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UNIT AGREEMENT 
JAIMAT FIELD YATES SAND UNIT 

LEA COUNTY, NEW MEXICO 

THIS AGREEMENT, entered into as of the f i r s t day of April,: 1962, by the 

parties who have signed the original of this instrument, a counterpart thereof, 

or other instrument agreeing to be bound by the provisions hereof; 

WITNESSETH: 

WHEREAS, In the interest of the public welfare and to promote conservation 

and increase the ultimate recovery of o i l , gas, and associated minerals from the 

Jalmat Field, in Lea County, State of New Mexico, and to protect the rights of 

the owners of interests therein, i t is deemed necessary and desirable to enter 

into this agreement to unitize the Oil and Gas Rights in and to the Unitized 

Formation i n order to conduct a secondary recovery, pressure maintenance, or 

other recovery program as herein provided; and 

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

authorized by an Act of the Legislature (Chap. 88, Laws 19^3* as amended, Laws 

1961 ch 176 #l) to consent to or approve this agreement on behalf of the State 

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

the State of New Mexico; and 

WHEREAS, the Oil Conservation Commission of the State of New Mexico is 

authorized by law (Chap. 72, Laws of 1935, as amended by Chap. 193, Laws of 1937> 

Chap. 166, Laws of I9U1, and Chap. 168, Laws of 19^9) to approve this agreement 

and the conservation provisions hereof; 

NOW, THEREFORE, In consideration of the premises and of the mutual agreements 

herein contained, i t is agreed as follows: 

ARTICLE 1 

DEFINITIONS 

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

meaning: 

1.1 Unit Area means the lands described by Tracts i n Exhibit A and shown on 

Exhibit B as to which this agreement becomes effective or to which i t may be ex

tended as herein provided. 

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

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



the d r i l l i n g of the British-American l a l l :'' "D" No. 1 Well between the depths 

of Three Thousand Eight Hundred Twelve (3,8l2) feet KB and Four Thousand and 

Eighteen (4,018) feet KB as shown by the Radiation Log of said w e l l , which well 

is located Six Hundred Sixty (660) feet from the north l i n e and Six Hundred Sixty 

(660) feet from the east l i n e of Section 23, Township 22 South, Range 35 East, Lea 

County, New Mexico. 

1.3 Unitized Substances means a l l o i l , gas, gaseous substances, sulphur con

tained i n gas, condensate, d i s t i l l a t e , and a l l associated and constituent l i q u i d or 

li q u e f i a b l e hydrocarbons w i t h i n or produced from the Unitized Formation. 

1.4 Working Interest means an interest i n Unitized Substances by vi r t u e of 

a lease, operating agreement, fee t i t l e , or otherwise, including a carried i n t e r e s t , 

which interest i s chargeable with and obligated t o pay or bear, either i n cash or 

out of production or otherwise, a l l or a portion of the cost of d r i l l i n g , develop

ing, producing, and operating the Unitized Formation. Any interest i n Unitized Sub

stances which i s a Working Interest as of the date the owner thereof executes or 

r a t i f i e s t h i s Agreement s h a l l thereafter be treated as a Working Interest f o r a l l 

purposes of t h i s Agreement. 

1.5 Royalty Interest means a r i g h t t o or interest i n any portion of the 

Unitized Substances or proceeds thereof other than a Working Interest. 

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

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

The owner of o i l and gas rig h t s that are free of lease or other instrument convey

ing the Working Interest to another s h a l l be regarded as a Working Interest Owner 

to the extent of seven-eights (7/8) of his interest i n Unitized Substances, and 

as a Royalty Owner with respect to his remaining one-eighth ( l / 8 ) i nterest therein. 

1.8 Tract means each parcel of land described as such and given a Tract number 

i n Exhibit A. 

1.9 Unit Operating Agreement means the agreement e n t i t l e d "Unit Operating 

Agreement, Jalmat F i e l d Yates Sand Unit, Lea County, New Mexico," of the same 

ef f e c t i v e date as the e f f e c t i v e date of t h i s agreement, and which i s entered in t o 

by Working Interest Owners. 

1.10 Unit Operator means the Working Interest Owner designated by Working 

Interest Owners under the Unit Operating Agreement to develop and operate the 

Unitized Formation, acting as operator and not as a Working Interest Owner. 

1.11 Tract P a r t i c i p a t i o n means the percentage shown on Exhibit A f o r a l l o c a t -

iner Unitized Substances to a Tract under t h i s acreement. 



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

percentages obtained by multiplying the Working Interest of such Working Interest 

Owner i n each Tract by the Tract Participation of such Tract. 

1.13 'Putside Substances means a l l substances obtained from any source other 

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

l . l k Total Tract Remaining Primary Reserves Subsequent to May 31, 1961 means 

the estimated volume of o i l that would be produced a f t e r May 31, 1961 from the 

Unitized Formation under each Unit Tract i f the current method of o i l producing 

operations were continued u n t i l o i l production from each Tract declined to a rate 

which would not compensate f o r continued operation of the wells on each Tract. 

1.15 Total Unit Area Remaining Primary Reserves Subsequent to May 31j I 9 6 I 

means the summation of reserves defined i n Paragraph l . l U of a l l Tracts i n the 

Unit Area. 

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

means the t o t a l o i l production from the Unitized Formation under each Unit Tract 

from December 1, i960 t o May 31; 19^1, inclusive, as reported t o the O i l Conserva

t i o n Commission of the State of New Mexico by Operators of the individual Tracts. 

1.17 Total Unit Area Producing Rate f o r the Six (6) Months Prior to June, I 9 6 I 

means the summation of the o i l production defined i n Paragraph 1.16 of a l l Tracts i n 

the Unit Area. 

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

Tract i n the Unit Area which i s located with i n the estimated producing l i m i t s of 

the Unitized Formation. 

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

ductive acreage of a l l t r acts i n the Unit Area as defined i n Paragraph 1.18. 

1.20 Total Tract Ultimate Primary Reserves means the summation of the o i l pro

duction from the Unitized Formation from the date Of f i r s t production through May 

31, 1961 as reported to the O i l Conservation Commission of the State of New Mexico 

by Operators of the indi v i d u a l Tracts and the reserves defined i n Paragraph l . l k , f o r 

each Tract i n the Unit Area. 

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

reserves defined i n Paragraph 1.20 of a l l Tracts i n the Unit Area. 

1.22 O i l and Gas Rights meanB the r i g h t t o explore, develop, and operate lands 

w i t h i n the Unit Area f o r the production of Unitized Substances, or to share i n the 

production so obtained or the proceeds thereof. 



1.23 Unit Operations means a l l operations conducted by Working Interest 

OwnerB or Unit Operator pursuant to t h i s agreement and the Unit Operating Agree

ment f o r or on account of the development and operation of the Unitized Formation 

f o r the production of Unitized Substances. 

1.24 Unit Equipment means a l l personal property, lease and w e l l equipment, 

plants, and other f a c i l i t i e s and equipment taken over or otherwise acquired f o r 

the Joint account f o r use i n Unit Operations. 

1.25 Unit Expense means a l l cost, expense, or indebtedness incurred by Work

ing Interest Owners or Unit Operator pursuant to t h i s agreement and the Unit 

Operating Agreement f o r or on account of Unit Operations. 

1.26 Unless the context otherwise c l e a r l y indicates, words used i n the 

Bingular include the p l u r a l , the p l u r a l include the singular, and the neuter 

gender include the masculine and the feminine. 

ARTICLE 2 

EXHIBITS 

2.1 Exhibits. Attached hereto are the following exhibits which are incor

porated herein by reference: 

2.1.1 Exhibit A, which i s a schedule that describes each Tract I n the 

Unit Area and shows i t s Tract P a r t i c i p a t i o n . 

2.1.2 Exhibit B, which i s a map that shows the boundary li n e s of the 

Unit Area and the Tracts therein. 

2.2 Reference to Exhibits. When reference herein 1B made to an e x h i b i t , the 

reference i s to the Exhibit as o r i g i n a l l y attached or, i f revised, to the l a t e s t 

revision. 

2.3 Exhibits Considered Correct. An e x h i b i t s h a l l be considered t b be correct 

u n t i l revised as herein provided. 

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

have been established by using the best information available. I f I t subsequently 

appears that any Tract, because of diverse royalty or working interest ownership 

on the e f f e c t i v e date hereof, should be divided i n t o more than one Tract, or that 

any mechanical miscalculation has been made, Unit Operator, with the approval of 

Working Interest Owners, may correct the mistake by revising the exhibits to con

form to the f a c t s . The revision s h a l l not include any re-evaluation of engineering 



or geological interpretations used in determining Tract Participation. Each such 

revision of an exhibit shall be effective at 7:00 a.m. on the f i r s t day of the 

calendar month next following the f i l i n g for record of the revised exhibit or on 

such other date as may be determined by Working Interest Owners and Bet forth in 

the revised exhibit. 

2 , 5 Filing Revised Exhibits. I f an exhibit is revised pursuant to this agree

ment, Unit Operator shall c e r t i f y and f i l e the revised exhibit with the Commissioner 

of Public Lands of the State of New Mexico and for record i n the County or Counties 

in which this agreement is f i l e d . 

ARTICLE 3 

CREATION AND EFFECT OF UNIT 

3.1 Oil and Gas Rights Unitized. Subject to the provisions of this agreement, 

a l l O i l and Gas Rights of Royalty Owners in and to the lands described i n Exhibit 

A, and a l l Oil and Gas Rights of Working Interest Owners in and to said lands, are 

hereby unitized insofar as the respective Oil and Gas Rights pertain to the Unitized 

Formation, so that operations may be conducted as i f the Unitized Formation had 

been Included i n a single lease executed by a l l Royalty Owners, as lessorB, i n 

favor of a l l Working Interest Owners, as lessees, and as i f the lease had been 

subject to a l l of the provisions of thiB agreement. 

3.2 Personal Property Excepted. A l l lease and well equipment, materials, 

and other f a c i l i t i e s heretofore or hereafter placed by any of the Working I n 

terest Owners on the lands covered hereby shall be deemed to be and shall remain 

personal property belonging to and may be removed by the Working Interest Owners. 

The rights and interests therein as among Working Interest Owners are covered by 

the Unit Operating Agreement. 

3.3 Amendment of Leases and Other Agreements. The provisions Of the various 

leases, agreements, division and transfer orders, or other instruments covering 

the respective Tracts or the production therefrom are amended to the extent neces

sary to make them conform to the provisions of thiB agreement, but otherwise shall 

remain i n effect. 

3.k Continuation of Leases and Term Royalties. Unit Operations conducted 

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

royalties as follows: 
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3.4.1 Operations, including d r i l l i n g operations, conducted with respect 

to the Unitized Formation on any part of the Unit Area, or production from 

any part of the Unitized Formation, except for the purpose of determining 

payments to Royalty Owners, shall be considered as operations upon or pro

duction from each Tract, and such operations or production shall continue 

in effect each lease or term royalty interest as to a l l lands covered 

thereby just as i f such operations had been conducted and a well had been 

d r i l l e d on and was producing from each Tract. 

3.4.2 Any lease embracing lands of the State of New Mexico which is 

made subject to this Agreement shall continue i n force beyond the term 

provided therein as to the lands committed hereto u n t i l the termination 

hereof. 

3.4.3 Any lease embracing lands of the State of New Mexico having only 

a portion of i t s land committed hereto, shall be segregated as to the por

tion committed and that portion not committed, and the terms of Buch lease 

shall apply separately as to such segregated portions commencing as of the 

effective date hereof. Notwithstanding any of the provisions of this agree

ment to the contrary, any lease embracing lands of the State of New Mexico 

having only a portion of I t s land committed hereto shall continue in f u l l 

force and effect beyond the term provided therein aB to a l l lands embraced 

in such lease (whether within or without the Unit Area), ( i ) i f , and for 

so long as Unitized Substances are capable of being produced in paying 

quantities from some part of the lands embraced in such lease committed 

to this agreement, or ( i i ) i f , and for so long aB some part of the lands 

embraced in such State lease are allocated Unitized Substances; or ( i i i ) 

i f , at the expiration of the secondary term, the lessee or the Unit Operator 

is then engaged In bona fide d r i l l i n g or reworking operations on some part 

of the lands embraced therein and for BO long as such operations are being 

diligently prosecuted, and i f they result i n the production of Unitized 

Substances, said lease shall continue i n f u l l force and effect aB to a l l 

of the lands embraced therein, as provided in ( i ) or ( i i ) above. 

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

result in the transfer of t i t l e to the Oil and Gas Rights by any party hereto to 

any other party or to Unit Operator. The intention is to provide for the cooperative 



development and operation of the Tracts and for the sharing of Unitized Substances 

as herein provided. 

3.6 I n j e c t i o n Rights. Royalty Owners hereby grant unto Working Interest 

Owners the r i g h t t o i n j e c t i n t o the Unitized Formation any substances i n whatever 

amounts Working Interest Owners deem expedient f o r Unit Operations, including the 

r i g h t to d r i l l and maintain i n j e c t i o n wells on the Unit Area and to use producing 

or abandoned o i l or gas wells f o r Buch purposes. 

3<T Development Obligation. Nothing herein s h a l l relieve Working Interest 

Owners from the obligation t o develop reasonably as a whole the lands and leases 

committed hereto. 

ARTICLE k 

PLAN OF OPERATIONS 

k . l Unit Operator. Working Interest Owners are, aB of the effective date of 

this agreement, entering into the Unit Operating Agreement, designating The British-

American Oil Producing Company as Unit Operator. Unit Operator shall have the ex

clusive right to conduct Unit Operations. The operations shall conform to the 

provisions of this agreement and the Unit Operating Agreement. I f there i s any 

conflict between such agreements, this agreement shall govern. 

k.2 Operating Methods. To the end that the quantity of Unitized Substances 

ult i m a t e l y recoverable may be increased and waste prevented, Working Interest 

Owners s h a l l , with diligence and i n accordance with good engineering and produc

t i o n practices, engage i n methods of operation of the Unit Area which from time 

to time w i l l i n t h e i r judgment be conducive t o that end w i t h i n practicable 

economic l i m i t s , including water flooding operations and such other pressure 

maintenance., repressuring and secondary recovery operations as may be deemed 

by them to be necessary or proper t o achieve that end. 

4.3 Change of Operating Methods. Nothing herein s h a l l prevent Working I n 

terest Owners from discontinuing or changing i n whole or i n part any method of 

operation which, i n t h e i r opinion, i s no longer i n accord with good engineering 

or production practices. Other methods of operation may be conducted or changes 

may be made by Working Interest Owners from time to time i f determined by them to 

be feasible, necessary, or desirable to increase the ultimate recovery of Unitized 

Rubstance8. 



ARTICLE 5 

TRACT PARTICIPATION 

5.1 Tract P a r t i c i p a t i o n . The Tract P a r t i c i p a t i o n of each Tract i s Bhown i n 

Exhibit A. Upon the ef f e c t i v e date hereof, the Tract P a r t i c i p a t i o n of each Tract 

s h a l l be the Primary Percentage P a r t i c i p a t i o n shown i n Exhibit "A" f o r each Tract, 

which s h a l l continue to be the Tract P a r t i c i p a t i o n f o r each Tract u n t i l there has 

been produced subsequent to May 31, 1961, from the formation herein referred t o as 

the Unitized Formation underlying the Unit Area as I n i t i a l l y described i n Exhibit A 

a t o t a l volume of o i l of f i v e hundred thousand three hundred t h i r t y nine (500,339) 

barrels and u n t i l 7:00 A.M. on the f i r s t day of the calendar month next following 

the month i n which such t o t a l o i l production i s reached. Thereafter the Tract 

P a r t i c i p a t i o n of each Tract s h a l l be the Secondary Percentage P a r t i c i p a t i o n f o r 

such Tract shown i n Exhibit "A". The volume of o i l t o be produced from the 

Unitized Formation referred t o i n t h i s Paragraph 5.1 s h a l l be determined from New 

Mexico O i l Conservation Commission Form C-115 as required by and submitted t o said 

Commission . 

