elected, to be used for the purpose of
conducting unit operations hereunder. Nothing herein shall be construed
as authorizing removal of any material, equipment and appurtenances needed
for the preservation of any wells.

6. SUCCESSCR UNIT OPERATOR . Whenever the Unit COperator shall
tender hi$ of its resignation as Unit Cperator or shall be removed as here-
inabove provided, the owners of the working interests in the participating
area or areas according tb their respective acreage interests in such
participating area or areas, or, until a participating area shall have'
been established, the owners of the working interests according to their
respective acreage interests in all unitized land, shall by majority vote
select a successor Unit Operator; Provided,'That, if a majority but less
than 75 percent of the working interest qualified to vote are owned by
one party to this agreement, a concurring vote of one or more additional
working interest owners shall be required to select a new operator. Such
selection shall not become effective until (a) a Unit Operator so selectad
shall accept in writing the duties and responsibiiities of Unit Operato&,
and (b) the selection shall have been approved by the Director and Com-
missioner. If no successor Unit Operator is selected and qualified as
herein provided, the Direq}or and Commissioner at their election may

declare this unit agreement terminated.

- 7‘-




B

-
-
——

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the

Unit Cperator is not.the sole owner of working interests, caosts and expenses

incurred by Unit Operator in conducting unit operations hereunder shall be
paid and apportioned among and borne by the owners of working interests,
all in accordance with the agreement or agreements entered into by and
between the Unit Cperator and the owners of working interests, whether

one or more, separately or collectively. Any agreement or agreements
entered into between the working interest owners and the Unit Operator

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

as the "unit operating agreement." Such unit operating agreement shall
also provide the manner in which the working interest owners shall be
entitled to receive their respective proportionate and allocated share

of the benefits accruing hereto in conformity‘with their underlying
operating agreeménts, leases, or other independent contracts and such
other rights and obligations as between Unit Cperator and the working
interest owners as may be agreed upon by Unit Cperator and the working
interest ownersj; however, no such unit operating agreement shall be deemed
either to modify any of the terms and conditions of this unit agreement or
to relieve the Unit Cperator of any right or obligation established under
this unit agreement, and in case of any inconﬁistency or conflict between
the unit agreement and the unit operating agreement this unit agreement
shall prevail. Three true c0pies.of any unit operating agreement executed
pursuant to this section shall be filed with the Supervisor, and one true
copy with the Commissioner.

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATCR. Except as other-
wise specifically provided herein, the exclusive right, privilege, and
duty of exercising any and all rights of the parties hereto which are
necessary or convenient for prospecting for, producing, storing, allocat-
ing, and distributing the unitized substances are hereby delegated to and
shall be exercised by the Unit Operator as herein provided. Acceptable

evidence of title to said rights shall be deposited with said Unit Cperator
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and, together with this agreement, shall constitute and definc the rights,
privileges, and obligations of Unit Cperator. "Nothing herein, however,
shall be construed to transfer title to any land or to any lease or
operating agreement, it being understood that under this agreement the
Unit Operator, in its capacity as Unit Operator, shall exercise the rights
of possession and use.vested in the parties hereto only for the purposes
herein specified.

9. DRILLING TO DISCOVERY. Within 6 months after the effective
date hereof, the Unit Operator shall begin to drill an adequate test well
at a location approved by the Subervisor, if such location is upon lands
of the United States, and if upon State lands or privately-owned lands,
such location shall be approved by the Commission, unless on such effective
date a well is being drilled conformably with the terms hereof, and there-
after continue such drilling diligently until the Ordovician formations
have been tested or until at a lesser depth unitized substances shall be
discovered which can be produced in paying quantities (to-wit: quantities
sufficient to repay the costs of drilling and producing operations, with
a reasonable profit) or the Unit Cperator shall at any time establish to
the satisfaction of the Supervisor as to wells on Federal Lands, or the
Commissioner as to wells on State lands, that further drilling of said
well would be unwarranted or impracticable, provided, however, that Unit
Operator shall not in any event be required to drill said well to a depth
in excess of 12,000 feet. Until the discovery of a deposit of unitized
substances capable of being produced in paying quantities, the Unit Operator
shall continue drilling diligently one well at a time, allowing not more
than 6 months between the completion of one well and the beginning of the
next well, until a well capable of producing unitized substances in paying
quantities is completed to the satisfaction of said Supervisor if on Federsl
land, or the Commissioner if on State, or the Commission if on privately-.
owned land, or until it is reasonably proved that the unitized land is

incapable of producing unitized substances in paying quantities in the

-9-
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formations drilled hereunder. Nothing in this section shall be deemed
to limit the right of the Unit Operator to resign as provided in Section
5 hereof, or as requiring Unit Operator to commence or continue any drill-
ing during the period pending such_resignation becoming effective {n order
to comply with the requirements of this section. The Director and the
Commissioner‘may modify the drill;pg‘requirements of this section by
granting reasonable extensions of time when, in their opinion, such action
is warranted. Upon failure to comply with the drilling provisions in this
section, the Director and the Commissioner, may, after reasonable notice
to the Unit Operator, and each working interest owner, lessee, and lessor
at their last known addresses, declare this unit agreement terminated.

10, PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within 6
months after completion of a well capable of producing unitized substances
in paying quantities, the unit operator shall submit for the approval of
the Supervisor, the Commissioner, and the Commission, an acceptable plan of
development and operation for the unitized land which, when approved by
the Supervisor, the Cqmmis;ioner, and the Commission, shall constitute the
further drilling and operating obligations of the Unit Operator under this
agreement for the period specified therein. Thereafter, from time to time
before the expiration of any existing plan, the Unit Operator shall submit
for the approval of the Supervisor, the Commissioner, and the Commission,
a plan for an additional specified period for the development and operation
of the unitized land. Any plan submitted pursuant to this section shall
provide for the exploration of the unitized area and for the determination
of the area or areas thereof capable of producihg unitized substances in
paying quantities in each and every productive formation and shall be as
complete and adequate as the Supervisor, the Commissioner and the Commission
may determine to be necessary for timely development and proper conservation
of the oil and gas resources of the unifized area and shall (a) specify
the number and locations of any wells to be drilled and the proposed order

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

~10-
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opefating practices regarded as necessary and advisable for proper conser-
vation of natural resources. Separate plans may be.submitted for separate
productive zones, subject to the approval of the Supervisor, the Commissioner
and the Commission. Said plan or plans shall be modified or supplemented
when necessary to meet changed conditions or to protect the interests of

all parties to this agreement. Reasonable diligence shall be exercised

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

The Supervisor and Commissioner are authorized to grant a reasonable
extension of the 6-month period herein prescribed for submission of an
initial plan of development where such action is justified because of
unusual conditions or circumstances. After completion hereunder of a well
capable of producing any unitized substances in péying quantities no further
wells, except such as may be necessary to afford protection against opera-
tions‘not under this agreement or such as may be specifically approved by
the Supervisor and Commission shall be drilled except in accordance with

"a plan of development approved as herein provided.

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well
capable of producing unitized substances in paying quantities or as soon
thereafter as required by the Supervisor or the Commissioner, the Unit
Cperator shall submit for approval by the Director, the Commissioner and
the Commission a schedule, based on sub-divisions of the public-land survey
or aliquot parts thereof, of all unitized land then regarded as reasonably
proved to be productive of unitized substances in payinquuantities; all
land in said schedule on approval of the Director, the Commissioner and
the Commission to constitute a participating area, effective as of the
date of first production. Said schedule also shall set forth the per-
centage of unitized substances to be allocated as herein provided to
each unitized tract in the participating area so established, and shall
govern the allocation of production from and after the date the partici-
pating area becomes effective. A separate participating area shall be

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

-ll-
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substances or for any group thereof produced as a single pool or zone, and
any two or more participating areas so established may be combined into e,
one with the consent of the owners of all working interests in the lands ' i_3

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

A
57
—_——

Director, the Commissioner and the Commission. The participating area
or areas so establisﬁed shall be fevised from time to time, subject to
like approval, whenever such action appears proper as a result of further
drilling operations or otherwise, to include additional land then regarded
as reasonably proved to be productive in paying quantities, and the per-

centage of allocation shall also be revised accordingly. The effective

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

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

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

shall be excluded from a participating area on account of depletion of
the unitized substances.

It {s the intent of this section that a participating area
shall represent the area known or reasonably estimated to be productive
in paying.quantities; but, regardless of any revision of the participating
area, ﬁothing herein contained shall be construed as requiring any retro-
active adjustment for production obtained prior to the effective date of
revision of the participating area.

In the absence of agreement at any time between the Unit
Operator and the Director, the Commissioner and the Commission as to the
proper definition or redefinition of a participating area, or until a
participating area has, or areas have, been established as provided herein,
the portion of all payments affected thereby may be impounded in a manner
mutually acceptable to the owners of working interests, except royalties
due the United States and the State of New Mexico, which shall be determined
by the Supervisor and the Commissioner, respectively, and the amount thesecf

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

. unearned money until a participating area is finally approved and then
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applied as earned or rcturned in accordance with a determination of the
sum due as Federal and State royalty on the basis of such épprovéd
participating area,
¥henever it is determined, subject to the approval of the
Supervisor, as to wells on Federal land, and Commissioner as to wells
on State land, and the Commission as to wells on privately-owned land,
that a well drilled under this agreement is not capable of production
in paying quantities and inclusion of the land on which it is situated
in a participating area is unwarranted, production from such well shall,
for the purposes of settlement among all parties other than working interest
owners, be allocated to the land on which the well is located so long as 4"‘745
such land is not within a participating area establishad for the pool or :::::
deposit from which such production is obtained. Settlement for working fsﬂ&ﬂ5
interest benefits from such a well shall be made as provided in the
unit operating agreément.
12, ALLCCATION OF PRODUCTION. All unitized substances pro-
duced from each participating area established under this agreement,
except any part thereof used in conformity with good operating practices
within the unitized area for drilling, operating, camp and other production
or development purposes, for repressuring or recycling in accordance with
a plan of development approved by the Supervisor, Commissioner and the
Commission, or unaveidably lost, shall be dezmed to be produced equally
[Eh an acreage basiq from the several tracts of unitized land of the parti-
cipating area established for such production and, for the purpose of
determining any benefits accruing under this agreement each such tract of
unitized land shall have ailocated to it such percentage of said production
as the number of acres of such tract included in Qaid participating area
bears to the total number of acres of unitized land in said participating
area. It is hereby agreed that production of unitized substances from a
participating area shall be allocated as provided herein regardless of

whether any wells are drilled on any particular part or tract of said
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participating area. If any gas produced from one participating area is
used for repressuring or recycling purposes in another participating area,
the first gas withdrawn from such last mentioned participating area for
sale during the life of this agreement shall be considered to be the
gas so transferred unti{l an amount equal to that transferred shall be
so produced for sale and such gas shall be allocated to_the participating
area from which initially produced as constituted at the time of such final
production.

13. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR
FORMATIONS . Any party hereto owning or controlling the working interest
in any unitized land having thereon a regular well location may with the.
approval of the Supervisor as to Federal land, the Commissioner as to State

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

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

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

a participating area has been established if such location is not within
said barticipating area, unless within 90 days of receipt of notice from
said party of his intention to drill the well the Unif Operator elects and
commences to drill such well in like manner as other wells are drilled by
the Unit Operator under this agreement.

If any well drilled as aforesaid by a working interest owner
results in production such that the land upon which it is situated may
properly be included in a participating area, such participating area
shall be established or enlarged as provided in this agreement and the
well shall thereafter be operated by Unit Operator in accordance with
the terms of this agreement and the unit operating agreement.

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

obtains production in quantities insufficient to justify the inclusion-

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

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

subject to the conservation requirements of this agreement. The royalties
in amount or value of production from any such well shall be paid as

specified in the underlying lease and agreements affected.

18
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14. ROYALTY SETTLEMENT. The United States and the State of
New Mexico and all royalty owners who, under existing contract, are
entitled to take in kind a share of the substances now unitized hereunder
produced from any tract, shall hereafter be entitled to the right to take
in kind their share'of the unitized substances allocated to such tract,
and Unit Operator, or in case of the operation of a well by a working
interest owner as herein in special cases provided for, such working
interest owner, shall make deliveries of such royalty share taken in
kind in conformity with the applicable contracts, laws and regulations.
Settlement for royalty interests not taken in kind shall be made by
working interest owners responsible therefor under existing contracts,
laws, and regulaéions, on or before the last day of each month for
unitized substanczas produced during the preceding calendar month;
provided, however, that nothing herein contained shall operate to
relieve the lessees of any land from their respective lease obligations
for the payment of any royalties due under their leases.

If gas obtained from lands not subject to this agreement is
introduced into any participating area hereunder, for use in repressuring,
stimulation of production, or increasing ultimate recovery, which shall be
in conformity with a plan first approved by the Supervisor,the Commissioner
and the Coﬁmission, a like amount of gas, after settlement as herein pro-
vided for any gas transferred from any other participating area, and with
due allowance for loss or depletion from any cause, may be withdrawn from
the formation into which the gas was introduced, royalty free as to dry
gas, but not as to the products extracted therefrom; provided that such
withdrawal shall be at such time as may be provided in the plan of opera-
tions or as may otherwise be consentad to by the Supervisor, the Com- |
missioner, and the Commission as conforming to good petroleum enginecering
practice, and provided further, that such right of withdrawal shall

terminate on the termination of this unit agreement.
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Royalty due the United States shall be computed as provided in
the operating reguiations and paid in value or delivered in kind as to
ail unitized substances on the basis of the amounts thereof allocated to
unitized Federal land as provided herein at the rates specified in the
respective Federal leases, or at such lower rate or rates as may be
authorized by law or regulation; provided, that for leases on which the
royalty rate depends on the daily average production per well, said
average production shall be_determined in accordance with the operating
regulations as though each participating area were a single consolidated
leasa.

Royalty due on account of State and privately-owned lands shall
be computed and paid on the basis of all unitized substances allocated to
such lands.

15. RENTAL SETTLEMENT. Rentals or minimuﬁ royalties due on
leases committed hereto shall be paid by working interest owners responsi-
ble therefor under existing contracts, laws, and regulations, provided that
nothing herein contained shall operate to relieve the lesseces of any land
from their respective lease obligations for the payment of any rental or
minimum royalty in lieu thereof due under their leases. Rental or minimum
royalty for lands of the United States subject to this agreement shall Le
paid at the rate specified in the respective leases from the United States,
unless such rental or minimum royalty is waiQed, suspended, or reduced by
law or by approval of the Secretary or his duly authorized representative.

Vith respect to any lease on non-Federal land containing pro-
visions which would terminate such lease unless drilling operations were’
within the time therein specified commenced upon the land covered theréby

or rentals paid for the privilege of deferring such drilling operations,
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the rentals required thereby shall, notwithstanding any other provision
of this agreement, be deemed to accrue and become payable during the
term thereof as extended by this agreement, and until the requifed
drilling operations are commenced upon the land covered thereby or some
portion of such land is includad within a participating area.

16. RIGHTS OF WORKING INTEREST OWNERS IN UNITIZED SURSTANCES.
Notwithstanding any provision contained herein to the contrary, each work-
ing interest owner shall have the right to taske such owner's proportionate
share of the umitized substances in kind or to personally sell or dispose
of the same, and nothing herein contained shall be construed as giving or
granting to the Unit Operator the right to sell or otherwise dispose of
the proportionate share of any working interest owner without specific
authorization from time to time so to do.

Any working interest owner who takes its share of the unitized
substances in kind shall pay or secure the payment of the royalty on its
interest and furnish at its own expense all tankage and other equipment
necessary for taking said unitized substances in kind and shall also pay
any other additional expenses of Unit'Operator'occasioned thereby. Like-
wise, any royalty owners who under existing contracts are entitled to take

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

expense all equipment necessary in connnection therewith, and shall reimburse

Unit Cperator for all expenses incurred on account thereofj provided, that
as to Federal lands such expense, equipment and storage of royalty oil
taken in kind shall be assumed and furnished pursuant to the provisions
of the Federal leases involved.

17. CONSERVATION., Operations hereunder and production of
unitized substances shall be conducted to provide for the most economical
and efficient recovery of said substances without waste, as defined by or

pursuant to State or Federal law or regulations.
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18. DRAINAGE. The Unit Operator shall take appropriate and
adequate measures to prevent drainage of unitized substances from unitized
land by wells on land not subject to this agreement or pursuant to appli-
cable regulations pay a fair and reasonable compensatory royalty as
determined by the Supervisor for Federal land, or as approved by the
Cohmissioner as to State land, or as determined by agreement between
the Unit Cperator and the royalty owner as to fee land.

19. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms,
conditions and provisions of all leases, sublcases, and other contracts
relating to éxploration, drilling, development or operation for oil or
gas of lands committed to this agreement are hereby expressly modified
and amended to the extent necessary to make the same conform to the pro-
visions hereof, but otherwise to remain in full force and etfect, and the
parties hereto hereby consent that the Secretary and the Commissioner,
respectively, shall and by their approval hereof, or by the approval _
hereof by their duly authorized representatives do hereby establish,
alter, change or revoke the drilling, producing, rental, minimum royalty,
and royalty requirements of Federal and State leases committed herato and
the regulations in respect thereto to conform said requirements to the
provisions of this agreement, and, without iimiting the generality of
the fo;egoing, all leases, subleases and contracts are particularly
modified in accordance with the following:

(a) The development and operation of lands subject to this
agreement under the terms hereof shall be deemed full performance of all
obligations for development and operation with respect to each and every
part or separately owned tract subject to this agreement, regardless of
whether there is any development of ahy particular part or tract of the
unit area, notwithstanding anything to the contrary in any lease, operat-
ing agreement or other contract by and between the parties hereto, or their

respective predecessors in interest, or any of them.
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(b) Drilling and producing operations performed hercunder
upon any tract of unitized lands will be accepted and déemed to be
performed upon and for the benefit of each and every tract of unitized
land, and no Federal or State lease shall be deemed to expire by reason
éé failure to drill or produce wells situated on land therein embraced.

(c) Suspension of drilling or producing operations on all
unitized lands pursuant to direction or consent of the Secretary and
Commissioner, or their duly authorized representatives shall be deemecd
to constitute such suspension pursuant to such direction or consent as
to each and every tract of unitized lands.

(d) Each lease, sublease or contract relating to the explora-
tion, drilling, development or operation for oil or gas of lands other
than those of the United States and the State of New !Mdexico committed
to this agreement which by its terms might expire prior to the termina-
tion of this agreement is hereby extended beyond any such term so provided
therein, so that it shall be continued in full force and erfect for and
during the term of this agreement, provided, however, each such lease,
sublease or contract shall only be extended in the event unitized sub-
stances are capable of being produced from some part of the lands committed
to this agreement prior to the expiration of the primary term of such
lease, sublease or contract. Termination of this agreement shall not
affect any lease which pursuant to the terms thereof or applicable law
shall continue in full force and effect thereafter.

(e) Any Federal lease for a fixed term of twenty (20) years
or any renewal thereof or any part of such lease which is made subject
to this agreement shall continue in force beyond the term provided
therein until the termination hereof. Any other Federal lease committed
hereto shall continue in force beyond the term so provided therein or by
law as to the committéa lénd so long as such land remains committed hercto,
provided unitized substances are discovered in paying quantities within the

unit area prior to the expiration date of the primary term of such lease.
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(f) Each sublease or contract relating to the operétion and
development of unitized substances from lands of the United States com-
mitted to this agreement, which by its terﬁs wouid expire prior to the
time at which the underlying lease, as extended by the immediately pre-
ceding paragraph, will expire, is hereby extended beyond any such term
so provided therein so that it shall be continued in full force and
effect for and during the term of the underlying lease as such term is
herein extended.

(g) Any lease having only a portion of its lands committed
hereto shall be segregated as to the portion committed and the portion
not committed, and the terms of such lease shall apply separately to
such segregated portions commencing as of the effective date hereof. In
the event any such lease provides for a lump-sum rental payment, such
payment shall be prorated between the portions so segregated in proportion
to the acreage of the respective tracts.

20. COVENANTS RUN WITH LAND, The covenant$ herein shall be
construed to be covenants running with the land with respect to the
interest of the parties hereto and their successors in interest until
this agreement terminates, and any grant, transfer, or conveyance of
interest in land or leases subject heréto shall be and hereby is con-
ditioned upon the assu@ption of all privileges and obligations hereunder
by the grantee, transferee, or other successor in interest. No assignment
or transfer of any working interest, royalty, or othef interest subject
hereto shall be binding upon Unit Cperator until the first day of the
calendar month after Unit Operator is furnished with the original, photo-
static, or certified copy of the instrument of transfer..

21. EFFECTIVE DATE AND TERM; This agreement shall become
effective upon approval by the Secretary or his duly authorized repre-
sentative and shall terminate five yeafs after such date unless (a)

such date of expiration is-extended by the Director and Commissioner, or
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(b) it is reasonablf determined prior to the expiration of the fixed
term or any extension thereof that the unitized land is incapable of
production of unitized substances in paying quantities in the formation
tested hereunder and after notice of intention to terminate the agreement
on such ground is given by the Unit Qperator to all parties in interest
at their last known addresses, the agreement is terminated with the
approval of the Director and Commissioner, or (c) a valuable discovery
of unitized substances has been made on unitized land during said initial
térm or any extension thereof, in which event the agreement shall remain
in effect for such term and so long as unitized substances can be pro-
Nole. duced in paying quantities, i.e., in this particular instance in quantities
dellormne
PvT_f) sufficient to pay for the cost of producing the same from wells on unitized
ﬁu‘Jﬂw¥) land within any participating area established hereunder, and, should
A ks production cease, so long thereafter as diligent operations are in progress
for the restoration of pr;duction or discovery of new production and so
long thereafter as the unitized substances so discovered can be produced
as aforesaid, or (d) it is terminated as herctofore provided in this
-agreement.
This agreement may be terminated at any time by not less than
75 per centum, on an acreage basis, of the owners of working interasts
signatory hereto, with the approval of the Director; notice of any such
appraval to be given by the Unit Cperator to all parties hereto.
22. RATE OF PROSPECTING, DEVELOPMENT, AMD PRODUCTION. The
Director is hereby vested with authority to alter or modify from time to
time, in his discrefion, the quantity and'rate of production under this
agreement, when such quantity and rate is not fixed pursuant to Federal
or State law or does not conform to any state-wide voluntary conservation

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

adhered to by the majority of operators in such State, such authority
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being hereby limited to alteration or modification in the public interest,
the purpose thereof and the public interest to be served therchy to b~
stated in the order of alteration or modificatibn. vWithout regard to

the foregoing, the Director is also hereby vested with authority to alter
Qr mo&ify from time to fime in his discretion the rate of prospectiné and
development and the quantity and rate of production under this agreeﬁent
when such alteration or modification is in the interest of attaining

the conservation objectives stated in this agréenent and is not in
violation of any applicable Federal or State law; provided, however,

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

land of the State of New Mexico as to the rate of prospecting and
development in the absence of the specific written approval thereof by
the Commissioner and as to any lands of the State of New Mexico or
privately-owned lands subject to this agreement as to the quantity and
rate of production in the absence of specific written approval thercof

by the Commission.

Powers in this section vested in the Director shall only be
exercised after notice to Unit Cperator and opportunity for hearing to
be held not less than 15 days from notice.

23. CONFLICT Of SUPERVISION. Neither the Unit Cperator nor
the working interest owners nor any of them shall be subject to any
forfeiture, termination, or expiration of any rights hereunder or under
any leases or contracts subject hereto, or to any penalty or liability
on account of delay or failure in whole or in part to comply with any
applicable provision thereof to the extent that the said Unit Operator,
woTking interest owners or any of them are hindercd, delayed, or prevented
from complying therewith by reason of failure of the Unit Operator to.
obtain, in the exercise of due diligence, the concurrcnce of proper
representatives of the United States and proper represcntatives of the
State of New Mexico in and about any matters or thing concerning which it
is required herein that such concurrence be obtainad.
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24, APPEARANCES ., Unit Operator shall, after notice to other
p;rties affected, have the right to appear for or on behalf of any and
‘all interests affected hereby before the Depérément 6f the Interior,
the Commissioner of Public Lands and the New Mexico Oil Conservation
Commission and to appeal from orders issued under the regulations of
said Department, the Commissioner or Commission, or to apply for relief
from any of said regulations or in any proceedings relative to operations
before the Department of the Interior, the Commissioner or Commission,
or any other legally constituted authority; provided, however, that any
other interested party shall also have the right at his own expense to
be heard in any such proceeding.

25. NOTICES. All notices, demands or statements required
hereunder to be given or rendered to the parties hereto shall be deemed
fully given if given in writing and personally delivered to the party
or sent by postpaid registered mail, addressed to such party or parties
at their respective eddresses set forth in connection with the signatures
hereto or to the ratification or consent hereof or to such other address
as any such party may have furnished in writing to party sending the
notice, demand or statement.

26. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement
contained shall be construed as a waiver by any party hereto of the
right to assert any legal or constitutional right or defense as to the
validity or invalidity of any law of the State-wherein said unitized
lands are located, or of the United States, or regulations issued
theresunder in any way affecting such party, or as a waiver by any such
party of any right beyond his or its authority to waive.

27. UNAVOIDABLE DELAY. All obligations under this agreement
requiring the Unit Operator to commence or continue driiling or to
operate on or produc? unitized substances from any of the lands covered

by this agreement shall be suspended while, but only so long as the Unit




Operator despite the exercise of due care and dilgence 1s prevented
from complying with such obligations, in whole or in part, by strikes,
acts of God, Federal, State, or municipal law or agencies, unévoidable
accident, uncontrollable delays in transportation, inability to obtain
necessary materials in open market, or other matters beyond the reason-
able control of the Unit Operator whether similar to matters herein
enumerated or not.

28. FAIR EMPLOYMSENT. The Unit Operator shall not discriminate
against any employee or applicant for employment because of race, creed,
color, or national origin, and an identical provision shall be incorporated
in all sub-contracts.

29, LOSS OF TITLE. In the event title to any tract of unitized
land shall fail and the trﬁe ovner cannot be induced to join this unit
agreement, such tract shall be automatically regarded as not committed
hereto and there shall be such readjustment of future costs and henefits
as may be required on account of the loss of such title. In the evant
of a’disbute as to title as to any royalty, working interast, or other
interests subject thereto, payment or delivery on account thereof may
be withheld without liebility for interest until the dispute is finally
settled; provided, that, as to Federal and State land or leases, no
payments of funds due the United States or the State of liew Mexico should
be withheld, but such funds shall be deposited as directed by the Super-
visor, and with the Commissioner of Public Lands of the State of Hew
Mexico, to be held as unearned money pending final settlement of the
title dispute, and then applied as earned or returned in accordance
with such final settlement.

Unit Operator as such is relieved from any responsibility for

any defect or failure of any title hereunder.
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30. NON-JOINDER AUD SUBSEQUENT JOINDER . If the owner of any
substantial interest in a tract within the unit area fails or refuses to
subscrib2 or consent to this agrcement, the owner of the working interest
in that tract may~Qithdraw said tract from this agreement by writton notice
tb the Director, Cémmissiqner and the Unit Operator prior to the approval
of this agreement by the Director. Any oil or gas interests in lands
Within the unit area not committed hereto prior to submission of this
agreement for final approval may thereafter be committed hereto by the
owner or owners thereof subscribing or consenting to this agreement, and
if the interest is a working interest, by the owner of such interest also
subscribing to the Unit Operating Agreement. After operations are com-
menced hereunder, the right of subsequent joinder, as provided in this
section, by a working intesrest owner is subject to such requirements or
approvals, if any, pertaiﬁing to such joinder, as may be provided for in
the Unit Operating Agreement. After final approval hereof joinder by a
non-working interest owner must be consented to in writing by the working
interest owner committed hereto and responsible for the payment of any
benefits that may accrue hereunder in behalf of such non-working interest.
Prior to final abproval hereof, joinder by any owner of a non-working
interest must be accompanied by appropriate joinder by the owner of the
corresponding working interest in order for the interest to be regarded
as effectively committad hereto. Except as may otherwise herein he
provided, subsequent joinders to this Agreement shall be effective as of
the first day of the month following the filing with the Supervisor, the
Commissioner and the Commission of duly executed counterparts of all or
any papers necessary to establish effective commitment of any tract to
this agreement unless objection to such joinder is duly made within 60
days by the Director, Commissioner or Commission.
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31. COUNTERPARTS. This agrecment maynbe executed in any
numbar of counterparts no one of which needs to be executed by all
parties or may be ratified or consented to by scparate instrument in
writing specifically referring hereto and_shéll‘be binding upon all
those parties who have executed such a counterpart, ratification, or
consent hereto with the same force and effect as if all such parties
had signed the same document and regardless of whether or not it is
executed by all other parties owniné or claiming an interest in the
lands within the above described unit area,

IN WITNESS \HEREQF, the parties hereto have caused this

agreement to be executed and have set opposite their respective names

the date of executioa.

Date 3// 5'/332-,

Address

UNIT OPERATOR AND
VORKING INTEREST OVNER
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Address: THE;UPERIOR OIL COMPANY

: . LS LR L / “
Date , ~n‘-’p%::!":"’j]&’ "By jgvéu}a,t 28 (//6. A

i Vice President
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Asslstant Secretary
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Date // ,
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Attorney in Fact
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UNIT OPERATING AGREEMENT
FOR THE
POKER LAKE UNIT AREA, EDDY COUNTY, NEW MEXICO

THIS AGREEMENT, made and entered into this 18 day of _Macch
1952, by and between RICHARDSON & BASS, a partnership composed of S, W,
RICHARDSON and PERRY R, BASS, both residents of Tarrant County, Texas,
Party of the First Part, hereinafter called "Unit Operator", and such
working interest owners who may subscribe to this agreement as Parties
of the Second Part, who may have working interests subject to the Unit
Agreement for the operation and development of the Poker Lake Unit Area,
hereinafter referred to, thch said parties are hereinafter called
“Working Interest Owners".

WITNESSETH, That:

WHEREAS, the parties hereto have concurrently herewith entered
into a certain Unit Agreement for the Development and Operation of the
Poker Lake Unit Area, which is hereinafter referred to as "Unit Agreement",
embracing lands in Eddy County, State of New Mexico, described as follows:

TOWNSHIP 23 SOUTH, RANGE 30 EAST:

ﬁisw% and SE} Sec. 313 All Sec. 32 and 33
Sec. 34.

TOWNSHIP 24 SOUTH, RANGE 29 EAST:

EiNE& & SE} Sec. 1; Ef Sec. 123 Eb Sec. 13;
Sec., 24,

TOWNSHIP 24 SOUTH, RANGE 30 EAST:

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

TOWNSHIP 24 SOUTH, RANGE 31 EAST:

All Secs. 19,20,21,22,27,28,29,30,31,32,
33 and Wh Sec. 34.

TONNSHIP 25 SOUTH, RANGE 30 EAST:

M1 of Secs. 1,2,3, and 43 Nk, E}SE} Sec. 5; E}
NE{, SEY, E3SWi Sec. 8; All Secs. 9,10,11,
12,13,14,15,16,17; E}, Sw} Sec. 183 All

Secs. 19,20,21,22,23,24,25,26,27,28,29;

NE}, EASE} Sec. 30; EYNE} Sec. 313 All

Secs. 32,33,34,35 and 36.
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TOWNSHIP 25 SOUTH, RANGE 31 EAST:

W3 Sec. 3: All of Secs. 4,5,6,7,8,9;
éi Sec. 10; Whw} Sec. 15: All Secs. 16i17'
18,19,20,21; Nvinwh, swlsw) Sec. 22; viWh Sec.27; All
Secs. 28,29,30,31,32,33; Sw}, ShNwl, NwiNwh Sec.34.

TOWNSHIP 26 SOUTH, RANGE 30 EAST:

A1l Secs. 1,2,3; NE} Sec. 41 N} Sec. 10;
NA Sec. 113 NA Sec. 12.

TOWNSHIP 26 SOUTH, RANGE 31 EAST:

WENM} Sec. 31 All Secs. 4,5,6.
the total Unit Area comprising 68,990.83 acres, more or less; and

WHEREAS, Richardson & Bass, Party of the First Part herein,
has“been designated as the Unit Operator under the terms of said Unit
Agreements and

WHEREAS, the undersigned Parties of the Second Part referred
to as "Working Interest Owners" have committed certain oil and gas lease-
hold interests to said Unit Agreement, which are to be subject to the
terms and conditions thereof; and

WHEREAS, Section 7 of said Unit Pgreement provides that all costs
and expenses incurred in conducting the unit operations under the terms of
said Unit Agreement and the Vlorking Interest benefits accruing by reason
thereof shall be apportioned among the owners of the unitized working
interests in accordance with the Unit Operating fgreement made and entered
into by and between the Unit Operatorr and the other owners of such in-
terests, and this agreement is entered into in conformity with the
provisions of said Unit Agreement.

