3. All matters of operation shall be governed by the oper-
ator under and pursuant to the terms and provisions of this agree-
ment. A successor operator may be designated by the owners of the
working interest in the communitized area and four (4) executed
copies of a designation of successor operator shall be filed with
the 0il and Gas Supervisor.

4.  Operator shall furnish the Secretary of the Interior, or
his authorized representative, with a log and history of any well
drilled on the communitized area, monthly reports of operations,
statements of sales of communitized substances and royalties and
such other reports as are deemed necessary to compute monthly the
royalty due the United States as specified in the applicable oil
and gas operating regulations. In connection with the performance
of work under this agreement, the operator agrees to comply with
all of the provisions of Section 202 (1) to (7) inclusive of
Executive Order 11246 (30 F.R. 12319), which are hereby incorpor-
~ated by reference in this agreement.

5. The communitized area shall be developed and operated as
an entirety with the understanding and agreement between the par-
ties hereto that all communitized substanced procduced therefrom
shall be allocated among the leaseholds comprising said area in
the proportion that the acreage interest of each leasehold bears
‘to the entire acreage interest committed to this agreement.

6. The royalties payable on communitized substances allo-
‘cated to the individual leases comprising the communitized area
and the rentals provided for in said leases shall be determined
and paid on the basis prescribed in each of the individual leases.
Payment of rentals under the terms of leases subject to this agree-
ment shall not be affected by this agreement except as provided
for under the terms and provisions of said leases or as may herein
be otherwise provided. Except as herein modified and changed, the
0il and gas leases subject to this agreement shall remain in full
force and effect as originally made and issued.

7. There shall be no obligation on the lessees to offset
any well or wells completed in the same formation covered by this
agreement on separate component tracts into which the communitized
area is now or may hereafter be divided, nor shall any lessee be
required to measure separately communitized substances by reason
of the diverse ownership thereof, but the lessees hereto shall not
be released from their obligation to protect said communitized
area from drainage of communitized substances by a well or wells
which may be drilled offsetting said area.

8. The commencement, completion, continued operation or pro-
duction of a well or wells for communitized substances on the com-
munitized area shall be construed and considered as the commence-
ment, completidn; continued operation or production on each and zll
of the lands within and comprising said communitized area, and oper-
ations or production pursuant to this agrecment shall be deemed to
be operations or production as to each lease committed hereto.



