
Docket No. ±9-68 

DOCKET: EXAMINER HEARING - WEDNESDAY - JUNE 26, 1968 

9 A.M. - OIL CONSERVATION COMMISSION CONFERENCE ROOM, 
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO 

The f o l l o w i n g cases w i l l be heard before E l v i s A. Utz, Examiner, 
or A. L. Por t e r , Jr„, A l t e r n a t e Examiner: 

CASE 3788: A p p l i c a t i o n o f Texaco Inc. f o r a w a t e r f l o o d p r o j e c t , Lea County, 
New Mexico. A p p l i c a n t , i n the above-styled cause, seeks 
a u t h o r i t y t o i n s t i t u t e a w a t e r f l o o d p r o j e c t by the i n j e c t i o n o f 
water i n t o the Grayburg-San Andres formation through i t s New 
Mexico State "W" NCT-1 Weil No. 1 located i n U n i t 0 o f Section 
13, Township 17 South, Range 34 East, Vacuum (Grayburg-San 
Andres) O i l Pool, Lea County, New Mexico. 

CASE 3789: A p p l i c a t i o n o f Tenneco O i l Company f o r a u n i t agreement. Lea 
County, New Mexico. A p p l i c a n t , i n the above-styled cause, 
seeks approval o f the Mesa Queen U n i t Area comprising 1,040 
acres, more or le s s , o f s t a t e lands i n Township 16 South, Range 
32 East, Mesa-Queen Pool, Lea County, New Mexico. 

CASE 3790: A p p l i c a t i o n o f Tenneco O i l Company f o r a w a t e r f l o o d p r o j e c t , 
Lea County, New Mexico„ A p p l i c a n t , i n the above-styled cause, 
seeks a u t h o r i t y t o i n s t i t u t e a w a t e r f l o o d p r o j e c t i n i t s Mesa 
Queen U n i t Area by the i n j e c t i o n o f water i n t o the Queen forma­
t i o n through 12 w e l l s l o c a t e d i n Sections 16, 17, and 20, Town­
ship 16 South, Range 32 East, Mesa-Queen Pool, Lea County, New 
Mexico. 

CASE 3573 (Reopened): 
I n the matter o f Case 3573 being reopened pursuant t o the 
p r o v i s i o n s o f Order No, R-3240 t o pe r m i t a l l i n t e r e s t e d p a r t i e s 
t o appear and show cause why the temporary r u l e s f o r the South 
Corbin-Strawn O i l Pool, Lea County, New Mexico, which i n c l u d e 
a p r o v i s i o n f o r 160-acre spacing u n i t s and a 4000 t o one gas-
o i l r a t i o l i m i t , should remain i n e f f e c t . 

CASE 3791: A p p l i c a t i o n o f Kewanee O i l Company f o r a u n i t agreement, Eddy 
County, New Mexico, A p p l i c a n t , i n the above-styled cause, 

\ seeks approval o f the Square Lake "12" U n i t Area comprising 
1,360 acres, more or l e s s , o f Federal lands i n Township 17 
South, Ranges 29 and 30 East, Square Lake Pool, Eddy County, 
New Mexico. 

CASE 3792: A p p l i c a t i o n o f Kewanee O i l Company f o r a w a t e r f l o o d p r o j e c t , 
Eddy County, New Mexico. A p p l i c a n t , i n the above-styled cause, 
seeks a u t h o r i t y t o i n s t i t u t e a w a t e r f l o o d p r o j e c t by the 
i n j e c t i o n o f water i n t o the Grayburg formation underlying i t s 
Square Lake "12" U n i t Area through seven w e l l s located i n 
Sections 1 and 12, Township 17 South, Range 29 East, and Sections 
6 and 7, Township 17 South, Range 30 East, Square Lake Pool, 
Eddy County, New Mexico,, 
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CASE 3793; A p p l i c a t i o n o f Gulf O i l Corporation f o r w a i t water d i s p o s a l , 
Eddy County, New Mexico„ A p p l i c a n t , i n the above-styled cause, 
seeks a u t h o r i t y t o dispose o f produced s a l t water i n t o the 
Grayburg formation i n the i n t e r v a l from approximately 3812 feet, 
t o 3900 f e e t i n i t s Keohane "C" Federal Well No, 3 located i n 
U n i t I o f Section 21, Township 18 South, Range 31 East, Shugart 
Yates-Seven Ri ve r s- Q ue e n- G;: ayburg Pool, Eddy County, New Mexico„ 

CASE 3794; A p p l i c a t i o n o f Gulf O i l Corporation f o r s a l t water d i s p o s a l , 
Lea County, New Mexico, A p p l i c a n t , i n the above-styled cause, 
seeks a u t h o r i t y t o dispose o f produced s a l t water i n t o the San 
Andres formation adjacent t o the Eunice-San Andres Pool i n the 
i n t e r v a l from approximately 4100 f e e t t o 4900 f e e t i n the Warren 
Petroleum Corporation Eunice Plant SWD Well No. 1, located 2255 
f e e t from the North l i n e and 908 f e e t from the East l i n e o f 
Section 3, Township 22 South, Range 3 7 East, Lea County, New 
Mexico, 

CASE 3795: A p p l i c a t i o n o f Pan American Petroleum Corporation f o r a pool 
c r e a t i o n and discovery allowable, Lea County, New Mexico* 
A p p l i c a n t , i n the above-styled cause, seeks the c r e a t i o n o f 
the Bate-Yates Pool i n Lea County, New Mexico, comprising the 
S/2 o f Section 26 and the N/2 o f Section 35, both i n Township 
19 South, Range 33 East, and f o r the assignment o f approximately 
16,750 b a r r e l s o f o i l discovery allowable t o the discovery w e l l , 
i t s Bate Federal Well Bo. 1 loc a t e d i n U n i t N o f sa i d s e c t i o n 
26. 

CASE 3796: A p p l i c a t i o n o f The Superior O i l Company f o r the c r e a t i o n o f a 
new p o o l , assignment o f discovery allowable, and the promulgation 
o f p o o l r u l e s , Lea County, New Mexico. A p p l i c a n t , i n the above-
s t y l e d cause, seeks the ccreation o f a new upper Pennsylvanian o i l 
pool f o r i t s State D COM Well No. 1 located i n U n i t G o f Section 
4, Township 14 South, Range 34 East, Lea County, New Mexico, and 
f o r the assignment o f an o i l discovery allowable i n the amount 
o f approximately 52,010 b a r r e l s t o s a i d w e l l . A p p l i c a n t f u r t h e r 
seeks the promulgation o f s p e c i a l pool r u l e s f o r s a i d p o o l , 
i n c l u d i n g a p r o v i s i o n f o r 160-acre "p r o r a t i o n u n i t s . 

CASE 3797: A p p l i c a t i o n o f Ernest A„ Hanson f o r s a l t water d i s p o s a l , Lea 
County, New Mexico c A p p l i c a n t , i n the above-styled cause, seeks 
a u t h o r i t y t o dispose o f produced s a l t water i n t o the Queen forma­
t i o n i n the o v e r a l l i n t e r v a l from approximately 4604 t o 5036 f e e t 
i n h i s Mescalero Ridge U n i t "35" Well No. 11 located i n U n i t N 
o f Section 35, Township 19 South, Range 34 East, Pearl-Queen Pool, 
Lea County, New Mexico. 
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CASE 3798: Application of Ernest A. Hanson for s a l t water disposal, Eddy 
County, New Mexico. Applicant, in the above-styled cause, 
seeks authority to dispose of produced sa l t water into the 
Delaware formation i n the interval from approximately 4177 feet 
to 4185 feet i n his Hanson Federal Well No. 7 located in Unit J 
of Section 25, Township 26 South, Range 31 East, North Mason-
Delaware Pool, Eddy County, New Mexico. 

CASE 3799: Application of Amerada Petroleum Corporation for an unorthodox 
gas well location. Lea County, New Mexico. Applicant, in the 
above-styled cause, seeks authority to re-enter and complete 
as a gas well the State WR "B" Well No. 1 located at an unorth­
odox location 554 feet from the North line and 2086 feet from 
the East line of Section 35, Township 12 South, Range 34 East, 
Ranger Lake-Devonian Gas Pool, Lea County, New Mexico, and to 
dedicate to said well the E/2 of said section 35. 

i r / 



K E W A N E E O I L C O M P A N Y 
POST OFFICE Box 2239 

TULSA, OKLAHOMA 74101 

August 9, 1968 

Re: Square Lake 12 Unit 
Eddy County, New Mexico 

State of New Mexico 
O i l Conservat ion Commiss ion 
State Land Of f i ce Bui ld ing 
Santa Fe, New Mexico 

At tent ion: M r . E lv i s A . Utz 

Gentlemen: 

In accordance w i t h your Order No. R-3445 entered i n Case No. 3791, 
we are enclosing an executed counterpart of the Unit Agreement together 
w i t h a copy of F i r s t Revised Exhib i t " B " to the agreement. The revised 
exhibi t shows cor rec ted f igu res f o r the number of acres i n ce r ta in t rac ts 
and shows the cur ren t names of the lessees of r e c o r d and ove r r id ing 
roya l ty owners . 

Also enclosed is a reproduced copy of the ins t rument whereby the agreement 
was approved by the O i l and Gas Supervisor of the U . S . G . S . on July 29, 1968. 
Thus, i n accordance w i t h Section 24 of the agreement the ef fec t ive date of the 
agreement is 7:00 o 'c lock a . m . on August 1, 1968. 

Yours ve ry t r u l y , 

! '//,:•<? " • • • 
/ 

J . W. Graham 
Joint Interest Superintendent 

JWG:bb 
Enclosures 



CERTIFICATION—DETERMINATION 

Pursuant to the authority vested i n the Secretary of I n t e r i o r 

under the act approved February 25, 1920, 41 Stat. 437, as amended, 

30 U. S. C. sees. 181, et seq., and delegated to the O i l and Gas 

Supervisors of the Geological Survey (33 F.R. 5812), I do hereby: 

A. Approve the attached agreement f o r the development and 

operation of the Srtn*r<! 12 Unit Area 

State of .IteflJ H?:-"4-.:o • 

B. C e r t i f y and determine that the u n i t plan of development 

and operation contemplated i n the attached agreement i s necessary and 

advisable i n the public i n t e r e s t f o r the purpose of more properly 

conserving the natural resources. 

C. C e r t i f y and determine that the d r i l l i n g , producing, 

r e n t a l , minimum r o y a l t y , and r o y a l t y requirements of a l l Federal 

leases committed to said agreement are hereby established, altered, 

changed, or revoked to conform w i t h the terms and conditions of t h i s 

agreement. 

Dated j»lv 29. 1963 

O i l and. Gas Supervisor 
United states Geological Survey 

Contract Number 14-03-0001*3972 



UNIT AGREEMENT 
FOR THE DEVELOPMENT AND OPERATION OF THE 

SQUARE LAKE 12 UNIT 
EDDY COUNTY, NEW MEXICO 



UNIT AGREEMENT 
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EDDY COUNTY, NEW MEXICO 
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UNIT AGREEMENT 
FOR THE DEVELOPMENT AND OPERATION OF THE 

SQUARE LAKE 12 UNIT 
EDDY COUNTY, NEW MEXICO 

THIS A G R E E M E N T , made and entered into this 1st day of August, 1967, 

by and between the par t ies subscr ib ing, r a t i f y i n g or consenting hereto, and here in 

r e f e r r e d to as "part ies here to" , 

W I T N E S S E T H : 

WHEREAS, the part ies hereto are the owners of w o r k i n g , roya l ty or 

other o i l or gas in teres ts i n the Unit Area subject to this agreement; and 

WHEREAS, the O i l Conservat ion Commiss ion of the State of 

New Mexico is author ized by law (Sec. 65-3-14, N . M . S . 1953 Anno. ) to approve 

this agreement, and the conservat ion provis ions hereof; and 

WHEREAS, the M i n e r a l Leasing Act of Februa ry 25, 1920, (41 Stat. 

437, as amended 30 U . S . C . Sections 181, et seq.) authorizes Federa l lessee's 

and the i r representat ives to unite w i t h each other or j o i n t l y or separately w i t h 

others i n co l l ec t ive ly adopting and operat ing a uni t plan of development or 

operat ion of any o i l or gas pool, f i e l d or l i k e area or any part thereof f o r the 

purpose of more p rope r ly conserving the na tura l resources thereof whenever 

de termined and c e r t i f i e d by the Secretary of the I n t e r i o r to be necessary or 

advisable i n the public in te res t ; and 

WHEREAS, the par t ies hereto hold suf f ic ien t in teres ts i n the 

Square Lake 12 Unit cover ing the land he re ina f t e r descr ibed to give reasonably 

ef fec t ive con t ro l of operat ion there in ; and 

WHEREAS, i t is the purpose of the par t ies hereto, to enable ins t i tu t ion 

and consummation of secondary recovery operat ions, to conserve na tu ra l r e ­

sources, to prevent waste and secure the other benefits obtainable through 

development and operat ion of the area subject to this agreement under the 

t e r m s , conditions and l i m i t a t i o n s he re in set f o r t h . 



