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P l a n t s a t Sugar L a n d , T e x a s , A n a h e i m , C a l i f o r n i a , ond C a s p e r , W y o m i n g 

REPORT OF WATER ANALYSIS * 

From Double Eagle Water Co, 

R o e w e l l , Bew Mexico 

Sample Marked C a p r o c k 

Date 3/22/63 
Analysis ISo. 6 8 - W 2 0 3 C 

Sampling Dale 2 / 2 8 / 6 8 

Date Sample Rcc'd. 3 / 1 8 / 6 S 

MILLIGRAMS PER LITER 

Chlorida (o* NcCI) \ 

Total Hardness (ot C0CO3) 

Calcium Hardness l o t CaCO3) 

Total Alkal inity (as C a C 0 3 ) 

Acidity to Phenolphrhaleln (as CaCOj) . . 

Sulfa** (as N a 2 S 0 4 ) 

Total Iron (as Fe) 

Suspended Solid* 

Precipitated By Sulfate (as BaS0 4 ) . . . . 

Turbidity (Si0 2) 

pH 

Specific Gravity 

80 

220 

130 

170 

30 

53 

0.5 
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UNIT AGREEMENT 
FOR THE DEVELOPMENT AND OPERATION OF THE 

SQUARE LAKE 12 UNIT 
EDDY COUNTY, NEW MEXICO 

T H I S A G R E E M E N T , m a d e and e n t e r e d i n t o t h i s 1st day of A u g u s t , 1967, 

by and b e t w e e n 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 i n g o r 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 " p a r t i e s h e r e t o " , 

W I T N E S S E T H : 

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 o r 

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

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 o f the State of 

New M e x i c o i s a u t h o r i z e d by l a w (Sec, 6 5 - 3 - 1 4 , N . M . S . 1953 A n n o . ) 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 v a t i o n p r o v i s i o n s h e r e o f ; and 

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 o f F e b r u a r y 25, 1920, (41 Sta t . 

437, as a m e n d e d 30 U . S . C . Sec t ions 181 , et s e q . ) a u t h o r i z e s F e d e r a l l e s s e e ' s 

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 o r j o i n t l y o r s e p a r a t e l y w i t h 

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

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 

Square L a k e 12 U n i t c o v e r i n g the l and h e r e i n a f t e r d e s c r i b e d to g i v e r e a s o n a b l y 

e f f e c t i v e c o n t r o l of o p e r a t i o n t h e r e i n ; and 

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

and c o n s u m m a t i o n of s e c o n d a r y r e c o v e r y o p e r a t i o n s , to c o n s e r v e n a t u r a l r e 

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

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 t o t h i s a g r e e m e n t u n d e r the 

t e r m s , c o n d i t i o n s and l i m i t a t i o n s h e r e i n set f o r t h . 



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

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

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

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

S E C T I O N 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 

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

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

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

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

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

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

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

and r e c o g n i z e d as c o n s t i t u t i n g the U n i t A r e a , c o n t a i r ( i n g ^ l 3 4 3 . 96 a c r e s j m o r e 

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

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

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

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

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

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

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

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

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

- 2 -



(h) " U n i t i z e d F o r m a t i o n " i s d e f i n e d as the p o r t i o n of the 
G r a y b u r g F o r m a t i o n e f f e c t i v e l y c o m m i t t e d to t h i s a g r e e m e n t , 

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

(2) D e l i v e r cop ies of s a i d n o t i c e to t h e S u p e r v i s o r , 
each W o r k i n g I n t e r e s t O w n e r and t o the l e s see and l e s s o r 
w h o s e i n t e r e s t s a r e a f f e c t e d , a d v i s i n g such p a r t i e s tha t 
t h i r t y (30) days w i l l be a l l o w e d f o r s u b m i s s i o n to the U n i t 
O p e r a t o r of any o b j e c t i o n to such p r o p o s e d e x p a n s i o n ; and 
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(3) Upon the exp i ra t ion of said t h i r t y (30) day 
per iod as set out i n (2) immedia te ly above, f i l e w i t h 
the Supervisor the f o l l o w i n g : (a) Evidence of m a i l i n g 
or de l ive r ing copies of said notice or expansion; (b) 
An appl icat ion f o r such expansion; (c) A n ins t rument 
containing the appropriate jo inde r s ; and (d) Copies of 
any objections rece ived . 

