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complction hereunder of a well capable of producing any unitized

.
subslance In vaying cuantities, no }urther viells, excewni the
inditis) obligations wells end such as may be necessary to afiord
proflaoction oo Lo coos net undoer Lhils agrecnaont ond suecelh o
oy boe Specifically wpproved by Lne E‘»U.pel"v,i:.‘;O}’ and the Lond

Commissioner, shall be drilled except in accordance with a plan
of development approved as herein provided.

11. PAR&TCLPATlON ATFTER DISCOVERY.
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bubmJL for approv“] by Lhc SUpCPVLuOP and the Land Commlos¢on r a
schedule, based on subdivisions of the public land survey or
aliguol paris. thereofl, of all land then regarded as reasonably

_ or fesessar Yor  wnit operatioms
proved to be productive in paying quartitiespAfrem the pool or
deposit for which the participating area is to be established. A11

lands in said schedule, on approval of the Supervisor and the

Land Commissioner, v111 constitute the initial participating ares,

effective as of the‘d%iﬁﬁkﬁL'le}gfl”“ sty ot

effective date of this Unit.Agreement,_wL:QLvar et
acreages of both Federal and non- deera1 lands sha]l be based upon
appropriaté computations from the courses and distances shown én
the last &pproved public land survey as of the effective dete of
the initial participating areé. Said séhedule also shall set forth
the percentage of unitized substances to be allocated as herein
provide&‘to.eacp unitized tract in the participating arca go
estéblished, and shall govern the allocation of_producpion from and
after the ddﬁe the participating area becomes effeclive. A

separate participating area shall be established -n—ico—mrarer

for ecach scparatc pool or deposit of unitized substances or for any

‘é#fmzu;e as o VA:, Q/d/e, ok %e_ CorrpP /e;[/m ¥ %C/ dfsﬂﬂﬂé"”y cee s’
group thercofl whilch must be producA s o single poolaAa Any Lwo or

more participating arcas so established shall be combined into one
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when 1t is demonstrated that such areas embrace portions of the

same nool or deposit, effeciive as of guch date as may be approved
by the Supciviser and the Iarui Comnissloner.  The participating
aron ol wrous so estoblished snall be rovised from time to Line,
subjcet Lo like approval, whenever such aclticon appears proper &o

a result of further drilling operations or otherwise, To includce
additional land then regardcd as reasonably pfovcd to be productive
. . or necessary S wn/t gpera¥sons,
dAn paying guantities,aor to exclude land then regarded as reasonably
or recessar Yor  un/r- o/owwv‘/owsv
proved not to be productive in paying dyantitieSAand the percentage
of allocation shall also be revised accordingly. The effective
date of any revision shall beithé first of the month in which is
abtained the knowicdge'or information in which such revision is
predicated; provided, however, that a more appropriate effective
date may be used if justified by the Unit Operator and approved by
the Supervisor and the Land Cammissioner._ No land shall be
excluded from a participating area on-account of depletion of the
unitized substances.

It is the intent of this'section.that a participating area
shall represent the ares known or reaaonabiy eutin;tea to be

E LOF e CesSary Yy wp/¥ operavebrs in
productive in paying quantitiesp#sees a specific pool or deposit;
but, regardless of any revision of the participating area, nothing
herein contained shall be construed as requiring any retroactive
adjustment’ for production obtained prior to the effective datefofﬁ
the revision of the participating area.

In the absence of agreement at any;time between the Unit
Operator and the Supervispr and the Land Commissioner as to the
proper definition or redeflinition of a participating arca, or until
a participating area has, or areas have, been established as
provided hercin, the portion of all payments alfected thereby
be impounded in a manncer mulually acceptable to the owners of
working intercsts,' excepl royaltlies aua the United States and the

Ubte Mountein Indian Tribe or the State of liew lexico, tho amount of
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whiiceh shinll be determinced by the Supervisor for Federal or Indian

-~

lands arnd the Land Commissionesr for Stete lands and Lhe Congscorvalion

. . . et e de o N T UPTRN PRI B - ] -, PP
Comalonion as Lo privately owned lands, shall be depoesited ao

oa by Lhe & ey isaor and Yo Tand Conmnlsniohicl I SOOI C U SN

to bo Laed o uneorned money until a participaling arca io [Minalily
approved and then applied as ecarned or returncd in accordance with
a determination of the sum due as Federal, Indian and/or State

royally on the basis of such approVed participating arca.

Whenever it is determined, subject to the approval of the
Suporvisor, as to welld.drilled on Federal or Indian land, and cf
the Land Commissioner as to wellé drillod.on State land, and the
Consorvation Commission as ﬁo wells on privately ovned lands, that
a well drilled under this agreement is not capable of production
in paying quantities and inclusion of the 1aod on Whichvit is
sitvated in a participating area 1s unwarranted, production from
such well shall, for the purposes of gettlement among all parties
other than working interest owners, be allocated to the lard on
which the well is located so long as such land is not within a
'-participaﬁing arca established for the pool or depo“it Trom which
such production is obtained. Sottlement for working interest
benefits from such a wéll shall be made as provided in the unit
operating agreement.

12. ALLOCATION Or PRODUCTION.

Ali unitized substances broduced from each participating area
established-under this agreement, excepp‘any parﬁ thereof used in
conformity with good ope;atiné practices within the participaling
aroé from which it is produced, for drilling, operating, camp and
other production or development purposes, for repressuring or
recycling in accordance with a plan of development qpproved by the

Supervisor and the Land Commissioner, or unavoldably lost, shall be

3.1
1

decned to be produccd_ersm= e roa e nasts from the sevoral

tracts of unitized land of the participaling arca established fonr
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such production and, for the purpose of determining any beneiits

accrning under this agrecmoent, each such tract of uniiized land

st 1l hoeve allocated to 10 such pervcentagze of sald p“OlU(L Lon e
Lhio nuuber of aeren of asnch Lrocel dncludead 0 said parliciyollng

aycae brars Lo Lrne total aeren ol unitized land n said parlicipailing:
arca, cxceptl that allocation of production hereunder for purposcs
other than for settlement of the royalty, overriding royaltly, or
payment out ol production obligations of the respeclive working
interest owners, shall be on the basis prescribed in the unit
operating agreement whether in conformity with the besis of

e . P S S -
allocation herein set forth or otherwisea It is hercby agrced that

the pnrass "and the allocation of production

to a particivating area on the basis of its
unit operations mseyv be upon such P0U¢U&%T° reo
pe may be arnproved by the Director.," Dbetween the )
word "otherwise" and the period in Line 11 of Page 18, .

Réyéfﬁ§ shall be due and payable on all gas'produced from one
participating area and used for fepressuring or recycling purposce
in another participating area. The first gas w1thdﬂ wnn from such
last-mentioned participating area for sale during the iife ol this
agreecment shall be trecated in the same manner aé géé obtained fromn
lands not'subject to thevagréement, see Section 14 hereof,

13. DEVELOPMENT OR ORERATION OF NOlIPuRTIC‘LPATING LAND OR
POhWAWlOWS

Any party or parties hereto owning or controlling the working

interecst in any unitized land having thercon a regular well location
may with the approval Qf the'Supervisor'as to Pederal and Indian
land, the Iend Commissionér'as to State'iand, and the Conservatibn
Commission as to privatoiy oﬁned land, and subject to the non-
confiicting provisiéns of the Unit Operating Agreceincent, atl such
partyfs or parties' sole risk, costls, and expcnse drill a well at
such location on such land to test any interval for which a
participalting area has not been established or o test any interval
for which a participating area has bean established if sﬁch locat or
is not within said participating arca, unlcess within 90 days of
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