5.1.1 The Primary and Secondary Participation Percentages shown in Exhibit 

A were determined i n accordance with the following formulas: 

(a) Primary P a r t i c i p a t i o n formula: 

Total Tract Remaining Primary Reserves 
Subsequent to May 31, 19^1 ^ go 
Total Unit Area Remaining Primary Reserves 
Subsequent to May 31, 196l 

Plus 

Total Tract Producing Rate for the six (6) 
Months p r i o r t o June, I 9 6 I ^ 30 
Total Unit Area Producing Rate for the six 
(6) months prior to June, 1961 

Plus 

Total Tract Productive Acreage ^ 
Total Unit Area Productive Acreage 

= Tract Primary Percentage P a r t i c i p a t i o n . 

(b) Secondary P a r t i c i p a t i o n formula: 

Total Tract Ultimate Primary Reserves x ^ 
Total Unit Area Ultimate Primary Reserves 

Plus 
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Total Tract Producing Rate f o r the Six (6) 
Months p r i o r to June. I 9 6 I 
Total Unit Area Producing Rate f o r the Six X 1 0 

(6) Months p r i o r to June, 1961 

Plus 

Total Tract Productive Acreage x ^5 
Total Unit Area Productive Acreage 

= Tract Secondary Percentage P a r t i c i p a t i o n 

5-2 Relative Tract Participations. I f the Unit Area i s enlarged or reduced, 

the revised Tract Participations of the Tracts remaining i n the Unit Area and which 

were w i t h i n the Unit Area p r i o r t o the enlargement or reduction s h a l l remain in 

the same r a t i o one to another. 

ARTICLE 6 

ALLOCATION OF UNITIZED SUBSTANCES 

6.1 Allocation to Tracts. A l l Unitized Substances produced and saved s h a l l 

be allocated to the several Tracts i n accordance with the respective Tract P a r t i 

cipations e f f e c t i v e during the period that the Unitized Substances were produced. 

The amount of Unitized Substances allocated t o each Tract, regardless of whether 

i t i s more or less than the actual production of Unitized Substances from the well 

or wells, i f any, on such Tract, s h a l l be deemed f o r a l l purposes to have been pro

duced from such Tract. 

6.2 D i s t r i b u t i o n Within Tracts. The Unitized Substances allocated to each 

Tract s h a l l be d i s t r i b u t e d among, or accounted f o r t o , the parties e n t i t l e d t o 

share i n the production from such Tract i n the same manner, i n the same propor

t i o n s , and upon the same conditions as they would have pa r t i c i p a t e d and shared i n 

the production from such Tract, or i n the proceeds thereof, had t h i s agreement not 

been entered i n t o , and with the same l e g a l e f f e c t . I f any O i l and Gas Rights i n 

a Tract hereafter become divided and owned i n severalty as to d i f f e r e n t parts of 

the Tract, the owners of the divided i n t e r e s t s , i n the absence of an agreement pro

viding f o r a d i f f e r e n t d i v i s i o n , s h a l l share i n the Unitized Substances allocated 

t o the Tract, or i n the proceeds thereof, i n proportion to the surface acreage of 

t h e i r respective parts of the Tract. 

6.3 Taking Unitized Substances i n Kind. The Unitized Substances allocated t o 

each Tract s h a l l be delivered i n kind to the respective parties e n t i t l e d thereto by 

v i r t u e of the ownership of O i l and Gas Rights therein or by purchase from such 

owners. Such parties s h a l l have the r i g h t t o construct, maintain, and operate 



w i t h i n the Unit Area a l l necessary f a c i l i t i e s f o r that purpose, provided that they 

are so constructed, maintained, and operated as not to i n t e r f e r e with Unit Opera

tions. Any extra expenditures incurred by Unit Operator by reason of the delivery 

i n kind of any portion of the Unitized Substances Bhall be borne by the receiving 

party. I f a Royalty Owner has the r i g h t to take i n kind a share of Unitized Sub

stances and f a i l s to do so, the Working Interest Owner whose Working Interest i s 

subject to such Royalty Interest s h a l l be e n t i t l e d to take i n kind such share of 

the Unitized Substances. 

6.k Failure to Take i n Kind. I f any party f a i l s to take i n kind or separately 

dispose of i t s share of Unitized Substances, Unit Operator s h a l l have the r i g h t , 

f o r the time being and subject to revocation at w i l l by the party owning the share, 

but not the obligation, to purchase for i t s own account or s e l l to otherB such share 

at not less than the average market price f o r a l l such sales from the Unitized 

Formation; provided th a t , a l l contracts of sale by Unit Operator of any other 

party's share of Unitized Substances s h a l l be only f o r such reasonable periods 

of time as are consistent with the minimum needs of the industry under the c i r 

cumstances, but i n no event s h a l l any such contract be f o r a period i n excess of 

one year. The proceeds of the Unitized Substances so disposed of by Unit Operator 

s h a l l be paid to the party e n t i t l e d thereto. I f , under the provisions of t h i s para

graph, Unit Operator contracts to s e l l i n i n t e r s t a t e commerce any gas not taken i n 

kind or separately disposed of by the owning party, Unit Operator s h a l l give such 

owning party ninety (90) days notice of such sale. 

6.5 Responsibility f o r Royalty Settlements. Any party receiving i n kind or 

separately disposing of a l l or part of the Unitized Substances allocated t o airy 

Tract or receiving the proceeds therefrom s h a l l be responsible f o r the payment 

thereof to the persons e n t i t l e d thereto, and s h a l l indemnify a l l parties hereto, 

including Unit Operator, against any l i a b i l i t y f o r a l l r o y a l t i e s , overriding 

r o y a l t i e s , production payments, and a l l other payments chargeable against or pay

able out of such Unitized Substances or the proceeds therefrom. 

6.6 Royalty On 0ut3ide Substances. I f any Outside Substances, consisting of 

natural gases, are Injected i n t o the Unitized Formation, f i f t y percent (50$) of 

any l i k e substances contained i n Unitized Substances subsequently produced and 

sold, or used f o r other than operations hereunder, s h a l l be deemed to be Outside 

Substances u n t i l the aggregate of said f i f t y percent (50l/i) equals the accumulated 
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volume of such natural gases injected into the Unitized Formation. I f the OutBide 

Substances injected be l i q u e f i e d petroleum gases, or other l i q u i d hydrocarbons, aB 

distinguished from natural gases then, beginning one ( l ) year a f t e r i n j e c t i o n of 

such l i q u e f i e d petroleum gases or other l i q u i d hydrocarbons i s commenced, ten per

cent (10$) of a l l Unitized Substances produced and sold from the Unitized Formation 

s h a l l be deemed to be Outside Substances u n t i l the aggregate value of said ten per

cent (10$) equals the entire accumulated cost to the Working Interest Owners of 

such l i q u e f i e d petroleum gases or other l i q u i d hydrocarbons injected. No payments 

sha l l be due or payable to Royalty Owners on any substance which i s c l a s s i f i e d 

hereby as an Outside Substance. 

ARTICLE T 

PRODUCTION AS OF THE EFFECTIVE DATE 

7-1 O i l i n Lease Tanks. Unit Operator s h a l l gauge a l l lease and other tanks 

w i t h i n the Unit Area to ascertain the amount of merchantable o i l produced from the 

Unitized Formation i n such tanks, above the pipe l i n e connections, as of 7:00 a.m. 

on the e f f e c t i v e date hereof. The o i l that i s a part of the p r i o r allowable of 

the wells from which i t was produced s h a l l remain the property of the parties en

t i t l e d thereto the same as i f the Unit had not been formed. Any such o i l not 

promptly removed may be sold by the Unit Operator f o r the account of the parties 

e n t i t l e d thereto, subject to the payment of a l l r o y a l t i e s , overriding r o y a l t i e s , 

production payments, and a l l other payments under the provisions of the applicable 

lease or other contracts. The o i l that i s i n excess of the p r i o r allowable of the 

wells from vhich i t was produced s h a l l be regarded as Unitized Substances produced 

a f t e r the e f f e c t i v e date hereof. 

7.2 Overproduction. I f , as of the e f f e c t i v e date hereof, any Tract I s over

produced with respect to the allowable of the wells on that Tract and the amount of 

overproduction has been sold or otherwise disposed of, such overproduction s h a l l be 

regarded as a part of the Unitized Substances produced a f t e r the e f f e c t i v e date 

hereof and s h a l l be charged t o such Tract as having been delivered to the parties 

e n t i t l e d to Unitized Substances allocated to such Tract. 

ARTICLE 8 

USE OR LOSS OF UNITIZED SUBSTANCES 

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

the Unitized Substances as they deem necessary f o r Unit Operations, including but 

not l i m i t e d to the i n j e c t i o n thereof i n t o the Unitized Formation. 



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

payments shall be payable upon, or with respect to, Unitized Substances used or 

consumed in Unit Operations, or which otherwise may be lost or consumed in the 

production, handling, treating, transportation, or storing of Unitized Substances. 

ARTICLE 9 

TRACTS TO BE INCLUDED IN UNIT 

9*1 Qualification of Tracts. On and after the effective date hereof and u n t i l 

the enlargement or reduction thereof,.the Unit Area shall be composed of the Tracts 

l i s t e d in Exhibit A that corner or have a common boundary (Tracts separated only by 

a public highway or a railroad right of way shall be considered to have a common 

boundary), and that otherwise qualify as follows: 

9.1.1 Each Tract as to which VorUn," Fnherest Owners owning one hundred 

percent (100$) of the Working Interest have become parties to this agreement 

and as to which Royalty Owners owning eighty five percent (85$) or more of 

the Royalty Interest have become parties to thiB agreement. 

9.1.2 Each Tract as to which Working Interest Owners owning one hundred 

percent (100$) of the Working Interest have become parties to this agreement, 

and as to which Royalty Owners owning less than eighty five percent (85$) of 

the Royalty Interest have become partieB to this agreement, and as to which 

(a) a l l Working Interest Owners in such Tract have joined in a request for 

the inclusion of such Tract in the Unit Area, and as to which (b) eighty five 

percent (85$) of the combined voting interests of Working Interest Owners in 

a l l Tracts that meet the requirements of Section 9.1.1 have voted in favor of 

the inclusion of such Tract. For the purpose of this Section 9.1.2, the voting 

interest of a Working Interest Owner shall be equal to the ratio that i t s Unit 

Secondary Percentage Participation attributable to Tracts that qualify under 

Section 9.1.1 bears to the t o t a l Unit Secondary Percentage Participation of 

a l l Working Interest Owners attributable to a l l Tracts that qualify under 

Section 9.1.1. 

9.1.3 Each Tract as to which Working Interest OwnerB owning less than one 

hundred percent (100$) of the Working Interest have become parties to this 

agreement, regardless of the percentage of Royalty Interest therein that is 

committed hereto; and as to which (a) the Working Interest Owner who operates 

the Tract and a l l of the other Working Interest Owners in such Tract who have 
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become parties to this agreement have Joined in a request for inclusion of 

such Tract in the Unit Area, and have executed and delivered an indemnity 

agreement agreeing to indemnify and hold harmless the other Working In

terest OwnerB i n the Unit Area, their successors and assigns, against a l l 

claims and demands that may be made by the owners of Working Interests in 

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

the inclusion of the Tract in the Unit Area; and as to which (b) eighty 

five percent (85$) of the combined voting interest of Working Interest 

Owners in a l l Tracts that meet the requirements of Section 9.1.1 and 9.1.2 

have voted in favor of the inclusion of such Tract and to accept the 

indemnity agreement. For the purpose of this Section 9«1«3> the voting 

interest of each Working Interest Owner shall be equal to the ratio that 

i t s Unit Secondary Percentage Participation attributable to Tracts that 

qualify under Sections 9.1.1 and 9.1.2 bears to the t o t a l Unit Secondary 

Percentage Participation of a l l Working Interest Owners attributable to 

a l l Tracts that qualify under Sections 9.1.1 and 9.1.2. Upon the i n 

clusion of such a Tract in the Unit Area, the Unit Participation that 

would have been attributed to the nonsubscribing owners of the Working 

Interest in such Tract, had they become parties to thiB agreement and 

the Unit Operating Agreement, shall be attributed to the Working Interest 

Owners in such Tract who have become parties to such agreements, in pro

portion to their respective Working Interests in the Tract. 

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

hereof, the commitment of any interest in any Tract within the Unit Area shall 

be upon such termB as may be negotiated by Working Interest Owners and the 

owner of such interest, but not more favorable to the owner of such interest 

than the basis upon which Tracts were admitted on the effective date of this 

agreement. 

9*3 Revision of Exhibits. I f any of the Tracts in Exhibit A f a i l to qualify 

for inclusion in the Unit Area on the effective date hereof Unit Operator shall 

recompute, using the original basis of computation, the Tract Participation of 

each of the qualifying Tracts and shall reviBe Exhibit A and B accordingly, to 

be effective as of the effective dale hereof upon approval by the Commissioner 

of Public Lands of the State of New Mexico. 



ARTICLE 10 

TITLES 

Removal of Tract from Unit Area. I f a Tract ceases to have s u f f i 

cient Working Interest Owners or Royalty Owners committed to this agreement to 

meet the conditions of Article 9 because of failure of t i t l e of any party hereto, 

such Tract shall be removed from the Unit Area effective as of the f i r s t day of 

the calendar month in which the failure of t i t l e i s f i n a l l y determined; however, 

the Tract shall not be removed from the Unit Area i f , within ninety (90) days 

of the date of f i n a l determination of the failure of t i t l e , the Tract requalifies 

under a Section of Article 9. 

10.2 Revision of Exhibits. I f a Tract is removed from the Unit Area 

because of the failure of t i t l e , Unit Operator, subject to Section 5.2, shall 

recompute the Tract Participation of each of the TractB remaining in the Unit 

Area and shall revise Exhibits A and B accordingly. The revised exhibits shall 

be effective as of the f i r s t day of the calendar month in which such failure of 

t i t l e is f i n a l l y determined. 

10.3 Working Interest Tit l e s . I f t i t l e to a Working Interest failB, the 

rights and obligations of Working Interest Owners by reason of the failure of 

t i t l e shall be governed by the Unit Operating Agreement. 

10.4 Royalty Owner Titles. I f t i t l e to a Royalty Interest f a i l s , but 

the Tract to which i t relates is not removed from the Unit Area, the party 

whose t i t l e f a i l e d shall not be entitled to share hereunder with respect to 

such interest. 

10.5 Production Where T i t l e is in Dispute. I f the t i t l e or right of any 

party claiming the right to receive in kind a l l or any portion of the Unitized 

Substances allocated to a Tract is in dispute, Unit Operator at the discretion 

of Working Interest Owners shall either: 



(a) require that the party to whom such Unitized Substances are de

li v e r e d or to whom the proceeds thereof are paid, furnish security f o r the 

proper accounting therefor to the r i g h t f u l owner i f the t i t l e or r i g h t of 

Buch party f a i l s i n whole or i n part, or 

(b) withhold and market the portion of Unitized Substances with respect 

to which t i t l e or r i g h t i s i n dispute, and impound the proceeds thereof u n t i l 

such time as the t i t l e or r i g h t thereto i s established by a f i n a l Judgment 

of a court of competent j u r i s d i c t i o n or otherwise to the s a t i s f a c t i o n of 

Working Interest Owners, whereupon the proceeds so impounded s h a l l be paid 

to the party r i g h t f u l l y e n t i t l e d thereto. 

ARTICLE 11 

EASEMENTS OR USE OF SURFACE 

11.1 Grant of Easements. The parties hereto, t o the extent of t h e i r r i g h t s 

and i n t e r e s t s , hereby grant to Working Interest Owners the r i g h t t o use as much of 

the surface of the land w i t h i n the Unit Area as may reasonably be necessary f o r 

Unit Operations; provided th a t , nothing herein s h a l l be construed as leasing or 

otherwise conveying to Working Interest Owners a s i t e f o r a water, gas i n j e c t i o n , 

processing or other plant, or camp s i t e . 