NOwW, THEREFCRE, in consideration of the premises and other
mutual covenants and agreements hereinafter contained, the parties do
hereby agree that this agreement is the agreement referred to in Section
7 of sald Unit Agreement, and that said Unit Agreement is hereby made part

and parcel of this contract: The parties do further agree:

1. OPERATOR APPOINTED -~ DUTIES: Richardson & Bass, a partner-
ship composed of S, W, Richardson and Perry R, Bass, with offices in Ft.

Worth, Texas, is hereby appointed the Unit Operator hereunder to serve
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until a succe;sor is appointed in the manner provided in the Unit Agree-
ment. The Unit Operator shall have full ahthorify to conduct, manage and
supervise ali‘Operations on said lands under the terms of said Unit Agree-
ment.and this agreement; ihcluding but not limited to the builcing of such
warehouses, office buildings, residencés, etc., reqiired to proneriy onerate
the proneri: whethe;»sQ;h_puildiygs be located on nroperty included within
the Unit nr not. 7Tn the conduct of operations, Unit Operator shall pay

and discharge promn*ly all costs and expenses incurred in connection with
operations hereunder, ahide by and conform to all laws, rules and regulations
and orders now in force, or that may hereafter be in force, of the Depart-
ment of the Interior and of any body, state or federal having jurisdiction,
perform all operations in accordance with good oil field and engineering
practices, carry such public liability, employers' liability, workmen's
compensation, and property insurance as may be required by law or as is
customary in the area in which lands covered in this Unit are located,

keep said lands and all personal propexty and equinment used in connection
with the operation hereunder free and clear of all liens arising out of

the operations hereunder, and furnish each party hereto on or before the
last day of each month a statement of all costs, expenses, disbursement,

and receipts hereunder during the preceding calendar month.

2, EXAMINATION OF TITLE: The Working Interest Owners represent
that they are the owners of or have options or contracts to acquire the
working interest in the oil and gas leases or pending applications therefor,
set forth on a schedule attached to sald Unit Agreement, and for the purpose
of identification with said Unit Agreement marked Exhibit "B". Each working
interest owner shall bear all overriding royalty,production payments,or other
encumbrances, if any, unon its or his interest set forth in said Exhibit. With-
in thirty (30) days after the effective date of sald Unit Agreement, each
Working Interest Owner”aggeeg‘po hrniéh»Unit Operator, certified or photo-~
static coples of its or his oil and gas leases, opntions or contracts to

acquire the same or pending applications therefor and a complete abstract

-3-



of title to said land, certified to date. Each Working Interest Owner
further agrees.to furnish the Unit Operator satisfactory evidence of the
payment of all rentals which may have become due under the terms of said
leases. The. Unit Operator shall, upon receipt of said title papers and
abstracts, refer them to a reputable firm of attorneys in the State of °
New Mexico for thepurpose of having the same examined for the account of
the working Interest Owners who furnished the same, title opinions rendered,
and copies thereof distributed to the interested owners. If such title
opinions point out defects in title, the Working Interest Owner or Owners
affected agree to use their best efforts to perfect such titles within -
thirty-(SO) days after receipt of said opinions. The effect of the re-
jection by said attorneys of any titles within the Unit #rea shall be
determined pursuant to the provisions of paragraph 29 of the Unit Agree-
ment. The defense of the title to any tract of unitized land or to any
working interest in any such tract shall be at the sole risk, cost and
expense of the Working Interest (Qwner owning or claiming said.tract or
the working interest rights therein. In the event of the failure of
title to any tract of unitized land or to any working interest therein
occurring subsequent to the effective date of said Unit Agreement, there
shall be such readjustment of participation on account of such failure of
title as required by Section 29 of said Unit *greement with a corresponding
adjustment of the parties' interests in the remaining wells, equipment, -and
facilities, and the loss occasionéd by such failure of title shall be borne
exclusively by the Working Interest Owner claiming title to said tract of
land or to the working interest therein and eaéh Working Interest Owner,
upon the execution hereof, agrees to indemnify, protect, and save harmless
the other Working Interest Owners who are or become parties hereto from
and against any and all liability, claims, demand, charges, expenses,
damage, judgments, decreos, and awards resulting from, relating to, growing
out of, or in any wise attributable to any such failure of title.

3. TEST WELL, OR TEST WELLS, AND DISTRIBUTION OF COST THEREOF 1

within six (6) months after the effective date of the Unit Agreement, Unit

.



Operator shall commence operations upon a test well for oil and gas at

a ‘location within the unit area selected by the Unit Operator, and said
well shall be drilled in compliance with.Sectidﬁ 9 of said Unit Agreement.
Said test well shall be drilled in accordance with applicable regulations
of the Secretary of the Interior and the New Mexico Qil (Conservation Com-
mission. In the event said well proves to be a dry hole or non-commercial
well, the same shall be plugged and abandoned in accordance with applicable
rules or regulations, and in such event, Unit Operator shall use his best
efforts to salvage all casing, equipment and other materials used in the
drilling of said well. The wOfking Interest Owners subscribing hereto

as Parties of the Second Part, shall be responsible for such portion of
the cost of drilling and plugging said well as they have expressly agreed
to in writing, other than this contract. The Working Interest Owners
shall be entitled to his or its proportionate part of the salvage value

of the casing, equipment and other materials in said well (and recovered
by Operator), in the event it is a dry hole or non-commercial well, said
proportionate part being determined by his or its percentage of participa-
tion in the cost of said casing, equipment and other materials.

In the event said initial test well proves to be a dry hole or
non-commercial well, there shall be no obligation on the part of the Unit
Operator to drill a second well., However, should a second well be drilled
by the Unit Operator, the Working Interest Owners subscribing hereto as
Parties of the Second Part shall be responsible for such portion of the
cost thereof as they have expressly agreed to in writing, other than this
contract,

The Unit Cperator may apply for and obtain a modification of-
the drilling requirements of said Unit Agreement or an extension or ex-
‘tensions of time within which to comply therewith, as provided by the
terms of said Unit Agreement, and any such application, or applications,
may be made without the consent of any of the Working Interest Owners

subscribing hereto as Parties of the Second Part.
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If a discovery of unitized substances in paying quantities is
obtained in any test well drilled as above in this section provided, an
adjustment shall be made in the mannerrpfovided for in Section 6 of all
the costs and expenses incurred in drilling, testing, equipping and com-
pleting said test well, Unit Operator, and any Working Interest Owner
who might have contributed to such costs and expenses, being given full
credit in the making of said adjustment for all sums so expended.

If any test well drilled as aforesaid obtains production but
not in sufficient quantities to warrant the formation of a participating
area therefor, and the Working Interest Owner of the tract upon which such
well is drilled shall notify Unit Operator in writing within twenty (20)
days after being advised by Unit Operator of the completion of such well
of its election to take over such well and shall reimburse Unit Operator
for the cost and expense incurred in drilling, testing, equipping, and
completing sucb well, such Working Interest Owner shall own and be entitled
to thereafter operate such well, and the production therefrom shall be
allocated solely to the tract upon which the well was drilled, and the
Working Interest Owner of such tract shall, subject to its paying the
royalties burdening such production, be solely entitled to such production.
Unless suﬁh Working Interest Owner shall so notify Unit Operator of its
election to take over any such well, Unit Operator may thereafter operate
such well for the benefit, and at the sole cost and expense, of the party
or parties, including itself, who have borne the cost and expense of
drilling, testing, equipping, and completing such well in the proportion
that they have borne such cost and expense subject only to Unit Operator's
paying on behalf of such party or parties the royalties burdening such
production and the rental upon the acreage constituting the well site.-

Upon completion of a well capable of producing unitized substances
in paying quantities, Unit Operator shall proceed with the further explora-
tion and development of said unit area as provided by said Unit Agreement.

4. DISPOSITION OF PRODUCTION: The Unit Operator shall deliver

to the credit of the parties hereto in the pipe line to which it may connect
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its wells, or otherwise in such tanks! pipe lines, or receptacles provided
by the several parties and situated adjacent to the well casing head and
designated by tﬁé'several parties for tﬁe :eception of such products,
their respective shares of the oil, gas, casinghead gas, and other mineral
products; provided, however, that eachvparty hereto shall reimburse the
Uﬂit Operator for any extra costs or e*penses incurred‘in making such
delivery, and tﬁe respective shsres of each party shéli likewise embrace
the royalty share thereof when not taken in kind by the royalty owner.

Unit Operator shall have, and is hereby given, the power and
right, without the further consent of Working Interest Owners, to sell
Working Interest Owners proportionate share (including royalty) of the
oil and gas produced from the participating area or areas proQided for
herein under any contract or arranéement cancellable on not more than
sixty (60) days® notice, along with and at the same price received at the
well for the Unit Operator's share thereof, while such oil and/or gas is
not being taken in kind as above provided.

5. ACCOUNTING PROCEDURE: rfter the discovery of unitized

substances within the Unit trea, all expenses and charges of every kind

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

Unit Operator and charged to the parties hereto in proportion to their
respective interests hereunder. Except as herein otherwise provided, all
cost, charges, and credits, and the accounting with respect thereto shall

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

a part hereof and marked Exhibit "}". Operating expenses shall also include
any expenses incurred by Unit Operator in connection with the protection

and maintenance of titles and negotiations incident thereto and litigation
involving basic titles or growing out of operations hereunder.

The Unit>0perator is authorized to and shall render and pay all
taxes or assessments, federal, state, or local, imposed against saidvlanig
and the production therefrom and the personal property thereon, including
all ad valorem, gross production, property, and excise taxes (except pro-

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

of operations hereunder.

6. COST OF OPERATION -~ LIEN:s The actual cost incurred by

the Unit Operator in perforxming its obligations as Unit Operator hereunder
“shall be kept seoarate for each participating area: anc as nearly as may
be done, all charges shall be charged directly to each participating area
and the opera2tjons served. The method and detail of maling such costs,
charges and settlements for cest, income, charges and credits for materials,
and other items in connaction with said operations sha’l >e as provided
by the Accounting procedure attached hereto and made a part hereof and
marked Exhibit "1'. The term "non-operxstors" as used in Exhibit "}"
2ttached hereto sha}l be deemed to refer to the Working Interest Owners
herein. Each of the parties hereto shall be charged for such costs and
expenses in the proportion that their respective working interests, on

an acrea2oe basis in any participating area which may be established
pursuant to the terms of said Unit Agreement, bears to the total number

of acres within any such participating area. Within thirty (30) days
aftar the establishment of any participating areca as provided in the

Unit Agreement, including participating area, if any, established as a
recult of drilling under paragraph 3 hereof, there shall be an investment
edjustment in cash, without interest, between the Working Interest Owners
in the participating area who shall have contributed to the cost of develop-
ment and operation up to the date of the establishment thereof and the
Working Interest Owners who may not have contributed their proportionate
share, in the following manner;

(a) All field property including, but not by way of limitation,
casing in wells, drilling and production equipment, service connections for
water and fuel, gas, oil and gas pipe line connections, tanks, structures,
camps, facllities, including field facilities and appliances located on
or used in connection with the operation of the wells drilled on said

participating area, shall become the property of the Working Interest
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Owners in the participating srea by undivided fractional interests in
proportion to their respective working interests in said participating
area, and the possession of all of said property shall be turned over to’
the Unit Operator as the representative of the parties in interést, and
for purpose of investment shall be valued on the basis of actual costs.

(b) The parties who contributed to the intangible cost of
drilling, completing, and operating each well shall receive credit for
the actual cost thereof up to the date when such participating area shall
become effective under the provisions of said Unit fgreement.

It is intended that by an adjustment in investment in tangible
property and in intangible costs, all Working Interest Owners in the
participating area as established, will bear said costs according to
their respective working interests on an acreage basis and that any parties
who theretofore have not paid and borne their proportionate part shall pay
without interest on the above described basis.

ry compensatory royalty required to be paid by Unit Operator
under Section 18 of said Unit Agreement, because of the drainage of any
lands within a participating area, shall be charged to the joint account
of the Working Interest Owners of such participating area as an operating
expense and settlement therefor shall be made as above provided.

Any compensatory royalty required to be paid by Unit Operator
under Section 18 of said Unit Agreement because of the drainage of any
unitized lands outside a participating area shall be charged to the
Working Interest Owner of the lands for which the compensatory royalty
is paid and settlement therefor made as above provided.

Unit Operator, at its election, may require the Working Interest
Owners to advance their proportion of developing and operating costs zccord
ing to the following conditions;:

On or before the first day of each calendar month, the Unit
Operator shall submit a statement of estimated costs for the succeeding

calendar month to the Working Interest Owners in the participating area;
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said statement shall show each Vorking Interest Owner's pfoportionate
share of the estimated expenditures and each party shall advance and
pay to Unit Operator the amount thereof stated on or before the first

day of the month in»which the expenditures are to be incurred. Should
any Working Interest Owner fail or refuse to pay or secure the payment

of his or its proportionate part of such advance estimate, the same shall
bear interest at the rate of six (6) per cent per annum from the date of
expenditure, until paid.

Unit Operator is hereby granted a lien upon the interests of
each Working Interest Nwner in the unit area and the unitized substances
produced therefrom to secure the payment of any sums due Unit Operator
from such Working Interest Owner under the terms hereof and under the
terms of said Unit Agreement. In the event of the failure of any Working
Interest Owner to make any payment or reimburse Unit Operator for any
sums due Unit Nperator from such Vorking Interest Owner under this agree-

‘ment or under said Unit Agreement, Unit Operator shall have his choice
of any or all of the following remedies:

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

to Unit Operator in the manner provided by the laws of the State of New
Mexico for the foreclosure of materialmen's liens.

(2) Unit Operator may reimburse itself for any sums so due Unit
Operator by applying thereto any sums due from Unit Operator to such Vorking
Interest Owner or Owners.

(3) Unit Operator may file, with any pipe line or other purchaser
of the defaulting party's share of the unitized substances hereunder, an
affidavit stating that such defaulting party is indebted to Unit Operator.
Such affidavit when so filed shall be deemed to be an order made and
delivered by the defaulting party to such pipe line or purchaser, author-
izing and directing the same to make payment to Unit Operator of the purch-ro
price of such defaulting party's share of unitized substances until writtm

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

give immediately upon the payment or sgcuring as aforesaid of that

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

stances makiné payments in accordance with the terms and provisions of

this Sub-Section (3) shall be released from liability to such defaulting

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

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

obligation of determining whether such default is existing or has been cured.
(4) #ny and all other remedies which Unit Operator may have in

law or in equity,

7. DRILLING ON LAND NOT INCLUDED IN A PARTICIPATING AREA: Any

well drilled on unitized land not included in a participating area pursuant
to Saction 13 of said Unit ?greement shall be drilled and completed into
the flow tanks if productive or plugged and abandoned if dry, at the sole
cost and expense of the party or parties owning or controlling the working
interest of the regular well spacing unit upon which said well was drilled.
If such well is drilled by Unit Operator the cost thereof may be estimated
by the Unit Operator in the same manner as provided in Section 6 of this
agreement and the Working Interest Owner of the tract on which said well

is drilled shall be fu}nished with such estimate and shall advance and pay
to Uni£ Operator the amount so estimated on or before the first day of the
month in which the expenditures are to be incurred.

Any well drilled on unitized land other than the test wells pro-
vided for in Section 3 hereof énd not included in a participating area,
which is lawfully required to be drilled on such land by the Secretary of
the Interior, or his representative, or which is drilled pursuant to an
approved plan of "Further development and Operation" as provided by Section
10 of said Unit Agreement, if the same results in a dry hole or a well not
capable of producing unitized substances in paying quantities or quantities
not sufficient to warrant the inclusion of the same in an existing par-

ticipating area or in the establishment of a new participating area, shali

be paid for on the following basis:
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A drilling unit for each such well shall be formed prior to the
drilling thereof by including the 160 acre legal subdivision upon which
the well is to be drilled and each 160 acre legal subdivision contiguous
thereto so that such drilling unit shall be in the form of a square con-
taining nine (9) 160 acre legal subdivisions, provided however, any portion
of such square which falls within an establishedAparticipating area shall
be excluded therefrom. The cost of said well shall be borne by the owners
of working interests within said drilling unit provortionately on an
acreage basis, and Unit Operator may require such Working Interest Owners
to advance their proportionate part of the estimated cost thereof as
provided by Section 6 hereof.

In the event said well is completed as a well capable of pro-
ducing unitized substances but not in sufficient quantities to warrant
the formation of a participating area therefor or the inclusion of the
same within an existing participating area, and the Working Interest Owner
or Owners of the tract upon which such well is drilled desire to take over
and produce such well, they may do so as provided in Section 6 hereof.
Unless such Working Interest Owners elect to take over such well, Unit
Operator may thereafter operate the same for the benefit and at the sole
cost and expense of the party or parties including itself who have borne
the cost and expense of drilling, tésting, equipping and completing such
well in the proportion that they have borne such costs and expenses.