A f t e r due considerat ion of a l l pert inent i n f o r m a t i o n , the expansion 

shal l , upon approval by the D i r e c t o r , become effec t ive as of the date p resc r ibed 

in the notice thereof , p re fe rab ly the f i r s t day of the month subsequent to the date 

of notice, or on such other date as set by the D i r e c t o r i n the order or ins t rument 

approving such expansion and there shal l be an appropriate r ev i s ion of the 

pa r t i c ipa t ion schedule. The rev ised t r ac t pa r t i c ipa t ion of the respective t rac ts 

included w i t h i n the Unit A r e a p r i o r to such expansion shal l r ema in i n the same 

ra t io one to another. 

Any t r a c t not ent i t led to be included i n the Par t i c ipa t ing Area w i t h i n 

the 3-year per iod commencing on the ef fec t ive date of this unit agreement w i l l 

be e l imina ted automat ica l ly f r o m this agreement, e f fec t ive as of the f i r s t day of 

the f o u r t h year . The Unit Operator shal l , w i t h i n ninety (90) days a f t e r the 

ef fec t ive date of any e l imina t ion hereunder, describe the area so e l iminated to 

the sa t i s fac t ion of the D i r e c t o r and p rompt ly no t i fy a l l part ies of in te res t . 

SECTION 5. 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 commi t ted to th is agreement as to the Grayburg f o r m a t i o n as defined i n 

Section 2, Unit Area , shal l constitute land r e f e r r e d to he re in as "Uni t ized 

Land" or "land subject to th is agreement". A l l o i l and gas i n said Grayburg 

F o r m a t i o n i n the Uni t ized Land are uni t ized under the t e r m s of this agreement 

and he re in are ca l led "Uni t ized Substances". 

SECTION 6. UNIT OPERATOR. Kewanee O i l Company is hereby 

designated the Unit Operator , and by signing this ins t rument as Unit Operator 

agrees and consents to accept the duties and obligations of Unit Operator f o r the 

operat ion, development and product ion of Uni t ized Substances as here in provided. 

Whenever re ference is made he re in to the Unit Operator , such reference means 
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the U n i t O p e r a t o r a c t i n g i n tha t c a p a c i t y and not as an o w n e r of i n t e r e s t s 

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

s h a l l not t e r m i n a t e h i s r i g h t , t i t l e o r i n t e r e s t as the o w n e r of a W o r k i n g 
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I n t e r e s t o r o t h e r i n t e r e s t i n U n i t i z e d Subs tances s bu t , upon the r e s i g n a t i o n o r 

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

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

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

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

o r t o the U n i t M a n a g e r u n t i l a new U n i t O p e r a t o r i s s e l 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 u n d e r . N o t h i n g h e r e i n s h a l l be 

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

copies of such Agreement and any r e v i s i o n and amendment thereof , shal l be 

submitted p rompt ly to the Supervisor . 

SECTION 10. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. 

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

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

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

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

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

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

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

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

to any land or to any lease or operating agreement, i t being understood that 
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gas, l iquef ied pe t ro leum gases and any one or more other substances or 

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Area that resul t f r o m Unit Operat ions. 

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

hereto, there are l i s t e d and numbered the var ious t r ac t s w i t h i n the Unit Area 

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

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

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

a l l t r a c t s . 

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

t h i s a g r e e m e n t no t been e n t e r e d i n t o and w i t h the s ame l e g a l f o r c e and e f f e c t . 
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No p a r t i c i p a t i n g t r a c t s h a l l be subsequen t ly e x c l u d e d f r o m 

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

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

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

of any t r a c t . 

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

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

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

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

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

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

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

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

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

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

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

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

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

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

the U n i t A r e a . 

