
R A N D O L P H M. R I C H A R D S O N 

• IL AND GAS LAND AND UNIT CONSULTANT 

F E D E R A L - S T A T E - F E E 

P. • . B O X B 1 9 

R O S W E L L , N E W M E X I C O B B 2 D 1 

September 18, 1972 

uv. 
Mi 
X. -

os 6 2 2 - s a a i 
D 5 6 2 2 - 7 9 8 5 

He: 

OU CONSERVATION COMM. 
S*.ita fo 

Walker Drav; Unit 
County, New Mexico 

Oil Conservation Commission 
State of Nev; Mexico 
State Land Office Building f t j jc^-
Santa Fe, New Mexico 87501 

Gentlemen: 

Under date of August 21, 1972, by Order No. R-^372, Case^vo. 
you approved the captioned Walker Drav; Unit, Eddy County, Nev; h 

h7c 

Due to unforeseen circumstances, i t has been determined that t h i s 
Unit w i l l not be f i n a l l y approved by the U.S.G.S. 

Unit Operator did d r i l l and complete, as a dry and abandoned hole, 
the i n i t i a l test well which was called for under the Unit Agreement. 

This well did reach i t s objective depth before approval by the 
U.S.G.S., consequently, was not considered as the i n i t i a l test w e l l . 

Please close your f i l e on t h i s Unit and i f you need any additional 
information please advise. 

Thank you very much. 

Yours very t r u l y , 

, {. 
R. M. Richardson 

RMR:sm 

cc: Mr. David Fasken 
608 F i r s t National Bank Building 
Midland, Texas 79701 



C E R T I F I C A T I O N - - D E T E R M I N A T I O N 

P u r s u a n t to the a u t h o r i t y v e s t e d i n the S e c r e t a r y of the I n t e r i o r , under the 

ac t a p p r o v e d F e b r u a r y 25, 1920, 41 Stat . 437, as amended , 30 U . S. C. , sees . 

181 , et seq. , and de lega ted to the O i l and Gas S u p e r v i s o r s of the G e o l o g i c a l 

S u r v e y (33 F . R. 5812), I do h e r e b y : 

A . A p p r o v e the a t t ached a g r e e m e n t f o r the d e v e l o p m e n t and o p e r a t i o n 

of the W a l k e r D r a w U n i t A r e a , State of New M e x i c o . 

B . C e r t i f y and d e t e r m i n e tha t the un i t p l a n of d e v e l o p m e n t and o p e r a t i o n 

c o n t e m p l a t e d i n the a t t ached a g r e e m e n t is n e c e s s a r y and a d v i s a b l e i n the p u b l i c 

i n t e r e s t f o r the p u r p o s e of m o r e p r o p e r l y c o n s e r v i n g the n a t u r a l r e s o u r c e s . 

C. C e r t i f y and d e t e r m i n e tha t the d r i l l i n g , p r o d u c i n g , r e n t a l , m i n i m u m 

r o y a l t y , and r o y a l t y r e q u i r e m e n t s of a l l F e d e r a l l eases c o m m i t t e d to s a id a g r e e ­

m e n t a r e h e r e b y e s t a b l i s h e d , a l t e r e d , changed, or r e v o k e d to c o n f o r m w i t h the 

t e r m s and c o n d i t i o n s of t h i s a g r e e m e n t . 

Da ted 

O i l and Gas S u p e r v i s o r , U n i t e d States 
G e o l o g i c a l S u r v e y 

C o n t r a c t N u m b e r 



1 U N I T A G R E E M E N T I 

2 FOR T H E D E V E L O P M E N T A N D O P E R A T I O N 2 

3 OF T H E 3 

4 W A L K E R D R A W U N I T A R E A 4 

5 C O U N T Y OF E D D Y 5 

6 S T A T E OF NEW M E X I C O 6 

7 NO. 7 

8 THIS A G R E E M E N T , e n t e r e d i n t o as of the / < - ^ day of 8 

9 \ l £ / ~ & > 1971, by and be tween the p a r t i e s s u b s c r i b i n g , r a t i f y - 9 

10 i n g , or consen t i ng h e r e t o , and h e r e i n r e f e r r e d to as the " p a r t i e s h e r e t o , " 10 

11 W I T N E S S E T H : 11 

12 W H E R E A S the p a r t i e s h e r e t o a r e the o w n e r s of w o r k i n g , r o y a l t y , 12 

13 o r o the r o i l and gas i n t e r e s t s i n the un i t a r e a s u b j e c t to t h i s a g r e e m e n t ; 13 

14 and 14 

15 W H E R E A S the M i n e r a l L e a s i n g A c t of F e b r u a r y 25, 1920, 41 Stat . 15 

16 437, as amended , 30 U . S . C. Sees. 181 et seq. , a u t h o r i z e s F e d e r a l l e s sees 16 

17 and t h e i r r e p r e s e n t a t i v e s to u n i t e w i t h each o t h e r , or j o i n t l y o r s e p a r a t e l y 17 

18 w i t h o t h e r s , i n c o l l e c t i v e l y adop t ing and o p e r a t i n g a c o o p e r a t i v e or u n i t 18 

19 p l a n of d e v e l o p m e n t o r o p e r a t i o n of any o i l o r gas p o o l , f i e l d , o r l i k e a r e a , 19 

20 o r any p a r t t h e r e o f f o r the p u r p o s e of m o r e p r o p e r l y c o n s e r v i n g the n a t u r a l 20 

21 r e s o u r c e s t h e r e o f w h e n e v e r d e t e r m i n e d and c e r t i f i e d by the S e c r e t a r y of 21 

22 the I n t e r i o r t o be n e c e s s a r y o r a d v i s a b l e i n the p u b l i c i n t e r e s t ; and 22 

23 W H E R E A S the C o m m i s s i o n e r of P u b l i c Lands of the State of 23 

24 New M e x i c o is a u t h o r i z e d by an A c t of the L e g i s l a t u r e (Sec 7 - 1 1 - 3 9 N . M . 24 

25 Sta tutes 1953 A n n o t a t e d ) to consent to or a p p r o v e t h i s a g r e e m e n t on be - 25 

26 h a l f of the State of New M e x i c o , i n s o f a r as i t c o v e r s and inc ludes lands 26 

27 and m i n e r a l i n t e r e s t s of the State of New M e x i c o ; and 27 

28 W H E R E A S the O i l C o n s e r v a t i o n C o m m i s s i o n of the State of New 28 

29 M e x i c o is a u t h o r i z e d by an A c t of the L e g i s l a t u r e ( A r t i c l e 3, Chap te r 65, 29 
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1 V o l . 9, P a r t 2, 1953 S ta tu tes ) , to a p p r o v e t h i s a g r e e m e n t and the c o n s e r - 1 

2 v a t i o n p r o v i s i o n s h e r e o f , and 2 

3 W H E R E A S , the 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 the 3 

4 W a l k e r D r a w U n i t A r e a c o v e r i n g the l a n d h e r e i n a f t e r d e s c r i b e d to g ive 4 

5 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 of o p e r a t i o n s t h e r e i n ; and 5 

6 W H E R E A S , i t is the p u r p o s e of the p a r t i e s h e r e t o to c o n s e r v e 6 

7 n a t u r a l r e s o u r c e s , p r e v e n t was te , and s e c u r e o t h e r b e n e f i t s ob ta inab le 7 

8 t h r o u g h d e v e l o p m e n t and o p e r a t i o n of the a r e a s u b j e c t to t h i s a g r e e m e n t 8 

9 under the t e r m s , condi t ions , , and l i m i t a t i o n s h e r e i n set f o r t h ; 9 

10 N O W , T H E R E F O R E , m c o n s i d e r a t i o n of the p r e m i s e s and the 10 

11 p r o m i s e s h e r e i n c o n t a i n e d , the p a r t i e s h e r e t o c o m m i t t o t h i s a g r e e m e n t 11 

12 t h e i r r e s p e c t i v e i n t e r e s t s i n the b e l o w - d e f i n e d u n i t a r ea , and ag ree 12 

13 s e v e r a l l y a m o n g t h e m s e l v e s as f o l l o w s : 13 

14 1. E N A B L I N G A C T A N D R E G U L A T I O N S , The M i n e r a l 14 

15 L e a s i n g A c t of F e b r u a r y 25, 1920, as a m e n d e d s u p r a , and a l l v a l i d 15 

16 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 un i t p l a n r e g u l a t i o n s , h e r e - 16 

17 t o f o r e i s s u e d t h e r e u n d e r o r v a l i d , p e r t i n e n t , and r e a s o n a b l e r e g u l a t i o n s 17 

18 h e r e a f t e r i s s u e d t h e r e u n d e r a r e accep ted and m a d e a p a r t of t h i s a g r e e - 18 

19 m e n t as t o F e d e r a l l ands , p r o v i d e d such r e g u l a t i o n s a r e not i n c o n s i s t e n t 19 

20 w i t h the t e r m s of t h i s a g r e e m e n t ; and as t o n o n - F e d e r a l l ands , the o i l 20 

21 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 the e f f e c t i v e date h e r e o f g o v - 21 

22 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 , not i n c o n s i s t e n t w i t h the t e r m s 22 

23 h e r e o f o r the l a w s of the State i n w h i c h the n o n - F e d e r a l l a n d is l o c a t e d , 23 

24 a r e h e r e b y accep t ed and m a d e a p a r t o f t h i s a g r e e m e n t . 24 

25 2. U N I T A R E A . The a r e a s p e c i f i e d on the m a p a t t a c h e d 25 

26 h e r e t o m a r k e d E x h i b i t A is h e r e b y d e s i g n a t e d and r e c o g n i z e d as c o n s t i - 26 

27 t u t i n g the u n i t a r e a , c o n t a i n i n g 7, 040 a c r e s , m o r e o r l e s s . 27 

28 E x h i b i t A shows , m a d d i t i o n to the b o u n d a r y of the u n i t a r e a , the 28 

29 b o u n d a r i e s and i d e n t i t y of t r a c t s and l eases i n s a i d a r e a to the ex ten t k n o w n 29 

30 to the U n i t O p e r a t o r . E x h i b i t B a t t a c h e d h e r e t o i s a schedu le s h o w i n g to 30 
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1 the ex ten t k n o w n to the U n i t O p e r a t o r the ac r eage , p e r c e n t a g e , and k i n d 1 

2 of o w n e r s h i p of o i l and gas i n t e r e s t s i n a l l l a n d i n the u n i t a r e a . H o w e v e r , 2 

3 n o t h i n g h e r e i n o r i n s a id schedule o r m a p s h a l l be c o n s t r u e d as a r e p r e s e n t s - 3 

4 t i o n by any p a r t y h e r e t o as to the o w n e r s h i p of any i n t e r e s t o the r than such 4 

5 i n t e r e s t o r i n t e r e s t s as a r e shown i n s a id m a p o r schedule as owned by such 5 

6 p a r t y . E x h i b i t s A and B s h a l l be r e v i s e d by the U n i t O p e r a t o r w h e n e v e r 6 

7 changes i n the u n i t a r e a r e n d e r such r e v i s i o n n e c e s s a r y , or w h e n r e q u e s t e d 7 

8 b y the O i l and Gas S u p e r v i s o r , h e r e i n a f t e r r e f e r r e d to as " S u p e r v i s o r " , or 8 

9 when r e q u e s t e d by the C o m n t i s h - one r of P u b l i c . - H of the State of New 9 

10 M e x i c o , h e r e i n a f t e r r e f e r r e d to as " C o m m i s s i o n e : : ' 1 , and not l e s s t h a n 10 

11 f i v e copies of the r e v i s e d e x h i b i t s s h a l l be f i l e d .v i l i i th? S u p e r v i s o r , and 11 

12 t w o copies t h e r e o f s h a l l be f i l e d w i t h the C o m m i s s i o n e r , and one copy w i t h 12 

13 the New M e x i c o O i l C o n s e r v a t i o n C o m m i s s i o n , h e r e i n a f t e r r e f e r r e d to as 13 

14 " C o m m i s s i o n " . 14 

15 T h e a b o v e - d e s c r i b e d u n i t a r e a s h a l l w h e n p r a c t i c a b l e be expanded 15 

16 to i n c l u d e t h e r e i n any a d d i t i o n a l lands or s h a l l be c o n t r a c t e d to exc lude 16 

17 lands w h e n e v e r such e x p a n s i o n or c o n t r a c t i o n i s d e e m e d to be n e c e s s a r y 17 

18 o r a d v i s a b l e to c o n f o r m w i t h the p u r r c s e s of t h i s a g r e e m e n t . Such expan- 18 

19 s i o n o r 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 r , the f o l l o w i n g m a n n e r : 19 

20 (a) U n i t O p e r a t o r , on i t s own m o t i o n o r on d e m a n d of the D i r e c - 20 

21 t o r of the G e o l o g i c a l S u r v e y , h e r e i n a f t e r r e f e r r e d to as " D i r e c t o r " , o r 21 

22 on d e m a n d of the C o m m i s s i o n e r , a f t e r p r e l i m i n a r y c o n c u r r e n c e by the 22 

23 D i r e c t o r , s h a l l p r e p a r e a n o t i c e of p r o p o s e d e x p a n s i o n o r c o n t r a c t i o n des - 23 

24 c r i b i n g the c o n t e m p l a t e d changes i n the b o u n d a r i e s of the u n i t a r e a , the 24 

25 r easons t h e r e f o r , and the p r o p o s e d e f f e c t i v e "ate therec. . . r e f e r a b l y 25 

26 the f i r s t day of a m o n t h subsequent to the date of n o t i 3. 26 

27 (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 .per . / i sor , the C o m - 27 