11.2 Use of Water. Working Interest Owners s h a l l have free use of water from 

the Unit Area f o r Unit Operations, except water from any w e l l , lake, pond, or i r r i g a 

t i o n d i t c h of a Royalty Owner. 

11.3 Surface Damages. Working Interest Owners s h a l l pay the owner f o r damages 

to growing crops, timber, fences, improvements, and structures on the Unit Area 

that r e s u l t from Unit Operations. 

ARTICLE 12 

ENLARGIMENTS OF UNIT AREA 

12.1 Enlargements of Unit Area. The Unit Area may be enlarged t o include 

acreage reasonably proved to be productive, upon such terms as may be determined 

by Working Interest Owners and upon approval by the Commissioner of Public Lands 

of the State of New Mexico and the O i l Conservation Commission of the State Of 

New Mexico, including but not l i m i t e d t o , the following: 

12.1.1 The acreage sh a l l q u a l i f y under a Section of A r t i c l e 9. 



i:\1.2 Tho pa r t i c i p a t i o n to he allocated to tho acreage shall be reason

able, f a i r , and bused on a l l available information. 

12.1.3 There sh a l l be no retroactive a l l o c a t i o n or adjustment of Unit 

Expense or of intei-ests i n the Unitized Substances produced, or proceeds 

thereof; however, t h i s l i m i t a t i o n shall not prevent an adjustment of invest

ment by reason of the enlargement. 

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

5.2, shall determine the Tract Participation of each Tract within the Unit Area 

as enlarged, and s h a l l revise Exhibits A and B accordingly. 

12.3 Effective Date. The ef f e c t i v e date of any enlargement of the Unit Area 

sha l l be 7:00 a.m. on the f i r s t day of the calendar month following compliance 

with conditions f o r enlargement as specified by Working Interest OwnerB, approval 

of the enlargement by the appropriate governmental authority, i f required, and the 

f i l i n g f o r record of revised Exhibits A and B i n the records of the County or 

Counties i n which t h i s agreement i s recorded. 

ARTICLE 13 

CHANGE OF TITLE 

13.1 Covenant Running With the Land. This agreement sh a l l extend t o , be bind

ing upon, and inure to the benefit of, the respective heirs, devisees, l e g a l repre

sentatives, successors, and assigns of the parties hereto, and s h a l l constitute a 

covenant running with the lands, leases, and interests covered hereby. 

13.2 Notice of Transfer. Any conveyance of a l l or any part of any inte r e s t 

owned by any party hereto with respect t o any Tract s h a l l be made expressly subject 

to t h i s agreement. No change of t i t l e s h a l l be binding on the Unit Operator, or 

upon any party hereto other than the party so t r a n s f e r r i n g , u n t i l the f i r s t day 

of the calendar month next succeeding the date of receipt by Unit Operator of a 

photocopy or a c e r t i f i e d copy of the recorded instrument evidencing such change i n 

ownershi p. 

13.3 Waiver of Rights to Parti t i o n . Each party hereto covenants tha t , during 

the existence of t h i s agreement, i t w i l l not resort t o any action to p a r t i t i o n the 

Unit Area or the Unit Equipment;, and to that extent waives the benefits of a l l laws 

a u t h o r i z i n g :;uch p a r t i t i o n . 

ARTICLE l h 

KKLATIONSIKIP OK PARTIES 

I ' l . l lk, hu-UK.Tr.liip. The duties, obi i gat i our,, and l i a b i l i t i e s of the parties 



hereto are intended to he several and not j o i n t or co l l e c t i v e . This agreement i s 

not intended to create, and shall not be construed t o create, an association or 

t r u s t , or to impose a partnership duty, obligation, or l i a b i l i t y with regard to 

any one or more of the parties hereto. Each party hereto s h a l l be i n d i v i d u a l l y 

responsible f o r i t s own obligations as herein provided. 

1^.2 T h i s a g r e e m e n t i B n o t i n t e n d e d t o p r o v . d e ^ a n d 

s h a l l not be construed to provide, d i r e c t l y or i n d i r e c t l y , f o r any cooperative 

r e f i n i n g , j o i n t sale, or marketing of Unitized Substances. 

SSZ*j*aL2ggr8 Free of Costs. This agreement i s not intended to impose, 

and s h a l l not be construed t o impose, ,pon any Royalty Owner any obligation to pay 

for Unit Expense unless such Royalty Owner i s otherwise so obligated. 

l k ' k lBf°™ation to Royalty Owners. Each Royalty Owner upon w r i t t e n request 

therefor s h a l l be e n t i t l e d to a l l information i n possession of Unit Operator t o 

which such Royalty Owner i s e n t i t l e d by an ex i s t i n g agreement with any Working 

Interest Owner. 

ARTICLE 15 

LAWS AND REGULATIONS 

15.1 Laws and Regulations. This agreement s h a l l be subject to the conserva

t i o n laws of the State of New Mexico; to the v a l i d rules, regulations, and orders 

of the O i l Conservation Commission of New Mexico; and to a l l other applicable 

federal, state, and municipal laws, rules, regulations, and orders. 

ARTICLE 16 

FORCE MAJEURE 

16.1 Force Majeure. A l l obligations imposed by t h i s agreement on each party, 

except f o r the payment of money, sha l l be suspended while compliance i s prevented, 

i n whole or i n part, by a s t r i k e , f i r e , war, c i v i l disturbance, act of God; by 

federal, state, or municipal laws; by any rule , regulation, or order of a govern

mental agency; by i n a b i l i t y t o secure materials; or by any other cause or causes 

beyond reasonable control of the party. No party s h a l l be required against i t s 

w i l l t o adjust or s e t t l e any labor dispute. Neither t h i s agreement nor any lease 

or other instrument subject hereto s h a l l be terminated by reason of suspension of 

Unit Operations due to any one or more of the causes set f o r t h i n t h i s A r t i c l e . 

ARTICLE IT 

EFFECTIVE DATE 

17.1 E f f e c t i v e Date. This agreement s h a l l become binding upon each party as 



of the date such party signs the instrument by which i t becomes a party hereto, 

and, unless sooner terminated as provided i n Section 11.2, s h a l l become effective 

as to q u a l i f i e d Tracts at the time and date as determined by the Working Interest 

Owners i n a l l the q u a l i f i e d Tracts, and set f o r t h i n a c e r t i f i c a t e f i l e d f o r re

cord by Unit Operator i n Lea County, New Mexico. The c e r t i f i c a t e s h a l l also recite 

the percentage of the Unit Area represented by the Tracts q u a l i f i e d under A r t i c l e 

9, the book and page i n which a counterpart of t h i s agreement has been recorded, 

and the case number and order number of the order of approval by Governmental 

authority, i f obtained. The c e r t i f i c a t e shall not be f i l e d u n t i l a f t e r the f o l 

lowing requirements have been met: 

IT.1.1 Tracts comprising eighty f i v e percent (85$) or more of the Unit Area 

as shown on the o r i g i n a l Exhibit B have q u a l i f i e d under the provisions of 

A r t i c l e 9. 

IT.1.2 At least one counterpart of t h i s agreement has been f i l e d f o r 

record by Unit Operator i n Lea County, New Mexico. 

IT.1-3 This agreement has been approved by the O i l Conservation Commission 

of the State of New Mexico. 

IT.1.4 This agreement has been approved by the Commissioner of Public 

Lands of the State of New Mexico. 

IT.2 Ipso Facto Termination. I f the requirements of Section 1T.1 are not accom

plished on or before July 1, 1962, t h i s agreement sh a l l ipso facto terminate on that 

date (hereinafter called "termination date") and thereafter be of no further e f f e c t , 

unless p r i o r thereto Working In t e r e s t Owners owning a combined Unit Secondary 

Percentage P a r t i c i p a t i o n of at least eighty f i v e percent (85$) have become parties 

t o t h i s agreement and have decided to extend the termination date f o r a period not 

to exceed six (6) months. I f the termination date i s so extended and the require

ments of Section 1T«1 are not accomplished on or before the extended termination date, 

t h i s agreement s h a l l ipso facto terminate on the extended termination date and there

a f t e r be of no fu r t h e r e f f e c t . For the purpose of t h i s section, Unit P a r t i c i p a t i o n 

s h a l l be as shown on the o r i g i n a l Exhibit C attached to the Unit Operating Agreement. 

ARTICLE 18 

TERM 

18.1 Term. The term of t h i s agreement s h a l l be f o r the time that Unitized 

Substances are produced in paying quantities and as long thereafter as Unit 
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Operations are conducted without a cessation of more than one hundred eighty (l8o) 

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

herein provided. 

1^' 2 T e r m i n a t i o n by Working Interest Owners. This agreement may be terminated 

by Working Interest Owners having a combined Unit Secondary Percentage Participation 

of at least eighty five percent (85$) whenever such Working Interest Owners determine 

that Unit Operations are no longer profitable or feasible. 

I 8-3 Effect of Termination. Upon termination of this agreement, the further 

development and operation of the Unitized Formation as a unit shall be abandoned, 

Unit Operations shall cease, and thereafter the parties shall be governed by the 

provisions of the leases and other instruments affecting the separate Tracts. -3— 

l 8 A Salvaging Equipment Upon Termination. I f not otherwise granted by the 

leases or other instruments affecting each Tract unitized under this agreement, 

Royalty Owners hereby grant Working Interest Owners a period of six (6) months 

after the date of termination of this agreement within which to salvage and remove 

Unit Equipment. 

ARTICLE 19 

EXECUTION 

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

party to this agreement by signing the original of this instrument, a counterpart 

thereof, or other instrument agreeing to be bound by the provisions hereof. The 

signing of any such instrument shall have the same effect as i f a l l the parties 

had signed the same instrument. 

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

either a Working Interest Owner or a Royalty Owner shall commit a l l interests that 

may be owned or controlled by such party. 

ARTICLE 20 

GENERAL 

20.1 Amendments Affecting Working Interest Owners. Amendments hereto relating 

-10-



wholly to Working Interest Owners may be made i f signed by a l l Working Interest 

Owners. 

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

Working Interest Owners hereunder shall be in accordance with the provisions of 

the Unit Operating Agreement. 

20.3 Lien of Unit Operator. Unit Operator shall have a l i e n upon the i n 

terests of Working Interest Owners in the Unit Area to the extent provided i n 

the Unit Operating Agreement. 

IN WITNESS WHEREOF, The parties hereto have executed t h i s agreement on the 

dates opposite t h e i r respective signatures. 

WORKING INTEREST OWNERS 

DATE: THE BRITISH-AMERICAN OIL PRODUCING COMPANY 

ATTEST: By 

By__ I t s 

I t s 

DATE: AMERADA PETROLEUM CORPORATION 

ATTEST: By 

By_ I t s 

I t s 

DATE: AZTEC OIL & GAS COMPANY 

ATTEST: By 

By_ I t s 

I t s 

DATE: CARPER DRILLING COMPANY, INC. 

ATTEST: By 

By I t s 

I t s 

DATE: DIXILYN CORPORATION 

ATTEST: By 

By I t s 

I t s 



D A T E : GULF OIL CORPORATION 

ATTEST: By 

DATE: 

DATE: 

DATE: 

DATE: 

Ry i t s _ 

It s 

DATE: TEXACO, INC. 

ATTEST: By 

By I t s 

I t s 

ROYALTY OWNERS 



STATE OF 

County of 

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

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

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

My commission expires: 
Notary Public 

STATE OF ) 

County of ) 

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

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

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

My commission expires: 
Notary Public 

STATE OF ) 
) ss. 

County of ) 

Before me, the undersigned, a Notary Public, in and for said County and 
State, on thiB day of , 12 , personally appeared 

, to me known to he the identical person who executed the 
within and foregoing Instrument, and acknowledged to me that he executed the Bame 
as his free and voluntary act and deed for the uses and purposes therein set forth. 

Oven under my hnntl and seal of office the day and year last above written. 

My commission expl re ii 



STATE OF j 

County of ) 

Before me, the undersigned, p. Notary Public, in and for eaid County and 
State, on this day of , 19 , personally appeared 

, to me knovm to be the identical person who executed the 
within and foregoing instrument, and acknowledged to me that he executed the same 
as his free and voluntary act and deed for the uses and purposes therein set forth. 

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

My commission expires: 
Notary Public 

STATE OF ) 
) ss. 

County of ) 

Before me, the undersigned, a Notary Public, in and for said County and 
State, on this day 6f , 19 , personally appeared _mmmrm^__ 

, to me known to be the identical person who executed the 
within and foregoing instrument, and acknowledged to me that he executed the same 
as hie free and voluntary act and deed for the uses and purposes therein set forth. 

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

My commission expires: . 
Notary Public 

STATE OF 
ss. 

County of 

Before me, the undersigned, a Notary Public, in and for said County and 
State, on this day of , 19 , personally appeared 

, to me known to be the identical' person who executed the 
within and foregoing instrument, and acknowledged to me that he executed the same 
BB his free and voluntary act and deed for the uses and purposes therein set forth. 

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

My commisBion expires: 
Notary Public 
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UNIT OPERATING AGREEMENT 
Jalmat Field Yates Sand Unit 

Lea County, New Mexico 

THIS AGREEMENT, entered into as of the f i r s t day of Ap r i l , I962, by the 

parties who have signed the original of this instrument, a counterpart thereof, 

or other instrument agreeing to be bound by the provisions hereof; 

WITNESSETH: 

WHEREAS, The parties hereto as Working Interest Owners have executed, as of 

the date hereof, an agreement entitled, "Unit Agreement, Jalmat Field Yates Sand 

Unit, Lea County, New Mexico", herein referred to as "Unit Agreement", which, 

among other thingB, provides for a separate agreement to be entered Into by 

Working Interest Owners to provide for the development and operation of the Unit 

Area as therein defined; 

NOW, THEREFORE, In consideration of the mutual agreements herein set forth, 

i t i s agreed as follows: 

ARTICLE 1 

CONFIRMATION OF UNIT AGREEMENT 

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

and by reference made a part of this agreement. The definitions i n the Unit Agree

ment are adopted for a l l purposes of this agreement. I f there is any.conflict 

between the Unit Agreement and this agreement, the Unit Agreement shall govern. 

ARTICLE 2 

EXHIBITS 

2.1 Exhibits. The following exhibits are incorporated herein by reference: 

2.1.1 Exhibits A and B of the Unit Agreement. 

2.1.2 Exhibit C, attached hereto, which is a schedule Bhowing the Working 

Interest of each Working Interest Owner in each Tract, the percentage of t o t a l 

Unit Participation attributable to each such interest, and the t o t a l Unit 

Participation of each Working Interest Owner. Exhibit C, or a revision 

thereof, Bhall not be conclusive as to the information therein, except i t 

may be used as showing the Unit Participations of the Working Interest 

Owners for purposes of thiB agreement u n t i l shown to be in error or is 

revised as herein authorized. 



2.1.3 Exhibit D, attached hereto, which is the Accounting Procedure 

applicable to Unit Operations. I f there is any conflict between this 

agreement and Exhibit D, this agreement shall govern. 

2.1.1* Exhibit E, attached hereto, which contains insurance provisions 

applicable to Unit Operations. 

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

shall be revised accordingly and be effective as of the same date. Unit Operator 

shall also revise Exhibit C from time to time as required to conform to changes in 

ownership of which Unit Operator has been notified as provided in the Unit Agree

ment. 

ARTICLE 3 

SUPERVISION OF OPERATIONS BY WORKING INTEREST OWNERS 

3.1 Overall Supervision. Working Interest Owners shall exercise overall 

supervision and control of a l l matters pertaining to Unit Operations pursuant to 

this agreement and the Unit Agreement. In the exercise of such authority, each 

Working Interest Owner shall act solely in i t s own behalf in the capacity of an 

individual owner and Aot on behalf of the owners as an entirety. 

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

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

limited to, the following: 

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

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

be employed. 

3.2.2 D r i l l i n g of Wells. The d r i l l i n g of any well whether for production 

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

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

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

or other purposes. 

