
UNIT AGREEMENT 
FOR THE DEVELOPMENT AND OPERATION 

OF THE 
SOUTHEAST SALADO UNIT AREA 

COUNTY OF LEA 
STATE OF NEW MEXICO 

THIS AGREEMENT, e n t e r e d i n t o as of t h e 23rd day of October, 1989, 
by and between t h e p a r t i e s s u b s c r i b i n g , r a t i f y i n g , o r c o n s e n t i n g 
h e r e t o , and h e r e i n r e f e r r e d t o as the " p a r t i e s h e r e t o " , 

WITNESSETH; 

WHEREAS, t h e p a r t i e s h e r e t o a r e t h e owners o f w o r k i n g , r o y a l t y , o r 
o t h e r o i l and gas i n t e r e s t s i n the u n i t area subject, t o t h i s agreement; 
and 

WHEREAS, t h e M i n e r a l Leasing Act. o f February 25, 1920, 4.1 S t a t u t e 
437, as amended 30 U.S.C. S e c t i o n .181 e t . seq., a u t h o r i z e s F e d e r a l 
l essees and t h e i r r e p r e s e n t a t i v e s t o u n i t e w i t h each o t h e r , o r j o i n t l y 
o r s e p a r a t e l y w i t h o t h e r s , i n c o l l e c t i v e l y a d o p t i n g and o p e r a t i n g a 
u n i t p l a n o f development o r o p e r a t i o n s o f any o i l and gas p o o l , f i e l d , 
or l i k e a r e a , o r any p a r t t h e r e o f of t h e purpose o f more p r o p e r l y 
c o n s e r v i n g t h e n a t u r a l r e s o u r c e s t h e r e o f whenever d e t e r m i n e d and 
c e r t i f i e d by t h e S e c r e t a r y of the I n t e r i o r t o be necessary o r a d v i s a b l e 
i n t h e p u b 1 i c i n t. e r e s 15 a n d 

WHEREAS, t h e O i l C o n s e r v a t i o n D i v i s i o n o f t h e New Mexico Energy 
and M i n e r a l s Department, i s a u t h o r i z e d by an a c t of t h e L e g i s l a t u r e 
(Chapter 70 and 7 1 , NM S t a t u t e s 1978 Annotated} t o approve t h i s 
agreement, and t h e c o n s e r v a t i o n p r o v i s i o n s h e r e o f ; and 

WHEREAS, t h e p a r t i e s h e r e t o h o l d s u f f i c i e n t i n t e r e s t s i n t h e 
Southeast Salado U n i t Area c o v e r i n g t h e land h e r e i n a f t e r d e s c r i b e d t o 
g i v e r e a s o n a b l y e f f e c t i v e c o n t r o l o f o p e r a t i o n s t h e r e i n ; and 

WHEREAS, i t i s t h e purpose of t h e p a r t i e s h e r e t o t o conserve 
n a t u r a l r e s o u r c e s , prevent, waste, and secure o t h e r b e n e f i t s o b t a i n a b l e 
t h r o u g h development and o p e r a t i o n o f t h e area s u b j e c t t o t h i s agreement 
under t h e terms, c o n d i t i o n s and l i m i t a t i o n s h e r e i n s e t f o r t h ; 

NOW, THEREFORE, i n c o n s i d e r a t i o n of t h e premises and t h e promises 
h e r e i n c o n t a i n e d , t h e p a r t i e s h e r e t o commit t o t h i s agreement 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 t h e be l o w - d e f i n e d u n i t a r e a , and agree 
s e v e r a l l y among themselves as f o l l o w s : 

1. ENABLING ACT AND REGULATIONS. The M i n e r a l Leasing Act of 
February 25, .1.920, as amended, 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 or v a l i d , p e r t i n e n t and reas 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 re accepted and made a p a r t o f t h i s 
agreement as t o Fed e r a l l a n d s , p r o v i d e d such r e g u l a t i o n s a r e n o t 
i n c o n s i s t e n t w i t h t h e terms o f t h i s agreement; and as t o non-Federal 
l a n d s , t h e o i l and gas o p e r a t i n g r e g u l a t i o n s i n e f f e c t as of t h i s 
e f f e c t i v e d ate hereof g o v e r n i n g d r i l l i n g and p r o d u c i n g o p e r a t i o n s , n o t 
i n c o n s i s t e n t w i t h t h e terms hereof o r t h e laws o f t h e State? i n which 
t h e non-Federal land i s l o c a t e d , a r e hereby accepted and made a. p a r t o f 
t h i s agreement. 

2. UNIT AREA. The f o l l o w i n g d e s c r i b e d land i s hereby 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 t h e u n i t area: 

Township 26 South,, Range 33 East. N.M.P.M 
S e c t i o n 23: A l l 
S e c t i o n 24s W/2 
section 26: A I I f BEFORE EXAMINER STOGNER 
S e c t i o n 2 7 : E / 2 f OilCONSE-RWTSON DIVISION 
S e c t i o n 3 4 : N /2 N E / 4 , L o t s 1 , 2 
S e c t i o n 3 5 : A l l I vL̂ M b̂L— EXHIBIT Na L 
C o n t a i n i n g 2 3 7 8 . 1 5 a c r e s more o r l e s s -f^ASE NO Q€>"2-*|* 



E x h i b i t "A" shows, i n a d d i t i o n to the boundary of the u n i t area, 
the boundaries and i d e n t i t y of t r a c t s and leases i n said area t o the 
extent known to the Unit Operator. E x h i b i t "B" attached hereto i s a 
schedule showing to the extent known to the Unit. Operator, the acreage, 
percentage, and kind pf ownership of o i l and gas i n t e r e s t s i n a l l lands 
i n the u n i t area. However, nothing herein or i n E x h i b i t s "A" and "B" 
s h a l l be construed as a representation by any party hereto as to the 
ownership of any i n t e r e s t other than such i n t e r e s t or i n t e r e s t s as are 
shown i n the E x h i b i t s as owned by such pa r t y . E x h i b i t s "A" and "B" 
s h a l l be revised by the Unit Operator whenever changes i n the u n i t area 
or i n the ownership i n t e r e s t s i n the i n d i v i d u a l t r a c t s render such 
r e v i s i o n necessary, or when requested by the Authorised o f f i c e r , 
h e r e i n a f t e r r e f e r r e d to as "AO", and not less than four (4) copies of 
the revised E x h i b i t s s h a l l be f i l e d w i t h the proper Bureau of Land 
Management o f f i c e , and one (1) copy w i t h the New Mexico O i l 
Conservation D i v i s i o n of the Energy and Minerals Department, 
h e r e i n a f t e r r e f e r r e d t o as " D i v i s i o n " . 

The above-described u n i t area s h a l l , when p r a c t i c a b l e , be expanded 
to include t h e r e i n any a d d i t i o n a l lands or s h a l l be contracted to 
exclude lands wheneve?r such expansion or c o n t r a c t i o n i s deemed to be 
necessary or advisable to conform w i t h the purposes of t h i s agreement. 
Such expansion or c o n t r a c t 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 
manner: 

(a) Unit Operator, on i t s own motion ( a f t e r p r e l i m i n a r y 
concurrence by the AO), or on demand of the AO s h a l l prepare a Notice 
of Proposed Expansion or Contraction de s c r i b i n g the contemplated 
changes i n the boundaries of the u n i t area, the reasons t h e r e f o r e , any 
plans f o r a d d i t i o n a l d r i l l i n g , and the proposed e f f e c t i v e date of the 
expansion or c o n t r a c t i o n , p r e f e r a b l y the f i r s t day of a month 
subsequent to the date of n o t i c e . 

(b) Said n o t i c e s h a l l be d e l i v e r e d to the proper Bureau of Land 
Management o f f i c e and the D i v i s i o n , and copies thereof mailed t o the 
l a s t known address of each working i n t e r e s t owner, lessee and lessor 
whose i n t e r e s t s are a f f e c t e d , advising t h a t 30 days w i l l be allowed f o r 
submission to the U n i t Operator of any o b j e c t i o n s . 

(c) Upon e x p i r a t i o n of the 30-day period provided i n the 
preceding item (b) hereof, Unit Operator s h a l l f i l e w i t h the AO and the 
D i v i s i o n , evidence of m a i l i n g of the Notice of Expansion or Contraction 
and a copy of any o b j e c t i o n s t h e r e t o which have been f i l e d w i t h Unit 
Operator, together w i t h an a p p l i c a t i o n i n t r i p l i c a t e , f o r approval of 
such expansion or c o n t r a c t i o n and w i t h appropriate j o i n d e r s . 

(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 
expansion or c o n t r a c t i o n s h a l l , upon approval by the AO and the 
D i v i s i o n , become e f f e c t i v e as of the date prescribed i n the n o t i c e 
thereof or such other appropriate date. 

(e) Notwithstanding any p r i o r e l i m i n a t i o n under the " D r i l l i n g to 
Discovery" s e c t i o n , a l l l e g a l s u b d i v i s i o n s of lands " ( i . e . , 40 acres by 
Government survey or i t s nearest l o t or t r a c t e q u i v a l e n t ; i n instances 
of i r r e g u l a r surveys, unusually large l o t s or t r a c t s s h a l l be 
considered i n m u l t i p l e s of 40 acres or the nearest, a l i q u o t e q u i v a l e n t 
t h e r e o f ) , no parts of which are e n t i t l e d to be i n a p a r t i c i p a t i n g area 
on or before the f i f t h anniversary of the e f f e c t i v e date of the f i r s t 
i n i t i a l p a r t i c i p a t i n g area established under t h i s u n i t agreement, s h a 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 from t h i s agreement, effectives as of said 
f i f t h anniversary, and such lands s h a l l no longer be a p a r t of the u n i t 
area and s h a l l no longer be subject to t h i s agreement, unless d i l i g e n t 
d r i l l i n g operations are i n progress on u n i t i z e d lands not e n t i t l e d to 
p a r t i c i p a t i o n on said f i f t h anniversary, i n which event a l l such lands 
s h a l l remain subject hereto f o r so long as such d r i l l i n g operations are 
continued d i l i g e n t l y , w i t h not more? than n i n e t y (90) days' time 
elapsing between the completion of one such w e l l and the commencement 
of the next such w e l l . A l l l e g a l s u b d i v i s i o n s of lands not e n t i t l e d t o 
be i n a p a r t i c i p a t i n g area w i t h i n ten (.1.0) years afte?r the e f f e c t i v e 
date? of the? f i r s t i n i t i a l p a r t i c i p a t i n g area approved under t h i s 
agreeme?nt s h a l l be? a u t o m a t i c a l l y e l i m i n a t e d from t h i s agreement as of 



said t e n t h anniversary. The Unit Operator 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 hereunder, describe 
the? area so eli m i n a t e d to the s a t i s f a c t i o n of the AO and promptly 
n o t i f y a l l p a r t i e s i n i n t e r e s t . A l l Lands reasonably proved productive 
of u n i t i z e d substances i n paying q u a n t i t i e s by d i l i g e n t d r i l l i n g 
operations aftejr the aforesai d 5-~year period s h a l l become p a r t i c i p a t i n g 
i n the same manner as during said f i r s t 5-year period. However, when 
such d i l i g e n t d r i l l i n g operations cease, a l l n o n - p a r t i c i p a t i n g lands 
not. then e n t i t l e d t o be i n a p a r t i c i p a t i n g area s h a l l be a u t o m a t i c a l l y 
e l i m i n a t e d e f f e c t i v e as of the 91st day t h e r e a f t e r . 