28 m i s s i o n e r , and the C o m m i s s i o n and copies t h e r e c : . . t a i l e d to the l a s t 28 

2 ° k n o w n a d d r e s s of each w o r k i n g i n t e r e s t o w n e r , l e s see , and l e s s o r whose 29 

3 i n t e r e s t s a r e a f f e c t e d , a d v i s i n g tha t 30 days w i l l be a l l o w e d f o r sub- 30 
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1 m i s s i o n to the U n i t O p e r a t o r of any o b j e c t i o n s . 1 

2 (c) U p o n e x p i r a t i o n of the 30 -day p e r i o d p r o v i d e d i n the p r e c e d i n g 2 

3 i t e m (b) h e r e o f , U n i t O p e r a t o r s h a l l f i l e w i t h the S u p e r v i s o r , the C o m - 3 

4 m i s s i o n e r , and the C o m m i s s i o n ev idence of m a i l i n g of the n o t i c e of expan- 4 

5 s i o n o r c o n t r a c t i o n and a copy of any o b j e c t i o n s t h e r e t o w h i c h have been 5 

6 f i l e d w i t h the U n i t O p e r a t o r , t o g e t h e r w i t h an a p p l i c a t i o n i n s u f f i c i e n t n u m - 6 

7 b e r , f o r a p p r o v a l of such e x p a n s i o n o r c o n t r a c t i o n and w i t h a p p r o p r i a t e 7 

8 j o i n d e r s . 8 

9 (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 ex - 9 

10 p a n s i o n or c o n t r a c t i o n s h a l l , upon a p p r o v a l by the S u p e r v i s o r , the C o m - 10 

11 m i s s i o n e r , and the C o m m i s s i o n b e c o m e e f f e c t i v e as of the date p r e s c r i b e d 11 

12 i n the n o t i c e t h e r e o f . 12 

13 (e) 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 a c r e s by 13 

14 G o v e r n m e n t s u r v e y o r i t s n e a r e s t l o t or t r a c t e q u i v a l e n t ; i n i n s t ances of 14 

15 i r r e g u l a r s u r v e y s u n u s u a l l y l a r g e l o t s o r t r a c t s s h a l l be c o n s i d e r e d i n 15 

16 m u l t i p l e s of 40 a c r e s o r the n e a r e s t 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 p a r t s 16 

17 of w h i c h a r e 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 a r e a on or b e f o r e the f i f t h 17 

18 a n n i v e r s a r y 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 a r e a 18 

19 e s t a b l i s h e d under t h i s u n i t a g r e e m e n t , 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 19 

20 f r o m th i s a g r e e m e n t , e f f e c t i v e as of s a id f i f t h a n n i v e r s a r y , and such 20 

21 lands s h a l l no l o n g e r be a p a r t of the u n i t a r ea and s h a l l no l o n g e r be sub- 21 

22 j e c t to t h i s a g r e e m e n t , un les s d i l i g e n t u r . I I i n g o p e r a t i o n s a r e i n p r o g r e s s 22 

23 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 s a id f i f t h a n n i v e r s a r y , i n 23 

24 w h i c h event a l l such l ands s h a l l r e m a i n s u b j e c t h e r e t o f o r so l o n g as such 24 

25 d r i l l i n g o p e r a t i o n s a r e c o n t i n u e d d i l i g e n t l y , w i t h not m o r e than 90 d a y s ' 25 

26 t i m e e l a p s i n g be tween the c o m p l e t i o n of one s u c h w e l l and the c o m m e n c e - 26 

27 m e n t of the nex t such -wel 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 to 27 

28 be i n a p a r t i c i p a t i n g a r e a w i t h i n 10 y e a r s a f t e r the e f f e c t i v e date of the 28 

29 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 a r e a a p p r o v e d under t h i s a g r e e m e n t s h a l l be 29 

30 a u t o m a t i c a l l y e l i m i n a t e d f r o m t h i s a g r e e m e n t as of s a i d t e n t h a n n i v e r s a r y . 30 
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1 A l l lands proved product ive by d i l igent d r i l l i n g operations a f t e r the a fo re - 1 

2 said 5-year per iod shal l become par t ic ipa t ing i n the same manner as dur- 2 

3 ing said 5-year per iod . However, when such di l igent d r i l l i n g operations 3 

4 cease, a l l non-par t ic ipa t ing lands shal l be au tomat ica l ly e l iminated e f fec t - 4 

5 ive as of the 91st day the rea f t e r . The Unit Operator shal l w i t h i n 90 days 5 

6 a f te r the ef fec t ive date of any e l imina t ion hereunder, describe the area so 6 

7 e l imina ted to the sa t i s fac t ion of the Supervisor and the Commiss ioner and 7 

8 p rompt ly no t i fy a l l par t ies i n in te res t . 8 

9 I f conditions wa r r an t extention of the 10-year per iod specif ied 9 

10 i n this subsection 2(e), a single extension of not to exceed 2 years may be 10 

11 accomplished by consent of the owners of 90% of the work ing interests i n 11 

12 the cu r r en t nonpart ic ipat ing uni t ized lands and the owners of 60% of the 12 

13 basic roya l t y interests (exclusive of the basic roya l ty interests of the 13 

14 United States) i n nonpar t ic ipat ing uni t ized lands w i t h approval of the 14 

15 D i r e c t o r and Commiss ioner , provided such extension appl icat ion is sub- 15 

16 m i t t e d to the D i r e c t o r and Commiss ioner not la ter than 60 days p r i o r to 16 

17 the exp i ra t ion of said 10-year per iod . 17 

18 Any expansion of the unit area pursuant to this section which em- 18 

19 braces lands there tofore e l imina ted pursuant to this subsection 2(e) shal l 19 

20 not be considered automatic commi tment or r ecommi tmen t of such lands. 20 

21 3. U N I T I Z E D L A N D AND U N I T I Z E D SUBSTANCES. A l l land 21 

22 commi t t ed to this agreement shal l constitute land r e f e r r e d to here in as 22 

23 "uni t ized l and" or "land subject to this agreement. " A l l o i l and gas i n any 23 

24 and a l l fo rmat ions of the uni t ized land down to the depth of 10, 280 feet sub- 24 

25 surface are uni t ized under the t e rms of this agreement and here in are cal led 25 

26 "unitized substances". 26 

27 4. UNIT OPERATOR: David Fasken, 608 F i r s t Nat ional 27 

28 Bank Bui ld ing , Midland, Texas, 79701, is hereby designated as Unit 28 

29 Operator and by signature hereto as Unit Operator agrees and consents to 29 

30 accept the duties and obligations of Unit Operator f o r the d iscovery , 30 

31 development, and product ion of uni t ized substances as here in provided . 31 

- 5 -



1 W h e n e v e r r e f e r e n c e is made h e r e i n to the U n i t O p e r a t o r , such r e f e r e n c e 1 

2 means the U n i t O p e r a t o r a c t i n g i n tha t c a p a c i t y and not as an owner of 2 

3 i n t e r e s t i n u n i t i z e d subs tances , and the t e r m " w o r k i n g i n t e r e s t o w n e r " 3 

4 when used h e r e i n s h a l l i n c l u d e o r r e f e r t o U n i t O p e r a t o r as the owner of 4 

5 a w o r k i n g i n t e r e s t w h e n such an i n t e r e s t is owned by i t . 5 

6 5. R E S I G N A T I O N OR R E M O V A L OF U N I T O P E R A T O R . U n i t 6 

7 O p e r a t o r s h a l l have the r i g h t to r e s i g n at any t i m e p r i o r to the e s t a b l i s h - 7 

8 m e n t of a p a r t i c i p a t i n g a r e a o r a reas h e r e u n d e r , bu t such r e s i g n a t i o n 8 

9 s h a l l not b e c o m e e f f e c t i v e so as to r e l e a s e U n i t O p e r a t o r f r o m the du t ies 9 

10 and o b l i g a t i o n s of U n i t O p e r a t o r and t e r m i n a t e U n i t O p e r a t o r ' s r i g h t s as 10 

11 such f o r a p e r i o d of 6 mon ths a f t e r n o t i c e of i n t e n t i o n to r e s i g n has been 11 

12 s e r v e d b y U n i t O p e r a t o r on a l l w o r k i n g i n t e r e s t o w n e r s and the Supe r - 12 

13 v i s o r , the C o m m i s s i o n e r , and the C o m m i s s i o n and u n t i l a l l w e l l s t hen 13 

14 d r i l l e d h e r e u n d e r a r e p l a c e d i n a s a t i s f a c t o r y c o n d i t i o n f o r s u s p e n s i o n 14 

15 o r abandonmen t w h i c h e v e r is r e q u i r e d b y the S u p e r v i s o r as to F e d e r a l 15 

16 l ands and b y the C o m m i s s i o n as to State and p r i v a t e l y owned l ands , 16 

17 un less a new U n i t O p e r a t o r s h a l l have been s e l e c t e d and a p p r o v e d and 17 

18 s h a l l have t a k e n ove r and a s s u m e d the du t i e s and o b l i g a t i o n s of U n i t 18 

19 O p e r a t o r p r i o r t o the e x p i r a t i o n of s a i d p e r i o d . 19 

20 U n i t O p e r a t o r s h a l l have the r i g h t to r e s i g n i n l i k e m a n n e r and 20 

21 s u b j e c t to l i k e l i m i t a t i o n s as above p r o v i d e d at any t i m e a p a r t i c i p a t i n g 21 

22 a r e a e s t a b l i s h e d h e r e u n d e r is i n e x i s t e n c e , bu t , i n a l l i n s t ances of r e s i g - 22 

23 n a t i o n o r r e m o v a l , u n t i l a s u c c e s s o r u n i t o p e r a t o r i s s e l e c t e d and ap- 23 

24 p r o v e d as h e r e i n a f t e r p r o v i d e d , the w o r k i n g i n t e r e s t o w n e r s s h a l l be 24 

25 j o i n t l y r e s p o n s i b l e f o r p e r f o r m a n c e of the du t i e s of u n i t o p e r a t o r , and 25 

26 s h a l l not l a t e r t han 30 days b e f o r e such r e s i g n a t i o n o r r e m o v a l b e c o m e s 26 

27 e f f e c t i v e a p p o i n t a c o m m o n agent t o r e p r e s e n t t h e m i n any a c t i o n to be 27 

28 t a k e n h e r e u n d e r . 28 

29 The r e s i g n a t i o n of U n i t O p e r a t o r s h a l l no t r e l e a s e U n i t O p e r a t o r 29 
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1 f r o m any l i a b i l i t y f o r any d e f a u l t by i t h e r e u n d e r o c c u r r i n g p : i o r to the e f f e c - 1 

2 t i v e date of i t s r e s i g n a t i o n . 2 

3 The u n i t o p e r a t o r m a y , upon d e f a u l t or f a i l u r e i n the p e r f o r m a n c e 3 

4 of i t s du t ies o r o b l i g a t i o n s h e r e u n d e r , be s u b j e c t to r e m o v a l by the same 4 

5 p e r c e n t a g e vo te of the o w n e r s of w o r k i n g i n t e r e s t s as h e r e i n p r o v i d e d f o r 5 

6 the s e l e c t i o n of a new U n i t O p e r a t o r . Such r e m o v a l s h a l l be e f f e c t i v e 6 

7 upon no t i ce t h e r e o f to the S u p e r v i s o r and the C o m m i s s i o n e r . 7 

8 The r e s i g n a t i o n or r e m o v a l o f U n i t O p e r a t o r under t h i s a g r e e m e n t 8 

9 s h a l l not t e r m i n a t e i t s r i g h t , t i t l e , o r i n t e r e s t as the owner of a w o r k i n g 9 

10 i n t e r e s t or o the r i n t e r e s t i n u n i t i z e d subs tances , but upon the r e s i g n a t i o n 10 

11 o r r e m o v a l of U n i t O p e r a t o r b e c o m i n g e f f e c t i v e , such U n i t O p e r a t o r s h a l l 11 

12 d e l i v e r p o s s e s s i o n of a l l w e l l s , e q u i p m e n t , m a t e r i a l s , and appur t enances 12 

13 used i n c o n d u c t i n g the u n i t o p e r a t i o n s to the new d u l y q u a l i f i e d succes so r 13 

14 U n i t O p e r a t o r or to the c o m m o n agent , i f no such new U n i t O p e r a t o r is 14 

15 e l e c t e d , to be used f o r the p u r p o s e of c o n d u c t i n g u n i t o p e r a t i o n s h e r e - 15 

16 u n d e r . N o t h i n g h e r e i n s h a l l be c o n s t r u e d as a u t h o r i z i n g r e m o v a l of any 16 

17 m a t e r i a l , e q u i p m e n t and appu r t enances needed f o r the p r e s e r v a t i o n of any 17 

18 w e l l s . 18 

19 6. SUCCESSOR U N I T O P E R A T O R . W h e n e v e r the U n i t O p e r a - 19 

20 t o r s h a l l t e n d e r h i s or i t s r e s i g n a t i o n as U n i t O p e r a t o r or s h a l l be r e - 20 

21 m o v e d as h e r e i n a b o v e p r o v i d e d , or a change of U n i t O p e r a t o r is n e g o t i a t e d 21 

22 b y w o r k i n g i n t e r e s t o w n e r s , the o w n e r s of the w o r k i n g i n t e r e s t s i n the 22 

23 p a r t i c i p a t i n g a r e a o r a r ea s a c c o r d i n g to t h e i r r e s p e c t i v e a c r e a g e i n t e r - 23 