In the event §uch well is completed as a well capable of producirnc
unitized substances in such quantities that the land upon which it is
situated may be properly included in a participating area, then, in such
event, promptly after the inclusion of such well within a then existing
participating are, or in a new participating area established as a result
of discovery of production in paying quantities in such well, the cost
thereof shall be paid by the Working Interest Owners in the participating
area, as enlarged, or established by reason of such well, proportionately

on an acreage basis and the accounts of such parties shall promptly be

adjusted on the following basis:
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(a) If such well shall have been included in a then existing
participating area, there shall be an investment adjustment of tangible
and intangible costs of prior development and operation as provided in
Sections B8-A and 8-B hereof, respectively.

(b) If such well be included in.a new participating area estab-
lished as a result of discovery of production in paying quantities in such
well, there shall be an investment adjustment in cash without interest by -
the Working Interest Owners in the participéting area so established pro-
portionately on an acreage basis as provided in Section 6 hereof.

8. UPON THE ENLARGEMENT OF ANY PARTICIPATING AREA:

A, TANGIBLE EQUIPMENT: There shall be an adjustment of the
investment in all items of tangible equipment between the Working Interest
Owners in the old participating area and the Working Interest Owners in
the tracts admitted thereto upon enlargement, to the end that each Working
Interest Owner in the participating area as enlarged shall pay for and.own
an undivided interest in the total of all such items of tangible equipment
proportionate to such Working Interest Owners' interest in the participating
area as enlarged. For the purpose of such adjustment of investment, all
items of tangible equipment shall be valued as follows:

(1) MATERIAL AND EQUIPMENT ON NEW LANDS ADDED TO THE PARTI-
CIPATING AREA: All items of tangible equipment on the new tracts being
admitted to the participating area ehall be valued on the basis of the
actual costto the Working Interest Owner or Owners who contribute such
equipment to the participating area.

(2) MATERIAL AND EQUIPMENT ON PARTICIPATING ARE# BEFCRE
ENLARGEMENT: For the purpose of any adjustments made during the three-year
period next following the effective date of the establishing of the initial
participating area, all derricks, casing, tubing, wellhead connections,
and other materials installed in the wells, as well as all other items of
material and equipment, shall be valued on a basis of cost to the Working
Interest Owners in the participating area. From and after the three-year
period next following the establishing of the initial participating area,
all material and equipment on the participating area before enlargement shall
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be valued on the basis of appraised condition value.

B. INTANGIBLE COSTS., There shall be an adjustment of intangible

costs between the Working Interest Owners in the old participating area
and the Working Interest Owners in the tracts admitted thereto upon
.enlargement upon the following basis: -

(1) Unit Operator shall determine the total cost per acre of
all items properly chargeable as intangible costs in the development of
the enlarged participating area to the effective date of the enlargement
of the particiﬁgfiﬁg areéﬂas such effecti?e‘date is provided by the Unit
Agreement .

(2) rMter the per acre costs have been determined as provided
in paragraph (1) hereof, the Unit Operator shall make such adjustments in
the accounts of the respective WQ;king Interest Owners as may be necessary
to equalize the per acre costs as between all Working Interest Owners in
the enlarged participating area. Unit Operator shall then furnish a
summarized statement to each Working Interest Owner, said statements td
show the amount credited or charged to each Working Interest Owner by
reason of said adjustment. Thereafter the cost of all additional opera-
tions in said participating area as enlarged shall be borne ratably by
the Working Interest Owners on an acreage basis.

Except for the adjustments of investments in tangibles and in-
tangibles in this Section 8 provided for, there shall never be any other

adjustment of expenditures upon the enlargement of a participating area.

9. LEASE RENTALS AND ROYALTIES: Each Working Interest Owner,

at least 30 days prior to the time any rental shall become due and payable
under any oil and gas lease of such Working Interest Owner committed to
said Unit. Agreement, shall furnish Unit Operator with satisfactory
evidence that said rental has been paid. The Unit Operator shall incur

no liability for failure to pay any rental due under the terms of any

oil and gas lease committed to said Unit Agreement within the time and

manner provided in such lease,
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In the event any rentals are paid by the Unit Operator, the same
shall be charged to the joint account and billed to the party responsible
for the payment of the same.

Each working interest owner shall be responsbile for and shall
pay all royalties due and all overriding royalties and oil payments if any
payable out of their respective working interests.

10. INSURAMCE AND DRILLING RATES: After the discovery of

unitized substances in paying quantities upon any of the lands embraced
in the unit area, the Unit Operator is hereby authorized to drill any and
all wells required under the provisions of said Unit Agreement or any plan
or modification thereof adopted under Section 10 of said Unit sgreement.
A1l contracts for the drilling of wells on the unit shall be let
to responsible contractors and shall provide for rates of pay not in excess
of the customary rates prevailing in the field in which said leases are
located. Unit Qperator, if it so desires, may employ its own tools and
equipment in the drilling of wells, but in such event the charge therefor
shall not exceed the prevailing rate in the field and such work shall be
performed by the Unit Operator under the same terms and conditions as
shall be customary and usual in the field in contracts of independent
contractors who are doing work of similar nature,

Unit Operator, at all time while operations are conducted
on the unit area, shall carry and require all of its contractors to carry
insurance to indemnify, protect and save the parties hereto harmless, as
follows:

(a) Workmen's compensation and employers liability in-
surance in accordance with the laws of the State of New Mexico.

(b) Public liability insurance with limits of not less than
$50,000.00 as to any one person and $100,000,00 as to any one accident,and
property damage liability insurance with a limit of not less than $10,000.00
for each accident.

(c) Automobile public liability insurance with limits of not

less than $25,000.00 and $50,000.00,and automobile property damage insurance
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with a limit of not‘less than $5,000.00 to cover all automotive equipmenf.

Ail policies obtained and carried pursuant to subdivisions {b)
and (c) above must be written by a stock and not a mutual company. Unit
Operator shall provide neither fire, windstorm, nor explosion insurance ”
for the joint account of the parties hereto.

11. ASSIGNMENTS OF UNDIVIDED INTERESTS: Any party hereto may,

at any time, subject to the provisions of this agreement, transfer or assign
to another party‘hereto, or to others, all or any portion of its intere#f
under this agreement, with respect to all or part of the lands then covered
thereby, and upon such transfer or assignment the transferee or assignee
shall become a parfy to and become bound by all the terms and provisions

of thi§ agreement with the same force and effect as if it originally
executed it, but such assignor shall not be relieved of any responsibility
or liability hereunder accruing on or prior to the actual assignment or
transfer without the consent in writing of all parties then owning and
holding the remaining interest.

Such transfer, assignment or conveyance of any iﬁterest shall not
be binding on any party, other than the party transferring, assigning or
conveying the same, unless and until the first day of the calendar month
after the original, a photostatic copy or a'certifiéd copy of the recorded
instrument evidencing such change in ownership has been delivered to Unit
Operator.

It is understood and agreed that whenever an assignment or assign-
ments of undivided‘Wo;king Interests are made which result in more than two
parties owning‘working interests in any of the fracts covered by this agree-
ment, the Unit Operator shall be furnished with a recordable instrument
executed by all such parties designating one of said parties to act as agent
for all parties, and Unit Operator shall bill only said fgent for the

aggregate amount due by all of said parties and shall likewise account to

said Agent for all income due said parties.
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12. _SURRENDCR OR_TERMINATION OF INTERESTS: Any Working Interest

Owner shall have the right at any time while not in default of any of the
provisions hereof or indebted to the joint account to be relieved of all
further obligations, except the obligation to pay such party's propor-
tionate part of the cost of any well then drilling under this agreement

by assigning, spbject to the approval of the Director of the Bureau of

Land Management, Department of the Tnterior, or the Commissioner of Public
Lands, as the case may be, to the other parties hereto, in proportion to

the interest then severally held by them in the unit area, all of the
committed working interest in the unit area of the Working Interest Quwner
desiring to be relieved of such further obligations. Such interest shall

be assigned free and clear of all liens and encumbrances. In such event

the Unit Operator shall pay to the Working Interest Owner desiring to be
relieved of such further obligations, a fair secondhand value to be mutually
agreed upon between the Unit Operator and such Working Interest Owners, less
the cost of salvaging the same, all such party's proportionate interest in
all casing, material, equipment, fixtures, and personal property belonging
to the joint account, and Unit Operator shall charge the amount so paid to

the joint account.

13. REPRESENTATIVES - INSPECTION OF OPERATIONS AND RECCRDS: Each

owner of a working interest shall have the right to designate in writing,
delivered to Unit Operator, a representative to receive reports and state-
ments and represent each such Working Interest Owner in such matters as
are herein specifically provided for, and the term "representative" as
herein used shall refer to the representative so designated by a Working
Interest Owner. Any representative so designated may be changed from time
to time by his principal's appointing a new representative and by notify-
ing the Unit Cperator in writing of such action.

The Working Interest Owners in any tract in which the working
interest is owned by more than one Working Interest Owner in undivided

shares shall designate in writing delivered to Unit Operator a representative
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who shall be authorized to represent and act for them in all matters
provided for in said Sections. The matter of the distribution and appor-
tionment of costs and expenses chargeable against the Working Interest
Owners of such tract and of the division of revenue among them shall be
provided for in a separate agreement entered upon by such Working Interest
Owners and filed with Unit Cperator.

Unit Operator shall not, however, be liable or responsible for
any injury or injuries of any kind or character which any agent or repfe-
sentative of any Working Interest Owner may suffer while on or at any tract
of unitized land or any well thereon or while going to or from any such

tract or well thereon.

14, FURTHER INSTRUMENTS: Each party hereto agrees that it will

execute such contracts, surrenders, assignments, or other instruments neces-
sary or required to carry out and make effectual. all or any of the provisions

of this agreement.

15. RELATIONSHIP OF PARTIES. It is expressly agreed and under-

stood that by this agreement and the Unit Agreement it is not the intention
of the parties hereto to create a partnership or association. The duties,
obligations and liabilities of the parties hereto are intended to be
several and not joint or collective, and nothing contained in this agree-
ment or in the Unit Agreement shall ever be construed to create a trust

or association or to impose a partnership duty, obligation or liability
with respect to any one or more of the parties hereto.

Each party shall be individually responsbile only for its own
obligations as set out in said agreements and shall be liable only for
its proportionate share of the costs and expenses as herein and therein
stipulated.

Whenever in this agreement reference is made to operations for
the joint account of any of the parties hereto or to charges or credit
to a joint account, or whenever similar language is used, the parties

use such language merely as a convenient method of referring to the
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accounting necessary between them and it is agreed that no such phraseology
§hall\gver pelponsfquq”a§‘preating,any joint liability upon the part of
the p;rties hereto for anycbligation incurred under this agreement of
ﬁhe Uq}t Agreement;“oywas setting apart or creating any fund or jointly
owned property for the satisfaction of any such obligationj or as creating
a common fund for any other purpose.

No funcds received by Unit Operator under this agreement or the
Unit Agreement, whether received as proceeds from the sale of unitized
substances, or as advances or as payments on account of costs or expenses,
or otherwise, need be segregated by Unit Operator or maintained by it as
a joint fund, but may be commingled with its own funds and distributed
by Unit Operator a§ grovided for in the said agreements.

16. FCRCE MAJEURE: All obligations of Operator hereunder shall

be suspended while, but only as long as, Operator is prevented or hindered
from complying therewith in whole or in part, by any disturbance, rcts

of God, cr of the Go;érnméﬁt éf thé United States, or any other authority,
inab’lity to obtain materials, unavoidable accidents, or other matters
beyond the control of the Operator, whether similar to the matters
specifically enumerated herein or not.

17. CONTRACT SUBJECT TO APPLICABLE LAWS, RULES, REGULATIONS

AND UNIT AGREEMENT: This contract and all the provisions thereof and

all operations and transactions hereunder or pursuant hereto shall be
subject to all applicable laws and valid rules and regulations of any
VFederal or State authority having jurisdiction; and in the event any

of the provisions hereof shall be found to be contrary to or conflict

with any such law, rule or regulation, or with the terms and conditions

of said Unit Agreement, such law, rule or regulation, or the Unit fgreement,

as the case may be, shall govern and this contract shall be deemed modified

and amended accordingly.
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18, EFFECTIVE DATE AND TERM: This Unit Cperating Agreement
shall becoﬁe effective as of the effective date of the Unit Agreement |
for the .evelopment and Operation of the Poker Lake Area, and shall
remain in full force and effect during thé life of such Unit Agreement,
and the provisions hereof shall be considered as covenants running with
the ownership of the respective oil and gas leases committed by the
parties hereto to said Unit Agreement, and shall be binding upon the
heirs, personal representatives, successors, and assigns of the parties

hereto,

19. SUBRSEQUENT JOINDER: Owners of working interests within

the Unit Area who have not committed their interests to the Unit Agrece-
ment prior to the time operations are commenced upon the initial test
well to be drilled in accordance with Section 3 hereof and who have not
subscribed to this Agreement, may commit their interests to said Unit
Agreement in the manner provided by the terms thereof, provided, however,
they shall also subscribe to this Agreement, or a counterpart thereof,.
or ratify the same,

In committing their interests to said Unit Agreement, said
owners shall also make an equitable adjustment with the Unit Operator
for the benefit of the working interest owners who have theretofore
incurred costs and expenses in the operations under the terms of said
Unit Agreement and this Agreement. The terms of such adjustment shall
be approved by a majority of the working interest owners on an acreage
basis, provided, however, if one owner owns more than a majority of the
working interest committed to the Unit Agreement, such adjustment shall
be concurred in by at least one other working interest owner.

20. COUNTERPARTS: This agreement may be executed in any

number of counterparts with the same force and effect as if all parties
had signed the same document or this agreement may be ratified with like

force and effect by a separate instrument in writing specifically referring

hereto.
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IN WITNESS WHEREOF, this agreement is executed as of the day

and year first above written.

| | RICHARDS”’ s
SR R det e By LY 4

Partney :

PARTY OF THE FIRST PART

UNIT OPERATCR

THR SUPERIOR OIL COMPANY| &"-

Vice Prepidont

By M(/ ot K0 F (urerin_
Knsistant Searataryh

CONTINENTAL OTL COMPANY | M0t

\ LLGAL l 5._
IAND | g
By S/f. M &L/W1 T ;lt

Attorney in Fact GLOL >
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STATE OFG } )
)SsS
COUNTY OF_EE“‘* D)

-
On this /| § day of %w , 1952, before me

personally appeared /? LS, M\\Aﬁm«

‘to me personally known to be the person described in and who executed

the above and foregoing instrument on behalf of RICHARDSON & BASS, a
co—partnershlp, composed of S, W, Richardson and Perry R. Bass, and
acknowledged that he executed the same.as his own .free act and deed
and as the free act and deed of said partnership.

IN WITHESS WHEREOF, I have hereunto set my hand and official

seal the day and-year- in -this certificate above written.
' .<'.‘}
C7 ’
————— [\ j C g /L/(/-Aj‘” // -
Notay Pubhc .

My Commission Expires
My Commission Expires Marcii 14, 1955 ‘ O T e o

STATE OF: ‘*)“"% ::""\ ;
o M SS
COUNTY OF f—w~ ) K"*’L

)
A~
On this |8 day of W‘\w y 1952, before me personally
appeared _—/-3 \M @_\L\\M&Am Cuud) @_uuuq\ﬁe G%m

to me personally known to be the person¢q described in and who executed

. the foregoing instrument, and acknowledged that __ihef executed the same
Hhﬁ& free act and deed.
IN WITNESS VHEREOF, 1 have hereunto set my hand and official

seal the day and year in this certificate above written.

o~

44; ,4/4/7 .
L/ . //' ’j /
- - : g o e
My Commission Expires: Notary Public =
r‘E." "..’:'T".';.fg-'a- r. L v'-
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STATE OF____ TEXAS )
‘ )SS
COUNTY OF ____ MIDLAND )
On this _)Q day of ____ June y 195 2, before me personally appeared
 HOWARD KECK. ' to me personally known who being by me:
duly sworn, did say that he is the _ yqgnaPresident of_ PERIOR QIL.
COMPANY and that the seal affixed to said instrument is

the corporate seal of said corporation, and that said instrument was signed and
sealed in behalf of said corporation by authority of its Board of Directors, and

said acknowledged said instrument to be the
free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal
on this the day‘and;year last above written.