Any expansion of the u n i t area pursuant t o t h i s s e c t i o n which 
embraces lands t h e r e t o f o r e e l i m i n a t e d pursuant to t h i s Subsection 2(e) 
s h a l l not be considered automatic commitment, or recommitment of such 
lands. I f c o n d i t i o n s warrant extension of the 10-year period s p e c i f i e d 
i n t h i s subsection, a s i n g l e extension of not. to exceed two (2) years 
may be accomplished by consent, of the owne?rs of 90"/. of the working 
i n t e r e s t s i n the cu r r e n t n o n - p a r t i c i p a t i n g u n i t i z e d lands and the 
owners of 60"/. of the basic r o y a l t y i n t e r e s t s (exclusive of the basic 
r o y a l t y i n t e r e s t s of the United States) i n n o n - p a r t i c i p a t i n g u n i t i z e d 
lands w i t h approval of the AO provided such extension a p p l i c a t i o n i s 
submitted not l a t e r than s i x t y (60) days p r i o r t o the e x p i r a t i o n of 
said 10-year period. 

3. UNITIZED LAND AND UNITIZED SUBSTANCES. A l l land now or 
hereaf t e r committed to t h i s agreement s h a l l c o n s t i t u t e land r e f e r r e d to 
herein as " u n i t i z e d land" or "land subject to t h i s agreement". A l l o i l 
and gas i n any and a l l formations of the u n i t i z e d land are u n i t i z e d 
under the terms of t h i s agreement and herein are c a l l e d " u n i t i z e d 
substances". 

4. UNIT OPERATOR. Ralph E. Williamson. Suite 550 One Marienfeld 
Place. Midland. Texas 79701. hereby designated as Unit Operator and by 
signature hereto as Unit. Operator agrees and consents t o accept the 
du t i e s and o b l i g a t i o n s of Unit Operator, f o r the discovery, 
development, and production of u n i t i z e d substances as herein provided. 
Whenever reference i s made herein to the Unit Operator, such reference 
means the Unit Operator a c t i n g i n t h a t capacity and not as an owner of 
i n t e r e s t i n u n i t i z e d substances, and the term "working i n t e r e s t owner" 
when used herein s h a l l include or r e f e r to Unit Operator as the owner 
of a working i n t e r e s t only when such an i n t e r e s t i s owned by i t . 

5. RESIGNATION OR REMOVAL. OF UNIT OPERATOR. Unit Operator s h a l l 
have the r i g h t to resign a t any time* p r i o r to the establishment of a 
p a r t i c i p a t i n g area or areas hereunder, but such r e s i g n a t i o n s h a l l not 
become e f f e c t i v e so as to release Unit Operator from the d u t i e s and 
o b l i g a t i o n s of Unit. Operator and terminate Unit Operator's r i g h t s as 
such f o r a period of s i x (6) months a f t e r n o t i c e of i n t e n t i o n to resign 
has been served by Unit Operator on a l l working i n t e r e s t owners, the AO 
and the D i v i s i o n , and u n t i l a l l w e l l s then d r i l l e d hereunder are placed 
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 suspension or abandonment, whichever i s 
required by the AO as t o Federal lands and the D i v i s i o n as t o fee 
lands, unless a new Unit Operator s h a l l have been selected and approved 
and s h a l l have taken over and assumed the d u t i e s and o b l i g a t i o n s of 
Unit Operator p r i o r to the e x p i r a t i o n of said period. 

Unit Operator s h a l l have the r i g h t to resign i n l i k e manner and 
subject t o l i k e l i m i t a t i o n s as above provided a t any time a f t e r a 
p a r t i c i p a t i n g area established hereunder i s i n existence, but i n a l l 
instances of r e s i g n a t i o n or removal, u n t i l a successor Unit Operator i s 
selected and approved as h e r e i n a f t e r provided, the working i n t e r e s t 
owners s h a l l be j o i n t l y responsible? f o r performance of the d u t i e s of 
Unit Operator, and s h a l l not l a t e r than t h i r t y (30) days before such 
r e s i g n a t i o n or removal becomes e f f e c t i v e appoint a common agent to 
represent, them i n any ac t i o n to be taken hereunder. 

The r e s i g n a t i o n of Unit Operator s h a l l not release U n i t Operator 
from any l i a b i l i t y f o r any d e f a u l t by i t hereunder o c c u r r i n g p r i o r t o 
the e f f e c t i v e date of i t s r e s i g n a t i o n . 

The Unit Operator may, upon d e f a u l t or f a i l u r e i n the performance 
of i t s d u t i e s or o b l i g a t i o n s hereunder, be subject to removal by the 



same percentage vote of the owners of working i n t e r e s t s as herein 
provided f o r the s e l e c t i o n of a new Unit Operator. Such removal s h a l l 
be e f f e c t i v e upon n o t i c e thereof to the AO. 

The r e s i g n a t i o n or removal of Unit Operator under t h i s agreement 
s h a l l not. terminate i t s r i g h t , t i t l e , or i n t e r e s t as the owner of a 
working i n t e r e s t or other i n t e r e s t i n u n i t i z e d substances, but upon the 
re s i g n a t i o n or removal of Unit Operator becoming e f f e c t i v e , such Unit 
Operator s h a l l d e l i v e r possession of a l l w e l l s , equipment, m a t e r i a l s , 
and appurtenances used i n conducting the u n i t operations t o the newly 
q u a l i f i e d successor Unit Operator or to the common agent, i f no such 
new Unit. Operator i s selected, e l e c t e d , to be used f o r the purpose of 
conducting u n i t ope?rat.ions hereunder. Nothing herein s h a l l be 
construed as a u t h o r i z i n g removal of any m a t e r i a l , equipment, or 
appurtenances needed f o r the preservation of any w e l l s . 

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator s h a l l 
tender h i s or i t s r e s i g n a t i o n as Unit Operator or s h a l l be removed as 
hereinabove provided, or a change of Unit Operator i s negotiated by the 
working i n t e r e s t , owners, the owners of the working i n t e r e s t s according 
to t h e i r r espective acreage i n t e r e s t s i n a l l u n i t i z e d land s h a l l , 
pursuant, to the approval of the p a r t i e s requirements of the u n i t 
operating agreement, s e l e c t a successor Unit Operator. Such s e l e c t i o n 
s h a l l not become e f f e c t i v e u n t i l ! 

(a) a Unit Operator so selected s h a l l accept i n w r i t i n g the 
dut i e s and r e s p o n s i b i l i t i e s of Unit Operator, and 

(b) the s e l e c t i o n s h a l l have been approved by the AO. 

I f no successor Uni t Operator i s selected and q u a l i f i e d as herein 
provided, the AO at. his/her e l e c t i o n may declare t h i s u n i t agreement 
terminated. 

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. I f the 
Unit Operator i s not the sole owner of working i n t e r e s t s , costs and 
expenses incurred by Unit Operator i n conducting unit, operations 
hereunder s h a l l be paid and apportioned among and borne by the owners 
of working i n t e r e s t , a l l i n accordance w i t h the? agreement, or agreements 
entered i n t o by and between the Unit. Operator and the owners of working 
i n t e r e s t s , whether one or more, separately or c o l l e c t i v e l y . Any 
agreement or agreements e?ntere?d i n t o between the working i n t e r e s t 
owners and the Unit Operator as provided i n t h i s s e c t i o n , whether one 
or more, are herein r e f e r r e d to as the? " u n i t operating agreement". 
Such u n i t operating agreement s h a l l also provide the manner i n which 
the working i n t e r e s t owners s h a l l be e n t i t l e d t o receive t h e i r 
respective proportionate? and a l l o c a t e d share of the b e n e f i t s accruing 
hereto i n conformity w i t h t h e i r underlying operating agreements, 
leases, or other independent c o n t r a c t s , and such other r i g h t s and 
o b l i g a t i o n s as between Unit Operator and the working i n t e r e s t owners as 
may be? agre?ed upon by Unit Operator and the working i n t e r e s t owners; 
however, no such u n i t operating agreement s h a l l be deemed e i t h e r t o 
modify any of the terms and co n d i t i o n s of t h i s u n i t agreement or to 
relie?ve the Unit Operator of any r i g h t or o b l i g a t i o n e s tablished under 
t h i s u n i t agreement, and i n case of any inconsistency or c o n f l i c t 
between t h i s agreement and the u n i t operating agreement, t h i s agreement 
s h a l l gove?rn. Two copies of any u n i t operating agreement executed 
pursuant, to t h i s s ection s h a l l be f i l e d i n the proper Bureau of Land 
Management o f f i c e and one true? copy w i t h the? D i v i s i o n p r i o r t o approval 
of t h i s u n i t agreement. 

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise 
s p e c i f i c a l l y provided herein, the? exclusive? r i g h t , p r i v i l e g e , and duty 
of exe?rcising any and a l l r i g h t s of the p a r t i e s hereto which are 
necessary or convenient f o r prospe?ct.ing f o r , producing, s t o r i n g , 
a l l o c a t i n g , and d i s t r i b u t i n g the u n i t i z e d substances are hereby 
delegated to and s h a l l be exercised by the Unit Operator as herein 
prov.ide?d. Acceptable evidence of t i t l e t o said r i g h t s s h a l l be 
deposited w i t h Unit Operator and, together w i t h t h i s agreement, s h a l l 
constitute? and defi n e the r i g h t s , p r i v i l e g e s , and o b l i g a t i o n s of Unit 
Operator. Nothing herein, however, s h a l l be construed to t r a n s f e r 
t i t l e to any land or t o any lease or operating agreement, i t being 
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understood t h a t under t h i s agreement the Unit Operator, i n i t s capacity 
as Unit Operator, s h a l l exercise the r i g h t s of possession and use 
vested i n the p a r t i e s hereto only f o r the purposes herein s p e c i f i e d . 