24 ests i n such p a r t i c i p a t i n g a r e a o r a r ea s , o r , u n t i l a p a r t i c i p a t i n g a r e a 24 

25 s h a l l have been e s t a b l i s h e d , the o w n e r s of the w o r k i n g i n t e r e s t s a c c o r d - 25 

26 i n g to t h e i r r e s p e c t i v e a c r e a g e i n t e r e s t s i n a l l u n i t i z e d l a n d , s h a l l by 26 

27 m a j o r i t y vo te s e l e c t a s u c c e s s o r U n i t O p e r a t o r : P r o v i d e d , Tha t , i f a 27 

28 m a j o r i t y b u t l e s s t h a n 75 per cent of the w o r k i n g i n t e r e s t s q u a l i f i e d to vo te 28 

29 a r e owned b y one p a r t y to t h i s a g r e e m e n t , a c o n c u r r i n g vo te of one or 29 
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1 more addit ional work ing in teres t owners shal l be requi red to select a new 1 

2 operator . Such selection shal l not become effect ive un t i l 2 

3 (a) a Unit Operator so selected shal l accept in w r i t i n g the 3 

4 duties and respons ib i l i t i es of Unit Operator, and 4 

5 (b) the selection shal l have been approved by the Supervisor 5 

6 and the Commiss ioner . 6 

7 I f no successor Unit Operator is selected and qua l i f ied as here in 7 

8 provided, the D i r ec to r and Commiss ioner at thei r elect ion may declare 8 

9 this unit agreement t e rmina ted . 9 

10 7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREE- 10 

1 1 M E N T . I f the Unit Operator is not the sole owner of work ing in teres ts , 1 1 

12 costs and expenses i n c u r r e d by Unit Operator i n conducting unit opera- 12 

13 tions hereunder shal l be paid and apportioned among and borne by the ow- 13 

14 ners of work ing in teres ts , a l l in accordance w i t h the agreement or agree- 14 

15 ments entered into by and between the Unit Operator and the owners of 15 

16 work ing in teres ts , whether one or more , separately or co l lec t ive ly . Any 16 

17 agreement or agreements entered into between the work ing in teres t owners 17 

18 and the Unit Operator as provided in this section, whether one or more , 18 

19 are he re in r e f e r r e d to as the "unit operating agreement. " Such unit 19 

20 operating agreement shal l also provide the manner i n which the work ing 20 

21 in teres t owners shal l be ent i t led to receive the i r respective proport ionate 21 

22 and al located share of the benefits accruing hereto i n c o n f o r m i t y w i t h the i r 22 

23 under ly ing operating agreements, leases, or other independent contracts , 23 

24 and such other r ights and obligations as between Unit Operator and the 24 

25 work ing in teres t owners as may be agreed upon by Unit Operator and the 25 

26 w o r k i n g in teres t owners; however, no such unit operating agreement 26 

27 shal l be deemed either to m o d i f y any of the t e rms and conditions of this 27 

28 unit agreement or to re l ieve the Unit Operator of any r igh t or obl igat ion 28 

29 established under this unit agreement, and in case of any inconsistency 29 
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1 or con f l i c t between this unit agreement and the unit operating agreement, 1 

2 this unit agreement shal l govern. Three t rue copies of any unit operating 2 

3 agreement executed pursuant to this section should be f i l e d w i th the Super- 3 

4 v i so r and one t rue copy with the Commiss ioner , p r i o r to approval of this 4 

5 unit agreement. 5 

6 8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except 6 

7 as otherwise spec i f i ca l ly provided here in , the exclusive r ight , p r iv i l ege , 7 

8 and duty of exercis ing any and a l l r ights of the part ies hereto which are 8 

9 necessary or convenient f o r prospecting f o r , producing, s tor ing , a l locat- 9 

10 ing, and d i s t r ibu t ing the uni t ized substances are hereby delegated to and 10 

11 shal l be exercised by the Uni t Operator as here in provided. Acceptable 11 

12 evidence of t i t l e to said r ights shal l be deposited w i t h said Unit Operator 12 

13 and, together w i t h this agreement, shal l constitute and define the r igh ts , 13 

14 pr iv i leges and obligations of Unit Operator . Nothing here in , however, 

15 shal l be construed to t r ans fe r t i t l e to any land or to any lease or operating 15 

16 agreement, i t being understood that under this agreement the Unit Opera- 16 

17 to r , i n its capacity as Unit Operator, shal l exercise the r ights of posses- 17 

18 sion and use vested in the part ies hereto only f o r the purposes here in 18 

19 speci f ied . 19 

20 9. D R I L L I N G TO DISCOVERY. W i t h i n 6 months a f te r the e f fec t - 20 

21 ive date hereof, the Uni t Operator shal l begin to d r i l l an adequate test w e l l 21 

22 at a locat ion approved by the Supervisor , i f on Federa l land, or by the Com- 22 

23 miss ioner i f on State land, unless on such effect ive date a w e l l is being 23 

24 d r i l l e d conformably w i t h the t e rms hereof, and thereaf te r continue such 24 

25 d r i l l i n g d i l i gen t ly u n t i l the M o r r o w f o r m a t i o n of Pennsylvanian age has been 25 

26 tested or u n t i l at a lesser depth uni t ized substances shal l be discovered which 26 

27 can be produced in paying quantities ( to -wi t : quantities su f f i c ien t to repay 27 

28 the costs of d r i l l i n g , complet ing, and producing operations, w i t h a reasonable 28 

29 p r o f i t ) or the Unit Operator sha l l at any t ime establ ish to the sa t i s fac t ion of the 29 
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1 Supervisor , i f located on Federa l lands, or the Commiss ioner , i f located on 1 

2 State lands, that 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 i m - 2 

3 pract icable , provided, however, that Unit Operator shal l not in any event 3 

4 be requ i red to d r i l l said w e l l to a depth in excess of 10, 000 feet . U n t i l the 4 

5 d iscovery of a deposit of uni t ized substances capable of being produced in 5 

6 paying quantit ies, the Unit Operator shall continue d r i l l i n g one w e l l at a 6 

7 t i m e , a l lowing not more than 6 months between the complet ion of one w e l l 7 

8 and the beginning of the next w e l l , un t i l a w e l l capable of producing uni t ized 8 

9 substances in paying quantities is completed to the sa t i s fac t ion of said Super- 9 

10 v i s o r , i f on Federa l lands, or the Commiss ioner , i f on State lands, or un t i l 10 

11 i t is reasonably proved that the uni t ized land is incapable of producing un i - 11 

12 t ized substances in paying quantities in the fo rmat ions d r i l l e d hereunder. 12 

13 Nothing in this section shal l be deemed to l i m i t the r igh t of the Unit Operator 13 

14 to res ign as provided in Section 5, hereof, or as r e q u i r i n g Unit Operator to 14 

15 commence or continue any d r i l l i n g during the per iod pending such res igna- 15 

16 t i o n becoming ef fec t ive i n order to comply w i t h the requirements of this 16 

17 section. The Supervisor and Commiss ioner may m o d i f y the d r i l l i n g r e - 17 

18 quirements of this section by grant ing reasonable extensions of t ime when, 18 

19 i n thei r opinion, such act ion is warran ted . 19 

20 I t is recognized that one or more wel ls capable of producing f r o m 20 

21 the M o r r o w f o r m a t i o n may have been completed on land wi th in the Unit Area 21 

22 and commi t ted to the Unit Agreement . Upon complet ion of a w e l l d r i l l e d under 22 

23 the t e rms of this Agreement as a w e l l capable of producing uni t ized sub- 23 

24 stances in paying quantities f r o m the M o r r o w f o r m a t i o n , lands proven 24 

25 product ive in paying quantities by wel ls d r i l l e d p r i o r to un i t iza t ion shal l 25 

26 be admit ted to pa r t i c ipa t ion ef fec t ive as of the ef fec t ive date of the i n i t i a l 26 

27 M o r r o w f o r m a t i o n pa r t i c ipa t ing area. Settlement f o r any product ion had 2 7 

28 f r o m any wel ls here tofore completed in the M o r r o w f o r m a t i o n shal l be on 28 

29 a lease basis (conformable w i t h any under ly ing agreements a f fec t ing the 29 
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1 same) u n t i l the ef fec t ive date that any heretofore d r i l l e d w e l l (and the land 1 

2 around i t reasonably proved to be productive i n paying quantit ies) is ad- 2 

3 mi t t ed to the M o r r o w f o r m a t i o n par t i c ipa t ing area. 3 

4 Upon f a i l u r e to commence any w e l l provided f o r in this section 4 

5 w i t h i n the t ime al lowed, including any extension of t ime granted by the Super- 5 

6 v i so r and the Commiss ioner , this agreement w i l l au tomat ica l ly te rmina te ; 6 

7 upon f a i l u r e to continue d r i l l i n g d i l igen t ly any w e l l commenced hereunder, 7 

8 the Supervisor and the Commiss ioner may, af ter 15-days notice to the Unit 8 

9 Operator, declare this Unit Agreement t e rmina ted . 9 

10 10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. 10 

11 W i t h i n 6 months a f te r complet ion of a w e l l capable of producing uni t ized 11 

12 substances in paying quantit ies, the Unit Operator shal l submit f o r the 12 

13 approval of the Supervisor and the Commiss ioner an acceptable plan of 13 

14 development and operat ion f o r the uni t ized land which, when approved by 14 

15 the Supervisor and the Commiss ioner , shal l constitute the f u r t h e r d r i l l i n g 15 

16 and operating obligations of Unit Operator under this agreement fo r the 16 

17 pe r iod specif ied the re in . Thereaf te r , f r o m t ime to t ime before the exp i ra - 17 

18 t ion of any exis t ing plan, the Uni t Operator shal l submit f o r the approval 18 

19 of the Supervisor and the Commiss ioner a plan f o r an addi t ional speci f ied 19 

20 pe r iod f o r the development and operat ion of the uni t ized land. 20 

21 Any plan submitted pursuant to this section shal l provide f o r the 21 

22 explora t ion of the uni t ized area and f o r the d i l igent d r i l l i n g necessary f o r 22 

23 de te rmina t ion of the area or areas thereof capable of producing uni t ized 2 3 

24 substances in paying quantities in each and every product ive f o r m a t i o n and 24 

25 shal l be as complete and adequate as the Supervisor and the Commiss ioner 25 

26 may determine to be necessary f o r t i m e l y development and proper conser- 26 

27 va t ion of the o i l and gas resources of the uni t ized area and shal l : 27 

28 (a) specify the number and locations of any wel ls to be 28 

29 d r i l l e d and the proposed order and t ime f o r such d r i l l i n g ; and 29 
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1 (b) t o the ex ten t p r a c t i c a b l e s p e c i f y the o p e r a t i n g p r a c t i c e s 1 

2 r e g a r d e d as n e c e s s a r y and a d v i s a b l e f o r p r o p e r c o n s e r v a t i o n 2 

3 of n a t u r a l r e s o u r c e s . 3 

4 Separa te p lans m a y be s u b m i t t e d f o r sepa ra te p r o d u c t i v e zones, s u b j e c t t o 4 

5 the a p p r o v a l of the S u p e r v i s o r and the C o m m i s s i o n e r . 5 

6 P lans s h a l l be m o d i f i e d o r s u p p l e m e n t e d when n e c e s s a r y to m e e t 6 

7 changed c o n d i t i o n s o r t o p r o t e c t the i n t e r e s t s of a l l p a r t i e s to t h i s a g r e e - 7 

8 m e n t . Reasonab le d i l i g e n c e s h a l l be e x e r c i s e d i n c o m p l y i n g w i t h the o b l i - 8 

9 ga t ions of the a p p r o v e d p l a n of d e v e l o p m e n t . The S u p e r v i s o r and C o m - 9 

10 m i s s i o n e r a r e a u t h o r i z e d to g r a n t a r e a s o n a b l e e x t e n s i o n of the 6 - m o n t h 10 

11 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 s u b m i s s i o n of an i n i t i a l p l a n of d e v e l o p m e n t 11 

12 w h e r e such a c t i o n i s j u s t i f i e d because of u n u s u a l c o n d i t i o n s o r c i r c u m - 12 

13 s t ances . A f t e r c o m p l e t i o n h e r e u n d e r of a w e l l capable of p r o d u c i n g any 13 

14 u n i t i z e d subs tance i n p a y i n g q u a n t i t i e s , no f u r t h e r w e l l s , excep t such as 14 

15 m a y be n e c e s s a r y to a f f o r d p r o t e c t i o n aga ins t o p e r a t i o n s not under t h i s 15 

16 a g r e e m e n t and such as m a y be s p e c i f i c a l l y a p p r o v e d by the S u p e r v i s o r 16 

17 and the C o m m i s s i o n e r , s h a l l be d r i l l e d excep t i n a c c o r d a n c e w i t h a p l a n 17 

18 of d e v e l o p m e n t a p p r o v e d as h e r e i n p r o v i d e d . 18 

19 1 1 . P A R T I C I P A T I O N A F T E R D I S C O V E R Y . Upon c o m p l e t i o n 19 

20 of a w e l l capable of p r o d u c i n g u n i t i z e d subs tances i n p a y i n g q u a n t i t i e s o r 20 

21 as soon t h e r e a f t e r as r e q u i r e d b y the S u p e r v i s o r o r the C o m m i s s i o n e r , the 21 

22 U n i t O p e r a t o r s h a l l s u b m i t f o r a p p r o v a l by the S u p e r v i s o r and the C o m - 2 2 

23 m i s s i o n e r a schedu le , based on s u b d i v i s i o n s of the p u b l i c - l a n d s u r v e y o r 23 