3.2.1+ Expenditures. The making of any single expenditure in excess of 

Seven thousand five hundred Dollars ($7,500); provided that, approval by 

Working Interest Owners of the d r i l l i n g , reworking, deepening, or plugging 

back of any well shall include approval of a l l necessary expenditures re

quired therefor, and for completing, testing, and equipping the same, includ

ing necessary flow lines, separators, and lease tankage. 



3'2.5 Disposition of Unit Equipment. The c e l l .Ing or otherwise disposing 

of any major item of surplus Unit Equipment, i f the current l i s t price of new 

equipment similar thereto i s two thousand Dollars ($2,000) or more. 

3-2.6 Appearance Before a Court or Regulatory Agency. The designating 

of a representative to appear before any court or regulatory agency i n matters 

pertaining to Unit Operations; provided that, such designation s h a l l not pre

vent any Working Interest Owner from appearing i n person or from designating 

another representative i n i t s own behalf. 

3.2.7 Audits. The auditing of the accounts of Unit Operator pertaining 

to Unit Operations hereunder; provided that, the audits shall 

(a) not be conducted more than once each year except upon the resigna

t i o n or removal of Unit Operator, 

(b) be made at the expense of a l l Working Interest Owners other than 

the Working Interest Owner designated as Unit Operator, and 

(c) be made upon not less than t h i r t y (30) days' w r i t t e n notice t o Unit 

Operator. 

3.2.8 Inventories. The taking of periodic inventories under the terms of 

Exhibit D. 

3.2.9 Technical Services. The authorizing of charges to the j o i n t account 

fo r services by consultants or Unit Operator's technical personnel not covered 

by the overhead charges provided by Exhibit D. 

3.2.10 Assignments to Committees. The appointment of committees to study 

any problems i n connection with Unit Operations. 

3.2.11 The removal of Unit Operator and the selection of a successor. 

3.2.12 The enlargement of the Unit Area. 

3.2.13 The adjustment and readjustment of investments. 

3.2.11+ The termination of the Unit Agreement. 

ARTICLE k 

MANNER OF EXERCISING SUPERVISION 

i+.l Designation of Representatives. Each Working Interest Owner sha l l i n 

w r i t i n g inform Unit Operator of the names and addresses of the representative and 

alternate who are authorized to represent and bind such Working Interest Owner with 

respect to Unit Operations. The representative or alternate may be changed from 

time to time by w r i t t e n notice to Unit Operator. 

-3-



4.2 Meetings. A l l meetings of Working Interest Owners shall be called by-

Unit Operator upon i t s own motion or at the request of one or more Working Interest 

Owners having a t o t a l Unit Secondary Percentage Participation of not less than ten 

percent (10$). No meeting shall be called on less than fourteen (l4) days' advance 

written notice, with agenda for the meeting attached. Working Interest Owners who 

attend the meeting shall not be prevented from amending items included in the agenda 

or from deciding the amended item or other items presented at the meeting. The 

representative of Unit Operator shall be chairman of each meeting. 

4.3 Voting Procedure. Working Interest Owners shall decide a l l matters 

coming before them as follows: 

i+.3•1 Voting Interest. Each Working Interest Owner shall have a voting 

interest equal to i t s Unit Secondary Percentage Participation. 

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

the Unit Agreement, a l l matters shall be decided by an affirmative vote of 

three (3) or more Working Interest Owners owning seventy five percent (75$) 

or more voting interest; provided that, should any one Working Interest 

Owner have more than seventy five percent (75$) voting interest, i t s vote 

must be supported by the vote of two (2) or more Working Interest Owners 

having a combined voting interest of at least five percent (5$)-

4.3.3 Vote at Meeting by Nonattending Working Interest Owner. Any 

Working Interest Owner who is not represented at a meeting may vote by 

l e t t e r or telegram addressed to the representative of the Unit Operator 

i f i t s vote is received prior to the vote on the item or may delegate his 

vote by proxy to a working interest owner or representative thereof who 

does attend the meeting provided the representative of Unit Operator is 

notified of the proxy by l e t t e r or telegram prior to the vote on the item 

or items to which the proxy applies. 

4.3.4 Poll Votes. Working Interest Owners may vote on and decide, by 

l e t t e r or telegram, any matter submitted in writing to Working Interest 

Owners, i f no meeting is requested, as provided in Section 4.2, within 

seven (7) days after the proposal is sent to Working Interest Owners. Unit 

Operator w i l l give prompt notice of the results of the voting to a l l Working 

Tnt.f»rp>fit. Owners. 



ARTICLE 5 

INDIVIDUAL RIGHTS OF WORKING INTEREST OWNERS 

5«1 Reservation of Rights. Working Interest Owners severally reserve to 

themselves a l l their rights, except as otherwise provided in this agreement and 

the Unit Agreement. 

5'2 Specific Rights. Each Working Interest Owner shall have, among others, 

the following specific rights: 

5.2.1 Access to Unit Area. Access to the Unit Area at a l l reasonable 

times to inspect Unit Operations, a l l wells, and the records and data per

taining thereto. 

5.2.2 Reports. The right to receive from Unit Operator, upon written 

request, copies of a l l reports to any governmental agency, reports of crude 

o i l runs and stocks, inventory reports, and a l l other information pertaining 

to Unit Operations. The cost of gathering and furnishing information not 

ordinarily furnished by Unit Operator to a l l Working Interest Owners shall 

be charged to the Working Interest Owner who requests the information. 

ARTICLE 6 

UNIT OPERATOR 

6.1 I n i t i a l Unit Operator. The British-American Oil Producing Company is 

hereby designated as Unit Operator. 

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

Interest Owners may remove Unit Operator at any time by the affirmative vote of at 

least seventy five percent (75$) of the voting interest remaining after excluding 

the voting interest of Unit Operator. A Unit Operator that resigns or is removed 

shall not be released from i t s obligations hereunder for a period of three (3) 

months after the resignation or discharge, unless a successor Unit Operator has 

taken over Unit Operations prior to the expiration of such period. 

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

a successor Unit Operator shall be selected by Working Interest Owners. I f the 

Unit Operator that i s removed votes only to succeed i t s e l f , the successor Unit 

Operator may be selected by the affirmative vote of at least seventy five percent 

(75$) of the voting interest remaining after excluding the voting interest of the 

Unit Operator that was removed. 



ARTICLE 7 

AUTHORITIES AND DUTIES OF UNIT OPERATOR 

7-1 Exclusive Right to Operate Unit. Subject to the provisions of this agree

ment and to instructions from Working Interest Owners, Unit Operator shall have 

the exclusive right and be obligated to conduct Unit Operations. 

7-2 Worlananlike Conduct. Unit Operator shall conduct Unit Operations in a 

good and workmanlike manner as would a prudent operator under the same or similar 

circumstances. Unit Operator shall freely consult with Working Interest Owners 

and keep them informed of a l l matters which Unit Operator, in the exercise of i t s 

best judgment, considers important. Unit Operator shall not be liable to Working 

Interest Owners for damages, unless such damages result from i t s gross negligence 

or w i l l f u l misconduct. 

7-3 Liens and Encumbrances. Unit Operator shall endeavor to keep the lands 

and leases in the Unit Area free from a l l liens and encumbrances occasioned by 

Unit Operations, except the l i e n of Unit Operator granted hereunder. 

7.4 Employees. The number of employees used by Unit Operator in conducting 

Unit Operations, their selection, hours of labor, and compensation shall be deter

mined by Unit Operator. Such employees shall be the employees of Unit Operator. 

7.5 Records. Unit Operator shall keep correct books, accounts, and records 

of Unit Operations. 

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

ing Interest Owners periodic reports of Unit Operations. 

7.7 Reports to Governmental Authorities. Unit Operator shall make a l l reports 

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

7.8 Engineering and Geological Information. Unit Operator shall furnish to 

a Working Interest Owner, upon written request, a copy of the log and other engineer

ing and geological data pertaining to wells d r i l l e d for Unit Operations. 

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

in excess of seven thousand five hundred Dollars ($7,500) without prior approval of 

Working Interest Owners. I f an emergency occurs, Unit Operator may immediately 

make or incur such expenditures as in i t s opinion are required to deal with the 

emergency. Unit Operator shall report to Working Interest Owners, as promptly 

as possible, the nature of the emergency and the action taken. 



7-10 Wells D r i l l e d by Utij t Operator. A l l wells d r i l l e d by Unit Operator shall 

be at the usual rates prevailing in the area. Unit Operator may employ i t s own 

tools and equipment, but the charge therefor shall not exceed the prevailing rate 

i n the area, and the work sh a l l be performed by Unit Operator under the same terms 

and conditions as are usual i n the area i n contracts of independent contractors 

doing work of a similar nature. 

7.11 Border Agreements. Subject t o the approval of the appropriate govern

mental authority or aut h o r i t i e s , the Unit Operator, with the approval of Working 

Interest Owners according to Paragraph 4.3«2 hereof may enter into a border-pro

t e c t i o n agreement or agreements with the Working Interest Owners of adjacent lands 

along the boundary of the Unit Area with respect to the operations i n the border 

area f o r the maximum ultimate recovery, conservation purposes and proper protection 

of the parties and interests. 

ARTICLE 8 

TAXES 

8.1 Ad Valorem Taxes. Unit Operator s h a l l make and f i l e a l l necessary ad 

valorem tax renditions and returns with the proper taxing authorities covering a l l 

r e a l and personal property of each Working Interest Owner used or held by Unit 

Operator i n Unit Operations. Unit Operator s h a l l s e t t l e assessments a r i s i n g 

therefrom. A l l such ad valorem taxes shall be paid by Unit Operator and charged 

to the j o i n t account; provided that, i f the inte r e s t of a Working Interest Owner 

is subject to a separately assessed overriding royalty i n t e r e s t , production pay

ment, or other interest i n excess of a one eighth ( l / 8 ) royalty, such Working 

Interest Owner s h a l l be given credit f o r the reduction i n taxes paid resulting 

therefrom. 

8.2 Other Taxes. Each Working Interest Owner sha l l pay or cause to be paid 

a l l production, severance, gathering, and other taxes imposed upon or i n respect 

of the production or handling of i t s share of Unitized Substances. 

ARTICLE 9 

INSURANCE 

9.1 Insurance. Unit Operator, with respect to Unit Operations, s h a l l do the 

following: 

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

Mexico. 



9-1-2 Carry Employer's L i a b i l i t y Insurance with a minimum coverage of 

twenty-five thousand dollars ($25,000) and other insurance as required by 

the laws of the State of New Mexico. 

9.1.3 Carry other insurance as Bet forth in Exhibit E. 

ARTICLE 10 

ADJUSTMENT OF INVESTMENTS 

10.1 Personal Property Taken Over. Upon the Effective Date hereof, Wonting 

Interest Owners shall deliver to Unit Operator the following: 

10.1.1 Wells. A l l wells completed in the Unitized Formation. 

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

the wellhead connections thereon, and a l l other lease and operating equipment 

that is used i n the operation of such wellB which Working Interest Owners 

determine is necessary or desirable for conducting Unit Operations. 

10.1.3 Records. A copy of a l l production and well records that pertain 

to such wells. 

10.2 Inventory and Evaluation of Personal Property. Working Interest Owners 

shall at Unit Expense inventory and evaluate in accordance with the provisions of 

Exhibit D the personal property taken over. Casing shall be included i n the i n 

ventory and adjustment but shall be priced at no value. 

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

inventory and evaluation, each Working Interest Owner shall be credited with the 

value of itB interest in a l l personal property taken over under Section 10.1.2, and 

shall be charged with an amount equal to that obtained by multiplying the t o t a l 

value of a l l personal property taken over under Section 10.1.2 by such Working In

terest Owner's Unit Secondary Percentage Participation. I f the charge against any 

Working Interest Owner is greater than the amount credited to such Working Interest 

Owner, the resulting net charge shall be an item of Unit Expense chargeable against 

such Working Interest Owner. I f the credit to any Working Interest Owner is greater 

than the amount charged against such Working Interest Owner, the resulting net 

credit shall be paid to such Working Interest Owner by Unit Operator out of funds 

received by i t in settlement of the net charges described above. 

10.4 General F a c i l i t i e s . The acquisition of warehouses, warehouse stocks, 

lease houses, camps, f a c i l i t y systems, and office buildings necessary for Unit 

Operations shall be by negotiation by the owners thereof and Unit Operator* sub

ject to the approval of Working Interest Owners. 



10.5 Owners-tup u!.1 VVrnoua.l. Properly and i<'ae i l l l i e n . Each Working latere est 

Owner hereby exchange:-, it.:; intercHit i n a l l of the personal property described i n 

Paragraph 10.1 that i t contributes to the Unit f o r i t s proportionate interest i n a l l 

such property described i n Paragraph 10.1 that i s contributed to the Unit. Each 

Working Interest Owner, i n d i v i d u a l l y , s h a l l by v i r t u e hereof own an undivided i n 

t e r e s t , equal to i t s Unit Secondary Percentage P a r t i c i p a t i o n , i n a l l personal 

property and f a c i l i t i e s taken over or otherwise acquired by Unit Operator pursuant 

to t h i s agreement. 

ARTICLE 11 

UNIT EXPENSE 

11.1 Basis of Charge to Working Interest Owners. Unit Operator i n i t i a l l y 

s h all pay a l l Unit Expense. Each Working Interest Owner sha l l reimburse Unit 

Operator fo r i t s share of Unit Expense. Each Working Interest Owner's share of 

operating expense s h a l l be the same as i t s Unit P a r t i c i p a t i o n at the time such 

expenses are incurred; and each Working Interest Owner's share of the costs of 

c a p i t a l improvements sh a l l be i t s Unit Secondary Percentage Participation. A l l 

charges, credits , and accounting f o r Unit Expense sha l l be i n accordance with 

Exhibit D. 

11.2 Budgets• Before or as soon as p r a c t i c a l a f t e r the effective date hereof, 

Unit Operator s h a l l prepare a budget of estimated Unit Expense f o r the remainder of 

the calendar year, and, on or before the f i r s t day of each October thereafter, shall 

prepare such a budget f o r the ensuing calendar year. A budget sh a l l set f o r t h the 

estimated Unit Expense by quarterly periods. Budgets sh a l l be estimate? only, and 

s h a l l be adjusted or corrected by Working Interest Owners and Unit Operator when

ever an adjustment or correction i s proper. A copy of each budget and adjusted 

budget s h a l l promptly be furnished to each Working Interest Owner. 

11.3 Advance B i l l i n g s . Unit Operator s h a l l have the r i g h t to require Working 

Interest Owners to advance t h e i r respective shares of estimated Unit Expense by 

submitting to Working Interest Owners, on or before the l ^ t h day of any month, 

an itemized estimate thereof f o r the succeeding month, with a request f o r payment 

i n advance. Within f i f t e e n (15) days thereafter, each Working Interest Owner sha l l 

pay to Unit Operator i t s share of such estimate. Adjustments between estimated and 

actual Unit Expense s h a l l be made by Unit Operator at the close of each calendar 

month, and the accounts of Working Interest Owners s h a l l be adjusted accordingly. 

11.4 Commingling of Funds. No funds received by Unit Operator under t h i s 

agreement need be segregated or maintained by i t as a separate fund, but may be 

commingled with i t s own funds. 



11.') Lien of Unit Operator. Each Working Interest Owner grants to Unit 

Operator a lien, upon i t s O i l and Gas Rights i n each Tract, i t s share of Unitized 

Substances when produced, and i t s interest i n a l l Unit Equipment, as security 

for payment of i t s share of Unit Expense, together with interest thereon at the 

rate of eight percent (8$) per annum. Unit Operator sh a l l have the r i g h t to bring 

suit to enforce c o l l e c t i o n of such indebtedness with or without seeking fore

closure of the l i e n . In addition, upon default by any Working Interest Owner in 

the payment of i t s share of Unit Expense, Unit Operator s h a l l have the r i g h t to 

c o l l e c t from the purchaser the proceeds from the sale of such Working Interest 

Owner's share of Unitized Substances u n t i l the amount owed by such Working I n 

terest Owner, plus interest as aforesaid, has been paid. Each purchaser shall 

be e n t i t l e d to r e l y upon Unit Operator's w r i t t e n statement concerning the amount 

of any default. 

