
completion hereunder of a well capable of producing, any u n i t i z e d 

substance i r i pay:! ng quantl t i es, no f u r t h e r wei I s , except the 

iiii.taa]. o bligations v.'el Is and such as may be necessary to a f f o r d 

may bo s p e c i f i c a l l y approved by the Supervisor and the hand 

Commissioner, s h a l l be d r i l l e d except i n accordance with a plan 

of development approved as herein provided. 

11. PARTICIPATION AFTER DISCOVERY. 

Upon, .-completion of a well capable of producing unltjczgcbr. 

BuhsbrrrrcTrs- i n p a y i n g quyr r rh t t i F»fr-oT»-as whein i.)\t-*r6n f I.MT- as r -^f j i i i fe-jrf-
- / •of ~A's>a/ ay>y>^i/a./ . . . 

jbX-^jtg^eSapimvi ficr* rrr thp Land Cummlssiom^ the Unit Operator s h a l l 

submit f o r approval by the Supervisor and the Land Commissioner a 

schedule, based on subdivisions of the public land survey or 

ali q u o t parts, thereof, of a l l land then regarded as reasonably 

proved t o be productive i n paying quantities/v^e» the pool or 

deposit f o r v/hich'the. p a r t i c i p a t i n g area i s to be established. A l l 

lands i n said schedule, on approval of the Supervisor and the 

Land Commissioner, w i l l c o nstitute the i n i t i a l p a r t i c i p a t i n g area, 

e f f e c t i v e as of the data of completion of.such well ux- the-

e f f e c t i v e date of t h i s Unit Agreement* urivi I".I-IP-VMI- I .•=> i H I.^P The 

acreages of both Federal and non-Federal lands s h a l l be based upon 

appropriate computations from the courses and distances shov.rn on 

the l a s t approved public land survey as of the e f f e c t i v e date of 

the i n i t i a l p a r t i c i p a t i n g area. Said schedule also s h a l l set f o r t h 

the percentage of u n i t i z e d substances to be allocated as herein 

provided to each u n i t i z e d t r a c t i n the p a r t i c i p a t i n g area so 

established, and s h a l l govern the a l l o c a t i o n of production from and 

a f t e r the date the p a r t i c i p a t i n g area becomes e f f e c t i v e . A 

separate p a r t i c i p a t i n g area s h a l l be established In l i k e nid4WgF 

f o r each separate pool or deposit of unitize d substances or f o r any 

group thereof which must be produced as a single pool A Any tv.o or 

more p a r t i c i p a t i n g areas so established s h a l l be combined i n t o one 
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when i t i s demonstrated that such areas embrace portions of the 

Sritiin noo] or d epos i t , e f f e c t i v e as of such date as may be approved 

by tbe Supervisor and the Land Commissioner. The p a r t i c i po t i ny; 

ciiv-c-: oi' areas so esv.aolisiico. s n a i l be revised i'l'om t.imo to Lima, 

subject to l i k e approval, whenever such action appears proper as 

a r e s u l t of f u r t h e r d r i l l i n g operations or otherwise, to include 

a d d i t i o n a l land then regarded as reasonably proved to be productive 

i n paying quantities,/ior to exclude land then regarded as reasonably 

proved not to be productive i n paying cfuantities/jand the percentage 

of a l l o c a t i o n s h a l l also be revised accordingly. The e f f e c t i v e 

date of any r e v i s i o n s h a l l be the f i r s t of the month i n which i s 

obtained the knowledge or information i n which such r e v i s i o n i s 

predicated; provided, however, that a more appropriate e f f e c t i v e 

date may be used i f j u s t i f i e d by the Unit Operator and approved by 

the Supervisor and the Land Commissioner. No land s h a l l be 

excluded from a p a r t i c i p a t i n g area orr account of depletion of the 

u n i t i z e d substances.. 

I t i s the Intent of t h i s section that a p a r t i c i p a t i n g area 

s h a l l represent the area known or reasonably estimated to be 

productive i n paying quantities^i^e©* a s p e c i f i c pool or.deposit; 

but, regardless of any r e v i s i o n of the p a r t i c i p a t i n g area, nothing 

herein -contained s h a l l be construed as r e q u i r i n g any r e t r o a c t i v e 

adjustment' f o r production obtained p r i o r to the e f f e c t i v e date of ' 

the r e v i s i o n of the p a r t i c i p a t i n g area. 