NOW T H E R E F O R E , i n c o n s i d e r a t i o n of the p r e m i s e s and the 

p r o m i s e s h e r e i n c o n t a i n e d , the p a r t i e s h e r e t o c o m m i t to t h i s a g r e e m e n t t h e i r 

r e s p e c t i v e i n t e r e s t s i n the U n i t i z e d F o r m a t i o n as d e f i n e d u n d e r l y i n g the be low 

d e f i n e d U n i t A r e a , and a g r e e s e v e r a l l y a m o n g t h e m s e l v e s as f o l l o w s : 

S E C T I O N K E N A B L I N G A C T A N D R E G U L A T I O N S . The M i n e r a l 

L e a s i n g A c t of F e b r u a r y 25, 1920, as a m e n d e d , s u p r a , and a l l v a l i d p e r t i n e n t 

r e g u l a t i o n s , i n c l u d i n g o p e r a t i n g and u n i t p l a n r e g u l a t i o n s , h e r e t o f o r e i s s u e d 

t h e r e u n d e r a n d v a l i d , p e r t i n e n t and r e a s o n a b l e r e g u l a t i o n s h e r e a f t e r i s s u e d 

t h e r e u n d e r a r e a c c e p t e d and m a d e a p a r t of t h i s a g r e e m e n t , p r o v i d e d such 

r e g u l a t i o n s a r e not i n c o n s i s t e n t w i t h the t e r m s of the a g r e e m e n t , 

S E C T I O N 2 , U N I T A R E A A N D D E F I N I T I O N S . T h e a r e a as 

s p e c i f i e d on the m a p a t t a c h e d h e r e t o m a r k e d E x h i b i t " A " i s h e r e b y d e s i g n a t e d 

and r e c o g n i z e d as c o n s t i t u t i n g the U n i t A r e a , c o n t a i n i n g 1343 .96 a c r e s m o r e 

o r l e s s . F o r the p u r p o s e of t h i s a g r e e m e n t , the f o l l o w i n g t e r m s and e x p r e s s i o n s 

as used h e r e i n s h a l l m e a n : 

(a) " C o m m i s s i o n " i s d e f i n e d as the O i l C o n s e r v a t i o n 
C o m m i s s i o n o f the State of New M e x i c o . , 

(b) " D i r e c t o r " i s d e f i n e d as the D i r e c t o r of the U n i t e d 
States G e o l o g i c a l S u r v e y . 

(c) " S e c r e t a r y " i s d e f i n e d as the S e c r e t a r y of the I n t e r i o r of 
the U n i t e d Sta tes of A m e r i c a o r any p e r s o n d u l y a u t h o r i z e d to e x e r c i s e the 
p o w e r s v e s t e d i n t ha t o f f i c e r . 

(d) " D e p a r t m e n t " i s d e f i n e d as the D e p a r t m e n t of the I n t e r i o r 
of the U n i t e d States of A m e r i c a . 

(e) " S u p e r v i s o r " i s d e f i n e d as the O i l and Gas S u p e r v i s o r of 
the U n i t e d States G e o l o g i c a l S u r v e y f o r the r e g i o n i n w h i c h the U n i t A r e a i s 
s i t u a t e d . 

( f ) " G r a y b u r g F o r m a t i o n " s h a l l m e a n the e s t a b l i s h e d u n d e r ­
g r o u n d r e s e r v o i r , the t o p of w h i c h i s f o u n d at 2416 f e e t , and the base of w h i c h 
i s f o u n d at 2710 f e e t , on the G a m m a R a y - N e u t r o n L o g of the Kewanee O i l 
C o m p a n y N u m b e r 10 B e d i n g f i e l d W e l l , l o c a t e d i n the S W / 4 S E / 4 of S e c t i o n 1, 
T o w n s h i p 17 South , Range 29 E a s t , N . M . P . M . , i n s o f a r as the same l i e s 
w i t h i n the U n i t A r e a , 

(g) " U n i t i z e d S u b s t a n c e " m e a n s a l l o i l , gas , gaseous 
subs tances , s u l p h u r c o n t a i n e d i n gas , condensa te , d i s t i l l a t e and a l l a s s o c i a t e d 
and c o n s t i t u e n t l i q u i d o r l i q u e f i a b l e h y d r o c a r b o n s w i t h i n o r p r o d u c e d f r o m the 
U n i t i z e d F o r m a t i o n . 
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(h) " U n i t i z e d F o r m a t i o n " i s d e f i n e d as the p o r t i o n of the 

G r a y b u r g F o r m a t i o n e f f e c t i v e l y c o m m i t t e d to t h i s a g r e e m e n t . 

( i ) " C u m u l a t i v e O i l R e c o v e r y " i s d e f i n e d as t ha t a m o u n t of 
U n i t i z e d Substance w h i c h w a s p r o d u c e d f r o m the U n i t i z e d F o r m a t i o n i n the 
U n i t A r e a to 7:00 A . M . M S T J a n u a r y 1, 1967. 

( j ) " W o r k i n g I n t e r e s t " i s d e f i n e d as the r i g h t t o s e a r c h f o r , 
p r o d u c e and a c q u i r e U n i t i z e d Substances w h e t h e r h e l d as an i n c i d e n t of o w n e r ­
s h i p of m i n e r a l f e e s i m p l e t i t l e , u n d e r an o i l and gas l ease , o r o t h e r w i s e h e l d . 

(k) " W o r k i n g I n t e r e s t O w n e r " s h a l l m e a n any p a r t y h e r e t o 
o w n i n g a W o r k i n g In teres t , , i n c l u d i n g a c a r r i e d w o r k i n g i n t e r e s t o w n e r , h o l d i n g 
an i n t e r e s t i n U n i t i z e d Substances by v i r t u e of a l ea se , o p e r a t i n g a g r e e m e n t , 
f e e t i t l e o r o t h e r w i s e , w h i c h i n t e r e s t i s c h a r g e a b l e w i t h and o b l i g a t e d to pay o r 
b e a r , e i t h e r i n cash o r out of p r o d u c t i o n , o r o t h e r w i s e , a l l o r a p o r t i o n of the 
cos t of d r i l l i n g , d e v e l o p i n g and p r o d u c i n g the U n i t i z e d Subs tances . 

(1) " R o y a l t y I n t e r e s t " o r " R o y a l t y " i s d e f i n e d as an i n t e r e s t 
o t h e r t h a n a W o r k i n g I n t e r e s t i n o r r i g h t t o r e c e i v e a p o r t i o n of the U n i t i z e d 
Substances o r the p r o c e e d s t h e r e o f and i n c l u d e s the r o y a l t y i n t e r e s t r e s e r v e d 
by the l e s s o r by an o i l and gas l ease and any o v e r r i d i n g r o y a l t y i n t e r e s t , o i l 
p a y m e n t i n t e r e s t , net p r o f i t c o n t r a c t , o r any o t h e r p a y m e n t o r b u r d e n w h i c h 
does not c a r r y w i t h i t the r i g h t to s e a r c h f o r and p r o d u c e U n i t i z e d Subs tances . 

( m ) " R o y a l t y O w n e r " s h a l l m e a n the o w n e r of a R o y a l t y I n t e r e s t . 

(n) " U n i t O p e r a t i n g A g r e e m e n t " s h a l l m e a n any a g r e e m e n t o r 
a g r e e m e n t s e n t e r e d i n t o s e p a r a t e l y o r c o l l e c t i v e l y by and b e t w e e n the U n i t 
O p e r a t o r and the W o r k i n g I n t e r e s t O w n e r s as p r o v i d e d i n S e c t i o n 9, A c c o u n t i n g 
P r o v i s i o n s and U n i t O p e r a t i n g A g r e e m e n t , i n f r a , and s h a l l be s t y l e d " U n i t 
O p e r a t i n g A g r e e m e n t , S Q U A R E L A K E 12 U N I T , E d d y C o u n t y , New M e x i c o " . 

(o) " U n i t M a n a g e r " i s d e f i n e d as the p e r s o n o r c o r p o r a t i o n 
a p p o i n t e d b y the U n i t W o r k i n g I n t e r e s t O w n e r s i n the absence of a U n i t O p e r a t o r 
to t e m p o r a r i l y p e r f o r m the d u t i e s of the U n i t O p e r a t o r u n t i l the s e l e c t i o n and 
q u a l i f i c a t i o n of a s u c c e s s o r U n i t O p e r a t o r as p r o v i d e d f o r i n S e c t i o n 8, 
Succes so r U n i t O p e r a t o r , h e r e o f . 

(p) " U n i t O p e r a t i o n s " i s d e f i n e d as a l l o p e r a t i o n s conduc ted 
p u r s u a n t t o t h i s a g r e e m e n t by the U n i t O p e r a t o r , o r i n the absence of a U n i t 
O p e r a t o r , t e m p o r a r i l y p e r f o r m e d by the U n i t M a n a g e r . 

(q) " P a r t i c i p a t i n g A r e a " i s d e f i n e d as the l a n d w i t h i n the U n i t 
A r e a w h i c h i s d e s i g n a t e d h e r e u n d e r as be ing w i t h i n the i n i t i a l p a r t i c i p a t i n g a r e a 
o r any e n l a r g e m e n t t h e r e o f . T h e i n i t i a l p a r t i c i p a t i n g a r e a i s d e p i c t e d on 
E x h i b i t " A " and d e s i g n a t e d b y T r a c t s on E x h i b i t " B " . 

( r ) " N o n - p a r t i c i p a t i n g " i s a t e r m tha t i n d i c a t e s the t r a c t s not 
e n t i t l e d to sha re i n p r o d u c t i o n of u n i t i z e d subs tances f r o m the p a r t i c i p a t i n g 
a r e a . T h e n o n - p a r t i c i p a t i n g t r a c t s a r e d e p i c t e d on E x h i b i t " A " and des igna t ed 
by T r a c t s on E x h i b i t " B " . 

S E C T I O N 3. E X H I B I T S . E x h i b i t " A " , a t t a c h e d h e r e t o , i s a m a p 

showing i n a d d i t i o n to the U n i t A r e a the b o u n d a r i e s and i d e n t i t y of t r a c t s , the 
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i n i t i a l P a r t i c i p a t i n g A r e a , and l eases i n s a i d U n i t A r e a to the ex ten t k n o w n to 

the U n i t O p e r a t o r , E x h i b i t " B " , a t t a c h e d h e r e t o , i s a schedule showing to the 

ex ten t k n o w n to the U n i t O p e r a t o r , the a c r e a g e c o m p r i s i n g each t r a c t , pe rcen tage 

o w n e r s h i p of each W o r k i n g I n t e r e s t O w n e r i n each t r a c t , k i n d of o w n e r s h i p of 

o i l and gas i n t e r e s t s , and the pe rcen t age of p a r t i c i p a t i o n , i f any, each t r a c t has 

i n the U n i t A r e a , ba sed upon a p r e s u m e d one h u n d r e d p e r c e n t (100%) c o m m i t m e n t , 

H o w e v e r , n o t h i n g h e r e i n o r i n s a i d schedule o r m a p s h a l l be c o n s t r u e d as a 

r e p r e s e n t a t i o n by any p a r t y h e r e t o as to the o w n e r s h i p of any i n t e r e s t o the r 

t han such i n t e r e s t o r i n t e r e s t s as a r e s h o w n i n s a i d m a p o r schedule as owned 

by such p a r t y . E x h i b i t s " A " and " B " s h a l l be r e v i s e d by the U n i t O p e r a t o r w h e n ­

eve r changes r e n d e r such r e v i s i o n n e c e s s a r y , o r w h e n r e q u e s t e d by the S u p e r ­

v i s o r and at l e a s t s i x cop ies of such r e v i s i o n s h a l l be f i l e d w i t h and a p p r o v e d by 

the S u p e r v i s o r as r e q u i r e d . 

p r a c t i c a b l e , the U n i t A r e a m a y be expanded to i n c l u d e t h e r e i n any a d d i t i o n a l 

t r a c t r e g a r d e d as r e a s o n a b l y n e c e s s a r y o r a d v i s a b l e to c o n f o r m w i t h the pu rposes 

of t h i s a g r e e m e n t . Such e x p a n s i o n s h a l l be e f f e c t e d i n the f o l l o w i n g m a n n e r : 

(a) T h e o w n e r o r o w n e r s of the W o r k i n g I n t e r e s t of a t r a c t 
o r t r a c t s d e s i r i n g to b r i n g such t r a c t o r t r a c t s i n t o the u n i t , s h a l l f i l e an 
a p p l i c a t i o n t h e r e f o r w i t h U n i t O p e r a t o r r e q u e s t i n g such a d m i s s i o n . 