9. DRILLING TO DISCOVERY. Within s i x (6) months a f t e r the 
e f f e c t i v e date hereof, the Unit Operator s h a l l commence to d r i l l an 
adequate t e s t w e l l at a l o c a t i o n approved by the AO, i f on Federal land 
and by the D i v i s i o n i f on Fee land, unless on such e f f e c t i v e date a 
well i s being d r i l l e d i n conformity w i t h the terms hereof, and 
t h e r e a f t e r continue such d r i l l i n g d i l i g e n t l y u n t i l the Delaware 
formation has been tested or u n t i l at a lesser depth u n i t i z e d 
substances s h a l l be discovered which can be produces i n paying 
q u a n t i t i e s ( t o - w i t : q u a n t i t i e s s u f f i c i e n t t o repay the costs of 
d r i l l i n g , completing, and producing operations, w i t h a reasonable 
p r o f i t . ) or the Unit Operator s h a l l a t any time e s t a b l i s h t o the 
s a t i s f a c t i o n of the AO i f on Federal land or the D i v i s i o n i f located on 
Fee land, t h a t f u r t h e r d r i l l i n g of said w e l l would be unwarranted or 
imp r a c t i c a b l e , provided, however, t h a t Unit Operator s h a l l not i n any 
event be required to d r i l l said w e l l to a depth i n excess of 9000 f e e t . 
U n t i l the discovery of U n i t i z e d substances capable of being produced i n 
paying q u a n t i t i e s , the Unit Operator s h a l l continue d r i l l i n g one we l l 
at a time, a l l o w i n g not. more than s i x (6) months between the completion 
of one we l l and the commencement of d r i l l i n g operations f o r the next 
w e l l , u n t i l a wel l capable of producing u n i t i z e d substances i n paying 
q u a n t i t i e s i s completed t o the s a t i s f a c t i o n of the AO i f i t be on 
Federal land or the D i v i s i o n i f on Fee land, or u n t i l i t i s reasonably 
proved t h a t the u n i t i z e d land i s incapable of producing u n i t i z e d 
substances i n paying q u a n t i t i e s i n the formations d r i l l e d hereunder. 
Nothing i n t h i s s e c t i o n s h a l l be deemed to l i m i t the r i g h t of the Unit 
Operator t o resign as provided i n Section 5 hereof, or as r e q u i r i n g 
Unit Operator to commence or continue any d r i l l i n g during the period 
pending such re?s.ignation becoming e f f e c t i v e i n order to comply w i t h the 
requirements of t h i s s e c t i o n . 

The AO may modify any of the d r i l l i n g requirements of t h i s s e c t i o n 
by g r a n t i n g reasonable extensions of time when, i n t h e i r o p i n i o n , such 
a c t i o n i s warranted. 

Upon f a i l u r e t o commence any we l l as provided f o r i n t h i s s e c t i o n 
w i t h i n the time allowed, p r i o r to the establishment of a p a r t i c i p a t i n g 
area, i n c l u d i n g any extension of time granted by the AO t h i s agreement 
w i l l a u t o m a t i c a l l y terminate. Upon f a i l u r e t o continue d r i l l i n g 
d i l i g e n t l y any well commenced hereunder, the AO may, a f t e r f i f t e e n (15) 
days' n o t i c e to the Unit Operator, declare t h i s u n i t agreement 
terminated. The p a r t i e s to t h i s agreement may not i n i t i a t e a request 
to v o l u n t a r i l y terminate t h i s aqre?ement. during the f i r s t , s i x (6) months 
of i t s term unless at least, one o b l i g a t i o n w e l l has been d r i l l e d i n 
accordance w i t h the p r o v i s i o n s of t h i s s e c t i o n . 

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within s i x (6) 
months a f t e r completion of a w e l l capable of producing u n i t i z e d 
substances i n paying q u a n t i t i e s , the Unit Operator s h a l l submit f o r the 
approval of the AO and the D i v i s i o n , an acceptable plan of development 
and operation f o r the u n i t i z e d land which, when approved by the AO and 
the D i v i s i o n , s h a l l c o n s t i t u t e the f u r t h e r d r i l l i n g and development 
o b l i g a t i o n s of the Unit Operator under t h i s agreement f o r the period 
s p e c i f i e d t h e r e i n . Thereafter, from time to time before the e x p i r a t i o n 
of any e x i s t i n g plan, the Unit. Operator s h a l l submit f o r the approval 
of the AO and the D i v i s i o n a plan f o r an a d d i t i o n a l s p e c i f i e d period 
f o r the development and operation of the u n i t i z e d land. Subsequent 
plans should normally be? f i l e d on a calendar year basis not l a t e r than 
March .1 each year. Any proposed m o d i f i c a t i o n or a d d i t i o n t o the 
e x i s t i n g plan should be f i l e d as a supplement t o the plan. 

Any plan submitted pursuant t o t h i s s e c t i o n s h a l l provide f o r the 
ti m e l y e x p l o r a t i o n of the u n i t i z e d area, and f o r the d i l i g e n t d r i l l i n g 
necessary f o r determination of the area or areas capable of producing 
u n i t i z e d substances i n paying q u a n t i t i e s i n each and every productive 
formation. This plan s h a l l be as complete and adequate as the AO and 
the D i v i s i o n may determine to be necessary f o r t i m e l y development and 
proper conservation of the o i l and gas resources of the u n i t i z e d area 
and s h a l 1 : 



(a) s p e c i f y t h e number and l o c a t i o n s o f any w e l l s t o be d r i l l e d 
and t h e proposed o r d e r and t i m e f o r such d r i l l i n g ; and 

(b) p r o v i d e a summary of o p e r a t i o n s and p r o d u c t i o n f o r t h e 
p r e v i o u s y e a r . 

Plans s h a l l be m o d i f i e d o r supplemented when necessary t o meet, 
changed c o n d i t i o n s o r t o p r o t e c t t h e i n t e r e s t s o f a l l p a r t i e s t o t h i s 
agreement. Reasonable 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 complying w i t h 
th e o b l i g a t i o n s of t h e approved p l a n o f development and o p e r a t i o n . The 
AO i s a u t h o r i z e d t o g r a n t a reasonable e x t e n s i o n of t h e 6-month p e r i o d 
h e r e i n p r e s c r i b e d f o r submission o f an i n i t i a l p l a n o f development and 
on o p e r a t i o n where such a c t i o n i s j u s t i f i e d because o f unusual 
c o n d i t i o n s o r c i r c u m s t a n c e s . 

A f t e r c o m p l e t i o n o f a w e l l capable o f p r o d u c i n g u n i t i z e d 
substances i n paying q u a n t i t i e s , , nor f u r t h e r w e l l s , except such as may 
be necessary t o a f f o r d p r o t e c t i o n against, o p e r a t i o n s n o t under t h i s 
agreement, and such as may be s p e c i f i c a l l y approved by t h e AO and t h e 
D i v i s i o n , s h a l l be d r i l l e d except i n accordance w i t h an approved p l a n 
of development and o p e r a t i o n . 

.1.1. PARTICIPATION AFTER DISCOVERY. Upon c o m p l e t i o n o f a w e l l 
capable o f p r o d u c i n g u n i t i z e d substances i n paying q u a n t i t i e s , o r as 
soon t h e r e a f t e r as r e q u i r e d by the AO or t h e D i v i s i o n , t h e U n i t 
Operator s h a l l s ubmit f o r a p p r o v a l by t h e AO and t h e D i v i s i o n , a 
sche d u l e , based on s u b d i v i s i o n s o f t h e p u b l i c - l a n d survey o r a l i q u o t 
p a r t s t h e r e o f , o f a l l land then regarded as re a s o n a b l y proved t o be 
p r o d u c t i v e o f u n i t i z e d substances i n paying q u a n t i t i e s . These lands 
s h a l l c o n s t i t u t e a p a r t i c i p a t i n g area on a p p r o v a l of t h e AO and t h e 
D i v i s i o n , e f f e c t i v e as of t h e da t e o f c o m p l e t i o n of such w e l l o r t h e 
e f f e c t i v e d a t e o f t h i s u n i t agreement, whichever i s l a t e r . The 
acreages of both F e d e r a l and non-Federal lands s h a l l be based upon 
a p p r o p r i a t e c o m p u t a t i o n from t h e courses and d i s t a n c e s shown on t h e 
l a s t approved p u b l i c - l a n d survey as of t h e e f f e c t i v e d a t e o f each 
i n i t i a l p a r t i c i p a t i n g a rea. The schedule s h a l l a l s o s e t f o r t h t h e 
percentage o f u n i t i z e d substances t o be a l l o c a t e d , as p r o v i d e d i n 
S e c t i o n 12 t o each committed t r a c t i n t h e p a r t i c i p a t i n g area so 
e s t a b l i s h e d , and s h a l l govern t he a l l o c a t i o n of p r o d u c t i o n commencing 
w i t h t h e e ? f f e c t i v e d a t e o f t h e p a r t i c i p a t i n g a rea. A d i f f e r e n t 
p a r t i c i p a t i n g area s h a l l be e s t a b l i s h e d f o r each s e p a r a t e pool o r 
d e p o s i t o f u n i t i z e d substances o r f o r any group t h e r e o f which i s 
produced as a s i n g l e pool o r zone, and any two or more p a r t i c i p a t i n g 
areas so e s t a b l i s h e d may be combined i n t o one, on a p p r o v a l of t h e AO 
and t h e D i v i s i o n . When p r o d u c t i o n from two or more p a r t i c i p a t i n g areas 
i s s u b s e q u e n t l y found t o be from a common pool o r d e p o s i t , t h e 
p a r t i c i p a t i n g areas shaxll be combined i n t o one, e f f e c t i v e as o f such 
a p p r o p r i a t e date? as may be approved o r p r e s c r i b e d by t h e AO and t h e 
D i v i s i o n . The p a r t i c i p a t i n g area o r areas so e s t a b l i s h e d s h a l l be 
r e v i s e d from time? t o t i m e , subject, t o t h e a p p r o v a l o f t h e AO and t h e 
D i v i s i o n t o i n c l u d e a d d i t i o n a l lands then regarded as r e a s o n a b l y proved 
t o be productive? of u n i t i z e d substances i n paying q u a n t i t i e s or which 
are necessary f o r u n i t o p e r a t i o n s , o r t o exclude? lands then regarded as 
reas o n a b l y proved n o t t o be? productive? of u n i t i z e d substances i n paying 
q u a n t i t i e s , and t h e schedule o f a l l o c a t i o n percentages s h a l l be r e v i s e d 
a c c o r d i n g l y . The e f f e c t i v e date? of any r e v i s i o n s h a l l be the f i r s t o f 
the month i n which the? knowledge? or i n f o r m a t i o n i s o b t a i n e d on which 
such r e v i s i o n i s p r e d i c a t e d ; p r o v i d e d , however, t h a t a more a p p r o p r i a t e 
e f f e c t i v e d a t e may be used i f j u s t i f i e d by the? U n i t Ope?rator and 
approved by t h e AO and t h e D i v i s i o n . Mo land s h a l l be excluded from a 
p a r t i c i p a t i n g area on account o f d e p l e t i o n o f i t s u n i t i z e d s u bstances, 
except t h a t any p a r t i c i p a t i o n area e s t a b l i s h e d under t h e p r o v i s i o n s o f 
t h i s u n i t agreement s h a l l t e r m i n a t e a u t o m a t i c a l l y whenever a l l 
c o m p l e t i o n s i n t h e f o r m a t i o n on which t h e p a r t i c i p a t i n g areas i s based 
are abandoned. 