24 a l i q u o t p a r t s t h e r e o f , of a l l l a n d then r e g a r d e d as r e a s o n a b l y p r o v e d to be 24 

25 p r o d u c t i v e i n p a y i n g q u a n t i t i e s ; a l l lands i n s a i d schedule on a p p r o v a l of 25 

26 the S u p e r v i s o r and the C o m m i s s i o n e r to c o n s t i t u t e a p a r t i c i p a t i n g a r e a , e f - 26 

27 f e c t i v e as of the date of c o m p l e t i o n of such w e l l o r the e f f e c t i v e date of t h i s 27 

28 u n i t a g r e e m e n t , w h i c h e v e r i s l a t e r . The ac r eages of b o t h F e d e r a l and n o n - 28 

29 F e d e r a l 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 s f r o m the c o u r s e s 29 
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1 and distances shown on the last approved publ ic - land survey as of the e f fec t - 1 

2 ive date of each i n i t i a l par t ic ipa t ing area. Said schedule shal l also set f o r t h 2 

3 the percentage of uni t ized substances to be al located as here in provided to 3 

4 each t r ac t i n the par t ic ipa t ing area so established, and shal l govern the 4 

5 a l locat ion of product ion commencing w i t h the ef fec t ive date of the pa r t i c ipa t - 5 

6 ing area. A separate par t i c ipa t ing area shal l be established f o r each separ- 6 

7 ate pool or deposit of uni t ized substances or f o r any group thereof which is 7 

8 produced as a single pool or zone, and any two or more par t i c ipa t ing areas so 8 

9 established may be combined into one, on approval of the Supervisor and the 9 

10 Commiss ioner . When product ion f r o m two or more par t ic ipa t ing areas, so 10 

11 established, is subsequently found to be f r o m a common pool or deposit said 11 

12 pa r t i c ipa t ing areas shal l be combined into one ef fec t ive as of such appro- 12 

13 pr ia te date as may be approved or p resc r ibed by the Supervisor and the 13 

14 Commiss ioner . The par t ic ipa t ing area or areas so established shal l be 14 

15 rev ised f r o m t ime to t i m e , subject to l ike approval , to include addit ional 15 

16 land then regarded as reasonably proved to be product ive in paying quanti- 16 

17 ties or necessary f o r unit operations, or to exclude land then regarded as 17 

18 reasonably proved not to be product ive i n paying quantities and the schedule 18 

19 of a l loca t ion percentages shal l be rev ised accordingly . The effect ive date 19 

20 of any r ev i s ion shal l be the f i r s t of the month i n which is obtained the know- 20 

21 ledge or i n f o r m a t i o n on which such r e v i s i o n is predicated, provided, how- 21 

22 ever, that a more appropria te ef fec t ive date may be used i f j u s t i f i e d by the 22 

23 Unit Operator and approved by the Supervisor and the C o m m i s s i o n e r . No 23 

24 land shal l be excluded f r o m a par t i c ipa t ing area on account of depletion of 24 

25 the uni t ized substances, except that any pa r t i c ipa t ing area established under 25 

26 the provis ions of this unit agreement shal l t e rmina te au tomat ica l ly when- 26 

27 ever a l l completions i n the f o r m a t i o n on which the pa r t i c ipa t ing area is 27 

28 based are abandoned. 28 
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1 I t is the intent of this section that a pa r t i c ipa t ing area shal l r ep re - 1 

2 sent the area known or reasonably est imated to be productive in paying quan- 2 

3 t i t i e s ; but, regardless of any r ev i s ion of the par t ic ipa t ing area, nothing 3 

4 here in contained shal l be construed as r equ i r ing any re t roac t ive adjustment 4 

5 fo r product ion obtained p r i o r to the ef fec t ive date of the rev i s ion of the p a r t i - 5 

6 cipating area. 6 

7 In the absence of agreement at any t ime between the Unit Operator 7 

8 and the Supervisor and the Commiss ioner as to the proper de f in i t ion or r e - 8 

9 de f in i t ion of a par t i c ipa t ing area, or u n t i l a par t i c ipa t ing area has, or areas 9 

10 have, been established as provided here in , the po r t i on of a l l payments af- 10 

11 fected thereby shal l be impounded in a manner mutua l ly acceptable to the 11 

12 owners of work ing interests and the Supervisor and the Commiss ioner . 12 

13 Royalt ies due the United States and the State of New Mexico shal l be deter- 13 

14 mined by the Supervisor f o r Federa l land and the Commiss ioner f o r State 14 

15 land and the amounts thereof shal l be deposited, as d i rec ted by the Super- 15 

16 v i so r and the Commiss ioner , to be held as unearned money u n t i l a p a r t i c i - 16 

17 pating area is f i n a l l y approved and then applied as earned or re turned in 17 

18 accordance w i t h a de te rmina t ion of the sum due as Federa l roya l ty and 18 

19 State roya l ty on the basis of such approved par t i c ipa t ing area. 19 

20 Whenever i t is de termined, subject to the approval of the Super- 20 

21 v i so r as to wel ls d r i l l e d on Federa l lands and of the Commiss ioner as to 21 

22 wel ls d r i l l e d on State land, that a w e l l d r i l l e d under this agreement is not 22 

23 capable of product ion i n paying quantities and inc lus ion of the land on which 23 

24 i t is si tuated in a par t i c ipa t ing area is unwarranted, product ion f r o m such 24 

25 w e l l shal l , f o r the purposes of sett lement among a l l par t ies other than 25 

26 work ing in teres t owners, be al located to the land on which the w e l l is l o - 26 

27 cated unless such land is a l ready wi th in the par t i c ipa t ing area established 27 

28 f o r the pool or deposit f r o m which such product ion is obtained. Settlement 28 
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1 f o r w o r k i n g i n t e r e s t b e n e f i t s f r o m such a w e l l s h a l l be made as p r o v i d e d i n 1 

2 the u n i t o p e r a t i n g a g r e e m e n t . 2 

3 12. A L L O C A T I O N OF P R O D U C T I O N : A l l u n i t i z e d substances 3 

4 p r o d u c e d f r o m each p a r t i c i p a t i n g a r e a e s t a b l i s h e d under t h i s a g r e e m e n t , ex- 4 

5 cept any p a r t 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 5 

6 the u n i t i z e d a r e a f o r d r i l l i n g , o p e r a t i n g , c a m p and o the r p r o d u c t i o n o r d e v e l o p - 6 

7 m e n t p u r p o s e s , f o r r e p r e s s u r i n g or r e c y c l i n g i n a c c o r d a n c e w i t h a p l a n of 7 

8 d e v e l o p m e n t a p p r o v e d b y the S u p e r v i s o r and C o m m i s s i o n e r or u n a v o i d a b l y 8 

9 l o s t , s h a l l be d e e m e d to be p r o d u c e d e q u a l l y on an a c r eage bas i s f r o m the 9 

10 s e v e r a l t r a c t s of u n i t i z e d l a n d of the p a r t i c i p a t i n g a r e a e s t a b l i s h e d f o r such 10 

11 p r o d u c t i o n and, f o r the p u r p o s e of d e t e r m i n i n g any b e n e f i t s a c c r u i n g under 11 

12 th i s a g r e e m e n t , each such t r a c t of u n i t i z e d l a n d s h a l l have a l l o c a t e d to i t such 12 

13 p e r c e n t a g e of s a id p r o d u c t i o n as the n u m b e r of a c r e s of such t r a c t i n c l u d e d 13 

14 i n s a i d p a r t i c i p a t i n g a r e a b e a r s to the t o t a l a c r e s of u n i t i z e d l a n d i n s a i d 14 

15 p a r t i c i p a t i n g a r e a , excep t tha t a l l o c a t i o n of p r o d u c t i o n h e r e u n d e r f o r p u r - 15 

16 poses o the r t han f o r s e t t l e m e n t of the 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 p a y m e n t 16 

17 out of p r o d u c t i o n o b l i g a t i o n s of the 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 n e r s , s h a l l 17 

18 be on the bas i s p r e s c r i b e d i n the u n i t o p e r a t i n g a g r e e m e n t w h e t h e r i n c o n f o r m - 18 

19 i t y w i t h the bas i s of a l l o c a t i o n h e r e i n set f o r t h o r o t h e r w i s e . I t is h e r e b y 19 

20 a g r e e d tha t p r o d u c t i o n of u n i t i z e d subs tances f r o m a p a r t i c i p a t i n g a r ea s h a l l 20 

21 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 of w h e t h e r any w e l l s a r e d r i l l e d on 21 

22 any p a r t i c u l a r p a r t o r t r a c t of s a id p a r t i c i p a t i n g a r e a . I f any gas p r o d u c e d 22 

23 f r o m one p a r t i c i p a t i n g a r e 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 l i n g p u r p o s e s 23 

24 i n ano the r p a r t i c i p a t i n g a r e a , the f i r s t gas w i t h d r a w n f r o m such l a s t - m e n t i o n e d 24 

25 p a r t i c i p a t i n g a r ea f o r sale d u r i n g the l i f e of t h i s a g r e e m e n t s h a l l be c o n s i d e r e d 25 

26 to be the gas so t r a n s f e r r e d u n t i l an a m o u n t equa l t o tha t t r a n s f e r r e d s h a l l be 26 

27 so p r o d u c e d f o r sale and such gas s h a l l be a l l o c a t e d to the p a r t i c i p a t i n g a r e a 27 

28 f r o m w h i c h i n i t i a l l y p r o d u c e d as such a r e a was l a s t d e f i n e d at the t i m e of such 28 

29 f i n a l p r o d u c t i o n . 29 

- 1 5 -



1 13. D E V E L O P M E N T OR O P E R A T I O N OF N O N - P A R T I C I P A T I N G 1 

2 L A N D OR F O R M A T I O N S . A n y p a r t y h e r e t o o w n i n g o r c o n t r o l l i n g the w o r k - 2 

3 ing i n t e r e s t i n any u n i t i z e d l a n d h a v i n g t h e r e o n a r e g u l a r w e l l l o c a t i o n m a y 3 

4 w i t h the a p p r o v a l of the S u p e r v i s o r as to F e d e r a l l a n d , the C o m m i s s i o n 4 

5 as to State o r p r i v a t e l y owned l and , at such p a r t y ' s so le r i s k , co s t s , and 5 

6 expense , d r i l l a w e l l to t e s t any f o r m a t i o n f o r w h i c h a p a r t i c i p a t i n g a r e a 6 

7 has not been e s t a b l i s h e d o r to t e s t any f o r m a t i o n f o r w h i c h a p a r t i c i p a t i n g 7 

8 a r e a has been e s t a b l i s h e d i f such l o c a t i o n is not w i t h i n sa id p a r t i c i p a t i n g 8 

9 a r e a , un less w i t h i n 90 days of r e c e i p t of n o t i c e f r o m sa id p a r t y of h i s i n t e n - 9 

10 t i o n to d r i l l the w e l l the U n i t O p e r a t o r e l ec t s and c o m m e n c e s to d r i l l such a 10 

11 w e l l i n l i k e m a n n e r as o the r w e l l s a r e d r i l l e d by the U n i t O p e r a t o r under 11 

12 t h i s a g r e e m e n t . 12 

13 I f any w e l l d r i l l e d as a f o r e s a i d by a w o r k i n g i n t e r e s t o w n e r r e s u l t s 13 

14 i n p r o d u c t i o n such tha t the l a n d upon w h i c h i t is s i t u a t e d m a y p r o p e r l y be i n - 14 

15 e luded i n a p a r t i c i p a t i n g a rea , such p a r t i c i p a t i n g a r e a s h a l l be e s t a b l i s h e d 15 

16 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 a g r e e m e n t and the w e l l s h a l l t h e r e a f t e r be 16 

17 o p e r a t e d by the U n i t O p e r a t o r i n a c c o r d a n c e w i t h the t e r m s of t h i s a g r e e - 17 

18 m e n t and the u n i t o p e r a t i n g a g r e e m e n t . 18 

19 I f any w e l l d r i l l e d as a f o r e s a i d b y a w o r k i n g i n t e r e s t owner ob ta ins 19 

20 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 to j u s t i f y the i n c l u s i o n of the l a n d upon 20 

21 w h i c h such w e l l is 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 ea , such w e l l m a y be o p e r - 21 

22 a ted and p r o d u c e d b y the p a r t y d r i l l i n g the same s u b j e c t to the c o n s e r v a t i o n 22 

23 r e q u i r e m e n t s of t h i s a g r e e m e n t . The r o y a l t i e s i n a m o u n t o r v a l u e of p r o - 23 

24 d u c t i o n f r o m any such w e l l s h a l l be p a i d as s p e c i f i e d i n the u n d e r l y i n g l ease 24 

25 and a g r e e m e n t s a f f e c t e d . 25 

26 14. R O Y A L T Y S E T T L E M E N T : The U n i t e d States and any 26 

27 State and any r o y a l t y o w n e r w h o , is e n t i t l e d to t ake i n k i n d a sha re of the 27 

28 subs tances now u n i t i z e d h e r e u n d e r s h a l l h e r e a f t e r be e n t i t l e d to the r i g h t to 28 

29 take i n k i n d i t s sha re of the u n i t i z e d subs tances , and U n i t O p e r a t o r , or the 29 
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1 w o r k i n g i n t e r e s t o w n e r i n case of the o p e r a t i o n of a w e l l by a w o r k i n g i n t e r e s t 1 

2 owner as h e r e i n 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 m a k e d e l i v e r i e s of such 2 

3 r o y a l t y sha re t a k e n i n k i n d i n c o n f o r m i t y w i t h the a p p l i c a b l e c o n t r a c t s , l a w s , 3 