e x p a n s i o n to each W o r k i n g I n t e r e s t O w n e r , s e t t i n g out the ba s i s f o r a d m i s s i o n 
and the p a r t i c i p a t i o n to be a s s i g n e d , i f any . I f at l e a s t e i g h t y p e r c e n t (80%) of 
the W o r k i n g I n t e r e s t O w n e r s on the ba s i s of U n i t P a r t i c i p a t i o n have a g r e e d to 
such t r a c t o r t r a c t s be ing b r o u g h t i n t o the u n i t , t h e n the U n i t O p e r a t o r s h a l l : 

S E C T I O N 4 , E X P A N S I O N A N D A U T O M A T I C C O N T R A C T I O N . W h e n 

(b) U n i t O p e r a t o r s h a l l c i r c u l a t e a n o t i c e of the p r o p o s e d 

(1) A f t e r p r e l i m i n a r y c o n c u r r e n c e by the D i r e c t o r 
p r e p a r e a n o t i c e of p r o p o s e d e x p a n s i o n d e s c r i b i n g the 
c o n t e m p l a t e d changes i n the b o u n d a r i e s of the U n i t A r e a , 
the r e a s o n t h e r e f o r , the b a s i s f o r a d m i s s i o n of the 
a d d i t i o n a l t r a c t o r t r a c t s , p a r t i c i p a t i o n s to be a s s i g n e d 
t h e r e t o , i f any , and the p r o p o s e d e f f e c t i v e date t h e r e o f ; 
and 

(2) D e l i v e r cop ies of s a i d n o t i c e to t h e S u p e r v i s o r , 
each W o r k i n g I n t e r e s t O w n e r and to the l e s see and l e s s o r 
w h o s e i n t e r e s t s a r e a f f e c t e d , a d v i s i n g such p a r t i e s tha t 
t h i r t y (30) days w i l l be a l l o w e d f o r s u b m i s s i o n to the U n i t 
O p e r a t o r of any o b j e c t i o n to such p r o p o s e d e x p a n s i o n ; and 



(3) U p o n the e x p i r a t i o n of s a i d t h i r t y (30) day 
p e r i o d as set out i n (2) i m m e d i a t e l y above , f i l e w i t h 
the S u p e r v i s o r the f o l l o w i n g : (a) E v i d e n c e of m a i l i n g 
o r d e l i v e r i n g cop ies of s a i d n o t i c e o r e x p a n s i o n ; (b) 
A n a p p l i c a t i o n f o r such e x p a n s i o n ; (c) A n i n s t r u m e n t 
c o n t a i n i n g the a p p r o p r i a t e j o i n d e r s ; and (d) Copies of 
any o b j e c t i o n s r e c e i v e d . 

A f t e r due c o n s i d e r a t i o n of a l l p e r t i n e n t i n f o r m a t i o n , the expans ion 

s h a l l , upon a p p r o v a l by the D i r e c t o r , b e c o m e e f f e c t i v e as of the date p r e s c r i b e d 

i n the n o t i c e t h e r e o f , p r e f e r a b l y the f i r s t day of the m o n t h subsequent to the date 

of n o t i c e , o r on such o t h e r date as set by the D i r e c t o r i n the o r d e r o r i n s t r u m e n t 

a p p r o v i n g such e x p a n s i o n and t h e r e s h a l l be an a p p r o p r i a t e r e v i s i o n of the 

p a r t i c i p a t i o n s c h e d u l e . The r e v i s e d t r a c t p a r t i c i p a t i o n of the r e s p e c t i v e t r a c t s 

i n c l u d e d w i t h i n the U n i t A r e a p r i o r to such e x p a n s i o n s h a l l r e m a i n i n the same 

r a t i o one t o a n o t h e r . 

A n y t r a c t not e n t i t l e d to be i n c l u d e d i n the P a r t i c i p a t i n g A r e a w i t h i n 

the 3 - y e a r p e r i o d c o m m e n c i n g on the e f f e c t i v e date of t h i s u n i t a g r e e m e n t w i l l 

be e l i m i n a t e d a u t o m a t i c a l l y f r o m t h i s a g r e e m e n t , e f f e c t i v e as of the f i r s t day of 

the f o u r t h y e a r . T h e U n i t O p e r a t o r s h a l l , w i t h i n n i n e t y (90) days a f t e r the 

e f f e c t i v e date of any e l i m i n a t i o n h e r e u n d e r , d e s c r i b e the a r e a so e l i m i n a t e d to 

the s a t i s f a c t i o n of the D i r e c t o r and p r o m p t l y n o t i f y a l l p a r t i e s of i n t e r e s t . 

S E C T I O N 5. U N I T I Z E D L A N D A N D U N I T I Z E D S U B S T A N C E S . A l l 

l a n d c o m m i t t e d to t h i s a g r e e m e n t as to the G r a y b u r g f o r m a t i o n as d e f i n e d i n 

S e c t i o n 2, U n i t A r e a , s h a l l c o n s t i t u t e l a n d r e f e r r e d to h e r e i n as " U n i t i z e d 

L a n d " o r " l a n d s u b j e c t t o t h i s a g r e e m e n t " . A l l o i l and gas i n s a i d G r a y b u r g 

F o r m a t i o n i n the U n i t i z e d L a n d a r e u n i t i z e d u n d e r the t e r m s of t h i s a g r e e m e n t 

and h e r e i n a r e c a l l e d " U n i t i z e d Subs t ances " . 

S E C T I O N 6. U N I T O P E R A T O R . Kewanee O i l C o m p a n y i s h e r e b y 

d e s i g n a t e d the U n i t O p e r a t o r , and by s i g n i n g t h i s i n s t r u m e n t as U n i t O p e r a t o r 

ag r ee s and consen ts to accep t the du t i e s and o b l i g a t i o n s of U n i t O p e r a t o r f o r the 

o p e r a t i o n , d e v e l o p m e n t and p r o d u c t i o n of U n i t i z e d Substances as h e r e i n p r o v i d e d . 

W h e n e v e r r e f e r e n c e i s m a d e h e r e i n to the U n i t O p e r a t o r , such r e f e r e n c e means 
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the U n i t O p e r a t o r a c t i n g i n tha t c a p a c i t y and not as an o w n e r of i n t e r e s t s 

i n U n i t i z e d Subs tances , and the t e r m " W o r k i n g I n t e r e s t O w n e r " w h e n used 

h e r e i n s h a l l i n c l u d e o r r e f e r t o the U n i t O p e r a t o r as the o w n e r of a W o r k i n g 

I n t e r e s t w h e n such an i n t e r e s t i s owned by h i m . 

S E C T I O N 7. R E S I G N A T I O N OR R E M O V A L O F U N I T O P E R A T O R . 

U n i t O p e r a t o r s h a l l have the r i g h t t o r e s i g n at any t i m e , but such r e s i g n a t i o n 

s h a l l not b e c o m e e f f e c t i v e so as to r e l e a s e U n i t O p e r a t o r f r o m the du t i e s and 

o b l i g a t i o n s of U n i t O p e r a t o r and t e r m i n a t e U n i t O p e r a t o r ' s r i g h t s as such f o r a 

p e r i o d of s i x (6) m o n t h s a f t e r w r i t t e n n o t i c e of i n t e n t i o n to r e s i g n has been 

g i v e n by U n i t O p e r a t o r to a l l W o r k i n g I n t e r e s t O w n e r s and the D i r e c t o r , , and 

u n t i l a l l w e l l s a r e p l a c e d i n a s a t i s f a c t o r y c o n d i t i o n f o r suspens ion , o p e r a t i o n 

by U n i t M a n a g e r , i f c o n t e m p l a t e d , o r abandonment , w h i c h e v e r i s r e q u i r e d by 

the S u p e r v i s o r s u n l e s s a new U n i t O p e r a t o r s h a l l have t a k e n o v e r and a s s u m e d 

the du t i e s and o b l i g a t i o n s of U n i t O p e r a t o r p r i o r t o the e x p i r a t i o n of s a id p e r i o d . 

T h e U n i t O p e r a t o r s h a l l , upon d e f a u l t o r f a i l u r e i n the p e r f o r m a n c e 

of h i s du t i e s o r o b l i g a t i o n s h e r e u n d e r , be s u b j e c t to r e m o v a l by at l e a s t t w o of 

the c o m m i t t e d W o r k i n g I n t e r e s t O w n e r s h a v i n g i n the agg rega t e s e v e n t y - f i v e 

p e r c e n t (75%) o r m o r e of U n i t P a r t i c i p a t i o n e x c l u s i v e of the W o r k i n g I n t e r e s t 

O w n e r w h o i s the U n i t O p e r a t o r . Such r e m o v a l s h a l l be e f f e c t i v e upon n o t i c e 

t h e r e o f t o the S u p e r v i s o r . 

I n a l l such i n s t a n c e s of e f f e c t i v e r e s i g n a t i o n o r r e m o v a l , u n t i l a 

s u c c e s s o r U n i t O p e r a t o r i s s e l e c t e d and a c c e p t e d as h e r e i n a f t e r p r o v i d e d the 

W o r k i n g I n t e r e s t O w n e r s s h a l l be j o i n t l y r e s p o n s i b l e f o r the p e r f o r m a n c e of the 

du t i e s of the U n i t O p e r a t o r and s h a l l , not l a t e r t han t h i r t y (30) days b e f o r e such 

r e s i g n a t i o n o r r e m o v a l b e c o m e s e f f e c t i v e , appo in t a U n i t M a n a g e r to r e p r e s e n t 

t h e m t e m p o r a r i l y i n any a c t i o n t o be t a k e n h e r e u n d e r u n t i l a s u c c e s s o r U n i t 

O p e r a t o r can be s e l e c t e d and a c c e p t e d . 

T h e r e s i g n a t i o n o r r e m o v a l of U n i t O p e r a t o r u n d e r t h i s a g r e e m e n t 

s h a l l not t e r m i n a t e h i s r i g h t , t i t l e o r i n t e r e s t as the o w n e r of a W o r k i n g 



I n t e r e s t o r o the r i n t e r e s t i n U n i t i z e d Subs tances , bu t , upon the r e s i g n a t i o n o r 

r e m o v a l of U n i t O p e r a t o r b e c o m i n g e f f e c t i v e , such U n i t O p e r a t o r s h a l l d e l i v e r 

p o s s e s s i o n of a l l w e l l s , e q u i p m e n t , books , r e c o r d s , m a t e r i a l s , a p p u r t e n a n c e s , 

and any o the r a s se t s , u sed i n U n i t O p e r a t i o n s and c o l l e c t i v e l y owned by the 

W o r k i n g I n t e r e s t O w n e r s , t o the new d u l y q u a l i f i e d s u c c e s s o r U n i t O p e r a t o r , 

o r t o the U n i t M a n a g e r u n t i l a new U n i t O p e r a t o r i s s e l ec t ed , to be used f o r the 

p u r p o s e of c o n d u c t i n g U n i t O p e r a t i o n s h e r e u n d e r . N o t h i n g h e r e i n s h a l l be 

c o n s t r u e d as a u t h o r i z i n g the r e m o v a l of any m a t e r i a l , e q u i p m e n t o r a p p u r t e n ­

ances needed f o r the p r e s e r v a t i o n of any u n i t w e l l s . 

N o t h i n g h e r e i n c o n t a i n e d s h a l l be c o n s t r u e d to r e l i e v e o r d i s c h a r g e 

any U n i t O p e r a t o r w h o r e s i g n s o r i s r e m o v e d h e r e u n d e r f r o m any l i a b i l i t y o r 

du t i e s a c c r u i n g o r p e r f o r m a b l e by h i m p r i o r t o the e f f e c t i v e date of such 

r e s i g n a t i o n o r r e m o v a l . 

S E C T I O N 8. SUCCESSOR U N I T O P E R A T O R . W h e n e v e r the U n i t 

O p e r a t o r s h a l l t e n d e r h i s r e s i g n a t i o n as U n i t O p e r a t o r o r s h a l l be r e m o v e d as 

h e r e i n a b o v e p r o v i d e d , the W o r k i n g I n t e r e s t O w n e r s s h a l l se lec t a s u c c e s s o r 

U n i t O p e r a t o r as h e r e i n p r o v i d e d . Such s e l e c t i o n s h a l l not b e c o m e e f f e c t i v e 

u n t i l (a) a U n i t O p e r a t o r so s e l e c t e d s h a l l accep t i n w r i t i n g the du t i e s and 

r e s p o n s i b i l i t i e s of U n i t O p e r a t o r , and (b) the s e l e c t i o n s h a l l have been accep ted 

and n o t i c e t h e r e o f f i l e d w i t h the S u p e r v i s o r . I f no s u c c e s s o r U n i t O p e r a t o r i s 

s e l e c t e d and q u a l i f i e d as h e r e i n p r o v i d e d , the D i r e c t o r , at h i s e l e c t i o n , m a y 

d e c l a r e t h i s a g r e e m e n t t e r m i n a t e d . 