I t i s t h e i n t e n t o f t h i s s e c t i o n t h a t a p a r t i c i p a t i n g area s h a l l 
r e p r e s e n t t h e area p r o d u c t i v e o f u n i t i z e d substances known or 
reas o n a b l y proved t o be p r o d u c t i v e i n paying q u a n t i t i e s o r which a r e 
necessary f o r u n i t o p e r a t i o n s ; b u t , r e g a r d l e s s o f any r e v i s i o n o f t h e 
p a r t i c i p a t i n g a rea, 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 tae 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 adjustment, 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 
th e e f f e c t i v e d ate of t h e r e v i s i o n o f t h e p a r t i c i p a t i n g a rea. 

In t h e absence of agreement a t any ti m e between t h e U n i t O p e r a t o r 
and t h e AO and t h e D i v i s i o n , as t o the proper d e f i n i t i o n o r 
r e d e f i n i t i o n o f a p a r t i c i p a t i n g are?a, o r u n t i l a p a r t i c i p a t i n g area 
has, o r areas have, been e s t a b l i s h e d , t h e p o r t i o n o f a l l payments 
a f f e c t e d t h e r e b y s h a l l , e xcept r o y a l t y due t h e U n i t e d S t a t e s , be 
impounded i n a manner m u t u a l l y a c c e p t a b l e t o t h e owners of committed 
wo r k i n g i n t e r e s t s and t h e AO. R o y a l t i e s due t o the U n i t e d S t a t e s s h a l l 
be determined by t h e AO f o r Federal lands and t h e amount t h e r e o f 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 t h e AO u n t i l a p a r t i c i p a t i n g area i s 
f i n a l l y approved and then a d j u s t e d i n accordance w i t h a d e t e r m i n a t i o n 
of t h e sum due as Fed e r a l r o y a l t y on the b a s i s of such approved 
p a r t i . c i p a t i n g a rea. 

Whenever i t i s d e t e r m i n e d , s u b j e c t t o t h e a p p r o v a l o f t h e AO and 
the D i v i s i o n , that, a w e l l d r i l l e d under t h i s agreement i s n o t capable 
of p r o d u c t i o n o f u n i t i z e d substances i n paying q u a n t i t i e s and 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 area o f the land on which i t i s s i t u a t e d i n a 
p a r t i c i p a t i n g area i s unw a r r a n t e d , p r o d u c t i o n from such w e l l s h a l l , f o r 
the purposes o f s e t t l e m e n t among a l l p a r t i e s o t h e r than w o r k i n g 
i n t e r e s t owners, be a l l o c a t e d t o the land on which the; we; 11 i s l o c a t e d , 
u n l e s s such land i s a l r e a d y w i t h i n t h e p a r t i c i p a t i n g area e s t a b l i s h e d 
f o r t h e pool o r deposit, from which such p r o d u c t i o n i s o b t a i n e d . 
S e t t l e m e n t f o r wor k i n g i n te; r e s t b e n e f i t s from such a non paying u n i t 
w e l l s h a l l be; made? as p r o v i d e d i n the; u n i t o p e r a t i n g agreement. 

.12. ALLOCATION OF PRODUCTION. A l l u n i t i z e d substances produced 
from each p a r t i c i p a t i n g area e s t a b l i s h e d under t h i s agreement, except 
any part, t h e r e o f used 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 
w i t h i n the? u n i t i z e d area f o r d r i l l i n g , o p e r a t i n g , and o t h e r p r o d u c t i o n 
f o r development purposes, f o r r e p r e s s u r i n g o r r e c y c l i n g i n accordance 
w i t h a pl a n o f development and o p e r a t i o n s which has been approved by 
the; AO and the? D i v i s i o n , o r u n a v o i d a b l y l o s t , s h a l l be deemed t o be 
produced e q u a l l y on an acrmagB b a s i s from t h e s e v e r a l t r a c t s of 
u n i t i z e d land o f the p a r t i c i p a t i n g a re? a e s t a b l i s h e d f o r such 
p r o d u c t i o n . f o r t h e purpose? of de? term i n i n g any b e n e f i t s a c c r u i n g under 
t h i s agree?ment, each such t r a c t of u n i t i z e d land s h a l l have a l l o c a t e d 
t o i t such percentage o f s a i d p r o d u c t i o n as t h e number of acr e s o f such 
t r a c t i n c l u d e d i n s a i d p a r t i c i p a t i n g area bears t o the? t o t a l a c r e s o f 
u n i t i z e d land i n s a i d p a r t i c i p a t i n g a r e a , except t h a t a l l o c a t i o n o f 
p r o d u c t i o n hereunder f o r purposes o t h e r than f o r s e t t l e m e n t o f t h e 
r o y a l t y , o v e r - r i d i n g r o y a l t y , o r payment o u t of p r o d u c t i o n o b l i g a t i o n s 
of t h e r e s p e c t i v e w o r k i n g i n t e r e s t owners, s h a l l be? on t h e b a s i s 
p r e s c r i b e d i n t h e u n i t o p e r a t i n g agreement whether i n c o n f o r m i t y w i t h 
t h e b a s i s of a l l o c a t i o n h e r e i n s e t f o r t h o r otherwise?. I t i s hereby 
agreed t h a t p r o d u c t i o n of u n i t i z e d substances from a p a r t i c i p a t i n g area 
s h a l l be a l l o c a t e d as p r o v i d e d h e r e i n r e g a r d l e s s o f whether any w e l l s 
are d r i l i e d on any p a r t i c u l a r part, o r t r a c t of t h e p a r t i c i p a t i n g a r e a . 
I f any gas produced from one p a r t i c i p a t i n g a re? a i s used f o r 
r e p r e s s u r i n g o r r e? c y c 1.1 n g p u r p o s e s i n a n o t. h e r p a r t. i c: i p a t. i n g are a , t h e 
f i r s t gas withdrawn from t h e l a t t e r p a r t i c i p a t i n g area f o r s a l e d u r i n g 
the l i f e o f t h i s agreement s h a l l tae? c o n s i d e r e d t o be the? gas so 
t r a n s f e r r e d , u n t i l an amount, equal t o t h a t t r a n s f e r r e d s h a l l be so 
produced f o r sale? and such gas s h a l l be? a l l o c a t e d t o t h e p a r t i c i p a t i n g 
area from which i n i t i a l l y produced as such area was d e f i n e d a t t h e t i m e 
of such t r a n s f e r r e d gas was f i n a l l y produced and s o l d . 

.1.3. DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND OR 
FORMATIONS. Any p a r t y h e r e t o owning or 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 i n any u n i t i z e d land having 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 
may w i t h t h e a p p r o v a l of the AO and t h e D i v i s i o n a t such p a r t y ' s s o l e 
r i s k , c o s t s , and expense, d r i l l a w e l l t o t e s t any f o r m a t i o n p r o v i d e d 
t h e w e l l i s o u t s i d e any p a r t i c i p a t i n g area e s t a b l i s h e d f o r that, 
f o r m a t i o n , u n l e s s w i t h i n n i n e t y (90) days o f r e c e i p t , o f n o t i c e from 
s a i d p a r t y o f h i s i n t e n t i o n t o d r i l l t h e w e l l , t h e U n i t O perator e l e c t s 
and commences t o d r i l l t h e we? 11 i n a l i k e manner as o t h e r w e l l s a re 
d r i l i e d by the? U n i t Operator under t h i s agreement. 

I f any w e l l d r i l l e d under t h i s s e c t i o n by a wo r k i n g i n t e r e s t owner 
r e s u l t s i n p r o d u c t i o n o f u n i t i z e d substances i n paying q u a n t i t i e s such 



that, t h e land upon which i t i s s i t u a t e d may 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 , such p a r t i c i p a t i n g area s h a l l be e s t a b l i s h e d o r 
e n l a r g e d as p r o v i d e d i n t h i s agreement and t h e w e l l s h a l l t h e r e a f t e r be 
ope r a t e d by t h e U n i t Operator i n accordance w i t h t h e terms o f t h i s 
agreement and the u n i t o p e r a t i n g agreement. 

I f any w e l l d r i l l e d under t h i s s e c t i o n by a wo r k i n g i n t e r e s t owner 
t h a t o b t a i n s p r o d u c t i o n 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 t h e 
i n c l u s i o n o f the land upon which such w e l l i s s i t u a t e d i n a 
p a r t i c i p a t i n g a r e a , such w e l l may be op e r a t e d and produced by t h e p a r t y 
d r i 1 1 i n g t he same, su b j e c t t o t h e 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 
agreement. The r o y a l t i e s i n amount or v a l u e o f p r o d u c t i o n from 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 t h e u n d e r l y i n g l e a s e and 
agreements a f f e c t e d . 

.14. ROYALTY SETTLEMENT,, The U n i t e d S t a t e s and any S t a t e and any 
r o y a l t y owner who i s e n t i t l e d t o ta k e i n k i n d a share of the substances 
now u n i t i z e d hereunder s h a l l h e r e a f t e r be e n t i t l e d t o t h e r i g h t t o t a k e 
i n k i n d i t s share o f t h e u n i t i z e d s u bstances, and U n i t O p e r a t o r , o r t h e 
workin g i n t e r e s t owner i n case o f t h e o p e r a t i o n o f a w e l l by a wo r k i n g 
i n t e r e s t owner as here?in p r o v i d e d f o r i n s p e c i a l cases, s h a l l make 
d e l i v e r i e s o f such r o y a l t y share taken i n k i n d i n c o n f o r m i t y w i t h t h e 
a p p l i c a b l e c o n t r a c t s , laws and r e g u l a t i o n s . Settlement, f o r r o y a l t y 
i n t e r e s t n o t taken i n k i n d s h a l l be made by wo r k i n g i n t e r e s t owners 
r e s p o n s i b l e t h e r e f o r e under e x i s t i n g c o n t r a c t s , laws and r e g u l a t i o n s , 
or by t h e U n i t Operator on or b e f o r e t h e l a s t day of each month f o r 
u n i t i z e d substances produced d u r i n g t h e p r e c e d i n g c a l e n d a r month; 
p r o v i d e d , however, t h a t n o t h i n g i n t h i s s e c t i o n s h a l l o p e r a t e t o 
r e l i e v e t h e lesse e s of any land from t h e i r r e s p e c t i v e l e a s e o b l i g a t i o n s 
f o r t h e payment of any r o y a l t i e s due under t h e i r l e a s e s . 

I f gas o b t a i n e d from lands n o t s u b j e c t t o t h i s agreement i s 
i n t r o d u c e d i n t o any p a r t i c i p a t i n g area hereunder, 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 o f 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 of development and o p e r a t i o n 
approved by t h e AO and the D i v i s i o n , a l i k e amount o f gas, a f t e r 
s e t t l e m e n t as h e r e i n p r o v i d e d f o r any gas t r a n s f e r r e d from any o t h e r 
p a r t i c i p a t i n g area and w i t h a p p r o p r i a t e d e d u c t i o n f o r l o s s from any 
c a u s e, m a y b e w i t h d raw n f r o m t h e f o r m a t i o n i n t. o w hi i c h t. h e gas i s 
i n t r o d u c e d , r o y a l t y f r e e as t o d r y gas, but n o t as t o any p r o d u c t s 
which may be 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 that, such w i t h d r a w a l s h a l l 
be a t such time as may be? p r o v i d e d i n the approved p l a n of development 
and o p e r a t i o n o r as may o t h e r w i s e be? consented tc? by t h e AO and t h e 
D i v i s i o n as co n f o r m i n g t o good p e t r o l e u m 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 , t h a 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 t h e 
t e r m i n a t i o n o f t h i s u n i t agreement. 