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

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

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

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

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

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

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

L o s s of T i t l e , the schedu le of p a r t i c i p a t i o n as s h o w n i n E x h i b i t " B " s h a l l be 
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rev i sed by the Unit Operator and d i s t r ibu ted to the Working Interest Owners 

and the Supervisor to show the new par t i c ipa t ion percentage of a l l the then 

par t ic ipa t ing t r a c t s ; and the rev i sed Exh ib i t " B " , upon approval by the 

D i r e c t o r , shal l govern a l l the a l locat ion of product ion a f te r the ef fec t ive date 

thereof u n t i l a new rev ised Exhib i t " B " is so approved and becomes e f fec t ive . 

SECTION 17. R O Y A L T Y S E T T L E M E N T . The United States of 

A m e r i c a and a l l Royal ty Owners who, under an exist ing contract , are ent i t led 

to take i n k ind a share of the substances produced f r o m any t r ac t uni t ized here 

under, shal l continue to be ent i t led to such r igh t to take in k ind the i r share of 

the Uni t ized Substances al located to such t r ac t , and Uni t Operator shall make 

de l iver ies of such Royal ty share taken i n k ind in c o n f o r m i t y w i t h the applicable 

contracts , laws, and regula t ions . Settlement f o r Royalty Interest not taken in 

k ind shal l be made by Working Interest Owners responsible the re fo r under 

exis t ing contracts , laws, and regulat ions , on or before the last day of each 

month f o r Uni t ized Substances produced dur ing the preceding calendar month; 

provided, however, that nothing he re in contained shal l operate to re l ieve the 

lessees of any land f r o m the i r respect ive lease obligations f o r the payment of 

any roya l ty due under the i r leases, except that such roya l ty shal l be computed 

i n accordance w i t h the t e r m s of th is Unit Agreement . 

If gas obtained f r o m lands not subject to this Agreement is introduced 

into the Uni t ized F o r m a t i o n , f o r use i n r epressur ing , s t imula t ion of product ion, 

or increas ing u l t imate recovery i n c o n f o r m i t y w i t h a plan approved pursuant to 

Section 11, Plan of Operations, a l ike amount of gas, less appropriate deductions 

f o r loss f r o m any cause, may be wi thd rawn f r o m the Uni t ized F o r m a t i o n , 

roya l ty f r e e as to d ry gas but not as to the products extracted t h e r e f r o m ; 

provided such w i t h d r a w a l shal l be at such t imes as may be provided i n the 

approved plan of operations or as otherwise may be consented to by the 

Supervisor as conforming to good engineering prac t ice ; and provided f u r t h e r , 
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that such r igh t of w i thd rawa l shal l t e rmina te on the t e rmina t i on date of this 

Unit Agreement . 

A l l r oya l ty due the United States of A m e r i c a and the other 

Royal ty Owners hereunder shal l be computed and paid i n accordance w i t h 

the t e rms of the leases on the basis of the Uni t ized Substances al located to 

the respect ive t r a c t or t r ac t s commi t t ed hereto , i n l i eu of actual product ion 

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

Royalty due the United States shal l be computed as provided in 

the operating regulat ions and paid i n value or de l ivered i n k ind as to a l l 

Uni t ized Substances on the basis of the amounts thereof al located to uni t ized 

Federa l land as provided he re in at the rates specif ied i n the respective Federa l 

leases, or at such lower rate or rates as may be authorized by law or regulations; 

provided, that f o r leases on which the roya l ty rate depends on the dai ly 

average product ion per w e l l , said average product ion shall be de termined i n 

accordance w i t h the operating regulations as though the Par t i c ipa t ing Area 

were a single consolidated lease. 

Each Royalty Owner (other than the United States of A m e r i c a ) who 

r a t i f i e s this agreement represents and war ran t s that he is the owner of a 

Royalty Interest i n a t r a c t or t rac t s w i t h i n the Unit Area as his in teres t 

appears i n Exh ib i t " B " attached here to . I f any Royal ty Interest i n a t r ac t 

or t rac t s should be los t by t i t l e f a i l u r e or otherwise i n whole or i n part during 

the t e r m of this agreement then the Royalty Interest of the par ty represent ing 

h i m s e l f to be the owner thereof shal l be reduced propor t ionate ly and the 

in teres t of a l l par t ies shal l be adjusted accord ingly . 