I n s e l e c t i n g a s u c c e s s o r U n i t O p e r a t o r the m a j o r i t y vo te of the 

W o r k i n g I n t e r e s t O w n e r s s h a l l p r e v a i l . I f the U n i t O p e r a t o r w h o i s r e m o v e d 

votes o n l y to succeed h i m s e l f o r f a i l s t o v o t e , the s u c c e s s o r U n i t O p e r a t o r 

s h a l l be s e l e c t e d by the a f f i r m a t i v e vo te of at l e a s t s e v e n t y - f i v e p e r c e n t (75%) 

of the v o t i n g i n t e r e s t r e m a i n i n g . I n v o t i n g u n d e r t h i s S e c t i o n 8 each W o r k i n g 

I n t e r e s t O w n e r s h a l l have a v o t i n g i n t e r e s t equa l to i t s U n i t P a r t i c i p a t i o n . 
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SECTION 9. ACCOUNTING PROVISIONS AND UNIT OPERATING 
A G R E E M E N T . 

If the Unit Operator is not the sole owner of Working Interest , costs and expenses 

i n c u r r e d by Unit Operator i n conducting Unit Operations hereunder shal l be paid, 

apport ioned among and borne by the Work ing Interest Owners a l l i n accordance 

w i t h the Unit Operat ing Agreement , entered into by and between the Unit Operator 

and the owners of Working In teres ts , Such Unit Operating Agreement shall also 

provide the manner i n which the Working Interest Owners shal l be ent i t led to 

receive the i r respect ive proport ionate and al located share of the benefits accruing 

hereto i n c o n f o r m i t y w i t h t he i r under ly ing operating agreements, leases, or 

other independent contracts and such other r igh ts and obligations between Unit 

Operator and the Work ing Interest Owners as may be agreed upon; however, no 

such Unit Operating Agreement shal l be deemed ei ther to m o d i f y any of the t e rms 

and conditions of this Unit Agreement or to re l ieve the Unit Operator of any 

r igh t or obl igat ion established under this agreement, and, i n case of any incon­

sistency or conf l i c t between this agreement and the Unit Operating Agreement , 

this Unit Agreement shal l p r e v a i l . 

At such t ime a Unit Operating Agreement is executed, three (3) t rue 

copies of such Agreement and any r ev i s i on and amendment thereof, shall be 

submit ted p rompt ly to the Supervisor . 

SECTION 10, RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. 

Except as otherwise spec i f i ca l ly provided here in , the exclusive r igh t , p r iv i l ege 

and duty of exerc is ing any and a l l r ights of the part ies hereto which are necessary 

or convenient f o r prospecting f o r , producing, s tor ing , a l locat ing and d i s t r ibu t ing 

the Uni t ized Substances are hereby delegated to and shal l be exercised by the 

Unit Operator as he re in provided . Upon request, acceptable evidence of t i t l e 

to said r ights shal l be deposited w i t h said Unit Operator , and, together w i t h 

this agreement, shal l constitute and define the r igh t s , p r iv i l eges , and obligations 

of Unit Opera tor . Nothing here in , however, shal l be construed to t r ans fe r t i t l e 

to any land or to any lease or operating agreement, i t being understood that 
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unde r t h i s a g r e e m e n t the U n i t O p e r a t o r , i n i t s c a p a c i t y as U n i t O p e r a t o r , 

s h a l l e x e r c i s e the r i g h t s of p o s s e s s i o n and use v e s t e d i n the p a r t i e s h e r e t o 

o n l y f o r the p u r p o s e s h e r e i n s p e c i f i e d , 

S E C T I O N 1 1 . P L A N O F O P E R A T I O N S . T h e i n i t i a l p l a n of 

o p e r a t i o n s h a l l be f i l e d w i t h the S u p e r v i s o r c o n c u r r e n t l y w i t h the f i l i n g of t h i s 

U n i t A g r e e m e n t f o r f i n a l a p p r o v a l . Sa id i n i t i a l p l a n of o p e r a t i o n and a l l r e v i s i o n s 

t h e r e o f s h a l l be as c o m p l e t e and adequate as the S u p e r v i s o r m a y d e t e r m i n e to 

be n e c e s s a r y f o r t i m e l y o p e r a t i o n c o n s i s t e n t h e r e w i t h . Reasonab le d i l i g e n c e 

s h a l l be e x e r c i s e d i n c o m p l y i n g w i t h the o b l i g a t i o n s of the a p p r o v e d p l an of 

o p e r a t i o n . 

N o t w i t h s t a n d i n g a n y t h i n g to the c o n t r a r y h e r e i n con t a ined , the U n i t 

O p e r a t o r s h a l l c o m m e n c e s e c o n d a r y r e c o v e r y o p e r a t i o n s i n the U n i t A r e a 

w i t h i n s i x (6) m o n t h s a f t e r the e f f e c t i v e date of t h i s A g r e e m e n t , o r any 

e x t e n s i o n t h e r e o f a p p r o v e d by the S u p e r v i s o r , o r t h i s A g r e e m e n t s h a l l t e r m ­

ina t e a u t o m a t i c a l l y , i n w h i c h l a t t e r event the U n i t O p e r a t o r s h a l l n o t i f y a l l 

i n t e r e s t e d p a r t i e s . A f t e r such o p e r a t i o n s a r e c o m m e n c e d , U n i t O p e r a t o r s h a l l 

c a r r y on such o p e r a t i o n s as w o u l d a r e a s o n a b l y p r u d e n t o p e r a t o r unde r the s ame 

or s i m i l a r c i r c u m s t a n c e s . 

I t i s r e c o g n i z e d and a g r e e d by the p a r t i e s h e r e t o tha t a l l of the l a n d 

s u b j e c t t o t h i s a g r e e m e n t , i n the P a r t i c i p a t i n g A r e a i s r e a s o n a b l y p r o v e d to be 

p r o d u c t i v e of U n i t i z e d Substances i n pay ing q u a n t i t i e s and tha t the o b j e c t and 

p u r p o s e of t h i s a g r e e m e n t i s t o f o r m u l a t e and to put i n t o e f f e c t a s e c o n d a r y 

r e c o v e r y p r o j e c t i n o r d e r t o e f f e c t a d d i t i o n a l r e c o v e r y of U n i t i z e d Subs tances , 

p r e v e n t w a s t e and c o n s e r v e n a t u r a l r e s o u r c e s . T h e p a r t i e s h e r e t o ag ree tha t 

the U n i t O p e r a t o r m a y , s u b j e c t t o the consen t and a p p r o v a l of a p l a n of o p e r a t i o n 

by the W o r k i n g I n t e r e s t O w n e r s and the S u p e r v i s o r , i n j e c t i n t o the U n i t i z e d 

F o r m a t i o n , t h r o u g h any w e l l o r w e l l s c o m p l e t e d t h e r e i n , b r i n e , w a t e r , a i r , 
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gas, l i que f i ed pe t ro leum gases and any one or more other substances or 

combinat ion of substances whether produced f r o m the Unit Area or not, and 

that the locat ion of input we l l s , the rates of in j ec t ion there in and the rate of 

product ion shal l be governed by standards of good geologic and pet ro leum 

engineering pract ices and conservat ion methods. A f t e r commencement of 

secondary operations, Unit Operator shal l f u r n i s h the Supervisor monthly 

i n j ec t i on and product ion repor ts f o r each w e l l i n the Uni t . The Supervisor 

shal l be fu rn i shed per iodic repor ts on the progress of the plan of operat ion 

and any revis ions or changes thereto necessary to meet changed conditions 

or to protect the interes ts of a l l part ies to this agreement, which revis ions 

and changes shal l be subject to approval by the Supervisor . 

SECTION 12. EASEMENTS OR USE OF SURFACE. The part ies 

hereto, to the extent of the i r r ights and in teres t , hereby grant to Work ing 

Interest Owners the r igh t to use as much of the surface of the land w i t h i n 

the Pa r t i c ipa t ing A r e a as may reasonably be necessary f o r Unit Operations, 

including the f r e e use of water f r o m any f o r m a t i o n above or below the Uni t ized 

F o r m a t i o n w i t h i n the Par t i c ipa t ing Area f o r Unit Operat ions . 

Work ing Interest Owners shal l pay the owner f o r damages to 

growing crops, t i m b e r , fences, improvements and s t ructures on the Unit 

A r e a that resul t f r o m Unit Operat ions. 

SECTION 13. T R A C T P A R T I C I P A T I O N . In Exh ib i t " B " attached 

hereto, there are l i s t ed and numbered the var ious t rac t s w i t h i n the Unit Area 

and set f o r t h opposite each t r a c t is ei ther a statement that the t r ac t is "Non-

pa r t i c ipa t i ng" or a f i g u r e which represents the percentage of pa r t i c ipa t ion 

al located to such t r a c t based on a one hundred percent (100%) commitment of 

a l l t r a c t s . 

The percentage of pa r t i c ipa t ion of each t r ac t compr i s ing the 

i n i t i a l Pa r t i c ipa t ing Area was de termined by the p ropor t ion which the 
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C u m u l a t i v e O i l R e c o v e r y f o r each p a r t i c i p a t i n g t r a c t b e a r s to the C u m u l a t i v e 

O i l R e c o v e r y f o r a l l t r a c t s i n the i n i t i a l P a r t i c i p a t i n g A r e a . 

H o w e v e r , i f the U n i t A g r e e m e n t i s a p p r o v e d w i t h l e s s than one 

h u n d r e d p e r c e n t (100%) c o m m i t m e n t of a l l t r a c t s i n the i n i t i a l P a r t i c i p a t i n g 

A r e a , s a i d p a r t i c i p a t i o n p e r c e n t a g e s h a l l be r e v i s e d to f i t the C o m m i t m e n t 

Status as of the e f f e c t i v e date h e r e o f , and h e r e a f t e r as needed p u r s u a n t to 

S e c t i o n 16, A l l o c a t i o n of U n i t i z e d Subs tances . 

S E C T I O N 14. D E V E L O P M E N T OR O P E R A T I O N O F N O N -

P A R T I C I P A T I N G L A N D . A n y p a r t y o r p a r t i e s h e r e t o o w n i n g o r c o n t r o l l i n g 

the W o r k i n g I n t e r e s t o r a m a j o r i t y o f the W o r k i n g I n t e r e s t i n any U n i t i z e d 

L a n d h a v i n g t h e r e o n a r e g u l a r w e l l l o c a t i o n m a y , w i t h the a p p r o v a l of the 

S u r p e r v i s o r and s u b j e c t t o the p r o v i s i o n s of the U n i t O p e r a t i n g A g r e e m e n t , 

at such p a r t y ' s so le r i s k , cos t and expense , d r i l l o r w o r k o v e r a w e l l to t e s t 

the U n i t i z e d F o r m a t i o n i f such l o c a t i o n i s not w i t h i n the P a r t i c i p a t i n g A r e a . 

I f any w e l l d r i l l e d o r w o r k e d o v e r , as a f o r e s a i d , by a W o r k i n g 

I n t e r e s t O w n e r r e s u l t s i n p r o d u c t i o n of U n i t i z e d Substances such tha t the l a n d 

upon w h i c h the w e l l i s s i t u a t e d m a y p r o p e r l y be i n c l u d e d i n a P a r t i c i p a t i n g 

A r e a , o r i s d e t e r m i n e d to be e s s e n t i a l t o u n i t o p e r a t i o n s , such P a r t i c i p a t i n g 

A r e a s h a l l be e n l a r g e d as p r o v i d e d i n t h i s A g r e e m e n t , and the w e l l s h a l l 

t h e r e a f t e r be o p e r a t e d by U n i t O p e r a t o r i n a c c o r d a n c e w i t h the t e r m s of t h i s 

A g r e e m e n t and the U n i t O p e r a t i n g A g r e e m e n t . 