R o y a l t y due t h e Unite?d S t a t e s s h a l l be computed as provide?d i n 30 
CFR Group 200 and p a i d i n value? or d e l i v e r e d i n k i n d as t o a l l u n i t i z e d 
substances on the? b a s i s of t h e amounts the re? of a l l o c a t e d t o u n i t i z e d 
F e d e r a l land as p r o v i d e d i n S e c t i o n .1.2 a t t h e r a t e s s p e c i f i e d i n the? 
respective? F e d e r a l lease?, or a t such o t h e r r a t e o r r a t e s as may be 
a u t h o r i z e d by law or r e g u l a t i o n and approved by t h e AO; p r o v i d e d , t h a t 
f o r leases on which t h e r o y a l t y r a t e de?pends on t h e d a i l y average 
p r o d u c t i o n per w e l l , s a i d average? p r o d u c t i o n s h a l l be? determined i n 
accordance 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 though each p a r t i c i p a t i n g 
area we?re? a s i n g l e c o n s o l i d a t e d l e a s e . 

.15. RENTAL SETTLEMENT. Rental o r minimum r o y a l t i e s due on leases 
committed h e r e t o s h a l l be? p a i d by appropriate? w o r k i n g i n t e r e s t , owners 
under e x i s t i n g c o n t r a c t s , laws, and r e g u l a t i o n s , p r o v i d e d t h a 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 operate? t o r e l i e v e t h e lessees o f any land from 
t h e i r r e s p e c t i v e l e a s e o b l i g a t i o n s f o r t h e payment of any r e n t a l o r 
minimum r o y a l t y due under t h e i r leasees. R e n t a l or minimum r o y a l t y f o r 
lands of t h e U n i t e d S t a t e s s u b j e c t t o t h i s agreement s h a l l be p a i d a t 
the r a t e s p e c i f i e d i n the? respective? leases from the? U n i t e d S t a t e s 
u n l e s s such r e n t a l o r minimum r o y a l t y i s waived, suspended, or reduced 
by law or by a p p r o v a l o f t h e 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 ? . 

With r e s p e c t t o any lease on non-Federal land c o n t a i n i n g 
provis.1 ons wh.1 ch wou 1 d terminat.e? such 1 ease? un 1 e?ss d r i l l i n g o p e r a t i o n s 



are commenced upon t h e land covered t h e r e b y w i t h i n t h e t i m e t h e r e i n 
s p e c i f i e d o r r e n t a l s a r e p a i d f o r t h e p r i v i l e g e o f d e f e r r i n g such 
d r i l l i n g o p e r a t i o n s , t h e r e n t a l s r e q u i r e d t h e r e b y s h a l l , 
n o t w i t h s t a n d i n g any o t h e r p r o v i s i o n of t h i s agreement, be deemed t o 
accrue and become payable d u r i n g the? term t h e r e o f as exte?nded by t h i s 
agreement and u n t i l t h e r e q u i r e d d r i l l i n g o p e r a t i o n s a r e commenced upon 
th e land covered t h e r e b y , or u n t i l some p o r t i o n of such land i s 
include?d w i t h i n a p a r t i c i p a t i n g a rea. 

16. CONSERVATION. O p e r a t i o n s hereunder 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 conducted t o p r o v i d e f o r t h e most 
economical and e f f i c i e n t r e c o v e r y of s a i d substances w i t h o u t waste, as 
d e f i n e d by or p u r s u a n t t o S t a t e or F e d e r a l law or r e g u l a t i o n . 

17. DRAINAGE. The Unit Operator s h a l l take such measures as the 
AO deems appropriate and adequate to prevent drainage of u n i t i z e d 
substances for u n i t i z e d land by w e l l s on land not s u b j e c t to t h i s 
agreement which s h a l l include? the d r i l l i n g of protective? w e l l s and 
which may include? the payment, of a f a i r and reasonable compensatory 
r o y a l t y , as determined by the AO, as to Federal l e a s e s . 

18. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, 
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 s e s , s u b l e a s e s , and o t h e r 
c o n t r a c t s r e l a t i n g t o e x p l o r a t i o n , d r i l l i n g , development, or o p e r a t i o n 
f o r o i l and gas on lands committed t o t h i s agreement, are hereby 
e x p r e s s l y m o d i f i e d and amended t o t h e e x t e n t necessary t o make t h e same 
conform 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 t o remain 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 hereby consent t h a t the? S e c r e t a r y , 
as t o F e d e r a l leases s h a l l by h i s a p p r o v a l h e r e o f , or by t h e a p p r o v a l 
hereof 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 hereby e s t a b l i s h , 
a l t e r , change?, or revoke t h e d r . i l l i n g , p r o d u c i n g , r e n t a l minimum 
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 Federal leases committed h e r e t o 
and t h e 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 t o conform s a i d r e q u i r e m e n t s t o 
the p r o v i s i o n s of t h i s agreement, and w i t h o u t l i m i t i n g t h e g e n e r a l i t y 
of t h e f o r e g o i n g , a l l l e a s e s , s u b l e a s e s , 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 accordance w i t h t h e f o l l o w i n g 5 

(a ) The? development and o p e r a t i o n of lands s u b j e c t t o t h i s 
agreement under t h e terms hereof s h a l l be deemed f u l l performance of 
a l l o b l i g a t i o n s f o r development and o p e r a t i o n w i t h r e s p e c t t o each and 
every s e p a r a t e l y owned t r a c t , subjesct t o t h i s agreement, r e g a r d l e s s of 
whether the?re i s any development of any p a r t i c u l a r t r a c t , o f t h i s u n i t 
area. 

(b) D r i l l i n g and p r o d u c i n g o p e r a t i o n s performed hereunder upon 
any t r a c t , o f u n i t i z e d lands w i l l be accepted and deeme?d t o be performed 
u pon and f o r thie bene?f i t o f eac h and e?very t rac t o f un i t i zed l a n d , and 
no lease? s h a l l be deemed t o expire? by reason of f a i l u r e ? t o d r i l l o r 
produce w e l I s s i t u a t e d on the land t h e r e i n embraced. 

(c) Suspension of d r i l l i n g or 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 lands p u r s u a n t t o d i r e c t i o n or consent of t h e AO or 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 deemed t o c o n s t i t u t e such 
suspension pursuant t o such d i r e c t i o n or consent, as t o each and every 
t r a c t , o f u n i t i z e d land,, A suspension 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 l i m i t e d t o s p e c i f i e d lands s h a l l be a p p l i c a b l e o n l y t o such 
1ands. 

(d) Each lease?, sublease o r c o n t r a c t r e l a t i n g t o t h e e x p l o r a t i o n , 
d r i l l i n g , development, or o p e r a t i o n f o r C3.il o r gas of lands o t h e r than 
those of t h e U n i t e d S t a t e s committed t o t h i s agreement w h i c h , by i t s 
terms might, 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 agreement, i s 
hereby extended beyond any such terms so p r o v i d e d t h e r e i n so t h a t i t 
s h a l l be c o n t i n u e d i n f u l l force? and e?ffect f o r and d u r i n g t h e term of 
t h i s agreement. 

(e?) Any F e d e r a l lease committed h e r e t o s h a l l c o n t i n u e i n f o r c e 
beyond t h e term so p r o v i d e d t h e r e i n or by law as t o t h e land committed 
sc? long as such lease remains s u b j e c t h e r e t o , p r o v i d e d t h a t p r o d u c t i o n 
of u n i t i z e d substances i n paying q u a n t i t i e s i s e s t a b l i s h e d under t h i s 
u n i t agr element p r i o r t o t h e e x p i r a t i o n date of t h e term of such l e a s e , 
o r i n t h e event a c t u a l d r i l l i n g o p e r a t i o n s are-? commenced on u n i t i z e d 



l a n d , i n accordance w i t h p r o v i s i o n s o f t h i s agreement, p r i o r t o t h e end 
of t h e p r i m a r y term of such lease and are being d i l i g e n t l y p r o s e c u t e d 
a t that, t i m e , such lease s h a l l be extended f o r two y e a r s , and so long 
t h e r e a f t e r as o i l or gas i s produced i n paying q u a n t i t i e s i n accordance 
wi t h t.he p r o v i s i o n s o f t he Mi.nera I L.eas i n g A c t , as amended . 

( f ) Each sublease o r c o n t r a c t r e l a t i n g t o t h e o p e r a t i o n and 
development of u n i t i z e d substances from lands of t h e U n i t e d S t a t e s 
committed t o t h i s agreement, which by i t s terms would e x p i r e p r i o r t o 
the t i m e a t which t h e u n d e r l y i n g l e a s e , as extended by t h e i m m e d i a t e l y 
p r e c e d i n g paragraph, w i l l e x p i r e , i s hereby extended beyond any such 
term so p r o v i d e d t h e r e i n so t h a 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 term of th e u n d e r l y i n g lease as such term 
i s h e r e i n e?xte?nded. 

(g) The s e g r e g a t i o n of any Fed e r a l lease committed t o t h i s 
agreement i s governed by t h e f o l l o w i n g p r o v i s i o n i n t h e f o u r t h 
paragraph of Se?ction 1 7 ( j ) of t h e Mine?ral Leasing A c t , as amended by 
the Act of September .1, .1.960, (74 S t a t . 7B1--784) (30 U.S.C. 226 ( j ) ) : 
"Any ( F e d e r a l ) lease h e r e t o f o r e o r h e r e a f t e r committed t o any such 
( u n i t ) p l a n embracing lands t h a t a re i n part, w i t h i n and i n p a r t o u t s i d e 
of the? area covered by any such p l a n s h a l l be segregated i n t o se?parate 
leases as t o t h e lands committed and t h e lands n o t committed as of the 
e f f e c t i v e d a t e o f u n i t i z a t i o n . P r o v i d e d . however t h a t any such lease 
as t o t h e n o n - u n i t i z e d p o r t i o n s h a l l c o n t i n u e i n f o r c e and e f f e c t f o r 
the term t h e r e o f , b u t f o r n o t l e s s than two yea r s from the? d a t e of such 
s e g r e g a t i o n and so long t h e r e a f t e r as o i l or gas i s produced i n paying 
q u a n t i t i e s »" 

(h) Any lease embracing lands a f the? S t a t e o f New Mexico having 
o n l y a p o r t i o n o f i t s lands committed h e r e t o , s h a l l be segregated as t o 
the p o r t i o n comrnitte?d and t h e p o r t i o n not. committed, and t h e terms o f 
such lease s h a l l a p p l y se?parate?ly t o such segregated p o r t i o n s 
commencing as the? e f f e c t i v e ? d a t e h e r e o f ; c o n t r a r y any le?ase embracing 
lands of the? S t a t e of New Mexico having o n l y a p o r t i o n o f i t s lands 
committed h e r e t o s h a l l c o n t i n u e i n f u l l f o r c e and e f f e c t beyond t h e 
term p r o v i d e d t h e r e i n as t o a l l lands embraced i n such l e a s e , i f o i l o r 
gas i s d i s c o v e r e d and i s capable of being produced i n paying q u a n t i t i e ? s 
from some p a r t o f the? lands embraced i n such lease a t th e e x p i r a t i o n o f 
the? secondary term o f such l e a s e ; o r i f , at. t h e ex p i r a tic?n of t h e 
secondary term, the? 1 essee o r the? U n i t Operator i s then e?ngage?d i n 
b o n a f i d e d r i l l i n g o r r e w o r k i n g o p e r a t i o n s on some p a r t of t h e lands 
embraced i n such le?ase, the? same as t o a l l lands embraced t h e r e i n , 
s h a l l re?rnain i n f u l l force? and e f f e c t so long as such operatic?ns a r e 
being d i l i g e n t l y p r o s e c u t e d , and i f they r e s u l t i n t h e p r o d u c t i o n o f 
o i l or gas; s a i d lease? s h a l l continue? i n f u l l f o r c e and e f f e c t as t o 
a l l the? lands embraced the?re?in, so long t h e r e a f t e r as o i l o r gas i n 
paying q u a n t i t i e s i s being produced from any p o r t i o n o f s a i d l a n d s . 