4 and r e g u l a t i o n s . S e t t l e m e n t f o r r o y a l t y i n t e r e s t not t a k e n i n k i n d s h a l l be 4 

5 made by w o r k i n g i n t e r e s t o w n e r s r e s p o n s i b l e t h e r e f o r unde r e x i s t i n g c o n - 5 

6 t r a c t s , l a w s and r e g u l a t i o n s , o r b y the U n i t O p e r a t o r on o r b e f o r e the l a s t 6 

7 day of each m o n t h f o r u n i t i z e d subs tances p r o d u c e d d u r i n g the p r e c e d i n g 7 

8 c a l e n d a r m o n t h ; p r o v i d e d , h o w e v e r , tha t n o t h i n g h e r e i n con t a ined s h a l l 8 

9 ope ra t e to r e l i e v e the l e s sees of any l a n d f r o m t h e i r r e s p e c t i v e l ease o b l i g a - 9 

10 t i o n s f o r the p a y m e n t of any r o y a l t i e s due under t h e i r l e a s e s . 10 

11 I f gas ob t a ined f r o m lands not s u b j e c t to t h i s a g r e e m e n t is i n t r o - 11 

12 duced i n t o any p a r t i c i p a t i n g a r e a h e r e u n d e r , f o r use i n r e p r e s s u r i n g , s t i - 12 

13 m u l a t i o n of p r o d u c t i o n , o r i n c r e a s i n g u l t i m a t e r e c o v e r y , i n c o n f o r m i t y w i t h 13 

14 a p l a n of o p e r a t i o n s a p p r o v e d b y the S u p e r v i s o r and the C o m m i s s i o n e r , a 14 

15 l i k e a m o u n t of 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 - 15 

16 f e r r e d f r o m any o the r p a r t i c i p a t i n g a r e a 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 16 

17 l o s s f r o m any cause , m a y be w i t h d r a w n f r o m the f o r m a t i o n i n t o w h i c h the 17 

18 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 to d r y gas , but not as t o any p r o d u c t s 18 

19 w h i c h m a y 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 t ha t such w i t h d r a w a l s h a l l be 19 

20 at such t i m e as m a y be p r o v i d e d i n the a p p r o v e d p l a n of o p e r a t i o n s o r as m a y 20 

21 o t h e r w i s e be consen ted to b y the S u p e r v i s o r and the C o m m i s s i o n e r as c o n - 21 

22 f o r m i n g to 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 , tha t 22 

23 such r i g h t of w i t h d r a w a l s h a l l t e r m i n a t e on the t e r m i n a t i o n of t h i s u n i t a g r e e - 23 

24 m e n t . 24 

25 R o y a l t y due the U n i t e d States s h a l l be c o m p u t e d as p r o v i d e d i n the 25 

26 o p e r a t i n g r e g u l a t i o n s and p a i d i n va lue 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 26 

27 subs tances on the ba s i s of the a m o u n t s t h e r e o f a l l o c a t e d to u n i t i z e d F e d e r a l 27 

28 l a n d as p r o v i d e d h e r e i n at the r a t e s s p e c i f i e d i n the r e s p e c t i v e F e d e r a l 28 

29 l ea ses , o r at such l o w e r r a t e o r r a t e s as m a y be a u t h o r i z e d by l a w o r r e g u - 29 
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1 l a t i o n ; p r o v i d e d , t ha t f o r leases on w h i c h the r o y a l t y r a t e depends on the 1 

2 d a i l y a v e r a g e p r o d u c t i o n p e r w e l l , s a id a v e r a g e p r o d u c t i o n s h a l l be d e t e r - 2 

3 m i n e d i n a c c o r d a n c e w i t h the o p e r a t i n g r e g u l a t i o n s as though each p a r t i - 3 

4 c i p a t i n g a r e a w e r e a s i n g l e c o n s o l i d a t e d l e a s e . 4 

5 R o y a l t y due on accoun t of State l ands s h a l l be c o m p u t e d and p a i d 5 

6 on the bas i s of a l l u n i t i z e d subs tances a l l o c a t e d to such l a n d s . 6 

7 15. R E N T A L S E T T L E M E N T . R e n t a l o r m i n i m u m r o y a l t i e s due 7 

8 on leases c o m m i t e d h e r e t o s h a l l be p a i d b y w o r k i n g i n t e r e s t o w n e r s r e s - 8 

9 p o n s i b l e t h e r e f o r unde r e x i s t i n g c o n t r a c t s , l a w s , and r e g u l a t i o n s , p r o v i d e d 9 

10 tha t n o t h i n g h e r e i n c o n t a i n e d s h a l l ope ra t e to r e l i e v e the l e s sees of any l a n d 10 

11 f r o m t h e i r r e s p e c t i v e l ease o b l i g a t i o n s f o r the p a y m e n t of any r e n t a l o r m i n i - 11 

12 m u m r o y a l t y due under t h e i r l e a se s . R e n t a l o r m i n i m u m r o y a l t y f o r l ands 12 

13 of the U n i t e d States s u b j e c t t o t h i s a g r e e m e n t s h a l l be p a i d at t h e r a t e s p e c i - 13 

14 f i e d i n the r e s p e c t i v e leases f r o m the U n i t e d States un les s such r e n t a l o r 14 

15 m i n i m u m r o y a l t y is w a i v e d , suspended, o r r e d u c e d b y l a w or by a p p r o v a l of 15 

16 the S e c r e t a r y o r h i s d u l y a u t h o r i z e d r e p r e s e n t a t i v e . 16 

17 Ren ta l s on State of New M e x i c o l ands s u b j e c t to t h i s a g r e e m e n t 17 

18 s h a l l be p a i d at the r a t e s s p e c i f i e d i n the r e s p e c t i v e l e a s e s . 18 

19 W i t h r e s p e c t t o any l ease on o the r t h a n F e d e r a l or State l a n d c o n - 19 

20 t a i n i n g p r o v i s i o n s w h i c h w o u l d t e r m i n a t e such lease un less d r i l l i n g o p e r a - 20 

21 t i o n s a r e c o m m e n c e d upon the l a n d c o v e r e d t h e r e b y w i t h i n the t i m e t h e r e i n 21 

22 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 the p r i v i l e g e of d e f e r r i n g such d r i l l i n g 22 

23 o p e r a t i o n s , the 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 ther 23 

24 p r o v i s i o n of t h i s a g r e e m e n t , be d e e m e d to a c c r u e and b e c o m e payab le d u r - 24 

25 i n g the t e r m t h e r e o f as ex tended b y t h i s a g r e e m e n t and u n t i l the r e q u i r e d 25 

26 d r i l l i n g o p e r a t i o n s a r e c o m m e n c e d upon the l a n d c o v e r e d t h e r e b y or u n t i l 26 

27 some p o r t i o n of such l a n d is 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 a r e a . 27 

28 16. C O N S E R V A T I O N . O p e r a t i o n s h e r e u n d e r and p r o d u c t i o n of 28 

29 u n i t i z e d subs tances s h a l l be conduc ted to p r o v i d e f o r the m o s t e c o n o m i c a l 29 
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1 and e f f i c i en t recovery of said substances without waste, as defined by or 1 

2 pursuant to State or Federa l law or regula t ion. 2 

3 17. DRAINAGE. The Unit Operator shal l take such measures 3 

4 as the Supervisor as to Federa l lands, or the Commiss ioner as to State 4 

5 lands, deems appropria te and adequate to prevent drainage of uni t ized sub- 5 

6 stances f r o m uni t ized land by wells on land not subject to this agreement. 6 

7 18. LEASES AND CONTRACTS CONFORMED AND E X T E N D E D . 7 

8 The t e rms , condit ions, and provis ions of a l l leases, subleases, and other 8 

9 contracts re la t ing to explorat ion, d r i l l i n g , development, or operat ion f o r 9 

10 o i l or gas on lands commi t t ed to this agreement are hereby express ly m o d i - 10 

11 f i e d and amended to the extent necessary to make the same c o n f o r m to the 11 

12 provis ions hereof, but otherwise to r e m a i n in f u l l f o r c e and effect ; and the 12 

13 par t ies hereto hereby consent that the Secretary as to Federa l leases and 13 

14 the Commiss ioner as to State leases, shal l and each by his approval hereof, 14 

15 or by the approval hereof by his duly author ized representat ive , does hereby 15 

16 establish, a l te r , change, or revoke the d r i l l i n g , producing, ren ta l , m i n i - 16 

17 m u m roya l ty , and roya l ty requi rements of Federa l and State leases com- 17 

18 m i t t e d hereto and the regulations i n respect thereto to c o n f o r m said r equ i re - 18 

19 ments to the provis ions of this agreement, and, without l i m i t i n g the general- 19 

20 i ty of the foregoing , a l l leases, subleases, and contracts are p a r t i c u l a r l y 20 

21 m o d i f i e d i n accordance wi th the f o l l o w i n g : 21 

22 (a) the development and operat ion of lands subject to this 22 

23 agreement under the t e rms hereof shal l be deemed f u l l per- 23 

24 formance of a l l obligations fo r development and operat ion wi th 24 

25 respect to each and every separately owned t r a c t subject to 25 

26 this agreement, regardless of whether there is any develop- 26 

27 ment of any pa r t i cu la r t r a c t of the uni t area; 27 

28 (b) D r i l l i n g and producing operations p e r f o r m e d hereunder 28 

29 upon any t r a c t of uni t ized lands w i l l be accepted and deemed 29 
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1 to be p e r f o r m e d upon and f o r the b e n e f i t of each and e v e r y t r a c t 1 

2 of u n i t i z e d l a n d , and no lease s h a l l be deemed to e x p i r e by r e a - 2 

3 son of f a i l u r e to d r i l l o r p r o d u c e w e l l s s i t u a t e d on the l a n d 3 

4 t h e r e i n e m b r a c e d . 4 

5 (c) Suspens ion of d r i l l i n g o r p r o d u c i n g o p e r a t i o n s on a l l u n i - 5 

6 t i z e d lands p u r s u a n t to d i r e c t i o n o r consen t of the S e c r e t a r y and 6 

7 the C o m m i s s i o n e r , o r t h e i 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 s , 7 

8 s h a l l be d e e m e d to c o n s t i t u t e such suspens ion p u r s u a n t to such 8 

9 d i r e c t i o n o r consen t as to each and e v e r y t r a c t of u n i t i z e d l a n d . 9 

10 A s u s p e n s i o n 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 - 10 

11 f i e d l ands s h a l l be a p p l i c a b l e o n l y to such l a n d s . 11 

12 (d) E a c h lease , sublease o r c o n t r a c t r e l a t i n g to the e x p l o r a - 12 

13 t i o n , d r i l l i n g , d e v e l o p m e n t o r o p e r a t i o n f o r o i l or gas of lands 13 

14 o the r than those of the U n i t e d States o r the State of New M e x i c o 14 

15 c o m m i t t e d to t h i s a g r e e m e n t , w h i c h , b y i t s t e r m s m i g h t e x p i r e 15 

16 p r i o r t o the t e r m i n a t i o n of t h i s a g r e e m e n t , i s h e r e b y ex tended 16 

17 b e y o n d any such t e r m s so p r o v i d e d t h e r e i n so t ha t i t s h a l l be 17 

18 c o n t i n u e d i n f u l l f o r c e and e f f e c t f o r and d u r i n g the t e r m of t h i s 18 

19 a g r e e m e n t . 19 

20 (e) A n y F e d e r a l l ease f o r a f i x e d t e r m of t w e n t y (20) y e a r s 20 

21 o r any r e n e w a l t h e r e o f or any p a r t of such l ease w h i c h i s made 21 

22 s u b j e c t to t h i s a g r e e m e n t s h a l l con t inue i n f o r c e beyond the t e r m 22 

23 p r o v i d e d t h e r e i n u n t i l the t e r m i n a t i o n h e r e o f . A n y o the r F e d e r a l 23 

24 l ease c o m m i t t e d h e r e t o s h a l l con t inue i n f o r c e beyond the t e r m 24 

25 so p r o v i d e d t h e r e i n o r b y l a w as t c :.;.e l a n d c o m m i t t e d so l o n g 25 

26 as such l ease r e m a i n s s u b j e c t here ;o, p r o v i d e d tha t p r o d u c t i o n 26 

27 i s had i n p a y i n g q u a n t i t i e s under t h i s un i t a g r e e m e n t p r i o r to 27 

28 the e x p i r a t i o n date of the t e r m of such l e a se , o r i n the event 28 

29 a c t u a l d r i l l i n g o p e r a t i o n s a r e c o m m e n c e d on u n i t i z e d l a n d , i n 29 

- 2 0 -



1 a c c o r d a n c e w i t h the p r o v i s i o n s of t h i s a g r e e m e n t , p r i o r t o the 1 

2 end of the p r i m a r y t e r m of s u c h lease and a r e b e i n g d i l i g e n t l y 2 

3 p r o s e c u t e d at tha t t i m e , such lease s h a l l be ex tended f o r t w o y e a r s 3 

4 and so l o n g t h e r e a f t e r as o i l or gas i s p r o d u c e d i n p a y i n g q u a n t i - 4 

5 t i e s i n a c c o r d a n c e w i t h the p r o v i s i o n s of the M i n e r a l L e a s i n g 5 

6 A c t R e v i s i o n of I 9 6 0 . 6 

7 ( f ) E a c h sublease o r c o n t r a c t r e l a t i n g to the o p e r a t i o n and 7 

8 d e v e l o p m e n t of u n i t i z e d subs tances f r o m lands of the U n i t e d States 8 