I f any w e l l d r i l l e d o r w o r k e d o v e r , as a f o r e s a i d , by a W o r k i n g 

I n t e r e s t O w n e r ob ta ins p r o d u c t i o n of U n i t i z e d Substances i n q u a n t i t i e s i n s u f ­

f i c i e n t t o j u s t i f y the i n c l u s i o n i n a P a r t i c i p a t i n g A r e a of the l a n d upon w h i c h 

such w e l l i s s i t u a t e d , o r i s d e t e r m i n e d not t o be e s s e n t i a l to U n i t O p e r a t i o n s , 

such w e l l m a y be o p e r a t e d and p r o d u c e d by the p a r t y d r i l l i n g o r w o r k i n g o v e r 

the same s u b j e c t t o the c o n s e r v a t i o n r e q u i r e m e n t s of t h i s A g r e e m e n t . The 

r o y a l t i e s i n a m o u n t of v a l u e of p r o d u c t i o n f r o m any such w e l l s h a l l be p a i d 

as s p e c i f i e d i n the u n d e r l y i n g l ease and a g r e e m e n t s a f f e c t e d . 
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S E C T I O N 15. E N L A R G E M E N T O F P A R T I C I P A T I N G A R E A . W h e n ­

eve r i t appea r s p r o p e r to r e v i s e the P a r t i c i p a t i n g A r e a to i n c l u d e U n i t i z e d L a n d 

t h e n r e g a r d e d as r e a s o n a b l y p r o v e n to be p r o d u c t i v e of U n i t i z e d Substances i n 

p a y i n g q u a n t i t i e s o r d e t e r m i n e d t o be e s s e n t i a l to U n i t O p e r a t i o n s , the U n i t 

O p e r a t o r and the W o r k i n g I n t e r e s t O w n e r o r O w n e r s of such t r a c t s s h a l l d e t e r ­

m i n e , on the bas i s of e s t i m a t e d r e c o v e r a b l e r e s e r v e s of U n i t i z e d Substances , 

the e s s e n t i a l i t y t o U n i t O p e r a t i o n s , o r o t h e r p e r t i n e n t f a c t o r s s the p a r t i c i p a t i o n 

p e r c e n t a g e tha t s h o u l d be a s s i g n e d to such t r a c t . A t such t i m e s a i d p a r t i e s 

a g r e e upon such p a r t i c i p a t i o n p e r c e n t a g e , the U n i t O p e r a t o r s h a l l s u b m i t to the 

W o r k i n g I n t e r e s t O w n e r s i n the e x i s t i n g P a r t i c i p a t i n g A r e a the p r o p o s e d r e v i s i o n 

and the p a r t i c i p a t i o n p e r c e n t a g e t o be a s s i g n e d to each such t r a c t . I f n i n e t y 

p e r c e n t (90%) of the W o r k i n g I n t e r e s t Owner s , based on u n i t p a r t i c i p a t i o n , a p p r o v e 

the p r o p o s e d r e v i s i o n and r e v i s e d t r a c t p a r t i c i p a t i o n p e r c e n t a g e , then , sub j ec t 

t o the a p p r o v a l of the D i r e c t o r , the P a r t i c i p a t i n g A r e a s h a l l be r e v i s e d and the 

p a r t i c i p a t i o n p e r c e n t a g e f o r each t r a c t i n the e n l a r g e d P a r t i c i p a t i n g A r e a s h a l l 

be r e v i s e d ; p r o v i d e d , h o w e v e r , t ha t i n such r e v i s i o n , the r e v i s e d p a r t i c i p a t i o n 

p e r c e n t a g e of the r e s p e c t i v e t r a c t s w h i c h w e r e p a r t i c i p a t i n g p r i o r to such 

r e v i s i o n s h a l l r e m a i n i n the same r a t i o one t o a n o t h e r . T h e e f f e c t i v e date of 

any e n l a r g e m e n t of the P a r t i c i p a t i n g A r e a s h a l l be d e t e r m i n e d by the U n i t 

O p e r a t o r , s u b j e c t t o the a p p r o v a l of the D i r e c t o r , i n advance of the vo te by 

the W o r k i n g I n t e r e s t O w n e r s to c o n s i d e r a r e v i s i o n of the P a r t i c i p a t i n g A r e a . 

I t i s the i n t e n t of t h i s s e c t i o n tha t the P a r t i c i p a t i n g A r e a s h a l l be c o m p r i s e d of 

a d j o i n i n g p a r c e l s of l a n d c o n s i s t i n g of one o r m o r e G o v e r n m e n t s u r v e y q u a r t e r -

q u a r t e r s e c t i o n s , o r l o t e q u i v a l e n t s i n i n s t ances of i r r e g u l a r s u r v e y s , on each of 

w h i c h p a r c e l s t h e r e i s a w e l l capable of p r o d u c i n g U n i t i z e d Substances i n pay ing 

q u a n t i t i e s o r d e t e r m i n e d to be e s s e n t i a l f o r U n i t O p e r a t i o n . N o t h i n g h e r e i n 

c o n t a i n e d s h a l l be c o n s t r u e d as r e q u i r i n g any r e t r o a c t i v e a d j u s t m e n t f o r 

p r o d u c t i o n o b t a i n e d p r i o r t o the e f f e c t i v e date of the r e v i s i o n of the P a r t i c i p a t i n g 

A r e a . 
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I n the absence of a g r e e m e n t at any t i m e b e t w e e n the U n i t O p e r a t o r 

and the D i r e c t o r as to the p r o p e r d e f i n i t i o n o r r e d e f i n i t i o n of a P a r t i c i p a t i n g 

A r e a , the p o r t i o n o f a l l p a y m e n t a f f e c t e d m a y be i m p o u n d e d i n a m a n n e r 

m u t u a l l y a c c e p t a b l e t o the o w n e r s of w o r k i n g i n t e r e s t , excep t r o y a l t i e s due 

the U n i t e d States w h i c h s h a l l be d e t e r m i n e d by the S u p e r v i s o r , and the amoun t 

t h e r e o f d e p o s i t e d , as d i r e c t e d by the S u p e r v i s o r , t o be h e l d as u n e a r n e d m o n e y 

u n t i l a P a r t i c i p a t i n g A r e a as r e v i s e d i s f i n a l l y a p p r o v e d and t h e n a p p l i e d as 

e a r n e d o r r e t u r n e d i n a c c o r d a n c e w i t h d e t e r m i n a t i o n of the s u m due as F e d e r a l 

r o y a l t y on the b a s i s of such r e v i s e d and a p p r o v e d P a r t i c i p a t i n g A r e a . 

S E C T I O N 16. A L L O C A T I O N O F U N I T I Z E D S U B S T A N C E S . A l l 

U n i t i z e d Substances p r o d u c e d f r o m the c o m m i t t e d t r a c t s w i t h i n the P a r t i c i p a t i n g 

A r e a (except any p a r t of such U n i t i z e d Substances u sed i n c o n f o r m i t y w i t h good 

o p e r a t i n g p r a c t i c e s on U n i t i z e d L a n d f o r d r i l l i n g , o p e r a t i n g , c a m p , and o the r 

p r o d u c t i o n o r d e v e l o p m e n t p u r p o s e s and f o r p r e s s u r e m a i n t e n a n c e i n a c c o r d a n c e 

w i t h a p l a n of o p e r a t i o n s a p p r o v e d by the S u p e r v i s o r , o r u n a v o i d a b l y l o s t ) s h a l l 

be a l l o c a t e d to the c o m m i t t e d t r a c t s w i t h i n the P a r t i c i p a t i n g A r e a i n a c c o r d a n c e 

w i t h the r e s p e c t i v e t r a c t p a r t i c i p a t i o n e f f e c t i v e h e r e u n d e r d u r i n g the r e s p e c t i v e 

p e r i o d s such U n i t i z e d Substances w e r e p r o d u c e d , as set f o r t h i n the schedule 

of p a r t i c i p a t i o n i n E x h i b i t " B " o r any a p p r o v e d r e v i s i o n t h e r e o f . T h e amoun t 

of U n i t i z e d Subs tances so a l l o c a t e d to each t r a c t s h a l l f o r a l l i n t en t s and p u r ­

poses be d e e m e d to have been p r o d u c e d f r o m such t r a c t . 

T h e U n i t i z e d Substances a l l o c a t e d to each t r a c t s h a l l be d i s t r i b u t e d 

among, o r a c c o u n t e d f o r t o the p a r t i e s e x e c u t i n g , c o n s e n t i n g t o , o r r a t i f y i n g t h i s 

a g r e e m e n t e n t i t l e d to sha re i n t h e p r o d u c t i o n f r o m such t r a c t i n the same 

m a n n e r , i n the s ame p r o p o r t i o n s , and upon the same c o n d i t i o n s as they 

w o u l d have p a r t i c i p a t e d and s h a r e d i n the p r o d u c t i o n f r o m such t r a c t h a d 

t h i s a g r e e m e n t not been e n t e r e d i n t o and w i t h the same l e g a l f o r c e and e f f e c t . 
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No p a r t i c i p a t i n g t r a c t s h a l l be subsequen t ly e x c l u d e d f r o m 

p a r t i c i p a t i o n h e r e u n d e r on accoun t of d e p l e t i o n of U n i t i z e d Subs tances , and 

n o t h i n g h e r e i n c o n t a i n e d s h a l l be c o n s t r u e d as r e q u i r i n g any r e t r o a c t i v e 

a d j u s t m e n t f o r p r o d u c t i o n o b t a i n e d p r i o r t o the e f f e c t i v e date of p a r t i c i p a t i o n 

of any t r a c t . 

I f the W o r k i n g I n t e r e s t o r the R o y a l t y I n t e r e s t i n any t r a c t a r e 

d i v i d e d w i t h r e s p e c t t o s epa ra t e p a r c e l s o r p o r t i o n s of such t r a c t and owned 

s e v e r a l l y by d i f f e r e n t p e r s o n s , the p a r t i c i p a t i o n pe rcen t age a s s i g n e d to such 

t r a c t , i n the absence of a r e c o r d a b l e i n s t r u m e n t execu ted by a l l o w n e r s 

and f u r n i s h e d to U n i t O p e r a t o r f i x i n g the d i v i s i o n s of o w n e r s h i p , s h a l l be 

d i v i d e d a m o n g such p a r c e l s o r p o r t i o n s i n p r o p o r t i o n to the n u m b e r of 

s u r f a c e a c r e s i n each . 

A n y p a r t y r e c e i v i n g i n k i n d o r s e p a r a t e l y d i s p o s i n g of a l l o r any 

p a r t of the U n i t i z e d Substances a l l o c a t e d to any t r a c t , o r r e c e i v i n g the p r o ­

ceeds t h e r e f r o m i f the same i s s o l d o r p u r c h a s e d by U n i t O p e r a t o r , s h a l l be 

r e s p o n s i b l e f o r the p a y m e n t of a l l r o y a l t y on the lease o r l eases and t r a c t s 

c o n t r i b u t e d by i t and r e c e i v e d i n t o the U n i t , and each such p a r t y s h a l l h o l d 

each o the r p a r t y h e r e t o h a r m l e s s aga ins t a l l c l a i m s , demands and causes of 

a c t i o n f o r such r o y a l t y on the l ease o r l eases and t r a c t s c o n t r i b u t e d by i t to 

the U n i t A r e a . 

I f , a f t e r the e f f e c t i v e date of t h i s a g r e e m e n t , t h e r e i s any t r a c t 

o r t r a c t s tha t a r e subsequen t ly c o m m i t t e d h e r e t o , as p r o v i d e d i n S e c t i o n 4, 

E x p a n s i o n and A u t o m a t i c C o n t r a c t i o n , h e r e o f , o r any t r a c t o r t r a c t s w i t h i n 

the U n i t A r e a not c o m m i t t e d h e r e t o as of the e f f e c t i v e date h e r e o f but w h i c h 

a r e subsequen t ly c o m m i t t e d h e r e t o u n d e r p r o v i s i o n s of Sec t ion 33, N o n j o i n d e r 

and Subsequent J o i n d e r , o r i f any t r a c t i s e x c l u d e d f r o m the U n i t A r e a as 

p r o v i d e d f o r i n S e c t i o n 4 , E x p a n s i o n and A u t o m a t i c C o n t r a c t i o n , o r Sec t i on 32, 

L o s s of T i t l e , the schedu le of p a r t i c i p a t i o n as shown i n E x h i b i t " B " s h a l l be 
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r e v i s e d by the U n i t O p e r a t o r and d i s t r i b u t e d to the W o r k i n g I n t e r e s t O w n e r s 

and the S u p e r v i s o r t o show the new p a r t i c i p a t i o n p e r c e n t a g e of a l l the t h e n 

p a r t i c i p a t i n g t r a c t s ; and the r e v i s e d E x h i b i t " B " , upon a p p r o v a l by the 

D i r e c t o r , s h a l l g o v e r n a l l the a l l o c a t i o n of p r o d u c t i o n a f t e r the e f f e c t i v e date 

t h e r e o f u n t i l a new r e v i s e d E x h i b i t " B " i s so a p p r o v e d and b e c o m e s e f f e c t i v e . 