11.6 Unpaid Unit Expense. I f any Working Interest Owner f a i l s to pay i t s 

share of Unit Expense w i t h i n s i x t y (6o) days a f t e r rendition of a statement there

f o r by Unit Operator, each Working Interest Owner agrees, upon request by Unit 

Operator, to pay i t s proportionate part of the unpaid share of Unit Expense of 

the defaulting Working Interest Owner. The Working Interest Owners that pay the 

share of Unit Expense of a defaulting Working Interest Owner sha l l be reimbursed 

by the Unit Operator f o r the amount so paid, plus any interest collected thereon, 

upon receipt by Unit Operator of any past due amount collected from the defaulting 

Working Interest Owner. Any Working Interest Owner so paying a defaulting Working 

Interest Owner's share of Unit Expenses sh a l l be subrogated to the l i e n and r i g h t s 

herein granted Unit Operator. 

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

f a i l t o become a party to the Unit Agreement, and, as a result thereof, the actual 

Royalty Interest payments with respect to such Tract are more or less than the 

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

are allocated to such Tract under the Unit Agreement, the difference s h a l l be 

borne by or inure to the benefit of Working Interest Owners, i n proportion to t h e i r 

respective Unit Participations i n e f f e c t at the time such burden or benefit due t o 

uncommitted royalty as described herein, i s incurred] however, the difference to be 

borne by or inure to the benefit of Working Interest OwnerB shall not exceed an amount 

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

-10-



Substances allocated to the Tract and the Unitized Substances produced from the 

Tract. Such adjustments shall be made by charges and credits to the joint account. 

ARTICLE 12 

NON-UNITIZED FORMATIONS 

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

acquires the right to d r i l l for and produce o i l , gas, or other minerals, from 

other tha.n the Unitized Formation, shall have the right to do so notwithstanding 

this agreement or the Unit Agreement. In exercising the right, however, the 

Working Interest Owner shall exercise reasonable precaution to prevent unreason

able interference with Unit Operations. No Working Interest Owner shall produce 

Unitized Substances through any well d r i l l e d or operated by i t . I f any Working 

Interest Owner d r i l l s any well into or through the Unitized Formation, the 

Unitized Formation shall be protected in a manner satisfactory to Working In

terest Owners so that the production of Unitized Substances w i l l not adversely 

be affected. 

ARTICLE 13 

TITLES 

13*1 Warranty and Indemnity. Each Working Interest Owner represents and 

warrants that i t is the owner of the respective working interests set forth oppo

site i t s name in Exhibit C, and hereby agrees to indemnify and hold harmless the 

other Working Interest Owners from any loss due to failure, in whole or in part, 

of i t s t i t l e to any such interest, except failure of t i t l e arising out of Unit 

Operations; provided that, such indemnity shall be limited to an amount equal to 

the net value that has been received from the sale or receipt of Unitized Sub

stances attributed to the interest as to which t i t l e failed. Each failure of t i t l e 

w i l l be deemed to be effective, insofar as this agreement is concerned, as of the 

f i r s t day of the calendar month in which such failure is f i n a l l y determined, and 

there shall be no retroactive adjustment of Unit Expense, or retroactive alloca

tion of Unitized Substances or the proceeds therefrom, as a result of t i t l e failure. 

13.2 I llure Because of Unit Operations. The failure of t i t l e to any Working 

Interest i n any Tract by reason of Unit Operations, including non-production from 

such Tract, shall not change the Unit Participation of the Working Interest Owner 

whose t i t l e failed in relation to the Unit Participations of the other Working 

Interest Owners at the time of the t i t l e failure. 

-11-



ARTICLE l k 

LIABILITY, CLAIMS, AND SUITS 

l k . 1 Individual L i a b i l i t y . The duties, obligations, and l i a b i l i t i e s of 

Working Interest Owners shall be several and not jo i n t or collective; and nothing 

herein contained shall ever be construed as creating a partnership of any kind, 

joi n t venture, association, or trust among Working Interest Owners. 

lk .2 Settlements. Unit Operator may settle any single damage claim or suit 

involving Unit Operations but not involving an expenditure in excess of one 

thousand Dollars ($1,000) provided the payment is in complete settlement of such 

claim or suit. I f the amount required for settlement exceeds the above specified 

amount, Working Interest Owners shall assume and take over the further handling 

of the claim or suit unless such authority is expressly delegated to Unit Operator. 

A l l costs and expense of handling, settling, or otherwise discharging such claim 

or suit shall be an item of Unit Expense. I f a claim is made against any Working 

Interest Owner or i f any Working Interest Owner is sued on account of any matter 

arising from Unit Operations and over which such Working Interest Owner individually 

has no control because of the rights given Working Interest Owners and Unit Operator 

by this agreement and the Unit Agreement, the Working Interest Owner shall immed

iately notify the Unit Operator, and the claim or suit shall be treat' I as any 

other claim or suit involving Unit Operations. 

ARTICLE 15 

INTERNAL REVENUE PROVISION 

15.1 Internal Revenue Provision. Each Working Interest Owner hereby elects 

that i t and the operations covered by this agreement be excluded from the applica

tion of Subchapter K of Chapter 1 of Sub-title A of the Internal Revenue Code of 

1954, or such portion thereof as the Secretary of the Treasury of the United States 

or his delegate shall permit by election to be excluded therefrom. Unit Operator 

is hereby authorized and directed to execute on behalf of each Working Interest 

Owner such additional or further evidence of the election as may be required by 

regulations issued under said Subchapter K. Should the regulations require each 

party to execute such further evidence, each Working Interest Owner agrees to 

execute or join in the execution thereof. The election hereby made and the other 

provisions of this oarasraoh shall apply in l i k e manner to applicable state laws, 



regulations, and rulings now in effect or hereafter enacted that have an effect 

similar to the federal provisions referred to herein. 

ARTICLE 16 

NOTICES 

16.1 Notices. All notices required hereunder shall he in writing and shall 

be deemed to have been properly served when Bent by mail or telegram to the 

address of the representative of each Working Interest Owner as furnished to 

Unit Operator in accordance with Article k. 

ARTICLE 17 

WITHDRAWAL OF WORKING INTEREST OWNER 

17.1 Withdrawal. A Working Interest Owner may withdraw from this agreement 

by transferring, without warranty of t i t l e , either express or implied, to the 

other Working Interest Owners who do not desire to withdraw, a l l i t s Oil and Gas 

Rights together with i t s interest in a l l Unit Equipment and in a l l wells used in 

Unit Operations. Such transfer shall net relieve said Working Interest Owner 

from any obligation or l i a b i l i t y incurred prior to the date of the delivery of 

the transfer, which delivery may be made to Unit Operator as Agent for the trans

ferees. The interest transferred shall be owned by the transferees i n proportion 

to their respective Unit Participations. The transferees, i n proportion to the 

respective interests so acquired, shall pay transferor, for i t s interest in Unit 

Equipment, the f a i r salvage value thereof as estimated and fixed by Working In

terest Owners. After the date of delivery of the transfer, the withdrawing 

Working Interest Owner Bhall be relieved from a l l further obligations and 

l i a b i l i t y hereunder and under the Unit Agreement, and the rights of such Work

ing Interest Owner hereunder and under the Unit Agreement shall cease insofar 

as they existed by virtue of the interest transferred. 

ARTICLE 18 

ABANDONMENT OF WELLS 

18.1 Rights of Former Owners. I f Working Interest Owners decide to abandon 

permanently any well within the Unit Area prior to termination of the Unit Agree

ment, Unit Operator shall give written notice thereof to the Working Interest 

Owners of the Tract on which the well is located, and they shall have the option 

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



Operator in writing of their election to take over and own the well. Within ten 

(10) days after the Working Interest Owners of the Tract have notified Unit 

Operator of their election to take over the well, they shall pay Unit Operator, 

for credit to the jo i n t account, the amount estimated hy Working Interest Owners 

to be the net salvage value of the casing and equipment in and on the well. The 

Working Interest Owners of the Tract, by taking over the well, agree to seal off 

effectively and protect the Unitized Formation, and upon abandonment to plug the 

well in compliance with applicable laws and regulations. 

18.2 Plugging• I f the Working Interest Owners of a Tract do not elect to 

take over a well located thereon which iB proposed for abandonment, Unit Operator 

shall plug and abandon the well in compliance with applicable laws and regulations. 

ARTICLE 19 

EFFECTIVE DATE AND TEFM 

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

at the time that the Unit Agreement becomes effective. 

19.2 Term. This agreement shall continue i n effect so long as the Unit Agree

ment remains i n effect, and thereafter u n t i l (a) a l l unit wells have been abandoned 

and plugged or turned over to Working Interest Owners i n accordance with Article 

20, (b) a l l Unit Equipment and real property acquired for the jo i n t account have 

been disposed of by Unit Operator in accordance with instructions of Working 

Interest Owners, and (c) there has been a f i n a l accounting. 

ARTICLE 20 

ABANDONMENT OF OPERATIONS 

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

w i l l occur: 

20.1.1 Oil and Gas Rights. Oil and Gas Rights i n and to each separate 

Tract shall no longer be affected by this agreement, and thereafter the parties 

shall be governed by the terms and provisions of the leases, contracts, and 

other instruments affecting the separate Tracts. 

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

to take over and continue to operate wells located thereon may do so by pay

ing Unit Operator, for credit to the jo i n t account, the net salvage value of 

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



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

time as i t is abandoned. 

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

and equipment in or on wells not taken over by Working Interest Owners of 

separate Tracts as can economically and reasonably be salvaged, and shall 

cause the wells to be plugged and abandoned properly. 

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

of salvaging, liquidation or other distribution of assets and properties 

used in Unit Operation in proportion to their respective Unit Participations. 

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

to this agreement by signing the original of this instrument, a counterpart thereof, 

or other instrument agreeing to be bound by the provisions hereof. The signing of 

any such instrument shall have the same effect as i f a l l the parties had signed the 

same instrument. 

22.1. Successors and Assigns. The provisions hereof shall be covenants running 

with the lands, leases, and interests covered hereby, and shall be binding upon and 

inure to the benefit of the respective heirs, devisees, legal representatives, suc

cessors, and assigns of the parties hereto. 

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

dates opposite their respective signatures. 

ARTICLE 21 

EXECUTION 

ARTICLE 22 

SUCCESSORS AND ASSIGNS 

WORKING INTEREST OWNERS 

7?Syo [:. McKeown 
I t s SECRETARY 

THE BRITISH-AMERICAN OIL PRODUCING COMPANY 

DATE: AMERADA PETROLEUM CORPORATION 

ATTEST: By 

By I t s 

I t s 



STATE OF \ % - / ^ y j 

County 

Before me, the undersigned authority, on thiB day personally appeared 
X C ^ S c J L ^ j L , 7/CL^President of ̂ ^ w ^ ^ ^ ^ ^ o , t D ^ ^ ' C? 

knovm to me to be the person and officer whoBe name is subscribed to the foregoing (7 
instrument, and acknowledged to me that the same was the free act and deed of the 
said j j j ^ ^ z U M - C ^ ^ - ^ ^ Q ' ^ L ^ ^ > a corporation, and that he having 
been duly authorized by the Board of DirectorsTof said corporation, executed the 
same as his free and voluntary act and deed, and as the free and voluntary act and 
deed of such corporation, for the purposes and consideration therein expressed, and 
in the capacity therein stated. 

Oiven under my hand and seal of office at • this 
t h e ^ - w ^ y <>f A.D., 1 9 ^ / 

My commission expires: 

. — -y ^ 
Notary Public 

/<? (,-3 

STATE OF 

County of 

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

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

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

My commission expires: 
Notary Public 

STATE OF ) 
) ss. 

County of ) 

Before me, the undersigned, a Notary Public, in and for said County and 
State, on this day of , 19. , personally appeared 

, to me known to be the identical person who executed the 
within and foregoing instrument, and acknowledged to me that he executed the same 
as his free and voluntary act and deed for the uses and purposes therein set forth. 

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

My comm..tn ion expiree 



CONSENT, RATIFICATION AND JOINDER 
TO UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR TILE DEVELOPMENT AND OPERATION OF THE 
JALMAT FIELD YATES SAND UNIT 

LEA COUNTY, NEW MEXICO 

KNOW ALL MEN BY THESE PRESENTS: 

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

This consent, r a t i f i c a t i o n and Joinder may be executed i n any number of counter
parts and each executed counterpart hereof shall have the same force and effect as to 
the party executing the same as i f each and every party signing a counterpart hereof 
had signed the Unit Agreement and Unit Operating Agreement and by the execution hereof 
the undersigned doeB hereby acknowledge the incorporation hereof by reference of a l l of 
the terms and provisions of said Unit Agreement and Unit Operating Agreement and does 
hereby agree to a l l of such terms and provisions. 

EXECUTED thi s the 2nd day of , 1962. 

ATTEST: 
/ 

Assistant Secretary* 

STATE OP' aXEtKKXX 

County of OTXSX 

Tulsa ?, Oklahoma 

Before me, the undersigned, a Notary Public, i n and for said County and State, 
on this fflj&X day of MKffX , 19J6X , personally appeared _ 

, to me known to be the identical ' 
person who executed the within and foregoing instrument, and acknowledged to me that 
he (ffllSC), (tfiSy$ executed the same as his (ti©4?5, (tK&XX) free and voluntary act and 
deed for the uses and purposes therein set forth. 

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

My commission expires: 

Notary Public 

STATE OF OKIAHOMA 

County of TULSA 

Before* tne, the undersigned authority, on thin day personally appeared 
.John P. lln/runond , Vice President of Amerada 
Petroleum Corporation , a corporation, and that he having 

been (Jul/ authorized by the Board of Directors of said corporation, executed the same 
ar; hir, free and voluntary act and deed, and as the free and. voluntary act and deed of 
such corporation, for the purposes and consideration therein expressed, and in the 
cup..',lty therein stated. 

Given under my hand and seal of office at 
tl,(- 2nd flay of May , A.D., 19 og-

Tulsa, Oklahoma 

My out ••;•< 1 on oxpJ re: 

;;,vv ;,r 

t h i s 



CONSENT, RATIFICATION AND JOINDER 
TO UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE DEVELOPMENT AND OPERATION OF TILE 
JALMAT FIELD YATES SAND UNIT 

LEA COUNTY, NEW MEXICO 

KNOW ALL MEN BY THESE PRESENTS: 

In consideration of the execution or r a t i f i c a t i o n hy the other working interest 
owners of the Unit Agreement and Unit Operating Agreement each dated April 1, 1962, 
for the development and operation of the Jalmat Field Yates Sand Unit, Lea County, 
New Mexico, a copy of which Unit Agreement is recorded in Book 185 at Page 1Q6 
of the Records of Lea County, New Mexico, reference to which 1B here made for a l l 
purposes, and a copy of which Unit Agreement and Unit Operating Agreement have been 
furnished the undersigned owners of leasehold or working interest or other interests 
i n production covered by Baid Unit Agreement hereby severally, each to the extent of 
i t s particular ownership or interest, consent to the inclusion of said land within the 
Unit Area defined in the above mentioned Unit Agreementj r a t i f y , approve and adopt the 
terms cf the said Unit Agreement and said Unit Operating Agreement as f u l l y as though 
the undersigned had executed the original Agreements; agree that the terms of any lease 
or contract given by the undersigned or under which the undersigned claims an interest 
herein is extended and modified to the extent necessary to make the same conform to the 
terms cf said Unit Agreementj agree that the d r i l l i n g and development requirements of 
a l l leases and other contracts in which i t s several rights and interests are created 
or defined shall be deemed f u l l y performed by the performance of the provisions of 
said Unit Agreement and Unit Operating Agreementj and agree that coBts shall be a l l o 
cated and paid as provided in said Unit Operating Agreement. 