. My CommissionyEggires:_‘ _ (:22ﬂ~A&J C;ZZKLA,47L1V/’

Notary Public

My Commission Expires June 1, ]9.,3
ANN ADAMb

STATE OF )
_ )ss
COUNTY OF )
On this day of » 195__, before me personally appeared

to me personally known who being by me
duly sworn did say that he is the President of

and that the seal. affixed to said instrument is
the corporate seal of said corporation, and that said instrument was signed and
sealed in behalf of said corporation by authority of its Beard of Directors, and

said acknowledged said instrument to be the
free act and deed of said corporation.

IN WITNESS VHEREOF, I have hereunto set my hand and affixed my official seal
on this the day and year last above written.

My Commission Expires:

Motary Public

STATE OF )
)SS
COUNTY OF )
On this day of »195__, before me personally appeared

to me personally known who being by me
duly sworn did gay that he is the President of -

and that the seal affixed to said instrument is
the corporate seal of said corporation, and that said instrument was signed and.

sealed in behalf of said corporation by authority of its Board of Directors,and
acknowledged said instrument to be the

free act and deed of said corporation.

IN WITNESS VHEREOF, I have hereunto set my hand and affixed my official seal
on this the day and year last above written.

My Commission Expires: , Notary Public '



STATE o§:f§ ):&*ébKFQA;&x_ )
)ss
COUNTY Or:iLta— l

On this '8 day of CDU\«&xJ\L}~. ,195L, before me personally appeared

Do, Ay <$2x-L44. OJ\AGL,*ﬂk. SEIVVE SN
to me personally known to be the personf> (U&scribed in and who executed the fore-

going instrument, and acknowledged that -{h éanECUted the same as—\ )i\ free
act and deed.

IN VITHESS WHEREQF, I have hereunto set my hondjgnd off1c1al seal the day and

year in this certificate above written,
My Commission Expires: 5é2; -4‘¢/(
. liotary Pub%i

My Commission Expires March 14, 1955

S5

STATE OF B )
: S

COUKRTY OF

On this day of ' ,195__, before me personally appearcd

to me personally known to be the person__ described in and who executed the fore-
going instrument, and acknowledged that _ _he__ executed the same as
free act and deed.

TN WITNESS WHEREOF, I have hereunto set my hand and official seal the day
and year in this certificate first above written,

My Commission Expires:

Motary Public

STATE OF ) i
)SS
COUNTY OF )
On this day of , 195__, before me personally appeared

to me personally known to be the person__ described in and who executed the fore-
going instrument and acknowledged that _ _he___ executed the same as
free act and deed,

IN WITHNESS WHEREOF, 1 have hereunto set my hand and official seal the day
and year in this certificate last above written.

My Commission Expires;

Notary Public

STATE OF )
)SS
COUNTY OF )
On this day of y 195, beﬁﬁv me personally appearerd

to me personally known to be the person__describhed in and who executed the forc—
going instrument and acknowledged that __he__ executed the same as
free act and deed.

IN VITHESS YMEREOF, I have hereunto set my hand and official seal the day
and vear in this certificate last above written,

ly Commission [Expires: liotary Public



STATE OF TEXAS g
COUNTY. OF TARRANT {

on this 24th day of June, 1952, before me personally
.appeared H., H. HINSON to me'pérsonally known, who being by me}
-first duly sworn, did .say that he is Attorney inHFact“fbr
CONTINENTAL OIL COMPANY, a corpofation, and that said instrument
waémgigned in behalf”of‘said corporation by authority of its
Board of Directobs, and said H. H, H1Nsou,ackhow1edged said
instrument to be his free and volﬁnfary act and deed and the
free and voluntary act and deed of said corpOfation for the uses
specified therein.
IN WITNESS HEREOF, I have hereunto set my hand and
affixed my official seal on this, the day and year first above

written.

Uy Gt Oondbins

Notary’ Public, Tagrant County,
é’ Texas

My commission expires:




STATE OF

SS

pvv

COUNTY OF

On this _ _ day of y195__, before me personally appeared

to me personally known to be the person___described in and who executed the fore-
going instrument, and acknowledged that __he _executed the same as free
act and deed.

IN WITHESS WHEREOF, I have hereunto set my hand and official seal the day and
vear in this certificate above written.
My Commission Expires:

Notary Public

STATE OF

e N’ et
n
Ho2]

COURTY OF

0On this day of »195__, before me personally appeared

to me personally known to be the person__ described in and who executed the fore-
90ing instrument, and acknowledged that __he__ executed the same as
free act and deed.

IN WITHESS VHEREOF, 1 have hereunto set my hand and official seal the day
and year in this certificate first above written.

My Commission Expires:

Motary Fublic

STATE OF ) _ )
)SS
COUNTY OF )
On this day of » 195__, before me personally appeared

to me personally known to be the person__ described in and who executed the fore..
30ing instrument and acknowledged that __he__ executed the same as
free act and deed.

IN WITNESS WHEREOF, I have hereunto set my hand and official seal the day
and year in this certificate last above written,

My Commission Expires:

Notary Public

STATE OF )
}Ss
COUNTY OF )
On this day of » 195__, before me personally appeared

to me personally known to be the person__described in and who executed the foran
going instrument and acknowledyed that ___he_ executed the same as
free act and deed.

IN VITHESS VHEREOF, I have hereunto set my hand and official seal the dav
and year in this certificate last above written.

l'y Commission Expiress: : liotarv Public
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Attached to and made a part of ....POKER LAKE UNIT OPERATING AGREEMENT

- 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-QOperator” as herein used shall be construed to mean any one or more of the non-operating
parties. ' e - :

2. Statements and Billings

Operator shall bill Non-Operator on or before the last day of each month for its proportionate shire 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... . G, ~-..... below:

A. Statement in detail of all charges and credits to the joint account. 3

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 malterial 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 thercof; and

(3) Statement of any other receipts and credits.

3. Payments by Non-Operator : e

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 e e e e .

Payment of any such bills 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 yecar shall be conclusively
presumed to be true and correct after cighteen months following the close of any such calendar year, unless
within said eightecen 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 Opcrator for adjustment within such
period shall establish the correctness thereof and preclude the filing of exceptions thereto or the making of
cluims 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 cighteen months next following the close of any calendar year. Non-Operator shall have six months next
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 Seclion VI, Inventories, hereof.,

1I. DEVELOPMENT AND QPERATING CHARGES
Subject to limitations hereinalter prescribed, Operator shall charge the joint account with the following items:

1. Rentals and Royalties

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

2. Labor, Transportation, and Services
Labor, transportation, and other services necessary for the development, maintenance, and operation of the joint
property. Labor shall include (A) Operator's cost of vacation, sickness and disability benefits of employees, and
expenditures or contributions imposed or assessed by governmental authority applicable to such labor' and
(B) Operator’'s current cost of established plans for employees’ group life insurance, hospitalization, pcr'lsion
retirement, stock purchase, thrift, bonus, and other benefit plans of like nature, applicable to Operator'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

Material, equipment, and 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 mater.ial to the joint property frem Vendor's or from Operator’'s warchouse 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 reliuble su i ivi
ce . c pply store or railway receivin i
such material is available, except by special agreement with Non-Operator. & point where
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12.

Moving Surplus Material from Joint Property

Moving surplus material from the joint property to outside vendees, it sold f.0.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 recelving 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.

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.”

Damages and Losses
Damages or losses incurred by tire, 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.

Litigation, 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 statf 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 and operating a district office and all necessary camps, including
housing facilities for employees if necessary, in conducting the operations on the joint property and other
leases owned and operated by Operator in the same locality. The expense of, less any revenue from, these
facilities shall include depreciation or a fair monthly rental in lieu of depreciation on the investment. Such

charges shall be apportioned to all leases served on some equitable basis consistent with Operator’s accounting
practice,

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 3nmnadux . wherever located.. . ... , and any portion of the office expense
of the principal business office located at ...-.EQII:_WQX‘.th; Texas , but which are not in lieu of district
or field office expenses incurred in operating any such properties, or any other expenses of Operator incurred
in the development and operation of said properties; and Operator shall have the right to assess against the
Joint property covered hereby the following overhead charges:

A $... .fSeQ;. Q... per month for each drilling well, beginning on the date the well is spudded and
terminating when it is on production or is plugged, as the case may be, except that no charge shall be made
during the suspension of drilling operations for fifteen (15) or more consecutive days.

B. $... 25.0Q.... per well per month for the first five (5) producing wells,

C. $..... 50.00 per well per month for the second five (5) producing wells.

D. $.... 40.00... per well per month for all producing wells over ten (10).

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

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

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

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

(4) Wells being plugged back or drilled deeper shall be included in overhead schedule the same as drill-
ing wells.

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

(6) Salt water disposal wells shall not be included in overhead schedule.
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F. The above overhead schedule on producing wells shall be applied to individual leases; provided that,

whenever leases covered by this agreement are operated as a unitized project in the interest of economic
development, the schedule shall be applied to the total number of wells, irrespective of individual leases.

G. The above specitic 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.

Warehouse Handling Charges
_ None

14
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Other Expenditures

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

1. BASIS OF CHARGES TO JOINT ACCOUNT
Purchases

Material and equipment purchased and service procured shall be charged at price paid by Operator, after de-
duction of all discounts actually received.

Material Furnished by Operator

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

(1) New material transferred from Operator's warehouse or other properties shall be priced {. o. b, the
nearest reputable supply store or railway receiving point, where such materizl is available, at current
replacement cost of the same kind of material. This will include material such as tanks, rigs, pumps,
sucker rods, boilers, and engines. Tubular goods (2” and over), shall be priced on carload basis effective

at date of transfer and f. o. b. railway receiving point nearest the joint account operation, regardless
of quantity transferred.

(2) Other material shall be priced on basis of a reputable supply company’'s Preferential Price List ef-

e . lective at date of transfer and f. o. b. the store or railway receiving point nearest the joint account

sl - -
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V. DISPOSAL OF LEASE EQUIPMENT AND MATERIAL

The Qpetator spall be under no obligation to purchase interest of Non-Operator in surplus new or secondhand
material. Derrncks, tanks, buildings, and other major items shall not be removed by Operator from the joi}n
property without the approval of Non-Operator., Operator shall not sell major items of material to an outside

party without giving Non-Operator an opportunity either to purchase same at the price offered or to take Non-
Operator’s share in kind.



13.

F. The above overhead schedule on producing wells shall be applied to individual leases; provided that,

, whenever leases covered by this agreement are operated as a unitized project in the interest of economic

_ development, the schedule shall be applied to the total number of wells, irrespective of individual leases.

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

Warehouse Handling Charges
None

14.
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Other Expenditures
Any other expenditure incurred by Operator for the necessary and proper development, maintenance, and
operation of the joint property.

1II. BASIS OF CHARGES TO JOINT ACCOUNT
Purchases
Material and equipment purchased and service procured shall be charged at price paid by Operator, after de-
duction of all discounts actually received.

Material Furnished by Operator

" Material required for operations shall be purchased for direct charge to joint account whenever practicable,

except that Operator may furnish such material from Operator’s stocks under the following conditions:
A. New Material (Condition “A")

(1) New material transferred from Operator’s warehouse or other properties shall be priced f. o. b. the
nearest reputable supply store or railway receiving point, where such material is available, at current
replacement cost of the same kind of material. This will include material such as tanks, rigs, pumps,
sucker rods, boilers, and engines. Tubular goods (2 and over), shall be priced on carload basis effective
at date of transfer and f. o. b. railway receiving point nearest the joint account operation, regardless
of quantity transferred.

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

(3) Cash discount shall not be allowed.

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

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

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

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

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

shall be classed as Condition “C"” and priced at 509 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.

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 Exclusively Owned Facilities

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

Operator:

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

B. Automotive Equipment: Rates commensurate with cost of ownership and operation. Such rates should
generally be in line with schedule of rates adopted by the Petroleurn 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 drwer

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; provnded that such charges shall not exceed those currently
prevailing in the field where the Jomt property is located

D. Whenever requested, Operator 4n advance.of the rgtes it
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S. In the event aﬁy field facilities are owned by the Unit Operator other
than those specified in III, Paragraph 4, above, or in the event that any
field facilities are owned by any group of Working Interest Owners and such
facilities are used for the benefit of any other Working Interest Owners
not having an interest therein, Unit Operator shall make a rental charge to

the group of Working Interest Owners using such facilitiocs based upon the
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Other Expenditures .l (

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

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

Material Furnished by Operator

Material required for operations shall be purchased for direct charge to joint account whenever practicable,
except that Operator may furnish such material from Operator's stocks under the following condmonS'

A. New Material (Condition “A")

(1) New material transferred from Operator's warehouse or other properties shall be priced f. o.-b. the
nearest reputable supply store or railway receiving point, where such material is available, at current
replacement cost of the same kind of material. This will include material such as tanks, rigs, pumps,
sucker rods, boilers, and engines. Tubular goods (2 and over), shall be priced on carload basis effective

-at date-of transfer and f. 0. b. railway receiving point nearest the joint account operation, regardless
of quantity transferred.

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

(3) Cash discount shall not be allowed.

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

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

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

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

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

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

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

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

3. Warranty of Material Furnished by Operator

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

Operator’s Exclusively Owned Facilities

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

Operator:

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

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

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

D. Whenever requested, Operator shall mform Non-Opgrator m advance of the rutes it pro ses 0 char e
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5. In the eveﬁt Agy field f;c111t1es are owned by the Unit Operator other
than those specified in III, Paragraph 4, above, or in the event that any
field facilities are owned by any group of Working Interest Owners and such
facilities are used for the benefit of any other Working Interest Owners

not having an interest therein, Unit Operator shall make a rental charge to
the group of Working Intecrest Owners using such facilities based upon the
reasonable value thereof and such rental shall be credited to the Unit
Operator or the Working Interest Owners, as the case may be, owning such
facilities,

6. In the eveant certain materials can be purchased by Unit Operator only

at prices in excess of the limitations set forth herein or are not available
at the nearest supply point, Operator notwithstanding such limitations shall
be permitted to’charge the Joint Account with such costs and expenses as may

be reasonably incurred in purchasing and moving the required materials to
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1. MalerialfPurchased by Operator

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

2. Material Purchased by Non-Operator

Material purchased by Non-Operator shall be invoiced by Operator and paid for by Non-Operator to Operator
immediately following receipt of invoice. The Operator shall pass credit to the joint account and include the
same in the monthly statement of operations.

3. Division in Kind .
<+ . ‘Division.of-mastérigl-iri- kind, if made between Qperator and Non-QOperator, shall be in proportion to their re-
spective interests in such matdrial.| EE&‘ﬁéﬂgﬁwm"héF Wpar Bk '¢harged ihdividually' with 'the value 61 tge
material received or receivable by each party and ¢§tiespoRding credifs ‘will"bd ‘thadié by ‘the Opdrator 15 the
joint account, and such credits shal}] appear in the monthly statement of operations.
4. Sales to Qutsiders ’ »
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 a"ccount, it 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: '

1. New Price Defined

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

2. New Material

New material (Condition “A'"), being new material procured for the joint account but never used thereon, at
1009, of current new price.

3. Good Used Material .
Good used material (Condition *“B”), being used material in sound and serviceable condition, suitable for reuse
without reconditioning,
A. At 759 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.

4. 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 serviceable for original function but substantially not suitable for reconditioning,
at 509 of current new price.

5. Bad-Order Material

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

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

7. Temporarily Used Material :
When the use of material is of a temporary nature and its service to the joint account does not 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.

VI. INVENTORIES

1. Periodic Inventories
Periodic inventories shall be taken by Operator of the joint account material, which shall include all such
material as is Qrdinarily considered controllable by operators of oil and gas properties.

2. Notice

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

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

4. Reconciliation of Inventory
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,

5. Adjustment of Inventory _
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.

6. Special Inventories
Special inventories may be taken, at the expense of the purchaser, whenever there is any sale or change of
interest in the joint property, and it shall be the duty of the party selling to notity all other parties hereto as
quickly as possible after the transfer of interest takes place. In such cases both the seller and the purchaser
shall be represented and shall be governed by the inventory so taken,
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COMTY CF TARRINT)

On thia M Aay t::.t”gi 7t 7 7, 1953, before cse
personally appeared Perry fie Duss, to /perswally known to
Ve thoe poroon described in and who exocuted tho above mid
forezoing inatruwsent on behalfl of RICTIAIDSU & BASS, & prrtnore
ship, and acitnowlodged that he oxocutod thod suno us his freo
act and ¢oad and us the {ree act and dved of sald partnaxship.