S E C T I O N 17. R O Y A L T Y S E T T L E M E N T . T h e U n i t e d States of 

A m e r i c a and a l l R o y a l t y O w n e r s w h o , u n d e r an e x i s t i n g c o n t r a c t , a r e e n t i t l e d 

to t ake i n k i n d a sha re of the subs tances p r o d u c e d f r o m any t r a c t u n i t i z e d h e r e ­

u n d e r , s h a l l con t inue t o be e n t i t l e d to such r i g h t to t ake i n k i n d t h e i r sha re of 

the U n i t i z e d Subs tances a l l o c a t e d to such t r a c t , and U n i t O p e r a t o r s h a l l m a k e 

d e l i v e r i e s of such R o y a l t y sha re t a k e n i n k i n d i n c o n f o r m i t y w i t h the a p p l i c a b l e 

c o n t r a c t s , l a w s , and r e g u l a t i o n s . S e t t l e m e n t f o r R o y a l t y I n t e r e s t not t a k e n i n 

k i n d s h a l l be m a d e by W o r k i n g I n t e r e s t O w n e r s r e s p o n s i b l e t h e r e f o r unde r 

e x i s t i n g c o n t r a c t s , l a w s , and r e g u l a t i o n s , on o r b e f o r e the l a s t day of each 

m o n t h f o r U n i t i z e d Subs tances p r o d u c e d d u r i n g the p r e c e d i n g c a l e n d a r m o n t h ; 

p r o v i d e d , h o w e v e r , t ha t n o t h i n g h e r e i n c o n t a i n e d s h a l l o p e r a t e to r e l i e v e the 

l e s sees of any l a n d f r o m t h e i r r e s p e c t i v e l ease o b l i g a t i o n s f o r the p a y m e n t of 

any r o y a l t y due unde r t h e i r l e a se s , except t ha t such r o y a l t y s h a l l be c o m p u t e d 

i n a c c o r d a n c e w i t h the t e r m s of t h i s U n i t A g r e e m e n t . 

I f gas o b t a i n e d f r o m lands not s u b j e c t t o t h i s A g r e e m e n t i s i n t r o d u c e d 

i n t o the U n i t i z e d F o r m a t i o n , f o r use i n r e p r e s s u r i n g , s t i m u l a t i o n of p r o d u c t i o n , 

o r i n c r e a s i n g u l t i m a t e r e c o v e r y i n c o n f o r m i t y w i t h a p l a n a p p r o v e d p u r s u a n t to 

S e c t i o n 11 , P l a n of O p e r a t i o n s , a l i k e a m o u n t of gas , l e s s a p p r o p r i a t e deduc t ions 

f o r l o s s f r o m any cause , m a y be w i t h d r a w n f r o m the U n i t i z e d F o r m a t i o n , 

r o y a l t y f r e e as to d r y gas bu t not as t o the p r o d u c t s e x t r a c t e d t h e r e f r o m ; 

p r o v i d e d such w i t h d r a w a l s h a l l be at such t i m e s as m a y be p r o v i d e d i n the 

a p p r o v e d p l a n of o p e r a t i o n s o r as o t h e r w i s e m a y be consen ted to by the 

S u p e r v i s o r as c o n f o r m i n g t o good e n g i n e e r i n g p r a c t i c e ; and p r o v i d e d f u r t h e r , 
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t ha t such r i g h t of w i t h d r a w a l s h a l l t e r m i n a t e on the t e r m i n a t i o n date of t h i s 

U n i t A g r e e m e n t . 

A l l r o y a l t y due the U n i t e d States of A m e r i c a and the o the r 

R o y a l t y O w n e r s h e r e u n d e r s h a l l be c o m p u t e d and p a i d i n a c c o r d a n c e w i t h 

the t e r m s of the l ea ses on the ba s i s of the U n i t i z e d Substances a l l o c a t e d to 

the r e s p e c t i v e t r a c t o r t r a c t s c o m m i t t e d h e r e t o , i n l i e u of a c t u a l p r o d u c t i o n 

f r o m such t r a c t o r t r a c t s . 

R o y a l t y due the U n i t e d States s h a l l be c o m p u t e d as p r o v i d e d i n 

the o p e r a t i n g r e g u l a t i o n s and p a i d i n va lue o r d e l i v e r e d i n k i n d as to a l l 

U n i t i z e d Substances on the b a s i s of the a m o u n t s t h e r e o f a l l o c a t e d to u n i t i z e d 

F e d e r a l l a n d as p r o v i d e d h e r e i n at the r a t e s s p e c i f i e d i n the r e s p e c t i v e F e d e r a l 

l e a se s , o r at such l o w e r r a t e o r r a t e s as m a y be a u t h o r i z e d by l a w o r r e g u l a t i o n s ; 

p r o v i d e d , t ha t f o r l eases on w h i c h the r o y a l t y r a t e depends on the d a i l y 

a v e r a g e p r o d u c t i o n p e r w e l l , s a i d a v e r a g e p r o d u c t i o n s h a l l be d e t e r m i n e d i n 

a c c o r d a n c e w i t h the o p e r a t i n g r e g u l a t i o n s as t hough the P a r t i c i p a t i n g A r e a 

w e r e a s i n g l e c o n s o l i d a t e d l e a s e . 

E a c h R o y a l t y O w n e r (o the r t han the U n i t e d States of A m e r i c a ) who 

r a t i f i e s t h i s a g r e e m e n t r e p r e s e n t s and w a r r a n t s t ha t he i s the o w n e r of a 

R o y a l t y I n t e r e s t i n a t r a c t o r t r a c t s w i t h i n the U n i t A r e a as h i s i n t e r e s t 

appea r s i n E x h i b i t " B " a t t a c h e d h e r e t o . I f any R o y a l t y I n t e r e s t i n a t r a c t 

o r t r a c t s s h o u l d be l o s t b y t i t l e f a i l u r e o r o t h e r w i s e i n w h o l e o r i n p a r t d u r i n g 

the t e r m of t h i s a g r e e m e n t t h e n the R o y a l t y I n t e r e s t of the p a r t y r e p r e s e n t i n g 

h i m s e l f t o be the o w n e r t h e r e o f s h a l l be r e d u c e d p r o p o r t i o n a t e l y and the 

i n t e r e s t of a l l p a r t i e s s h a l l be a d j u s t e d a c c o r d i n g l y . 

S E C T I O N 18. R E N T A L S E T T L E M E N T . R e n t a l o r m i n i m u m 

r o y a l t i e s due on l eases c o m m i t t e d h e r e t o s h a l l be p a i d by W o r k i n g I n t e r e s t 

O w n e r s r e s p o n s i b l e t h e r e f o r u n d e r e x i s t i n g c o n t r a c t s , l a w s and r e g u l a t i o n s ; 

p r o v i d e d tha t n o t h i n g h e r e i n c o n t a i n e d s h a l l o p e r a t e to r e l i e v e the l e s sees of 
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any l a n d f r o m t h e i r r e s p e c t i v e l ease o b l i g a t i o n s f o r the p a y m e n t of any 

r e n t a l o r m i n i m u m r o y a l t y i n l i e u t h e r e o f , due unde r t h e i r l e a s e s . R e n t a l 

o r m i n i m u m r o y a l t y f o r l ands of the U n i t e d States of A m e r i c a s u b j e c t to 

t h i s a g r e e m e n t s h a l l be p a i d at t he r a t e s s p e c i f i e d i n the r e s p e c t i v e leases 

f r o m the U n i t e d States of A m e r i c a , u n l e s s r e n t a l o r m i n i m u m r o y a l t y i s 

w a i v e d , suspended, o r r e d u c e d by l a w o r by a p p r o v a l of the S e c r e t a r y o r h i s 

d u l y a u t h o r i z e d r e p r e s e n t a t i v e . 

S E C T I O N 19. C O N S E R V A T I O N . O p e r a t i o n s h e r e u n d e r and p r o ­

d u c t i o n of U n i t i z e d Substances s h a l l be conduc ted to p r o v i d e f o r the m o s t 

e c o n o m i c a l and e f f i c i e n t r e c o v e r y of s a i d subs tances w i t h o u t w a s t e , as d e f i n e d 

by o r p u r s u a n t t o F e d e r a l and State l a w s and r e g u l a t i o n s . 

S E C T I O N 20 . D R A I N A G E . T h e U n i t O p e r a t o r s h a l l t ake a p p r o p r i a t e 

and adequate m e a s u r e s to p r e v e n t d r a i n a g e of U n i t i z e d Substances f r o m U n i t i z e d 

L a n d by w e l l s on l a n d not s u b j e c t t o t h i s a g r e e m e n t . 

S E C T I O N 2 1 . L E A S E S A N D C O N T R A C T S C O N F O R M E D A N D 

E X T E N D E D . T h e t e r m s , c o n d i t i o n s and p r o v i s i o n s of a l l l e a se s , sub l eases 

and o the r c o n t r a c t s r e l a t i n g to e x p l o r a t i o n , d r i l l i n g , d e v e l o p m e n t o r o p e r a t i o n 

f o r o i l o r gas on l ands c o m m i t t e d to t h i s a g r e e m e n t a r e h e r e b y e x p r e s s l y 

m o d i f i e d and a m e n d e d to the ex ten t n e c e s s a r y to m a k e the same c o n f o r m t o 

the p r o v i s i o n s h e r e o f , but o t h e r w i s e to r e m a i n i n f u l l f o r c e and e f f e c t , and 

the p a r t i e s h e r e t o h e r e b y consent t ha t the S e c r e t a r y s h a l l , and by h i s a p p r o v a l 

h e r e o f , o r by the a p p r o v a l h e r e o f by h i s d u l y a u t h o r i z e d r e p r e s e n t a t i v e , does 

h e r e b y e s t a b l i s h , a l t e r , change o r r e v o k e the d r i l l i n g , p r o d u c i n g , r e n t a l , 

m i n i m u m r o y a l t y and r o y a l t y r e q u i r e m e n t s of F e d e r a l l eases c o m m i t t e d h e r e t o 

and the r e g u l a t i o n s i n r e s p e c t t h e r e t o to c o n f o r m s a i d r e q u i r e m e n t s to the 

p r o v i s i o n s of t h i s a g r e e m e n t . 

W i t h o u t l i m i t i n g the g e n e r a l i t y of the f o r e g o i n g , a l l l e a se s , sub 

l eases and c o n t r a c t s a r e p a r t i c u l a r l y m o d i f i e d i n a c c o r d a n c e w i t h the f o l l o w i n g : 
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(a) T h e d e v e l o p m e n t and o p e r a t i o n of lands s u b j e c t to 
t h i s a g r e e m e n t u n d e r the t e r m s h e r e o f s h a l l be d e e m e d f u l l p e r f o r m a n c e 
of a l l o b l i g a t i o n s f o r d e v e l o p m e n t and o p e r a t i o n w i t h r e s p e c t to each and 
e v e r y p a r t o r s e p a r a t e l y owned t r a c t sub j ec t t o t h i s a g r e e m e n t , r e g a r d l e s s 
of w h e t h e r t h e r e i s any d e v e l o p m e n t of any p a r t i c u l a r p a r t o r t r a c t of the 
U n i t A r e a , n o t w i t h s t a n d i n g a n y t h i n g to the c o n t r a r y i n any l ease , o p e r a t i n g 
a g r e e m e n t o r o the r c o n t r a c t by and be tween the p a r t i e s h e r e t o , o r t h e i r 
r e s p e c t i v e p r e d e c e s s o r s i n i n t e r e s t , o r any of t h e m . 

(b) D r i l l i n g , p r o d u c i n g o r s e c o n d a r y r e c o v e r y o p e r a t i o n s 
p e r f o r m e d h e r e u n d e r upon any t r a c t of U n i t i z e d L a n d s h a l l be accep ted and 
d e e m e d t o be p e r f o r m e d upon and f o r the b e n e f i t of each and e v e r y t r a c t of 
U n i t i z e d L a n d , and no l ease s h a l l be d e e m e d to e x p i r e by r e a s o n of f a i l u r e 
to d r i l l o r p r o d u c e w e l l s s i t u a t e d on l a n d t h e r e i n e m b r a c e d . 

(c) Suspens ion of d r i l l i n g o r p r o d u c i n g o p e r a t i o n s on a l l 
U n i t i z e d L a n d p u r s u a n t t o d i r e c t i o n o r consent of the S e c r e t a r y o r h i s d u l y 
a u t h o r i z e d r e p r e s e n t a t i v e , s h a l l be d e e m e d to c o n s t i t u t e such suspens ion 
p u r s u a n t to such d i r e c t i o n o r consent as to each and e v e r y t r a c t of U n i t i z e d 
L a n d . 

(d) E a c h l ease , sub l ea se , or c o n t r a c t r e l a t i n g to the 
e x p l o r a t i o n , d r i l l i n g , d e v e l o p m e n t o r o p e r a t i o n f o r o i l and gas w h i c h by i t s 
t e r m s m i g h t e x p i r e p r i o r t o the t e r m i n a t i o n of t h i s a g r e e m e n t , i s h e r e b y 
ex tended b e y o n d any such t e r m so p r o v i d e d t h e r e i n , so tha t i t s h a l l be 
c o n t i n u e d i n f u l l f o r c e and e f f e c t f o r and d u r i n g the t e r m of t h i s a g r e e m e n t . 