This consent, r a t i f i c a t i o n and joinder may be executed in any number of counter
parts and each executed counterpart hereof Bhall have the same force and effect as to 
the party executing the same as i f each and every party signing a counterpart hereof 
had signed the Unit Agreement and Unit Operating Agreement and by the execution hereof 
the undersigned does hereby acknowledge the incorporation hereof by reference of a l l of 
the terms and provisions of said Unit Agreement and Unit Operating Agreement and does 
hereby agree to a l l of such terms and provisions. 

EXECUTED this the 27th day of A p r i l , 1962. 

ATTEST: AZTEC OIL & GAS COMPANY 

By. c/y, :-t-M,-. 
' Secretary Vice President 3 

A d d r e B S : Q20 Mercantile Securities Bldg. 

Dallas 1. Texas 

STATE CF TEXAS ) 

County of PALMS 
ss 

Before me, the undersigned, a Notary Public, in and for said County and State, 
on this day of , 19 , personally appeared 

, to me known to be the identical 
person who executed the within and foregoing instrument, and acknowledged to me that 
he (she), (they) executed the same as his (her), ( t h e i r ) free and voluntary act and 
deed for the uses and purposes therein set for t h . 

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

My commission expires: 

STATE OF rpE"yAt 

Notary Public 

County of DALLAS 

Before me, the under!:;igned authority, on this day personally appeared 
Pullman B. Davis , Vice President of AZTEC OIL & 
C1A£_X1GM£/IEIX , a corporation, and that he having 

been o v i j autriori.zed by the Board of Directors of said corporation, executed the same 
er; hj s f r e t and voluntary act and deed, and uo the free and voluntary act and deed of 
f;uc:i corporation, for the purposes and consideration therein expressed, and in the 
cvqvic i ty I,here in stated. 

Given under my hand and neal of off i ce at Do,] I a n , Toxin > this 
u , c JZ&h.- ''V oi' April > A-D-> V162--

V\j cot.w i U r n >.y.p i r e s : 



COHGIIIT, RATIFICATION AMD JOINDER 
TO UNIT AGUKkMENT AND UNIT OPERATING AGREEMENT 

FOR THE DEVTILOPMENT AND OPERATION OP THE 
JALMAT FIELD YATES SAND UNIT 

LEA COUNTY, NEW MEXICO 

KNOW ALL MEN BY THESE PRESENTS: 

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

This consent, r a t i f i c a t i o n and joinder may be executed in any number of counter
parts and each executed counterpart hereof shall have the same force and effect as to 
the party executing the same as i f each and every party signing a counterpart hereof 
had signed the Unit Agreement and Unit Operating Agreement and by the execution hereof 
the undersigned does hereby acknowledge the incorporation hereof by reference of a l l of 
the terms and provisions of said Unit Agreement and Unit Operating Agreement and does 
hereby agree to a l l of such terms and provisions. 

EXECUTED this the / B day of -K l> , 1962. 

(/ 

ATTEST: Carper D r i l l i n g Corr^anv. Inc . 

f ''' MwiiiiJi'KoWliy, E^ec. V i L l W •A 

Address: 200 Carper Building 

Artesia, New Mexico 

STATE OF ) 
) ss 

County of ) 

Before me, the undersigned, a Notary Public, in and for said County and State, 
on this day of , 19 , personally appeared 

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

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

My commission expires: 

Notary Public 

STATE OF New Mexico ) 
) ss 

County of E d d y ) 

Before me, the undersigned authority, on this day personally appeared 
M a r -shall How ley Exec Vice President of Carper D r i l l i n g 
CornpnnyT" Inc . , a corporation, and that he having 

been-"(July authorized' hy the Board of Di rectors of said corporation, executed the same 
as hj« free and voluntary act and deed, and as the free and voluntary act and deed of 
such corporation, for the purposes and consideration therein expressed, and in the 
capacity therein stated. 

Given under my hand and seal of office at Ar Les 1,1, New Mexico > this 
the _J&__ day of ApHJ A.D., 19 02. 

M.y corr-ntj sr 1 on expi re: 

ic-o-63 ,. j[. 



CONSIST, RATIFICATION AND JOINDER 
TO UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

FOR THE DEVELOPMENT AND OPERATION OF THE 
JALMAT FIELD YATES SAND UNIT 

LEA COUNTY, NEW MEXICO 

KNOW ALL MEN BY THESE PRESENTS: 

In consideration of the execution or r a t i f i c a t i o n by the other working interest 
owners of the Unit Agreement and Unit Operating Agreement each dated A p r i l 1, 1962, 
f o r the development and operation of the Jalmat F i e l d Yates Sand Unit, Lea County, 
New Mexico, a copy of which Unit Agreement i s recorded i n Book 185 at Page 106 
of the Records of Lea County, New Mexico, reference t o which 1B here made f o r a l l 
purposes, and a copy of which Unit Agreement and Unit Operating Agreement have been 
furnished the undersigned owners of leasehold or working i n t e r e s t or other interests 
i n production covered by Said Unit Agreement hereby severally, each to the extent of 
i t s p a r t i c u l a r ownership or i n t e r e s t , consent to the inclusion of said land w i t h i n the 
Unit Area defined i n the above mentioned Unit Agreementj r a t i f y , approve and adopt the 
terms c f the said Unit Agreement and said Unit Operating Agreement as f u l l y as though 
the undersigned had executed the o r i g i n a l Agreementsj agree that the terms of any lease 
or contract given by the undersigned or under which the undersigned claims an interest 
herein i s extended and modified to the extent necessary to make the same conform to the 
terms cf said Unit Agreementj agree that the d r i l l i n g and development requirements of 
a l l leases and other contracts i n which i t s several r i g h t s and interests are created 
or defined s h a l l be deemed f u l l y performed by the performance of the provisions of 
said Unit Agreement and Unit Operating Agreementj and agree that costs Bhall be a l l o 
cated e,nd paid as provided i n said Unit Operating Agreement. 

This consent, r a t i f i c a t i o n and joinder may be executed i n any number of counter
parts end each executed counterpart hereof s h a l l have the same force and e f f e c t as to 
the party executing the same as i f each and every party signing a counterpart hereof 
had signed the Unit Agreement and Unit Operating Agreement and by the execution hereof 
the undersigned does hereby acknowledge the incorporation hereof by reference of a l l of 
the terms and provisions of said Unit Agreement and Unit Operating Agreement and does 
hereby agree to a l l of such terms and provisions. 

EXECUTED t h i s the 2 0 t h day of A p r i l f 1962. 

ATTEST: DIXILYN CORPORATION 

S e c r e t a r y 
e s i d e n t 

Address: Box 3427, Qr / / / sa , Texas 

STATE OF gXXASX ) 
) ss 

County of XKXKK ) 

Before me, the undersigned, a Notary Public,, i n and f o r said County and State, 
on t h i s iStitw^x day of fljTiffS&x f 1962 } personally appeared 

Xya '£xK«Kin;ry;:.;Iyx , to me known to be the i d e n t i c a l 
person who executed the w i t h i n and foregoing instrument, and acknowledged to me that 
he (x&a^, ^fttiay:) executed the same ae hi6 (hKf}:, ( t h e i r ) free and voluntary act and 
deed f o r the uses and purposes therein set f o r t h . 

Given under my hand and seal of o f f i c e the day and year l a s t above w r i t t e n . 

My commission expires: 

STATE OF T i V v ^ 

County of JECTOfi 

Before me, the undersigned authority, on t h i s day personally appeared 
M» 0. P o r i n g , J r . , President of 
DIXILYN COUPOUAT ION > a corporation, and that he having 

be'sn (J-jl"7"authorized by the Board of Directors of said corporation, executed the same 
as his free and voluntary act and deed, and as the free and voluntary act and deed of 
ouch corporation, f o r the purposes and consideration therein expressed, and i n the 
capacity therein stated. 

Given under my hand and seal of o f f i c e at Odessa, Texas f t h i s 
the 2 0 t h day of A p r i l , A.D., 19 02. 

My coo.-ni ss i on oxpi res ; 

6/1/GJ I^xy..jjL__ox^ 
~ M.-.l l h i l . l i " 

Ector County, Texas 

Notary Public 



CONSENT, lUniMCATIOH AND JOINDER 
TO UNIT AGREEMENT AMD UNIT OPERAOTTO AGREEMENT 

FOR THE DEVELOPMENT ARB OPERATION OF THE 
JALMAT FIELD YATES BAND UNIT 

LEA COUNTY, REV MEXICO 

KNOW ALL MEN BI THESE PRESENTS! 

In consideration of the execution or ratification by the other working interest 
owners of the Unit Agreement and Unit Operating Agreement each dated April JL, 19oj2, 
for the development and operation of the Jalmat Field Yates Sand Unit, Lea County, 
Haw Mexico, a copy of vhich Unit Agreement is recorded ln Book I85 at Page lffi 
of the Records of Lea County, Key Mexico, reference to vhich is here made for all 
purposes, and a copy of vhich Unit Agreement and Unit Operating Agreement hair* been 
furnished the undersigned owners of leasehold or working Interest or other Interest* 
in production covered by said Unit Agreement hereby severally, each to the extent of 
its particular ownership or interest, consent to the inclusion of said land within the 
Unit Area defined in the above mentioned Unit Agreementj ratify, approve and adopt th* 
terms of the said Unit Agreement and said Unit Operating Agreement as fully as though 
th* undersigned had executed the original Agreements) agree that the terms of any leas* 
or contract given by the undersigned or under which the undersigned claims an interest 
herein is extended and modified to the extent necessary to make the same conform to th* 
terms of said Unit Agreementj agree that the drilling and development requirements of 
all leases and other contracts in which its several rights and interests are created 
or defined shall be deemed fully performed by the performance of the provisions of 
said Unit Agreement and Unit Operating Agreementj and agree that .costs shall be allo
cated and paid as provided in said Unit Operating Agreement. 

This consent, ratification and Joinder may be executed ln any number of .counter
parts and each executed counterpart hereof shall have the same force and effect a* to 
the party executing the same as if each and every party signing a counterpart hereof 
had signed the Unit Agreement and Unit Operating Agreement and by the execution hereof 
the 'Undersigned does hereby 
the terms and provisions of 
hereby agree to a l l of such 

EXECUTED this the 

acknowledge the incorporation hereof by reference of a l l of 
said Unit Agreement and Unit Operating Agreement and doe* 
terms and provisions. 

JJL day of May 1962. 

J 
Assistant Secretary Attorney In Fact 

Addreeej PoBt Office Box 1938 

Roswell. New Mexico 

STATE OF ) 
1 SB 

'County of ) 

Before me, 'the undersigned, a notary Public, in and for said County and State, 
on this day of , 19 'personally appeared 

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

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

My commission expires: 

Rotary Public 

STATE OF NEW MEXICO j 
j BS 

County of CHAVES 

Before me, the undersigned authority, on this day personally appeared 
W. A. Shellshear, Attorney in Fact KKKKKKiBocKkmejIK of 

"Suit O i l Corporation a corporation, and 'that ihe 'having 
been duly authorized by the Board of Directors of said corporation, executed t*he same 
as his free and voluntary act and deed, and aB the free and voluntary act and deed of 
such corporation, for the purposes and consideration therein expressed, and iln the 
capacity ttmereln stated. 

Gtvejuunder my hand end seal • of office at loswell . Mey Mexico -J thie 
the / / ^ d a y - o f May A.P.. 1962 • 



CONG HIT, RATIFICATION AND JOINDER 
TO UNIT AGREEMENT AND UNIT OPERATING AGREEMENT 

EOR TH1C DEVELOPMENT AND OPERATION OF THE 
JALMAT FIELD YATES SAND UNIT 

LEA COUNTY, NEW MEXICO 

KNOW AIL MEN BY THESE PRESENTS: 

In conBideration of the execution or r a t i f i c a t i o n by the other working interest 
owners of the Unit Agreement and Unit Operating Agreement each dated A p r i l 1, 1962, 
f o r the development and operation of the Jalmat F i e l d YateB Sand Unit, Lea County, 
New Mexico, a copy of which Unit Agreement i s recorded i n Book at Page 
of the Records of Lea County, New Mexico, reference t o which i s here made f o r a l l 
purposes, and a copy of which Unit Agreement and Unit Operating Agreement have been 
furnished the undersigned owners of leasehold or working interest or other interests 
i n production covered by said Unit Agreement hereby severally, each to the extent of 
i t s p a r t i c u l a r ownership or i n t e r e s t , consent t o the Inclusion of said land w i t h i n the 
Unit Area defined i n the above mentioned Unit Agreement; r a t i f y , approve and adopt the 
terms of the said Unit Agreement and said Unit Operating Agreement as f u l l y as though 
the undersigned had executed the o r i g i n a l Agreements] agree that the terms of any lease 
or contract given by the undersigned or under which the undersigned claimB an interest 
herein i s extended and modified, to the extent necessary to make the same conform t o the 
terms of said Unit Agreementj agree that the d r i l l i n g and development requirements of 
a l l leases and other contracts i n which i t s several r i g h t s and interests are created 
or defined s h a l l be deemed f u l l y performed by the performance of the provisions of 
said Unit Agreement and Unit Operating Agreement; and agree that costs s h a l l be a l l o 
cated e.nd paid as provided i n said Unit Operating Agreement. 

This consent, r a t i f i c a t i o n and joinder may be executed i n any number of counter
parts e.nd each executed counterpart hereof s h a l l have the same force and effe c t as to 
the party executing the same as i f each and every party signing a counterpart hereof 
had signed the Unit Agreement and Unit Operating Agreement and by the execution hereof 
the undersigned does hereby acknowledge the incorporation hereof by reference of a l l of 
the terms and provisions of said Unit Agreement and Unit Operating Agreement and does 
hereby agree t o a l l of such terms and provisions. 

EXECUTED this the 

Aoproved as 
ATTEST: ^™ 

Form ; | y./ 
ACCtg// / 

day of May , 1962. 

TEXACO Inc. 

Address 

Midland, Texas 

STATE OF _ 

County of 

Before me, the undersigned, a Notary Public, i n and fo r said County and State, 
on t h i s day of , 19 , personally appeared 

, to me known to be the i d e n t i c a l 
person who executed the w i t h i n and foregoing instrument, and acknowledged to me that 
he (she), (they) executed the same as his ( h e r ) , ( t h e i r ) free and voluntary act and 
deed f o r the uses and purposes therein set f o r t h . 

Given under my hand and seal of o f f i c e the day and year l a s t above w r i t t e n . 

My commission expires: 

Notary Public 

STATE OF TEXAS 

County of , MIDLAND. 

Before me, the undersJgned authority, on t h i s day personally appeared 

, ;p.f*>«»4o+i4,-cw- Attorney-in-Fact 
for TEXACO Inc. , a corporation, and that he having 

been" duly uu tnorTze'I hy the Board of Di rec tors of said corporation, executed the same 
a:: his free e.nd voluntary act and deed, and uo the free and voluntary act and deed of 
sue;/ corporation, f o r the purposes and consideration therein expressed, and i n the 
eepee.i ty therein stated. 

0"veu under my hand and seal of o f f i c e at 
the 2 5 t h day of ' May , A.D., 1901 

M i d l a n d , Texas , this 

My eoo'ii i i on expi res ; 

June 1, 3963 



STATE OF j 

County of ) 

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

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

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

My commission expires: 
Notary Public 

STATE OF ) 

County of ) 

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

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

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

My commission expires: 
Notary Public 

STATE OF ) 
) BS. 

County of ) 

Before rae, the undersigned, a Notary Public, in and for said County and 
State, on thiB day of , 1<? , personally appeared 

, to me known to be the identical person who executed the 
within und foregoing instrument, and acknowledged to me that he executed the same 
as hiB free and voluntary act and deed for the uses and purposes therein Bet forth. 

Oiven under my hand and «eal of office the day and year laBt above written. 

My commlnnlon explran: 



STATE OF 

County of 
BP . 

Before me, the underoigned, a Notary Public, In and for eald County and 
State, on this day of , 19 , personally appeared 

, to me known to be the identical pereon who executed the 
within and foregoing instrument, and acknowledged to me that he executed the Bame 
aB his free and voluntary act and deed for the uses and purposes therein set forth. 