19. COVENANTS RUN WITH LAND. The covenants h e r e i n s h a l l be 
c o n s t r u e d t o be covenants r u n n i n g w i t h t h e lancl w i t h r e s p e c t t o t h e 
i n t e r e s t s o f t h e p a r t i e s h e r e t o and t h e i r successors i n i n t e r e s t u n t i l 
t h i s agreement 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 o f 
i n t e r e s t i n land o r lease? subject, he? re? t o s h a l l be? and hereby i s 
c o n d i t i o n e d upon t h e assumption 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 
hereunder by t h e grantee?, t r a n s f e r e e , or o t h e r successor i n i n t e r e s t . 
No assignment o r t r a n s f e r of any wor k i n g i n t e r e s t , r o y a l t y , o r o t h e r 
i n t e r e s t subject, her etc? s h a l l be? b i n d i n g upon U n i t Operator u n t i l t h e 
f i r s t , day of t h e c a l e n d a r month a f t e r U n i t Operator i s f u r n i s h e d w i t h 
the o r i g i n a l , p h o t o s t a t i c , o r c e r t i f i e d copy o f t h e i n s t r u m e n t o f 
t r a n s f e r . 

20. EFFECTIVE DATE AND TERM. T h i s agreement s h a l l become? 
e f f e c t i v e upon a p p r o v a l by the? AO or h i s / h e r 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 and s h a l l a u t o m a t i c a l l y t e r m i n a t e f i v e (5) years from 
s a i d e f f e c t i v e d a t e u n l e s s : 

(a) Upon a p p l i c a t i o n by the Unit. Operator such date? o f e x p i r a t i o n 
i s extended by t h e AO; or 

(b) i t i s re a s o n a b l y d e t e r m i n e d p r i o r t o t h e e x p i r a t i o n o f t h e 
f i x e d term o r any e x t e n s i o n t h e r e o f that, the? u n i t i z e d land i s i n c a p a b l e 
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of p r o d u c t i o n of u n i t i z e d substances i n paying q u a n t i t i e s i n t h e 
f o r m a t i o n s t e s t e d hereunder, and a f t e r n o t i c e o f i n t e n t i o n t o t e r m i n a t e 
t h i s agreement on such ground i s g i v e n by t h e U n i t Operator t o a l l 
p a r t i e s i n i n t e r e s t a t t h e i r l a s t known addresses, t h i s agreement i s 
t e r m i n a t e d w i t h a p p r o v a l of th e AO; or 

(c) a v a l u a b l e d i s c o v e r y of u n i t i z e d substances i n paying 
q u a n t i t i e s has been made or accepted on u n i t i z e d land d u r i n g s a i d 
i n i t i a l term o r any e x t e n s i o n t h e r e o f , i n which event t h i s agreement 
s h a l l remain i n e f f e c t f o r such term and so long t h e r e a f t e r as u n i t i z e d 
substances can be produced as t o Fed e r a l lands i n q u a n t i t i e s s u f f i c i e n t 
t o pay f o r the c o s t of pr o d u c i n g same from w e l l s on u n i t i z e d land 
w i t h i n any p a r t i c i p a t i n g area e s t a b l i s h e d hereunder. Should p r o d u c t i o n 
cease and d i l i g e n t , d r i l l i n g o p e r a t i o n s t o r e s t o r e p r o d u c t i o n o r new 
p r o d u c t i o n a re not. i n pr o g r e s s o r r e w o r k i n g w i t h i n s i x t y (60) days and 
p r o d u c t i o n i s n o t r e s t o r e d o r sh o u l d new p r o d u c t i o n n o t be o b t a i n e d i n 
paying q u a n t i t i e s on committed lands w i t h i n t h i s u n i t a r e a , t h i s 
agreement w i l l a u t o m a t i c a l l y t e r m i n a t e e f f e c t i v e t h e l a s t day of t h e 
month i n which t h e l a s t u n i t i z e d p r o d u c t i o n o c c u r r e d ; o r 

(d) i t . i s v o l u n t a r i l y t e r m i n a t e d as p r o v i d e d i n t h i s agreement. 
Except as noted h e r e i n t h i s agreement may be t e r m i n a t e d a t any ti m e 
p r i o r t o t h e d i s c o v e r y o f u n i t i z e d substances which can be produced i n 
paying q u a n t i t i e s by n o t l e s s than 75 per centum, on an acreage b a s i s , 
of t h e wo r k i n g i n t e r e s t owners s i g n a t o r y h e r e t o , w i t h t h e a p p r o v a l o f 
the; AO. The U n i t O p e r a t o r s h a l l g i v e notice? o f any such a p p r o v a l t o 
a l l p a r t i e s h e r e t o . V o l u n t a r y t e r m i n a t i o n may n o t occur d u r i n g t h e 
f i r s t , s i x (6) months o f t h i s agreement u n l e s s at. l e a s t one o b l i g a t i o n 
w e l l s h a l l have? been d r i l l e d i n conformance w i t h Se?ction 9. 

21 . RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The AO i s 
he?re;by v e s t e d w i t h a u t h o r i t y t o a l t e r o r modify from t i m e t o t i m e , a t 
h i s d i s c r e t i o n , t h e q u a n t i t y and rate? o f p r o d u c t i o n under t h i s 
agreement when such q u a n t i t y and rate? a re n o t f i x e d p u r s u a n t t o Fed e r a l 
or S t a t e law, or do n o t conform t o any State-wide? v o l u n t a r y 
c o n s e r v a t i o n o r a l l o c a t i o n program which i s e s t a b l i s h e d , r e c o g n i z e d , 
and g e n e r a l l y adhered t o by the m a j o r i t y o f o p e r a t o r s i n such S t a t e . 
The above a u t h o r i t y i s hereby l i m i t e d t o a l t e r a t i o n o r m o d i f i c a t i o n s 
which a re i n t h e p u b l i c i n t e r e s t . The p u b l i c i n t e r e s t t o be served and 
the purpose? t h e r e o f , must be s t a t e d i n t h e o r d e r o f a l t e r a t i o n o r 
m o d i f i c a t i o n . W i t h o u t r e g a r d t o t h e f o r e g o i n g , t h e AO i s a l s o hereby 
ves t e d w i t h a u t h o r i t y t o a l t e r o r modify from time? t o t i m e , a t 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 development and t h e q u a n t i t y 
and r a t e o f p r o d u c t i o n under t h i s agreement when such 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 s i n t h e i n t e r e s t of a t t a i n i n g t h e c o n s e r v a t i o n 
o b j e c t i v e s s t a t e d i n t h i s agreement and i s n o t i n v i o l a t i o n o f any 
a p p l i c a b l e Fe?deral o r State? law; p r o v i d e d , f u r t h e r , t h a t no such 
a l t e r a t i o n o r m o d i f i c a t i o n s h a l l be e f f e c t i v e as t o p r i v a t e l y owned 
lands s u b j e c t t o t h i s agreement as t o t h e q u a n t i t y and r a t e of 
p r o d u c t i o n i n the absence of s p e c i f i c w r i t t e n a p p r o v a l t h e r e o f by the 
D i v i s i o n . 

Powers i n the:j s e c t i o n v e s t e d i n the AO s h a l l o n l y be exe?rcised 
a f t e r notice? t o Unit. Operator and o p p o r t u n i t y f o r h e a r i n g t o be h e l d 
n o t l e s s than .15 days from n o t i c e . 

22. APPEARANCES. U n i t O p e r a t o r s s h a l l , a f t e r n o t i c e t o o t h e r 
p a r t i e s a f f e c t e d , have t he r i g h t tc? appear f o r and on b e h a l f of any and 
a l l i n t e r e s t a f f e c t e d hereby b e f o r e t h e Department o f the I n t e r i o r and 
the O i l C o n s e r v a t i o n D i v i s i o n , and t o appeal from o r d e r s i s s u e d under 
t h e r e g u l a t i o n s o f s a i d Department or t h e D i v i s i o n o r t o a p p l y f o r 
re?lie?f from any of s a i d r e g u l a t i o n s , o r i n any proceedings 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 t h e Department and t h e D i v i s i o n 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 aut.hior i t y ; pravide?d , however , that, any o t h e 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? t h e r i g h t a t i t s own e?xpense? t o be heard i n any 
such proceeding„ 

23. NOTICES. A l l n o t i c e s , demands, or s t a t e m e n t s r e q u i r e d 
hereunder t o be g i v e n or rendered t o the p a r t i e s he re? t o s h a l l be? i n 
w r i t i n g and s h a l l tae? p e r s o n a l l y de?livered t o the? p a r t y o r p a r t i e s , or 
sent by p o s t p a i d r e g i s t e r e d or c e r t i f i e d m a i l , t o t h e l a s t known 
address o f t h e p a r t y o r p a r t i e s . 
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24. NO WAIVER OF CERTAIN RIGHTS. Nothing contained i n t h i s 
agreement s h a l l be construed as a waiver by any party hereto of the 
r i g h t t o assert any legal or c o n s t i t u t i o n a l right , or defense as t o the 
v a l i d i t y or i n v a l i d i t y of any law of the State where u n i t i z e d lands are 
located, or of the United States, or r e g u l a t i o n s issued thereunder i n 
any way a f f e c t i n g such p a r t y , or as a waiver by any such party of any 
r i g h t beyond h i s or i t s a u t h o r i t y to waive. 