(e) T e r m i n a t i o n of t h i s a g r e e m e n t s h a l l not a f f e c t any 
l ease w h i c h , p u r s u a n t to the t e r m s t h e r e o f o r any a p p l i c a b l e l a w s , s h a l l 
con t inue i n f o r c e and e f f e c t t h e r e a f t e r . 

( f ) T h e s e g r e g a t i o n of any F e d e r a l l ease c o m m i t t e d to 
t h i s a g r e e m e n t i s g o v e r n e d by the f o l l o w i n g p r o v i s i o n i n the f o u r t h p a r a g r a p h 
of S e c t i o n 17 ( j ) of the M i n e r a l L e a s i n g A c t , as a m e n d e d by the A c t of 
S e p t e m b e r 2, I 9 6 0 (74 Sta t . 7 8 1 - 7 8 4 ) : ' A n y ( F e d e r a l ) l ease h e r e t o f o r e o r 
h e r e a f t e r c o m m i t t e d to any such (Un i t ) p l a n e m b r a c i n g l ands tha t a r e i n p a r t 
w i t h i n and i n p a r t ou t s ide of the a r e a c o v e r e d by any such p l a n s h a l l be 
s e g r e g a t e d i n t o sepa ra te l eases as to the lands c o m m i t t e d and the lands not 
c o m m i t t e d as of the e f f e c t i v e date of u n i t i z a t i o n ; p r o v i d e d , h o w e v e r , tha t 
any such l ease as t o the n o n - u n i t i z e d p o r t i o n s h a l l con t inue i n f o r c e and e f f e c t 
f o r the t e r m t h e r e o f but f o r not l e s s t han t w o y e a r s f r o m the date of such 
s e g r e g a t i o n and so l o n g t h e r e a f t e r as o i l o r gas i s p r o d u c e d i n pay ing q u a n t i t i e s . " 

S E C T I O N 22. C O R R E C T I O N O F E R R O R S . I t i s h e r e b y a g r e e d by 

a l l p a r t i e s t o t h i s a g r e e m e n t tha t U n i t O p e r a t o r i s e m p o w e r e d to c o r r e c t any 

m a t h e m a t i c a l o r c l e r i c a l e r r o r s w h i c h m a y e x i s t i n the p e r t i n e n t e x h i b i t s to 

t h i s a g r e e m e n t ; p r o v i d e d , h o w e v e r , t ha t c o r r e c t i o n of any e r r o r o the r t han 

m a t h e m a t i c a l o r c l e r i c a l s h a l l be m a d e by U n i t O p e r a t o r o n l y a f t e r f i r s t h a v i n g 

o b t a i n e d a p p r o v a l of W o r k i n g I n t e r e s t O w n e r s and the S u p e r v i s o r . 
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S E C T I O N 23 . C O V E N A N T S R U N W I T H L A N D . T h e covenan ts 

h e r e i n s h a l l be c o n s t r u e d to be covenan ts r u n n i n g w i t h the l a n d w i t h r e s p e c t t o 

the i n t e r e s t of the p a r t i e s h e r e t o and t h e i r s u c c e s s o r s i n i n t e r e s t u n t i l t h i s 

a g r e e m e n t t e r m i n a t e s , and any g r a n t , t r a n s f e r o r conveyance of i n t e r e s t i n 

l a n d o r l eases s u b j e c t h e r e t o s h a l l be and h e r e b y i s c o n d i t i o n e d upon the 

a s s u m p t i o n of a l l p r i v i l e g e s and o b l i g a t i o n s h e r e u n d e r by the g r a n t e e , t r a n s f e r e e 

o r o t h e r s u c c e s s o r i n i n t e r e s t . No a s s i g n m e n t o r t r a n s f e r o f any W o r k i n g 

I n t e r e s t s u b j e c t h e r e t o s h a l l be b i n d i n g upon U n i t O p e r a t o r u n t i l the f i r s t day 

of the c a l e n d a r m o n t h a f t e r U n i t O p e r a t o r i s f u r n i s h e d w i t h the o r i g i n a l , o r 

an accep tab l e p h o t o s t a t i c o r c e r t i f i e d copy , of the r e c o r d e d i n s t r u m e n t of 

t r a n s f e r ; and no a s s i g n m e n t o r t r a n s f e r of any R o y a l t y I n t e r e s t s u b j e c t h e r e t o 

s h a l l be b i n d i n g u p o n the W o r k i n g I n t e r e s t O w n e r r e s p o n s i b l e t h e r e f o r u n t i l the 

f i r s t day of the c a l e n d a r m o n t h a f t e r s a i d W o r k i n g I n t e r e s t O w n e r i s f u r n i s h e d 

w i t h the o r i g i n a l o r an accep tab l e p h o t o s t a t i c o r c e r t i f i e d copy of the r e c o r d e d 

i n s t r u m e n t of t r a n s f e r . 

S E C T I O N 24 . E F F E C T I V E D A T E . T h i s a g r e e m e n t s h a l l become 

b i n d i n g upon each p a r t y w h o executes o r r a t i f i e s i t as of the date of e x e c u t i o n 

o r r a t i f i c a t i o n by such p a r t y and s h a l l b e c o m e e f f e c t i v e as o f 7:00 o ' c l o c k a . m . 

on the f i r s t day of the c a l e n d a r m o n t h nex t f o l l o w i n g the a p p r o v a l of t h i s 

a g r e e m e n t by the S e c r e t a r y o r h i s d u l y a u t h o r i z e d r e p r e s e n t a t i v e . 

I f a p p r o v a l o f t h i s U n i t A g r e e m e n t i s not a c c o m p l i s h e d on o r b e f o r e 

A u g u s t 1, 1968, t h i s a g r e e m e n t s h a l l i p s o f a c t o e x p i r e on s a i d date ( h e r e i n a f t e r 

c a l l e d " e x p i r a t i o n da te" ) and t h e r e a f t e r be of no f u r t h e r f o r c e o r e f f e c t . 

U n i t O p e r a t o r s h a l l at any e a r l i e r t i m e but not l a t e r t h a n t h i r t y 

(30) days a f t e r the e f f e c t i v e date o f t h i s a g r e e m e n t , f i l e f o r r e c o r d i n the 

o f f i c e of the Coun ty C l e r k of E d d y C o u n t y , New M e x i c o , a c o u n t e r p a r t of t h i s 

a g r e e m e n t . W i t h i n t h i r t y (30) days a f t e r s a i d e f f e c t i v e da te , t h e r e a l s o s h a l l 

be f i l e d a c e r t i f i c a t e to the e f f e c t tha t t h i s a g r e e m e n t has b e c o m e e f f e c t i v e 

a c c o r d i n g to i t s t e r m s and s t a t i n g f u r t h e r the e f f e c t i v e da t e . 
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S E C T I O N 25. T E R M . T h e t e r m of t h i s a g r e e m e n t s h a l l be f o r 

the t i m e tha t U n i t i z e d Substances can be p r o d u c e d i n q u a n t i t i e s s u f f i c i e n t to 

pay f o r the cos t of p r o d u c i n g same, and as l o n g t h e r e a f t e r as d r i l l i n g , 

r e w o r k i n g o r o t h e r o p e r a t i o n s ( i n c l u d i n g s e c o n d a r y r e c o v e r y o p e r a t i o n s ) a r e 

conduc ted w i t h o u t a c e s s a t i o n of m o r e t h a n s i x t y (60) c o n s e c u t i v e days , and 

so l o n g t h e r e a f t e r as U n i t i z e d Substances can be p r o d u c e d as a f o r e s a i d . 

T e r m i n a t i o n unde r t h i s p a r a g r a p h s h a l l be e f f e c t i v e as of the f i r s t day of the 

m o n t h a f t e r the U n i t O p e r a t o r d e t e r m i n e s , on c o n f i r m a t o r y data s a t i s f a c t o r y 

t o the D i r e c t o r , t ha t the u n i t i s no l o n g e r p a y i n g . 

T h i s a g r e e m e n t m a y be t e r m i n a t e d at any t i m e by W o r k i n g I n t e r e s t 

O w n e r s h a v i n g a c o m b i n e d U n i t P a r t i c i p a t i o n of at l ease n i n e t y p e r c e n t (90%) 

w i t h the a p p r o v a l of the D i r e c t o r . N o t i c e of t e r m i n a t i o n s h a l l be g i v e n to a l l 

p a r t i e s and f i l e d w i t h the S u p e r v i s o r , and w i t h the County C l e r k of E d d y Coun ty , 

New M e x i c o . 

I f not o t h e r w i s e s p e c i f i e d by the l eases u n i t i z e d under t h i s a g r e e m e n t , 

R o y a l t y O w n e r s h e r e b y g r a n t W o r k i n g I n t e r e s t O w n e r s a p e r i o d of s i x (6) m o n t h s 

a f t e r t e r m i n a t i o n of t h i s a g r e e m e n t i n w h i c h to sa lvage , s e l l , d i s t r i b u t e o r 

o t h e r w i s e d i spose of the p e r s o n a l p r o p e r t y and f a c i l i t i e s u sed i n c o n n e c t i o n 

w i t h U n i t O p e r a t i o n s . 

S E C T I O N 26. R A T E O F P R O S P E C T I N G , D E V E L O P M E N T A N D 

P R O D U C T I O N . A l l p r o d u c t i o n and d i s p o s a l t h e r e o f s h a l l be i n c o n f o r m i t y 

w i t h a l l o c a t i o n s and quotas m a d e o r f i x e d by any d u l y a u t h o r i z e d p e r s o n o r 

r e g u l a t o r y body u n d e r any F e d e r a l o r State s t a t u t e . T h e D i r e c t o r i s h e r e b y 

v e s t e d w i t h a u t h o r i t y to a l t e r o r m o d i f y f r o m t i m e to t i m e , at h i s d i s c r e t i o n , 

the r a t e of p r o s p e c t i n g and d e v e l o p m e n t and, w i t h i n the l i m i t s m a d e o r f i x e d 

by the C o m m i s s i o n , t o a l t e r o r m o d i f y the q u a n t i t y and r a t e of p r o d u c t i o n 

under t h i s a g r e e m e n t , such a u t h o r i t y be ing h e r e b y l i m i t e d to a l t e r a t i o n o r 

m o d i f i c a t i o n i n the p u b l i c i n t e r e s t , the p u r p o s e t h e r e o f and the p u b l i c i n t e r e s t 

t o be s e r v e d t h e r e b y t o be s t a t ed i n the o r d e r of a l t e r a t i o n o r m o d i f i c a t i o n . 
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P o w e r s i n t h i s S e c t i o n v e s t e d i n the D i r e c t o r s h a l l o n l y be 

e x e r c i s e d a f t e r n o t i c e to U n i t O p e r a t o r and o p p o r t u n i t y f o r h e a r i n g to be h e l d 

not l e s s t han f i f t e e n (15) days f r o m n o t i c e , and t h e r e a f t e r s u b j e c t t o a d m i n i s ­

t r a t i v e appea l b e f o r e b e c o m i n g f i n a l . 

S E C T I O N 27 . N O N D I S C R I M I N A T I O N . I n c o n n e c t i o n w i t h the 

p e r f o r m a n c e of w o r k u n d e r t h i s a g r e e m e n t , the U n i t O p e r a t o r ag rees to c o m p l y 

w i t h a l l of the p r o v i s i o n s of S e c t i o n 202 (1) to (7) i n c l u s i v e of E x e c u t i v e O r d e r 

11246 (30 F . R . 12319), w h i c h a r e h e r e b y i n c o r p o r a t e d by r e f e r e n c e i n t h i s 

a g r e e m e n t . 

S E C T I O N 28. A P P E A R A N C E S . U n i t O p e r a t o r s h a l l have the 

r i g h t to appea r f o r o r on b e h a l f of any and a l l i n t e r e s t s a f f e c t e d h e r e b y b e f o r e 

the D e p a r t m e n t to appea l f r o m any o r d e r i s s u e d unde r the r u l e s and r e g u l a t i o n s 

by the D e p a r t m e n t , o r t o app ly f o r r e l i e f f r o m any of s a id r u l e s and r e g u l a t i o n s 

o r i n any p r o c e e d i n g s r e l a t i v e t o o p e r a t i o n s b e f o r e the D e p a r t m e n t , o r any 

o t h e r l e g a l l y c o n s t i t u t e d a u t h o r i t y ; p r o v i d e d , h o w e v e r , t ha t any o the r 

i n t e r e s t e d p a r t y s h a l l a l s o have the r i g h t at h i s o r i t s o w n expense to be 

h e a r d i n any such p r o c e e d i n g . 