I n the absence of. agreement at any.time between the Unit 

Operator and the Supervisor and the Land Commissioner as to the 

proper d e f i n i t i o n or 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 area, or u n t i l 

a p a r t i c i p a t i n g area has, or areas have, been established as 

provided herein, the portion of a l l payments affected thereby may • 

be impounded i n a manner mutually acceptable to the owners of 

worki rig i n t e r e s t s , except r o y a l t i e s due the United States and the 

Ute Mountain Indian Tri.be or the State of Hew Mexico, the amount o.f 
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v/hich s h a l l he determined by the Supervisor f o r Federal or Indian 

lands and the Land Commi ssioner f o r State lands and the Confervati 

Commi;:.;-..i on as to p r i v a t e l y owned lands, s h a l l be deposited as 

directed by the Supervisor and the land Commissioner respectively, 

to be he 3d as unearned money u n t i l a pa r t i c i p a t i ny; area i s f i n a l l y 

approved and then applied as earned or returned i n accordance v/ith 

a determination of the sura due as Federal, Indian and/or State 

r o y a l t y on the basis of such approved p a r t i c i p a t i n g area. 

Whenever i t i s determined, subject to the approval of the 

Supervisor, as to v/ells d r i l l e d on Federal or Indian land, and of 

the Land Commissioner as to wells d r i l l e d on State land, and the 

Conservation Commission as to wells on p r i v a t e l y owned lands, that 

a v/ell d r i l l e d under t h i s agreement i s not capable of production 

i n paying q u a n t i t i e s and incl u s i o n of the land on which i t i s 

situate d i n a p a r t i c i p a t i n g area i s unwarranted, production from 

such w e l l s h a l l , f o r the purposes of settlement among a l l parties 

other than working i n t e r e s t ovmers, be allocated, to the land on 

which the well i s located so long as such land i s not w i t h i n a 

p a r t i c i p a t i n g area established f o r the pool or deposit from -which 

such production i s obtained. Settlement f o r working i n t e r e s t 

benefits from such a well s h a l l be made as provided i n the u n i t 

operating agreement. 

12. "ALLOCATION OF PRODUCTION. 

A l l u n i t i z e d substances produced from each p a r t i c i p a t i n g area 

established under t h i s agreement, except any part thereof used i n 

conformity with, good operating practices w i t h i n the p a r t i c i p a t i n g 

area from which i t i s produced, f o r d r i l l i n g , operating, camp and 

other production or development purposes, f o r repressuring or 

recycling i n accordance with a plan of development approved by the 

Supervisor and the Land Commissioner, or unavoidably l o s t , s h a l l t 

deemed to be produced rmffi 1 1 n n J-M i ̂cf-'OMgo ivisis' from the several 

t r a c t s of u n i t i z e d land of the p a r t i c i p a t i n g area established f o r 
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such production and, f o r the purpose of determining, any benefits 

accruing under t h i s agreement, each such t r a c t of u n i t i z e d land 

s h a i l liove allocated to i t such percentage of said production as 

the number oi' acres of such t r a c t included i n sa i d p a r t i c i p a t i n g 

a ren bears to tho t o t a l acres of unitize d land i.n said p a r t i c l p a t i n 

area, except that a l l o c a t i o n of production hereunder f o r purposes 

other than f o r settlement of the r o y a l t y , overriding r o y a l t y , or 

payment out of production obligations of the respective working 

i n t e r e s t ovmers, s h a l l be on the basis prescribed i n the u n i t 

operating agreement whether i n conformity with the basis of 

a l l o c a t i o n herein set f o r t h or o t h e r w i s e I t i s hereby agreed that 

* Insert the phrase "and the a l l o c a t i o n of production 
yto land added to a ^ p a r t i c i p a t i n g area on the basis of i t s 

7̂ , O "p p importance to u n i t operations may be upon such equitable r c 

basis as may be approved by the Director. 1' between the 
word "otherwise" "and the period i n Line 11 of Page 18. 7, 

Royalty s h a l l be due and payable on a l l gas produced from one 

p a r t i c i p a t i n g area and used f o r repressuring or recycling purposes 

i n another p a r t i c i p a t i n g area. The f i r s t gas withdrawn from such 

last-mentioned p a r t i c i p a t i n g area f o r sale during the l i f e of t h i s 

agreement s h a l l be treated In the same manner as gas obtained from 

lands not subject to the agreement, see Section l k hereof. 

13. DEVELOPMENT OR OPERATION OF NONPARTICIPATING LAND OR 
FORMATIONS. . . 

Any party or parti e s hereto owning or c o n t r o l l i n g the working 

i n t e r e s t i n any un i t i z e d land having thereon a regular well location 

may with the approval of the Supervisor as to Federal and. Indian 

land, the Land Commissioner'as to State land, and the Conservation 

Commission as tp p r i v a t e l y owned land, and subject to the non-

c o n f l i c t i n g provisions of the Unit Operating Agreement, at such 

party's or parti.es' sole r i s k , costs, and expense d r i l l a well at 

such loc a t i o n on such land to test any i n t e r v a l f o r v/hich a 

p a r t i c i p a t i n g area has not been established, or to t e s t any i n t e r v a l 

fo r v/hich a p a r t i c i p a t i n g area has been established i f 'such location 

is not w i t h i n said p a r t i c i p a t i n g area, unless w i t h i n 90 days o l 

UN IT _A G1 \ElM11 •!!T 
LA PLATA u/in'H,: Uh.iV 

PAGK JO 