25. UNAVOIDABLE DELAY. A l l o b l i g a t i o n s under t h i s agreement 
r e q u i r i n g the Unit Operator to commence or continue d r i l l i n g , or to 
operate on, or produce u n i t i z e d substances from any of the lands 
covered by t h i s agreement, s h a l l be suspended while the Unit Operator, 
despite the exercise of due care and d i l i g e n c e , i s prevented from 
complying w i t h such o b l i g a t i o n s , i n whole or i n p a r t , by s t r i k e s , acts 
of God, Federal, State, or municipal law or agencies, unavoidable 
accidents, uncontrollable? de?lays 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 obt a i n 
necessary m a t e r i a l s or equipment i n open market, or other matters 
beyond the reasonable c o n t r o l of the Unit Operator whether s i m i l a r to 
matters herein enumerated or not. 

26. NONDISCRIMINATION. In connection w i t h the performance of 
work under t h i s agreement, the? Unit Operator agrees to comply w i t h a l l 
the p r o v i s i o n s of Section 202 (1) to (7) i n c l u s i v e of Executive Order 
.11246 (30 F.R. 12319), as amended which are? hereby incorporated by 
reference i n t h i s agreement. 

27. LOSS OF TITLE. In the event t i t l e t o any t r a c t of u n i t i z e d 
land s h a l l f a i l and the true? owner cannot be induced to j o i n i n t h i s 
u n i t agreement, 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 re?garded as not 
committed hereto, and there s h a l l be? such readjustment of f u t u r e costs 
and b e n e f i t s as may be required on account, of the loss of such t i t l e . 
In the event of a dispute as to t i t l e to any r o y a l t y , working i n t e r e s t , 
or other i n t e r e s t s subject t h e r e t o , payment, or d e l i v e r y on account 
thereof may be withheld without l i a b i l i t y f o r i n t e r e s t u n t i l the 
dispute i s f i n a l l y s e t t l e d ; provided, t h a t , as to Federal lands or 
leases, no payments of funds due the United States should be w i t h h e l d , 
but such funds s h a l l be? deposited as d i r e c t e d by the AO to be held as 
unearned money pending f i n a l settlement of the t i t l e d i s p u t e , and then 
applied as earned or returned i n accordance? w i t h such f i n a l settlement. 

Unit Operator as such i s r e l i e v e d from any r e s p o n s i b i l i t y f o r any 
defect, or failure? of any t i t l e hereunder. 

23. NON-JOINDER AND SUBSEQUENT JOINDER. I f the owner of any 
s u b s t a n t i a l i n t e r e s t i n a t r a c t w i t h i n the u n i t area f a i l s or refuses 
to subscribe or consent, to t h i s agreement, the owner of the working 
i n t e r e s t i n t h a t t r a c t may withdraw the t r a c t from t h i s agreement by 
w r i t t e n notice? d e l i v e r e d to the proper Bureau of Land Management 
o f f i c e , the D i v i s i o n and the? Unit Operator p r i o r t o the? approval of 
t h i s agreement by the AO. Any o i l or gas i n t e r e s t s i n lands w i t h i n the 
u n i t area not committed hereto p r i o r t o f i n a l approval may t h e r e a f t e r 
be? committed hereto by the owner or owners thereof subscribing or 
consenting t o t h i s agreement, and, i f the i n t e r e s t i s a working 
i n t e r e s t , by the owner of such i n t e r e s t only subscribing t o the u n i t 
operating agreement. A f t e r operations are? commenced hereunder, the 
r i g h t of subsequent j o i n d e r , as provided i n t h i s s e c t i o n , by a working 
inte r e s t , owner i s subject to such requirements or approval ( s ) , i f any, 
p e r t a i n i n g to such j o i n d e r , as may be provided f o r i n the u n i t 
operating agreement. A f t e r f i n a l approval hereof, j o i n d e r by a non-
working i n t e r e s t , owner must be consented to i n w r i t i n g by the working 
i n t e r e s t owner committed hereto and responsible f o r the payment of any 
be n e f i t s that, may accrue? hereunder i n behalf of such non-working 
i n t e r e s t . A non-working i n t e r e s t may not be committe?d tc? t h i s u n i t 
agreement unless the corresponding working i n t e r e s t i s committed 
hereto. Joinder to the u n i t agreement by a working i n t e r e s t , owner, at 
any time, must be:? accompanied by appropriate j o i n d e r to the u n i t 
operating agreement, i n order f o r the i n t e r e s t to be? regarded as 
committed to t h i s agreement. Except as may otherwise he re? i n be 
provided, subsequent j o i n d e r s to t h i s agreement s h a l l be e f f e c t i v e as 
of the date of the f i l i n g w i t h the AO and the D i v i s i o n of 'duly executed 
counter parts of a l l or any papers necessary to e s t a b l i s h e f f e c t i v e 
commitment of any i n t e r e s t and/or t r a c t to t h i s agreement. 

1. 



29. COUNTERPARTS. T h i s agreement may be executed i n any number 
of c o u n t e r p a r t s , no one of which needs t o be executed by a l l p a r t i e s , 
or may be r a t i f i e d o r consented t o by s e p a r a t e 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 those 
p a r t i e s who have executed 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 , or consent 
h e r e t o w i t h t h e same f o r c e and e f f e c t as i f a l l such p a r t i e s had sign e d 
th e same document and r e g a r d l e s s o f whether o r n o t i t i s executed by 
a l l o t h e r p a r t i e s owning o r c l a i m i n g an i n t e r e s t i n t h e lands w i t h i n 
t h e a bove d e s c r i bed u n i t a r e a . 

30. SURRENDER. No t h i n g i n t h i s agreement s h a l l p r o h i b i t t h e 
e x e r c i s e by any wor k i n g i n t e r e s t owner of t h e r i g h t t o s u r r e n d e r v e s t e d 
i n such p a r t y by any l e a s e , s u b l e a s e , or o p e r a t i n g agreement as t o a l l 
or any p a r t o f t h e lands covered t h e r e b y , p r o v i d e d t h a t each p a r t y who 
w i l l o r might, a c q u i r e such wor k i n g i n t e r e s t by such s u r r e n d e r o r by 
f o r f e i t u r e as h e r e a f t e r s e t f o r t h , i s bound by t h e terms o f t h i s 
agreement. 

I f as at r e s u l t o f any such s u r r e n d e r , t h e wo r k i n g i n t e r e s t r i g h t s 
as t o such lands become ves t e d i n any p a r t y o t h e r than t h e f e e owner of 
the u n i t i z e d s ubstances, s a i d p a r t y may f o r f e i t such r i g h t s and f u r t h e r 
b e n e f i t s from o p e r a t i o n hereunder as t o s a i d land t o t h e p a r t y n e x t i n 
the c h a i n of t i t l e who s h a l l be and become the owner o f such w o r k i n g 
i n t e r e s t . 

I f , as a r e s u l t o f any such s u r r e n d e r o r f o r f e i t u r e , t h e wo r k i n g 
i n t e r e s t r i g h t s become v e s t e d i n t h e f e e owner of t h e u n i t i z e d 
s ubstances, such owner may; 

(a) accept. those w o r k i n g i n t e r e s t r i g h t s s u b j e c t t o t h i s 
agreement and t h e u n i t agreement; o r 

(b) l e a s e t h e p o r t i o n of such land as i s i n c l u d e d i n a 
p a r t i c i p a t i n g area e s t a b l i s h e d hereunder s u b j e c t t o t h i s agreement and 
the u n i t , o p e r a t i n g agreement; or 

(c) p r o v i d e f o r the independent o p e r a t i o n of any p a r t o f such 
land t h a t i s n o t then i n c l u d e d w i t h i n a p a r t i c i p a t i n g area e s t a b l i s h e d 
hereunder. 

I f t h e f e e owner of t h e u n i t i z e d substances does n o t accept, t h e 
workin g i n t e r e s t r i g h t s s u b j e c t t o t h i s agreement and t h e u n i t 
o p e r a t i n g agreement, o r lease such lands as above p r o v i d e d w i t h i n s i x 
(<£>) mon t h s af t e r t.he s u r r e n d e r e d o r f or f e i t.ed , w o r k i n g i n t e r e s t r i g h t s 
become v e s t e d i n the? f e e owner, t h e b e n e f i t s and o b l i g a t i o n s o f 
o p e r a t i o n s a c c r u i n g t o such lands under t h i s agreement and t h e u n i t 
o p e r a t i n g agreement, s h a l l be shared by the re m a i n i n g owners o f u n i t i z e d 
w o r k i n g i n t e r e s t i n accordance w i t h t h e i r r e s p e c t i v e w o r k i n g i n t e r e s t 
o w nerships, and such owners of wo r k i n g i n t e r e s t s s h a l l compensate t h e 
fee owner o f u n i t i z e d substances i n such lands by paying sums equal t o 
the r e n t a l s , minimum r o y a l t i e s , and r o y a l t i e s a p p l i c a b l e t o such lands 
under t h e lease i n e f f e c t when t he lands were u n i t i z e d . 

An a p p r o p r i a t e a c c o u n t i n g and se t t l e m e n t , s h a l l be made f o r a l l 
b e n e f i t s a c c r u i n g t o or payments and e x p e n d i t u r e s made or i n c u r r e d on 
b e h a l f o f such s u r r e n d e r e d or f o r f e i t e d w o r k i n g i n t e r e s t subsequent, t o 
the d a t e o f s u r r e n d e r o r f o r f e i t u r e , and payment of any monies found t o 
be owing by such an a c c o u n t i n g s h a l l be made as between t h e p a r t i e s 
w i t h i n t h i r t y (30) days. 

The e x e r c i s e of any r i g h t v e s t e d i n a worki n g i n t e r e s t owner t o 
r e a s s i g n such w o r k i n g i n t e r e s t t o t h e p a r t y from whom o b t a i n e d s h a l l be 
s u b j e c t t o the same c o n d i t i o n s as s e t f o r t h i n t h i s s e c t i o n i n r e g a r d 
t o t h e e x e r c i s e of a r i g h t t o s u r r e n d e r . 

3 1 . TAXES, The wor k i n g i n t e r e s t owners s h a l l r e n d e r and pay f o r 
t h e i r account and the account o f t h e r o y a l t y owners a l l v a l i d t a x e s on 
or measured by t h e u n i t i z e d substances i n and under o r t h a t may be 
produced, g a t h e r e d and s o l d from t h e land covered by t h i s agreement, 
a f t e r i t s e f f e c t i v e ? d a t e , or upon t h e proceeds d e r i v e d t h e r e f r o m . The 
workin g i n t e r e s t owners on each t r a c t , s h a l l , and may charge t h e proper-
p r o p o r t i o n of s a i d t axes t o r o y a l t y owners having i n t e r e s t i n s a i d 



t r a c t , and may c u r r e n t l y r e t a i n and deduct a s u f f i c i e n t amount of the 
u n i t i z e d substances or d e r i v a t i v e products, or net proceeds t h e r e o f , 
from the a l l o c a t e d share of each r o y a l t y owner to secure reimbursement 
for the taxes so paid. No such taxes s h a l l be charged to the United 
States or to any lessor who has a c o n t r a c t w i t h h i s lessee which 
requires the lessee to pay such taxes. 