SECTION 18. R E N T A L S E T T L E M E N T . Rental or m i n i m u m 

royal t ies due on leases commi t ted hereto shal l be paid by Working Interest 

Owners responsible t he re fo r under exist ing contracts , laws and regulat ions; 

provided that nothing he re in contained shal l operate to re l ieve the lessees of 
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any l a n d f r o m t h e i r r e s p e c t i v e l ease o b l i g a t i o n s f o r the p a y m e n t of any 

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

( f ) T h e s e g r e g a t i o n of any F e d e r a l l ease c o m m i t t e d to 
t h i s a g r e e m e n t i s g o v e r n e d by the f o l l o w i n g p r o v i s i o n i n the f o u r t h p a r a g r a p h 
of S e c t i o n 17 ( j ) of the M i n e r a l L e a s i n g A c t , as a m e n d e d by the A c t of 
S e p t e m b e r 2, I 960 (74 Sta t . 7 8 1 - 7 8 4 ) : " A n y ( F e d e r a l ) l ease h e r e t o f o r e o r 
h e r e a f t e r c o m m i t t e d to any such ( U n i t ) p l a n e m b r a c i n g l ands tha t a r e i n p a r t 
w i t h i n and i n p a r t ou t s ide of the a r e a c o v e r e d by any such p l a n s h a l l be 
s e g r e g a t e d i n t o s epa ra t e l eases as to the l ands c o m m i t t e d and the lands not 
c o m m i t t e d as of the e f f e c t i v e date of u n i t i z a t i o n ; p r o v i d e d , h o w e v e r , tha t 
any such l ease as t o the n o n - u n i t i z e d p o r t i o n s h a l l con t inue i n f o r c e and e f f e c t 
f o r the t e r m t h e r e o f but f o r not l e s s t h a n t w o y e a r s f r o m the date of such 
s e g r e g a t i o n and so l o n g t h e r e a f t e r as o i l o r gas i s p r o d u c e d i n pay ing q u a n t i t i e s . 

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

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

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

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

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

o b t a i n e d a p p r o v a l o f W o r k i n g I n t e r e s t O w n e r s and the S u p e r v i s o r . 



S E C T I O N 23 . C O V E N A N T S R U N W I T H L A N D . T h e covenants 

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

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

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

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

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

o r o t h e r s u c c e s s o r i n i n t e r e s t . N o 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 

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

New M e x i c o . 

I f no t o t h e r w i s e s p e c i f i e d by the l eases u n i t i z e d u n d e r t h i s a g r e e m e n t , 

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

a g r e e m e n t . 

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

f i n a l s e t t l e m e n t . 
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Unit Operator as such is r e l i eved f r o m any respons ib i l i ty f o r 

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

SECTION 33. NONJOINDER AND SUBSEQUENT JOINDER. Joinder 

by any Royal ty Owner, at any t i m e , must be accompanied by appropriate jo inder 

of the corresponding Work ing Interest Owner i n order f o r the interest of such 

Royal ty Owner to be regarded as e f f ec t ive ly commi t t ed . Joinder to the Unit 

Agreement by a Working Interest Owner, must be accompanied by appropriate 

jo inder to the Unit Operating Agreement , i f any, i n order f o r such in teres t to 

be regarded as e f fec t ive ly commit ted to this Unit Agreement . 