9 c o m m i t t e d to t h i s a g r e e m e n t , w h i c h b y i t s t e r m s w o u l d e x p i r e 9 

10 p r i o r t o the t i m e at w h i c h the u n d e r l y i n g l ea se , as ex tended by 10 

1 1 the i m m e d i a t e l y p r e c e d i n g p a r a g r a p h , w i l l e x p i r e , i s h e r e b y 1 1 

12 ex tended b e y o n d any such t e r m so p r o v i d e d t h e r e i n so tha t i t 12 

13 s h a l l be con t i nued i n f u l l f o r c e and e f f e c t f o r and d u r i n g the t e r m 13 

14 of the u n d e r l y i n g l ease as such t e r m is h e r e i n ex tended . 14 

15 (g) A n y lease e m b r a c i n g lands of the State of New M e x i c o 15 

16 w h i c h is m a d e s u b j e c t t o t h i s a g r e e m e n t , s h a l l con t inue i n f o r c e 16 

17 b e y o n d the t e r m p r o v i d e d t h e r e i n as to the lands c o m m i t t e d h e r e t o 17 

18 u n t i l the t e r m i n a t i o n h e r e o f , s u b j e c t to the p r o v i s i o n s of s u b s e c t i o n 18 

19 (e) of Sec t i on 2 and s u b s e c t i o n ( i ) of t h i s S e c t i o n 18, 19 

20 (h) T h e s e g r e g a t i o n of any F e d e r a l l ease c o m m i t t e d t o t h i s 20 

21 a g r e e m e n t is g o v e r n e d by the f o l l o w i n g p r o v i s i o n i n the f o u r t h 21 

22 p a r a g r a p h of Sec. 17 ( j ) of the M i n e r a l L e a s i n g A c t , as amended 22 

23 b y the A c t of Sep t embe r 2, I 960 (74 Sta t . 781 -784) : " A n y 23 

24 ( F e d e r a l ) l ease h e r e t o f o r e o r h e r e a f t e r c o m m i t t e d to any such 24 

25 ( u n i t ) p l a n e m b r a c i n g lands tha t a r e i n p a r t w i t h i n and i n p a r t 25 

26 ou t s ide of the a r e a c o v e r e d b y any such p l a n s h a l l be s e g r e g a t e d 26 

27 i n t o s epa ra t e leases as to the lands c o m m i t t e d and the l ands not 27 

28 c o m m i t t e d as of the e f f e c t i v e date of u n i t i z a t i o n : P r o v i d e d , h o w - 28 

29 e v e r , t ha t any such lease as to the n o n - u n i t i z e d p o r t i o n s h a l l 29 
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1 con t inue i n f o r c e and e f f e c t f o r the t e r m t h e r e o f but f o r not less 1 

2 t han t w o y e a r s f r o m the date of such s e g r e g a t i o n and so long 2 

3 t h e r e a f t e r as o i l or gas i s p r o d u c e d i n p a y i n g q u a n t i t i e s . " 3 

4 ( i ) A n y lease e m b r a c i n g lands of the State of New M e x i c o 4 

5 h a v i n g o n l y a p o r t i o n of i t s lands c o m m i t t e d h e r e t o , s h a l l be 5 

6 s e g r e g a t e d as to the p o r t i o n c o m m i t t e d and the p o r t i o n not c o m - 6 

7 m i t t e d , and the p r o v i s i o n s of such lease s h a l l app ly s e p a r a t e l y 7 

8 to such s e g r e g a t e d p o r t i o n s c o m m e n c i n g as of the e f f e c t i v e date 8 

9 h e r e o f ; p r o v i d e d , h o w e v e r , n o t w i t h s t a n d i n g any of the p r o v i s i o n s 9 

10 of t h i s a g r e e m e n t to the c o n t r a r y any lease e m b r a c i n g lands of 10 

11 the State of New M e x i c o hav ing on ly a p o r t i o n of i t s lands c o m - 11 

12 m i t t e d h e r e t o s h a l l con t inue i n f u l l f o r c e and e f f e c t beyond the 12 

13 t e r m p r o v i d e d t h e r e i n as to a l l l ands e m b r a c e d i n such l ease , 13 

14 i f o i l o r gas is d i s c o v e r e d and is capable of b e i n g p r o d u c e d i n ! 4 

15 p a y i n g q u a n t i t i e s f r o m some p a r t of the l a n e m b r a c e d i n such 15 

16 l ease at the e x p i r a t i o n of the s e c o n d a r y t e r m of such l ease ; or i f , 16 

17 at the e x p i r a t i o n of the s e c o n d a r y t e r m , the L e s s e e o r the U n i t 17 

18 O p e r a t o r is then engaged i n bona f i d e d r i l l i n g o r r e w o r k i n g 18 

19 o p e r a t i o n s on some p a r t of i.he lands e m b r a c e d i n such l ease , the 19 

20 s ame , as to a l l l ands e m b r a c e d t h e r e i n , s h a l l r e m a i n i n f u l l f o r c e 20 

21 and e f f e c t so l ong as such o p e r a t i o n s a r e be ig d i l i g e n t l y p r o s e - 21 

22 cu ted , and i f t hey r e s u l t i n the p r o d u c t i o n o': o i l or gas, s a i d 22 

23 l ease s h a l l con t inue i n f u l l f o r c e and e f f e c t -:s to a l l of the lands 23 

24 e m b r a c e d t h e r e i n , so l o n g t h e r e a f t e r as c i l o r gas i n p a y i n g 24 

25 q u a n t i t i e s is b e i n g p r o d u c e d f r o m any p o r t i o n of s a id l ands . 25 

26 ( j ) A n y lease , o the r t h a i . a. F e d e r a l l ease o r State l ease , h a v - 26 

27 ing o n l y a p o r t i o n of i t s lands c o m m i t t e d h e r e t o s h a l l be s e g r e - 27 

28 ga ted as to the p o r t i o n c o m m i t t e d and the p o r t i o n not c o m m i t t e d , 28 

29 and the p r o v i s i o n s of such lease s h a l l a p p l y s e p a r a t e l y to such 29 
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1 s e g r e g a t e d p o r t i o n s c o m m e n c i n g as of the e f f e c t i v e date h e r e o f . 1 

2 I n the event any such lease p r o v i d e s f o r a l u m p - s u m r e n t a l pay - 2 

3 m e n t , such p a y m e n t s h a l l be p r o r a t e d be tween the p o r t i o n s so 3 

4 s e g r e g a t e d i n p r o p o r t i o n to the ac reage of the r e s p e c t i v e t r a c t s . 4 

5 19. C O V E N A N T S R U N W I T H L A N D . The covenants h e r e i n s h a l l 5 

6 be c o n s t r u e d to be covenants r u n n i n g w i t h the l a n d w i t h r e s p e c t t o the i n t e r e s t 6 

7 of the p a r t i e s h e r e t o and t h e i r s u c c e s s o r s i n i n t e r e s t u n t i l t h i s a g r e e m e n t 7 

8 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 , or conveyance , of i n t e r e s t i n l a n d or 8 

9 leases s u b j e c t h e r e t o s h a l l be and h e r e b y is c o n d i t i o n e d upon the a s s u m p t i o n 9 

10 o f a l l p r i v i l e g e s and o b l i g a t i o n s h e r e u n d e r by the g r a n t e e , t r a n s f e r e e , o r 10 

11 o t h e r s u c c e s s o r i n i n t e r e s t . No a s s i g n m e n t o r t r a n s f e r of any w o r k i n g 11 

12 i n t e r e s t , r o y a l t y , or o the r i n t e r e s t s u b j e c t h e r e t o s h a l l be b i n d i n g upon 12 

13 U n i t O p e r a t o r u n t i l the f i r s t day of the c a l e n d a r m o n t h a f t e r U n i t O p e r a t o r 13 

14 is 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 of the i n s t r u - 14 

15 m e n t of t r a n s f e r . 15 

16 20. E F F E C T I V E D A T E A N D T E R M . T h i s a g r e e m e n t s h a l l 16 

17 b e c o m e e f f e c t i v e upon a p p r o v a l by the S e c r e t a r y and the C o m m i s s i o n e r o r 17 

18 t h e i 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 s and s h a l l t e r m i n a t e f i v e (5) y e a r s 18 

19 f r o m sa id e f f e c t i v e date un less 19 

20 (a) such date of e x p i r a t i o n i s ex tended by the D i r e c t o r 20 

21 and the C o m m i s s i o n e r , or 21 

22 (b) i t is r e a s o n a b l y d e t e r m i n e d p r i o r to the e x p i r a t i o n 22 

23 of the f i x e d t e r m or any e x t e n s i o n t h e r e o f tha t the 23 

24 u n i t i z e d l and is i n c a p a b l e of p r o d u c t i o n of u n i t i z e d 24 

25 subs tances i n p a y i n g q u a n t i t i e s i n the f o r m a t i o n s 2 5 

26 t e s t e d h e r e u n d e r and a f t e r n o t i c e of i n t e n t i o n to t e r m i - 26 

27 nate the a g r e e m e n t on such g r o u n d is g i v e n by the U n i t 27 

28 O p e r a t o r to a l l p a r t i e s i n i n t e r e s t at t h e i r l a s t k n o w n 28 

29 k n o w n a d d r e s s e s , the a g r e e m e n t i s t e r m i n a t e d w i t h the 29 
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1 a p p r o v a l of the S u p e r v i s o r and C o m m i s s i o n e r , or 1 

2 (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 subs tances has been made or 2 

3 accep ted on u n i t i z e d l a n d d u r i n g sa id i n i t i a l t e r m or any ex- 3 

4 t e n s i o n t h e r e o f , i n w h i c h event the a g r e e m e n t s h a l l r e m a i n 4 

5 i n e f f e c t f o r such t e r m and so l o n g as u n i t i z e d subs tances can 5 

6 be p r o d u c e d i n q u a n t i t i e s s u f f i c i e n t to pay f o r the cos t of p r o - 6 

7 d u c i n g same f r o m w e l l s on u n i t i z e d l a n d w i t h i n any p a r t i c i p a t - 7 

8 i n g a r e a e s t a b l i s h e d h e r e u n d e r and , shou ld p r o d u c t i o n cease, 8 

9 so l o n g t h e r e a f t e r as d i l i g e n t o p e r a t i o n s a r e i n p r o g r e s s f o r 9 

10 the r e s t o r a t i o n of p r o d u c t i o n o r d i s c o v e r y of new p r o d u c t i o n 10 

11 and so long t h e r e a f t e r as the u n i t i z e d subs tances so d i s c o v e r e d 11 

12 can be p r o d u c e d as a f o r e s a i d , o r 12 

13 (d) i t i s t e r m i n a t e d as h e r e t o f o r e p r o v i d e d i n t h i s a g r e e m e n t . 13 

14 T h i s a g r e e m e n t m a y be t e r m i n a t e d at any t i m e by not l e s s than 75 pe r c e n t u m , 14 

15 on an a c r eage b a s i s , of the w o r k i n g i n t e r e s t o w n e r s s i g n a t o r y h e r e t o , w i t h 15 

16 the a p p r o v a l of the S u p e r v i s o r and C o m m i s s i o n e r ; n o t i c e of any such ap- 16 

17 p r o v a l to be g i v e n by the U n i t O p e r a t o r to a l l p a r t i e s h e r e t o . 17 

18 2 1 . R A T E OF P R O S P E C T I N G , D E V E L O P M E N T , A N D PR O D U C - 18 

19 T I O N . The D i r e c t o r i s h e r e b y v e s t e d w i t h a u t h o r i t y to a l t e r or m o d i f y 19 

20 f r o m t i m e to t i m e i n h i s d i s c r e t i o n the q u a n t i t y and ra te of p r o d u c t i o n under 20 

21 t h i s a g r e e m e n t w h e n such q u a n t i t y and r a t e i s not f i x e d p u r s u a n t to F e d e r a l 21 

22 o r State l a w or does not c o n f o r m to any s t a t e - w i d e v o l u n t a r y c o n s e r v a t i o n 22 

23 o r a l l o c a t i o n p r o g r a m , w h i c h is 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 23 

24 a d h e r e d t o by the m a j o r i t y of o p e r a t o r s i n such State , such a u t h o r i t y b e i n g 24 

25 h e r e b y l i m i t e d to a l t e r a t i o n o r m o d i f i c a t i o n i n the p u b l i c i n t e r e s t , the p u r - 25 

26 pose t h e r e o f and the p u b l i c i n t e r e s t to be s e r v e d t h e r e b y to be s t a t ed i n the 26 

27 o r d e r of a l t e r a t i o n o r m o d i f i c a t i o n . W i t h o u t r e g a r d to the f o r e g o i n g , the 27 

28 D i r e c t o r is a l s o h e r e b y v e s t e d w i t h a u t h o r i t y t o a l t e r or m o d i f y f r o m t i m e 28 

29 t o t i m e i n h i s d i s c r e t i o n the r a t e of p r o s p e c t i n g and d e v e l o p m e n t and the 29 
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1 q u a n t i t y and r a t e of p r o d u c t i o n under t h i s a g r e e m e n t w h e n such a l t e r a t i o n 1 

2 o r m o d i f i c a t i o n is i n the i n t e r e s t of a t t a i n i n g the c o n s e r v a t i o n o b j e c t i v e s 2 

3 s ta ted i n t h i s a g r e e m e n t and is not i n v i o l a t i o n of any a p p l i c a b l e F e d e r a l o r 3 

4 State l a w ; p r o v i d e d , f u r t h e r , t ha t no such a l t e r a t i o n or m o d i f i c a t i o n s h a l l 4 