32. NG PARTNERSHIP. I t i s expressly agreed t h a t the r e l a t i o n of 
the p a r t i e s hereto i s t h a t of independent, c o n t r a c t o r s and nothing 
contained i n t h i s agreement, expressed or i m p l i e d , nor any operations 
conducted hereunder, s h a l l create or be deemed to have created a 
partnership or asso c i a t i o n between the p a r t i e s hereto or any of them. 

33. SURFACE AND ENVIRONMENTAL PROTECTION STIPULATIONS. Nothing 
i n t h i s ag reement s h a l l mod i f y o r c ha n g e e i ther the spec i a 1 Federal 
lease? s t i p u l a t i o n s re? l a t i n g to surface management or such specia l 
Federal lease s t i p u l a t i o n s re? la t i n g to surface and environmental 
p r o t e c t i o n , attached to and made a part, o f , O i l and Gas Leases covering 
lan ds w i t h .1 n the Un i t Area. 

IN WITNESS WHEREOF, the p a r t i e s hereto have? caused t h i s agreement, 
to be executed and have set opposite t h e i r r e s p e c t i v e names the date of 
execution. 

UNIT OPERATOR AND WORKING INTEREST OWNER 

RALPH E„ WILLIAMSON 

Date? of Exe?cutian 

Address s 

One Marienfeld Place, Suite 550 
Midland, Texas 7970.1 

STATE OF TEXAS ) ( 
) ( 

COUNTY OF MIDLAND )( 

On t h i s day of .1.989 before me 
appeared RALPH E. WILLIAMSON known to me tc? be? the person whose name i s 
subscribed t o the foregoing instrument and acknowledged t o me t h a t he 
executed the same f o r the purposes and con s i d e r a t i o n t h e r e i n expressed. 

My Commission Expires _ 
_ Notary Public i n and f o r 

the State of Texas 



ATTESTi 

NON-OPERATOR UNIT PARTICIPANTS 

CONOCO INC. 

Address s 

PO Box 460 
Hobbs. New Mexico 88240 

BY: 

Date of Execution 

STATE OF 

COUNTY OF 

.) ( 

.) ( 

This instrument was acknowledged before me on the 
_ , 1989, by 

„..„ _ of CONOCO INC. a 
on behalf of said c o r p o r a t i o n . 

day of 
, , 
co r p o r a t i o n , 

My Commission Expires: 
Notary Public 

ATTEST s E x x o n C o r p o r a t i o n 

Address s 

FO Box 1600 
Midland, Texas 7970: 

BY s 

Date of Execution 

STATE OF 

COUNTY OF 

.) ( 

.) ( 

This instrument was acknowledged before me on the _ day of 
, 1989, by ._, 

of EXXON CORPORATION a 
co r p o r a t i o n , on behalf of said c o r p o r a t i o n 

My Comm i s s i on Exp i res: 
Notary Public 



ATTEST: Abo Petroleum Corporation 

Address: 

.105 South 4th Stre e t 
Artes i a , New liex ic: o 88210 

BY: 

Date of Execution 

STATE OF 

COUNTY OF 

.) ( 

..) ( 

This instrument was acknowledged before me on the 
.., 1989, by _ 

day of 

of ABO PETROLEUM CORPORATION a 
co r p o r a t i o n , on behalf of said c o r p o r a t i o n 

My Commission Expires: 
Notary Public 

ATTEST: MYCO I n d u s t r i e s , Inc 

Address: 

.105 South 4th Street. 
A r t e s i a , New M e x i c o 88210 

STATE OF 

COUNTY OF 

.) ( 

) ( 

BY: 

Date of Execution 

"his instrument was acknowledged before me on the day of 
1989, by ' . , 

of MYCO INDUSTRIES INC. a 
co r p o r a t i o n , on behalf of said c o r p o r a t i o n . 

My Commission Expires: 
Notary Public 



ATTEST: Yates Petroleum Corporation 

Address: 

105 South 4th St r e e t 
A r t e s i a , New Mexico 882.10 

BY: 

Date of Execution 

STATE OF . . ) ( 

COUNTY OF ) ( 

This instrument was acknowledged before me on the 
__ , 1989, by 

" " ' erf YATES ' PETROLEUM CORPORA?IONa 
co r p o r a t i o n , on behalf of said c o r p o r a t i o n 

day of 

My Commission Expires! 
Notary Public 

ATTESTi Yates D r i l l i n g Company 

Address; 

105 South 4th St r e e t 
A r t e s i a , New Mexico 882.10 

BY s 

Date of Execution 

STATE OF 

COUNTY OF 

.) ( 

) ( 

This instrument was acknowledged before me on the day of 
, 1989, by ] I I I I Z I l .., 

~ of YATES DRILLING COMPANY a _ 
co r p o r a t i o n , on behalf of said c o r p o r a t i o n . 

My Commission Expires: 
Notary Public 



ATTEST s Enron O i l & Gas Company 

Address; 

PO Box 11.88 
Houston, Texas 77251-1.188 

BY 5 

Date of Execution 

STATE OF 

COUNTY OF .) ( 

This instrument was acknowledged before me on the 
. 1989, by ] 

of ENRON OIL & GAS COMPANY a 
c o r p o r a t i on, o n tae ha I f of s a i d c o rpor a t i o n 

My Commission Expires; 
Notary Public 

ATTEST! Pogo Producing Company 

Address: 

PO Box 2504 
Houston, TX 77252-2504 

BY s 

Date of Execution 

STATE OF 

COUNTY OF 

.) ( 

) ( 

This instrument, was acknowledged before me on the 
_., 1.989, by " 

of POGO PRODUCING COMPANY a 
corp o r a t i o n ., an taeha 1 f of sa.1 d cor p o r a t i o n . 

My Comm i ss .1 on E x p i res s 
Notary Public 



ATTEST: 

Address: 

PO Box 100 
A r t e s i a , New Mexico 882.10-0100 

STATE OF J ( 

COUNTY OF . ) ( 

This instrument was acknowledged before me on the day 
of , 1989, by , 

, on behalf of JFG ENTERPRISES, a p a r t n e r s h i p . 

JFG Enterprises 

BY":" 

Date of Execution. 

My Commission Expires: 
Notary Public 



EXHIBIT A 
to Unit Agreement 
• Southeast Salado 

2,378.15 acres 
Divided Federal Unit 
Lea County, New Mexico 

1202911 
D/C 



Tract 1 Land Description No. Acres 

1. T-26-S, R-33-E 672.95 
Sec. 23: SE/4 NH/4 
Sec. 24: H/2 
Sec. 26: E/2 H/2 
Sec. 34: Lots 1, 2, 

k N/2 NE/4 

2. T-26-S, R-33-E 432.50 
Sec. 23: E/2 
Sec. 35: Lots 1, 2, 

k NH/4 NE/4 

3. T-26-S, R-33-E 40.00 
Sec. 23: NE/4 NH/4 

4. T-26-S, R-33-E 320.00 
Sec. 26: E/2 

5. T-26-S, R-33-E 80.00 
Sec. 23: SH/4 NH/4 
Sec. 35: NE/4 NE/4 

6. T-26-S, R-33-E 40.00 
Sec. 23: NH/4 NH/4 

7. T-26-S, R-33-E 80.00 
Sec. 23: N/2 SH/4 

8. T-26-S, R-33-E 160.00 
Sec. 27: SE/4 

9. T-26-S, R-33-E 80.00 
Sec. 26: H/2 SH/4 

10. T-26-S, R-33-E 152.70 
Sec. 35: Lots 3, 4, 

k N/2 NH/4 

11. T-26-S, R-33-E 320.00 
Sec. 23: S/2 SH/4 
Sec. 26: H/2 NH/4 
Sec. 27: NE/4 

EXHIBIT B 
to Unit ftgree«ent 
Southeast Salado 

Lea County, NeH Mexico 

Serial i k Expiration Lessee ot Record 

NN 02965-A; HBP Conoco Inc. 

77083: 9/1/93 

80648; 2/1/94 

60787; 3/1/90 

56752; 10/1/93 

61135; 2/1/93 

60359; 1/1/90 

63380} 11/1/90 

63029; 8/1/90 

Operating Rights I I 

Conoco Inc. 

Conoco Inc. Conoco Inc. 

Conoco Inc. 

Abo Petroleui Corp. 
Yates Drilling Co. 
HYCO Industries, Inc. 
Yates Petroleus Corp. 

Pogo Producing Co, 

Conoco, Inc. 

Abo Petroleui Corp. 
Yates Drilling Co. 
MYCO Industries, Inc. 
Yates Petroleum Corp. 

Pogo Producing Co. 

JFG Enterprises 

Exxon Corporation 

Exxon Corporation 

FEE LANDS: 9/23/91 Conoco Inc. 

100.001 

100.001 

100.001 

0.301 
0.301 
0.301 
0.101 

100.001 

63378; 11/1/90 Pogo Producing Co. Pogo Producing Co. 100.001 

Enron Oil k Gas Co. Enron Oil k Gas Co. 100.001 

ABOVE 5.400 FEET: 
JFB Enterprises 100.001 
BELOH 5.400 FEET: 
Exxon Corporation 100.001 

Exxon Corporation 100.001 

Exxon Corporation 100.001 

Conoco Inc. 100.001 

RECAPITULATION 

2,058.15 acres Federal Lands - 86.54416Z of Unit Area 

320.00 acres Fee Land - 15.455841 of Unit Area 

2,378.15 TOTAL ACRES 



EXHIBIT B continued 
to U n i t Agreement 
Southeast Salado 

Lea County, New Mexico 

Contributions from Lessees: 

Company. Tract (s) Acres Percentage of Unit 

J Conoco Inc. 1, 2, 3, 11 1,465.45 J 61.62142*/. 

Yates Pet. Corp, 4 320.00 13.455837. , r J * ^ 
et a l 

Pogo Prod. Co. 5, 6 120.00 5.04593*/. 

Enron 0 & G Co. 7 80.00 3.363957. 

tj Exxon Corp. 8, 9, 10 392.70 16.512837. 

Address of P a r t i e s ( f o r n o t i f i c a t i o n Purposes); 

Ralph E. Williamson 
One Marienfeld Place, Suite 550 
Midland, Texas 79701 
(915) 683-2200 

Conoco Inc. 
P0 Box 460 
Hobbs, New Mexico 88240 

Exxon Corporation 
P0 Box 1600 
Midland, Texas 79702 

Abo Petroleum Corporation 
Yates D r i l l i n g Company 
MYCO I n d u s t r i e s , Inc. 
Yates Petroleum Corporation 
105 South 4th Street 
A r t e s i a , New Mexico 88210 

Enron O i l & Gas Company 
P0 Box 1188 
Houston, Texas 77251-1188 

Pogo Producing Company 
P0 Box 2504 
Houston, Texas 77252-2504 

JFG Enterprises 
PO' Box 100 
A r t e s i a , New Mexico 88210-0100 



j No. 5 Lie 