S E C T I O N 29 . N O T I C E S . A l l n o t i c e s , demands , o b j e c t i o n s o r 

s t a t e m e n t s r e q u i r e d h e r e u n d e r to be g i v e n or r e n d e r e d to the p a r t i e s h e r e t o 

s h a l l be d e e m e d f u l l y g i v e n i f m a d e i n w r i t i n g and p e r s o n a l l y d e l i v e r e d to the 

p a r t y o r p a r t i e s o r sent by p o s t p a i d c e r t i f i e d o r r e g i s t e r e d m a i l , a d d r e s s e d 

to such p a r t y o r p a r t i e s at t h e i r r e s p e c t i v e add re s se s set f o r t h i n c o n n e c t i o n 

w i t h the s i g n a t u r e s h e r e t o o r t o the r a t i f i c a t i o n o r consent h e r e o f o r to such 

o t h e r a d d r e s s as any such p a r t y o r p a r t i e s m a y have f u r n i s h e d i n w r i t i n g to 

the p a r t y send ing the n o t i c e , d e m a n d o r s t a t e m e n t . 

S E C T I O N 30. NO W A I V E R O F C E R T A I N R I G H T S . N o t h i n g i n t h i s 

a g r e e m e n t c o n t a i n e d s h a l l be c o n s t r u e d as a w a i v e r by any p a r t y h e r e t o of the 

r i g h t t o a s s e r t any l e g a l o r c o n s t i t u t i o n a l r i g h t o r de fense as to the v a l i d i t y 
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o r i n v a l i d i t y of any F e d e r a l o r State l a w or r u l e o r r e g u l a t i o n i s s u e d t h e r e u n d e r 

i n any w a y a f f e c t i n g such p a r t y , o r as a w a i v e r by any such p a r t y o r any r i g h t 

beyond h i s o r i t s a u t h o r i t y to w a i v e . 

S E C T I O N 3 1 . U N A V O I D A B L E D E L A Y . A l l o b l i g a t i o n s under 

t h i s a g r e e m e n t r e q u i r i n g the U n i t O p e r a t o r to c o m m e n c e o r con t inue s e c o n d a r y 

r e c o v e r y o p e r a t i o n s o r to o p e r a t e on o r p r o d u c e U n i t i z e d Substances f r o m any 

of the l a n d c o v e r e d by t h i s a g r e e m e n t s h a l l be suspended w h i l e , but o n l y so 

l o n g as the U n i t O p e r a t o r , de sp i t e the e x e r c i s e of due c a r e and d i l i g e n c e , i s 

p r e v e n t e d f r o m c o m p l y i n g w i t h such o b l i g a t i o n s , i n whole o r i n p a r t , by 

s t r i k e s , ac t s of God , F e d e r a l , State o r m u n i c i p a l l a w o r agency , unavo idab le 

a c c i d e n t , u n c o n t r o l l a b l e de l ays i n t r a n s p o r t a t i o n , i n a b i l i t y t o o b t a i n n e c e s s a r y 

m a t e r i a l s i n open m a r k e t , o r o t h e r m a t t e r s beyond the r e a s o n a b l e c o n t r o l of 

the U n i t O p e r a t o r w h e t h e r s i m i l a r to m a t t e r s h e r e i n e n u m e r a t e d or n o t . 

S E C T I O N 32 . LOSS O F T I T L E . I n the event t i t l e to any t r a c t 

of U n i t i z e d L a n d s h a l l f a i l so as t o r e n d e r the t r a c t i n o p e r a b l e unde r t h i s 

a g r e e m e n t , and the t r u e o w n e r cannot be i n d u c e d t o j o i n t h i s U n i t A g r e e m e n t , 

such t r a c t s h a l l be a u t o m a t i c a l l y r e g a r d e d as not c o m m i t t e d h e r e t o and t h e r e 

s h a l l be such r e a d j u s t m e n t of f u t u r e cos t s and b e n e f i t s and such r e v i s i o n of 

E x h i b i t s n A " and " B " as m a y be r e q u i r e d on account of the l o s s of such t i t l e . 

I n the event of a d i spu t e as t o the t i t l e o r r i g h t of any R o y a l t y o r W o r k i n g 

I n t e r e s t O w n e r the p a y m e n t f o r (o r d e l i v e r y i n k i n d o f ) U n i t i z e d Substances on 

accoun t t h e r e o f m a y be w i t h h e l d (or m a r k e t e d and the p r o c e e d s impounded) 

w i t h o u t l i a b i l i t y o r i n t e r e s t u n t i l the d i spu t e i s f i n a l l y s e t t l e d ; p r o v i d e d , tha t 

as to F e d e r a l l a n d o r l ea ses , no p a y m e n t s of f u n d s due the U n i t e d States of 

A m e r i c a s h a l l be w i t h h e l d but such f u n d s s h a l l be d e p o s i t e d as d i r e c t e d by 

the S u p e r v i s o r t o be h e l d as u n e a r n e d m o n e y pending f i n a l s e t t l e m e n t of the 

t i t l e d i spu t e and t h e n a p p l i e d as e a r n e d o r r e t u r n e d i n a c c o r d a n c e w i t h such 

f i n a l s e t t l e m e n t . 
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U n i t O p e r a t o r as such i s r e l i e v e d f r o m any r e s p o n s i b i l i t y f o r 

any d e f e c t o r f a i l u r e of any t i t l e h e r e u n d e r . 

S E C T I O N 33. N O N J O I N D E R A N D S U B S E Q U E N T J O I N D E R . J o i n d e r 

by any R o y a l t y O w n e r , at any t i m e , m u s t be a c c o m p a n i e d by a p p r o p r i a t e j o i n d e r 

of the c o r r e s p o n d i n g W o r k i n g I n t e r e s t O w n e r i n o r d e r f o r the i n t e r e s t of such 

R o y a l t y O w n e r t o be r e g a r d e d as e f f e c t i v e l y c o m m i t t e d . J o i n d e r to the U n i t 

A g r e e m e n t by a W o r k i n g I n t e r e s t O w n e r , m u s t be a c c o m p a n i e d by a p p r o p r i a t e 

j o i n d e r t o the U n i t O p e r a t i n g A g r e e m e n t , i f any, i n o r d e r f o r such i n t e r e s t to 

be r e g a r d e d as e f f e c t i v e l y c o m m i t t e d to t h i s U n i t A g r e e m e n t . 

I t i s u n d e r s t o o d and a g r e e d , h o w e v e r , t ha t a f t e r t h i r t y (30) days 

f r o m the e f f e c t i v e date h e r e o f the r i g h t of subsequent j o i n d e r as p r o v i d e d i n t h i s 

S e c t i o n s h a l l be s u b j e c t t o such r e q u i r e m e n t s o r a p p r o v a l s and on such bas i s as 

m a y be a g r e e d u p o n by n i n e t y p e r c e n t (90%) of the W o r k i n g I n t e r e s t O w n e r s 

(based upon p a r t i c i p a t i o n p e r c e n t a g e i n the U n i t i z e d L a n d ) . E x c e p t as m a y be 

o t h e r w i s e h e r e i n p r o v i d e d , subsequent j o i n d e r to t h i s A g r e e m e n t s h a l l be 

e f f e c t i v e at 7:00 a . m . as of the f i r s t day of the m o n t h f o l l o w i n g the f i l i n g w i t h 

the S u p e r v i s o r of d u l y execu ted c o u n t e r p a r t s of any and a l l d o c u m e n t s n e c e s s a r y 

to e s t a b l i s h e f f e c t i v e c o m m i t m e n t of any t r a c t o r i n t e r e s t to t h i s A g r e e m e n t , 

un l e s s o b j e c t i o n t o such j o i n d e r by the D i r e c t o r i s d u l y m a d e w i t h i n s i x t y (60) 

days a f t e r such f i l i n g . 

S E C T I O N 34 . C O U N T E R P A R T S . T h i s A g r e e m e n t m a y be execu ted 

i n any n u m b e r of c o u n t e r p a r t s , no one of w h i c h needs to be execu ted by a l l 

p a r t i e s , and m a y be r a t i f i e d o r consen ted to b y sepa ra te i n s t r u m e n t i n w r i t i n g 

s p e c i f i c a l l y r e f e r r i n g h e r e t o , and s h a l l be b i n d i n g upon a l l p a r t i e s who have 

execu ted such a c o u n t e r p a r t , r a t i f i c a t i o n o r consent h e r e t o w i t h the same 

f o r c e and e f f e c t as i f a l l p a r t i e s h a d s i g n e d the same d o c u m e n t , and r e g a r d l e s s 

of w h e t h e r o r not i t i s e x e c u t e d by a l l o t h e r p a r t i e s o w n i n g o r c l a i m i n g an 

i n t e r e s t i n the l a n d w i t h i n the above d e s c r i b e d U n i t A r e a . 

- 2 3 -



S E C T I O N 35. T A X E S . E a c h p a r t y h e r e t o s h a l l , f o r i t s own 

accoun t , r e n d e r and pay i t s sha re of any t axes l e v i e d aga ins t o r m e a s u r e d 

by the a m o u n t o r v a l u e of the U n i t i z e d Substances p r o d u c e d f r o m the U n i t i z e d 

L a n d ; p r o v i d e d , h o w e v e r , t ha t i f i t i s r e q u i r e d o r i f i t be d e t e r m i n e d tha t the 

U n i t O p e r a t o r o r the s e v e r a l W o r k i n g I n t e r e s t O w n e r s m u s t pay o r advance 

s a i d t axes f o r the accoun t of the p a r t i e s h e r e t o , i t i s h e r e b y e x p r e s s l y a g r e e d 

tha t the p a r t i e s so p a y i n g o r advanc ing s a i d t axes s h a l l be r e i m b u r s e d t h e r e f o r 

by the p a r t i e s h e r e t o , i n c l u d i n g R o y a l t y O w n e r s , w h o m a y be r e s p o n s i b l e f o r 

the t axes on t h e i r r e s p e c t i v e a l l o c a t e d sha re of s a i d U n i t i z e d Subs tances . No 

such t axes s h a l l be c h a r g e d to the U n i t e d S ta tes , n o r to any l e s s o r w h o has a 

c o n t r a c t w i t h a l e s see w h i c h r e q u i r e s h i s l e s see to pay such t a x e s . 

S E C T I O N 36. NO P A R T N E R S H I P . T h e d u t i e s , o b l i g a t i o n s and 

l i a b i l i t i e s of the p a r t i e s h e r e t o a r e i n t e n d e d to be s e v e r a l and not j o i n t o r 

c o l l e c t i v e . T h i s a g r e e m e n t i s not i n t e n d e d to c r e a t e , and s h a l l not be 

c o n s t r u e d to c r e a t e , an a s s o c i a t i o n o r t r u s t , o r to i m p o s e a p a r t n e r s h i p 

du ty , o b l i g a t i o n o r l i a b i l i t y w i t h r e g a r d to any one o r m o r e of the p a r t i e s 

h e r e t o . E a c h p a r t y h e r e t o s h a l l be i n d i v i d u a l l y r e s p o n s i b l e f o r i t s o w n 

o b l i g a t i o n as h e r e i n p r o v i d e d . 

S E C T I O N 37. B O R D E R A G R E E M E N T S . Sub jec t to the a p p r o v a l 

of the S u p e r v i s o r and the C o m m i s s i o n e r , i f a p p r o p r i a t e , the U n i t O p e r a t o r , 

w i t h c o n c u r r e n c e of s i x t y - f i v e p e r c e n t (65%) of the W o r k i n g I n t e r e s t O w n e r s , 

based on p e r c e n t a g e of p a r t i c i p a t i o n , m a y en te r i n t o a b o r d e r - p r o t e c t i o n 

a g r e e m e n t o r a g r e e m e n t s w i t h the w o r k i n g i n t e r e s t o w n e r s of a d j a c e n t lands 

a long the e x t e r i o r b o u n d a r y o f the U n i t A r e a w i t h r e s p e c t t o the o p e r a t i o n s i n 

the b o r d e r a r e a f o r the m a x i m u m u l t i m a t e r e c o v e r y , c o n s e r v a t i o n pu rposes 

and p r o p e r p r o t e c t i o n of the p a r t i e s and i n t e r e s t s . 
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IN WITNESS WHEREOF, the part ies hereto have caused this 

agreement to be executed and have set opposite the i r respective names and 

dates of execution. 

A T T E S T : 

Assistant Secretary-

Date Executed: . J u j j t , / I , ' f C y 

KEWANEE O I L COMPANY 

By 

Vice - President 

STATE OF O K L A H O M A ) 

) 
COUNTY OF T U L S A ) 

r The foregoing instrument was acknowledged before me this j_ 
day of y j q ^ j l i o , 1967, by J . M . Harb ison Vice 
P r e s i d e n t ^ K E W A N E E O I L COMPANY, a corporat ion, on behalf of said 
corpora t ion . 

/ Notary Public 
M y Commiss ion Exp i re s : 

Mv commission expires July 31, ,1969 
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