5 be e f f e c t i v e as to any l a n d of the State of New M e x i c o , as to the r a t e of 5 

6 p r o s p e c t i n g and d e / e l o p i n g i n the absence of the s p e c i f i c w r i t t e n a p p r o v a l 6 

7 t h e r e o f by the C o m m i s s i o n e r and as to any lands of the State of New M e x i c o 7 

8 o r p r i v a t e l y owned lands s u b j e c t t o t h i s a g r e e m e n t as to the q u a n t i t y and 8 

9 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 9 

10 C o m m i s s i o n . 10 

11 P o w e r s i n t h i s s e c t i o n v e s t e d i n the D i r e c t o r s h a l l on ly be e x e r - 11 

12 c i s e d a f t e r n o t i c e to U n i t O p e r a t o r and o p p o r t u n i t y f o r h e a r i n g to be h e l d 12 

13 not less t han 15 days f r o m n o t i c e . 13 

14 22. A P P E A R A N C E S . U n i t O p e r a t o r s h a l l , a f t e r n o t i c e to o t h e r 14 

15 p a r t i e s a f f e c t e d , have the r i g h t to appear f o r and on b e h a l f of any and a l l i n - 15 

16 t e r e s t s a f f e c t e d h e r e b y b e f o r e the D e p a r t m e n t of the I n t e r i o r , The C o m - 16 

17 m i s s i o n e r of P u b l i c L a n d s of the State of New M e x i c o , and the New M e x i c o 17 

18 O i l C o n s e r v a t i o n C o m m i s s i o n and to appea l f r o m o r d e r s i s s u e d under the 18 

19 r e g u l a t i o n s of s a i d D e p a r t m e n t , the C o m m i s s i o n , o r C o m m i s s i o n e r o r t o 19 

20 a p p l y f o r r e l i e f f r o m any of sa id r e g u l a t i o n s o r i n any p r o c e e d i n g s r e l a t i v e 20 

21 to o p e r a t i o n s b e f o r e the D e p a r t m e n t of the I n t e r i o r , the C o m m i s s i o n e r , o r 21 

22 C o m m i s s i o n , o r any 3ther l e g a l l y c o n s t i t u t e d a u t h o r i t y ; p r o v i d e d , h o w e v e r , 22 

23 tha t any o the r i n t e r e s t e d p a r t y s h a l l a l so have the r i g h t a t h i s o w n expense 23 

24 to be h e a r d i n any such p r o c e e d i n g . 24 

25 23 . N O T I C E S . A l l n o t i c e s , demands o r s t a t emen t s r e q u i r e d 25 

26 h e r e u n d e r to be g i v e n o r r e n d e r e d to the p a r t i e s h e r e t o s h a l l be deemed 26 

27 f u l l y g i v e n i f g i v e n i n w r i t i n g and p e r s o n a l l y d e l i v e r e d t o the p a r t y o r sent 27 

28 b y p o s t p a i d r e g i s t e r e d o r c e r t i f i e d m a i l , a d d r e s s e d to such p a r t y o r p a r t i e s 28 

29 at t h e i r r e s p e c t i v e add re s se s set f o r t h i n c o n n e c t i o n w i t h the s i g n a t u r e s 29 
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1 h e r e t o o r to the r a t i f i c a t i o n o r consen t h e r e o f o r t o such o ther addres s as any 1 

2 such p a r t y m a y have f u r n i s h e d i n w r i t i n g to p a r t y send ing the n o t i c e , d e m a n d 2 

3 o r s t a t e m e n t . 3 

4 24. N O W A I V E R OF C E R T A I N R I G H T S . N o t h i n g i n t h i s agr ee - 4 

5 m e n t c o n t a i n e d s h a l l be c o n s t r u e d as a w a i v e r by any p a r t y h e r e t o of the 5 

6 r i g h t t o a s s e r t any l e g a l or c o n s t i t u t i o n a l r i g h t o r de fense as to the v a l i d i t y 6 

7 o r i n v a l i d i t y of any l a w of the State w h e r e i n s a id u n i t i z e d lands a re l o c a t e d , 7 

8 o r of the U n i t e d States , or r e g u l a t i o n s i s s u e d t h e r e u n d e r i n any w a y a f f e c t i n g 8 

9 such p a r t y , or as a w a i v e r by any such p a r t y of any r i g h t beyond his o r i t s 9 

10 a u t h o r i t y to w a i v e . 10 

11 25 . U N A V O I D A B L E D E L A Y . . A l l o b l i g a t i o n s unde r t h i s a g r e e - 11 

12 m e n t r e q u i r i n g the U n i t O p e r a t o r to c o m m e n c e o r con t inue d r i l l i n g o r t o 12 

13 o p e r a t e on o r p r o d u c e u n i t i z e d subs tances f r o m any of the lands c o v e r e d b y 13 

14 t h i s a g r e e m e n t s h a l l be suspended w h i l e the U n i t O p e r a t o r , desp i t e the 14 

15 e x e r c i s e of due c a r e and d i l i g e n c e , is p r e v e n t e d f r o m c o m p l y i n g w i t h s u c h 15 

16 o b l i g a t i o n s , i n w h o l e or i n p a r t , by s t r i k e s , acts of God, F e d e r a l , State , or 16 

17 m u n i c i p a l l a w or agenc ies , unavo idab l e a c c i d e n t s , u n c o n t r o l l a b l e de lays i n 17 

18 t r a n s p o r t a t i o n , i n a b i l i t y to o b t a i n n e c e s s a r y m a t e r i a l s i n open m a r k e t , or 18 

19 o t h e r m a t t e r s b e y o n d the r ea sonab l e c o n t r o l of the U n i t O p e r a t o r w h e t h e r 19 

20 s i m i l a r t o m a t t e r s h e r e i n e n u m e r a t e d o r no t . No u n i t o b l i g a t i o n w h i c h is 20 

21 suspended unde r t h i s s e c t i o n s h a l l b e c o m e due l e s s t han t h i r t y (30) days 21 

22 a f t e r i t has been d e t e r m i n e d tha t the s u s p e n s i o n i s no l o n g e r a p p l i c a b l e . 22 

23 D e t e r m i n a t i o n of c r e d i t a b l e " U n a v o i d a b l e D e l a y " t i m e s h a l l be made by the 23 

24 U n i t O p e r a t o r s u b j e c t to a p p r o v a l of the S u p e r v i s o r and the C o m m i s s i o n e r . 24 

25 26. N O N D I S C R I M I N A T I O N . I n c o n n e c t i o n w i t h the p e r f o r m a n c e 25 

26 of w o r k under t h i s a g r e e m e n t , the o p e r a t o r ag rees to c o m p l y w i t h a l l the 26 

27 p r o v i s i o n s of s e c t i o n 202 (1) t o (7) i n c l u s i v e of E x e c u t i v e O r d e r 11246 (30 27 

28 F . R . 12319), w h i c h a r e h e r e b y i n c o r p o r a t e d b y r e f e r e n c e i n t h i s a g r e e m e n t . 28 

29 27 . LOSS OF T I T L E . I n the event t i t l e t o any t r a c t of u n i t i z e d 29 
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1 land shal l f a i l and the t rue owner cannot be induced to j o i n in this unit agree- 1 

2 ment, such t r a c t shal l be automat ica l ly regarded as not commit ted hereto 2 

3 and there shal l be such readjustment of fu tu re costs and benefits as may be 3 

4 requ i red on account of the loss of such t i t l e . In the event of a dispute as to 4 

5 t i t l e as to any roya l ty , work ing interest , or other interests subject thereto, 5 

6 payment or de l ive ry on account thereof may be wi thheld without l i a b i l i t y f o r 6 

7 in teres t un t i l the dispute is f i n a l l y settled; provided, that, as to Federa l 7 

8 and State land or leases, no payments of funds due the United States or the 8 

9 State of New Mexico should be withheld, but such funds of the United States 9 

10 shal l be deposited as d i rec ted by the Supervisor and such funds of the State of 10 

11 New Mexico shal l be deposited as d i rec ted by the Commiss ioner to be held as 11 

12 unearned money pending f i n a l sett lement of the t i t l e dispute, and then applied 12 

13 as earned or re turned in accordance w i t h such f i n a l sett lement. 13 

14 Unit Operator as such is r e l i eved f r o m any re spons ib i l i t y f o r any 14 

15 defect or f a i l u r e of any t i t l e hereunder. 15 

16 28. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of 16 

17 any substantial in teres t i n a t r ac t w i t h i n the unit area f a i l s or refuses to sub- 17 

18 scr ibe or consent to this agreement, the owner of the work ing in teres t i n that 18 

19 t r a c t may wi thdraw said t r a c t f r o m this agreement by w r i t t e n notice de l ivered 19 

20 to the Supervisor , the Commiss ioner , and the Uni t Operator p r i o r to the ap- 20 

21 p rova l of this agreement by the Supervisor and the Commiss ioner . Any o i l or 21 

22 gas interests i n lands wi th in the unit area not commit ted hereto p r i o r to sub- 22 

23 m i s s i o n of this agreement f o r f i n a l approval may thereaf te r be commit ted 23 

24 hereto by the owner or owners thereof subscr ibing or consenting to this agree- 24 

25 ment, and, i f the in teres t is a work ing in teres t , by the owner of such in teres t 25 

26 also subscr ibing to the unit operating agreement. A f t e r operations are com- 26 

27 menced hereunder, the r igh t of subsequent jo inder , as provided in this 27 

28 section, by a work ing in teres t owner is subject to such requirements or 28 

29 approvals , i f any, per ta ining to such jo inder , as may be provided f o r i n the 29 

30 unit operating agreement. A f t e r f i n a l approval hereof, jo inder by a non- 30 
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1 w o r k i n g i n t e r e s t owner m u s t be consen ted to i n w r i t i n g by the w o r k i n g i n t e r - 1 

2 est owne r c o m m i t t e d h e r e t o and r e s p o n s i b l e f o r the p a y m e n t of any b e n e f i t s 2 

3 tha t m a y a c c r u e h e r e u n d e r i n b e h a l f of such n o n - w o r k i n g i n t e r e s t . A non- 3 

4 w o r k i n g i n t e r e s t m a y not be c o m m i t t e d to t h i s u n i t a g r e e m e n t un less the 4 

5 c o r r e s p o n d i n g w o r k i n g i n t e r e s t is c o m m i t t e d h e r e t o . J o i n d e r to the u n i t 5 

6 a g r e e m e n t by a w o r k i n g - i n t e r est o w n e r , at any t i m e , m u s t be a c c o m p a n i e d 6 

7 by a p p r o p r i a t e j o i n d e r to the u n i t o p e r a t i n g a g r e e m e n t , i f m o r e t han one c o m - 7 

8 m i t t e d w o r k i n g - i n t e r e s t owne r is i n v o l v e d , i n o r d e r f o r the i n t e r e s t t o be 8 

9 r e g a r d e d as c o m m i t t e d to t h i s u n i t a g r e e m e n t . E x c e p t as m a y o t h e r w i s e 9 

10 h e r e i n be p r o v i d e d , subsequent j o i n d e r s to t h i s a g r e e m e n t s h a l l be e f f e c t i v e 10 

11 as of the f i r s t day of the m o n t h f o l l o w i n g the f i l i n g w i t h the S u p e r v i s o r and 11 

12 the C o m m i s s i o n e r of d u l y execu ted c o u n t e r p a r t s of a l l o r any pape r s neces - 12 

13 s a r y to e s t a b l i s h e f f e c t i v e c o m m i t m e n t of any t r a c t t o t h i s a g r e e m e n t un less 13 

14 o b j e c t i o n to such j o i n d e r i s d u l y made w i t h i n 60 days by the S u p e r v i s o r , p r o v i d - 14 

15 ed, h o w e v e r , t ha t as t o State l a n d a l l subsequent j o i n d e r s m u s t be a p p r o v e d 15 

16 by the C o m m i s s i o n e r . 16 

17 29. C O U N T E R P A R T S . T h i s a g r e e m e n t m a y be execu ted i n any 17 

18 n u m b e r of c o u n t e r p a r t s no one of w h i c h needs to be execu ted b y a l l p a r t i e s 18 

19 o r m a y be r a t i f i e d or consen ted to b y sepa ra 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 - 19 

20 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 20 

21 execu ted such a c o u n t e r p a r t , r a t i f i c a t i o n , or consen t h e r e t o w i t h the same 21 

22 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 s i g n e d the same d o c u m e n t and 22 

23 r e g a r d l e s s of w h e t h e r o r not i t i s execu ted b y a l l o the r p a r t i e s o w n i n g o r 23 

24 c l a i m i n g an i n t e r e s t i n the l ands w i t h i n the above d e s c r i b e d u n i t a r e a . 24 

25 30. S U R R E N D E R . N o t h i n g i n t h i s a g r e e m e n t s h a l l p r o h i b i t the 25 

26 e x e r c i s e b y any w o r k i n g i n t e r e s t owne r of the r i g h t to s u r r e n d e r v e s t e d i n 26 

27 such p a r t y b y any l e a s e , sub lease , o r o p e r a t i n g a g r e e m e n t as t o a l l o r any 27 

28 p a r t of the l ands c o v e r e d t h e r e b y , p r o v i d e d t ha t each p a r t y w h o w i l l o r m i g h t 28 

29 a c q u i r e s u c h w o r k i n g i n t e r e s t b y such s u r r e n d e r o r b y f o r f e i t u r e as h e r e a f t e r 29 
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1 set f o r t h , i s bound b y the t e r m s of t h i s a g r e e m e n t . 1 