It WIINEGS ¥RNRNOF, I have hereunto set ny henda and
ulfixaed my official soul the day and yosr in this cortificate
above writton.

s/
iy Cowsission Lxpires rotary Fublic

{-/-573
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STATE OF TEXAS™- ) | T

—

COUNTY OF-TARRANT. -)oumrrmmeomem

On thisssel day of 22Zauwcatn-193, -before me...
pensenally»&ppeared~mn/é/;¢#"4/i21~;~m‘4,/~«t0.me personally

known, who being by me first duly sworn, did say that he is
Attorney in Fact for CONTINENTAL OIL COMPANY, a corroration,
and that.said.instrument.was. signed in behalf of sa

corporation by authority of its Board of Directors, and said

7@(’/4(’ﬂ4<:£nn,ru9~/ acknowledged said instrument to be

his free and voluntary act and deed and the free and voluntary
act and deed of said corporation for the uses specified therein.

IN WITNESS WHEREOF, I have hereunto set my hand and

affixed my official seal on this, the day and year first above
written.

tovadem . co o P T

%&1
- Notary Public, Tarrant County,
Texas.

My commission expires:

CCUETY OF ///LL/K—CA—#/”*/)

On this // day of /z/‘-/") 19-55 pefore

me personally wrnezred
to me personally known who velns by ne duly aworn, did eay
that ne is tue VRE “President of -

THI: SUETRIC0 L COLDAIY

anc that the seal affixed to s2id instruwent is the coroorete
"seal of said corporation, and that said instrunment was signed
and seale¢ in behalf of said corporation by authority of its
Board of Directors, and said _W. Menpden

acrnowledged sald instrusent To be the frec act and deed of
said corporation.

IN YITVESS WBEREOF, I heve .ereunto set =y hend
"and affixed my official seal on this, the day end year last

soove written.
) (/”7

Xotary Fublic

dy Cormission Expires

My Commission Fxpires June 1, 1953
ARNN ADAMS

.....
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F, I bhave hereunto set my hand and

al the day and yeaT in this certifi-

e
tay of 5;@/, gz b

! ' 4 ' 1 - .
pmareW : .

2 to me known to be the person-£, , de-

cecuted the foregoing instrument and

executed the same as -2§£%22 R

mOF I have hereunto set my hand and o . L
T &—Tn

seal the day and jear in this certifi- "/
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= 83
COUNTY OF ?:/o é‘7 C/&‘Ji : :
.On this Q‘?/LZL/ day of~ )W(M_OA 18673,
' o/

"before me personally appeared

, to me known to be the person 35 de-

scribed in and who executed the foregoing instrument, and
acknowledged that % heyy exeouted the same as ;;{; éz' Z '
free act and deed. ééﬁ' . . By

IN WITNESS WHEREOF, I have hereunto set my hand and
affixed my official,seél the day and year in this certifi-

catc above written.

- M, GRS BHR O IS ) Notary”/Publid
STATE OW_
) 8s
COUNTY O 522 aa 4 64'2

On this

f? day of 4/,2'“ £, , 1943
before me personally apncare¢1Zégi;é5;llL;£Qﬁégidu£4iﬁizﬂégaifzjt:*
c;aﬂéﬁé;ﬁ£;4g4‘4&=}¢====5 to me known to be the person , de-

scribed in and who executed the foregoing instrument, and

acknowledged that ;i§;;§ﬁ executed the same as ng%zz,

free act and deed.

IN WITNESS WHEREOF, I have hereunto set my hand and
affixed my official seal the day and year in thies certifi- -
' /

catec above written. ’ ' )

/ .
4y Commission Expires ' Notary Public ' o
(::;§;£-/1515L1/?,£7L
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o DL e
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STATY OF CALIFORNTIA )

COUNTY OF 1.05 ANGELES §}

TN RIS g T g day of ./ cesee, 1953, hefore me personally
soappeared C. Lo CAMERON and KMY 0, CABEROY, his wife, to me known to
be the pcr"on Tdescribed in ad who exccuted the foregoing instrwment,

and acknowledred that they exccutcd the same as their free act and
deed..

U S e _— -

R
s s e

S - T WITHESS WBEREOR, T bave herevnto set my hand and seal .
‘the. da.)' and “year in this ccx‘tlflcate “above written,

v —

i e e

- -My comnission expires: T j Nd@arv Publlé?’
My Commission Expires March 14, 1955

11 e e —

- STATE OF CALIFORMIA ]

. ‘/ " TooTTTT o m T -
O this 75 7 '/dnv of Z/a/ , 1953, before me perconally
—rmpenred —fr RARTON RITCHTNG and DR \TTHE . ‘“l‘l‘f‘)‘n".., his wife, to

mc knovn to be the persons described in and who executed the fore-

goins jnstrument, and acknowledred that thcy executed the same as their
frce act and deed.

COUNTY OF LOS ANCELES }}

™ 'T"‘l“..,m YIERYOF, T have hereunto sct my hand and seal
. the day and year 1n this ccrtlflcatr* alove written,

/\%4 o /{;M/

tary Publ 127 /

My commlssmn emlrcs :

My Commlsslcn Expires March 14, 1955

fes
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SUPPLEMENT TO
wmimi«iuiae .- UNIT OPERATING AGREEMENT
T T FOR THE POKER LAKE UNIT AREA
g EDDY COUNTY, NEW MEXICO

- me_s'suébtsmsmu AGREEMENT, ‘made and entered into this 2/l

day of At/ 1952, by and between RICHARDSON & BASS, ‘a Partner-

ship composed ofqg W, Richardson and Perry R, Bass, both residents of
Tarrant County, Texas,:Pg:ty Qf,the:First,Pa:t, hereinafter referred to
as "Unit Operator", and such Working Interest Owners who may subscribe

to this agreement as Parties of the Second Part hereinafter referred to

as “WOrking Interest Owners" j

N ITNESS ET His

WHEREAS, the parties hereto have concurrently herewith entered
into a Unit Agreement for the development and operation of the Poker Lake
UnitAAréa,>heiéinafter referred to as "Unit Agreement", embracing the fol-
lowiﬁgmdescfibed land situated in Eddy County, New Mexico, to-wit:

pv«~-NEW MEXICO PRINGTPAL MERIDIAN |

W 24 S R e 29 E.

Sec. 11 EMNEE, SE%

~Sec, 121¢
~ Sec. 133
Sec. 24

Iwp. 23 S., Rge. 30 E, |
Sec. 31: SEJ, Ehswi ' :
' Sec. 32; All L
Sec, 331 All

Sec. 347 wivd

T Iwp, 24 S., Rge, 30 E.
: Sec. 21 S%
Secs. 3 to 11, both inclusive; All
Secs, 14 to 36, both inclusive: All

Iwp, 25 S., Rge. 30 E.

Secs. 1 to 4, both inclusives All
Sec. 51 N§,

E$SE}
Sec. 81 E%E%. WiSE}, Ebswi
Secs. 9 to 17, both inclusive; All
Sec. 18: Ek, swi
Secs. 19 to 29, both inclusives All
 Sec. 30: NE}, Eise}
Sec. 31: EMNE}

Secs, 32 to 36, both inclusives All




T 26 S., Rq° 30 E_, A i
Secs. 1 to 3, both 1nclusive: All

,Sec. 103 l :“__ff\f'?"' ;
Sec, 1l1: N
Sec. 123
T UepLE ™ AT TURENT . maoce an Eneesr Tl oo
Twp. 24 S.L¥qu 31 E.
oz ¢ . Secs. 19 to22, hoth.inclusive: All
| ————=—=58c¢s. 27 to 33, both inclusive: All
chir nonnnrer -9€Ce 345wk .

~GrTy ATV Boeriv

terracs o IWRa 25 Sey Rge. 31 E.
Sec. 33 W

ze Uiiw . Unev: Secs,. 4 to.9; both inclusive: All .o .~
Sec. 103

te . acrier S€Ce 10 W‘%
Secs, 16 to 21, both inclusive; Al

¢ oy o o Sec, 223 N“MZNW" swisw}

Sec. 27: W
Secs. 28 to 33, both inclusive: All
Sec. 34 séuw%, NW%NV%, swi-

I_ 26 S. R e. 31 E.
: - Sec, 3¢ W§NW¥ :

Secs. 4 to 6, both inclusivex All

Containing 68 990 83 acres, more or less.

LUV OREIVII L
and,

“WhEREAS;"th; né;fiés\he;étd have also concurrently herewith entered in-
to a Unit Operating Agreement in accordance with Section 7 of said Unit Agree-
ment, providing for the manner of apportionment of the cost, expenses and
benefits on account of operations under said Unit Agreement; and,

WHEREAS, the parties hereto are desirous of supplementing said Unit
Operating Agreement in so far as the leasehold interests of the parties hereto

committed to said Unit Agreement are concerned,

NOW, THEREFORE, IT 1S MUTUALLY AGREED between the parties hereto,

as followss

1. Paragraph 3 of the Unit Operating Agreement hereinabove referred

to provides for the drilling of a test well or wells in compliance with

Section 9 of ééid'Unit Agreement, and that in the event any test well proves
to be a dry hole or non—commercial well, that the parties to said operating
agreement shall only he resbonsible for such portion of the cost of deilling féﬂ“*’"

and plugging the same as they have expressly agreed to in writwing. Tha

-2
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provisions of said paragraph 3 of the Unit Operating Agreement shall apply
to all wells»whichimayfheidrilled,hxidnit.Qperator prior to the discovery
of unitized substances in paying quantities upon the unit area, regardless
of the number diduells which may be drilled. However, in the event any such

well results in the discovery of unitized substances in paying quantities

and a participating area is established as the result thereof, there shall
be an adjustment of the cost of drilling said well between the Working
Interest Owners:having an-interest in the participating area, as provided
by paragraph 6;bf'said Operating Agreement.

2, Paragraph 5 of the Unit'Qperating Agreement hereinabove referred
to provides that operating expenses shall also include "any expenses incurred
by Unit Operator'in connection with the protection and maintenance of titles
and negotiations incident thereto and litigation involving basic titles or
growing out of operations”hereunder." Notwithstanding anything contained
in said Unit Operating Agreement to the contrary, in the event any such
litigation shall involve the title to any of the leasehold interests of the
parties hereto committed to said Unit Agreement the party or parties hereto .
whose titles are aftected.by such litigation shall have the option to defend |
or prosecute any such action at such party or parties' own expense and if
such party or parties elects to do so, the cost thereof shall not be charged
as operating expenses.

3. Section 10 of the Unit Agreement provides that upon completion
of a well capable of producing unitized substances in paying quantities,
that the Unit Operator shall submit for the approval of the Supervisor of
the;United States Geological Survey, the Commissioner of Public Lands of
the State of New Mexico and the New Mexico Oil Conservation Commission an
acceptable_plan»for the development and,operation of the unitized land nhich
shall constitute the further drilling and operating obligations of Unit Operator

for the period specified in such plan. Said Section also contemplates that

additional plans providing for the further development of the unit area shall

L
.._-.’fa'vi,_l:' B
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‘be ‘submitted for approval from time to time and that such plans may be supple-

mented or modified'when necessary to meet ‘changed conditions or to protect
the interestyg of the parties to the"agreemenia;'Notwithstanding any of the
provisiorns contained in 'said ‘Unit:Operating Agreement to the contrary, Unit
(hkratbrLﬁhall'sUBmﬁt;all“éuch plans, ‘supplemients thereto:or modifications
Yhereof to the Working Interest Owners who are ‘parties hereto who have an
{nterest in‘any such ‘plan,” suppleément ‘thereto ‘or modification thereof, for
Aheir consfderation and approval prior to ‘submitting the same for the approval
of ‘the Officials hereinabove referred to required to approve the same under
the terms of said Unit Agreement.  (All such plans for the development and
‘operation of the unitized land and all supplemerits thereto and modifications
thereof are hereinafter referred to as "Plan" or "Plans".)

ars. ' . % For the purpose of considering and approving all such Plans, each
Working Interest Owner who is a party hereto shall designate in writing a
representative to represent each such party, with full authority to act in
all matters connected with the approval of all such Plans, Such representa-
tives shall be appointed and the Unit COperator advised thereof within ten
'(10) days after the completion of a test well upon the unit area capable of
producing unitized substances in paying quantities. Unit Operator shall
submit copies of all Plans to each of the representatives of the parties
hereto having an interest in any lands affected by any proposed Plan which

is to be submitted by the Unit Operator for approval of the above mentioned
Officials. In the event any representatives of the parties hereto have any
objections to any Plan, such representatives shall notify the Unit Operator
of such objections in writing within ten (10) days from the time of receipt
of such proposed Plan; and in the event of any such objections Unit Operator
cshalllcall a meeting of the representatives of the parties hereto having
working interests affected by any such Plan for the purpose of considering. .:
'such objections, Said meeting shall be held at a time and place designated
by Unit Operator after not less than three (3) days' notice either by letter

b
,,,,,,,,

or telegram to each of such representatives. In the event the representativesi

e




of the parties hereto and Unit Operator are unable to mutually agree.upon iic-
f%hy?EUCHfPlhh‘bf“deveropment%of”operatﬂon,;the matter in dispute shall be
determined by ‘a” vote of ‘all of the interested parties. -For the purpose here-
o the *interested parties™ shall be:those who have working interests in the
‘participating area or areas whith may be“involved in-any such-Plan and those
Wwho have working interests which-will be affected if such Plan involves the
‘expansion or revision of any 'participating area and also those who have work-
4ng interests which will be-affected if :the proposed Plan provides for the:ic:
‘formation of ‘@ drilling urnit ‘or Units for ‘the purpose of drilling an explora-
‘tory Well or wells as provided by Sectidn 7 of the'Unit Operating Agreement.
s=7~i... The representatives of each interested party -and the Unit Operator
‘shall each be entitled to a vote equal to the number of acres of their
respective leasehold interests:included in or proposed to be included in
‘any such Plan, ‘and ‘a majority ‘vote on‘'an acreage basis shall determine any
‘matter in dispute; provided, however, :in the-event any ‘representative or the
‘Unit Operator has involved in any such matter more than 50¥% of the total

‘acreage ‘used as a voting basis, the matter shall be concurred in by at least

one other ‘interésted ‘party. 'In the event all representatives of the interested

"‘parties fail to object to any-plan submitted by Unit Operator, as hereinabove
‘provided, within the time required for making objections thereto, such Plan

'shall be considered as having been approved by all such representatives and

‘Unit Operafor'éhsll thereupon submit -such Plan for épproval of said Officials,

In lieu of submitting any proposed Plan for consideration and approval

‘of the representatives of the interested parties. as hereinabove provided Unit

.Operator may call a mee*ing of the representatives of all interested partias

‘for-the -purpose of considering and approving any such plan, and in such even®

&the.meeting_shall be called, held, and all matters in dispute determined, as

‘hereinabove provided. TR N

vt .o In.the event the above mentioned Officials should indicaté that they

~are unwilling to approve any Plan of development and operation submitted pur-

I 11
o

“suant to the terms of said Unit Agreement, Unit Operator shall consult with

-5




the representatives.of the partigs hereto having interests affected by such
Plan with.a view of formulating and agreeing with said Officials upon an

HESEES

3zceRtable ix):y‘arg’v:_‘.‘u‘: 0. &l! 0@ tiie wprergscen, wuit AR KR (U B LR (T2 I

of the »dnAnthe syent any capital expenditure {s contemplated by Unit

€rd T

a th
Qpsxator, gther than fox the purpose of carrying out any Plan of development

or, operation required to be approved by the above mentigned Officials as

[Wh

provided in the preceding paragraph, which involves an amount equal to or ..
n excess of $25,000.00, Ynit Qperator sholl give notice thereof to each of

g%gv;gprg§entatixgs_qf_ﬁbg_ga;tigtheretq who wgqld_belrequireqxgo'partiqipate

in,such expenditure, such notice to be given in the same manner as provided
in the preceding paragraph, In the event any of .said parties should object
and the matter determined in the same manner as provided in the preceding
paragraph for determining.questions relating to the approval of a Plan of

development and operation.

o, - om--9e .The representatives of the Working Interest Owners designated
ggjproyided_by Paragraph 3 hereof shall have the right téxdgsignate an Audit-
;ng Committee for the purpose of auditing any books and accounts with respect
to _the operations carried on by Unit Operator under the terms of the Unit
@g;egqut at:spch timg}gpdtf;gmwtime ﬁo_time as such represgntatives may
q§§1gnatef;:Thg ;qst of\all,au@its made by tHe Auditing qumiyﬁee or the
g9§1t0r~dgsignated by the Committee shall be apportioned among and borne

by the Working Interest Owners interested in any such audit or audits on

such basis as may be agreed to by ;helrepresentatives of such Working Interest
Qwners in, appointing such Auditing Committee. e
ip: . B« The provisions hereof shall be considered as supplemental to

the above mentioned Unit Operating Agreement in so far as the parties hereto
are concerned, and all of the terms and conditions of said Unit Operating
Agreement .are hereby ratified and confirmed, and said Unit Operating Agreement

and this Supplemental Agreement shall constitute the entire agreement as

between the parties hereto with respect to determining their rights and

-Bme
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dnterests in iconnection with the operation and development of said unit area.

zoceniiia T, The provisions hereof shall be b'inding' upon the parties hereto

and their respective heirs, personsl reéprésentatives, ‘successors and assigns,
and shall: berconsidexed as covenants running ‘with the ownership of ‘the Ofl

and Gas Leases’of the vespective parties hereto committed to said Unit Agreement.