Oiven under my hand and Beal of office the day and year last above written. 

My commission expires; 
Notary Public 

STATE OF ) 
) BB, 

County of ) 

Before me, the undersigned, a Notary Public, in and for said County and 
State, on this day of , 19 , personally appeared 

, to me known to be the identical person who executed the 
within and foregoing instrument, and acknowledged to me that he executed the same 
as his free and voluntary act and deed for the uses and purposes therein set forth. 

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

My commission expires: 
Notary Public 

STATE OF ) 
) BB. 

County of ) 

Before me, the undersigned, a Notary Public, in and for said County and 
State, on this day of , 19 , personally appeared 

__, to me known to be the identical' perBon who executed the 
within and foregoing instrument, and acknowledged to me that he executed the same 
as his free end voluntary act and deed for the uses and purposes therein set forth. 

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

My commission expiree: 
Notary Public 



Tract 
No. 

1 

2 

3 

k 

5 

6 

7 

8 

9 

10 

l l 

12 

EXHIBIT C 
TO 

UNIT OPERATING AGREEMENT 
JALMAT FIELD YATES SAND UNIT 

LEA COUNTY, NEW MEXICO 
TRACT WORKING INTEREST OWNERSHIP AND 

WORKING INTEREST OWNERS UNIT PARTICIPATION PERCENTAGE 

Working Interest Owner 

Carperr D r i l l i n g Company, Inc. 

Dixilyn Corporation* 

Dixilyn Corporation* 

Aztec Oil & Gas Company 

Amerada Petroleum Corporation 

The British-American Oil 
Producing Company 

Carper D r i l l i n g Company, Inc. 

Texaco, Inc. 

The British-American Oil 
Producing Company 

The British-American Oil 
Producing Company 

Gulf Oil Corporation 

The British-American Oil 
Producing Company 

Working Interest Owner 
Percentage of 

Tract Ownership 

100.00000 

100.00000* 

100.00000* 

100.00000 

100.00000 

100.00000 

100.00000 

100.00000 

100.00000 

100.00000 

100.00000 

100.00000 

Unit 
Participation Percentage 
Primary 

3.36558 

0.52222 

2.71190 

0.75019 

2.77286 

26.36584 

2.59299 

4.8U927 

22.77251 

5.93640 

22.91078 

k.kk9k6 

Secondary 

2.19̂ 15 

0.61222 

2.10605 

1.17730 

2.56859 

28.88651 

3.52852 

5.57382 

26.7^397 

3-7^621 

16.761*95 

6.09771 

100.00000 100.00000 

*SubJect to carried interest of undivided 25$ owned by John F. Younger et ux, to become 
effective when captioned lands reach payout status. 



EXHIBIT C 
SUMMARY 

WORKING INTEREST OWNERS UNIT PARTICIPATION PERCENTAGE 
4-1-62 

Unit 

Working Interest Owner 
Tract 
No. 

Participation Percentage 
Primary .Secondary 

Amerada Petroleum Corporation 5 2.77286 2.56859 

Aztec Oil & Gas Company 4 0.75019 1.17730 

The British-American Oil 
Producing Company 

6 
9 
10 
12 

26.36584 
22.77251 
5.93640 
4.44946 
59-52421 

28.88651 
26.74397 
3.74621 
,6.0?771 
65.47^0 

Carper Drilling Company, Inc. 1 
7 

3.36558 
2-592?? 
5.95057 

2.19415 
3.52852 
$.72267 

Dixilyn Corporation 2 
3 

0.52222 
2.71190 
3.23̂ 12 

0.61222 
2.10605 
2.71827 

Gulf Oil Corporation 11 22.91078 16.76495 

Texaco, Inc. 8 4.84927 5.57382 

100.00000 100.00000 



E X H I B I T , 4 D 

Attnchod to and made a part of Un.it...Pj>erating Agreement.... 
for the JaLmat F ield__ Ya t e s.Sand Unit 

Lea_Countyj New Mexicp 

A C C O U N T I N G P R O C E D U R E 
(UNIT AND JOINT L E A S E OPERATIONS) 

I . GENERAL PROVISIONS 
1. Definitions 

" Jo i n t p r o p e r t y " is herein used iha l l be construed to mean the tubject area covered by the agreement to wh i ch t h i l " A c c o u n t i n g Procedure" i t at

tached, 

" O p e r a t o r " at herein uscJ i ha l l be construct! to mean the par ty designated to conduct the development and operation of the tubject area for the 

jo in t account of the part iet hereto, 

" N o n - O p e r a t o r " ai herein used shall be 'construed to mean any one or marc of the non-operat ing part iet, 

2. Statements nnd Billings 
Operator shall b i l l Non -Ope ra to r on or before the last day o f each m o n t h for its proport ionate share of cost i and expendi ture! du r ing the preced

ing m o n t h . Such bi l ls w i l l be accompanied by statements, re f lec t ing the tota l c o i n i n d chargci aa set f o r t h under Subparagraph .....A below: 

A . Statement in detai l o f all charges and credits to the jo in t account, 

B. Statement of all charges and credits to the jo in t account, summarized by appropriate classifications indicat ive o f the nature thereof. 

C. Statements as fo l lows) 

( 1 ) Detai led statement o f material o rd ina r i l y considered contro l lab le by operators o f o i l and gas propert ies; 

( 2 ) Statement of o rd inary charges and credits to the jo int account summarized by appropriate classifications in l icative of the nature thereof ; 

and ' 

( ) ) Detai led statement o f any other charges and credits. 

3. Payments by Non-Operator 
Each par ly shall pay its p ropor t ion o f alt such bi l ls w i t h i n f i f teen ( I T ) days af ter receipt thereof. I f payment is not made w i t h i n tuch t ime, the 

unpaid balance shall bear interest at the rate of six per cent ((S%) per annum u n t i l paid. 

4. Adjustments 
Payment o f any such bi l ls shall not prejudice the r igh t o f Non -Opera to r to protest or question the correctness thereof. Subject to the exception 

noted in Paragraph 1 of this section I, all statements rendered to Non-Opera to r by Operator du r i ng any calendar year shall conclusively be presumed 

to be t rue and correct af ter t w e n t y - f o u r ( 2 4 ) months fo l l ow ing the end o f any such calendar year, unless w i t h i n the said t w e n t y - f o u r ( 2 4 ) mon th 

period Non -Opc ra i o r takes w r i t t e n exception thereto and makes c la im on Operator for ad justment . Fai lure on the part o f Non-Opera to r to make 

c la im on Operator for adjustment w i t h i n such period shall establish the correctness thereof and preclude the f i l i n g o f exceptions thereto or mak ing 

of claims for adjustment thereon. The provisions of this paragraph shall not prevent adjustments result ing f r o m physical inventory of property as 

prov ided fo r in Section V I , Inventor ies, hereof. 

5. Audits 
A Non-Opera to r , upon notice in w r i t i n g to Opera tor and all other Non-Opera to rs , shall have the r i gh t to audit Operator 's accounts and records 

re lat ing to the account ing hereunder for any calendar year w i t h i n the t w e n t y - f o u r ( ; !4) m o n t h period f o l l ow ing the end of such calendar year, p ro 

v ided, however, that Non -Opera to r must take w r i t t e n exception to and make c la im upon the Operator fo r al l discrepancies disclosed by said 

audit w i t h i n said t w e n t y - f o u r ( 2 4 ) m o n t h per iod. Where there are t w o or more Non-Opera tors , the Non-Opera tors shall make every reasonable 

e f f o r t to conduct jo in t or simultaneous audits in a manner wh i ch w i l l result in a m i n i m u m of inconvenience to the Operator . 

II. DEVELOPMENT AND OPERATING CHARGES 

Subjecl to limitations hereinafter 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 j o in t account ; royalt ies, when not paid d i rec t ly to roya l ty owners by the 

purchaser of the o i l , gas, casinghead gas, or other products. 

2. Labor 
A . Salaries and wages o f Operator 's employees d i rec t l y encaged on the jo int p roper ty in the development, maintenance, and operation thereof, 

i nc lud ing salaries or wages paid to geologists and other employees w h o arc temporar i l y assigned to and d i rec t l y employed on a d r i l l i ng we l l . 

B. Operator 's cose 'o f ho l iday, vacat ion, sickness and disabi l i ty benef i ts, and other customary allowances applicable to the salaries and wages charge

able under Subparagraph 2 A and Paragraph I I o f this Section I I . Costs under this Subparagraph 2 B may be charged on a " w h e n and as 

paid bas i l " or by "percentage assessment" on the amount of salaries and wages chargeable under Subparagraph 2 A and Paragraph 11 of this 

Section I I . I f p e r c e n t a l assessment is used, the rate shall be based on the Operator 's cost experience. 

C. Costs of expenditures or con t r ibu t ions made pursuant to assessments imposed by governmenta l au tho r i t y wh i ch are applicable to Operator 's labor 

cost o f i l l a r i c i and wages as prov ided under Subparagraphs 2 A , 2 B, and Paragraph I I o f this Section I I . 

3. Employee Benefits 
Operator 's cur rent cost o f established plans for employees' g roup l i fe insurance, hospi ta l izat ion, pension, re t i rement , stock purchase, t h r i f t , bonus, 

and other bcncf i i plans of a l ike nature, applicable to Operator 's labor cost, provided that the to ta l o f t uch charges shall not exceed ten per cent 

( 1 0 % ) of Operator 's labor costs as provided in Subparagraphs A and I) o f Paragraph 2 o f this Section 11 and in Paragraph I I o f this Section I I . 

4. Material 
Mater ia l , equipment , anil supplies purchased or furn ished by Operator fo r use of the jo in t p roper ty . So far as i t is reasonably pract ical and con

sistent w i t h e f f i c ien t and economical operat ion, on ly such mater ial shal l be purchased for or t ransferred to the jo in t proper ty as may be required for 

immediate use; and (he accumulat ion of surplus stocks shall be avoided. 

5. Transportation j 
Transpor ta t ion o f employers, equipment , mater ia l , and supplies necessary for the development, maintenance, and operat ion of the jo in t p roper ty 

tub jec t to the f o l l ow ing l im i ta t i ons : , 

A . I f mater ia l is moved to the jo in t p roper ty f r o m vendor's or f r o m the Opera to r 1 ! warehouse or other properties, no charge shall be made to the 

jo in t account for a distance greater than the distance f r o m ihc nearest reliable supply store or ra i lway receiving po in t where such material i l 

available, except hy special ai;reemcnt w i t h Non-Opera to r . 



IV If surplus nutrri.i l is moved In Operator's warehouse or other storage point, no charge sh.ill he mule to the joint account for < distance greater 

than the rl•st.inre from ihc nearest reliable supply store or railway rrccivinK point, except hy special agreement with Non-Operator, No charge 

shall be mule to the joint account for moving material to oilier properties belonging to Operator, except by special agreement with Non-Operator. 

6. Service 
A, Outside Services: 

"Ihe cost ot contract services and utilities prncured from outside sources. 
B. Use of Operator's F.qulpmcnt and facilities: 

Use of and service by Operator's exclusively owned equipment and facilities is provided in Paragraph I of Section I I I entitled "Operator'i Ex-
clusively Owned Facilities." 

7. Damages and Losses to Joint Property and Equipment 
All costs or expenses necessary to replace or repair damages or losses incurred by fire, flood, storm, theft, accident, or any other cause not con
trollable by Operator through the exercise of reasonable diligence. Operator shall furnish Non-Operator written notice of damages or losses In
curred as soon as practicable after report of the same has been received by Operator. 

8. Litigation Expense 
All costs and expenses of litigation, or legal services otherwise necessary or expedient for the protection of the joint intert i l l , including i t to rn iy i ' 
fees and expenses as hereinafter provided, together with all judgments obtained against the parties or any of them on account of the Joint operation! 
under this agreement, and 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 th i i agreement. 

A. I f a majoriiy of the interests hereunder shall so agree, actions or claims affecting the joint interests hereunder may be handled by the legal 
staff of one or more of the parties hereto; and a charge commensurate with cost of providing and furnishing such lervicei rendered may be 
made agaimt the joint account| but no melt charge shall be made until approved by the legal departments of or attorneys for the respective 
parties hereto. 

B. Feet ind expenses of outside attorneys shall not be charged to the joint account unlesi authorized by the majority of the Intereiti hereunder. 

0. Taxes 
Al l taxes of every kind and nature assessed or levied upon or in connection with the properties which are the subject of this agreement, the produc
tion therefrom or the operation thereof, and which taxes have been paid by the Operator for the benefit of the parties hereto. 

10. Insurance and Claims 
A. Premiums paid for insurance required to be carried /or the benefit of the joint account, together with all expenditures incurred and paid In 

settlement of any and all losses, claims, damages, judgments, and other expenses, including legal services, not recovered from insurance carrier. 

B. I f no insurance is required to be carried, all actual expenditures incurred and paid by Operator in settlement of any and all losses, claims, dam
ages, judgments, and any other expenses, including legal services, shall be charged to the joint account. 

11. District and Camp Expense (Field Supervision and Camp Expense) 
periinw of the Mla. in and eiipemes of Operator'.! produeiiuu supti imti idtnt and other employees serving the joint property 

nl ihT Opini ini jn ihji operating area, whose time is not allocated directly to the properties, and - p»7 p ' \ ' " ' the cost o 
laintaining and operating a | ,1m null i i f fn i l|| n as Operator's ^ ^ " y r l C T > 

ffice located at or near u ., M i (or a comparable office if location changed), an 

eccssary suboffices ( i f any), rrfaintaincd for the i i |n i nf illi ilium i l i n l l l i n l nffirc,, " " I ' I I necessary camps, including housing facilities fo 

i mployees if required, used in ••"nil'ii I " I iM " I ' l l n i on the joint property and other piii|n i l l l f nii i i in J in I In same locality. The expens 
f, less any I i lln n I n ilnn i should be inclusive of depreciation or a fair monthly rental In lieu of A * f 1 " 1 inY«.»~««» Sue 

111u11ia11e j li? all pwiptn i t j j t r n d sur winit si|uii«lik buji) leuii i i t tnl with Opi iMur ' i mount ing prae 

The printed provisions of this subsection having been deleted, i t i s agreed that i n 
l i e u thereof, the Services of Operator's Southwestern Dis t r ic t production of f ice 
located at Midland, Texas (or a comparable o f f i ce i f location changed) and necessary 
suboffices shall be charged for at the rate of Forty Two Dollars ($42.00) per month 
for each producing wel l , in ject ion well and water supply wel l ; and at the rate of 
Two Hundred Ninety Four Dollars ($294.00) per month fo r each d r i l l i n g well and well 
being worked over with d r i l l i n g tools, provided that these rates may be amended from 
time to time by agreement between Operator and Non-Operators i f , after a reasonable 
length of time, they are found to be insuf f ic ien t or excessive. 

12. Administrative Overhead 
Operator shall have the right to assess against the joint property covered hereby the following management and administrative overhead charge!, 

which shall be in lieu of all expenses of all offices of the Operator not covered by Section I I , Paragraph t l , above, including aalaries and expenses 

of personnel assigned to such offices, except that salaries of geologists and other employees of Operator who are temporarily assigned to and directly 

serving on the joint property wil l be charged as provided in Section I I , Paragraph 2, above. Salaries and expensei of other technical employees as

signed to tuch offices will be considered as covered by overhead charges in this paragraph unless charges for such salaries and expenses are agreed 

upon between Operator and Non-Operator as a direct charge to the joint property. 

WELL BASIS (Rate Per Well Per Month) 

PRODUCING WELL RATE 
DRILLING WELL (Use Completion Depth) 

RATE — ~ 
All Weill 

Well Depth each W. l l Ural rive Next flvo O w ' Ten 

Less than 8000' $200.00 $50.00 ^0 .00 $3.Q.,..QQ.. 

A. Overhead charges for dril l ing wells thall begin on the date each well is spudded and terminate when it is on production or is plugged, «l the 

case may be, except that no charge thall be made during the suspension of drilling operations for fifteen ( I I ) or more consecutive days. 