2 I f as a r e s u l t of any such s u r r e n d e r the w o r k i n g i n t e r e s t r i g h t s as 2 

3 to such lands b e c o m e v e s t e d i n any p a r t y o the r t h a n the fee owner of the 3 

4 u n i t i z e d subs tances , s a i d p a r t y m a y 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 4 

5 f r o m o p e r a t i o n h e r e u n d e r as to s a id l a n d to the p a r t y nex t i n the c h a i n of 5 

6 t i t l e who s h a l l be and b e c o m e the owner of such w o r k i n g i n t e r e s t . 6 

7 I f as the r e s u l t of any such s u r r e n d e r o r f o r f e i t u r e w o r k i n g i n t e r e s t 7 

8 r i g h t s b e c o m e v e s t e d i n the fee owner of the u n i t i z e d subs tances , such o w n e r 8 

9 m a y : 9 

10 (1) accep t 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 a g r e e - 10 

11 m e n t and the u n i t o p e r a t i n g a g r e e m e n t ; o r 11 

12 (2) L e a s e the p o r t i o n of such l a n d as i s i n c l u d e d i n a p a r t i - 12 

13 c i p a t i n g a r e a e s t a b l i s h e d h e r e u n d e r s u b j e c t to t h i s a g r e e m e n t 13 

14 and the u n i t o p e r a t i n g a g r e e m e n t ; or 14 

15 (3) 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 of such 15 

16 l a n d tha t a r e not 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 a r e a es tab- 16 

17 l i s h e d h e r e u n d e r . 17 

18 I f the f e e owner of the u n i t i z e d subs tances does not accep t the w o r k - 18 

19 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 a g r e e m e n t and the u n i t o p e r a t i n g a g r e e - 19 

20 m e n t or lease such l a r r l s as above p r o v i d e d w i t h i n s i x (6) m o n t h s a f t e r the 20 

21 s u r r e n d e r e d o r f o r f e ' t e d w o r k i n g i n t e r e s t r i g h t s b e c o m e v e s t e d i n the f ee 21 

22 o w n e r , the b e n e f i t s and o b l i g a t i o n s of o p e r a t i o n s a c c r u i n g to such lands 22 

23 under t h i s agreemey-t and the u n i t o p e r a t i n g a g r e e m e n t s h a l l be s h a r e d by 23 

24 the r e m a i n i n g o w n e r s of u n i t i z e d v , 'o rk ing i n t e r e s t s i n a c c o r d a n c e w i t h t h e i r 24 

25 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 n e r s h i p s , and such o w n e r s of w o r k i n g i n t e r - 25 

26 ests s h a l l compensa t e the fee o w n e r of u n i t i z e d subs tances i n such lands b y 26 

27 p a y i n g sums equa l to the r e n t a l s , m i n i m u m r o y a l t i e s , and r o y a l t i e s a p p l i - 27 

28 cable t o such lands under the l ease i n e f f e c t w h e n the l ands w e r e u n i t i z e d . 28 

29 A n a p p r o p r i a t e a c c o u n t i n g and s e t t l e m e n t s h a l l be m a d e f o r a l l 29 
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1 benefits accruing to or payments and expenditures made or i ncu r r ed on be- 1 

2 half of such surrendered or f o r f e i t e d work ing in teres t subsequent to the date 2 

3 of surrender or f o r f e i t u r e , and payment of any moneys found to be owing by 3 

4 such an accounting shal l be made as between the part ies wi th in t h i r t y (30) 4 

5 days. In the event no unit operating agreement is in existence and a mutua l ly 5 

6 acceptable agreement between the proper part ies thereto cannot be consum- 6 

7 mated, the Supervisor , subject to the approval of the Commiss ioner , may 7 

8 p resc r ibe such reasonable and equitable agreement as he deems warran ted 8 

9 under the c i rcumstances . 9 

10 The exercise of any r igh t vested i n a work ing in teres t owner to r e - 10 

11 assign such work ing in teres t to the par ty f r o m whom obtained shal l be subject 11 

12 to the same conditions as set f o r t h in this section in regard to the exercise of 12 

13 a r igh t to sur render . 13 

14 31 . TAXES. The work ing in teres t owners shal l render and pay 14 

15 f o r the i r account and the account of the roya l ty owners a l l va l id taxes on or 15 

16 measured by the uni t ized substances in and under or that may be produced 16 

17 gathered and sold f r o m the land subject to this contract af ter the effect ive 17 

18 date of this agreement, or upon the proceeds or net proceeds der ived there- 18 

19 f r o m . The work ing in te res t owners on each t r a c t shal l and may charge the 19 

20 proper p ropor t i on of said taxes to the roya l ty owners having interests in said 20 

21 t r ac t , and may cu r r en t l y r e t a in and deduct su f f i c i en t of the uni t ized sub- 21 

22 stances or der iva t ive products , or net proceeds thereof f r o m the allocated 22 

23 share of each roya l ty owner to secure re imbursement f o r the taxes so paid. 23 

24 No such taxes shal l be charged to the United States or the State of New 24 

25 Mexico or to any lessor who has a contract w i t h his lessee which requires 25 

26 the lessee to pay such taxes. 26. 

27 32. NO PARTNERSHIP. I t is express ly agreed that the re la t ion 27 

28 of the par t ies hereto is that of independent con t rac tors and nothing in this 28 

29 agreement contained, expressed or i m p l i e d , nor any operations conducted 29 
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1 h e r e u n d e r , s h a l l c r e a t e o r be deemed to have c r e a t e d a p a r t n e r s h i p o r a s s o c i a t i o n 1 

2 be tween the p a r t i e s h e r e t o o r any of t h e m . 2 

3 33. C O N F L I C T O F S U P E R V I S I O N : N e i t h e r the U n i t O p e r a t o r no r the 3 

4 W o r k i n g I n t e r e s t Owner s n o r any of t h e m s h a l l be s u b j e c t to any f o r f e i t u r e , t e r m i - 4 

5 n a t i o n or e x p i r a t i o n of any r i g h t s h e r e u n d e r o r u n d e r any leases or c o n t r a c t s s u b j e c t 5 

6 h e r e t o , o r to any p e n a l t y o r l i a b i l i t y on accoun t of d e l a y o r f a i l u r e i n w h o l e o r i n 6 

7 p a r t to c o m p l y w i t h any a p p l i c a b l e p r o v i s i o n t h e r e o f t o the ex ten t t ha t the U n i t 7 

8 O p e r a t o r , W o r k i n g I n t e r e s t Owner s o r any of t h e m a r e h i n d e r e d , d e l a y e d o r p r e - 8 

9 v e n t e d f r o m c o m p l y i n g t h e r e w i t h b y r e a s o n of f a i l u r e of the U n i t O p e r a t o r t o o b t a i n 9 

10 i n the e x e r c i s e of due d i l i g e n c e , the c o n c u r r e n c e of p r o p e r r e p r e s e n t a t i v e s of the 10 

11 U n i t e d States and p r o p e r r e p r e s e n t a t i v e s of the State of New M e x i c o i n and about any 11 

12 m a t t e r s o r th ings c o n c e r n i n g w h i c h i t is r e q u i r e d h e r e i n tha t such c o n c u r r e n c e be 12 

13 o b t a i n e d . The p a r t i e s h e r e t o , i n c l u d i n g the C o m m i s s i o n , ag ree tha t a l l p o w e r s 13 

14 and a u t h o r i t y v e s t e d i n the C o m m i s s i o n i n and b y any p r o v i s i o n s of t h i s a g r e e m e n t 14 

15 a r e v e s t e d i n the C o m m i s s i o n and s h a l l be e x e r c i s e d by i t p u r s u a n t to the p r o v i s i o n s 15 

16 of the l a w s of the State of New M e x i c o and s u b j e c t i n any case to appea l o r j u d i c i a l 16 

17 r e v i e w as m a y now or h e r e a f t e r be p r o v i d e d by the l a w s of the State of New M e x i c o . 17 

18 I N W I T N E S S W H E R E O F , the p a r t i e s h e r e t o have caused t h i s a g r e e m e n t to be 18 

19 execu ted and have set oppos i t e t h e i r r e s p e c t i v e names the date of e x e c u t i o n . 19 

U N I T O P E R A T O R A N D W O R K I N G I N T E R E S T OWNER 

Date : 
D a v i d F a s k e n 
608 F i r s t N a t i o n a l B a n k B l d g . 
M i d l a n d , Texas 79701 

D a t e : 
B a r b a r a F a s k e n , w i f e of D a v i d F a s k e n 

S T A T E OF C A L I F O R N I A X 

C O U N T Y OF M A R I N X 

The f o r e g o i n g i n s t r u m e n t was a c k n o w l e d g e d b e f o r e m e t h i s day of 

, 197 , by D a v i d F a s k e n and B a r b a r a F a s k e n , w i f e of D a v i d F a s k e n . 

N o t a r y P u b l i c , M a r i n Coun ty , C a l i f o r n i a 
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Unit Agreement f o r Development and Operat ion of the Walker Draw Unit Area , 
County of Eddy, State of New Mexico 

E X E C U T I O N BY WORKING INTEREST OWNERS 

A T T E S T : A L L I E D C H E M I C A L CORPORATION 

By: 
Secretary 

Address: 
Date: 

S T A T E OF X 

COUNTY OF X 

The foregoing ins t rument was acknowledged before me this day 

of , 197 , by who is 

of A L L I E D C H E M I C A L CORPORATION, a 

(state) 
corpora t ion , f o r and on behalf of said corpora t ion . 

My Commiss ion Exp i res : 
Notary Public 
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Unit Agreement for Development and Operation of the Walker Draw Unit Area, 
County of Eddy, State of New Mexico 

E X E C U T I O N BY WORKING INTEREST OWNERS 

A T T E S T : CITIES SERVICE OIL COMPANY 

Secretary 
Date: By: 

Address: 

S T A T E OF X 

COUNTY OF X 

The foregoing ins t rument was acknowledged before me this day 

of , 197 , by 

who is of CITIES SERVICE OIL COMPANY, a 

corpora t ion , f o r and on behalf of said corpora t ion . 

(state) 

My Commiss ion Expi res : 

Notary Public 
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Unit Agreement f o r Development and Operation of the Walker Draw Unit Area , 
County of Eddy, State of New Mexico 

E X E C U T I O N BY WORKING INTEREST OWNERS 

Date: 
F , H. Fuhrman (single) 
501 Midland Tower Bui ld ing 
Mid land , Texas 79701 

S T A T E OF TEXAS X 

COUNTY OF M I D L A N D X 

The foregoing ins t rument was acknowledged before me this day 

of , 197 , by F . H. Fuh rman , a single man. 

My Commiss ion Exp i r e s : 
Notary Publ ic , Midland County, 

Texas 
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Unit Agreement f o r Development and Operation of the Walker Draw Unit Area , 
County of Eddy, State of New Mexico 

E X E C U T I O N BY WORKING INTEREST OWNERS 

A T T E S T : G U L F OIL CORPORATION 

By: 
Secretary 

Address: P. O. Box 1938 
Date: 

Roswel l , New Mexico 88201 

STATE OF NEW MEXICO X 

COUNTY OF CHAVES X 

The foregoing ins t rument was acknowledged before me this day 

of , 197 , by who is 

of GULF OIL CORPORATION, a corpora t ion , 

(state) 
f o r and on behalf of said corpora t ion . 

My Commiss ion Expi res : 
Notary Publ ic , Chaves County, 

New Mexico 
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Unit Agreement f o r Development and Operation of the Walker Draw Unit Area , 
County of Eddy, State of New Mexico 

E X E C U T I O N BY WORKING INTEREST OWNERS 

Date: 
L . C. H a r r i s 
Post Off ice Box 1714 
Roswel l , New Mexico 88201 

Date: 
M a r i o n V. H a r r i s , wife of L . C. H a r r i s 

S T A T E OF NEW M E X I C O X 

COUNTY OF CHAVES X 

The foregoing ins t rument was acknowledged before me this day 

of , 197 by L . C. HARRIS and M A RIO N V. HARRIS, 

wife of L . C. H a r r i s . 

My Commiss ion Exp i res : 
Notary Publ ic , Chaves County, 

New Mexico 
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Unit Agreement f o r Development and Operation of the Walker Draw Unit Area , 
County of Eddy, State of New Mexico 

E X E C U T I O N BY WORKING INTEREST OWNERS 

Date: 
R. B . Holt 
801 F i r s t Nat ional Bank Bldg . 
Midland, Texas 79701 

Date: 
Joan Hol t 

STATE OF TEXAS X 

COUNTY OF MIDLAND X 

The foregoing ins t rument was acknowledged before me this day 

of , 197 , by R. B. Holt and Joan Hol t , wife of R. B. 

Holt . 

My Commiss ion Exp i res : 
Notary Publ ic i n and f o r Midland County, 

Texas 
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Unit Agreement f o r Development and Operation of Walker Draw Unit Area , 
County of Eddy, State of New Mexico 

E X E C U T I O N BY WORKING INTEREST OWNERS 

A T T E S T : UNION OIL COMPANY OF CALIFORNIA 

By 
Secretary 

Date: 
Address : 300 Securi ty National Bui ld ing 

Roswel l , New Mexico 88201 

S T A T E OF NEW M E X I C O X 

COUNTY OF CHAVES X 

The foregoing ins t rument was acknowledged before me this 

, 197 , by 

of UNION OIL COMPANY OF C A L I F O R N I A , a 

co rpora t ion , f o r and on behalf of said corpora t ion . 

My Commiss ion Exp i res : 

Notary Publ ic , Chaves County, 
New Mexico 

day of 

who is 
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