R e

- IN. WITNESS WHEREOF," this agreement {s executed as of the day and

year first hereinabove written; .:swov « .. o mon

TPV ESR

Lo SUL. TTOLSREL @XDEDUIWUTw o MEELINL WL : - ,
PARTY OF THE FIRST PART :
Do Unr ITTRET GUaTnd . pr L mEeow ‘

» UNIT OPERATOR I not D

:‘-:.-.;_.C._ oL v PR -4 8 N AP [ULH RSV -
. t(&u‘\‘ ' /_]_‘
Qe Armet L Bhl e CONTINENTAL OIL COMPANY LARD It o

. 1('
& * ”‘.L.n,/.r 5_')
We ETEI L LLiver By 8 wttov [(HEAIW W

Att,orney in Fact 7

4

FREE 63 Al oS Uil YRS U RS SRS FW5 A4 SCUINCII & § =D - T I A P A R u*mm PV B

ATTEST ¢ /hsupemon OIL COMPANY ron e

By%d/ /t%/ T

Vit ¢- President

BT Cor L md O
ﬂ]/&/t /z//J-—c'-y\

mLastov , P T LR e M /4/ w

Secretary

‘‘‘‘‘ L d&:i,.g
3 SO N U o L &7}///ﬁﬁ%”ﬂ7

Mb‘w—k A . \ﬁ)v‘*l,cé
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INTeFrEr e §5 ConpronIan wWitr Uhe ODETELICH PR QLVEeL ST R gD T arer
STATE OF TEXAS ) ‘
Tho wrg%SS;;ﬁ: Py adiicl o Pl DINOLY o Dt Lo et Lemete
COUNTY OF TARRANT
ana tneir respective heirs, personc) representaiives,, ounrersore anc assigne
On this ____ day of s 1952, before me personally
and shnall b con91aere& #e covenasnts running with Lhe cenav e 5f gpe DI
appeared to me personally known to be
and Gou Teases of the reenact»wf DEFLres hereve Commitia~ (o sgid Uit hareement,
the person described in and who executed the above and foregoing instrument
IROWTTHESS FULEEGR . Lhiw BOTOUMmer  he evenud Tove R arad
on behalf of RICHARDSON & BASS, a partnership, and acknowledged that he
VeIT TI1THW DIATRINSDCTE vT o

executed the same as his free act and deed, and as the free act and deed

of said partnership.

RIUH TR

IN WITNESS WHEREOF, I have hereunto set my hand and official seal

the day and year in this certificate above written. T e e

Ty m oA e mlaras e 4 e

My Commission Expires:

7 Notary Public T

STATE OF TEXAS ) e <».;_1_~ww~m~_,.m_,;;*”f;ﬂﬁﬁg
)ss T e
CQUNTY OF TARRANT ) ‘ |
e 1& ) i 5 ‘”) C - ]-vu
On this é&ﬂl__ay of fA, ) ’ 1952, before me personally
appeareJ‘“ R >-_/3V "dv~<e¢—27”“¥6 me personally “Known tobe-

the person described in and who executed the above and foregoing instrument

as Attorney-in-Fact for the Continental 01l Company, a corporation, and =~
acknowledged that he executed the same as his free act and deed, and as the

free act and deed of the Continental 0il Company.

ek e e W 1 B et 1 e e mal e i s .

IN WITNESS WHEREOF, I have hereunto set my hand and official seal

the day and year in this certificate above written.'”"- e o T

e (}ﬂ L/‘M'"/ﬁ: _‘_’“_r,;ézaud..._
My Commission Expires: ,fJAj. (/... Notary Pulbic

-

iy




STATE OF o e )

COUNTY OF ...~ Ay £Lwo 3 ))SS

cowry -0, this __J:_ﬁay of {f'(& A*L“; y 1952, before me personally
appeared 3\ IR ¢€ C ('1’r’ to. me personally known, who

-

7 - ~
being. by me duly sworn, did say that he is the __ /.7 ... _ President of;zch_”

Superipr. 0il Company, a. corporation,”and thgt the seal. affixed to said instru-
ment 1s the corporate seal of said corporat on, and that said instrument was

Directors, and’ said s %qutpmJ,JL Xia

__acknowledged

pve ot o TOrTEs s

said’ instrﬁment to be ‘the free act and deed of said corporation. o

t'iN'WiTNESS WHEREOF, I have hereunto set myhand and official seal
the day and year in this certificate above written,.

My Commission Expire51 R T P ( (#4L,~4/( ;24(,4.4nn-r’
My (mﬂmmﬂ‘nr'quJmm] 1953 Notary Public
ANIE DA
STATE OF CALIFCRNIA ) o e
: Ss o '
COUNTY OF LOS ANGELES ;

on this,iisz day of ,(2.¢4,,¢c/// , 1952, before me personally
appeared Edwin W, Pauley and wifs, Barbara Jean Pauley, to me personally known
to be the persons described in and who executed the foregoing instrument, and
acknowledged that they executed the same as their free act and deed,

IN WITNESS WHEREOF, I have hereunto set my hand and official seal
the day and year in this certificate above wrltten.

My Commission Expires: T e o ~17<«u/§<§977 %Zrua
Publ '
My Commissien Explres March 14, 1955 Nomr? v /ic

R IS T U W S S

STATE OF NEW MEXICO . - ) . . =r.

-y

SS
COUNTY OF BERNALILLO .. ';rwhrhnu;;

On this ;%_ day of » 1952, before me personally
appeared R, L, Harri'son and wife, KatHerin@ H. Harrison, to me personally known
to be the persons described in and who effcuted the foregoing instrument, and
acknowledged that they executed the same as their free act and deed.

IN WITNESS WHEREOF, I have hereunto set my hand and official seal on
the day and. year in this certificate above written._;;wﬂ;,om“_”v S =

— ——
~

My Commission Expires; , Notary Eﬁblit ; é Etf

MY GOMMISSION EXPIRES JAN, 29, 1954

Ll




5T OTATE_OF. angw,mn,x-,-J _
. COUNTY_OF 10S ANGELZL )

Cun talp e j,‘/ dag af et 51952, Loeldiv -
me pemuxmll, apncaved C. L. AN and LW G CMICROL,
srvhila wife, to no Lmzm to he thd persons dogeribed isnnd -

who eXecuted tho Lobosoing Lnut Tument, and ~.x.)m.)wl.c-urml tlmt
perthay exacuted the mame asithelr rmo act and deed.

Suver s i JIN-WITHNESS ANIERECY, <Ivhave hereunto set my- hand ..o
mer and geal the day. and year.in: t:h.h; cexrtld 1’icate ‘above written.

A ‘.nk A oo i [ CT N SO UL
S&LT ILSLIWITTY 0w Line TTuw &y 7
Hy comalssion e:'pi-rem-' NEVr e mET i

rrEYE )

T My Commisslon Explies March 14, 1955

— 0 A & . < it AR T | i o St | g e iy T e =i o

A"‘E OI‘ CALII‘O JIII\ )

: 0o.
comm OF LOS ANGELES )

s / - |

. . On thin. tl'r*~<xl Y el ~y - 9‘ 2, hemm -

o > pornonally nppt m‘m] 'T PN »W MOITS and DELLITIN
ADTTCUI hiin wite, oo n: Jmem o be dhe persons dece u.bt:d
“in and who dxcuuted the fooe: S0Ing matrumeut;, and arknewled sed
that they exeouuted the sauwg as the,r free act and deed

IN YITHESS UHETEOR, I have herounto set my hand amnd
saal the day and year In this certifllicate above written.

L 9//

N «ﬁmry Pu

Ny commisslon explrea:

- My £omm[§ldn Evplres March 14, 1955

P

Y
~
i1

ADIEIE




et S EXHIBIT i SO
Attached to and madea part of... | _LAKE:

;f - E
ACCOUNTlNG PROCEDURE

(\UNIT AND JOINT LEASB OPERATIONS)
SO L GENERAL enovrsxons | | SN
1, Definitlons Rk b B
The term joint property" as heretn ‘used shall fbe construed to mean the subject area covered by the agreement o
. to which this “Accounting Procedure" i attached. )
" The term “Operatar” as heretn{;used shall be construed to mean the party designeted to conduct the development
" and operatlon of the leased: premtses for the joint account. N
" The term: “Non-Operator" as herein used shall' be construed to mean; any one or more of the non-operating :
.. partles.. - ( S 3

J/’

. Statements and Billlngs R ‘ S
. Operator shall bill Non-Operator on or. beiore] the last day of each month !or its proportionate share ot costs and ...
" expenditures. during the: preceding month. - Such: bills will be: accompanied by ststements, reﬂectinz the total s
.- costs and charges as set forth under Sub-Paragraph....B_._.... below:.: R
- A. Statement in detail of all chargea and credits to the joint account.. .

" B. Statement of all charges snd credits to the ioint account, summsrized by sppropriate classlticsttons tndica- =
. tive of the nature thereaf..| , R :

@, Statements, as follows: | = _
(1) Detailed statement of: materiai ordinartly considered controllable by Operators ot ofl and gas. propertiea. e

(2) Ststement of all other ‘charges and credits to the joint account sumrnarized by eppropriate classiiicatlono
“indicative ,ot the nature thereaf; and:. | T e )

'(3) Statement of any. other receipts and credits. ,

3 l’syments by Non~0perator

Each party shall pay its proportion of alt such bills withln ttfteen (15) days aiter receipt thereot It psyrnent:r

. i3 not made within. such tirne,I the unpstd balanco shsli bear interest at the rste of six per cent (8%) per snnurn
until paid, ! _ 4

i’

i
J
i
i

Audits

- Payment of any such bills shsll not prejudice the right ot Non-Operstor to protest ﬂt"tiuestion the correctne!l;
" thereof.  All statements rendered ‘to Non-Operator by Operstor during any calendar year shall be conclusively
presumed to be true and correct after elghteen months !ollowlng the close ot any such calendar year, unless.
within-sald etghteen 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-Operstor. upon- notice: in- writing to Operator: and all other None
- Operators, shall have the rlght to audit Operator’a accounts gnd records:relating to the accounting hereunder,
* within eighteen months next tollowtng the: close of any calendar year.. Non-Operator shall have six months next
following the examlnatton of the Operator’s tecords within which to take written exception to and make any
.- and all clalms on Operator. fi'he provisions of this paragraph shall not prevent.adjustments resultlng from: th
physical inventory of property as. provided. ior in Sectlon VI, Inventorles, hereof.

' : l!. : DEVELOPMENT AND OPERATING CHARGES:

: Subject to: limttstlons hereinstter prescribed, Operstor shall chsrge the Joint account wtth the iollowtng iteml
Rentals and Royaities 5‘7 :

. Delay or other rentals, when such rentals are psid by Operator tor the iotnt sccount' royalties, when notrpai
- direct to royaltyg owners by. the purchaser ot the otl. gas, caslnghesd fgas, or other products. S o

.- Labor, 'l’ransportution, and Servleel

" Labor, transportation; and other servlcea necessary for the development, rnatntenance. and operation of tho io
- property.: Laboszhail tnciude (A) Opetator's cost of vacation, sickness and disability benefits of employees, ay
. expenditures or; contributlons: imposed. or assessed by- governmental: authority applicable to such lakor, ag
. (B) Operator's: current cost of established plans for employees’: group. life insurance, hospitalizatlon, . pensic
‘retirement, stock purchase, thriit. bonus, and other benefit plans of like nature, applicable to: Operator's fie
< payrolly; provided that the charges under Part (B) ot thla parsgrsph shall not exceed ttve per cent (5%) ot
. totalof such iabor chsrged t? the jolnt sccount. B

‘3. Materlal - L | N ' '
. Msterlal, equipment, and supplies purchased or turntshedlb Y.

. , to use: ot the joint property. Bo l
it s ressonsbly practical and consistent with efficlent and economlcsl operation, only such .materjal shall
" purchased for or transferred to the joint property ss required tor immediste use, and the. accumuletion of surg f
stocks shall be avolded. ;} : o] - EE N |
,Movlng Materlal to Joint Property o A TR

- Moving materisl to the joint property iroxn Vendor s or trorn & pe or's warehouse tn the district or from
- :other propertles ot Operstorﬂ bt senio-no-cherge-chail-b




. Moving surplus material ‘\from the joint property to &ptside yendee;‘s,v.u

fﬂo“vlng"Surplus Material ‘from Joint !ﬁ;bpeiti 2

| sold !ob deéﬁnailoh. br:rhi'_'x.\o"r reﬁmis

" to Operator's warehouse or other stm:i}ge point.. No charge shall be made to the joint account for moving major

" gurplus material to Operator’s warehouse or other storage point for a distance greater than the distance'to thi

)

" nearest reliable supply store or railway receiving point, except by special agreement with Non-Operator; and no -

i charge shall be made to the joint account for moving _materi_alvto éthez‘; propgrti_es belqnglng tq Qpexfator,' 'excgpt -

. 2

" All costs and expenses of litigation; or legal services otherwise necessary or e , the = -
- joint interests, including atterney’s fees and expenses a3 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 - - -

7+ Use of and service by Operator’s exclt“'us,ively owned e;guipment and’ faf‘ci\ltieé‘:: as 'proﬁided in ’Péragraph‘ 4
" Section III, “Basis of Charges to Joint 4ccqunt.". D e PR : R

“ © by special agreement wm‘\ Non-Opera%dx;: L

. Use of Oheratbr’siEqulpMeut and Fac{ll_tlesi:: S

1

h Y

b

_ Damajeb and Losses u

Damages or losses incurred by fire, tlog‘u#,’ storm; or any other: cause not. controllable by Operator through the " .-
' exercise of reasonable diligence. Operator shall furnish Non-Operator written: notice ‘ot damage or losses:in-- - ° -
" curred by fire, storm, flodd; or other natural or accidental causes as soon as practicable after report of the same:: © .
- has been recelved by Ope“rator.’ R P VR T INVLILR SN AT ‘

, i : pedient: for the protection of.the -

" or parties hereta in securing evidence.tér}thg purpose of defending against any action or claim prosecuted or urged -
" agalnst the joint account or the subject matter of this agreement.:: S IR o ‘

o A.. It a majority of the interests hereunder shall so agree, actlons or ciaimﬁi a'tfec"ting: the joint. Interests ‘here- .

" under may be handled by the legal staif of one: or more of the parties hereto, and a charge commensurate.

i

- with the;servi‘cesrendered'may.b?ﬁ 'made. agalnst the joint account, but no such charge shall be made until -

: " approved by the legal department of or attorneys for the respective parties hereto, -~ . S :
- B.. Fees and expenses of outside attorneys shall not be charged to the joint account unless aut_hprized by the ma= -

.. Taxes: .

jority of the interests hereunder.:| '
: : i : I . P . s

‘All taxes of every kind ar‘;d nature*ass\\essed upon or- in connection with the properties which are the subject of -

this agreement, the production therefrom or the opErqtlon'»thereof, : ang, which taxes have been: paid by the:

. Operator for the benefit of the parties hereto, b
) - | i ' .

|

.. Insurance . ! | '

"A. - Premiums paid for insurance carri%di,io;'the benei@f of the,-jolnt;;accbunt,.tbgéther 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 {nsurance carrier. -

“ B. 1t no-insurance is required to be carried, all actual expenditures ﬁ;curféd and pald by.'Operator in settlea

. District and Camp Expense - W

__ment of any and all losses, claims] damages, judgments, and any other.expenses, including legal services,
shall be charged to the joint account. ! ; ST e :
" A proportionate share of the salaries and expenses of Operator’s: District Superintendent and other general: -

district or field employees serving .thé’} joint property, whosetime is not allocated direct to the joint property, . -
and a proportionate share jof maintaining and operating a district: office- and. all necessary:camps, including
housing_ facilities for employees. if .nece‘p.é:ar;’r, in mndd#ting:— the operations; on: the- joint: property and - other .

leases owned and operated by Operator in the same lacality.  The: expense of,: less any revenue from, these

facilities shall include depreclation or:a fair monthly rental in lleul of ‘depreciation on the:investment.  Such: . .

charges shall be. apportioned to all leases served on some equ;table%basls consistent with Operator's accounting
- practice. .’ - N P : Ut oo : I BN S ‘ e

3
i

1
|
|
i

.. Overhead . & S ‘: B T T ‘ -
- Overhead charges, which shall be in lieu of any charges for any part of the compensation .or salariea: paid to

" managing officers and em'ployees,of Qp‘_erator. including the division superintendent, the entire staft and ex-
. penses of the division office ewtedeat: . wheraver: located... ., and any portion of the office expense .