B. In connection with overhead charges, the status of wells shall be as follows! 

(1) Injection wells for recovery operations, such as for repressurc or water flood, th i l l be Included in the overhead schedule the lame ai produc

ing oil wells. 

(2) Water supply wells utilized for water flooding operations shall be included In the Overhead ichedule the same as producing oil wells. 

( } ) Producing gas wells shall be included in the overhead schedule the lame as producing oil welli. 



( 4 ) Wells permanent ly shut down Inn on wh ich plugging operations arc deferred shall be dropped f r om the overhead schedule at the t ime the 

shutdown is effected. Vi'licn such ssells arc plugged, overhead shall be charged at the producing wel l rate dur ing the t ime required for the 

plugging operat ion. 

( ! ) Wells being plugged bach, dr i l led deeper, or converted to a source or input well shall be included in the overhead schedule the same ss d r i l l 

ing wells. 

( « ) Temporar i l y shu t -down wells (other than by governmental regulatory body ) wh i ch are not produced or worked upon for a period of a f u l l 

calendar mon th shall not be included in the overhead schedule; however, wells shut in by governmental regulatory body shall be included 

in the overhead schedule on ly in the event the allowable p roduc t ion is t ransferred to other wells on the same property. I n the event of a 

un i t al lowable, all wells capable o f produc ing w i l l be counted i n determin ing the overhead charge. 

( 7 ) Wel ls completed in dual or mu l t ip le horizons shall be considered as t w o wells in the producing overhead schedule, 

( I ) Lease salt water disposal wells shall not be included in the overhead schedule unless such wells are used in a secondary recovery program 

on the jo int p roper ty . 

C. The above overhead schedule for producing wells shall be applied to the total number of wells operated under the Operat ing Agreement to wh ich 

th is account ing procedure is attached, irrespective of ind iv idua l leases. 

D. I t is specif ical ly understood that the above overhead rates apply on l y to d r i l l i ng and producing operations and are not intended t o cover the 

const ruct ion oi- operation o f addi t ional faci l i t ies such as, but not l im i ted to, gasoline plants, compressor plants, repressuring projects, salt water 

disposal faci l i t ies, and simi lar instal lat ions. I f at any t ime any o r all o f these become necessary t o the operat ion, a separate agreement w i l l be 

reached re lat ivr to an overhead charge and al location of d is t r ic t expense. 

E. The above specific overhead rates may be amended f r o m t ime to t ime by agreement between Operator and Non-Opera to r i f , i n practice, they are 

f o u n j to be insuf f ic ien t or excessive. 

13. Operator's Fully Owned Warehouse Operating and Maintenance Expense 
(Describe f u l l y the agreed procedure to be fo l lowed by the Opera tor . ) 

None. 

14. Other Expenditures 
A n y expenditure, other than expenditures wh i ch arc covered and dealt w i t h by the foregoing provisions of this Section I I , incur red by the Opera

to r for the necessary and proper development, maintenance, and operat ion of the jo int proper ty . 

I H . BASIS OF CHARGES TO JOINT ACCOUNT 

1. Purchases 
Mater ia l and equipment purchased and service procured shall be charged at price paid by Operator af ter deduct ion of all discounts actual ly received. 

2. Material Furnished by Operator 
Mater ia l required for operations shall be purchased for d i rect charge to jo in t account whenever practicable, except that Operator may furn ish such 

mater ial f r o m Operator 's stocks under the fo l l ow ing condi t ions: 

A . New Mater ial (Cond i t i on " A " ) 

( 1 ) New material t ransferred f r o m Operator 's warehouse or other properties shall be priced f .o.b. the nearest reputable supply store or ra i lway 

receiving point , where such material is available, at cur rent replacement tost o f the same k ind of mater ia l . Th is w i l l include material such 

as tanks, pump ing uni ts , sucker rods, engines, and other major equipment. Tubu la r goods, two - i nch (2 ) and over, shall be priced on car

load basis ef fect ive at date of transfer and f .o.b. ra i lway receiving point nearest the jo in t account operat ion, regardless o f quan t i t y t ransferred. 

( 2 ) O the r material shall be priced on basis of a reputable supply company's preferent ia l price list e f fect ive at date of transfer and f .o.b. the store 

or ra i lway receiving po in t nearest the jo in t account operat ion where tuch mater ia l i t available. 

( ) ) Cash discount shall not be al lowed. 

B, Used Mater ia l (Cond i t i on " B " and " C " ) 

( 1 ) Mater ia l which is in sound and serviceable cond i t i on and is suitable fo r reuse w i t h o u t recondi t ioning i ha l l be classed as Cond i t ion " B " and 

pr iced at seventy- f ive per cent ( 7 1 % ) of new pr ice. 

( 2 ) Mater ia l w h i c h cannot be classified as Cond i t ion " B " but w h i c h , 

(a ) A f t e r recondi t ion ing w i l l be f u r t h e r serviceable for or ig ina l f unc t i on as good secondhand mater ial (Cond i t i on " B " ) , or 

( b ) Is serviceable for or ig ina l f unc t i on b u t substant ial ly not suitable for recondi t ion ing, 

shall be classed as Cond i t i on " C " and pr iced at f i f t y per cent ( 1 0 r / c ) o f new price. 

( J ) Mater ia l wh ich cannot be classified as Cond i t i on " 1 1 " or Cond i t i on " C " shall be pr iced at a value commensurate w i t h its use. 

( 4 ) Tanks , bu i ld ings, and other equipment invo lv ing erection costs shall be charged at applicable percentage o f knocked-down new price. 

3. Premium Prices 
Whenever materials and equipment are not readily obtainable at the customary supply point and at prices specified in Paragraphs I and 2 of this 

Section I I I becausr of nat ional emergencies, strikes or o ther unusual causes over w h i c h the Operator has no con t ro l , the Operator may charge the 

jo in t account for the required materials on the basis of the Operator 's d i rec t cost and expense incur red in p rocur ing such materials, in mak ing i t 

suitable for use, and in mov ing it to the locat ion, prov ided, however, tha t notice in w r i t i n g is furn ished to Non-Opera to r o f the proposed charge pr ior 

t o b i l l i ng (he Non-Opera to r for the material and /o r equipment acquired pursuant t n th is provis ion, whereupon Non-Opera to r shall have the r i g l i t , 

by so electing and n o t i f y i n g Operator w i t h i n 10 days af ter receiving not ice f r o m the Operator , to fu rn ish in k i n d , or in tonnage as the parties may 

agree, at t l ie locat ion, nearest ra i lway receiving po in t , or Operator 's storage po in t w i t h i n a comparable distance, all or part o f his share of material 

and /o r equipment suitable for use and acceptable to the Operator . T ranspor ta t ion costs on any such mater ia l furn ished by Non-Opera to r , at any 

point other than at the locat ion, shall be borne by such Non-Opera to r . I f , pursuant to the provisions of this paragraph, any Non-Opera to r furnishes 

mater ia l a m l / u r equipment in k i n d , the Operator shall make appropr iate credits therefor to the account of said Non-Opera to r , 

4. Warranty of M;tter..<! Furnished hy Operator 
Operator Joes not warrant the mater ia l fu rn ished beyond or back of the dealer's or manufacturer 's gua ran ty ; and in case of defective mater ia l , cred

i t shall not be paiseJ u n t i l adjustment has been received by Operator f r o m the manufacturers or thei r agents. 

5. Operator's Exclusively Owned Facilities 
The fo l l ow ing rates shall apply to service rendered to the jo int account by faci l i t ies owned exclusively by Opera tor : 

A . Wate r , fue l , power, compressor and other aux i l ia ry services at rates commensurate w i t h cost of provisl ing and fu rn ish ing such service to the 

jo int account hut not c u n n l i n g rates c u r r e n t l y prevai l ing in the f i e ld where I he jo int p roper ty is located, 



I I . Au tomot ive equipment .11 rales commensurate ssith <<isi nf ownership ,sn<l operat ion. Sucli rates should neutral ly be in line w i t h tlie schedule of 

rues .id.ipn-d In the Petroleum Motor Transport Association, or souse other recognized organizat ion, as recommended u n i f o r m charges against 

joint account op, 1 ai ions and revised f r om time 10 t ime. Au tomot i ve rates shall include enst of o i l , gas, repairs, insurance, and other operating 

expense anil depreciat ion; ami charges shall he based nn use in actual service on , or in connection w i t h , the jo int account operations. T r u c k 

and t rac tor rates may include wages and espenses of dr iver. 

C. A fair rate sliall he charged for the use of t l r i l l i ng anil cleaning-nut tools and any other items of Operator 's f u l l y owned machinery or equip

ment wh ich shall be ample to cover maintenance, repairs, depreciat ion, and the service furnished the jo in t p roper ty ; provided that such charges 

shall not cxcccsl those cu r ren t l y prevai l ing in the f ield where the jo int proper ty is located. Pul l ing uni ts shall be charged at hour ly rates com

mensurate w i t h ihe cost of ownership and operat ion, wh ich shall inc lude repairs and maintenance, operating supplies, insurance, depreciation, and 

taxes. Pul l ing uni t rates may include wages and expenses of the operator. 

D. A fa i r rate shall be charged for laboratory services per formed by Operator for the benefit n f the jo int account, tuch as gas, water, core, and any 

other analyses and tests; provided such charges shall not exceed those cu r ren t l y prevai l ing i f performed by outside service laboratories. 

P.. Whenever requeued, Operator shall i n f o r m Non-Opera to r in advance of the rates i t proposes to charge. 

I ' . Rates sliall be revised and adjusted f r o m l ime to t ime when found t o be either excessive or insuf f i c ien t . 

IV. DISPOSAL OF L E A S E EQUIPMENT AND MATERIAL 
The Operator shall he under no obl igat ion to purchase interest of Non-Opera to r in surplus new or secondhand mater ial , The disposition of major 

items of surplus mater ia l , such as derr icks, tanks, engines, pumping un i t s , and tubu la r goods, shall be subject to mu tua l determinat ion by the parties 

hereto; provided Operator shall have the r igh t to dispose of normal accumulat ions of j u n k and scrap material either by transfer or sale f r o m the 

jo in t proper ty . 

1. Material Purchased by the Operator or Non-Operator 
Mater ia l purchased by cither the Operator or Non-Opera to r shall be credi ted by the Operator to the jo in t account fo r the mon th In wh i ch the 

material is removed by the purchaser. 

2. Division In Kind 
Div is ion of material in k i n d , i f made between Operator and Non-Opera to r , shall be in p ropor t ion to thei r respective interests in such mater ial . Each 

par ty w i l l thereupon be charged ind iv idua l l y w i t h the value of the mater ia l received or receivable by each par ty , and corresponding credits w i l l be 

made by the Operator to the jo in t account. Such credits shall appear in the m o n t h l y statement of operations. 

3. Sales to Outsiders 
Sales to outsiders o l material f r o m the jo in t proper ty shall be credi ted by Operator to the jo int account at the net amount collected by Operator 

f r o m vendee. A n y claims by vendee for defective material or otherwise shall be charged back to the jo in t account i f and when paid by Operator. 

V. DASIS 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 fo l l ow ing paragraphs shall base the same meaning and appl icat ion as that used above in Section I I I , "Basis o f Charges to 

Jo int A c c o u n t . " 

2. New Material 
New mater ial (Cond i t i on " A " ) , being new material procured for the j o in t account bu t never used thereon, at one hundred per cent ( 1 0 0 % ) of cur 

rent new price (plus sales tax i f a n y ) . 

3. Good Used Material 
Good used material (Cond i t i on " B " ) , being used material in sound and serviceable cond i t i on , suitable for reuse w i t h o u t recondi t ion ing; 

A . A t seventy-f ive per cent ( 7 ( % ) of cur rent new price i f material was charged to jo in t account as new, or 

B. A t s ix ty - f i ve per cent ( < ) % ) o f cur ren t new price i f mater ia l was o r ig ina l l y charged to the j o in t p roper ty as Secondhand at seventy-f ive per 

cent ( 7 J % ) of new price. 

4. Other Used Material 
Used material (Cond i t i on " C " ) , at f i f t y per cent ( ( 0 % ) of cur ren t new pr ice, being used material w h i c h ; 

A . A f t e r recondi t ion ing w i l l be f u r t he r serviceable fo r or ig ina l f u n c t i o n as good secondhand mater ia l (Cond i t i on " B " ) , or 

B. Is serviceable for or ig inal f unc t i on bu t substant ial ly not suitable for recondi t ion ing. 

5. Bad-Order Material 
Mater ia l and equipment (Cond i t i on " D " ) , wh i ch is no longer usable fo r its or ig inal purpose w i t h o u t excessive repair cost but is f u r t he r usable for 

tome other purpose, shall be priced on a basis comparable w i t h that o f itema norma l l y used fo r that purpose, 

6. Junk 
Junk (Cond i t i on " . . ' . " ) , being obsolete and scrap mater ia l , at prevai l ing prices. 

7. Temporarily Used Material 
W h e n the use of material is temporary and its service to the jo int account docs not j us t i f y the reduct ion in price as provided in Paragraph ) B, 

above, such material shall be priced on a basis tha t w i l l leave a net charge to the joint, account consistent w i t h the value o f the service rendered. 

VI. INVENTORIES 

1. Periodic Inventories, Notice and Representation 
A t reasonable intervals, inventories shall be taken by Operator of the j o in t account mater ia l , w h i c h shall inc lude all such material as is o rd inar i l y 

considered contro l lab le by operators of oi l and gas properties, 

W r i t t e n notice of in ten t ion to take inven to ry shall be given by Opera tor at least t h i r t y ( ) 0 ) days before any inven to ry is to begin to that N o n -

Opera tor may be represented when any inven to ry is taken. 

Fai lure o f Non-Opera to r 10 be represented at an inven to ry shall b ind Non-Opera to r to accept the inven to ry taken by Operator , who shall i n tha t 

event fu rn ish Non-Opera to r w i t h a copy thereof. 

2. Reconciliation ai<>l Adjustment of Inventories 
Reconci l ia t ion o f i nven to ry w i t h charges to the jo in t account shall be made by each pa r l y at interest, and a l ist o f overages and shortages tha l l be 

j o i n t l y determined by Operator and Non-Opera to r . 

I nven to ry adjustments shall be made by Operator w i t h the jo in t account for overages and shortages, but Operator shall be held accountable to N o n -

Operator on ly for shortages due to lack of reasonable di l igence. 

3. Special Inventories 
Special inventories niay be taken, at the expense of the purchaser, whenever there is any sale or change of interest in the jo in t p rope r t y ; and i t shall 

be the d u t y of the par ty selling to n o t i f y all other parties hereto as q u i c k l y as possible af ter the t ransfer o f interest takes place. I n tuch cases, bo th 

the seller anil ttic purchaser shall be represented and shall be governed by the i nven to ry so taken. 



EXHIBIT "E" 
TO 

UNIT OPERATING AGREEMENT 
JALMAT FIELD YATES SAND UNIT 

LEA COUNTY, NEW MEXICO 

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

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

(2) Automobile Public Liability Insurance with limits, ( l ) as 
to Bodily Injury of not less than one hundred thousand 
dollars ($100,000.00) for each person and not less than 
three hundred thousand dollars ($300,000.00) for each 
accident, and (2) as to property damage of not lesB than 
one hundred thousand dollars ($100,000.00) for each acci
dent. 

The premiums for a l l Buch insurance shall be charged to the Joint account, 
except that in respect of operator's fu l l y owned automotive equipment used 
in connection with the joint operations, applicable premiums shall not be 
charged specifically to the Joint account. I t is understood and agreed 
that Operator shall not carry insurance covering loss by f i r e , windstorm, 
explosion, or tornado or any other insurance for the Joint account except 
as may be decided by the parties hereto according to the requirements of 
Paragraph If.3 hereof. I t is also understood and agreed that the insurance 
coverage stated herein may be revised as decided by the parties hereto 
according to the requirements of Paragraph k.3 hereof. 