It is understood and agreed, however, that a f te r t h i r t y (30) days 

f r o m the ef fec t ive date hereof the r igh t of subsequent jo inder as provided i n this 

Section shal l be subject to such requirements or approvals and on such basis as 

may be agreed upon by ninety percent (90%) of the Working Interest Owners 

(based upon pa r t i c ipa t ion percentage i n the Uni t ized Land) . Except as may be 

otherwise he re in provided, subsequent jo inder to this Agreement shal l be 

ef fec t ive at 7:00 a . m . as of the f i r s t day of the month fo l lowing the f i l i n g w i t h 

the Supervisor of duly executed counterparts of any and a l l documents necessary 

to establish ef fec t ive commitment of any t r ac t or in teres t to this Agreement , 

unless object ion to such jo inder by the D i r e c t o r is duly made w i t h i n s ixty (60) 

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

SECTION 34. COUNTERPARTS. This Agreement may be executed 

i n any number of counterpar ts , no one of which needs to be executed by a l l 

par t ies , and may be r a t i f i e d or consented to by separate ins t rument i n w r i t i n g 

spec i f i ca l ly r e f e r r i n g here to , and shal l be binding upon a l l part ies who have 

executed such a counterpar t , r a t i f i c a t i o n or consent hereto w i t h the same 

fo rce and effect as i f a l l part ies had signed the same document, and regardless 

of whether or not i t is executed by a l l other part ies owning or c la iming an 

in teres t i n the land w i t h i n the above descr ibed Unit A r e a . 



SECTION 35. T A X E S . Each par ty hereto shal l , f o r i ts own 

account, render and pay i ts share of any taxes lev ied against or measured 

by the amount or value of the Uni t ized Substances produced f r o m the Uni t ized 

Land; provided, however, that i f i t is r equ i red or i f i t be determined that the 

Unit Operator or the several Work ing Interes t Owners must pay or advance 

said taxes f o r the account of the part ies hereto, i t is hereby expressly agreed 

that the par t ies so paying or advancing said taxes shal l be r e imbursed there for 

by the par t ies hereto , including Royalty Owners, who may be responsible fo r 

the taxes on the i r respect ive al located share of said Uni t ized Substances. No 

such taxes shal l be charged to the United States, nor to any lessor who has a 

contract w i t h a lessee which requi res his lessee to pay such taxes. 

SECTION 36. NO PARTNERSHIP. The duties, obligations and 

l i a b i l i t i e s of the part ies hereto are intended to be several and not jo in t or 

co l l ec t ive . Th i s agreement is not intended to create, and shal l not be 

construed to create, an associat ion or t r u s t , or to impose a par tnersh ip 

duty, obl igat ion or l i a b i l i t y w i t h regard to any one or m o r e of the part ies 

here to . Each par ty hereto shal l be ind iv idua l ly responsible f o r i ts own 

obl igat ion as he re in provided . 

SECTION 37. BORDER AGREEMENTS. Subject to the approval 

of the Supervisor and the Commiss ioner , i f appropr ia te , the Unit Operator , 

w i t h concurrence of s i x t y - f i v e percent (65%) of the Work ing Interest Owners, 

based on percentage of pa r t i c ipa t ion , may enter into a bo rde r -p ro t ec t i on 

agreement or agreements w i t h the work ing in teres t owners of adjacent lands 

along the ex te r io r boundary of the Unit Area w i t h respect to the operations in 

the border area f o r the m a x i m u m ul t imate recovery , conservat ion purposes 

and proper pro tec t ion of the part ies and in te res t s . 
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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 

N o . 

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 I n t e r i o r as to 

F e d e r a l l a n d s , unde r the A c t a p p r o v e d F e b r u a r y 25, 1920, 41 Sta t . 437, 

as amended , 30 U . S . C . Sees. 181 , et s e q . , and de l ega t ed to the D i r e c t o r 

of the G e o l o g i c a l S u r v e y p u r s u a n t t o D e p a r t m e n t a l O r d e r N o . 2365 of 

O c t o b e r 8, 1947, 43 C . F . R . Sec. 4 . 6 1 1 , 1 2 F . R . 6784, I do h e r e b y : 

A . A p p r o v e the a t t a c h e d 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 Square L a k e 12 U n i t A r e a , E d d y Coun ty , 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 u n 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 a c h e d a g r e e m e n t i s 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 t ha 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 i d 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, o r 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 . 

D a t e d D I R E C T O R , U N I T E D S T A T E S 
G E O L O G I C A L S U R V E Y 
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