~ of the principal business office located at _Fort Worth, Teyas . ., but which are not in lieu of district

! |

or field office expenses incurred in opei‘a‘tlné any suf;h{_"properties, or any other expenses of Operator incurred.

.. in the development :and: operation ot said properties;. and Operator shall have the right to assess against the -

- —F—1Tf connection w

“joint property covered hereby the following overhead charges:: BEERROR R : _
A. $..._§§.Q;Q.Q...; per month for:each%@rilllng well,. beginning on. the: date the. well . is. spudded- and-

" terminating- when it is. on|production: or is’plugged, as the case may be, except that no charge shall P

during the suspension of drilling operations for: fifteen (15)-or more.consecutive days..

a0 g

. B. $.73.00-._ per well per month_for: the-first tive (3) producing wells. -

C. $.70.00. - per. well per. ‘month for the second five (5) producing wells.:
D74, 10,00~ per.well:per-month)for all producing wells over ten (10). .
ith overhead charges, the status:of wells shall be as-followss: =~ S
(1) In-put or key wells shall be included in overhead schedule the same'as producing. oil wells.: -
(2) Producing gas wells shall be included in overhead schedule the same’as producing oil  wells.. .
(3) Wells permanently shut“downizbut:;_ on which plugeing operations are ) i
" 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)- lV:llellen lhielng;; plugged  back. or ‘“drilled: deeper shall be included in overhead schedule the same as drill-
gwells.. . o L o AT T v : ’
- (6) ‘'Varlous: wells ma}%-be shut'dowv’-tgmporarllyg'and.lat_er:replacéd: 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 mohth..~ : S
© (6) Salt water disposal wells: shall‘:i not!be included in overhead schedule... -"

deferred, shall be dropped from: e



( .

“F." 'The above- overhead schedule oni producing wells shall. be applied to. individual leases; provided that,
" whenever: leases covered by this! agreement are operated as a unitized project inthe interest of economic’;
. development, the schedule shall: be applied to. the total number of wells, irrespective of individual leases, -
" 'The above:specific- overhead rates may be: amended from: time to time: by agreement. between Operator
- and- Non-Operator it,‘ {in practice,’ x,they, are tound to be insutticient or excessive.

13. Warehouse llandllng Charges -
‘ None

14 Other Expenditures : "

- Any other expenditure- incurred by Operator tor the necessary and proper development, maiﬁtéiiance, and
operation of the Joint property li ' : : ;

SER \ ) 1 &8 BASIS OF CHARGES TO JOINT ACCOUNT R
1 Purchases ' S
Material. and. equipment purchased and service procured shall be charged at price paid by Operator, atter de~ -
duction' of all discounts actually recelved !

2 Material Furnished by Operator : »15 ‘ c [ " ; o
" Material required for. operations shall ‘\be purchased for direct charge to joxnt account whenever practicable. S
: except that Operator may furnish such material from Operators stocks under the foiiowing conditions: :
" A.. New: Material (Condition HWANY - ] ! "~ at cost:to. Operator. .
- (1) New material transterred trom Operator s warehouse or other properties shail be priced

l (3) Cash: discount shall not be allowed
- B. Used: Material. s(Condition “B" and “er) : ' : .
' (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 aééuﬁdhand material
" (Condition “B") or Tl
(b) Is. serviceable for original xtunction but substantiaily not suitable for reconditioning,
" shall be classed. as Condition "C" and priced at 509 of new price..” : i
(3) Material which cannot be classitied as Condition “B" or Condition “C" shali be priced at a value comn~ E
mensurate with its use,. | '
_(4) Tanks," derricks,. buiidmgs, and other equipment involving erection costs shall be charged at applicable :
. percentage’ of knocked-down new | .price.. | _

3.. Warranty of Materlal Furnished by Oluierator

Operator: does not warrant the material turnished beyond or back of the dealer 8 or manufacturer’s guaranty, :
and, in case of defective rnaterial credit‘shall not be passed until’ adjustment has been received by Operator

- from the manufacturers or their agents

4, Operator s Excluslvely Owned Faciiities

The following: rates shall apply to service rendered to the joint account by iacilities ovmed exclusiveiy by
Operator: '

A Water service, fuel gas, power;’ andcompressor service At rates cornmensurate with cost of providing and

*. furnishing such service to the joint! account but not‘ exceedmg rates: currently prevailing in-the field- where
the joint property is located. - i

.Automotive Equipment Rates commensurate with cost of ownership and operation. Saeh—retes-ehou-ld ,-F:-‘ :

B,

' i»mm—t-me—to—tme, Automotive rates shail include cost ot 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 puiiing unit rates shall include wages and expenses of: driver
.- C.7: A fair.rate shall be- charged for the use of drilling and cleaning-out tools and any other items of Operator's
© 0 fully owned. machinery or equipment which shall be ample: to: coversmaintenance, repairs,: depreciation,

and the-service furnished the. joint property, provrded 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 ot the rates it proposes to charge
= E Rates shall be revised and adjusted‘i from time to- time when- found to: be elther. excessive or insufticient

IV, DISPOSAL OI‘ LEASE EQUIPMENT AND MATER!AL

The. Operator shall be under no obligation to purchase interest of Non-Operator in surplus new or secondhand e |
material."- Derricks, tanks, huxidings, and other major items shall not be removed: by Operator:from the joxnt e
property without the approval of Non—Operator. Operator shall notisell -major:items of material to an outside

" party without giving: Non-Operz\tor an opportunity either to purchase sarne at the price offered or to take Non-":.
Operators share in kind.. - )




R ‘immediately following

3. Divislon In Kind

Mat'eﬁal'l’ur'chased'byjOperator' b : S T T ',
-~ 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 jolnt property.. = Tl

. MaterlaI-Purchasedby‘i Non-Operator T o P el SR

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

'recelpt of invoice. The: Operator shall pass credit. to the jbint“accountiand'lnclude;the;
.- same in the monthly statement o oxl:efrat_‘icns.',.f IR R R

E
Lo

- Division of materlal ini kind. it made betwéenv-obéfator and Non-Operator, shall he in proportion to thelr e

" spective interests in such material.| Each party will thereupon be charged . individually: with the value ot the =

- materlal recelved or receivable by"each'éparty.»arid'corresponding,credlts will be made by the Qperator. t,‘ov'f.the? -

Joint account, and. Bucl\f credits shal;lfappear,,in.thelfmonthly-statément of operations.. =
Sales to Qutsiders - - R S : R

- Sales to outsiders of material from’ the ‘joint pr&perty shall be credited by Operator to:the,jqigt‘account ‘at the

" shall be charged back to-the joint account, it and when paid by Operator.

net hmount collected by Operator: from Vendee,. Any' claims by Vendee for defective"~_mate al or o_t_herwise RO

V. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT =~ +-.

o : ‘Material purchased by either Operator or Non-Operator or divi_‘d:‘ed in 'kjnd. 'unles_s ‘otherwise: agreed,'i.iihau h_e' :

Col *.valued on the following basis; i R

..Newil’rlco Defined |

.':'Notlc'e". B :

- New price as used in the followirixg Péragtaph!;‘: shall have the-Béyhe'-meénlng"andappllcation'as ‘that used -
o _abnvg In Section ur, f,'Ex‘asls of Charges to Joint ‘Account.” - ST AnTe Bhe appt 1 .
.- New-Materlal i P Lo

~ - New material (ConditIOin HAMY), bein{g,he'ﬁfv-?rhaterlh'l prcéured': for::the;;i:loln't"bééboix'ht\ but iiever. used tiiér:éon; at-
'.lt_m%‘,ot‘_currvent new price. - bt . ; L e S e :

. Good Used Materfal. | SEREEES . L T R a_
Good:used material (Condition. “B"), being used material in sound and serviceable condition, sultable for reuse -

~ without reconditioning, ' Lo o . S SRR e

C AL ALT5% 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--

. e‘rty.-it material ».wats originally ;charged to t}fxe Joint property as secondhand at 75% of new price.

Other Used Material i : R A e o o I

Used Material. (Condition “C"), belng used material which: SRR ‘ i

A. . After reconditioning will be- fu;rthert serviceable for original function ag goad secondhand material (Con-
dition *B"), or = [ i ' T I

" B. I3 serviceable for original function'But'substpntially-.not‘sultable for fecondit!bn!ng,

8t 60% of current new price. . :

ol Vo v
.. Bad-Order Materlal - | R e S . S
. Used ‘material. (Condltior‘xf “D"),. being material. which cannot be classified as Condition “B" or Condition i
- shall be priced at a value commensurate with its use, , R : ' .
# Junk (Condition “E"), b‘eing obsolet$ and scrap: material, at prevailing prices.: .
~ Temporarily Used Materlal b B ConE T .
- 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 Paragraphi3B, above, such material shall be priced on a basis that will leave a
et charge to the joint account consistent. with the value of the service rendered.
T LR AT | VI INVENTORIES . S
- . : . . o ! : : : .
. Periodlc Inventories . = | S T ‘ o :
. Perladie lnventox'lesz't;hallfi be taken by Operator of ‘the: joint account material, which shall include .all’ such .
- material. as {s ordinarily. considered co"ntrollable by! operators.of oil'and ‘gas properties. . :

" Natice of intention to také lnventory’sixén’be‘given-%by Operator at least (en daysfbe'for'e any !nventory."ls to .

- begin, so:that Non-Operagor: may be r;epre'sent_ed:,v»{hen any inventory is taken,. - -

V .. Fallure:to be Reptesented%‘ : : ; L G e Sl 3 = A : ; v
- Fallure of Non-Operator to be represented.at the physical inventory shall: bind -Non-Operator to -accept ‘the- -

. lnventpry:takgn: by ‘Opera[tor,vwho'shap}.ln§that event furnish Non-Operator with & copy thereof, .

.- Reconcillation of Inventory S

- Reconcillation of inventory with’charg}e;*td the-joipt.;acccunt shall be:made by 'eaéh’.party _at‘.intérést, énd. a
~Yst of overagesr_and_, shortages shall be jointly determined by Operator and Nonfoperator.:,-: :
. Adjustment of Inventory | = » s S LT e e S
.. Inventory adjustments shall be made- by, Operator with the joint account for overages and shortages, but Oper- -
. ator shall-only be held accountable toi : Non-Opergtqr for shortages due to lack of reasonable diligence.
. Speclal Inventorles- ' ‘, o S LR e .
-~ Special inventories may be|taken, at the expense of the purchaser,” whenever there {s any sale or: change of

i

interest in the joint Pproperty, and it shall be the duty of.the party: selling to notity all other parties hereto ag -
.Y quickly:as possible:after‘tt}e transfer: of ‘interest takes place.. In such cases. both the seller and the purchaser
D shau‘b_e'tepre_sented and ahgll be governed by:th_e:mgentory-ao taken; - T . A

8
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EXHIBIT ‘A’

OWNERSHIP OF OIL AND GAS PRODUCTION FROM PARTICIPATING AREA CONSISTING OF
E%SE% SECTION 28, NE%NE% SECTION 33, TOWNSHIP 24 SOUTH, RANGE 31 EAST, N.M.P.M.

United States of America

James L. Davis and wife,
Linda Mitchell Davis

Ballard E. Spencer Trust, Inc.
First City, Texas - Midland,
N.A., Trustee under the Will
of R. E. Boyle, Deceased

First City, Texas - Midland,
N.A., Trustee under Conveyance
from Sweetie Boyle

Jack Fauntleroy, whose marital
status is unknown

Charlene M. Ward, a widow

Sara Ward Sims, Trustee under
the Will of E. H. Ward, Deceased

George R. Gibson, whose marital
status is unknown

Patsy Ann English, presumptively
as her separate property

Jack W. McWhirter, whose marital
status is unknown

WBB\B:5.56

.12500000
.02 X 80/120 .01333333
(.01 x 80/120) + (1/2 x .01 x 40/120) .00833333
3/32 x 1% x 80/120 .00062500
3.32 x 1% x 80/120 .00062500
1/16 x 1% x 80/120 -00041667
51/320 %X 1% x 80/120 .00106250
9/320 x 1% x 80/120 .00018750
1/4 x 1% x 80/320 .00166667
1/32 x 1% x 80/320 .00020833
5/32 x 1% x 80/120 .00104167

RI

ORI

ORI

ORI

ORI

ORI

ORI

ORI

ORI

ORI

ORI



Hondo Oil & Gas Company [(20.8333% x 25%) - (20.8333% x 12.5%) x 80/120]
+ [(6.324100% x 25%) - (6.324100% x 12.5%) x 40/120)]

- (4% x 80/120) No Interest
Bass Enterprises Production Co. (4.189500% x 12.5% x 40/120) - (1.3965/74.3536 x 0.6670542%) .00162034 ORI**
San Jose Exploration, Inc. (2.8125% x 12.5% x 80/120) - (1.875/74.3536 x 0.6670542%) .00217554 ORI**
Perry R. Bass, Trustee (0.625% x 12.5% x 80/120) - (0.4167/74.3536 x 0.6670542%) .00048345 ORI**
Perry R. Bass, Inc. (18.125% x 12.5% x 80/120) + (17.2178% x 12.5% x 40/120)

- (3/16 x 2% x 40/120) - (17.8226/74.3536 x 0.6670542%) .01901266 ORI**
Sid R. Bass, Inc. (13.359375% x 12.5% x 80/120) + (12.913375% x 12.5% x 40/120)

- (3/16 x 2% x 40/120) - (13.2107/74.3536 x 0.6670542%) .01407820 ORI**
Thru Line Inc. (13.359375% x 12.5% x 80/120) + (12.913375% x 12.5% x 40/120)

- (3/16 x 2% x 40/120) - (13.2107/74.3536 x 0.6670542%) .01407820 ORI**
Robert M. Bass Group, Inc. (13.359375% x 12.5% x 80/120) + (12.913375% X 12.5% x 40/120)

- (3/16 x 2% x 40/120) - (13.2107/74.3536 x 0.6670542%) .01407820 ORI**
Lee M. Bass, Inc. (13.359375% x 12.5% x 80/120) + (12.913375% x 12.5% x 40/120)

- (3/16 x 2% x 40/120) - (13.2107/74.3536 x 0.6670542%) .01407820 ORI**
Charles B. Gillespie, Jr. (95.8333% x 75% X 80/120) + (79.3849% x 75% X 40/120) 67762875 WIk+

TOTAL 1.00000000

* The proceeds attributable to these interests are instead owned by Charles B. Gillespie, Jr. until the non-consent
penalties under the respective Operating Agreements have been recouped.

** It is possible that the Farmout Agreement and Assignments from the Bass group and Pauley Petroleum Inc. (now Hondo
0il & Gas Company) should be construed so that the Bass group has reserved a proportionate part of the full 1/8
overriding royalty interest in E%4SE% Section 28 in addition to existing overriding royalty burdens. See our discussion

WBB\B:5.56 3
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Esther Abell Denton, a widow

Jo Denton Murchison, as her
separate property

Douglas A. Denton, as his
separate property

The Heirs or Devisees of
Ralph A. Shugart and wife,
Rena Shugart, both deceased,
or their assigns

Marshall Rowley, whose marital

status is unknown

Nancy J. Allen, whose marital
status is unknown

Jamie E. Jennings, whose
marital status is unknown

Susan J. Croft, whose
marital status is unknown

Peggy P. Jennings, whose
marital status is unknown

H. E. Ware, Trustee of the
Peggy P. Jennings Trust

Amoco Production Company

Fina 0Oil and Chemical Company

WBB\B:5.56

1/16 x 1% x 80/120 .00041667 ORI

1/32 x 1% x 80/120 .00020833 ORI
1/32 x 1% x 80/120 .00020833 ORI
1/2 x 1% x 40/120 .00166666 ORI
1/2 x 1% x 40/120 .00166666 ORI
12.5% x 1% x 40/120 .00041667 ORI
12.5% x 1% x 40/120 .00041667 ORI
12.5% x 1% x 40/120 .00041667 ORI
9.5% x 1% X 40/120 .00031667 ORI
3.0% x 1% X 40/120 .00010000 ORI
(4.1667% x 7/8 x 80/120) + (1.642600% x 7/8 x 40/120) .02909667 WI*
18.972500% x 7/8 x 40/120 .05533646 WI*"
2



